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INTRODWCTORY NOTE

1, At its thirteenth meeting, held in Bogot4 in March 1972, the Special
Committee on Latin American Co-ordination [CECLA) considered the position
of the developing countries regarding the multilateral trade negotiations
due to be initiated in 1973 within® GATT. The Special Committee felt

that it was essential to ensure the full and effective participation of
all the developing 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 subject was circulated among the members of the
Latin American Group at the third session of UNCTAD. The secretariat also
collaborated with the representatives of the Latin American countries in
the preparation of proposals which were used as the basis for a document
later presented as a draft resolution of the Group of 77 (TD/L.61/Rev,1) }/
and for the final declaration of the Group g/, which laid down the
co—~ordinating machinery that will be needed during the preparatory stages
of the negotiations,

Ze 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 negotiations and the negotiating strategy to be
adopted, as>well as, to draw up a specific programme of work and action
desigrned to give the Latin American countries the technical advisory
assistance which they have always lacked in the past, particularly during

the Kennedy Round negotiatiocns.

1/ See Annex 3.

g/ See Annex 4.
/3. In



3. In response to the abové‘énd earlier CECLA requests, including the
request for a study on the effects of the expansion of the European Common
-Market on Latln Amerlcan trade (CECLA Resolution 8/XI), the ECLA secretariat
set up a group of hlgh—level government experts, engaged 1n a personal
capacity, to provide advisory assistance in the preparation’ of the documents
to bé presénted.to CECLA in connexion with the.1973 multilateral negotiations,
With the ccliaboration of thése experts, duly authorized by their respective
governments to part101pate in thls work, the secretarlat has drawn up the
present prellmlnary report For the Latln American member countries of CECLA
on the multllateral negotlatlons to be initiated in 1973 (1nc1udlng the
negotiations that will be made necessary by the expansion of the EEC)

and the position and strategy of the developing countries with regard to
theée matters, bearing in ming the speéial interests’df the countries of

Latin America.

e [Chapter I



Chapter I

GENERAL BACKGROUND

1, The ministerial meeting of GATT {1963)

4, At the close of the ministerial meeting of GATT held in May 1963, the
Ministers adopted important conclusions and resclutions for the expansion

of trade of developing countries, which consitute a starting point for the
interpretation of the process of adjustements in the sphere of international
trade which will be the focal point of the forthcoming multilateral
negotiations, The "Programme of Action™ adopted by GATT on that occassion
‘envisaged, inter alia: (i) the standstill provision; (ii) elimination or
relaxation of quantitative restrictions; (iii) duty-free entry for tropical
products; (iv) elimination of tariffs on primary products; {v) 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 duties; (vii) procedures for reporting
on progress made in the implementation of the foregoing decisionss ana
(viii) the adoptiom of other measures designed to facilitate the efforts

of less~developed countries to diversify their economies, strengthén their
export capacity and increase their earnings from overseas sales, If this
Programme of Action had been implemented as originally scheduled, it would
have substantially improved conditions for the expansion of trade by the
developing countries, but it did not secure the consensus of all the
industrialized contracting parties, and there was not even a minimum of

de facto implementation of it,

/2. PRelevant



2. Bslevant principles adopted at the first and
second sessions of UNCTAD

S. At the first and second sessions of UNCTAD an important set of
gereral and special principles was adopted to govern economic relations
and international. co-operation conducive to development.t A number of

. resplutions concerned wifH érf;;gements for concrete measures to secure
the fulfilment of these principles were also adopted. Once again, however,
the failure - even by developed countries which had fully accépted them -
to put many of the principles and measures agreeq to into practical effect
has led to a clear awareness in the developing countries of the need to
strengthen international action designed to secure positive resulfs from
these principles. For instance, General Principle Seven adopted at the
first session of UNCTAD states categorically that: "Develpped'countries
shall progressively reduce and eliminate barriers and other restrictiohs
that hinder trade and consumption of products from developing countries
and take positive measures such as will create and increase markets forb

the exports of developing countries", General Principle Eight states

that: "New preferential concessions, both tariff and non-tariff, shouid

be made to developing countries as a whole and such preferences éﬁould not
be extended to developed countries®™, The principles and measures adopted
by UNCTAD remain entirely valid, even though they have not been implehen%ed.
- It is in the framework .of the forthcoming. trade negotiations that the
political will be of the developed countries to act in aécordance with
thpse principles will be put to the test by the developingAcountries'

co-ordinated action to secure their implementatioh.

/3. The



3. The new Part IV of the General Agreement
gn Tariffs and Trade

Ge Part IV of the General Agreement, which should constitute one of

the legal arms of the developing countries in trade negotiations within
BGATT, embodies a number of important aspirétiohs of the developing countries
in the Tield of international trade: the need for a repid ans sustained
expansion of their export earnings; the need for efforts designed to

ensure that less-developed countries secure a share in the growth of
international trade and to ensure access to marksts for primary products;
diversification of the structure of the economies of the less-developed
countries, and the need to give their ﬁanufactures and semi-manufactures
access to the markets of developed countries,

7« In order to give effect to these objectives, the developed contracting
parties undertake, inter alia, to accord high priority to the reduction

and elimination of barriers to produce of interest to less-developed
contracting partie;?*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 priority to the reduction and elimination
of fiscal measures which would hamper the growth of consumption of primary
products,

4, BResults of the Kennedy Round

Be At the conclusion of the Kennedy Round of trade negotiations within
GATT in June 1967, the participating developing countries noted, in a

joint declaration, that the contracting parties which participated in the
19641967 Trade Conference had recognized that the following 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, tropical products,

/commodity agreements,



commodity agreemeﬁts cdmpensaticn:For loss qf preferences, and removal of
non-tariff barriers. In view of fﬁis situation, the deQelopiﬁg contracting ]
parties advocated the institution of new negotiations to promote the

" practical implmentation pf the conclusions and recommendations adopted'at M
the 1963 and 1964 ministerial meefings and of the provisions of Part IV of

the General Agreement, Subsequent trends in trade between the developing

and developed countries have tended‘to justify the concern expressed by

the former at the close of the Kennedy Round,

S. Negotiations between developing countries
within GATT

e The ﬁecember 1971 Protoceol placing trade negotiations between daveloping
countries within GATT on a formal basis, in respect of whose implementation
the contracting parties granted a waiver of the principle of the unrestricted
applic_ation of the most-favoured-nation clause, constitutes an important
conceptual advance in trade negotiations, despite the small scope of the
concessions exchanged and the limited number of participating developing
countriéé. It rEpfesents the practiéal implementation of a principle

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

or advantages granted by the developing countries among themselves, outside
the context of the arrangement covered by Article XXIV of the General
Agreement, may nofﬁbé extended to the developed countrieé. Furthermore,

the extension of concessions'to other developing countries is made subject

to the acceptance of agreements concluded with the latter on the tefms "

envisaged in the Protocol,

/6. Ihe



6., The Second United Nations Development Decade

10, The International Develapment 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,

11, In the sphere of international trade, this new concept provides for
the adoption of specific measures such as the conclusion of agreements or
arrangements on commodities, the elaboration of an agreement on a set of
general principles on pricing policy, the standstill principle, the reduction
or elimination of tariff and other barriers to imports of manufactures and
semi~manufactures, measures to diversify the econaomies and exports of the
developing countries, measures to solve the problems raised by synthetics

and substitutes, and consultations on surplus disposal., Measures are

also envisaged for the progressive elimination before 31 December 1972 of
non~tariff barriers affecting trade in manufactures and semi-manufactures;
the elaboration of a programme for assisting the adaptation and adjustment

of industries in developed countries to facilitate the expansion of imports
of manufactures from developing countries, and the identification of
restrictive business practices affecting the trade of developing countries.
In brief, the Strategy established a programme of action for the international
community, aimed inter alia at modifying the structure of world trade to
benefit the developing countries through measures to be implemented - for

the most part - at the beginning of the decade,

/7. The



7. The 1973 trade negotiations

- i2; Fﬁllbwidg the troubled period in the~mqﬁetary and trade spheres which
Eééan.with the emergericy measures.adopted by the United States in August 1971,
theﬁméjor industrializéd countries made considerable changes in their
exchange parities and agreed to initiate efforts to achieve further progress
in &he‘ﬁultilateralization and liberalization of international trade
rélafioné; 'On 9 and 11 February 1972, two joint declarations, one by the
United States and the European Economic Community, and the other by the
United States énd Japan, were formulated within GATT, expressing, in
virtually identical wording Q/, the need for a comprehensive review of
internétional economic relations with a view to negotiating improvements

in the light of the structural changes that have teken place in recent
years.i'The review, it was stated, should cover all elements of trade,
including "measures which impede or distort agricultural, raw material and
industrial trade". At the same time, mention was made of the need to give
special affenticn to the problems of developing countries,

13, The two joint declarations (USA/EEC and USA/Japan) are in accord in
proposing tﬁat the mulﬁilateral negoﬁiations advocated should be conducted
"on the basis of mutual advantage and mutual commitment with overall
reciprocity" and should cover agricultural as well as industrial trade.

The declarations both indicate the intention to initiate and support in

1972 and "analysis and evaluation in the GATT of alternative techniques and
modalities for multilateral negotiation of long-term problems affecting all
elements of world trade®, and they state that their signatories 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

2/ See Annexes 1 and 2,

/for further
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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", It is further stated that progress in this field
during 1972 could pave the way in GATT for "a new major initiative for
dealing with lohger-term trade problems",

la, A point of disagreement in the joint United States/Eurcpean Economic
Community declaration is that the Community states that the conclusion of
international commodity agreements is one means of achieving the expansion
and liberalization of warld 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”,

15, Since other contracting parties are invited to associate themselves
with the declarations, the GATT Council, 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 developing member countries of

GATT stated that, before they could decide whether to participate in the
negotiations, they would have to know precisely what the terms of their
participation would be,

16, The United States, the expanded EEC and Japan, as well as the other
developed countries that have already agreed to the idea of holding
multilateral negotiations within GATT, have emphasized the fundamental
objective of overcoming, through the accelerated expansion of their 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 lines. The United States has already announced its
intention of achieving an increased trade surplus in its foreign trade; for
their part, the other industrialized countries, whose exports were for

same months threatened by United States import restrictions, do not wish

/to unleash
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to unleash a trade war which would not only weeken the very foundations of

world trade: but also strengthen the autarkic and protectionist tendencies ~
latent in many industrialized countries, Some of the more specific objectives
of the future multilateral negotiations are to provide for the effective
incorporation of agricultural products (particularly temperéte-zone product,
which were practically ignored in the Kennedy Round), to liberalize still
futherithe trade the industrial products, and to negotiate the elimination

of non=tariff restrictions, 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,

17. As is recognized in the above-mentioned joint declarations, the

holding of multilateral negotiations, with the participation of as many
countries as possible, calls for tﬁe elaboration of new principles, rules

and procedures that are in keeping both with the interests of the developed
countries and the needs and particular characteristics of the developing
countries,

18, Although it is logical to assume that the developed cduntries will
strive to ensure that certain traditional principles, such as reciprocity

and. the unrestricted application of the most~favoured-nation clause,'ére
adhered to in the negotiations, it. is equally clear that the rules governing
the participation of the developing countries must be such as to compensate 4
for their weak position cuased by their lower levels of economic and
technological development and to make passible the practical application
of principles adopted in international bodies-such as UNCTAD, GATT and

the United Nations General Assembly,

/8. The
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8., The Bogotd meeting of CECLA

19, At the thirteenth meeting of CECLA, held in Bogot& in March 1972, the
Latin American countries drew attention to a new matter of vital importance
to the Latin American countries: that of multilateral trade negotiations,
on which a concrete decision should be reached at the third session of
UNCTAD, They also considered that this matter, together with the question
of international monetary reform, needed to be dealt with on the broadest
possible basis, so as to brevent the developing countries from being in

any sense left out of the discussions and any decisions that might be
reached on the matters in guestion in the competent international bodies.

g, The third session of the United Nations Conference
on Trade and Development

20. The subject of multilateral trade 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 Tirst draft drawn up by the Latin American Group was presented, with
slight amendments, as a formal proposal by the Group of 77 (document
T0/L.61/Rev,1). This document was discussed in detail in an ad hoc group
which presented to the plenary of the Conference a new draft, approved by
consensus, embodying the essence of the proposals put forward by the
developing countries, 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 multilateral trade negotiations
was approved in plenary session, the Group of 77 issued a declaration in
which, as well as reiterating certain fundamental principles that should
he borne in mind during such negotiations, they announced their decision
to set up a co-aordinating group in Geneva which will serve as a forum

for co-ordinating the participation of the developing countries in the

preparatory stages of the negotiations, especially with regard to technigues,

/modalities and
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modalities and basic rules. In the light of the results of this preparatory
work, the Group of 77 .will then decide on whatever future joint action

is considered necessary., The member countries of Group B requested that

a joint declaration by their groups on GATT/UNCTAD should also be annexed
to the resolution as a reference document., The texts of both documents

are reproduced in Annex 4,

21, ZTA special paragraph will be inserted here on the meeting of

the Co-ordinating Group of the Group of 77, held in Gereva on 26 Jume 1972,/

[Chapter II
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Chapter II

FREPARATORY WORK

la Action within GATT

22. At the very close of the Kennedy Round of multilateral negotiatibns
(November 1967), GATT put into effect a co-ordinated programme of work
aimed at breaking new ground in the liberalization of world trade., To that
end, it initiated a comprehensive review of residual barriers, identification
of non~tariff barriers, and examirmation of the principal problems affecting
trade in agricultural products, an arsa in which very little progress has
been made within the fremework of GATT, This programme, which now goes back
four years, consisted basically of the following tasks:
(i) Study of the tariffs applied by the major developed countries

in various sectors, with special regard to the problem of tariff

differentials;

(ii) Identification of non-tariff barriers (standards, licences,
restitutions, subsidies, quotas, etc,) and the determination of
possible forms of action to deal with those barriers (negctiation
on a product~by-product basis, adoption of codes of conduct,
agreed principles, etc.);

(iii) Identification and armalysis of the instruments used to protect or
encourage agricultural production and of the measures and machinery
employed in TESQECt‘Df‘impDPtS and exports; and

(iv) study, on a product-by-product and case-by-case basis, of the
restrictions affecting trade in products of special interest to

the developing countries,

[23. Wwith



23, With regard to the particular problems of the developing countries
(particularly those problems that were not given due attention during the
Kennedy 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 special groups (tropical products, fiscal adjustments
at the frontier, etc.), and the technical work carried out by GATT covered
the following Tields:

(a) Tariffs and trade: Analysis of the tariffs imposed by the

developed countries, examination of their structure by sectors
~and stages of processing, and tabulation of products of particular
,Zinterest to developing countries, In this connexion, a list was
made of those products subject to high tariffs and duties and/or
high tariff diferentials in which the developed countries had a
large share of trade.

(b) Non-tariff barriers: Classification of the notifications by

contracting parties (quantitative restrictions, government
acquisitions, subsidies, minimum support 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
or reduce the impact of such barriers on trade, In the course
of the discussions, some developing countries took up special )
positions on such matters as elaboration of codes of conduct,
priority reduction of certain restrictions, elimination of duties
on licences for products griginating in developed countries,

guota increases, reduction or elimination of internal duties

(particulary when such duties are standardized in the EEC), etc,

/{c) Agricultural
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(c) Agricultural products; Identification of the instruments of

protection used by 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 procedure to be followed in each case and the
standpoint to be taken on the particular interests of the
- developing countries,.
24, 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 made suggestions
and recommendations designed to facilitate the implementation of Part IV
of the Ceneral Agreement. As well as collecting and listing information
from each developed country on guantitative restrictions and other non-
tariff barriers (restrictive business practices, duties on tropical products,
etc,) the group formulated recommendations for removing or reducing such
barriers or making them more flexible, either on a general basis or with
priority attention to barriers against developing countries, In response
to 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 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 affect their export trade. This material may help
to clarify the interests of the developing countries (beginning with those
that are currently members of GATT) in the context of the new programme

for the liberalization of international trade,

/2. Action
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. ?2. Action within UNCTAD

25, ‘A few months after thé conclusion of the Kennedy Round of negotiations,
the secretariat of UNCTAD produced a document analysing and evaluating the
results of those negotiations. The report showed that the tariff reductions .
achieved applied only to a limited number of products of interest to the
developing countries, that very little progress had been recorded in the
dismantling of non-tariff barriers, that various sub-committees and working
groups originmally provided for did not work in practice, and that the concept

- of the princibal supplier had led first to an agreement among the big powers
in the form of a package deal, while the negotiations with developing countries
were carried out virtually on a bilateral basis and in terms of only relative
"non-reciprocity", the interpretation of which was decided upon in practice

by the developed countries themsglves, since they withdrew offers or refused

to negotiate with specific developing countries when they considered that

they were not obtaining sufficient reciprocity from the latter,

26. At the second session of UNCTAD, 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, operation
of agreements,fproblems of access, non-tariff barriers, restrictive business

* practices etc.) which contain a vast amount of information and elements of
Judgement and which, if pfoperly selected, marshalled and updated, would be
of great value in the developing countries? participation in the forthcoming
muitilateral trade negotiations, This task should be properly co-ordinated »
with the work being dore in the GATT, by the conclusion of suitably explicit
institutional arrangements between the secretariats of both organizations so

as to ensure the achievement of the objectives in the sphere of documentation

and assistance to the developing countries envisaged in the relevant resolution

adopted at the third session of UNCTAD,

/3. Iechnigues
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3, Techniques and modalities of negotiation

27, In the declarations formulated by a number of developed countries at

the meeting of the GATT Council in March 1972 4/, in which they agreed to
initiate and actively support multilateral and comprehensive trade negotiations
in 1973, mention is made of the objective of giving special attention to

the problems of developing countries. The latter expressed their satisfaction
at this initiative, but pointed out that they could not take a decision
regarding their full participation in the negotiations until techniques and
modalities eppropriate to their intsrests and aspirations were established,

In this connexion, certain developing countries raised such matters as the
principle that they should not be asked to grant reciprocal concessions

and that no acticn adversely affscting the advantages accruing to them under
the generalized system of preferences shoulr be taken without specific
compensavion, To sum up, the Touncil agreed to analyse the techniques and
modalities of negotiation and tu examine such tcchniques and madalities as
were suitable for the developing countries.

(1} The Agricultural sectors The Agriculture Committee uncertock to

complete its examirnation of the tochniguss 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 developing

countries, The group has thus far studied the following aspscts:

(a) Direct and indirect techriques for elimirating or limiting
aid to exports;

(b) Techniques and modalities of negotiation on customs duties,
variable duties and other special charges:

(c¢) Techniques and modalities in respect of quantitative

restrictions;

3/ See anmexes 1 and 2,
(d) Health
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(d) Health and sanitar. regulations, marketing norms and the
licensing system; " Pt |
(e) Techniques and modalities'bf negotiation on production
. Measures o |

28, On beginning its task the special group indicated that, in its
view, the best way in which the developing ccuntries could defend tineir
interests would be for their rebresentatives on the group to speak up
and express their opinion as each technique or ﬁudality was specifically
being cansidered, whenever they considered that a:special acaptation of the
general rula under discussion was called fore
29, Vith regard to the elimination'of aids to exports, the anmalysis
focused on the advantagss and crawbacks of the applicaticn‘6F tebhniques
of total eor progressivé elimiration and, in the latter instance, of techniques
involving the reduction of subsidies for all products or for cpecific products
(global subsidies, individual subsidies, or subsidies subject to a limit
taking account of price differences on the domestic and world markets)s
Financial tecﬁniques, including price clauses and limitation through minimum
internationg} prices, were also examined.:‘It.wés suggestad that developing
countries should be exe&pﬁed from the undertaking to eliminate export aids
or else be given longer to eiiminate such subsidies, while developed countries
might make_priority reductions of subsidies in respect of products of
particular export interest to developing countries.
30, On the subject of customs duties, it was noted that, in the agricultural
sphere, such duties usually constitute neither the sole nor even the principal
element of protection, and that negotiations for their plain and simple
elimination bould provokerthg use or proliferation of non;tériff barriers,
For this'reason it was suggested, inter alia,'that'hon-tafiff barriers should
be replaced by fixed customs duties and that priority should be givén to the
elimination‘dFAduties on agricultural products originétihg exclusively in

/developing countries.



developing countries. Most members of the group were in favour of the
commodity-by~commodity negotiation technique and of discarding the method

of across—the-board reduction. Opinions were also expressad regarding the
modalities of negotiation of tariff guotas and techiniques for simultaneous
action in respsct of customs duties and other measures applicable at frontierss

31, With regard to variable duties, various techniques were analysed based

on the idea cf the establishment of ad valorem equivalents 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
mar<et price and period of application. The EEC considsred that variable
dutics were a new instrument to which the traditional GATT negotiatirg
techniques could not be applied, and the situation could leed to the
resurgence of the legal problem - not yet finally resclved - of the
compatibility or incompatibility of variable duties with the basic provisions
of the General Agreement,

32, With regard to guantitative restrictions, several tachnigues for

reducing their use or eliminating them, w=re proposed, linked in some cases
with the elimination of other measures such as aids to exports. The
developing countries drew attention to the need for the elimination of
certain discriminatory measurcs based on the classification of products or
countries, This aspect (like the global appiication of bilateral quotas,
maximum price commitments on the part of exporters, etce.) was amalysed in
the context of techniques designed to achieve the adoption of a caode of
principles on this matter,

33. On the subject of health and sanitary regulations, it was generaliy

agreed that their susceptibility to multilateral negotiation depended

basically on whether they were aimed at providing scornomic protections

/at the
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at the same time, it was recognized that progress had frequently beenf ‘
achieved in bilaterel negotiations., In the last analysis, the problem
should be dealt with in terms of specific cases and products. The
establishment of an international code with general guidelines might be
. envisaged, ) ‘
34« No substantial progress was mads in the analysis of specific techniques
and modalities relating to production messures. The examination was focussed
on certain hypotheses regarding measures:
(i) applied %o prices;

(i1) affecting the factors of production,

(411) in the field of sales or marketing, and

{iv) relatirg to producer income.
35. On the question of surpluses, proposals wers made that criteria of
responsibility for their creation should be defined ard negotiations should
be held concerning: {a) undertakings to 1limit or eliminate export subsidies;
(b) agresments on the handling of short-term stocks; (c) dorations not
affecting the commercial market: (d) increases in consumption; and ‘
(e) destruction of goods,

36. With regard to interrational stabilization egresmsnts, which have the

support of the developing countries and of most deyeloped countries, the
following objectives were indicated: (a) economic &tability, (b) trade
promotion, and {c) balanced eccnomic growth, It was generally agreed that
future agresments must differ from those already in existence and tgké account
of policies of assistance to production and.exporfs, ievels of self-supply
and the active participation of the developing countries,

37, With regard to criteria for verifying fylfi;ment of commitments, it

was generally acknowlédged that the levél,ﬁfjselfhsupply was important as

an index of indirect production commitment or as an index ofla range of
commitments in respect of particuler measures or actions {tariffs, non-tariff

barriers, subsidies, etce).
/(ii) The



(11) The Industrisl sector
38, The GATT secretariat prepared a working document on negotiating
techniques 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 bes considered when each of the proposed
techniques is analysed,
39, The document in question does not refer specifically to the developing
countries and contains a number of gaps, insofar as it does not: (a) consider
the effect of tariff reductions on the generalized system of preferences;
(b) indicate differences in tariff treatment according to degree of processing;
(c) envisage priority action to eliminate restrictions on products of special
interest to dewveloping countries, or (d) envisage the elimination by the
developed countries of duties or chargss on non-compestitive productse
40, The main techniques referred to in the field of teriffs are negotiation
on a commodity-by~commodity basis and across-the-board reduction, the
applicability of which depends largely on the targets the contracting parties
wish to attain, such as: (a) total or substantial elimination of duties;
(b) partial elimination with or without harmonization of tariff structures;
(c) reduction in proportion to the levels of duties (problem of disparities)
or in the light of their protective effect; (d) negotiations for tariff
adjustment; {e) scope of exceptions and application of safeguard clauses,
41, Arnother of the techniques amalysed concerns the possibility of bringing
national tariffs into line with a model tariff, despite the difficulties
involved in defining criteria for sstablishing the latter, Consideration was
also given to the possibility of combining various techniques, such as across—
the—board reductions with product exceptions, across—the—board reductions with

-

harmonization measures, stc,

/42, With
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42, With regard to non-tariff barriers, the secretariat presented an

extensive ﬁ@st, without however mentioning the methods that should be applied
in each case to prevent their having distorting effects on trade, Some of
these non-tariff barriers have effects similar to those of customs tariffs.
It is generally accepted that techniques must differ widely according to

the barrier involved. Thus, in the case of quantitative restrictions,
subslidies, variable duties, frontier duties, certain fiscal charges, etCe,
technigues might be considered for their reduction or elimination., On fhs
other hand, in the case of govermment purchases, standards, custdms valuations,
administrative formalities, etc., multilateral or bilateral techniques
directed towards the formulation of certain broad and generally accepted
principles might be preferable,

43. Consildsration should alsc be given to the problem of sectoral
diberalization, taking account in the negotiations of the whole renge of
tariff and non~tarifi’ barriers affecting trade in specific sectors.

(iii) The interests of the developing countries

44, It has already been menticned that the information and suggestions
presented by the Group of Three include a numbser of specific proposals in
favour of the trade of develobing countries (elimination of discrimination
against them, priority reduction of non-tariff barriers, etc.), which should
be adeguately dealt with in the context of the multilateral negotiations,

45, Similarly, in the course cf the preparatory work that recently began on
negotiating techniques and modalities in the sphere of agriculture and
industrial products, certain developing countries which made statements in
the appropriate negotiating bodies of GATT raised problems or special points
that are both pertinent and important, In this connexion, it should be
clearly established in advance whether the basic rules, technigues and
modalities which are to govern the conditions of participation by the
developing countries in the multilateral negotiations..should be drawn up

Jand agreed



-23 -

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 techniques and modalities applicable
to the developed countries are worked out, A compromise solution would be
to agree on certain fundamental rules in the Committee on Trade and
Development and to define more precise techniques and modalities when
discussing at the sectoral level or even at the product level each of the
elements (mechanisms. policies, measures, procedures, etc.,) which, in the
last analysis, have to be negotiated,
46+ Both in the resolution approved by consensus at the third session of
UNCTAD and in the declaration issued by the Group of 77, the developing
countries have drawn attention to a set of principles which must be borne
in mind along with other princisles, when the modalities, techniques and
basic rules for the negotiatiors are formulated with the full participation
of those countries. The following ars the principles suggésteds
"(a) The developing countries, collectively or individually, shall
not suffer, directly or indirectly, adverss or prejudicial
effects as a result of these negotiations. On the contrary, the
negotiations shall provide the develcping countries with
additional berefits that represent a substantial and meaningful
improvement of their position in intermational trade, so that
they secure an increasing share in the growth in international
trade commensurate with the needs oF.their gconomic development
on the basis of non-reciprocity, non-discrimination and preferential
treatment ;
(b} If the preferéntial advantages enjoyed by developing countries
are adversely affected by the results of these negotiations, the
developed countries shall take additional measures to compensate

the developing countriss so affected;

/(c) Dewveloped



(c)

(d)

(e)

(F)

(o)

(n)

(1)

(1)
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Developed countries should provide more fawvourable 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;

All developing countries shall be entitled and enabled to
participate fully, effectively and contihuously in these
negotiations in all their stages so that their interests are
fully taken into account;

All the concessions which may be exchanged by developed countries
among thamselves should automatically be extended to all
developing countries;

Concessions granted by the developed countries to developirg
countries need not be extended to developed countries;

In the negotiations among developing countries the tariff

and other concessions -which they may negotiats among themselves
shall not be extended to the developerd countries;

The negotiations should as a matter of priority secure significant
concgssions for the products of particular intergst to least
developed countries;

Utmost priority shall be accorded to the removal of all barriers
to the products of export interest to developing countries

in the markets of developed countries.

Concessions agreed upon in the regotiations in favour of
developing countries shall be made available to them immediately
and will not be phased,"

/47‘ Lastly ’
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47, Llastly, it should be noted that the GATT secretariat undertook to
prepare a speclal study, by September 1972, on negotiating techniques and
modalities in respect of tariff and non-tariff barriers, to enable the
developing countries to obtain concrete results from their participation
in the negotiations, This is another question that will deserve detailed
study by the ECLA secretariat, '

48, The Group on Non-Tariff Barriers is shortly to present a report on
its work so far to the Committee on Trade in Industrial Products,

/Chapter IIT



Chapter III
"NEGOTIATIONS ON THE EXPANSION OF THE EEC

49, Ons of the results of the admission of four new countries ~ United
Kingddm; Irsland, Norway and Denmark ~ to membership of the EEC has been
the initiation in GATT of a dual process involving, on the one hand, the
examination of the compaﬁibility of the Treaty of Accession with

article XXIV and, on the other, the preparation of negotiations over
paragraph 6 of the same article so as to determine what compensation is

due to the Contracting Parties affected by the enlargment of the EEC,
particularly following the adoption by the new member countries of its
Common External Tariff and agricultural regulations, GATT has accordingly
created a Working Group on accession to the Eurcopean Communities which,

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

study of the compatibility of ths Treaty with the provisions of the

Gensral Agreement prior to its entry into effect on 1 January 1973,

from which date the negotiations relating to paragraph 6 of articls XXIV
are to begin. At subsequent meetings, the Working Group discussed the
documentation which the EEC should meke available to it in that connexion,
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 EEC's refusal soc far to provide

this information suggests that it intends to refuse to negotiate the matter,
50, GATT is also scheduled to examine the compatibility of the provisions
of article XXIV with the bilateral agreements regarding the establishment
of a free trade area for industrial products currently being negotiated
between the EEC and those EFTA countries which have not applied for admission
(Partugal, Switzerland, Sweden and Austria), By and large, it can be expected

[that the



that the discussions about the Treaty of Accession and about agreements with
the remaining Eurcpean countries will culminate in the acceptance of the
compatibility of such conventions with the provisions of article XXIV

of the General Agreement.

51, A more complex and awkward problem would seem to be posed 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 aspects of the negotiations

52, The tariff implications of the admission of new caountries to
membership of the Community can be looked at from the point of view
gither of industrial products or of agricultural commodities,

53. As far as industrial products are concerned, the progressive and

steady removal of tariffs among the new members of the Cammunity wili

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 phasss - 40 per cent
on 1 January 1974, 20 per cent on 1 January 1975 and 1976, and 20 per cent
on 1 July 1977. In the case of certain products from Commorwealth countries
currently benefitting from preferential margins in the United Kingdom, the
first tariff cut can be put off until 1 July 1973,

54, In other words, for third countries the start of the process of
harmonization of tariffs between the EEC and the new member countries

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

55, By and large, the adoption of the Common External Tariff by the four
industrialized countries Jjoining the EEC will entail a slight reduction

in their present tariffs, Preliminary estimates in terms of the benefit to

[trade likely



trade likely to result from such a reduction mention figures of around

800 to 1,000 million dollars, which could be looked upon as a credit for
the enlarged Community in the field of industrial preducts, However, this
estimate must not be taken too literally since the tariff cuts deriving
from the harmonization 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 intrade flows will affect outside countries, and particularly
developing countries, whose ability to compete within the framework of the
generalized system of preferences will suffer to an extent that is difficult
to assess because of the progressively freer access of the present Cqmmunity
industrialized products to the markets of the new members and viceversa,
These possible negative implications for third countries stemming from the
formation of a customs union and the replacement of certain trade flows

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

General Agreement, for the procedure laid down in aparagraph 6 of

article XXIV merely provides for compensatory adjustment, through the
negotiation of new concessions or in some cases their withdrawal, for the
probable effect -~ estimated a priori - of a changé in pre~existing
situations,

56, With regard to agricultural commodities coming under the comman
agriculturel policy, the Treaty of Accession stipulates that, from 1 February
1973, the new member countries will epply the common set of regulations in
this sector at both the external and the domestic level, which means that
they must accept and implement the machinery and instruments of the

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

31 December 1977.
/57. In



57. In contrast to the situation regarding industrial products, non-EEC
member countriest agricultural commodities will receive less favourable
treatment than in the past following the admission of new members.

The extension of the common agricultural policy 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 whole new situation will face countries which previously benefitted
from special trade advantages (frequently consolidated within GATT) which
will be affected by the common agricultural policy of the enlarged
Community: this will be true, for instance, of Canada's wheat exports to
the EEC countries and the United States® maize trade with the United
Kingdom, to mention but two of the more outstanding examples. There is
also the case of the Commorwealth countries whose preferences in the
United Kingdom have been listed as exceptions to Article 1 of the Senezral
Agre=smant, consolidated in some cases as tariff lewvels or, in the case of
most products, as preference margins, This difference has given rise to
divernent interpretations of the right to compensatory adjusi=iat within
GATT for the lass of such advantages. Of the countries affecizd,

New Zmeland will be able to retain its advantages in the United Kingdom
market for butter and Cheddar cheese and, possibly, request better
treatment for its lamb and mutton exports to the United Kingdom following
the latter®s admission to the EEC, Generally speaking, it is estimated
that the exporting third countriest® right to compensation from the
enlarged Community in the agricultural sector will amount to around

500 to 600 million dollars in terms of annual trade generated,

2. The



2., The implications for Latin America

58, The admnission of new countries to membership in the EEC mainly affects
the agricultural commodities sector, which is where the most sefibgs negative
effects would be felt, It is particularly worthy of note that, giite apart
from the implications of the common external policy g/.that have already
been described on freguent occasions, the adoption of the Cammon External
Tariff by the naw members will result in a large number of agricultural
products not previously covered by the cammon agribultural policy being
incorporated into a new 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 coffee, for example, carries an ad valorem duty of
2 per zent in the United Kingdom and 7 per cent in the EEC). As to eight
other products not included in the common agricuitural policy Q/s i*

appears that, with the United Kingdom's entry into the Community, tariffs
will treble in three cases, double in another, quintuple in ancther

and rise from O to 11-12 per cent for the two remaining preducts, This
deterioration in the conditions of access of certzin Latin American products
following thz adoption of the Common External Tariff will be eggravated
within the enlarged market by the competition of African countries that

are currently members of the Commorwealth 2/.

5/ See ECLA, "Latin America and the third session of UNCTAD" (E/CN,.12/932),
chap, IV,

6/  Canned fish, oranges, bananas, honey, coffee and coffee extract,
cocoa butter and tea,

2/  See the following section,

/9. The



89, The Latin American products most affected by the application of the
comman 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 appropriate corrective measures, these duties sre bound
to push up the price of Latin American products and eventually bring about
a swing in United Kingdom imparts towards preferred suppliers within the
Community. In the case of Latin American meat exports, the progressive
adopticon of the high Community prices will produce an incentive for
domestic production and a probable decline in consumption gfg 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 bs replaced by the Community's present variable
levins, The EEC prefererce system will likewise ercourage exports cf

its current surpluses to the rnew member countrizss.

3. Extension of preferential areas

60. A number of special situations have arisen over the past few years,
or are in the process of developing, in respect of the Commurn’ty?s trade
relatinons 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 between the
Community and former members of EFTA (Austria, Sweden, Switzerland and
Portugal). Negotiations are currently under way between the EEC and each
of these countries with a view to the gradual removal of all tariff and
non—-tariff barriers in respect  of industrial products, except in the

case of a number of so-called "sensitive" products where tariffs would

8/  See FAD, Working Paper N° 6 (6 December 1971) on the implications of
the possible enlargement of the EEC for the agriculcutral commodity
projections for 1970~1980.

/pe lifted



be lifted rather more slowly, The elimination of customs duties and the
reduction of tariff barrisrs among Western European countries will affect
the degree to which developing countries can benefit from the Generalized
System of Preferences, Generally speaking, agricultural commodities
would not be covered by such agfeements, which would merely contain a
clause making reference to the desire of the parties concerned to teke
appropriate steps to promote trade in agricultural commodities,

61, In recent years, the Qommunity has been estaplishing a complicated
system of preferential trade agreements with Mediterranean countiries
whose incompatibility with the provisions of the General Agreement on
Tariffs and Trade has given rise to severe criticism within GATT, The
Community®s so-called "Meditarranean policy” is characterized by a
tendency:towards permanent expansion, It is shortly to be extended to
Algeria, Lebandn, Egypt and Cyprus, Othér countries like Israsl, 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 situations arising from the EEC's enlargement, The establishment
with those countries of a free trade area incorporating pre-dsfined
programmes far the removal of tariffs would put-é'stnp to GATT®s criticism
that the current commercial arrangements are incompatible with the
provisiaons of article XXIV,

62, Lastly, another aspect of the extension of the EEC%s preferential
-areas is the possible total or partial incorporation of African members
of the Commorwealth which at present benefit from special advantages on
the United Kingdom market in respect of a wide range of primary commodities

and semi-processed tropical products g]. Of these countries, Uganda,
Sgseensissmmssseneiiyine.
9/  Coffee (Kenya, Uganda, Ghana, Nigeria), unprocessed tabecco (Tanzania),

bananas (Ghana and Nigeria), groundnuts (Nigeria, Zambia, Tanzania,
Uganda)and palm oil (Nigeria),

[Tanzania and



Tanzania and Kenya have already signed preferential agreements with the

EEC based on limited concessions (tariff and quota arrangements for coffee
and other products of lesser importance). Three possible formulas have
been outlined to cover these countries and other developing countries in
the Pacific and Caribbean area: participation in the existing convention of
assoclation hetween the EEC and the Associated African and Malagasy States;
conclusion of a special convention of association with reciprocal rights
and cammitments; and establistment of special trade agreements. Though

it is impossible to say what decision the countries concerned will take,
they might well opt for incorporation in the Yaoundé Convention when it
comes up for renewal in 1974, While tﬁis solution would bring them

greater trade advantage and financial and technical assistance from the
enlarged EEC, it would at the same 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 promoting
trade among developing countries Frnm‘different geograbhical regions through
the system of preferences not subject to extension to other countries that

has alrsady been accepted by GATT.
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Chapter IV

SPECIAL PROBLEMS

A. Participation of the developing countries
63 In the joint declaretions by the United States, the European Economic

Community and Japan the desire is expressed that the 1973 multilateral
negotiations should involive the active participation of as many countries

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

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

"~ such declarations'were made in the spirit cof recognizing Ythe 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 above-mentioned negotiations, The countries of Group B state their
firm intention of taking account of the interests af the developing
countries from the outset of the preparation and throughout the negotiations,
examining formular 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 rnegotiations and see that their interests would be served by

becoming contracting parties to GATT after the conclusion of the negotiations,
To that endthe Group B countries will request the Contracting Parties to
meke "adequate arrangements, in practical terms, for their full and active
participation in the negotiations".

64, The developing countries have declared, as one of their basic
principles for the multilateral negotiations, that "all developing countries
shall be entitled to participate fully, effectively and continuously in

/these negotiations
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these negotiations in all their stages so that their iirterests are fully
taken into account®, reiterating that they will not commit themselves to
teka part in the negotiations “until techniques and modalities which will
adequately take into eccount their intereéts and aspirations ere evolved
with their full participation“, In connexion with the parcicipation of
the developing countries, resolution O/L.97 expressas the consensus of
ail the membsr countries of UNCTAD to the effect that: “special technigques,
modalities and grecund rulss should be established for the negotiations

to ensure that special attention is given to the interests of the developing
countriesy all developing countries shauld bs given the opportunity to
participate fully, effectively and continuously in. the negotiations in

all their stages so that their interests are fully taken into account,

To this end the Contracting Parties of GATT are invited to make adeguate
arrangements”,

65, There are a number of points which need to be clarified as soon as
possible in ordsr to determine the real conditions for the participation
in thes2 negotiations of develgping countrias which are not contracting
partiss of GATT., In the first place, even though the negotiations have

not yet officially started, in actual fact the preparatory stage of the
negotiations began with the decisions adopted by the Council of GATT on

7 March 1972, for as indicated in chapter II, from that mament on several
committees and working groups started to examine possibilities and options
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 be negotiated and the

/mechanisms to
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mechanisms to be uzad in th2 different stages, Thus it goes without

saying thah: this preparstory wcrk, in which develioping countries which

ars not contracting parties of GATT are not yet participating, will have

a marked inTiuence on tiwe trend of the negotiations,

66, Seconily, the secvztariat of GATT hes bsen preparing extensive
technical'dccumentation un tariff lswels, guantitative restrictions and
other non-teriff barriers, This documentation, however, is restricted

and cnly the Contracting Parties of GATT have accass to it; hence the
developing countrics which are not contracting parties may not bhe in a
position to identify their own problems and interests accurately until they
acquaint themselves with and analyse this extensive daocumentation - a task
which could delay their "effective" participation efen after securing
access to the activities carried out by the various committees and working
groups and the relevant dccuments, Moreover, at the request of the

"Group of Three", the secretariat of GATT has initiated a selective study
with a view ‘o providing each develcping country which is a Contracting
Party of GATT with information about tariff and non-tariff barriers for
products of exporf interest to it., It is not clesr whether the secretariat
of GATT intends to prepare similar studies for developing countries which
are not contracting parties, but it is worth while noting that in their
declaration issued at the third session of UNGCTAD the Broup B countries
suggest that the Secretary-General of UNCTAD be requested to give assistance
to those developing countries which ask for it - and especially those which
are not contracting parties of GATT - in preparing for the negotiations.
What the developed countries had in mind was assistance in the processing
of statistical and tariff data, the supply of information on non-tariff
barriers of particu}ar concern to the developing countries, and the

preparation of background material for the negotiations,

. /67, Thirdly,
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67. Thirdly, it should be determined with due urgency whether or not
those developing countries which are not contracting parties of GATT may
participate, if they wish, in all the GATT meetings and proceedings with
the same status as the devzloped or developing Contracting Parties, The
situation shoulc be cleared up in relation, inter elia, to:

(i) the nature of their participation in existing committees and
working groups or those which may be established later,; within
the sphere of activity of the Trade Negotiations Committee, the
formation of which will in practice mark the official point of
departure for the negotiations;

(ii) access to all tynes of documents, including those of a restricted
character prepared by the secretariat, snd the multilateral,
plurilateral or bilateral reserved or secret documentation which
may for any reason form part of the neontiations. Administrative
airrangsments would have to be made to enable the countries which
are not contracting parties to obtain the number of documents
necessary for their participation, possibly against the payment
off an overall sum}

(iii) the manner in which the devalepirg countries which are not
contracting parties would participate in the discussions, the
meetings they would aitend, and the way in wiich the secreteriat
and, where apprcpriete, the chairmen cor rapportzurs of tha working
groups or committees would reflect the views expressed by those
countries; and

(iv) participation in the decisions adopted at all levels, particularly
by the Council and at the meetings of the Contracting Parties,

even where such decisions are adopted by vote.
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68, It is vitally impartant that the decisions adopted in relation to the
above--mentioned bdints should enable the developing countries which are
not members of GATT to participate fully, effectively and continuously in
the negotiations.
69, With respect to both the conditions for participation and the enjoyment
of the benefits resulting from thesé negotiations, distinctions may be
made regarding the position of the developing countries not members of
GATT accaording to whether, in asking to Ee allowed to participate in the
negotiations, they express their intention of Joining the organization
forthwith or of negctiating their accession during the actuel period of
multilateral negotiation or at the end of it. The submission of an
application for "provisicnal'ascession" wo&ld give provisional status to
the developing countrise adopting this attitude, in which case their full
participation would be guaranteed by the provisions in the General Agreement,
Thoce sountries which in the initial stages merely excyress tﬁeir'dssire
to participate fully and actively in the negotiations without previously
undertsking to submit an gpplication for accession may at the.end of the
negotietions: (a) decide to accede to GATT as Contracting Parties and thus
negotiate théir accessinng or (b) prefer not to acceds, while however _
sharing in the berefits deriving from the negotietions, In this latter
casz, the tariff or othe: conuessions which the developing countries might
obtain from the cevelopsd morber countriss of GATT would not be covered
by the provizions of the GenerallAgreement unless the existing ruies were
changed, Consequenﬁly, if thess concéssinns 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, This could have important effects‘if the benefits of the
generalized system of preferences were legally consolidated within the
context of GATT,

/7. It



s It is not necessary to refer to the conditions for the participation
of develcping countries in all those aspects, directly or indirectly linked
to the negotiations,; which are dealt with by the permanent machinery of
UNCTAD, It goes without saying that not only should the developing countries
be able to participate actively and fully in such meetings, but they

should also be able to count on special support throughout the negotiations,
including relevant specific aspects of the latter, and the negotiations
should be kept under periodic review to ensure that the interests of all
developing courtries will be taken into account in their various stages,

B The concept of reciprocity in the negotiations

71« The concent (or concepts) of "reciprocity” in the negotiations is

bound up with that of the basic principles governing internstional trade.

As even a single concept of reciprocity may admit of variations, it has

beer deemed useful to include in Annex 5, withcut prejudice to an analysis
elsewhere of the developuent and relative valus of the ceoncepts of reciprocity
which will be of significance in the 1973 round of multilateral negotiations,
somz reflections about the evolution and relative validity of these basic
princigles tpon which, in ECi.A"s view, the very concept of reciprocity
depenris,

1. Jhe development of “reciprocity”

(e) Ihe traditional conceot

72« The traditional concept of "reciprocity®™ in internationzl trade
negotiaticns is that the countries should grant mutual concessions of
eguivalent value. The elements used to measure this equivalence include:

- loss of customs revenue as a result of tariff reductions, This is

an essentially fiscal concept;
- egual treatment, where reciprocity is measured not only in terms of
equal treatment on both sides, but also, in subsequent negatiations,

of equal additional concessionss

/- linear



-~ linear 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 regafd to basic
techniques, 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 daveloped countries® contributions;

- the volume of real or potential additional trade;

- egual interference wgth domestic Eroduction as a result of the

concessions

-~ egqual inguts and[or technological compcnents qf additional trade,

resulting from the concessiong

~ gqual Jabour cortent in the products included in such additional

trade,

(b) The concents of "recicrocity® used in the General Agreement in
r=lati~n to develcping countries |

73« The concepts of reciprocity used in the General Agreement in relation
to developirng countries were defined in the appropriete paragrephs of tha
respective statements by the Ministers,

A, In the Dillon Raurd

In November 1951, the Ministers

".es agreed that, in view of the stage of economic development

of the less-developed countries, a more flexible attitude should
be teken with respect to the degree of reciprocity to be expected
from these countries," 10/

10/ GATT, Basic Instruments and Selected Documents, Tenth Supplement,
P« 26, section 2,

/8. At
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B. At the Ministerial Meeting of May 1963

The Ministers agreed that
B,2e in the trade negotiations every effort shall be made to
reduce barriers to exports of the less-developed countries, but
that the developed countries cannot expect to receive reciprocity
from the less-developed countries,” 11/

C. In_the Kennedy Round

'In May 1964, the Ministers recalled the pertinment paragraph of

the May 1963 resolution and agreed on a concept of relative
reciprocity, i.e., that %,,. the contribution of the less-developed
countries to the overall objective of trade liberalization

should be considered in the ;}gbg:of the deveiqgmggg'and trade

needs of these countries,™ 12/

GATT, Basic Instrumants 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
“Argentinz and Brazil accepted this paragragh on the understanding
that the phrase fdevelcpmant and trade needs?® covers the requirements
of the current financial situation®,

The following extract is teken from the report of the President of
the Kennedy Round Sub-lommittee on the Participation of Less-Developed
Countries (document Cori, TDMW/37), January 1557:

"The Ministers agreed that the developed countries cannot e;pect

tao receive reciprocity from the less developed countries, This

decision has since been given legal sanction with the inclusion of

the relsvant concept in Part IV of the General Agreement, Therefaore,

the concessions granted by developed countries for products of
interest to developing countries will not be balanced against the
contribution of the less—developed countries to the overall objectives
of trade liberalization: a contribution which it was agreed should

be considersd in the light of the development, financial and trade

needs of these countries, Therefors, it is recognized that the

(12/ cont*d)
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74,  In ectual fact, a different-concept:of relative reciprocity was used
in the Kennedy Round, This concept was suggeéted by the main negotiator

- the United States - and was partly based on national legislative limitations,
Thus, the concept of "equal-concessiods" grantéd by developed to developing
countries is found in the United States Trade Expansion Act and in the
author?zation of the United Kingdom Parliament, This concept of reciprocity
was responsible for the situation whereby the United States and the

United Kingdom withdrew certain concessions granfed to developing countries
because no comparable concessions tb those countries WSfe made by the EEC,
75. The concept of reciprocity invoked by the United States for developing
countries during the Kennedy Round was élso influenced by a political
principle governing Unite: States economic aid, whereby donations should
prefarably involve a measure of sacrifice on the part of the rscipient

country, even though in some casss such sacrifice may have ornly a symbolic -

12/ (cont®d)

"develeoping countries Lhemselves must decide what contribution they
should make, In accordance with the precedure agreed, some - -
participeting industrialized countries hevs suggested measures which
the develcping countrics should take as regards tariff and non-
teriff barriers within the context of the negctiations.

Thz report goes on to say that:

"Certain participating industrialized countries have states that
th2y may find goridcuivy in mainbsining their praosent offers if no
effurt is made by Eﬁgwggyeloging zountric.s, Althougih there is
cenuznsus that the participating develonming countries should make
only those concessions which are viable from their own point of view
and consistent with their economic, financial and development needs
the _fact of making such cogceésionS*wuuld Ffacilitagte the majinterance
or _imorovement of tha offers from develouped countries with respect
to products of interest to develtping countries, and would provide

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

/value, During
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value, During the discussions of the Trade Negotiations Committee in

May 1967 this position was formally stated inasmuch as it was announced
that considerable pressure had been brought to bear on the United States
delegation to withdraw certain offers in which the developing countries
were directly interested, The report 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

development neecds. §pecific offers by developing countries benefitting

from the United States® offers, even if made at that late stage of the

negotiations, it was states, gould be a factor in influencing the United

States Goverrment to mairtain its offers ;g/.

764 This position prevailed in the Kenredy Round, U7 the 23 developing
countriss which took part in the negotiations, orly 14 follewed the proposed
concepts of reciprocity and the procedures agreed on and consclidated
tariffs in return for advantages cbtained in the negotiations, Of these,
the following are members of CECLAt Argentina, Brazil, Chile, Oominican
Republic, Jomaica, Peru and Trinidad and Tobago.

77 The experiznce gained during the Kernedy Round indicates that two
basic concepts of reciprocity were taken into account, i.e., the above-
mentioned concept for developed countries and another for developing
couritries which presents two variants: a certain degree of advantege where
the concept of non~reciprocity is applied, and a greater degree of advarntage
where the developing countries, in their own interest, choose to apply the
concept of relative reciprocity. It should be noted that the two variants
of the concept of reciprocity used in negotiations with the developing
countries were in keeping with the principle that the objective aof
negotiations to liberalize trade should be considered in the light of the

development needs of developing countries.

13/ Document TN.64/100, p.3, para. 12. /2



-44-

2. The concept of reciprocity and the 1973 GATT round
of trade nego tiations

For the developed countries
The initial criteria are set forth in the relevant paragraphs of the

joint United States-European Economic Community and United States-Japan

declarations:

United Statzs~Furopean Community Declaration. The two parties
"...recognize the need for proceeding with a_comprehensive review

of international economic relations with a view to negotiating

improvements...The review shall cover inter aelia all elements of

trade...Spacial attention shall be given to the problems of

daveloping countriss®,

(This relates to the broad quegtives of the negotiation, which
would include not only the trgdé negotiations within the framework
of GATT but elso the negotiations for reform of the international
monetary system and’agreements on internaticrial ecoromic aid,)
"..sundertake to initiate and actively support multilateral and
comprehensive negotiations in the framework of GATT beginning in

1973, ..with a view to the expansion and ever greater liberalization
of world trade and inmprovement in the standard of living of the

Zzople of the world.,.".

{This relates to the broad objectives of the trade negotiation in
CGATT. The traditionel principles are found side by side with a
gﬁﬂqz&g versicr of the principle of intarraticnal support for
development in the field of trade.)

“.veThe negotiations shall be conducted an the basis of mutual -

advantage and mutual commitment with overall reciprocity, and shall

cover agricultural as well as industrial trade®.

(This relates to the basic principles for the negotiation and to the
concept of reciprocity for developed countries. The definition and
scope of such recipmcity have not yst been officially established,
nor the nature and scope of the term “comprenhensive®.)'

/B. United States-



B, United States-quan Statement

This statement is drafted in the same terms as the United States~
European Economic Community Declaration, but some points are
clarified; as in the following sentences
YesoTO this end, they also agree 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®,
(This makes it clear that the concept or concepts of reciprocity
used do not constitute a technique or modality. It does not,
however, explain 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 required.
79,  With respect to the United States and the European Economic Community,
a more accurate interpretation is necessary of the nature and scope of:
(a) the overall objectives of the negotiation (i.e., the basic principles
of internatiosnal tréde)E and (b) the concept of reciprocity put forward
by the developed countries in their joint declaretions, The decision
which the Council of GATT adopted on 7 March 1972 does not clear up these
points, The Chairman, recapitulating a wide~ranging discussion, said:
¥ eeeThae Council has discussed seriously and resporsibly the initiative
taken by the Contracting Parties which made the two declarations.
As might have been anticipated in a matter of such importance, the
various representatives, in their statements, underlined different
aspects of the question, The countries normally considered in GATT
as industrialized and highly developed welcomed the initiative and
announced their intention of also committing themselves to initiate

and actively support multilateral and comprehensive negotiations

/in the



"in the fremework of GATT beginning in 1973. subject to such internal
authorization as may be requ1red. ,
Representativas of the develnping countries have certeinly expressed
interest in the terms pf 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 nggotiations.
There wes full support'for the proposal to seek actively in GATT to
solve existing trade problems in 1972 and to analyse and evaluate
alternative techniques and procedﬁres fér multilateral negotiation
of long-term problems, The Council agrees that special attention
should be given to the pfcblems of developing countries, including
the special arrangements that will be necessary {or the participation
of these countries, ‘

(b) Eor the developing countriss

8aq, The ve.erence to SQBCIFl ._technigues and modalities (the wording used

by GA’S), erd to s _EQC’aJ rechniques, modalities end ground rules (the wording

used in resoluticn TD/L.97 adopted at the third sessisn of UNCTAD) does

not cover two points of basic interest to developing countries as a whole:
the basic objectives of the neéotiations and the concepts of reciprosity
which will be used to give them content., In the United Gtatec—Japan -
Statement it would seem that the techniques and modalities do not inciude
the concept of reciprocity, since this is expressly referred to in another
paragraph of the same.ducdment. Therefore, the developing countries should
press for specific wording regarding the'basic'objectives f/ in keeping
with their particular interests and regarding the concept of reciprocity

to serve those objectives.

*f See paragraph 115 and annex 5.
/81, A



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

do not favour the growth of exparts of manufactures and semi-manufactures
from developing countries and, consequently, 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 to import, The reciprocity of concerted action involves certain
efforts, essentially for development, on the part of the developing
countries, thus giving them a right to expect that other countries = i.e.,
developéd countries - will grant them concessions and take action within
the context of global strategy 14/.

C, PRelation betwzaen the Generalized System of Preferences
and the trade negotiations

82, The relation between the 1973 trade negotiations and the Generalized
System of Preferences raises several guestions, which can be grouped in

two categories: (a) the impact of the negotiations on “he 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 two aspects, they can appropriately

be considered separately.

lﬁ/ "This calls for a global development strategy based on joint and
concentrated action by developing and developed countries in all

spheres of economic and social life: in industry and agriculture,

in trade and finance, in employment and education, in health and
housing, in science and technology" (BGeneral Assembly resolution
2626 (XXV), preambular paragraph 7). See also chapter I of document
TD/B/186 and Corrigenda 1 and 2.

/1. Impact



1. Impact of the trads negotiations on the
: Generalized System of Preferencss

§3, . There is a risk that the tariff negotiations taking place between

the deQelnped countries may, as a result of new customs tariff reductions,
dilute the preszant preferential advantages enjoyed by the developing
countries, It thus seems essential that the developing countries should
meke sn effort to secure the establishment in the preparatory stages of

the negotietions of a gensral rule that the ;atter must not adversely
affect existing margins of preference, i.e., the developed countries must
not rsduce their tariffs on products included in the system of preferences,
or else all reductions must be accompanied by a .corresponcding reduction

in the residusl tariff so as to maintain the margin of prefarence,

e8a, The system of preferences is bound to be affected either directly or
indirectly, however, even if the new rule is accepted by all the countries
taking part in the negotietions, so that»compensatory measures will have

to be taken, The dirsct effects will be a result of vioclations of

the proposed gensral rule. involving reductions of the margins of preference
as a result of the bilateral nr multilateral nagotiations betwesn developed
countries; the indirect effects will be multiple and almost impossible

to foresee,

85, Thus, for example, a gensral tariff reduction may, even if the margin
of preference is maintained, improve the competitive passibilites of a
specific 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 cﬁﬁntry vis-&=~vis competition from a developed
country may be drastically reduced if a given margin of preference drops

from, say, 50-25 to 20-10. The expanded Eurcpean Econamic Community,

/morecver, will



moreover, will absorb markets which previously had their own systems of
preferences (the United Kingdom and the Scaﬁdinavian countries), and trade
within the EEC will inevitably be detrimentsl to the competitive possibilities
of the dewveloping countries in these markets, thus inﬁirectly weakening
the overall efficiency of the system of preferences,

86, It is therefore necessary to introduce a sscond general rule into
the negotiations, providing for appropriate compensation to be made for
direct or indirect losses within the Generalized System of Preferences,
87. Such ccmpensation could take various different forms: (a) the
granting of non-tariff preferential treatment for products directly or
indirectly affected by the tariff reductions; (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) financial compénsation.
88, The first two methods involve 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 oFAthis provisional report.

It will thevefore not be dealt with here in detail,

89, Just as important as the above problems is the question of the
develicped countries which up till now have not put into practice the
Generalized System of Praferences adopted by UNCTAD, These countries,
which figures a country of great importance in the world of trade, should
be urgsed to extend 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 question of
compensation for the loss of margins of preference. This would give the
countries which have granted preferences grounds for not considering the

problem'of compensatiaon,

/2. Adoption



2. Adoption of edditional Erefeggnceé

90. . 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 indisperisable for the international
community to fulfil its commitment to spesd up the economic develapment of
the developing countries and eliminate the inequality betwsen rich and
poor nations, and (b) that they would constitute a minimum pledge to avoid
the daterioration of the present system of preferences during the trade
negotiations, as pointed out in the last section,

91, The first point might usefully be enlarged upon, The developed
countries have pledged themselves within the framework of the Second

United Nations Development Decade to take the measures necessary to maintain
aAgertain growth rate in the devsloping countries, including a minimum

goal far the increase of exports, Full recognition has been given in
UNGTAD to the fact that preferential treatment is essential if the developing
countries are to expand and diversify’ their exports to the markets of the
developed countries.A Part IV of the General Agreement on Tariffs and

Trade also recognizes the nesd for individual and joint action to further
the development of the economies of the developing countries, and in
articie XXXVI, paragraph 3, states that "there is nsed for positive efforts
desigred to ensure that less~developed contracting parties secure a share
in the growth in international trade commensurate with the needs of their
economic development®, Since it is difficult to conceive of an adequate
share in the growth in international trade without preferential treatment,
this point will obviously have to be considered in the future trade
negotiations,

92, If this premise is adopted, the developing countries taking part in
the forthcoming trade negotiations should take as their aim the raising '
of the level and the broadening of the spectrum of the present system of

/preferences, In



preferences, In order to raise the lével of the system, greater margins
of preference should be granted to the developing countries in general;
to broaden its spectrum, preferential treatment should be extended to
other branches of products, including agriculturel products, even when
semi-processed, and other measures of protection should be granted with
regard to manufactures and semi-manufactures, i.e., in respect of non-
tariff barriers, |
93, It is suggested that special groups should be set up within GATT
to study possible techniques and modalities in order to achieve these
aims,
94, \Various different aspects should be taken into account in the general
approach to the adoption of new preferences, With regard to ggricultural
products, preferential measures should be provided for through the adoption
of appropriate mechanisms based on the followingf
(a) Measures to give the developing countries 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 campeting;
(b) Reduction of barriers to trade in basic commodities, on a
preferential basis;
(c) Adoption of preferential price policies, and
(d) Adoption of appropriate measures, including economic reconversion,
to eliminate protsction policies for agricultural products

which affect the exports of the developing countries,

/95, These



95, These are not gxhaustive suggestions., They should be reviewsd on

a more concrete basis, bearing in mind the special features of trade in

the different types of product 15/. _ .

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

to increasing the margins of tq;iff preference and adopting preferential
tariffs for new branches of products, The secretariat of GATT has prepared
a note (documsnt COM,IND/W/76, 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:bé,adapted,fshould
form the basis for considering possible preferential treatment fqr the
developing éountrigs. Of the 29 non-tariff barriers on the list, those”.

-----

which seem g priori to offer immediate fislds for the edoption of preferences
are:

(a) Quantitative restrictions;

(b) Restrictions in connexion with licences;

(c) Regulations with regard to minimum prices;

(d) Variable dues;

(e) Special import regulations;

(f) Standards and norms of quality;. |

(g) Measures regarding the share of the State in trade.
97. Other measures warranting more careful study may also come to mind,
such as measures on some internal duties applied by the EEC. Lastly,

- consideration should be given to the adoption of measures to suppress or

reduce the scope of escape clauses,

15/ It should be noted that the term "basic commodity" is used here in a
sense which goes beyond that of agricultural products, and reference
is made to preferences in agriculture in order to keep in line with
the distinction GATT makes between industrial and agricultural products

/o8, If
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98, If the trade negotiations take up the question of additional
preferences, the considerable problem of legal repercussions will arise,
calling for careful examination by the developing countries, The General
Agreement does not contain explicit references to the principle of non-
discriminatory and non-reciprocal preferential treatment adopted by

UNCTAD, Part 1V of the Agreement refers in a provisory manner to the
prirmciple of non~reciprocity (article XXXVI, paragraph 8), and recognizes
the need for special measures in favour of the developing countries, but
mekes no mention of a gereralized system of preferences for them, This

was why GATT had to make a special exception in 1970 in order to establish
the Generalized System of Preferences,

99, The evolution of international trade and development polfcy since
1964, however, has led to broad acceptance of the principle of preferential
treatment for the developing countries, It would therefore seem'appropriate
to consider the possibility of assimilating this principls into the legal
framework of GATT on the accassion of the regotiastions on additional
preferences, should these take place, A new article could be sdded to

Part IV of the General Agreement, establishing an institutional basis for
the generalized preferences in favour of the developing countries, which
would consolidate these measures and make compulsory, from the legal

point of view, the pledges of the developed countries,

100, This would certainly be an important step an the part of the
international community towards recognizing the special situation of the
developing countries and towards accepting the need for special measures
to speed up their economic development,

101. At the same time, it should be clearly understood that the establishment
of a legal basis for the Generalized System of Preferences within GATT by
means of a new article in Part 1V, or through other legal measures which

/might be



might be considered at a later date, should not affect in any way the
campetence of UNCTAD with respect to the Generalized System of Preferencas,

&

nor affect its role in present or Future negotlatlons on thlS system.

| D." Felationship with monetery reform |
102, The close_link_between the problems of monetary reform and those of
trade and aid for daveiOpment became clear when the Group of Ten, in
December 1971, cumpleted arrangements on parities and monetary bahav1our,
and at the same time the two maln wnrld trading powers anncunced their
intention of implementing without delay several trade agreemants (measures
connected with the stability of the world cereals market, access to the
EEC of citrus fruits, regulation of the tobacco trade, etCe Jo
103. When the United States, the EEC and Japan dsclared tihelir intention
of initiating and actively supporting multiiateral and comprehensive
regotiations within the framework of GATT, spokesman of these countries
.stated that these negotiations would-havé a diraat relation to and
counterpart in monetary matters, thus constituting a political "1lirk"
between the two processes, This relationship was recognized by the countries
teking part in the Third Session'of UNbTAD when they tock notey in the
resolution on the present international monetary 51tuat10n, of "the inter-
dependence between problems of trade, devalopment 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 settlng—up of a committee for
the reform of the monetary system (Commlttee of Twenty), pointed out the
inter—-dependence between the specific mattars wiﬁh which the Committes
will deal and present and future agraenants on tfade, investment and

development finamce,
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104, Despitz the recognition of the right of thz develeping countries to
take part in the discussion and adoption of action decisions in all
quastions concerning the international monetary system, these countries
have so far heen cut off fraom sharing in the important decisions affecting
the develonment cf the world economy, and more especially their own
esonoiries, It is likewise obvious that although the international monetary
risis has had a particularly hersh impact on the developing countries,
they have had no share in the financial and trade events which precipitated
or aggravated this crisis, The recent decision of the United Kingdom to
float the pound has resulted in new imbalances and has intensified the
need to find solutions to the international monetary situation,
105, Past experience strengthens the conviction that the developing countries
should, at every opportunity and on all occasions when these problems are
being debated, reaffirm their right to full and continuing participation
in the negotiaticns and decisions, It should be stressed in this respect
that the 1973 multilateral trade negotiations must meke it possible to
overcome some of the main harmful effects of the monstary situation on
the developing countriss economies -« especizlly the deterioration of
their external trade relations due to the fall in the international
prices of their main basic export commodities and the rise in the prices
of the imports (goods, services, licences, etc.) needed for their economic
and technolegical development,
106, Similarly, it is to be hoped that the restructuring of international
monetary and financial relationships (including the creation of additional
and long-term liquidity for development) will lead to the creation of
appropriate conditions of monetary stability which will allow the trade
negotiations to follow a normal path, free from the unknown quantities
and risks which could prejudice their success, especially with respect to
solving the problems of the developing countries, to which the developed
countries have undertaken to give special attention.

/[Chapter V



Chapter V

PRELIMINARY CONCLUSIONS

1, Scope, content and timing of the Trads Negotiations

107. The 1973 trade regotiations will probably be the most ambitious

ever hsid under the auspices of GATT., The Jjoint declarations of ths

United States and the EYT and the United States and Japan referred to

the “comprehensive rature® of the negotiations to be undertaken and to

their all-embracing content, covering all arsas of trade, with particular
attention to agriculture, which is one of the areas in which least progress
has been accomplished in previos GATT trads negotiations.

108, It is furthermore evident that thers is a very close inter-relationship
betwzan the forthcoming trade negotiations and the monetary negotiations
which are dus to start in the IMF, This relaticnehip even sxtands to the
point where it is considerad that the negotiations should be linked together,
for ths purpose of assessing the ®overall rediprocity® mentioned by developed
countries in their dsclarations, and conssguantly the cutcome of one may
depand on the outcome of the ather,

109, Th=re will also be an inevitable inter-relationship bstween the

trade negotiations themselves and the regotiations due to start early in
1973 in GATT on the enlarged Europsan Economic Community.

110. The progress achieved in the latter negotiations, participation in
which will be restricted to the contracting parties of GATT, will have a :
direct bzaring on the course of the trade negotiations themselves and will

probably affect their scope, contsnt and timing, i}



111, In the preparation of the position of developing 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 enlarged European Economic
Cammunity and in the IMF regarding the world monetary system.

112, It is also important to note that the timing of the trade nsgotiations
will depend, at least in part, on the progrsss made in the other areas

of negotiations mentioned above, so that the developing 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 certein 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 negotiations, it sesems that
the most urgent task confronting the Latin American countyies and the
developing countries as a whole is to define clsarly, and as soon as
possible, the overall cbhjectives of their participation in the negotiations,
gnﬁ to try to define, on the basis of these objectives, the special ground
Arules, technliques and madalities which should govern negotiations with them,
This task, ideally, should be completed before the end of 1972, and should
in no case be left until the developed countries have already started
establishing the techniques and modalities for the negotiations among

themselves,

2. Elements for the formulation of the negotiating position
of the developing countries

113. It would be premature to endeavour to establish, at this sarly stage,

concrete and specific elements of the negotiating position of the developing
countriss, Howsver, in the light of the considerations contained in the

previous sections of the present preliminary report, certain general remarks

/may be
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may be made regarding (a) the ohjectives and principles that should guids
the participatién of the developing countries in the trade negotiations,
and (h) the special problems which the developing countries will have to face.

(a) Objectives and principles

114, The developéd countries stated, in their respective joint declarations
regarding the trade negotistions, that “special attention shall bs given

to the problems of developing countries". Furthsrmore, the Declaration

of the Group B countries at the Third Ssssion of UNCTAD stated, with respect
to trads negotiations, that the developad countriés "racogrnize the need to
ensure effective participation by the developing countriss in the forthcoming
negotiations in 1973+, Navartheless.,tha-ambitious scaope of thesé
negotiations, coupled with the role they are expacted to piay in solﬁing'

the major economic and mecnetary crises which affect tha devzloped market
economy world today; may lead to the creation of a situation where the
interests of the developing countries ars relegated to a sccondary level,
This means that unless the developing countries succeed in obtaining, by
their own initiative the fullest and most effective participation in thsse
nagotiations, 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 between 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 trads in ordsr

to accelerate their development process is duly taken into account at all
levals and in all spheres of the‘négbtiétions. A | |

115, 8ince the main objective of tﬁe developed countries in the negotiations
is "the expansion and liberalization of world trade®, it is considersd
essential that the negotiations in GATT should also recognize as a basic
objective of the developing cbuntrias. "the needs of economic development®,

JWith regard
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With regard to this objective, the 1973 trade negotiations should as far
as possible seek to meet the needs of the developiqg countries as defined
in the Action Programme for the Second United Nations Development Decads
and in UNCTAD, including the special needs of the lsast developed and
land-locked developing countries,

116, In other words, this implies, the adoption, within the context of
the trade negotiations, of measures to permit the developing countries to
secure a substantial increase in theilr exports to developed countries and
consequently in their share in the growth of international trade.

117, Another objective which would be worthy of considsration in the
light of the future evolution of the trade negotiations themselves would
ba the establishment of an adequate legal framework, within a revised overall
structure of world trade relatiaons as governed by GATT, which would
contain the special principles, norms and mechanisms reguired by the
developing countries to meet their particular needs,

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

(b) Specinl problems of the developing countries

119, The present report analyses the problems which appear to be of mejor
impartance to the developing countries at the present stage of preparation
of the trade negotimtions, It seems appropriate to summarize here some
gemeral conclusions which would serve as a point of departure far the

formulation of the position of the developing countries on these issuss,

/(i) On



(1) On the participation in the trade negotiations of developing
countries'whichbara not members of GATT: Full and effective participation
of these countries should be ensured in all stages of the negotiations.:
This brings out the need to solve certain basic legal questiors,
including: the question of gventual accession to GATT as an outcome of the
negotiations; the legal status which these countriss shall be given,
particularly in relation to the decisions taken by the contracting parties;
the quesfion of participation in certain closed or restricted meetings; and
access to restricted or secret documentation.

(ii) On the guestion of reciprocity: The crucial factor in ensuring
a successful cutcome of the negotiations with the developing countries will
be the translation of the concept of non-reciprocity inte practical
negotiating terms, The complexity of this question calls for very careful
and mature consideration by the developing countries, with a view to
formulating a position and obtaining early agireement in GATT on the matter,
Some preliminary cénclusicns on the different aspects of this question
appear in chapter IV B of this report (see also annex 5),

(ii1) pn tha guestion of the generalized system of preferences:

The trade negotiations should seek‘to enlarge both to broaden ths spectrum
and raise the level of the generalized system of preferences, as ong of the
most important means of meeting the basic objective of allowing developing
countries a gruwiné share in the expansion of world trade., At the same.tims,_
preferential margins currently in existence should not be affected, and
compansatory measures should be provided for in respect of any exceptions
to this rule, The establishmeﬁf in the General Agreement of a proper legal
framework for preferential treatment in favour of the developing countries,
on a generalized and nom-reciprocel basis, should also be sought, without
prejudice to the substantive competsnce of UNCTAD in this area.

/i) gn
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(iv) On the guestion of the relationship between the trade

negotiations and the monetary refarm: It is necessary that the developing

countries, in formulating their'pbsition regarding the trade negotiations,

should take full account of the implications of this inter-relationship and
attempt to formulate their pos{tion accordinglye.

(v) 9n_the guestion of ggggéd rules, technigues and modalitiess
It is essential that the negotiations with developing countries should be
governed by a special set of rules and mechanisms which take into account
those countries?® special needs. Although it was considered premature to
seek to define such rules and mechanisms in practical terms at the present
stage, some preliminary considerations on the matter are contained in
Chapter III of the present réport. It may also bz pcinted out that the
guestions dealt with in points (ii) and (iii) above have a direct end
fundamental bearing on the formulation of the grcund rules, techriques
and modalities of negotiation for the developing countries.
120, Finally, it seems appropriate to raise one question regarding the
developing countries in gerneral and the forum of negotiations. Clearly,
the legal forum for the trade négotiations will bs GATT. This means that
all developing countries wishing to participate in theses negotiations must
be prepared to do so within GATT, although preparatory and megotiating
activities can and should take place in other forums, particularly UNCTAD,

3« Need for a strategy for the negotiations

121, In view of the anticipated importance and scope of the trade negotiations
to be initiated in GATT early in 1973, and their duration, which must be
estimated g 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 the countries of the region in defense of their interests,.

/122, The



122, The formulation of the Latin American strategy in the trade field
must be in keeping with the mims and goals -fixed by the countries of the
region with regard to the 1973 multilatersl trads negotiatiohs and should
also define, as a matter of priority, some specific aspacts ‘mentioned in
the present report, partiéularly the conditibhs Fof the participation of
countries which are not members of GATT, the principles of reciprocity
(or of non-reciprocity in the case of- the develobing countries) which
should govern the negotiations, and the ground rules; general and spscial
techniques and modalities for the developing countries.

123, As far as Latin America is concerned, the Special Committee on Latin
American Co-ordination (CECLA) constitutes the natural forum for co-ordinating
the positions and attitudss of its members with regard to the'trade
negotiations. As already stated, CECLA has concerned itself ever since
its session in Bogotd with problems which will arise in connexion with

the participation of the dewveloping countriss, and the Latin American
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 UNCTAD that
the present report has been prepared, Its preliminary conclusions are to
ba found in the different chapters, and particuiaf atfention has besnl
given to some special problems which are dealt with in chapter iV.

124, As far as the whole group of developing countries ié'éonderned,
co-ordinating machinery has been set up (the Opsn Group of 77) which is
to operate in Gereva with the tasks of, inter alia: (a) serving as a

forum for the exchange of views and the co-ordination of its members
during the preparatory period of the negotiations, and (b) preparing
preliminary documents for consideration by developing cquné;ies"
governments on modalities; techniqués and ground rules, strategy and

tactics in the preparation of the negotiations, and procedures for evaluating

/the progress



the progress made during this stage. The Co-ordinating Group has already
held one meeting and it is hoped that at the meeting convened for 10 July

it will be possible to establish the work programme and the forms of
organization and operation,

125, 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.

126, In a different order of ideas, the Latin American countries might
envisage the possibility of using existing or specially estaklished co
co-ordinating machinery to carry on a bilateral dialogus with the three main
developed members of GATT who will take part in the negotiations, In the
case of the United States the use of CECON (the Special Committee for
Consultation and Negotiations of the Inter-American Economic and Social
Concil) would permit comsultations and contacts in connexion with various
aspects directly or indirectly associated with the negotiations, and the same
results could be achieved, in the case of the EEC, by using the systam of
co-operation which operates at the ambassadorial level between representatives
of Latin America, the member countries of the European Communities, and members
of the European Commision, As regards 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 trads negotiations,

JAnnex 1
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Annex 1

JOINT JAPAN-UNITED STATES STATEMENT ON INTERNATIONAL
ECONOMIC RELATIONS « 9 FEBRUARY 1972

The Director-General has today received frbm the delegations of Japan
and the United States, for transmission to contracting parties, the following
Joint statement on Internationdl Econgmic Relations.

Japan and the United States toﬁaj made the following declaration and
agreed to communicate the declaration‘to the Director-General of the GATT
for transmittal to the contracting parties. Other contractlng parties are
invited to associate themselves with this declaration to the extent and at
the time which they would deem appropriate. g

Japan and the United States recognize the need for proceeding with a
comprehensive review of international sconomic relations with a view to
negotiating improvements in it in the light of structural changes which have
taken place in recent years. The review shall cover inter eiia all elements
~ of trade, including measuras which.impede or distort agriculiural, rew
material and 1ndustria1 trade. Special attention shall be given to the
problems of developing counurles.

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 Committesc 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 agree in 1972 to
analise and evaluate in the GATT alternative.techniques and modalities for
multilateral negotiation of 1ong-term problems affectmng all elements of
WDrld tmdan

Japan and the United States undertéke to initiate and actively support
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 liberelization of world trade, improvement in the
international framework for the conduct of commercial relations, and
improvements in the standard of living of the people of the world, These
multilateral negotiations shall be conducted cn the basis of mutual advantage
and mutual commitment with overall reciprocity, and shall cover agricultural
as well as industrial trads, The negotiations should involve active
participation of as many countries as possible.
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JOINT EUROPEAN COMMUNITY-UNITED STATES
DECLARATION - 11 FEBRUARY 1972

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

Within the framework of their negotiations, the United States and the
European Community have agreed to communicate the following declaration to
the Director-General of the GATT for transmittal to the contracting parties.
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 recognize the need for proceeding
with a comprehensive review of internatioral economic relations with a view -
to negotiating improvements in the light of structural changes which have
taken place in recent years. The review shall cover inter alia all elements
of trade, including measures which impede or distort egricultural, 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
support multilateral and comprehensive negotiations in the framework of GATT
beginning in 1973 (subject to such intermal 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 alia through the progressive dismantling of
obstacles to trade and the improvement of the international framework for the
conduct of world trade, The Community states that in appropriate cases the
conclusion of intermational commodity agreements are also one of the means
to achieve these aims. The United States states that such agreements do not
offer a useful approach to the achievement of these aims,

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

The Untied States and the Community agree to initiate and support in
1972 an analysis and evaluation in the GATT of altermative techniques and
modalitises for multilateral negotiation of long-term problems affecting all
elements of world trade.



The United States and the Community will seek to utilize every

opportunity in the GATT for the settlement of particular trade problems,

the removal of which would lessen current frictions, and will strive for
further progresswith respect to those matters now being discussed in the
GATT Committee on Trade in Industirel Products and the GATT Agricultural
Committee. They agres that progress.in GATT in solving specific problems in
1972 could facilitate the way in the GATT for a new major initiative for
dealing with longer-term trade problems.

//'\nnex 2
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Annex 2

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

Recapitulating the discussions, the Chairman said that the Council
had seriously and responsibly considered the initiative taken by the
Contracting Parties that had made the two declarations. As was to be
expected in relation to such an importmat matter, different delegations had
stressed different aspects of the gquestion. What were normally regarded in
GATT as industrialized and highly developed countries had welcomed the
initiative and had announced their intention of Jjoining the undertaking to
initiate and actively support multilateral and comprenhensive negotiations in
the framework of GATT beginning in 1973, subject to such internal authorization
as might be required.

The representatives of the developing countries hed certainly expressed
interest in the initiatives, but they had also made it quite clear that
their assoclation with them would depend on the detailed arrangements
established for their participation., They required more time and more
information, especially about the technigues and modalities for the
1973 negotiations,

There had been ample support for the proposal 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 undertaken of the various
possible techniques and modalities for the multilateral negotiation of long-
term problems. The Council agreed that attention should be given to problems
affecting the developing countries, including the special arrangements
that would be necessary Tor their participation,.

l/ 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 relations®,

JAnnex 3
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DRAFT RESOLUTION ON MULTILATERAL TRADE NEGOTIATIONS
SUBMITTED BY THE GROUP OF 77 1/

The United Nations Conference on Trade and Development,

Noting the declarations made by major trading nations to the GATT

. which recognize the need for a multilateral and comprehensive review of
international economic relations which shall cowver, inter alia, all
elements of. trads including measures which impeds or distort agricultural
raw material and industrial trade, :

. Further notigg the undertaekings in these declarations to initiate and
actively support multilateral and comprehensive negotiations in 1973 with
a view to the expansion and even greater libsralization of world trade and
improvement in the standard of living of the ppaple of the world,

Nating that these declarations provide for specsial attention to be
given to the problems of developing countries, :

otigg that these negotiations are aimed at liberelizing teriff and
non=tari ff and other barriers affecting agricultunal as well as industrial
trade, :

RBecalling 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 extsnt, the satisfaction of
the developsd countriss in the achievements from the negotiations, in spite .
of the commitments made by the developed countries, and that many questions,
including the reduction or elimination of duties and of non~tariff barriers,
on praducts 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 General Assembly
Resolution 2725 (XXV) in regard to the implementation of the International
Oevelopment Strategy for the SecondUnited Nations Development Decade,

mm)Ao IIT document TD/L.61/Rev.l, 11 May 1972, (Agenda item
B(a n) |



Aware of the need to take into account the relevant resolutions of
UNCTAD, including the resolution on special measures in favour of the
least developed among the developing countries,

Stressing the urgency of resclving the trade and development problems
of deweloping countries,

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

Noting that while the developing countries have expressed eppreciation
of the afore-mentioned initiative by the major trading nacions, they did
" not commit themselves to take part in the negotiations until the techniques
and modalities, which will adequately teke into account their interests
and aspirations, are evolved with their full participation,

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

Noting further the declaration of the Group of 77 concerning the
forthcoming multilateral trade negotiations,

Recommends that

A Principles

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

(a) The developing countries, collectively or individually, shall
not suffer, directly or indirectly, adverse or prejudicial effects as a
result of these negotiations, On the contrary, the nagotiations shall
provide the developing countries with additional benefits that represent
a substantial and meaningful improvement of their position in intermatiomal
trade so that they secure an increasing share in the growth in intermational
trade commensurate with the needs of their sconomic development on the
basis of non-reciprocity, non-discrimiantion and preferential treatment.
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(b) If the preferential advantages enjoyed by developing countries
are adverssly affected by the results of these negotiations, the developed
countries shall take additional measures to compensate the developing
countries so affected,

(c) Developad 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 marksts of developsd
countries, and where appropriate devise measures designed to attain stable,
equitable and remunerative prices for thelr products,

(d) A1l developing countries shall be entitled and enabled to
participate fully, effectively and continuously in these negotiations in all
stages so that their interests are fully taken into account,

(e} A1l the concessions which may be exchanged by developed countries
among thamselvas should automatically be extended to all developing countries.

(f) Concessions granted by the deVeloped countries to developing
countries nesd not be extended to developed countries,

(g) In the negotiations among developing countries the tariff and
other concessions which they may negotiate among themselves shall not be
extended to the developed countries. i

(h) The negotiations should as a matter of priority secure significant
concessions for the products of particular interest to least developed
countries ™

{

(1) Utmost priority shall be accorded to the remowval of all barriers
to the products of expart interests to developing countries in the market
of developed countries,

(3) Concessions agreed upon in the negotiations in favour of
developing countries shall bs mads available to them: immgdiately and will
ot be phased,

B Particigation of developing countries in preparatory work

2e Special techniques, modalities and ground rylés shall be established
for the negotiations to give effect to the Principles stated in Section A
gbovee




3. All developing countries should be entitled and erabled to participate
fully, effective.y and continuously in the negoiiations in all its stages

on the modalities, technigues and ground rules that will govern these trade
negotiations so that their interests are fully taken into account.

C. Advarce action

4, Actinn by daveloped countries to promote the trade of developing
countries shall riot be delayed in any way by the forthcoming trade
negotiations. To this end, all developed countries should implement the
relevant Resolutions and Recommendations of UNCTAD within time targets agreed
upon in these Resolutions and in the Internaticnal Dsvelopment Strategy

for the Second United Nations Developmant Decade. In the same manner, the
appropriate bodies in UNCTAD, immediately after the third session of the
Conferesnce, should continue and intsnsify the consideration of specific
measures with the aim of attaining concrete and significant results in favour
of developing countries in the field of trade liberslization and pricing

policy,

D, Preparatory arrangements

5., The Secretarv-Ceneral of UNCTAD is requested to prepare as soon as
possihle as part of the necesssary documentstion for these negotiations,
a survey of problems of interest to the developing countries in these
negotiations, in order to assist the developing countries in their
participation during the variocus steges of Lhese negotiations as well as
other neceszary studies. '

6. The Secretary~General of UNCTAD and Director Gereral of CATT are
reguested to establish a mechanism to co-ordinate their activities in
assisting the developing countries in their participation during the various
stages of these negotiations and in preparing for and facilitating the
holding of these negotiations.

7. The GATT Secretariat is requested to make available all the relevant
documentation concerning these negotiations to all developing countries.

8. UNDP, in consultation with the Secretary=Gensral of UNCTAD and
Director 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 for them to enable them to participate effectively in these
negotiations.



BESGLUTION ADOPTED BY UNSTAD ITI ON
- MULTILATERAL TRADE NEGOTIATIONS 2/

The United Nstions Conference on Trade and Develooment

Ngting 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 the expansion and ever
greeter liberalization of world trade and improvement in the standard of
living of the people of the world,

Noting that these declarations provide fof special attention to be
given to the problems of developing countries,

Noting that thnese negotiations are aimed at liberalizing 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 nuc able to share, to the same extent, the satisfaction
of the participant developed countries in the achievements from the
negotiations, and that many questions, jncluding the reduction or elimlnation
of duties and of non=tariff barriers on prnducts of particular lnterest to
them had remained unresclved 3/,

Recngnizing the role and responsibili+Lea cf UNCTAD in the promotion of
internaticnal tradg; as well as the role assigned to it in regard to the
1mplemuntatlon within its competence, of the International Development

trategy for the Second United Nations Devélbpment Decade,

Aware of the need to take into account the relevant recommendations
and resoluticns of UNCTAD, including Conferencs resolution 62 (III) of 19 May
1972 on sp301a1 measures in favour of the least developed among the developing
coun“rles,

2/ ** The Conference adopted this resolution (UNCTAD documeﬁt TO/L.97) without
" dissent at its 119th plenary meeting on 20 May 1972,

g/ See The_Kennedy Round estimated effects on tariff barriers, (United
Nations publication, Sales N°: E,68,I1.D,12), part one, eppendix VI,

(%



Considering that any general settlement of international trade problems
shoulg take into account the interests of all flows of intermational trads,
in particular those of developing countries,

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

NE&EQ% that while the developing countries have expressed appreciation
of the afcrementioned initiative by tire developed maricet-economy countries
they did rnot commit themsslves tn taking part in the negotiations until the
techniques and modalities, which will adequately take into account their
interests and aspirations are svolved with their full participation,

Aware of the fact that some of the developing countries, especially
those that are least developed, are not able to take full advantage of existing
trade preferential arrangements and that efforts should be made to accommodate

their trade interest in these negotiations,

Noting further the declarations of Group B and of the Group of 77
concerning the fortheoming multilaterel trade negotiations,

A. Principles put forward by the developing countries

Ta Draws attention to the view of the developing countries that the
multilaterel trade negetiations should be governed inter alia by the following
principles:

(a) The developing countries, collectively or individually, shall not
suffer, directly or indirectly, adverse or prejudicial affects as & result
of these negotiations. On the contrary, the negotiations shall crovide the
developing countries with additional benefits that represent a substantial
and meaningful improvement of their position in intermational 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 by the results of these negotiations, the desveloped
countries shall take additional measures to compensate the developing countries
so affected;



-7 -

{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
devise measures desigred to dttﬁln stable, equitable and remunerative prices
‘for their products;

] (d) All developing countries shall be entitled and enabled te
participate fully,’ effectively and continuously in these negotiations in all
thelr' stages so that thelr'interests are fully taken into account;

(e) All the‘concessionéfwhich may be exchanged by developed countries
among themselves should automaticaily be extended to all developing countries;

(f) Conceéssions granted by the d=velop=d countries to developlng
cauntries need not’ bz extended to the developed countries;

(g} In the n=sgotiations am&ng developing counfries the tariff and
other concessions which they may negotiate among themselves shall not be
extznded to the developed countries;

(h) The negotiations chould as a matter of priority secure significant
concessions for the products of partlcq*ar interest to least developad
countiies; :

(i) Utmost priority shall be accorded to the removal of all barriers to
the products of export interest to develeping countries in the market of
developed countries; :

(i) concessions agr8°d upon in the. negotlatlono in favour of
: deve¢op1ng countrles snall be made available to them.immediately and will not
be phused.

B. Partﬁc g*tion of developlng countrles |

2. Bpeclal techniques, mdﬂalities and gvbund rules should be established
for the negotlatlons to ensure that special attention is given to the interests
of the dBV°lcplng countrmes.

3, All devélopihg countries should be given the 6pportunity to participate
fully, effectively and 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 General Agreement on Tariffs and Trade are invited
to make adequate arrangements,



C. Continuino 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
réelevant resolutions and decisions of the Conference and its permanent
machinery, and shall not be delayed in any way by the forthcoming tracs
negotiations,

D, Preparatory arrangements

S. The Secretary-General of UNCTAD is requested to prepare relevant
documentation without duplicating documentation prepared by GATT to assist
the developing countries in their participation during the various stages
of these negotiaticns. To this end, the Contracting Parties to the General
Agreemant on Tariffs and Trade are invited to teke the nscessary action to
enable the UNCTAD secretariat to make full use of appropriate GATT
documentation, The Secretary-General of UNCTAD is requested to give due
priority to this work within the regular budgetary allocetions without
prejudice to the normzi activities of UNCTAD,

6. The Secretary=-General of UNCTAD and the Director-General of GATT are
reguasted to co-ordinate their activities in assisting the developing countries
to prepare for, and participate in, the various stages of these negotiations,

7 The GATT is reguested to make avallable relevant documentation
concerning these negotiations to all participating developisg countries,

8. The United Nations Development Progamme, in consultation with the
appropriate organizaticns concerned with the trade necotiaticns, is invited to
consider favourably requests from governments of developing countries for
technical assistance at the national, regiomal or interregionsl level to emable
them to participate effectively in these negotiations.

S. The Secretary-General of UNCTAD is reguested to keep the Trade and

Development Board informed of any developments which may be of interest to
UNCTAD or may have a bearing on matters fully within the competence of UNCTAD.

/Annex 4
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Annex 4
DECLARATION OF THE GROUP OF u77®

"On the occasion of the adoption of UNCTAD III resolution L.97 on
miltilateral trade negotiations, the Group of the "77° decides to make
the following declaration:

Developing countries membaers of the Group of ®77" express the firm
interest to participate in the negotiations proposed by the developed
countries, if the ground rules, technigues and modalities fbreséen‘fbr the
regotiations take adequately into account their interests and aspirations.

To this end, the Group of the "77" trusts that the following
principles, inter alia, will be fully taken into account in the formulation
of tha modalitles, techniques and ground rules for the negatiaticns.

() The developing countries, collectively or individually, prejudicial
shall cot suffer, directly or indirectly, adverse or prejudicial effects
as a rasult of these negctiations, On the contrary, the negotiations shall
prcv1ds the developing courtries with additional benefits that reprssent
substantial and meaningful improvement of their position in international
trade so that they secure an increasing share in the growth in internationzl
trade commensurate with the needs of their economic develiopmerit on the basis
of non-reciprocity, non-discrimination and preferential treatment,

() IF the preferentisl advantages enjoyaed by devsloping countries
are adversely affected by the results of these nsgotiations, the developed
countries shall take additional measures to compansate the developing
countries so affected,

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

(d) All developing countries shall be entitled and snabled to
participate fully, effectively and continuously in these negotiations in
all its stages so that their interests ars fully taken into account,
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{e) All the concessions which may be exchanged by developed
countries among themselves should automatically be extended to all
developing countries,

{f} Concessions granted by the developed countries to developing
cocuntries need not be extended to developed countries,

(g) In the negotiations among developing countries the tariff ard
other concessions which they may negotiate among themselves shall not be
extended to the developed countries.

(h) The negotiations should as a matter of priority secure significant
concessions for the products of particular interest to least developed
countrias,

{i) Utmost pricrity shall be accordesd to the removal of all barriers
to the products of export interests to developing countries in the market
of developed countries,
(i) Concessions agreed upon in the negotiations in favour of developing
countries shall be made available to them immediately and will not be
phased,

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

The Group of the ®77" decides to establish a co~ordinating group in
Geneva cpen to all the countries members of the Group of the "7, based
on the principle of self-election, and which will hawve, inter alia, the
foilowing functions:

(3} Serve as a forum through which the member countries are able to
exchange points of view and co-ordinate their participation during the
various preparatory stages for the multilateral trade negotiations;

(ii) Prepere draft documentation for the consideration of the
governments of the member countries regarding the following matterss:

/(a) Modalities,



(a) Modalifies, techniques and ground rules for thefmultilateral
trade negotiaticns in accord with the pr;nciples mentioned in
the resolutiong ‘ :

(£) Strategy and tactics of the developing countries in the preparation
of the negotiations;

Al

{c) Procedures to evaluate progress in the preparation of the
nagotiations; ' )

(d) Ways and means to transmit to the government 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 .appropriately high level,

In the light of the results of the preparatory work for the
negotiations and of the elaboration of the techniques, modalities and
ground rules for the negotiations, the member countries of the group of
"77° will decide upon tha joint action which it considers necessary and
in this case will assign appropriate additional functions to the
co-ordinating group,



Annex 5

THE EVOLUTION OF THE BASIC PRINCIPLES OF INTERNATICNAL TRADE

1, Viewed as an objective of negotiation, the basic principles of
international trade are neither immutable rnor fully applied, Experience
over a reascnable length of time has shown that there is a remarkable
resistance to change regarding such traditional basic principles ast

-~ free trade:

- free access to all markets;

- eqgual treatment;

- the most-favoured-nation clause.

The general and desirable nature of the first two principles and the
Juridico~-political nature of the other two are immediately apparent.

2e Shortly after the second world war, three major development occurred
in international economic relations that set in motion a gradual but
significant change in the character of the traditional principles:
fa) the rise of the developing countries as a separate group and
the clear existence of an economic and social gap between them

and the daveloped countries;

(b) the formation of groupings of developed countries according one
another trade concessions not exterded to outside courtries;

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

3a This trend had three main effects:
(i) the deterioration of the principles of free trade and free access;

(i) the accentuation and proliferetion within GATT of exceptions to
the equal treatment principle and the most~favoured-nation clausej

(i1i) increased efforts in international forums to gain gradual acceptance

for new principles modifying traditional principles, this being
an attempt to move towards full recongition of the fact that the
requirsments of economic development should constitute the
fundamental principle of trade relations,
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