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TARIFFS AND TRADE

IRADE NEGOTIATTONS AMONG DEVELOPING COUNIRIES

Note by the Director:-General

In my capacity as Cheirman of the Trade Negotiations Cormittee of Developing
Countries I have been asked to transmit the following cormunication to contracting
parties:

"Developing countries have,; over a period of time, been engaged in trade
negotietions for the exchange of concessions on teriff and non--teriff barriers

and open to all developing countries whether contrecting parties to the GATT
or not.

"The negotiaticns have teken plece within the fromework of the Trade
Negotiations Comnittee of Developing Countries which, on 15 October 1971, with
the unenimous approvel of zembers present, zgreed to the presentation to the
CONTRACTING PARTIES of the text of 2 Protocol relating to trade negotiations
arong developing countries. The Protocol, = text of which is attached, will
be open to cccessicn by all developing countries.

"The CONTRACTING PARTISES hove been kept informed from tine to tize of the
progress iiade in these negotictions. It nay be reczlled that the CONTRACTING
PARTTES have agreed that the establishient of preferences anong developing
countries, zppropriately acdninistered ancd subject to the necessary safeguards,
could nake an inportant contribution tc the trode auong ceveloping countries,
and that such arrongements should be looked ot in & constructive and forwerd-
looking spirit. '

"Accordingly, the delegetions cof Brzzil, Chile, Egypt, Greece, Incie,
Isrzel, Koreaz, Pckistan, Peru, Spcin, Tunisia, Turkey, Urugucy and Yugoslavia,
who have exchenged concessions in these negotictions 2niongst themselves as
well as with the delegations of Mexico and the Philippines, are herewith
suboitting e formal applicction to the CONTRACTING PARTIES for = cecisicn
pernitting the inplenentation of th. Protococl cnd of ihe preferentizl
arrangenents enbodied thercin.

"It would be spprecizted if the Director-General could nake arrangenents
for the preparation of the text of &« ¢raft decision to be subnitted to the
CONTRACTING PARTIES =t their twenty-seventh session.™

The text of the Protocol nenticned above is cnnexed hereto. -
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DRAFT PROTOCOL
relating to

TRADE NEGOTIATIONS AMONG DEVELOPING COUNTRIES

Determined to contribute to the development of their economies and to
promote a sustained increase in their standards of 11v1ng -through efforts based
on their mutual co-operation;

‘Recognizing the need for strengthering their respective economies through
the opportunltles for expanding production and achieving benefits of
specialization and economies of scale that might be provided by the growth of
their mutual trade exchanges,

Noting the importance of expanding access on more favourable terms for their
goods to one another's markets and of developing arrangements which foster the
rational and outward-looking expansion of production and trade;

Resolved to take approprlate action to this end and to reduce or eliminate
tariff and non-tariff barriers that affect existing trade flows or inhibit
development of new trading possibilities, through negotlatlons based on the
_prineiple of mutual benefit and open to all developing countries alike irrespective
of whether or not theyAare contracting parties to the General Agreement on Tariffs
and Trade (hereinafter referred to as "GATT");

Mindful at the same time of the need to take into account the development,
financial and trade needs of individual developing countries;

Recalling that trade expansion, ueoncric co-cperation and cconorde integra-
tion among developing countries have been accepted as important elements of an
international deVelopmeht strategy =nd s making an essentizl cchtribuﬁion.to the
econonic devclopment of developing countries;
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Noting that the CONTRACTING PARTIES to the GATT heave agreed that the
establishment of preferences among developing countries, eppropriately administered
and subject to the necessary safeguards, could wmeke an importent contribution to
the trade among developing countries, and that such arrangements should be looked

at in a constructive and forward-looking spirit;

The governments which have, through their representatives, eccepted this

Protocol, have agreed as follows:

1. Lpplication of concessicns. The concessions exchanged pursuant to this

Protocol shall be applicable to all thc developing countries which are parties

hereto (hereinafter referred to as the "participating countries").

2., Schedules of concessions. The concessions referred tc ebove are and shall

be embodied in schedules to be annexed as integral parts of this Protocol.

3. Maintenance of thc valuc of concessions. Subject to terms, conditions or

qualifications that might be set out in the schedules containing the concessions
granted, a participating country shall not diminish or nullify thesc concessions
after the entry into force of this Protocol through the application of any charge
cr measure restricting commerce other than those existing prior theretc, except
where such charge corresponds to an internal tax imposed on a like donestic
product, an anti-dumping or counterveiling duty, or fees ccimensurate with the
cost of services rendered, and except eny measures authorized under paragraph 11

or applied pursuent to paragraph 1 3.

4. GCommittee of perticipating countries. A committee of participating countries
(hereinafter referred to 2s the "Comnittee") is hereby established, consisting

of the representatives of the govermnents of the perticipating countries. The
Cormittee shell meet from time tc tine for the purpese of giving effect to those

provisions of this Protccol which involve joint action and, generally, with a



L/3598 -

Poge 4

view to facilitating the opcration and furthering the objuctives of this Protocol,
and shall coilect the stotisticcl an . other informeticu necessary for the discharse
of its functions. The Committec shall acopt such rules of nrocedurc as may be
nccessary. Decisions shall be teken by a majoriiy of the votes cast except in

the case of modification cr tcrminmation of tiac arrangcucnte under this Protocel,
and except in the czse of zcecssica tc this Protocol, whon o two-thirds mejority
shall be required, and unless otherwise specified. .ny nodificaticn of the
arrangecents under this Frotocol shell bocone offective in respect of thosé
participcoting countrics which ccecent il end thoreafter for éach other pertiecipating

country upen acceptance by it.

5. Review. The Ccumittec shall keep under review the arrangements under this .
Protocol taking intc azccount the objectives set out in the Preamble hereto. Not

lcter than the end of the fifth year from the entry into force of this Prctoccl

the Cormittee shall undertake a nejor review of those arrangenents to determine -

whether they should be modified, enlarged cr terminated.

6. Additions or enlargerents to the schedulcs of concessions. The Committee

shall keep under review the possibility cf prcnoting negotiations for additions or
enlargements to the schedules of concessions and nzy at any tine sponsor such

negotiations.

7 Provisinon for periodic renegotiation of conccssions. It shall be open for a

participating country dwriug a pecriod of three months imwediately preceding the
end of every three-year period from the entry intc force of this Protocol, upon
notification to the Committee, to enter into renegotiations for the withdrawel or

modification of any concessions in accordance with the provisions of paragraph 9.

8. Special circumstances. The Committec may at any tine authorize the rencgo-

tiation of a concession in accordance with paragraph 9 in special cireumstances
including those relating to the development, financial or trade situation of a

paerticipating country which shell have granted such concession.
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Gl Renegotiation for the withdrawal or modification of concessions. In any
renegotiation for the withdrawal or modification of a concession the participating
countries concerned shall endeavour to maintain a general level of concessions no
less favourable to their mutual trade than that existing prior to such renegotia-
tions. For this purpose the participating country seeking to modify or withdraw

a concession shall enter into renegotiations with the participating country or

countries with which the concession was originally negotiated, or with any other
country which has a substantial trade interest in the product or products affected
as determined by the Committee., If agreement cannot be reached between the
participating countries concerned within six months from the end of the three-

year period referred to in paragraph 7 or from the date on which the suthorization .
pursuant to paragraph 8 has been granted, as may be the case, the participating
country seeking rensgotiation shzll nevertheless be free within ninety days there--
from, upon notification to the Committee, to modify or withdraw the subject
concession, In such event the other participating country or countries concerned
shall likewise be free before expiry of ninety days from the date on which written
notice of such notification or witkdraw:l is recsived by ths Committes to modify or
withdrew from thc participating country sesking rensgotiation concessions which

are substantially cquiv.lent in the opinion e nmd Se
substontially <q 1 the opinion of the Committes

10, Rules of origin. The appiication of rules of crigin with respect to the
concessions emoodied in the schedules annexed to this Protocol shall be governed

by the provisions set out in Annex A.

11. Balance-of-payments measures. :ithout prejudice to existing international
obligations a participating ccuntry which finds it necessary to institute or
intensify quantitative restrictions or other meagures limiting imports with a

view to forestalling the threat of or stopping a serious dzcline in its monetary
reserves or to achieve a reasonable rate of increase in its reserves shall endeavour
to do so in a manner which safeguards the value of the concessions embodied in the

schedules annexed hereto, Where, however, restrictions are instituted or intensified
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with respect to products covered by concessions, immediate notice of such action
must be given to the Committee and srch action may be the subject of consultations

as provided for in paragrapi 12.

12. Consultations. Bach participating country shall accord sympathetic considera-
tion to, and shall afford adequate opportunity for, consultation regarding such
representations as may be made by another participating country with respect to
any matter affecting the operation of this Protocol. The Committee may, a2t the
request of & participating country, consult with any participating country or
countries in respect of any matter for which it has not been possible to find a

satisfactory solution through such consultation.

In addition, if any participating country should consider that another
participating ccuntry has altered the value of a concession embodied in its schedule
or that any benefit accruing to it directly or indirectly under this Protocol is
being nullified or impaired as the result of the failure of another participating
country to carry out any of its obligetions under this Protocol or as the result
of any other circumstance relevant to the operation of this Protocol, the former
may, with a view to the satisfactory adjustment of the matter, mske written
representations or proposals to the other participating country or countries which
it considers to be concerned, which thus approached shall give sympathetic

consideration to the répresentations or proposals made by it.

If no satisfactory adjustment is effected between the participating countries
concerned within 120 days from the date on which such representation or request
for consultation was made, the matter may be referred to the Committee who shall
consult with the participating countries concerned and make appropriate recommenda-
tions. Where the circumstances are serious enough, the Committee may authorize a
participating country to suspend the applicetion to any other participating
country or countries of such concessions as the Committee deems appropriate in

the circumstances.
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13. Emergency action on impbrts of varticular products. If, as a result of
unforeseen developments and of the effect of concessions embodied in the schedules
annex to this Protocol, any product is being imported into the territory of a
participating country in such increased quantities and under such conditions as to
cause or threaten serious injury to domestic producers in that territory of like

or directly competitive products, the importing country shall be free, in respct

of such product, and to the extent and for such time as may be necessary to prevent
or remedy such injury, to suspend the concession. Before taking action pursuant

to the foregoing it shall give notice in writing to the Committee as far in advance
as may be practicable and shall afford the Committee and the participating countries
having a substantial interest as exporters of the product concerned an opportunity
to consult with it in respect of the proposed action. 1In critical circumstances,
where delay would cause damage which would be difficult to repair, action may be
taken provisionally without prior consultation, on the condition that consultation
shall be effected immediately after taking such action. If agreement among the
participating countries concerned with respect to the action is not reached, the
importing country which proposes to teke or continue the action shall, upon
notification to the Cormittee, nevertheless, be free to do so; and if such action
is taken or continued the affected countries shall then be free to suspend, not
later than ninety days after notice of such action is received by the Committee,
and upon the expiration of thirty days from the date of receipt of such notice,

the application to the trade of the country taking such action, of such substan-
tially equivalent concessions, the suspension of which the Committee does not
disapprove. Nonetheless, where action is taken without prior consultation and
causes or threatens serious injury in the territory of a country to the domestic
producers of products affected by the action, that country shall, where delay
would cause damage difficult to repair, be free to suspend, upon the taking of the
action and throughout the period of consultation, such concessions or.other

obligations as may be necessary to prevent or remedy the injury.

14. Accession of a developing country not a signatory to this Protocol. This

Protocol shall be open for accession to all developing countries. [ developing
country wishing to accede to the Protocol should make application in writing to



L/3598
Page 8

the Cormittee. The Committee shall take the necessary steps to facilitate the
accession of a developing country to this Protocol on terms consistent with the
latter's present and future development, financial and trade nceds as well as
past trade developments, and shall make arrangemcnts for any negotiations for
the exchange of concessions which a participating country may wish to carry out
with the developing country secking acccssion. Participating countries shall
also take thesc needs and developments into account in entering into or carrying
out such negotiations. In the light of such negotiatlons the applicant country

may accede on terms agreed with the Committce.

The Committec may agrece that an applicant country may accede to the Protocol
without 'such negotiations on terms agrced with the Committec.

15. Non-application’bf this Protocol betwecn particular countrics. This Protocol

shall not apply as betwecen any countries accepting this Protocol'if they have not
entered into direct negotiations with ecach other and if cither of them, at the time

either accepts this Protocol, does not consent to such application,

16, Temporary suspension of rights and obligations. In cxccptional circumstances,

upon request to the Committee, a participating country may be authorized by the
Committce by a two-thirds majority comprising at least half of the participating
countries to suspend temporarily its obligations under this Protocol, subjcct to
such conditions and for such specified poriod as the Committce shall prescribe.
During the period of suspension, other participating countrics may, if they so
wish, upon notification to thc Committec, rcfrain from extending concessions in

their schedules to the country conccrncd.

17. bis Withdrawzl from this Protocol. Any participating country may withdraw

from this Protocol, such withdrawal to take cffcct six months from the day on which
written notice thereof is reccived by the Director-General to the CéNTRACTING PARTIES.
to the GATT. '

18, NWithholding or withdrawal of conccssions. A participating country shall at

any tine be frce to withhold or to withdraw in wholc or in part any item in its
schedule of concessions in respect of which such participating country determines

that it was initially ncgotiated with a country which has not become, or has ccascd
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to be, a participating country. A participating country taking such actdon shall
notify the Comittee and, upon reques., consult with countries which have a

substantial intercst in the product concerned.

19, Opening for acceptance. This Protocol shall be open for acccptance by signature

or otherwise by the countrics which shall have made offcers of concessions in the

Negotiations.

20. Entry intc force, This Protocol shall cnter into force, as among the

governments which have accopted it, on the thirtieth day after one half of the
countrics which shall have exchangcd concessions in the Negotiations have accepted
this Protocol, and for each government which accepts thereafter on the thirtieth

day following the date of such acceptancc.

1. Deposit. This Protocol shall be deposited with the Director-General to the
CONTRACTING PARTIES to thc GATT, who shall promptly furnish a cortified copy
thereof and a notification of each acceptancce thercof, pursuant to paragraph 20
above, or of cach acccssion thereto, pursuant to paragraph 14 above, to each

participating country.

22, Registration. This Protocol shall be registered in accordance with the

provisions of Articlc 102 of the Charter of the United Nations.

Donc at Gencva thic ﬁat;J in a ginglc copy, in the ﬁa.nguagc_s_z except as
otherwise specificd with respect to the schedules annexed hereto, each text being

authentic,
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Draft Declaratign

Taking into account the objectives set out in the Preamble, the parties fo
this Protocol are agreed that the implementation of commitments under custcms
unions or free-trade areas among developing countries shall not be affected by .
~ the prov131ons of paragraph 12 of this Protocol. Where, however, in implementing
these commitments a party to this Protocol increases a rate of duty bound in the
schedules annexed to this Protocol, the provisions of paragraphs 8 and 9 shall apply.

It is the 1ntentlon of parties to this Protocol which partlclpateln such. custom
unions or free-trade areas to use their best endeavours to ensure that such
agreements shall not, by virtue of their provisions governing treatment applicable
in reépect of third countries, prevent the implementation of the provisions of

this Protocol and the attainment of its objectives.
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. ANNEX A
Draft Provisions Governing thc Application of Rules of Origin

In connexion with the prefcrential conceossions embodied in the schedules
annexed to the Protocol, participating countries are agreed that subject to the
provisions of paragraph (5) bclow, they will provisionally apply rules of origin

in accordance with the following principles:

(1) The participating countries shall co-operate with the Committee of
Participating Countries and shall make availablc to it the latost information
with respect to their rules of origin, procedures znd documentation applied

in connexion with the determination of origin.,

(2) A participating country which uscs primarily a valuc-added criterion or
a process criterion normally involving a changc in tariff classification for
the purpose of certifying the origin of products other than those wholly
produced in the exporting country, may, on the basis of information furnished
to the other participating countries, continuc to apply such rules with
necessary adaptations as may have becn notified. A perticipating country not
enploying rules of origin based on the abovc critcric shall ostablish such
rules prior to thc coming into forcc of concessions which it may accord, and

shall provide necessary dctails thercof to other participating countries.

(3) The authoritics of cach participating country shall take the necessary
steps to facilitate the application of rules of origin to products for which
preferential trectment is zccorded. To this cnd thc participating countries
shall endeavour to ecstablish appropriatec collaboration betwccn their competent
authoritics, particularly concerning ccrtificoation and control. The
parficipating countrics shall as soon as possiblc adopt a standard form for

the certification of origin.

(4) Without prcjudice to the provisions for consultations containcd in
paragraph 12 of thc Protocol, thc Committce may, at the request of a
participating country, cxaminc any instances of a lack of uniformity in the

application of rules of origin as rcgards particular products or groups of
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products, or any other problems related to rules of origin, including those

arising out of modlflcatlons _thegreof, that_may affect- substantively the

-

conditions of 1mportat10n of products covered by the concessions under the

arrangements or that may affect the equitable operation therecof.

(5) Not later than one year'after the entry into force of the arrangements
the Cormittee shall, on the basis of experlence with the working thereof and
of proposals put forward by governments, and in thc light of the obJectlves

- set out for these arrangcments, undertakc a review of the rules of origin

applied by the participating countries with a view to improving or harmonizing
these rules or their application to products accorded preferential treatment,
or for establishing common rules of origin, including provisions for treatment

of imported components.
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ANNEX B

Schedules of Concessions

(to be inserted here when the Protocol is open for acceptance)



