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Introducticn
(i) The purpose of this document is to provide an cverview of the situation

with regard to the generalized system of preferences, highlighting the factors
which stand in the way of better use of the advantages granted under this important
mechanism and taking into consideration recent events and discussions, particularly
those which took place at the latest session of the Specizl Committee on Preferences.

(ii) It examines in turn the main elements of the GSP, such as product coverage,
the size of tariff cuts, safeguard clauses and rules of origin, and concludes with
some recommendations on specific improvements and means of preventing any regression
in the system, which would be highly damaging to the exports of developing countries.

(iii) The aim is thereby to guide both preference-giving and beneficiary countries
in the search for concrete solutions that will foster the objectives for which- . .
the GSP was established.
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I. General remarks

1. Under resolution 21 (II), vhich ves unanimously adopted at the second
United Hations.Conference on Trade and Development in 1968, it was agreed to .
establish a mutually acceptable systpm ol generalized non- e01proca1 ang,
non-discriminatory preferences uhiich would be beneficizl to. the dnveloplng
countriss. If was agreed that its objectives should be: (a) to increase the
export earnings of those countries; (b} te promote their industrialization;
and (c) to accelerate their rates of economic growth. :

2. . The technical, institutional and legal basis of the oystod vas set forth in

the agreed conclusions of the second part of the fourth session of the Special
Committee on Preferences in 1S70. 1In that same year, the Trade and Development
Board ook note of the agreed conclusions in decision 15 (o IV) and, at its
twenty—flfth session in 1971, the General assenbly included. preferentlal arrangements
as an 1ntegru1 paxrt of the international development strategy. The principles and
objectives ol the GSP have since been upheld in various instruments.

3, Most countries began to put their offers into practice in 1971 and, today,
there are 16 different schemes apnlied vy 20 market-economy countrics and 6
soclalist countries of Dasterm Lurope. FPreference-giving and beneficiary countries
alike agree on the usefulness of the system, bul there are sharp differences
concerning its results and the way it has been applied in order %o acnieve the
zgreed objectives.

4,  The schemes in force have developed to varying degrees, undergoing changes
which hzve both positive and negative cspects; although the scales are tipping
more towsxds an erosion, particularly as a resuld of actions contrary to the bzasic
principles and agresd conclusions of 1970, the reasons which nrompted the
establishment of the system remain fully valid two decodes later; hence the
importance of finding means of ensuring that this mechanign plays an effective

role that will benefit the developing counbries, by achieving the objectives for
which it was zet uvp.

5. The schenes of preferences differ in terms of content, scape and application;
however, they share a numbsr of common generzl featvres which may be used 2s a
basis for analysing them and which indicate the advaentages and difficulties faced
by beneficiaries in meking full use cf them. The main featnres include product
coverage, tvhe size of ftariff culs, safeguerd clauses and rules of origin.

IXI. Precduct coverage

&. The GSP wes originzlly proposed 1o promcbe exports of monufactures and semi-
nanufectures, but it wes graduelly exponded during negotiiations to cover commodities
es vell, The number of products covered differs fxrom one scheme Lo another and
their scope and trade effects therefore vary cccording to beneficiary.

7. Generally speaking, 1t mey e seid that most industrial products and a small
number of zgriculturzl products are covered, uith exceptions of varying degrees
that include products of the greatest interest to developing countries. Since
their implementation, the schemes hsve periodiczlly brcadened their offers, but
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improvements have not been significant, as shown by the high proportion of imports
which originate in beneficiary countries and continue to be subject to MFN duties. l/
In 1980, these amounted to 50 per cent on average and, in particular, for some
beneficiaries under some schemes, to over 95 per cent, so that they are practically
excluded from the benefits of the GSP, as may be seen, for example, in the tables
in annexes I and II concexning the United States and Japan. In addition, if

trade effects are considered in the light of available figures, total MFN dutiable
imports of OECD countries from developing countries in 1980 amounted to

$114.6 billion, of vhich $56 billion were covered by the GSP, but only

$24.4 bvillion received preferences; these are important fipgures which also show
that there is a great deal of room for improvement. This situation is due in

rart to reasons such as the fact that the exports of GSP beneficiaries continue

to consist primarily of sgricultural products, with a varying degree of processing,
to vhich high MFN duties are applied and which preference-giving countries have

not considered in their preference offers. It should also be borne in mind that
product coverage is in practice even smaller, as various countries cannot meet

some rules or overcome safeguards, and this further limits the use of the various
GSP schenes. ' . '

8, In addition, there is a considerable number of products of interest to

developing countries which are not covered by the schemes and for which industrialized
countries are the major suppliers: conseguently, the failure to include them
protects not only domestic producers, but also those suppliers, and deprives
developing countries of opportunities to expand and diversify their exports.

9. There has been an intensification of the discriminatory policy of excluding

some products originating from specific countries, either undexr the graduation
principle or for reasons such as the absence of special agreements with the
preference-giving country, as in the case of textiles in EEC. This is not only
contrary to the principles on which the GSP is based, but also causes serious
problems for the majority of developing countries which do not enjoy such advantages.

10. Thus, there is a great deal of room for improvement in the system if the aim
really is to achieve the objectives of resolution 21 (II). Improvements should
be approached in a positive frame of mind so that, instead of excluding countries
with the best possibilities of using preferences, offers are expanded to include
the products of countries on which the GSP has had the smallest impact.

I1I. Size of tariff cuts

11, Vvith regard fo the size of tariff cuts granted undexr the GSP, most schemes
provide duty~-free entry for all eligible articles, while others grant partial
cuts, particularly for cexrtain products or sectors of interest to beneficiaries.

1/ see TD/B/C.5/PREF/6-8 and 9.
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12. Vithin the group of products for vhich MFF duties have been entirely eliminated,
Some schemes cover a number of products with large preferential margins which

-, could play a significant role in increasing trade: for exanple, between 15 and

20 p01nb° in EBC, 15 to 25 in Japan and 20 to 53 in the United States. However,
most of these cases are subject to a priori ox conpetitive-need limitations which
hinder preferential imports and reduce or eliminate the positive impact which

a wide preferential margin might have.

13. With regard to products for which only partiecl cuts are granted, some have
margins of over 50 per cent in relétion to MFN duties, but 2 large number have
margins vhich are very small or negligible for trade promotion, including processed
and semi~processed goods, particularly from the zgricultural sector. Besides

small preferential margins, very high tariff levels are maintained: +this prevents
them from competing not only with domestic producers, but also with suppliers

in non-beneficiary countries, as duties are 2, 3 or even 10 times highex than the
averare import duties of industrialized countries. Margins of three peints on

an MFN tariff of 90 per cent, leaving = preferential rate of 87 per cent, as in
the case of some products in the EEC scheme, or of 0.4 per cent on 12.4 per cent

in the case of Japen, will not have a decisive impact on developing country exports
(see the tables in annexes III and IV).

- 14. Since the implementation of the various schemes, each preference-giving country
has periodically increased tariff margins, but by very small amounts (usually two

to three points) and without covering all IFN dutiable products; many products
xcluded from these improvements are important; this is why there are still cases
such as those indicated above. Some schemes initieally introduced small cuts,

which they substantially increcased at later stages, but retained higher tariffs

for some sensitive sectors in which they have not continued to make improvements
in recent years. (

215, It is important to note that GSP preferential margins have been eroded as a
result of cuts made in MIN duties during the MTW and of the elimination of such
barriers for various developed countries, as in the case of EEC and the establishment
of a free-trade zone with the other Western Curopean countries.

V. Safeguard clauses

16. In their schemes, the preference-giving counitries provided for saleguard machinery
to maintain some control over trade resulting from nev tariff advantoges.

17. The safepuard mechanisms that have been applied under the GSP may be ddivided into
two major groups:- (_) escape-clause type measures; and (B) & _priori limitations.

A. * Escape-clause type measures

18. Preference-giving countries provide for the application of escape clauses which
are based theoretically on axticle XT{ of GATT and under wvhich they can wholly or
partially withdraw preferential tariff treatment vhen imports of a given product
covered by the GSP increase to such an extent that they cause or threaten to cause
serious damage to domestic producers of similer or directly competing products.

As & rule, safeguard measures must be temporary and taken in consultation with

the countries concerned, as well as exceptional and non-discriminatory. The temporary
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aspact is provided for not only in article’ XIX of GATT, but also in the agreed
conclusions of the fourth session of the Special Committee on Preferences, which
state that preference-giving countries must review from time to time the safeguard
measures adopted with the aim of relaxing or eliminating them as quickly as
possible. Instead of being temporary, however, the exclusions made through this
mechanism are becoriing permanent.

19. It was also agreed in the conclusicns that preference-giving countries would
offer "opportunities for appropriate consultations" to beneficiary countries, in
particular, to those having a substantial trade interest in the product concerned,
in connection with the use of safeguard measures. Experience has, however, shown
that, during the period of application of the GSP, preference-giving countries,
with few exceptions, have unilaterally decided to apply such measures without
appropriate consultations with developing countries and, consequently, without
establishing any counterbalance for the advantages that were being grantead.

20. In this context, the preference-giving countries also declared that the
measures would be "exceptional" and would be decided on only efter taking due
account, in so far as their legal provisions permitted,.of the aims of the
generalized system. of preferences and the general interests of the developing
countries and, in particular, the interests of the least developed among the
developing countries.

2l. In addition, these measures should be adopted without discrimination. However,
this is 'yet another requirement that is not being met, as measures directed only
ageinst some beneficiaries have been adopted. Becape clauses have been applied

on few occasions and, while some countries have not had to resort to such measures,
others have used them and this hes made for uncertainty in the system, as the
considerations reviewed above have not been taken fully into account in their
applicaticn.

22. The countries which provide for safeguards solely of the escape~clause type
are Austria, Caneda (whose legislation since 1980 includes the possibility_of
establishing a priori limitations, although they have not been applied), Finland,
Norwasy, New Zealand, Svweden, Switzerland, Bulgaria, Czechoslovakia, Hungary gnd
Poland. While this type of measure is the only one for wvhich they have provided,
they have taken precautions by not including in their schemes a number of products
vhich are classified as sensitive and are usually of great importance to
developing countries.,

B. A priori limitations

25, In addition to .escepe-clause type measures, Australia, Japan, EEC and the.

United States have provided for various kinds of a_priori limitations thatl§a}l\most
heavily upon products for which beneficiaries have the best export possibilities.

These restrictive measures have become one of the most negative aspects Qf the system
and preference-giving countries have been intensifying them in recent years instead

of relaxing or eliminating them. They affect a luorge nmueber of products and ‘
beneficidries and shut off opportunities for enjoying established a@vantages for a high
percentage of the cxports covered by the GSP (in 1980, 65 per cent in EEC, 41 per cent,
in Japan, and 51 per cent in the United States).

24. In addition to their complexity and the lack of transparency in the way.tbey are
managed internally (sllocabtions to importers, absence of criferia for dete;mlg%ng the
degree of sensitivity, lack of information, oomplexlty,.etc.){ these ?estr1c§;1ef
measures are increasing discrimination, thus further heightening the insecurity from
which the GSP alrecady suffers as a result of the absence of guarantees that preferences
may really be enjoyed.
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25. The objectives of resolution 21 (II) can, moreover, not be achieved as long as
the attitude is more towards controlling (or hindering) the level of the benefit or
increase in the -share of the market, thereby ruling out further possibvilities,
regardléss of actual or potential harm or serious preaudlce to domestic production as
a result of preferences.

26. s regards a priori limitations in the EEC and Japencse schemes, there are guotas
or ceilings, established in terms of value or quantity, wvhich have not been increased
in a regular and significant manner in proportion to the growth of the imports of the
preference-giving country. _/ Many of these quotas have been increased by only

5 per cent in recent years, while others have remained constant, or, in exceptional
cases, have been reduced.

27. The competitive-need ceilings in the United Stabes scheme are a disincentive for .
exporters who menage to derive full adventage from the system. 4 minimun percentage. _
or figure ig not an approprlate criterion for terming a product from another country'as
conmpetitive, asc proved by the facv that many ﬁrt\closaxriLdoE specifically cn percentage
grounds (50 per cent) becavse they were supposedly cempetitive one ycar have nov

stood up to the veight of MIN duties in the following year and have once again bzcome
eligible. For small enterprises, this instability affects manufacturing costs znd

also affects importers, who cannot plan their activities properly and, on occasion,

vill have to cease importing. .

28. The effects of these ceilings are felt not only by the more developed beneficiary
countries but at various levels. One example is the situation of a country such as

Haiti, which is classified as one of the least Geveloped countries and was zffected in -
1981 by exporting $1,015,000 worth of mengoes (heading 147.98 of the Tariff Schedule

of the United States) accounting for 57.28 per cent of total imports. '

29. A percentage ceiling has a more restrictive effect, as the greatest possible
assistance is required when seeking to break into a nexket. However, if a product
exceeds an amount as small as $1,210,C00 (1982), it is declared competitive.

30. Besides the safeguard clauses which were originally provided for or agreed, there
has been an increasing use of differentiation or graduation, which not only violates
principles such as non-discrimination, but is a unilateral peasure that is not nutvally
acceptable and runs coanter to the vrovisions of the agreed conclusions of 1970; it

also represents a step backwards for the GSP, as it affects both large and smell-scale
exports, even those covered by 2 pr"or gquantitative 1lnltat10ns, uhich would presumabls-
already protect domestic production from any possible harm.

31. The use of graduation is even contrery to rules such as the "de ninimis" provision
in the United States scheme, which, in principle, vas introduced to avoid excluding
exports of little value and, in practice, has affected imports of less than

$1.2 million j/ or products uhich do nect exceed 50 per cent of imports cr the absolute
figure of $50.9 million in 1902, should not have been e:cluded and have a smell market
share. 4/ There has thus been an increase in the number of products and the value of
exports which are eligible, but do nct benefit from the GSP and protection is being
given to producers in preference-giving countries and suppliers in other industrialized
countries, rather than to other beneficiaries vbich make less vse of the gystem.

2/ For example, in the DIC scheme, see CCCU items 18.04, 21.02, 24.01 and 20.06.
3/ Tariff Schedulse of the United States (TSUS): 406.20.
4/ TSUS: 12, 663.70, 661.47, 663.10, 684£.50.
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V. Rulas of origice

32. Rules of origin are one of the basic elements of the GSP and are of interest
not oniy to preferelce-giving conntries, but 21s0 to beneficiaries, as it is
through sucn ruleg thabt preferences are actually granteda. In the conclusions
adopted by the Special Commitcee on Preferences in 1970, it was agqre>d Lthat rules
of origin 3hnuld facilitate the achlzvement of thz objectives of Conference
rasolufion 21 (IT), ensure effzetively for tha beneficlary countrins the advancages
of preferentiel treatment foc thoass exports which will qualify thavafor, nelp to
ensure cquivalence in conditions of access to the warkets of tha preference-giving
countries and avoin nissoaiviion of trade.

33. Sacislfacinry functioning »f° the rules of ovrigin would be greatly helpsd if it
were possible to =3tablish mutnal urust between the competeni authorities of the
aonor and beneficiary countrics, pacticularly concerning docuwentation and control.
It was agre=d that such co-op=iration should be assured bilatzrallv and through the
Instvitutional arrangemeinis as provida2d for in the relevant part of th= agreed
conclusgions.

34. It was recognlized tha', i% was desirahle to have rules of origin that were as
uniform az possibla and as simple Lo administer as practicable and that, in future,
efforts should be made to achieve ths goals on which there had, iritially, not baen
sufficient nrogress.

35. It wa=z also agreed that it was necassary Lo axamine some common elemsnts which
should be harmonized since they are us=2d in kthe determination of gubstantial
tranzformation, as well as quostions of cumulative treatmant, the criterion for the
treatmani of developed country cont=ut and possible solutions to .specific probl-ms
of th» least developad among the developing countries. During the period in which
the systum has been in force, some progresa has been mads in this field, particularly
as reagards documzntation, verification, sanctions and mubtual co-operation. Progress
remains to be made on fundamental elements such as those connectrd with origin
criteria, uwliich bave come 4o cans? serious problema for developing countrics on
account of their complexity and ensuing aifficulties in abserving some rules,
cspecially in the case of the manufacture of gouds using imported inputs.

36, No major complicacions arisz with regard to the manufactuire of goods using
exclusively domestic materials or inputs. Initially, ther: was some divergence of
opinion about what could be consideres "wholly produced"; Jn the meantime, however,
this concept has virtually been haruwonized in all the schemes, thereby making it
easier to understand., The concapt of "substantial transformation®, required for
peoducts manufactured with lnputs which are imoorted or of uncertain origin, has
been defined in diffzayvent ways by donor countrizs, one sroup applying tho process
eriterion and the other, the percentage criterion.

37. Each of these concepts has a numborr of advantages and disadvantages which
affect users of the schemes and, although efforts have been made to impitovz them,
significant results have not y2t beesn achieved. A more dztailed study of these
eriteria reveals requirements which hinder or curtail the use made of tho advantages
cstablishad in thz various markets.
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i, Process critarion

38. Under this critcrlon, which 15 used by ﬂuatv\a, EEC Finldnd Japan, Horway,
Swedzn and Switzarlandi® substantial transformation e: 1§ts when uhn product
obtained falls under a CCCM héading which is different from those of the materials,
parts or components used.

39. Sincz in many cases a change of hezading dosa not raflech substantial
transformatlon, the so-called A ang R lists were drawn up; they contain excaptions
to this rulesand lay doun furthsy requirements.

40, List A cortaina furthsr vr=quirenents other than a changs of tariff heading.
These are, Cor example, the exclusion of some materials lmported as thz starting
polnt for processing; and the exclusion cf some processes which ar2 considered
unimportant and afo, in aoms cares, subjzct to the conditlons that processing
should talke plade cn the basig of certain materials, chat such materials should be
domestic and that th2 processes gsnould consist of more than ons stag?, as well as
to additional requiremsats, irncluding the establisbment of a maximum psrecentage ‘of -
nxternal inputs, with aifferent levels and different methods of calculation,. etc.,
a situation which is so complicated that, in peactice, it constitubes a barrier to
exporta, © Within #his group of countiries, a high degree of harmonization of Lhe
vapious  conditions stipulated in the list hay been achieved by EEC, FFTA ani, to a
lesser extent, Japan. T

41, ‘These additional requirements are Justified in the case of processes which

are so simpls that thay do not contribute to the achievament of the industrialization
objectives being sought, sinces thzy do not promote the rational usé of domestic
inputs, installed capacity, manpouwer, technology, etc.; but, in A dosire to _
compensate for such cases, countiies have gone to tha other extreme, establishing

- requirements which very €ew can satisfy, a= the great majority do not bave sufficient
resources or, if th2y did meet the rulés, production wanld sither not bé p"of1table
or the necessary inv rstment would bhe vory thh

42, In addition to-these conditions, othor elowents have the effect of raleing
production costs in beneficiavy countriss which use imported inputs that are
veflectad in the price »f the product cbtained. These include transport, taxes,
administrative haudlinsg and so forth. Conzequently, so striek-an attitude is, in
some respects unjustified. ' : '

B. The percontaﬁe ciriterion

43. In the schemes of Australia, Canada, New Zealand, the Untited States, Bulgaria,
Czethoslovalkia, Hungary, Poland and the USSR, transformation is considered
substantial if the value of importad materials, parts and compenents doeés not
cxceed a given percentage of the value of the product obtainad or if the value of
domescie inputs amounts to a cprta\n minimum pchentagp of the valu> of the end
products.

"44. The application of this eriterion zivesivise co a variety of problemns which
must be <“aken into account by developing country exporters, since: ‘

(a) The required percentage L2vels ara not suitably harmonized. Thus for example,
Mistralia and New Zealand requir: a minimum domastic value added of 50 par eent and
the United States requires 35 per cent, while Canada and the socialist countries

bave established maximum foreign inputs of 40 per cent and 50 per cent, respectively.
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(b) The starting peints and eleomenis Lo be considered in the caleulation of the
sstablished percintag: Aiffar considerably from one schems to another and thus
ctoave complication=s not oniv fapr axporters, for the npurposes of calculating tha
parceniags in auastion, but also for the anbhoritiss of beneficiary countries
involved in tha proc:as of eortification of ocigin., A daveloping couniry cxportar
wishinae Lo »xport Lo Australls may includs bhe manageris szlaiy, for axamplas, in
his ealeulation o wvalue addsd, bub it cannot bz inciuded if tha goods are going
w0 bhe United Stabes. X0 Austiralian inputs are usen, they may be consideved as
domestice, whireas if United States inputs are used, 5/ they caninot be considsred
Sfae The purpos: of meetling tho valuz.-addaq requivemeﬁh uacer that sehema, IF a
ray matevial winlceh has baen imported has been substantially transformed, according
50 che rnles of the Unlkitwd States scheme, is mav be included im the caleculakion
of the 35 pur cent of domesiic value ardded, whzaircas, for Canada, the cost of that
importes paw mabocial mushk bz regavded as an external input, even if it has
undergons major substantial transformation. éf

(c) Situations such as thosc describad above lead Lo cases in which a product
that uses exbernal inputs meets ths rules of origin of one country, but does not
satisfy those of another.

(d) Some products, cspecially thosz closie to the zstablished pzrcentage limits,
are subject to problams of inflatien or changes in world pricas, which placz the
exporiter in the posibtion of somatimes baing able to satisfy the rule if prlces
remain stable, while.belng at any moment liable not to satisfy it if prices rise;
this naturally hinders production planning. Such cases havae occurred for products
such as steel wire (CCCHl heading 73.14), where it is required that the steel be
imported in bars and subjecied to extrusion and coating processes befora being
2Xported.

(e) The level of the minimum parcentags of domestic value added required is often
high and, thus, beyond the reach of various products, especially manufacturss, whose
production necessarily requires scme imported inputs. Speeific complaints concerning
such situations have bzen made ba prefevence-~giving ccuntriss. Although there ara
no fimures on any loss of praeferences as a result of failupre Lo satisfy rules of
origin, a possible consequence of such failure may be secen in the data which have
been supplied by proferenca-giving countrizs and which show that a large number of
products that ar: includad in the GSP have navartheless entered paying MFN duties.

(f) Tha lack of harmonization frequently lzads exporters Lo arrors in calculation
and in th2 detormination of origia which may cause tham Lo lose the prefevence,

not to méntion delays in obtaining certificabtes of origin fiom the competent export
authorities, with the obvious negative rapercussions on thzir trading activities.,

() Such a variety of situations creates complications for beneficiaries as regards
both che calculation of the percentage in question and the study of markets in which
they may find preferences and programmes; in manufacturing activities, in particular,
difficulties also arise for companies which markct rather than prroduce goods.

6/ . See TD/B/C.5/WG(VIII)/2.

5/ HNot inecluding TSUS 806.00 and. 807,00,
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45. VWnen launching sales in 2 given markek, a developingz country exporter must

make his calculations and submit them to thz authorities responsible for subsequently
issuiaz the ceartificate; thz2 latter usually requjre caleulations for all preference-
giranbting markests in order to havz up-to-date information and, subsequently, to be
able to check it.  This lack of harmonlzation also complicates the process of
verification andg cartification by the authorities of the beneficiavy country,
Chzcking by ths cz2riifying authoritiaes takes place within the agreed framework of
co~operation. It is also in the beneficiary countirieg! interes® to ensure that

their products have the greatest possible value added, wifhin 2conomically reasonabl.e
tzehnical limits, wikth a view to achieving the objectives set in resolution 21 (II).
If “his type of problem ariscs For the more adavanced and middlc-rank developing
countiries, it is all the more difficult for the least jndustrializad countries.

Theyre s thus a prassing nzed to e¢stablish simple rules of origin which apre better
sulted to raalivy and to the possibilitice of beneficiary countries, in order- -
affactivaely to achieve the objectivaes for which the GSP was established and ensure
that rules of origin do not become yot another protectionist meagure.

YI. Recommendations

46, It follows from the general obszrvations made in the foregoing chapters that
the“fbllowing action should be taken Lo improve the GSP:

(a) In view of their large numbeir, prodvcts which are excluded from the GSP and -
for which developing countries are not the maln suppliers should bz included as
rapidly as possibie. Subs2quently, within 2 rcasonable peiriod of time, other
currantly MFN dutliable products should be included until a considerable rzduction
has bean achieved in the high piroportica of f£rade originating in beneficiary
countries ana not envercd by the GSP at thz prasent tima. -

(b) Duty-free entry should be granted te all cliglble products, as is the case in
most of the schemes in force, and these margins sheuld be consolidated so that they
offab more sccurivy and allow full advantargz co ba made of the GSP. A minimum - -
preferential margin in relation bo MFH dutizz (50 p2r cent) should initially be
adopted in ordoer to climinate ineffrctuzl mairgins; it should subsequantly be -
rcduced to zero through a programms of cuts. In schemes which discriminate against
products” of industrialized countiies, equal condibions should be applied.

(c) A common safeguard mechanism govarnad by well-defincd objzctive cconomic aritervia
should be adopfed if harm or serious prejudice :is shown to have occurred; it should
be temporavy and subject to monitoring and international review; oconsultarions with
the benaficiiries most concerncd should be provided fop, with an evaluation of

losses, which should bc counterbalanced by other products so as not to limit the

scop» of the GSP.

(d) CQuantitative ceilings and competibtive-nzed limitations should be eliminated.
Initially, they should be fixed at the same amounts as imports during the previous
year, ‘with fixed percentages and automatic:increases, taking account of factors:
suclh as inflation, exchange rates and so forth. Differentiation and graduation
measures ai'e unacceptable under the GSP, as thly violate tho basic principles on
which the asystem was establishad. S o

(¢} Rules of origin which ar2 difficult foi* the great majority of beneficiaries
to satisfy should be e¢liminated or relaxed and realiscic requirements shculd be

established in kecping with the benceficlaries' industrial capacity, in order to

promots the achicvem i of the objeetives of the GSP.
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(f) Various aspecis of the rules of origin should be furthsi harmonized and
simplified in ordar to make them easier vo use and to aveid Lhz aifforzit
kinds of administrativs complications which concripute bo failure 5o take
advantage of thz syst-m.

(g) There should b: full and global cumulative treatmoat, without further
agministrative raquirements, in order to eacourags vhilization of the
systom.
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Annex T

IMPACT OF THE UNITED STATES SCHEME ON TH& EXPORTS

OF SOME BENEFICIARIES

Percentage of exports

(

| Rirtviterniiil
r&rinidad and Tobago i 95 i 1.3
| Bahamas 93 0.5 i
Virgin Islands 9% 0.0
Romania 81 14.5
Terkey 81 5.7
Lebanon 80 4.7
Syrian Arab Republic 95 0.6
Cuan 98 0.0
Bahrein 95 0.0
Republic of Korez 68 17.1
Singapore 62 13.7
Philippines 65 6.0
Macao 94 5.6
Brunei 97 0.0
Egypt 84 4.0
Tunisia 80 12.2
Congo a8 0.4
Togo 82 0.1
Upper Volta 65 2.5
Lesotho 62 0.6
Angola ! 77 0.0

1

Source: Based on the Report of the President of the United States to Congress

on the first five years of operation of the United States scheme of generalijzed

preferences (ID/B/C.5/L.36/4da.1), 1980.

Figures refer to 1978.




Annex IT

IMPACT OF THE SCHEME OF JAPAM ON THE EXPORTS
OF SOME BENEFICIARIES

TD/B/C.2 /217
Annex 131

! Value of MrN

GSP imports

Value of MFN

GSP imports

oenericiaries | #CHEEES ngerce, |as percentass | awtigie dmores, |os percentage

P _(Thousands of aUS) MEN (Thousands of $US) MFN

| Argentina | 344 052 ! 0.6 72 338 95.2

‘Bangladesh ; 16 716 0.3 ; 15 899 100.0
Cuba 106 723 0.0 ! 3 682 100.0
Guatemala 3 355 2.0 423 100.0
Indonesia 299 018 3.5 59 208 9&.7
Senegal 5 045 } 4.2 4 100.0
Thailand 322 653 3.9 61 467 99.9
Sudan 0.1 54 100.0
Uruguay 1 236 11.8 474 56.3
Viet Mam j 12 760 9.3 2 962 87.4

Source: Based on TD/B/C.5/PREF/9, 1981.
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SCME PRODUCTS INCLUDED I THE EEC SCHEME WITH VERY
SMALL PREFERENTIAL MARCGINS, 1982

1 2 3 4 5 6
Margin Hargin
CCCN heading Description of product MFI GSP in as %
points  (5/3)
} 03.01.B.II 6 ex 7 Frozen fillets 15 10 5 33,0
03.03.B.IV. (a) l.aa. TFrozen squid 4 2 " 33.0
| 03.03.B.IV. (a) 2. - Cuttlefish - 6 . 2 250
04 .06 ? Natural honey 27 25 ¢ 22/ 7.4
" 06.03 A ex II " Orchids 17 15 2 1.7
08.01.14 . Mangoes 6 5 12 16.6
' 08,12 & " apricots 7 5.5 © 1.5 27.2
. - wnn el : ! ;
: 09.01.AT b ; uoggezéfgzggzutea, free 13 9 o4 ! 30.7
 09.01.4 IT a ' Cotfee, roasted, nob s 1o VAR 20.0
rfrxee of caffeine ' :
09.01.C | Coffee substitutes {18 VR L 22.2
| 15.12 B " Animal oils and fats Y e 1353
: 16,02 B IT ! Prii%iii gzzﬁpreserved 17 14 g 32{ i 17.6 |
' 16.02.B.11I b.2 Prepared sheep mead 20 18 1 2% 100 :
| 16.04.ex T | Pr?%iii%ofzig mackerel) 25 19 : GE/ { 240 ;
i 18,03 . Cocoa paste 15 11 4 } 26,6 %
18.04 | Cocoa butber 12 e 4353
20,02 B | Truffles 16 14 & 2.0
. 20.02 D ' hsparagus 22 20 & | 9a
20.06.BI (c) 2 | Grapes with added alcohol 32 05 73/ ©21.8
20,07 A III ex(a) " Other fruit juices without 12 o8 14@/ 33.3
., alcohol i : ;o
21,05 B ‘ Composite {ood preparations ! 22 17 } 52< . 22,7
24,02 £ ' Cigarcttes I 90 87 1 3 1 3.3
24,02 B ' Cigavs ;52 42 i10% 19,2
| 24.02 C ! Snoldug tobacco 117 110 75*/ ! 5.9

Sources:

Official Journal of the Burcnean Conrmuities, Fo. L 365, of 21 December 1981 and

"Handbook on the Scheme of the BuC" (UNCTAD/TAP,104/Rev.8),

2/ Products with smell cuts and high duties despite preferences.

"Scheme of %he Buropean Beonomic Commnity for 19€2% (1D/B/GSP/TEC/8),
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Ammex TV
‘nnex IV
SOrE PRODUCTS INCLUDED IN THE SCHEME OF JAPAN
WITH SMALL PREFERENTIAL MARGIS, 1982
1 | 2 3 4 5 6
CCCN Description of VEN GSP Mﬁfgln Margln as
heading ; product | points (5/3)
03.05.1 (2) Other shrimps L6 4 2 33,3
08.01.L (1) Fresh bananas } 50 452/ 5 10.0
08.05.4 Sweet almonds 7.8 5 2.8 35.8
08.10 Papaya and other fruitw,
preserved by freezing,
not containing added
sugar 18 10 8 44.4
09.02 Tea put up for sale by ‘/
retoil 20 142 30.0
15.10 Stearin 6 4 33.3
16.07 ex (2) | Other prepared or
preserved meat 21.3 203/ 1.3 6.1
16.05 ex (2) ! Other frozen shrimps 10.9 92/ 1.9 17.4
18.05 Cocoa powder, unsweetened| 24.1 152/ 9.1 37.7
19.07.1 Bread and other bakers' a
wares 12 9.5~/ 2.5 20.8
20.01.1 Other vegetables and
fruits, prepared or i a
preserved by vinegar | 20 16~/ 4 20.0
20.02,2 ex (2)| Tomatoes prepared without o 5
' vinegar 12 9, i 2.5 20.8
20,06.1 ex (2)1Peaches and pears, not | oﬂ/ |
{ containing =dded sugar 27.3 2 S 7.3 26.7
20,06.1 ex (2)| Chestruts, containing . i
added sugar 28 25—/ 3 10.7
20.07.2 ex (2)]Veget ble juiees, other 22/ |
excluding tomato juice 12.4 1 | 0.4 3,2
21,02.1 (1) !Extracts ... containing R }
added sugar 24 15"/ L9 3745
21.05 Composite food | 2/ ’
preparations | 16 12 t4 25.0
21.06.1 (1) Natural yeast, active | 17.5 12.59/ oS 28.5
21.07.2 (2) B ;Peanut butter | 2404 208/ | 4.4 18.0
|
22,10 i Vinegar 2nd substitutes ! ! !
for vinegar 10 6 4 40.0

Source:

é/ Products which heve high tariffs despite the preferential cut.

"Handbook on the scheme of Japan (UNCTfD/TﬁP/Bl/Rev 9) and the scheme
of Japan, Ministry of Foreign Affairs of Japan.
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/nnex V

THe COMPETITIVE-NEED CRITERION ON SOME BEVEFICIARIES
OF THE UNWITED STATES SCHEME

| Country 1978 1979 l 1980 1981 Principal product concerned
percentages) and MFN percentzge applied
Zambia 92.5 99.8 ! 13.1 52.7 - Copper wire (1.3)
Nicaragua 68.0 | 82.1 44.5 - Sugar (7.2)
Panama 64.8 | 82.1 12.5 46.5 Sugar (7.2)
Guyana 74.9 | 81.7 6.8 - Sugar (7.2)
Dominican Republic | 74,3 T4.4 | 80.4 80.3% Sugar (7.2)
Philippines 71.4 | 34.4 | 46.5 48.0 | VWooden boards (10)
Sugar (7.2)
Prepared bananas (7.5)
Guatemsla 66.0 61.7 10.8 37.6 Sugar (7.2)
Peru 52.5 | 48.4 | 44.1 | 36.0 | Copper wire (1.3)
Chile 61.6 65.9 64.3 78.9 Copper wire (1.3)
Hong Kong 50.5 | 53.2 | 49.6 1 55.5 Miscellancous

Source: Based on

Department of Commerce stetistics and TD/B/C.S/PREF/B.




