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I NTRODUCTI ON

1. At its sixteenth executive session, the Trade and Devel opnment Board
consi dered possible action on the inplenmentati on by UNCTAD of the outcome of the
H gh-level Meeting on Integrated Initiatives for Least Devel oped Countries' Trade
Devel opnent. The Board recommended, inter alia, that the Secretary-General of
UNCTAD consi der convening an ad hoc neeting as soon as possible on GSP, GSTP and
new initiatives for LDCs in the area of market access. This note has been
prepared by the UNCTAD secretariat to facilitate the deliberations of the
nmeeti ng.

2. The neeting is intended to provide an opportunity for officials and experts
fromnenber States to: (i) discuss mgjor new devel opnents in their national GSP
schenmes, including review of their special provisions in favour of LDCs; (ii)
foll ow up the announcenents for new LDC preferences made during the High-Ieve

Meeting; and (iii) propose nmeasures to extend the necessary advisory services to
enhance GSP/ market access utilization. The Board al so requested that the report
of the ad hoc neeting be brought to the attention of the Comm ssion on Trade in
Goods and Services, and Commodities.

3. UNCTAD | X recogni zed once again the value of the GSP as an instrunent for
the expansion of trade of developing countries. The Conference invited
preference-giving countries to continue to inprove and renew their GSP schenes
in keeping with the Uruguay Round trading system and with the objective of
i ntegrating devel oping countries, especially LDCs, into the international trading
system It was, in particular, enphasized that ways and nmeans should be found to
ensure nore effective utilization of GSP schenes, especially by LDCs.

4, Following the WIO M ni sterial Decision on Measures in Favour of Least
Devel oped Countries, preference-giving countries have made efforts to inprove
trade preferences for LDCs, both within and outside the franework of the GSP. At
the Singapore Mnisterial Conference, nenber States of the WO renewed their
conm tnments to support LDCs and agreed on a Plan of Action, including provision
for taking positive neasures, for exanple duty-free access, on an autononous
basi s. Further announcements of inprovenents in favour of LDCs were nmade at the
H gh-level Meeting on Integrated Initiatives for Least Devel oped Countries' Trade
Devel opnent .

. MAJOR NEW DEVELOPMENTS | N GSP SCHEMES AND SPECI AL MEASURES | N
FAVOUR OF LDCs IN THE POST- URUGUAY ROUND TRADI NG ENVI RONMENT

5. Many preference-giving countries have anended their GSP schenes in various
ways since the conclusion of the Uuguay Round, in part to adapt them to the
results of the Round.

6. The inplenentation of the Uruguay Round Agreements and wunilatera
reductions in MN tariffs on the part of preference-giving countries have
reduced, and continue to reduce, preferential margins enjoyed by GSP
beneficiaries. A few schenes have responded by lowering GSP rates with a view
to mtigating the inpact of declining MFN rates on GSP benefits. On the other
hand, two schenmes are phasing out GSP benefits for npbst devel oping countries in
the context of their progressing trade |iberalization progranmes, essentially
| eaving LDCs as the only beneficiaries.

7. The GSP and other wunilateral trade preferences are increasingly being
applied in a world econonmic setting characterized by a proliferation of
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reci procal preferential trade arrangements in the form of Iarge economc
i ntegration groupings, regional arrangements and bil ateral agreenents (e.g. Euro-
Medi terranean Association Agreenents, Europe Agreenents). Wile "m xed"
reci procal agreements between devel oped and devel oping countries offer the latter
distinctly nmore favourabl e market access conditions than those enjoyed under the
GSP, they ultimately oblige participating devel oping countries to open their own
markets to the same far-reaching extent and to introduce neasures extendi ng well
beyond tariff preferences.

8. A nunber of GSP schenes have significantly expanded their product coverage
for all beneficiary countries. Good progress has in some cases been nade in
expandi ng the coverage of agricultural products and food industry products. The
European Union has inproved preferential market access for many sensitive
products under the Lomé Convention in favour of African, Caribbean and Pacific
i sland (ACP) countries, which conprise 39 LDCs. Moreover, a few GSP schenmes have
removed quotas or ceilings on GSP benefits generally or for a range of products.
Thus, the European Union, in the course of the inplementation of a fundanentally
new GSP schene, has replaced such restrictions by a "nodulation®™ of GSP
preferences according to the inport sensitivity of production sectors.

9. GSP preference-giving countries are increasingly applying graduation
measures to beneficiary countries which are no | onger considered to be in need
of preferential treatment. A wi dening range of products of export interest to
devel opi ng countries are affected by product/country graduati ons which w thdraw
GSP cover froma beneficiary country with regard to specific products or sectors.
Sone countries have been renpved totally fromthe |list of beneficiaries. On the
ot her hand, other countries, notably those of the fornmer Soviet Union, have been
added.

10. In addition, a nunber of preference-giving countries are |inking GSP
benefits nmore and nore to conpliance with social, humanitarian or other
conditions which are not related to trade. Some preference-giving countries have
established a |ink between social or environnental conditions and GSP benefits
by granting special incentives if beneficiary countries conply wth these
condi tions.

11. Sone preference-giving countries have been making efforts to put their GSP
schenes on a longer-termbasis. This could inprove stability and predictability
of GSP benefits, pronmote investments in benefiting export industries and
contribute to an enhanced utilization of the GSP

Speci al nmeasures in favour of LDCs

12. Various special neasures have been taken in favour of LDCs. Besides the fact
that LDCs have benefited from general expansions in product coverage, sone
schemes, including those of the United States, Norway and Switzerland, have
i ntroduced extensions in product coverage especially in favour of LDCs. As a
rule, LDCs are now being granted duty-free market access for products covered
under the existing GSP schenes. Myreover, ceilings under the schenme of Japan and
conpetitive need limtations under the schene of the United States are not
applied to LDC inports.

13. A major initiative has been the expansion of product coverage for LDC
beneficiaries through the addition of nearly 1,800 agricultural and industria

articles under the GSP schene of the United States. Moreover, the African G owh
and Qpportunity Act proposed by the United States Administration in the context
of its new trade and investnment policy for sub-Saharan Africa envi sages, under
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certain conditions, granting eligible sub-Saharan devel opi ng countries duty-free
mar ket access for any non-inport-sensitive product.

14. The European Union has extended the favourable treatnment of ACP countries
under its Lomé Convention to LDCs which are not nenbers of Long, i.e. LDCs in the
Asi an region. Products subject to quotas are, however, excluded from this
ext ensi on. Moreover, the European Council has invited the European Conmm ssion to
prepare concrete proposals for additional nmeasures to be taken on an autononous
basis over the mediumtermwith a view to inproving market access for LDCs,
i ncluding the provision of duty-free access for essentially all products from
t hese countri es.

15. A nunber of preference-giving countries have relaxed stringent rules of
origin through derogations and the sinplification of certification requirenents
in favour of LDCs. Thus, the European Union has introduced a derogation in
favour of sone Asian LDCs fromits "doubl e-junp" provision for the manufacture
of certain clothing articles. Mreover, the European Council has announced t hat
the Community will pronote regional curulation facilities for the benefit of LDCs
and, over the nediumterm further adapt the rules of origin to stinulate the
devel opnment of existing industries and the creation of new industries in LDCs.

16. The African Gowh and Opportunity Act proposed by the United States
Adm ni stration, introduces regional cumnmulation and donor-country content
provi sions for eligible developing countries in sub-Saharan Africa. The GSP
scheme of the United States does not allow for donor-country content, nor does
it apply cunulation with regard to the sub-Saharan region

I'1. ANNOUNCEMENTS OF SPECI AL MARKET ACCESS PROVI SI ONS
IN FAVOUR OF LDCs MADE AT THE HI GH LEVEL MEETI NG

17. During the H gh-Level Meeting, several devel oped countries and economes in
transition pointed to the various inprovenents which they had wundertaken in
their GSP schenes in favour of LDCs and to plans for further concessions
Mor eover, devel oping countries thenselves are increasingly taking initiatives to
accord preferential market access to LDCs unilaterally.

18. Wthin the framework of the GSTP, which provides for preferential narket
access anong devel opi ng countries and speci al concessions in favour of LDCs, many
menbers grant sone special access conditions to LDCs which participate in the
arrangement. However, in spite of sone expression of interest, to date only a few
LDCs have decided to join the GSTP. A second round of negotiations is under way,
and i nportant issues which are under consideration include extensions of product
coverage, across-the-board tariff cuts and reductions of non-tariff barriers.

19. At the Hi gh-Level Meeting, several developing countries announced their
decision or intention to put in place special arrangements which would grant LDCs
preferential or duty-free access for selected export products. These measures
take a variety of forms. Several devel oping countries announced that they were
ready to introduce a GSP for LDCs or extend further special concessions in favour
of LDCs within the framework of the GSTP. Such announcenents were made by Egypt,
Mal aysi a, the Republic of Korea, Singapore and Thailand. Chile and |Indonesia are
al so exam ning the possibility of putting in place special concessions for LDCs.

Moreover, Mdrocco will introduce duty-free treatment for a range of products to
the benefit of African LDCs. India and South Africa are considering special
measures in favour of LDCs wthin their respective regional integration

groupi ngs. Turkey has introduced sel ective concessions in favour of LDCs unti
such time as it takes up the GSP schene of the European Union



20. The details of many of the concessions which have been announced still have
to be comunicated by the preference-giving devel oping countries. This ad hoc
nmeeti ng convened by the Secretary-General of UNCTAD will present an opportunity

for all donor countries to provide further information on the design and
operation of their preferential schenes for LDCs and the stage of inplenmentation
in cases where preferences are not as yet operational

I11. MAJOR | SSUES REGARDI NG GSP PREFERENCES FOR LDCs

21. Only about hal f of GSP-covered inports into devel oped countries from LDCs
actually receive preferential treatnent. Moreover, nost LDCs export very little
under the GSP; LDC products which benefit are alnpst exclusively textiles,
clothing, footwear and |leather articles, as well as processed food products. In
addition, some LDCs are not considered as LDC beneficiaries under certain GSP
schemes.

22. In the case of many GSP schenes, there remains scope for expanding the
coverage of agricultural and processed food products in favour of LDCs. In the
i ndustrial sector, the exclusion by sonme schenes of certain inmport-sensitive
areas such as many textiles, clothing, I|eather and footwear products is
particularly onerous for LDCs, as their supply capabilities lie in precisely
these sectors. In addition, many of the GSP-excluded products of LDCs in both the
agricultural and industrial sectors will continue to be subject to peak tariffs
even after the inplenentation of Uruguay Round tariff reductions. Sone
preference-giving countries also continue to apply MFA quotas on textile and
clothing inports from several Asian LDCs.

23. A product coverage which "matches" the export capabilities of LDCs woul d
significantly enhance their trading opportunities. Mreover, the granting of such
coverage by all schenmes woul d enhance "burden sharing” among donor countries and
reduce the risk of exposure to unbal anced increases in imnports.

24, Furthernore, tariff quotas on many agricultural and a few industrial
products are applied to LDCs and other countries alike, and exports from LDCs
seeking GSP treatnment may have to be accommpbdated within these quotas together
with inmports fromother countries. The tariffication of agricultural non-tariff
measures (NTMs) and the use of tariff quotas provides an opportunity for a
meani ngf ul extension of GSP treatnent.

25. Soci al, humanitarian or other conditions which are not related to trade are
applied to LDCs in the same way and to the same extent as to other GSP
beneficiary countries. LDCs have on many occasions expressed the desire that
saf eguard measures shoul d not be applied against their exports. Preference-giving
countries, on their part, have pointed to the |inkage between providing the
wi dest possible GSP product coverage for LDCs and having the possibility of
appl yi ng safeguards in unforeseen circunstances.

26. Conpl ex and stringent rules of origin can carry consi derabl e econonmc risks
for LDCs in cases where the latter are not capable of correctly managi ng these
rul es. Solutions may be sought through further liberalization of stringent

rul es, adapting origin requirenments to production capabilities of LDCs and
relaxing further conplex admnistrative procedures in their favour. Donor
countries have clainmed that the potential to provide w der product coverage and
avoi d safeguard action in the case of LDCs depends on rules of origin which
ensured that benefiting products effectively originate in LDCs.



27. The GSP schenes of devel oped countries offer a rather fragnented picture due
to major differences with regard to product coverage, the criteria on which they
base mmjor GSP policies, and the design and application of rules of origin.
Duty-free and unrestricted access for all products, as well as conpliance with
the basic principles of the GSP as stated in UNCTAD Conference resolution 21
(1), would contribute greatly to nore uniformty, stability and predictability
of preferences in favour of LDCs. It nmay also be recalled that the Enabling
Cl ause provides a standing |egal basis for special GSP treatment for LDCs.

28. The ad hoc neeting may therefore wish to consider, in particular, the
foll owi ng issues regarding GSP preferences for LDCs which devel oped countri es,
economies in transition and developing countries grant or intend to make
avai |l abl e:

(i) Scope of product coverage and preference margins, in particular
ways to tackle exclusions for textiles, clothing, shoes, food
and ot her sensitive products;

(ii) The application of agricultural tariff quotas and GSP ceilings;
(iii) Non-trade-rel ated conditionalities;
(iv) Saf eguard neasures;
(v) Rul es of origin; and
(vi) Stability and predictability of schenes to encourage investnent.

Mor eover, by analogy with the extension of Lomé benefits to non-ACP LDCs,
consi deration m ght be given to the extension of "NAFTA parity" to all LDCs on
a non-reciprocal basis.

I V. MEASURES TO EXTEND THE NECESSARY ADVI SORY SERVI CES
TO ENHANCE GSP/ MARKET ACCESS UTI LI ZATI ON

29. I n exam ni ng neasures of technical cooperation to enhance utilization, the
ad hoc neeting may wi sh to take the considerations set out below into account.

30. The goal of enhancing GSP utilization by LDCs may be pursued through
technical cooperation activities which increase awareness of existing GSP
benefits, strengthen human resources and institutional capacities to conply with
GSP procedures and hel p reduce transaction costs. To this end, direct assistance
in the formof advisory services and national workshops on individual schemes or
particular technical aspects relating to the GSP and other market access
conditions could be strengthened considerably. Furthernore, it may be envi saged
to arrange for national round tables in such countries for an exchange of
experiences with experts and enterprises from devel oping countries which have
been able to benefit effectively fromthe GSP to foster their devel opnent. In the
| onger run, one my also envisage mnmutual TCDC-type arrangenents for the
i npl ementation of training activities.

31. The nodalities of technical cooperation for nore advanced devel oping
countries may be shifted increasingly to neasures of support which enhance the
capacity of these countries to carry out national workshops, information

activities and training of their exporters at the national |evel thenselves.
Such a decentralized approach to technical cooperation would involve the
preparation of information and training materials for dissem nation to
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devel opi ng-country institutes capable to provide information services and
training courses to | ocal producers and exporters. Technical cooperation along
these |ines would reach a nmuch | arger proportion of producers and exporters and
woul d al so be nmore cost-effective

32. Strengt hening of information and training services could have vari ous maj or
conponents: (i) continuous updating and dissem nation of information on the GSP
and other trade |aws through dissenm nation of CD ROMs, diskettes or other
appropriate nmedia; (ii) placing information on GSP schemes on the Internet
(iii) the preparation of training packages for each of the GSP schenes; (iv) the
establishment of a network of cooperating training institutions in devel oping
countries (e.g. chanmbers of comrerce, export promotion institutes, academc
institutions); and (v) assistance with training of trainers and adaptation of
the trai ning packages to national conditions, where required.

33. Finally, support neasures could aimto: (i) increase financial support from
donor countries and UNDP; (ii) reinforce cooperation between preference-giving
countries and the UNCTAD secretariat in collecting GSP information; and, nore
generally, (iii) strengthen technical cooperation to expand the export supply
capabilities of LDCs, pronote industrial cooperation at the enterprise level with
ot her countries and renove major supply-side constraints.



