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1. L meeting of the Informal Group of Developing Countries in GATT was held on

17 March 1971 under the Chairmanship of H.E. Mr. C.H. Jrchibald, Ambassador of
Trinidad and Tobago. The meeting was attended by representatives of irgentina,
Brazil, Ceylon, Chile, Cuba, Grecce, India, Indonesia, Isracl, Ivory Coast, Jamaica,
Malaysia, Pakistan, Spain, Trinidad and Tobago, Turkey, the United Arab Republic,
Uruguay and Yugoslavia.

2. The Chairman recalled that the meeting had been convened to provide an oppor-
tunity for the Group to meet the representative of the donor countries for clari-
fication and information regarding the text of a waiver on the generalized system
of preferences prepared by them.

3. Members expressed their appreciation of the efforts which were being made by

the donor countries to facilitate early implementation of the generalized system of
preferencea. They would make every effort to collaborate in completing this task.

On the invitation of the Chairman, questions secking clarification on the draft waiver
were put to the representative of the donor countries by members of the Group. The
questions raised are summerized hereunder.

(a) Why do certain donor countries require a GATT Decision on the 'GSP before
the necessary legislative processes for the introduction of the schemes
can be initiated?

(b) Why did the donor countries prefer the waiver approach to that of a
"Declaration" as suggested in the secretariat notec of March 1970?

(c) Why is it not possible to include a specific reference to Part IV of GATT
in the preambular part of the draft decision?

(d) Will the consultations between contreoting parties referred to in operative
paragraph (d) of the draft waiver mean consultations between donor countries
and developing countries, or will they include consultations between donor
countries as well?

(e) In the fourth preambular paragraph, why have the drafters used the term
Tmutually acceptable arrangementsi' instead of "mutually agrecd arrangements"?

(f) Given the need to avoid duplication with UNCT.LD, how do the drafters
envisage the reviews referred to in operative paragraph (b) and the consul-
tations provided for in (d)?
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(g)

(h)

(1)

(3)

(k)

(1)

(m)

(n)

Operative paragraph (a) status that prefercntial teriff troatment will

be accorded to products originating in developing countrios generally.

Is this intended to cover all developing countries? If this is not
the casc, should not the text clearly say so?

Does the use of thc phrase "impaired unduly® in paragraph (d) mean that
only such impairment as is not a natural conscquence of thc arrangements
authorized by the waiver would be the subject of consultation, or should
the phrasc be sccn in relstion to rights and obligations under the
General [grccnent as a whole?

Was the concept of "substantizl damage" not considcred as a morc suitable
one when considering the concept underlying the phrase ‘'lupaired unduly”?

Do the terms of the draft waiver in any way imply that the donor
countries intcnd to usc it as an additional safcguard to protect their
interests beyond whet is provided for in the UNCTLD Jrrangcoucnts?

What kind of information is envisaged under (¢) and mey not the requirc-
nent to provide such information and to participate in revicw procedures
in GLIT provided for under (b), in addition to similar action being
undertaken in UNCTLD, discourage prospcctive donors froi taking part

in the GSP?

(a) (11) inmplies o possible instebility in thc benefits which the prefe-
rential system would confer. G ven the efforts which dcveloping countries
might make to invest in particular sectors in the expectatron that
improved compctitive conditions under the schcile would be avallable,

have the donors considered if preferential trcotment is withdrawn in

such cascs whether consultation should not be offered by them? Alter-
natively, why was not some kind of guarantce to maintain nargins of
preference provided for in the text of the waiver?

Since (a)(ii) nekcs it clear that the margins of prefercnccs granted
under the schome could he reduccd, why was it considered neccssary to
include the fifth prcaabilar paragraph noting that the profcrontial
arrangements would ncb be binding comnitmonts and would be tomporary
in naturc?

It appearsz that the drals waiver has already been ncgotiated between
the donor countrics. Docs.this mcen that this is a final draft, or
could the form of the legal cover and the text still be changed at this
stage?

4. In reply to the questions raised, lir. M. Reed (Norway), the represcntative
for the donor countrics, honcd that the cxplenations and information he provided
would assist membeors from devoloping countrics in sceking instructions from their
governments on the draft waivcr., Mr. Rocd rccallcd that the consultations ¢ the
GSP had been successfully concluded with the partics concocrned and that in this
process the participating donor countries had undertakon to seck thc necessary
domestic and international legel sanctions to permit the implementation of the
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scheme. On the conolusion of thc discussions in UNCTAD and following en initia-
tivo taken by thc Director-General of the GLTT, consultations immediatcly took
placc among thc donor countrics, and the draft waiver which was now before the
Group was the outcomoc of these consultations.

5. The arrengements agrcod in the UNCTAD had spceificd that the preferential
system should be implemented as carly as possible in 1971, It was, therefore,
necessary to arrive at a spcedy agrcement on the action that would bc taken in
GATT. An agreement in GATT would facilitetc the task of certein countrics Uy
enabling them to indicate to their Parliaments thet intcrnational legal sanctions
were already provided for thc preferential system. For at least onc country
prior GATT action was a gine qua non for thc initiation of necessary legisletion.
GATT action would also be an ovent of considerable politicel importance by demon-
strating that therc was a forward movement in preparations for the implementation
of the system. Mr. Reod hoped that it would be possible for discussions to takc
plage betweon developed and devcloping countries with a view to reaching agreement
on the details of a tcxt within the coming four to six woeks prior to the intro-
duction of the draft waiver in the Courncil so that the action in that body would
need to be purcly formal.

6. One of the difficultics faced in the consultations betwoen donor countries
was that, owing to internal legal problciis in some of thesc countrics, the choice
of avenues which could be explorcd in the GATT to accommodatc the GSP was limitced.
While it had been fclt that the GSP was @ major departure from the General Agreeinent
and that in the normal course the text of the General Agrocment itself should be
amended to take account of this important development, it had been considered that
this would bc cxtremely difficult to achieve in practice and that the alternative
approach of a gencrel declaration which would rcflect this iwmportant dcvelopment
in international trade policy should be explored. It was found, however, that
this approach also posed considcrable lcgal difficulties in somo countrics and it
was concluded that the only practical solution lay in the waiver approcch.

7. Mr. Roed regretted that it had not been possible to incorporate in the text
of the draft waiver a specific reference to Part IV of the General Agreement. It
would not have bocn possiblc to obtain agrecoment from all thc donor countries to
such ¢ specific rcfercncc. On thc other hand, the thinking behind Part IV was
rcfleeted 1n the sccond prcembular paragraph of the draft waiver which was taken
alimost verbetim fron Article XXXVIsl(d).

8. On the question of consultation, whilce theoretically e donor country could
fail to obtain satisfaction within thc internel OECD discussions and thus feel
obliged tou invoke peragraph (d) of thc waiver deeision, the provisions were uore
likcly to be used by developing countrics.

9. Roferring to paragraph (b) of the tcxt, Mr. Reed said that, since the arrange-
ments on preforcncos had becn drawn up wxthin the UNCTLD, it followed thet all the
incidontal arrangcnents ncccssary for consultetions on the implementation of the
proferential systori would be madc and carried out within that organization.
Howovor, certain obligations would flow from the granting of a waiver in the GATT



LDC/M/93
Pagc 4

which would have to be taken carc of spccifically within the GATT context. Thus,
the waiver decision would have to be kept under review in the GATT and some
indication would have tc be given before the cxpiry of tho decision, whether it
would neced to be modified, terminatcd or rencwed in its present form. 1t was,
howcver, clear that there would nced to be furthcr consultations as to the
practical inplementation in GLTT and UNCTLD of the rceview arrangencnts.

10. On the problca of benceficiaries, Mr. Reed recalled that no agroencnt had been
rcoched in the UNCTAD and that the subjcet was still being discusscd between the
donor countries and certain potcntial beincficiary countrics. The donor countriocs
hed, therefore, decided that, in the circumstanccs, thc draft weiver should not
refer to any list or lists of becneficiary countrics.

11, Paoragraphs (d) and (e) of the draft waiver were intcndcd to cover situations
in which complaints on the opcretion of the systun were made. It was thce hope of
the donor countries that such complaints wculd, in thce first instance, bc settlcd
bilaterally. The donor countrics werce thensclves not sctisfied with the use of the
term "impaired unduly" in paragraph (d) but the phrase was the best that could be
devised undcer the circumstances. The nain considceration in this connexion was

to make sure thaot the GATT waiver would not give risc to large nunbers of complaints
in such a2 way as tc be a barrier to the normal operction of the schem.. Howevcer,
the CONTRACTING PARTIES hod an obligation to ensurc that no country opcrated the
schems contrary to the provisions laid down in the waiver and that, whcre consul-
tations referred to in (d) led to situations where the parties concerncd had not
achieved satisfaction, the CONTRACTING PLRTIES would have to take decisions
designed to facilitate solutions to the problems reiscd. It was not considered
possible a_priori to establish at this stagc clear criteria as to what could
Justify a complaint and it was, thercfore, for thc CONTRACTING PARTIES in the

final instance to dcterninc what was mecant by "undue inpairment!.

12. HMr. Recd confirmed thet the donor countries had nc intention of using the
weiver as an additional safcguard to protect their intcrests beyond what was
provided in the UNCTAD arrangciicnts.

13. Mr. Roed did not feel that the requircnent to provide infornction and to
subrit to the review procedurcs cnviseged in paragraph (b) would discouragc
prospective donor ccuntries from teking »art in the prcferential system. 4s far
as the particular question of inforsation was conccerncd, therc would be need to
discuss the matter with the scercteriat as to the type of docwicntation which
should be provided to facilitatc the carrying out of rcviews. Thesc discussions
could alsv indicate thc kind of .nformation which would be requircd under pare-
graph (c) of the draft waiver.

14. With regard to the two provisos speeificd in paragraph (a), it was considered
nceccssary to indicate firstly that the prefoerentizl arrangencents should be
effected not by rawsing barri.rs vis-a-v.s other donor countries but by lowering
tariffs in favour of beneficiary countrics. Secondly, in spcecifying that the

GSP should not bec en obstaclc to subscquent tariff rcductions, parcgraph  (2) (ii)
was intended to reflect the deelored policy of scveral of the donor countrics
that they would strive for new trade ncgotiations in the GATT at an cppropriatc
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time which would includc thc roduction of tariffs on a iost-favourcd-nation basis.
Hc had, howecver, teken note of the point regarding o possible redundancy in rcla-
tion to the fifth preambuler paragraph. This would bc lockcd into.

15, With regard to the question of whcther the text of thc draft waiver was

final, Mr. Reoed said that the draft rcpresented the result of several umonths

of discussions among the donor countrics and it was hoped that thce toxt could

be accepted as it stood. However, it was realized that ccrtain countrics might
wish to cnsure that aspects of intercst to their were adequetely covered. It would
be helpful if developing countries would be ready to consult with develeoped coun-
tries within the next fortnight on the bosis of instructions from their governmcents.

16. Onec mcmber pointed out that ccrtain countries might cncounter d_fficulties

in agreeing to a decision which waived the provisions of Lrticle I without knewing
norc precisely what the developed countrics which werc being rclicved of their
obligations undecr thet Articlc would bc perrmtted to do. In his view, one wey of
avoiding this difficulty would be to onit the last procitouler paragrarh and revlacs
the language in the first two lines of paragraph (2), which refcrs to the wru i g
of the provisions of Articlc 1, with appropriatc language which would indiczte
that, notwithstanding the provisions of Article I, dcoveloped countrics would bt
perititted to accord preferential treatiment to products froa developing cowatrics.

17. On behelf of the Group, the Cheirman thonked the representative of the d.mor
countrics for the explanations hc had given and requcsted him to convey to the
donor countrics the appreciation of the Group for the c¢fforts they werc making

to cxpedite the impleimentetion of the preforenticl systen.



