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Preface
M . The aim of this study is to help to define the extent to which ECWA couns
tries J-/ would benefit i:y Joining GATT. This paper gives particular coverage to the
Syzian Arab Republic, the Republic of Iraq, the Lebanese Republic and the Hashemite
Kingd.om of Jorden as examples of countries in the region with a present potemtial for
rei}.é,tively diversified p:coductionv and exports. Other countries of the region possessing
leés diversified types of production and exports either follow the same pattern, con-
si@ering the composition of their production 2/ » such as the Yemen Arab Republic and
thé People's Democratic Republic of the Temen, or are countries that produce and ex~
port few products, mainly oil and oil by~products, or a small number of other export-
able commodities, such as the Arabian Gulf States 3/ « In this paper, therefore, re~
ference will only be made to the situation of other countries not included in the
example when such reference may be useful or feasible.

This paper is in two parts. Part I is general and contains a brief des-
cripj:ion. of the General Agreement on Tariffs and Trade, while Part II deals in. par-
ticuia.r with the benefits that could be derived by selected counjbries in the region
through joining GATT,

Itv should be noted that ihe conclusions arrived at in this paper are both
preliminary and general and it might be of benefit for this paper to be followed up
by détailed position papers on certain important products currently being exported or
1ikely to be exported on a large scale to the developed countries, given the appropri-

ate conditions. -

1/ Jordan - The Upited Arab Emirates - Bahrain - Sandi Arabia - Syria - Irag - Omen -
: Qatar - Kuwait= Tebanon - The Yemen Arab Bepublic (North Yemen) - The People's
Democratic Repcbhle of Yemen (South Yemen). '

g/- With the exception of coffee produced by the Yemen Arab Republic.
5/ Since many of these countries produce or are planning to produce petrochemicals,

a separate study has been prepared on that industry. See Seminar Working paper
No. 4, "Petrochemicals - history in the Kennedy Round and prospects for the MIN".
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Provisions and Festures of the General Agreement on Teriffs and Trade

Introduction

At the end of the Second World War nineteen countries drew up an agreemeht
called the General Agreement on Tariffs and Trade (GﬁTT);

Since that time several amendments have been made to the text of the Agree—
ment. A great number of countries have joined, bringing the present day membership
to 86 countries, with 83 831 merdbers and 3 provisional members. MNore than two thirds
of the member States are developing countries including, from the Arab World, Bgypt,
Kuwait and Tunisia (1). Although ILebanon and Syfia were among the founder members,

they subseqﬁently withdrew in the early part of 1951,

In this paper the name "General Agreement on Tariffs and Trade" will occasion-
~ally be abreviated to "General Agreement™ or "Agreement. Similarly, the term "Contract-
ing Parties" will be used to dencte member countries when jointly taking their decisions

ag required under the provisions of the General Agreement in certain cases.

The Principles of the Acreement

The General Agreement on Tariffs and Trade is o collective agreement for the
regulation of international trade. Its text was drawn up after the Second World War,
’following’negotiations primarily between the major industrial nations, and put into

effect at the start of 1948. - " |

!

(1) The member countries are listed in Armex 1.
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At thatAtime'development issues were not acoorded the importance that they
enjoy today. Hence, the original text of the General Agreement was mainly an expres-
sion of the needs of the indusbrial nations in the sphere of internatioﬁal trade
télations. The increasing significance of development issues, however, led to the
introduction of several amendments into the text of the General Agreement, primerily
the rewording of Article XVIII in 1957 in order to take into account the needs and
oircumstances of the developing countries, and the addition to the Agréement in 1966
of a new Part IV relating to trade and development.‘ These amendments did not change
the bagic features of the Agreeﬁent but were, on the whole, confined tc mitigating
t@e obligations plaéed onvdeveloping member countries. Many of the provigions of the
Géneral Agreement are currently under review and it is probable that several modifi-
cétions will be mads 'thereih, gome of which may be more\fesponsive to the interests
of the developing countries. This paper, however, will not go into details of these
projected amendments, but will be confined to the main principles outlined in the '

" General Agreenment as it stands today.

The prihoiples of the General Agrecment conform with the thinking of neo-
classical economic theory in the sphere of foreign trade policy. This can be summed
up as the postulation that the treatment of all countries‘on an equal basis and the
removal of restrictions on external itrade are conducive,on a global scale, 1o a
betjer utilization of productive resources, an increase in income and the attainment
of an improved standard of living for the population. The primary objectives of the
Agﬁeement are as followss-

1. Non-discriminatory treatment for all countries.
2. Prevention of the use of quantitative restrictions.

3. Liberalization of internmational trade through negotiations,

The Agreement includes other principles which are also refered to below.

oo/
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1.  Non-discriminatory Tregtment for All Countries

Articles I and II of the Geﬂeral'Agreerint refer to the most-favoured-nation
(MFN) princivle and epecify that any reducticn in customs duties and any preference
of whatever nature/granted by a member country to any other country shall be awhbomaie
tcnlly applied to 2ll member counitries. With regard to customs dubties, excepliions are
made by the General Agrcement to the MFN principle only in the case of two tyvnes
of preferenoe:
Ones Preferences alread@ eszabilshed between certain industrial nations,
such as Britain and France and their domlnlono. In this commexion, it
should be noted that paragraph 3 of Article I permits Statoes formerly
belonging to the Oft oman Empire to accord each other muiual preferences
as an exception to the MFN principle, provided that %he preferences
meet with the approval of the Contracting Parties.
Twos Ihtual preferences accorded by States which are participating in

a customs union or in a free srade arec.

In effect, the mosi-favourcd-nation principle is now applied only by the
industrial nations. If an industrial nation grants a preferential customs tariff to
another industrial nation outside the‘customs union or the free trade area, such
preferential treatment is extended equally to all industrial and developing member
countries. If, however, developing countiies accord each other mutual preferences,
oy if an industrial country grants vreferences to a developing country, the IIFN

principle is no longer nécessarily applied.

(a)' Mutual preferences granted amone developing oountfies

The Contracting Parties agreed in 1968 to allow three developing countries
(India, Yugoslav&a and Egypﬁ)‘to conclude a trade agreement which provided for recip-
rocal preferences ag an exception to the most-favoured-nation rule. Subsequently,
they took a decision in nv1n01p;e at their twenty-third meeting to the effcct that
the exchapge of preferences among developing countries oubside the context of a
ustoms union or free trade area may make a gignificant contribution to the stimula—
tion of their trade and, consequently, achieve the objectives of the General Agree- '

ment.

600/
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In pursuence of this new principle an agreemen% was formulated in December
1971, following negotiations conducted under the auspices ofyfhe‘GATT organizaticn,
under the title of "Protocol relating to Trade Negotiations among Developing Countries”.
Thig Protocol aims at the exchange of preferences anong developing countries adhering
to it and which are thus exemp% from the MFN principle. The Protocol is open to all
developing countries irrespective of whether or not they are members of thé General
Agreement. As of April 1977, it had been signed by eighteen developing countries 1 .

Seven Asian countries (2) also concluded a trade agfeement_wbibh bhecane
effective in June, 1976,and under which they accord each other tariff and non-tariff
preferences as an cxception +o the MFN principle. The agreement has been eubnitted

for approval by the Contracting Parties.

(v) Tbaggmmming»of preferences by the industrial countries to the developing

countrieg
AABAIRELE AR L

In June, 1971 the Cortracting Partics agrreed on & waiver from the MFN prin-
ciple .that allowed the industrial countries %o introduce the Generalizned Systems
of Preferences (GSP) under which the industrial countries could grant developing

countries general tariff preferences which were not extended to other member countries,

In addition, the FBuropean Economic Community has concluded agrecments with
a number of developing countries which acoofd them special exclusive preferences.
These agreements include the I@m@ Agreément, erbracing 49 developing countries, and
pilateral agreements with all of the ¥azhreb countries, Bzypt, Jordan, Lebanon and
Syria. These agreements have been or will be‘éubmitted for approval by the Contracting
Parties.

(1) The signatory countries are:- Bangladesh, Brazil, Chile, Egypt, Greece, India,
Israel, Korea, Mexico, Pakisgtan, Paraguay, Peru, The Philippines, Spain, Tunisia,
Turkey, Uruguay and Yugoslavia. Mexico iz not a member of the General Lgreement
and the Philippines joined it on & provisional basis.

(2) The seven Asian countries are: Bangladesh, Indie, Korea, Laos, the Fhilippines,
Sri Lanka and Thailand. ‘

eoe/
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From the foregoing it is possible to draw two conclusions of significance

for the countries of the TOWA regiont- ' !
(1) The prov131ons of the General Agreement are compatible with the
establishment and extension of the Arab Common Market in which certain
countries of the regionssuch as Syria, Irag, Jordan and Kuwait, are

participating.

(2} Accession $o the General Agreement will neither prevent the cours
tries of the region from continuing to exchange tariff preferences with
~other Arab States under the terms of current agreements, nor from
extending and broadening these preferences in the future.

‘

2. Prevention of the Use of Quamtitative Restriotions

The General Agreement lays down the principle of theelimination of quantitative
restrictions asm instruments of foreign trade policy. Countries do not have the right
to ban the import or export of any commodity or to subject such import or export to
protective licensing or quota systems. The General Agrecment does, however, inclnde
several exceptions to this principle. In general, consideratlons of public health
~ and morality may justify the use of quantitative restrioflons. Other exceptions to
this principle 1nclude°

Articles XIT and XVIII of the General Agreement permit recourse to quanti-
tatlve restrictions in order to prevent a serious decline in monetary reserves or to
increase these reserves if their levels are very low. In such cases, the member
~country is obliged to enter .into consultations with the Contracting Parties regarding
the balance of payments difficulties which it ig faolng, the various corrective
pollCleS open to it, and the probable effects on the economies of other nember coun-
tries of the restrictions that it will impose., These consultations are renewed every
year if the oountry concernéd is an industrial nation and every two years if it is a
developing country. '

i
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Artioﬂg XVIII, ps amended in 1957, now permits the &eveloplng ccunirles to

make use of quantltatlve re trlctlons for the proteoﬁzon of thelr domestlc production,'

Uon the condltlcn of apprvv&’ by the Contraotlng Partles.

The General Agrecment also provides for the pos szblllty of usmng cumntltatlve
’res»r&otlons in the following casess '
' ’(1) Restricting the export of raw materials when these are esson%ma&
choriines for a domestic industry. ‘ A ‘
(2) Restrieting the export of foodstuffs or other products essential
to the exporting Contracting party o relieve or prevent oritical short-—
(3) Reabricting imports or ezpo“ts—if neéessary for the application of
regulations concerning the classification, ﬂrwdlng or marke+1ng of
commodities in international trade.
(4) Regtricting the import of agricultural. broducts if such rostrlctlon
" ig designed to bolster programmes ﬁlmea at limiting production and

quentities for marketing.

Article XIX permits a merber country to have recourse té quantitabis “and
other restrictions, as an exceptlonal case, in the event of a’ serious and unexpected
increase in imperts of a na%flcular commodity which has a locally proeduced oqumvalent,

if the imports pose a serious threat to this production.

Finally, every member country may request permission from the Contracting
Partics to use quantitative restrictions on tac bagis of paragreph 5 of Article XXV,
which stipulates that the Contracting Parties may absolve a merber country from the
. ;dbll gations impoged on it by the Agreement, provided thatl such permission is granted
” by a two~thirds majority of votes cagt and that more than half of the member countries
take part in the vote.

.
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Llthough almost thirty yesrs have passed since the CGeneral Agrecment was
first put into effect, many quentitative restrictions are szbill beihg apnlied by
member countries, frequently in contravention to the provisions of the Agreement.
While developing countries apply these restrictions on the basis of Article XVIII,
which allows then to have recourse to quantitative restrictions in order to nrotect
their domestic production and ensure the balance of their external naynents, o larce
‘numbér of quantitative restrictions applied by industrial nations cennot be justified

under the provisions of the Agreement.-

After most of the industrial nations recovered in the 1050s from the balance
of paymente difficulties they had experienced as o consequence of the Second World
War, they retained several quarntitative restrictions in order to protect their domesti
production. The Contracting Parties gave special permission for some of these restrio-
tions in the hope that the obuntries concerned would be enabled to gradually abolish
thems This hope, howsver, was not realized.

The quantitative regtrictions applied in the industrial countries chiefly
affect foodstuffs, agricultural produce and certain significant industries in the

developing countries <1)

« In recent years, the industrial countries have bezun to have
recourse to alternative measures for protecfion,‘whioh‘give results similar to those

of the quantitative restrictions. Such measures include variable levies, voluntary
export restraints, and orderly mhrketing'arrangements; Quantitative restrictions, as
well as all other non-tariff barriers to trads cbnstitutg important topics in the
current round of multilateral trade negotiations being conducted in Geneva. These
restrictions were included for negotiation in the previous Kemmedy round, but withe
out great succesns. k |

(1) It iz notable that guantitative restrictions are most frequently applied by the
industrial countries to pro%eet industries which ave labor-intensive, with relative-
1y iow gkill and capital requirements, and which ave thus, by nature, usually
importent industries for developing countries. ) :

oo/
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3. The Liberalizntion of International Trade

The third and p0581b:v most impertant cbjective of the General Agrecment is
to free international tradd‘irom.tue chetacles impeding ite expansion and u@vélOpmenﬁ.
This liberalization is effected by way of trede negotistions organized by the Con-
tracting Porties. Since the signing of the GATT, the Contracting Parties have orgﬁn—

ized seven conferences or, as they are called in GATT torminology, seven Ypounds" of
negctiations, The first five rounds took place tetween 1947 and 1561, whmle the sixth
round, known as the Kemnedy round, began in 1964 and ended in 1967. The seventh
round was officially inaugurated at a ministerial reecting in Tokyo in Sepbember 1973,
which produced the Tokyo Declaration. Thisg "Tokyo round” began at CGeneva in the early

part of 1975 and has not yet been concluded.

The General Agreement does npt contain ru’és for negotiations. These
procedures are laid down for each separate round of ncgo%wwtlons by the participating
countries. Some of these rules have been enshrined in Article XXVIII bis whiok wes
added to the Agreement in 1957 and in Article XXXVI, added in 1966. The negotiating
rules have changed greatly with the passage of time, parficularly in recent years.
Since the Kennedy round, negotiations are no longer confined to tariffs but also
include other trade barriers. . The changes have also g Teoted the thege following
pointss participation in the negotiations, the principle of reciprocal benefits and

negotiating procedures.

(2) Participation in negotiations

Participation in negotintions is not obligatory for member coun-
tries. There are, for example, fourteen GATT members which are not

participating in the current Tokyo round.
Furthermore, participation at negot1at1ons‘does not bind the

countries parulclnatlng to the results of the negotiations. A country

need not subscribe to resulis that do not accord with its lnteresﬁg.

ar/
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Participation at the first six rounds was limited tc the GATT
membership. At the cuvrrent Tokyo round, however, it was decided o opsn
participation to all the developing countries, whether or not they had
acceded to the General Agreement, so that twenty~five non-member develop—

ing countries are now participating.

(v} The rule of reciprocal benefits

Negotiations on frade at the first five rounds were founded on the
reciprocity rule.. Any country that sought concessions from another was
expected to reciprocate with an equivalent concession. It was left 4o
each country to determine whether the concession it was to receive was
- commensurate with the concession it was offeéing. Since the Kennedy
round, however, this rule has not been applied to the developing coun-

tries.

Developing countries, in gereral, need their customs duties for
meeting fiscal requirements. They are obliged to utilize these revemues,
and to adopt other forms of trade restriétions, to maintain equilibrium
in their exfternal balance of-paymeﬁts and to protect local industries,
Their capacity forblibefalizing their foreign trade and for exchanging
concessions with the industrialized countries are; therefore, very '
limited indesd. '

 Accordingly, it was decided during the Kennédy round and during the
current Tokyb round that negotiations between the industrialized and the
developing countries should he eXGepted from the reciprocity rule., Para-—
graph 8 of Article XXXVI which confirmed this exception was interpreted
to mean "that the less-developed contracting parties ghould not be ex-~
pected in the course of their ﬁegdtiations to make ecmteibutions which

are incongistent with their individual development (and) financial w..

eeo/
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‘needs". In effect, this means thot now the aim of multilateral trade

. \
negotiations is to liberalize trade restrictions that are practiced by
the industrialized countries but not necessarily those practised by the

developing countries.

(e¢) Negotisting procedures

At the first five rounds, negotiationsAwere conducted with a pro-
duct-by-product approach and on the basis of the "principal supplier"
_rule. Bilateral request liets were submitted and followed up by bilateral
offer lists. Agreed concessions were subsequently multilateralized.

No country could request a tariff reduction on a given commodity unless
the requesting‘country was the principal supplier or could become the
principal supplier of that product to the country from whom the reduc-

tion was requested.

This procedure was not very faverable to the developing countries.
It effectively excluded them from negotiations on most. commodities, for
the developing countries, especially the smaller ones'among them, are
rarcly the principal suppliérs of any product and certainly not of in-

dustrial goods.

At the gixth, or Kennedy round, negotiations were aimed at "acroas-
the-board™ tariff reductions to be implemented by all participants, with
the exdeption of the developing countries and a few of the industrialized
countriesg 1 + BEach country had the right to submit & list of commodi-
ties it wished to be excluded from the reductions and to consult over

this list with its principal trading partners.

(1) Pour industrialized eountries (because of their spocial trading structures) were
excluded from the acrogs-the-~beoard principle (Conada, Australia, New Zealand, and
South Africa) and were permitted to negotiate on the commodity-by-commodity
principle.

vor/
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This procedure will oohtinua to be followed at the current Tokyb round. It
is generally more advantageous to the developing countries than the previous approach;
ag it affords a wider opportunity fof partiéipation in negotiations. But the role of
the developing countries in negotiations, even on the bagis of this new procedure,
remains weak. This procedure, as m@htioned earlier, is founded on the following two
steps:s

(1) Determination of the across-the-board percentage tariff reduction fo be

inplemented by the industrialized éountries. In practice, negctiations
for agreement on this reduction take place principally, if not entirely,
among the industrialized countries. All the prbposals go far submitted
at the Tokyo round on the subject of across~the-board reductions have
originated from industrialized countries.

(2) Determination of the exceptions lists, or the commodities that ecach

industrialized country wishes to exclude from these reductions.

The Kennedy round experience has confirmed the fact that the power of the
developing countries to influence lists of exclusions draym up by induetrizlized states

is indeed limited.

The first five rounds which took place on the hasis of the reciprocity and
principai suﬁplier rules did not result in benefits fo the developing countries worth
mentioning. For example, of /4,400 concessicns exchanged at the fifth round onlyv160
involved a commodity of interest to the developing countries. The Kennedy round, too,
‘failed to come up with results acceptable to the developing countries. Nor have the
industrialized countries at the curvent Tokyo round, now in its third year of hegotiaa
tions, shown greater readiness to take the interests of the developing countries into

consideration.

As a general rule, negotiations are in fact taking place on the basis of the
reciprocity rule. IHach country strives to cbtain the greatest grin in return for the
smallest loss. This principle is being generally applied in all trade negotistions,
whether conducted on the commodity-by-commodity approach or the across-~the-board ap-
proash that permits the exclusion of specific commodities.

cod/
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This does nct preclude member countries from granting unilateral trade ad-
vantages to other countries in order to serve scme political consideration or to
:assistASOme developing countries. The donor country determines these advantages
according to its interests and possibilities. To this end,'it appfoaches the bene-
ficiary country in the manner of the negetiations which took place regently between
Lebanon and the EEC, whith resulted in the conclusion of an economic agreement that
granted Lebanon a number of non-reciprocal trade preferences, Apart from such excep-
tiong, it is clear that the developing countries have obitained very few adventages from
the industrialized countries in the aree of trade negotiations. The reason for this
is the limited capacity of the developing countries for reciprocating the concessions
- they receive from the more developed countries. The eiception from the reciprocity
rule introduced by the Contracting Parties on behalf of the developing countries has
only the force of a recommendation and is not effeotively‘binding on tho advanced

countries.

A. Regulatory Provisions

The General Agreement contains a number of provisions that regulate aspects
of international trade relationships. The purpose of these provisions is primarily
to promote the effective implementation of the principle of "non-discrimination"
among all countries, to discourage the application cf internal regulations and charges
for the protection of hational products, and to give member countries the means to
protect themselves against disruptive imports. The foilowing is an outline of the

major number of these provisions:

Internal charges: Article III prohibits the subjection of imported goods to internal

charges higher than those impoged on comparable natiocnal products.

Trangits Article V provides for the free passage of goods in internationsl trangit
and stipulates thét no charges except theose commensurate with édminisﬁrative sxpenses
entailed by transit or with the ccst of services rendered should be impoged by the
country of transit. It also providesgthaﬁ "each member country shall accord to pro-
ducts which have been in transit through ... encther member country treaiment no legs
favorable than that which would have been amccorded to such producte had they been
transported from their place of origin to their destination diréctly." '

eed/
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Txport subsidies: Article XVI authorizes the subsidization of the export of primary

'prcducts and prohibits the granting of such subgidies for the export of industrial
goods. But this prohibition is not ﬁandatory on all éembers; it blinds onlj those
industrialized countries that have accepted it voluntarily and have subsoribed to the
Protocol that was adopted in this regard.

Countervailing‘dutiess Article VI gives members the right to subject all producis
tha% enjoy an export subsidy to countervailing duties provided that the product in
question is imported in quantities large enough to prejudice an established industry
or to retard materially the establishment of a new indusiry. The countervailing duty
may not exceed the size of the estimabed subsidy.

Dumping: Article VI also condemns the practice of dumping under the same cirumstances
established for countervailing duties - that ie, when there is the possibility of

causing material injury to an established industry or materially retarding the egtab-
lishment of a new industry. The country thue injured may act to offset the effects of

dumping by levying an anti-dumping duty on goods imported at dumping prices.

Valuntion for customs purposes: Article VIII provides that customs duties on imported

merchandise should be -weioriated on the basis of the actual value of the goods and
should not be based on the value of comparable merchandise of national origin or on
some fictitious value. The "actual value" of a commodity is its value asg determined
in the ordinary course ofjtrade conducted under fully competitive conditions between

autonomous buyers and sellers.

State trading enterprises: Arﬁiole XVII enjoins these enterprises fto treat all member

countries with equality, not to make any purchases or sales except in accordance with
purely commercial considerations - including price, quality, transportation and other
conditions of purchase or sale.

eed/
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Disruptive importss The obligations that CATT imposes on member countries must nct

prevent fthem from defending themselves against unexpected increases of imporied goods
thet threaten serious injury tc domestic producers. Article XIX of the General Agree-
‘ment authorizes member countries caught in this gituation to suspend their obligations
and even to take measures contrary to these obligations. In defence of its industries
it can resort to setting quantitative restrictions and to increasing customs dutiesn
previously lowered or committed 40 a certain limit. Member countries, however, are
enjoined to consult with the Oontracfiﬂg Parties and with specific member countries
having & substantlal interest as cxporters before any new action is taken. When the
situation demands speed, discussions should be effected immediately after action is

takena

Consultation: Consultation is the precedure for resolving disagreements that arise

among member countries. Arficle XXIT of the General Agrecment stipulates that member
countries should accord sympathetic consideraticn to any reﬁresen,atlon made by another
member country regarding any metter affecting the operation of this Agreement, If
consultations between the ccnflictiﬁg’members do not lead to saﬁisfactory adjustments,
the matter may be referred to the Contracting Parties which at that point shall make

appropriate recommendations to the member countries concerncd.
The willingness to emtor into consultation with individual member coun-
tries or with the Contracting Parties is one of the principal obligaticns rrescribed

by the Agreement.

Accegsion to GATT:

Any country that accedes to GATT shall‘benefit auwtomatically from the customs
duties prevailing among member countM1es at the time of acoesszon, and which had been
reduced during prior negoiiations among member courntries, The new member rmsd, there—
fore, be prepared to offer the other member countries rceciprecal concessiong. These
concessions, which will be referred to as the "Ertrance fee", are defermined at bilat—
. eral negotiations between the member countries and the country applying for membership.
These concessions are in the form of reductions in the customs duties on a number of
products, an&/br a commitment not to increase. them beyond their present level or

beyond another agreed-upon limit.
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The Nentprance fee" required of developing countries has decreased with time.
The exception from the reciprocity principle, in accordance with paragraph eight of
Article XXXVI, is also applicable to the accession negotiations. "At these and at
multilateral trade negotiations, the developing countries are no longer being required
to offer concessions that may be injurious to their develcopmental, commercial and
financial needs. TIn fact the “emtrance fees" actually levied upon new adherents to
GATT from the developing countries in recent years have been nominal. ' '

Along with the formality of acceding to GATT as a full member, any country
may accede to it as a provisional member. Such accession does not involve the conduct
"of.negotiations or the payment of an "entrance fee", but it also does not give the new

member the right to vote.

Finally, those countries that have recently achieved independance and that
were previously attached to a GATT member may accede to the Agreement without enter—
ing negotiations by simply anmouncing their wish to accede. Tt is then incumbent

~upon the new member to implement the obligations incurred on its Eehalf by the State

to which it was attached,

This situation is applicable to a number of ECWA countries: Kuwait, Bahrain,
UAE, Qatar, and Democratic Yemen. Sirce Britain, fhe member State to which they were
attached, had not mede any.commitments to the member countries on their behalf, it
would be possible for these countries to join the GATT with a simple declaration and
without paying any "éntrance fee", But to this date only Kuwait has exercised this
righte

The adherence of a country to GATT’daes not require that it implemente the
GATT provisions vig=ad=vis all present and future members. Articie XXXV provide:
that the CGeneral Agreement "shall not apply as between any contracting party and any
other contracting party ifs
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(a) the two couwbracting parties bave not entered intc tariff negotia-
tions with esach other, ond
(v) either of the contracting parties, at the time either becomes a

contraoting party, does not consent to such application.™
ECWA countries which intend to accede to GATT may invoke this Article if
tﬁey wigh to avoid implemenxing the Agreement with respect to specific couniries,

Thi, in fact, was done by Egybt, Kuweit and Tunisia, with respeot to Israel.

Violations of the Agreement

What happens when a member country violates the provisions of the General
Agreemeﬁ$? The rénedy stipulated in the Agreement\is based on the assumption that
all member countries have an interest in dischai@ing their obligations to one another,
as the concesgions they enjoy are reciprocal. This mutuality of interest should in
principle suffice to motivate membor countries to diséharge their obligations veolun~
tarily. DBut when a member dces break a commitment, othef member countries which are
adversely affected are authorized to withdfaw the concessions they had granted the
delinquent member in response to the broken commitment. In this way the principle
of reciprocity ig reestablished. Fﬁrthermor@, when a concession is withdrawn from a
delinguent member country it must in effect be withdrawn from all member countries
if the"non—disorimination" rule is to be reépected, Member countrics have the right,
in turn, to withdraw their concessions in conformity with the reciprocity rule. DBut
this farely happens, espécially when the delinquent ;s one of the developing countries.
Violations’on the part of the developing ccuhtries do not generally bring retaliation

from the industrislized countries.

Tollowing this exposition of the aims and provisions of the CGeneral Agree—
ment, we come to the question of the exieniyof the advantages which member countries
"would derive from accession to this Agreement. This question is indeed the point of
this study.

_ afore-nentioned

The answer calls for a comparison between the advantages that the/selected
EOWA countries could derive from accession to GATT and the cests they would have to

pay in return. This matter is the subject of Part IT of this study.
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The Interest of TOWA Countries in GATT Membership

leigations of Membership

The accession of any country to GATT entails the assumption of a number
bf obligations that can be considered as the membership fee paid in return for

certain advantages it is to obd¥ain. These obligations can be summed up as followss

1. Financial contribution to the budget of the GATT organization.

2. . Obligations concerning tariffs. ’

3. Restraints on the use of international trade policy nmeasures, including impord
and export licenses.

4. Obligations to supply information or to enter into consultations with the Cork
tracting Parties and/or other GATT members in certain circunstances.

5« Obligations to modify existing trade regulations which are contrary to GATT

provisiongs.

VWhat follows ie an examination of each of these obligations.

1e Financial contribution

Every member country of GATT, even if its membership is provisional, must
contribute to the organizationts budget. The anmual financial contribution of each
member is determined on the basis of the proportion of the value of its own imports
and exports to the value of total imports and exports of all member countries for the

last three years for which statistics on foreign trade are available,

Considerihg the fact that the volume of foreign trade of the ECWA countries
is small in relatiocn to the volume of world trade, their financial contributions
wéuld be relatively small. In 1972, for ewample, the contribution of Egypt was
US$ 12,890, of Kuwait % 19,110, and of Tunisia of § 5,330. While XKuwaitts contri-

bution caﬁld now have doubled as a result of the increase in the value of its exports
since 1974 and the attendant increase in the value of ite imports, the contributions
of Egypt and Tunisia have not changed significantly. It could be expeoted that
the conmtributions required from other ECWA countries, such as Syria, Irag, Jordan,
and Lebanon, would not exceed these values, while that of Saudi Arabia ﬁould not
exceed twé and z half times the present Kuwaiti contribution. All of these

con@ributions are relatively modest in size.
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2+ Tapriff reductions and commitments not to increase tariffs

Tt was mentioned in Part I of the napef that countries acceding +o CATT
are requlred to engage in neg Otlmthn“ leading to tariff reductions on some products
and/or commitments generally not to increase tariffs. The result of these negotia~
tions is referred to as the "entrance fee", as was indicated previously. During

negetiations, the industrialized countries are usually concerned with the tariffs

.- levied upon their own exports to other countries -~ in this instance, the ICHA

countries. The industrialized couniries export to these countries almost every kind
of product, the most important of which are machinery and equipment. The position
of the ECWA countries, if they were to enter into negotiations for GATT membership,

ig indicated by the treatment they accord these imports.

Imported machinery and equipment can be divided inte two categories: The
first includes capital goods which are subject to relatively low or non-existent
customs duties in all the countries of the region, in order to encourage investment
and indvetrialization. Since this situation accords well with interests of the
industrialized countries, they would not be likely to request tariff ”oductLOn
below the present level. The second category includes machinery and equ1pment that
ig destined for consumption, such as automobiles, particularly private passenger
cars, television sets, recorders, musical inétruments, radios, refrigerators, washers,
stoves and the like. The policies of the different countries of the region with
regard to such imports vary considerably. These countries can be divided accordingly

into three groups:

a) The first group includes those countries that place a heavy duty on the
above-menticned goods to protect their local production or balance of payments
pogition or for fiscal purposes. JAmong these oouhtries Syria occupies a special
place, since its customs duties and impo” fees have increased to reach a rate of
between 100 and 300 per cent on cars, ‘and around 127 per cent on refrlgerators,
gas stoves and similar applisnces, and glgo on cigarettes. It is likely that
Syria would be requested to lower its tariffs on some of these goods, particularly

on cars which are not precduced locally in Syria.
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b) The second group includes Ireq, Jordan, Lebanon, and Yemen, which impose
moderate duties on the above-mentioned machinery and equipment., It is not likely
that the industrialized countries would ineist on tariff reductions when negotiating
with members of this group, but it is expected that they would seek commitments %hat
tariffs would not be raised. | | o

c) The third group consists of those countries of the region which place wery
low customs duties on the aforementioned imports, in particular, the Kingdoﬁ of
Saudi Arabia and the Gulf States. There is little room in these cases for the indug-
‘t$rialized countries to discuss tariff reductions, but they could roquest commitments
that tariffs not be increased. ' |

The conclusion is that for mogt of the countries of the region, with the
rexception of Syria, accession to GATT would not involve tariff reductions of great
magnitude on most imports. In Syria, it is likely that it wculd be regqucsted to reduce
its fariffs on cars and a number of luxury products. Ofher than cars, Syria dces not
‘import luxury products in great gquantities, since it hag been pursuing a protectionist
policy in favour of its local industries. It is possible, in any case, for Syria
to counter tariff reduction regquests with the claim that it needs to protect its
current balance of payments. This claim is sanciioned by GATT and has been reccgpized
by member countries, especially when assertéd by'a deveiOping country. It is not
posgible to caleulate the amount of customs revenues Syria would lose as a result of
“entrance fee" tariff reductions, since Syria might not be required to take such
reductions at ail, or the reductions might be very limited, in which case the exact
amount would be a function of the rate or rates\bf reduction establighed and the value

of Syria's imports.

3. Restraints on use of foreign trade policy meagures

Accession to GATT imposes a number of restrictions on the freedom of merbers
to manipulate their foreign trade policies, especially with regard to duties and

quantitative restrictions.
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a) Customs duties

The countries of the region would, upon accession to GATT, completely retain
their freedom to modify customs duties which were not specifically reduced or bound

during membership megotiations.

On the other hand, customs duties which are reduced or bound during entrance
egotiaﬁions limit the 1iberty of member countries, since they camnot modify them
except upon the reopening of negotiations or in the following circumstances and condi-
tionss o
(1) When protecting new local production. In this instance, the
country in question would consult with the member countries which have
an export interest in the industries where protection is sought, as
well as with the Contracting Parties, and it would probably be required

to pay ccmpensation in return for abandoning its previous commitments.

(ii) When an unexpected and sizeable incresse of imports threatens
disrupticn or serious injury to established local production. In this
case, the country concerned alsc has the obligation to consult with the

interested member countries and with the Contracting Parties.

In practice, a country need not resort to increasing customs duties in order
to protect national production in the circumstances deseribed under (i) and (ii). T
can easily protect its production throunh the application of quantitative restrictions
an area where it preserves its freedom of action -~ as will be shown below. In the
presence of quantitative restrictions, customs duties become more'useful as a tool for

inpreasing treasury revenues than as a tool for protecting production.

b) CQuantitative Restrictions

As has been discussed, GATT prohibits the use of quantitative restrictions
and sanctions them only in specific circumstances - the most important of which are
the maintenance of equilibrium in the balance of payments and the profection of 1oca1
production in developing countries ~ and subject to the approval of the Ccntractlng
Parties.
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The countries of the ECWA region can be divided into two groups according
to the measurcs taken to restﬁict imports: those that habitually resort to quantita~
tive restrictions, including Syria, Irag, Jordan, South Yemen,' and, on a limited
scale, Lebanon and North Yemens; and these countries thet resort to these measuresvvery
rarely - boycott measures apart -~ including the Kingdom of Saudi Arabia and the Arab
Gulf States. ‘ '

The countries of the first group, in order to protect their local production
or their balance of payments, in view of the scaroi%y of forsign currency, resort to
restrictive measures on.imports by p;ohibiting the import of certain goods, or by
subjecting their importation to the approval of certain authorities or to certain ;
conditions, as well as to import licenses. In fact this has often been done in Syria,
Iraq, Southcrn Yemen, and to a lesser extent in North Yemen, Lebanon, and Jordan,

Syria, in protection of its local indusiry, has, for exemple, suspended the
importation of refrigerators, washing machines, gas stoves, and carpets (excopt in
certain cases, such as when they arc part of a shipﬁent of household effects or are
part of the display of a country participating in the Damascus International Fair).
Other imports which are prchibited include ftoilet tissue, household furniture and
certain types of cloth, clothes, shoes, etc. Iragprohibitg the import of a number of
goods such as inner linings for clothes, soaps and detergents, and other goods produ@ed

\locally on a large scale. The Democratic Republic of Yemen pursues a stringent policy
that generally restricts imports to the bare'necessifies, in order to protect its
vbalance of payments. Lebanon prohibits the import of citrus fruits and apples of all
kinds, olives except of high quality, and pine nuts ( except for products imported
directly from Jordan and Saudi Arabia that are exempted from licensing, and except

for producfs‘imporﬁed frem Syria which are subject to import licensing, only granted
following the cxamination of the appropriate adminstration). Lebanon also prohibits

the entry of a number of agficultural products except within specific time periods.
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The Contracting Parties would be expected to allow the ECWA countries of
the first group, upon their accession to GATT, to contimue to utilize the guantitative
import restrictions already in force. Fhig measure would jin effect, permit the ECWA
countries to use these restrictions to protect their local industries or to baiance
their payments. But then these countries would be obliged tc obfain the approval of
the Contracting Partiés before proceeding to impose new quantitative restrictions.
‘They would alsc be barred, following accession to GATT, from resorting, for politieal
or other motives, tc the prohibition of imports from certain member countries, as
was done following the 1567 War, when imports from Britain, West Germany, and the
United States of America were probibited; and followihg the 1973 War, when some ECWA

countries barred imports from Portugal, Holland and the U.S.A.

Ag for the ECWA countries of the second group, they are nct likely to
regort to quantitative restrictions in favour of some econcnic policy in the near
future. Their commitment not to resort to such restricticns, therefore, would not

constitute for them an obligation they need worry abeut s

¢) Import and export licenses

A number of ECWA countries utilize a systen of import and export licenses.
Such a systen is applied for almost all imports in Syria, Irag, Jordan, and Nerth
Yemen and only partially in Lebanon, where a license rmust be obtained in advance from
the Ministry of Agriculture for the import of a number of agricultural and animal
products such as grapes, bananas, onicns, garlic, peanuts, raisins, cucumbers,
tomatoes, silkwarm cccoons, deboned meats and race-horses. These licenses are only
granted following examinaticns by the appropriate officials on the bagis of need in
order to protect local production. There are also a nunmber of items subject to
advance licensing by the Ministry of Naticnal Beonomy, such as live  noultwry (except
for breeders), silkworm cocoons, grains, flour, clive oil, apple preserves, lemon
and orange juice, salt, tiles, marble, cement, asphalt, petroleun products, natural
silk thread, porcelaine sanitary fixtﬁres, glass, copper wire, aluminium pipes, and
‘brushes. Advance licensing cf imports ig not required in any of the remaining ECWA

countries.
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Import licenses are granted automatically for authorized goods in Syria,
Jordan and North Yemegv once the necessary foreign currency is secured. Licenses are
withheld, of course, when the importation of the goods in question is prchibited or
suspended. If the importation of certain goods is subject, by regulation, to
specifieq ~onditions, then these conditions must be met before any license is granted.
in Syia, if the necessary foreign exchange temporarily is unavailable, the Exchange
Department suspends the transaction until the currency is secured. In the Republic
of Iraq and the Peoplefs Democratic Republic of Yemen, these licenses are gronted in
accordance with a foreign trade and currency plan. In Iraq, for oxample, a foreign
currency budget is adopted anmually and appropriations are set aside for imporf
managed by the Import Programme Committee. Practically all private imports are
'subject to an advance licensc. These licenses are distributed among specified importers
on the Tbasis of the value of the lincenses they rcceived the previocus year and
according to the identity of the expcriing country. ‘

There are commercial agreements between Irag and a-~ number of other ccuntries
which provide for barter trade or trade according to specified conditions. In the
Peoplets Democratic Republic of Yemen, foreign trade has become o monppcly of the
public sector, and a large proportion of this trade is condncted on the basis of
agreements concluded with other countries. Consequently, for the ccuntries of the
first gfoup, the license is an organizational tool, while for the second group it is
a pelicy instrument used in the implememtation of general plan.

Membership in GATT involves a departure in principle from the sysftem of
import licensing, which is authorized only with the agreement of the Contracting
Parties mand in special circumstances. Those include the correction of a serious
balance of payments disequilibrium unmtil the equilibrium is restored; protection of
local produotibn from serious damage following a sudden surge in inmports; or the

protection of an infant industry in the developing countries.
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The obligation to abandon the system of import licenses would constitute a
burden that is difficult for some ECWA countries to support, such as Syria, Irag,
Jordan and Lebanon, which rely on the system of import licenses as one of the important

 1nstrunents of economic policy, in general, wnd foreign trade, in partloular. It
would be necessary, therefore, that the GATT member countries be convinced of the

reasons and circumstances that require the maintenance of this systen in some countries.

The persuasiveness of ECWA countries in this matter would hinge on two
factors: the extent to which licenses restrict the freedom of foreign trade; and the
seriousness of the motives justifying their imposition.

; As for the other ECWA countries, the abolition of the eystem of import
licensing wowld impose no significant burden, either because such system is non-exisbent,
as in the Kingdom of Saudi Arabia and the Gulf States, or because it can be abolisheé
at no great saorifice. This is the case in countries whefe importation &s monopolized
by public sector, as in Southern Yemen, which can implement its plan by menipulating
the disfribuiion of imports among the institutions of the public sector, and as in
North Yemen, where an open-door policy is in force, where there are a few local
’industries where protection can be,effected through the application of quantitative
‘restrictions which dispense with the need for a licensing system.

The import licensing system is used almost across the board in each of
Syria, Iraqg, and Jordan, and to o limited extent in Lebanon, where the import of live—
‘gtock, silkworm coccons, graing, dry legumes, .sugar, agphalt, paper and cardboard
scraps, a number of ores, scrap metal, liquid gas cylinders, spraying machines, some
foodstuffs, fodder and newsprivt. Also in Lebanon, the importétion of a number of
goods requires a license from the Ministry of Agriculture, such as potatoeseed, fodder

0il cakes, some poultry and pine nuts.
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GATT nembership authorizes countries to resort to expert licenses for the
purpcse of securing the needs of local industrics for raw materials, and the countryis
needs of foodstuffs and other essentialss for the purpose of clasgsification and EUPET-—
vision,Aas was noted in the discussion of quantitative restrictiobe above; or for
administrative and/br gtatistical pufposes° Thus CATIT membership should presmat no

difficulties in this regard for any ECWA country.

4. Provision of Information and Entry into Consultations

Accession to GATT places an obligation on member countries to supply informa-
tion to other member countries and to the Contracting Parties and toc enter into
consultations with them on a variety of subjects, the most important of which are the

followings

a) Quantitative Restrictions

(i) ECWA countries acceding to GATT would be obliged to enter consulta-
tions with the Contracting Parties once every two years in order to dise
cuss the quantitetive restrictions that they practice in protection of
their external ﬁalance of payments. As was noted above, such restrictions

are in force in Syria and Southern Yemen.

t (i1) Every member country which has an export interest in certain goods
which are subject to advance licensing by ether members of GATT may
request information on the mechanics of the application of this systenm,
on the licenses granted during a certain time period, and on the dis-
tribution of these licenses among exporting countfies. GATT members are

cbliged to respond to these requests,

(iii) Any country that accedes to GATT must enter into consultations
with the Contracting Parties when another GATT member requests it affer
having ascertained that the quantitative restricticns in practice viélate
the "non-discrimination” principle provided in Article XIIT of the
General Agreement, and that its commercial interests would suffer as a

result cof this viclation,
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Some of the regulations in forme in a nummber of ECWA cbuﬂfries viclate the
"non-discrimination™ rule: in Syria, for examnle, oranges may not‘be“imported from
any country other than Turkey and a number of Arab countries including Iebanon, Beypt,
and Jordan. Animal fats of Japanese origin are also prohibited, and soaﬁ may be importad

only from Irag. Flowers'may be imported only from ﬁﬁe countries of the Arab Common
larkets and so forth, In Lebanon, the importation of citrus fruit, applés, colives
(other than high quality) and pine muts is prohibited except when theyoriginate from
Jordan or Saudi Argbia and are imported directly to Lebanon free from zdvance licens—
ing, or from Syria while they are subject to import licensing. In Jordan, the importa-
tion of tea has been partially resiricted to India: the importer must import from
India 50 per cent of the tctal quantity of tea if the value of the purchase exceeds
1,000 Jordanian dinars. These measures would have 16 be reviewed if an ECWA country
would scek to accede to GATT, but it is not believed that this obligation would involve

any damage to the economy of any ECWA country.

(b) Export Subsidies

According to paragroph 1 of Article 77T of the General Agreement, menber
countries which subsidize their exports are cbliged to supply the Contracting Parties
with written information concerning the export subeidizg and the reasons such subgidies
are deemed necessary. They rmst also consult with all other member couniries or with
the Contracting Parties to examine the pdssibility of iowering these export subsidiés
when it is determined that they inflict damape upon tle interests of other mémber

countries.

A number of ECHWA countries accord finmucial suppert to gome of their exporte.
In Syria, decrce no. 1847 .issued by the Ministry of Industry on 18/67/1974 provides
that cotton fibre, some cotton fabrics, urder ¢lothing, Blénkets, carpets, towels and
kuffies, shall henefit frog export subsidiés of bhetween 25 Syrian piashters per kilo-

gran of cotten fibre and 170 piasters per kilo of printed fabric.
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In Lebanon, subsidies are granted for the export of a number of textile
products. In Irag there is a special fund for subsidizing exports, which is financed
from the rovenues levied on import licenses. This fund grants subsidies of up to 25
per cent of the value of the exports, No other ECWA country provides this kind of

Those ECWA countries that grant subsidies for their exports are obliged to
implement the provisions of paragraph 1 referred to above. It is not likely, however,
that the countries concerned would demand a change in the status guo in these ECWA

countries, as exports that benefit from subsidies are very little indeed.

(c) State Trading Enterprises

The General Agreement does not preclude the poggibility that foreign trade
be conducted by the public sector, as is the case in a number of member couniries, such
ag Czechoslovakia, Poland, Romania, and Yugoélavia. However it does oblige the foreign
trade ingtitubions of the public sector to accord all member countries equal treatment

and to moke this import and export decisions on purely commercial grounds.

, For a number of gpoas, importation is limited to or controlled by public or
gemi-public institutions in some ECWA countries. In Syria, the importation of prepared
baby food and medisine, for example, is momopolized by a public company called "Pharmex™s
wine and whiskey to "Ghuta"; cars, motorcycles, and harvesters to Y"Aftcmachine™, etc.
Likewise with exports, the export'of cottonseed 01l and fertilizers is controlled by a
company oalledi"Taféc"; the export of silk fabrics and stockings and a number of cloths
is controlled by the Union of Spinning and Weaving Industries; and sunflower seed by

the nationalized Syrian Company for Vegetable O0il in Aleppo,

In Iraq, the greater part of the import trade has hecome mcnopoly of state
_'institutiéns and companies. Eleven basic goods, as well as crude oil, are now expcirted
exclusively by such state institutions. Those gcods make up more than 50 per cent of

Iragts exports, excluding pétroleum.
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In 1967 in the PeoPIeis Democratic Republic of Yemen the companies iﬁvolved
in foreign trade were nationalized and by 1971 the bulk of exports was handled by
‘state institutions, especially the National Foreign Trade Company. The result was to
eliminate from the list of imports a large number of gocds which were considered un-

necessary.

In the Yemen Arab Republic the importaticn of petroleum and petroleum
products is a monopoly of the Yemen Petroleum Company. The import of tobacco and
cigarettes is a monopely of the National Tobacco and Match Company. These are mixed
companies with state partiéipation. "The import of some medicines was once restricted
to the mixed Yemeni Pharmacettical Manufacturing and Importing Company. This monopoly
was recently cancelled and in 1976 a foreign trade company completely owned by the
State was established and grembed & monopoly on the import of a restricted number of
supplies. There are.also a number of gocds which importation is prohibited without
the approval of public sectcr institutions, such as cotton textiles ((Public Spinning

" and Weaving Corporation) and cement (Cement Public Corporation)).

In Lebanon theionly produce monopolized is tobacco (in all its forms), which |

is a monopely of the Regie Nationale des Tabacs et des Tombacs .

In Jordan, there is no public sector menopoly on foreign trade. In the Gulf ;
States foreign trade is generally in the hands of the private sector, with the exception
" of peftroleum, which is restricted effectively to stato~cwned companies and to foreign
compaﬁies which were nationalized in part or in full by the state. Thererare a few
exceptions, for example, as in Kuwait, where the import of grain is restricted to the
Kuwait Flour Mills, half-owned by the State; and in Bahrain, where the import of a
number of agricultural products and cement is restricted o the Import-IExport Company,
ten per cent of whose shares are héld by the State, and where the Department of Supply

of the Ministry of Commerce imports certain foodstuffs alongeide pyivate importers.
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These publlo secfor 1nst1tutlons and companies which exercise monopolies on
the import and export of certain goods in the ECHA countries are in fact applying the
~ principle of non-discrimination. Thus the accession of any of them tc GATT would only
involve the obligation to provide infermation to the contracting parties concerning
the goods whose import and export is monopolized or regulated by the public sector,

5. Export Prohibition

The General Agreement, as was discussed above, authorizes the prohibition of
the export of éome goods'in certain in%tances, such as when these materinls are necessary
for local industries. ‘

There are a number of materials whose export is prohibited in some ECWA
“countries., In Syria, the exportation of Qetergents, synthetic thread, woolen thread,
and dry batteries is prohibited. Therefore, Syria would be required to justify this
prohibition to the contracting parties if so requested when applying for GATT member-
ship. It would not be difficult, however, for Syria to justify its prchibition of the
export of other raw materials and foodstuffs. In Lebanon export licenses are granted
or withheld for goods subject to licensing according to the results of studies under—
taken by the relevant officials. They are granted routinely in Jordan, as was stated
above, except under special circumstances justified by food supply needs. In Iraq,
eleven items, as well as petroleum, may only be exported by the public sector. The
decision to grant or to withhold a license is left to the relevant authority. As for
the remaining exportable goods, licenses are granted as a matter of routine unless there
is some impediment related to supplies or defence. In Southern Yemen, where exports are
monoplized by state institutions, the decisicn to grant or withhold a license is made
by the authorities. - In North Yemen due to &upply considerations local vegetables may
not be exported.

Nost probably the prohibitions on most goods whose export is forbidden or
restricted in some ECWA countries can be justified as they are motivated in most cases

by the need to meet local necessitics.
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6., Internal Duties

It ‘was noted that the imposition of intermal duties cn different products
does not conflict with the General Agreement uniess the duties imposed on imporied
goods are higher than those on comparable domestic products, Thisg rule is generally

respected in the ECWA countries with mincr exceptions.

In Syria the domestic tax on imporied alooholic beverages is about three
times as high as that cn local prcducts, and the tax on peffumes ig twice as high.
Tn the case of accession to CATT, Syria would have either to obtain the approval of
the contracting parties for maintaining this disparity or to remove the dispariﬁy; It
would not be difficﬁlt for Syria to remove this disparity before applying for member-

ship by transforming this domestic tax into a customs duty on the goods in questionQ

Tp Jordan there are domestic duties on a number of goods such as matches,
vegetable fats, woolen cloths, mineral cils and cement. But these duties fall in equal
amounts on domestic and imported geods.

The situation in Lebanon is similar to that in Jordan.

7. Trensit and Import from the Country of Origin

Regulaticns in force in some ECWA.countries require that goods imported by
sea must enter thought one of its own seaports, so is the case in Syria. Imports into
Jordan were restricted except through Agaba port or else bear an additional duty‘of
20 per cent of C,I.F. value. This regulation was cancelled, however, in February
1976. The restrictions of importsfho national ports contravenes the froedem of transit
provision stipulated in Article V of the General Agreement, which states that goods
destined for a member country and passing in transit through the teorritory of another
~ member country must be given the same treatment accorded +to goods that ére importea
Qirectly from the country of origin. Syria would have to justify its policy or else

modify its position in this regard.
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Regulations in force in sonme ECWA countries, especially in Syria, Jordan,
Iraq, North Yemen and Bahroin require that goods be imported directly from the country
of origin.. These countries as well as Kuwait and the United Arad Eriratesd require that
commercial agents should be nationals or national ccmpanies in which their nationalls
participation exceeds the proportion of 50 per cent of the capital. DBut it is not
' likely that there is anything in the measures that contravenes the rules of CGATT as
they represent nothing more than intermal regulations and an effort ¢c by-pass foreign

middlemnen.

Summary of the costs to ECWA countriesg of &dccession to GATT
The costs t6 ECWA countries of accession to GATT can be summed up as follows:

1. Payment of a financial contribution towards the organizationts budget (but this
contribution would be relatively small).

2. Justification of a number of high customs duties and other charges levied on imporied

merchandise. The possibility is very small that these countries would be re-
’quested to lower their high customs duties. Bgypt, for example,; continues to main-
tain its high tariffs despite its recent accession to CGATT.

3, Justification of the quantitatiwve restriotibns in force, especially in Syria, Iraq,
Jordan and Lebanon. However, it should not be difficult to justify those restrict-
iong related tc the prgtecﬁioﬁ of their balance of payments and/br their new in-
dustries for development purposes.

4. Provision of certain information and entry into consultationqaz%th the Contracting
Parties. The most important of these consultations would bq/periodic discussions
related to the. quantitative restrictions in force in some states for balance of
payments difficulties. It should be ncted, however, that consultations are normally
‘oenducted with speed and in most cases, are enly a matter of form where the develop-
ing countries are concerned. '

5. Justificgtion of the prohibition or restriction of the export of certain products.
Since the prohibition éf the export of important supplies and raw materials is
deemed justified, the removal of export prohibition on cother goods would not be

expected to inflict any disadvantage to the country in gquestion.
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6. -anmdisdriminakory treatment of all countries in all export and import transactioﬁs.
There would be no problem of’an egenomic nature in this obligation. |

7 Harmonizetion of internal charges levied on imported and local preducts in Syria.
Tt wonld probably not be difficult to replace these charges by higher customs
duties before accession to GATT.

8. Abolition of the Syrian regulations restricting imports to national seaports.
It should be clear from the preceeding that most of these obligations are
not of the kind that would be difficult to bear or that would inflict serious losses

or damages upon the country acceding to GATT.

1T. Advantages of Accession to GATT

The advantages that could accrue to countries from accession to GATT as
against the cbligations they would have to hear - as noted in the first part of this

gtudy - derive primarily from the following three sourcess:

1. Benefits accruiag from the "most favered ﬁation“ provigion applieﬂ‘by member
countries. '

2, Participation in the trade negotiations that are conducted within the GATT frame—
wWorks -

3, Strengthening the capability of the new member to resolve disputes with the member

countries,

a) The Most Favored Nation (MFN) Principle

Accession to GATT accords the new member the right to benefit from the MFN

| principle applied by the member countries of GATT, with the exception of those coun—
tries which are not bound'EYit under the Mgreement.The effect of this provision is that
goods eprrted by the new member to one of the other GATT members must be accorded

a treatment no less favorable than the treatment which the latter accords +to comparable
~goods imported from any other country, with thé exception of countries which partici-
pate in a customs union, frée trade area or which grant special preferences allowed

by the General Agreement. This treatment includes customs duties and other trade

barriers (such as import licenses, quotas, and administrative restrictions).
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As for the question of customs duties, it is known that many countries imﬁose
different rates of customs duties and that the rates imposed on a specific item differ
with the country of origin. For instance, the tariff schedule of the United States
contains two different rates: the firet are the rates that apply to countries which
benefit from fhe MFN clause. The second are the rates that are applicable to all other
countries and these ere generally much higher than the first. The customs duties of
the Buropean Economic Community are also divided iwmbo two raﬁe5° the first are the
rates known as “conventional", and are applied to countries benefiting from the most
favored nation clause, and the second are the higher “autcmomous rates, and these
ére applied to the remaining countries. Meny other countries, however, have, by product
line,a single rate of customs duty (such as, Norway, Finland, Australis, Cyprus and
othars) and which apply thel uniformly upon the goods of all countries, except where

they have preferential agreements. These rates are called normal or general rates.

The accession of an ECWA country to GATT would gain the right to benefit
from the rates of the first category in the United States, the "conventional” rates in

the BEuropean Common Market and the general or normal rates in the remaining countries.

Accession té GATT, however, is not essential in order to bencfit from these
MPN rates. An ECWA country,in effect, can so benefit either through unilateral decla-
ration on the part of concerned countries, such as the United States of America and
the EEC countries, or whenever the normal or general rates happen to be uniformly
applied to all countries that do not enjoy pfeferential treatment, ag is the éase for

instance in Cyprus or Finland.

The, ECHA countries, furthermore, may benefit from the general preferences
(0sPs) accorded the developing countries by the industrialized countries. Also,three
ECWA countries (Jordan, Lebanon and Syria) now benefit from special preférences~granted
by the EEC. It is not likely that any of these countries would reap additional‘ﬁenefits
for ite exports in this regard by acceeeding to GATT.
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b) Participation in Negétiations

The right to participate in negotiations was, perhaps, the most important
incentive for seeking GATT membership prior to this round of negotiations. In'prinéiple,
4partioipation in negotiations gives the opportunity to each country to try to expand
its export trade by working to reduée barriers to its foreign trade. In the current
‘Tokyb round, the door to negotiations is open to all developing countries, whether or
not they have acceded to GATT, but there is no guarantee that this situation will
continue in the future. It is po&31b1e that negotiations would once again be restricted
to GATT member countries. Thus, in the last analysis the advantage of GATT membership
to ECWA countries depends upon the extent to which they have an interest in participat-
ing in the multilateral trade negotiations held under GATT auspices. .

o Obviously, the interest that any country has in participating in trade
negotiations is rolated to the magnitude of the exports that could benefit from the
reduction~or elimination of customs duties which might emerge from these negotiations
and which would help them compete in foreign markets. The interest that a given
. country places in those negotiations, then, is a function of the size, nature and

geographic distribution of its exports. f

It is also clear that the interest of a giveh country in negotiations would
be greater, the greater are the existing barriers imposed upon its exports in the other
- countries participating in the negotiations, with the hope that these trade barriers
could be reduced. These barriers generelly are higher on agricultural and manufactured
consumer products in protection of local production, and they generally are lower on
artlcles for which there is heavy demand, such as crude 0il and raw materials. Thus
it is advisable to analyze the exports of the ECWA countries, separating their petroleum
exports from the rest, in order to ascertain the sxtent of the behefits they would
probably depive from multilateral trade negotiations. What follows is a discussion of
these possibilities with regard to each of Syria, Irag, Jordan and Lebanon, and with
regard to the ICWA countries in general, based on what gtatistical information is

available.
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A.  Syria

Syriats exporis reached around $ 902 million in 1975, But if crude oil, whose
 export does not require negotiations to alleviate trade barriers (such as tariffs and
quantitative restrictions), is excepted, 3yriats exports in 1975 become approximately
$ 260 million (see table 2). For the purpose of comparisan,switzerland*s exports in
4974 reached § 12,000 million and those of Sweden % 16,000 million. This means that
Switzerlandfs exports were 13 times those of Syria and when crude oil is excepied 46
times. Furthermore, over half the value cited represents raw materials such as cotton,

wook, crude tobacco, uncured leather, phosphates, animal intestires and the like.

With the exoeptioﬁ of uncured tobacco, these goods are normally exempt from
customs duties and quantitative restrictions in the importing countries and, consequently,
do not require negotiations. If we subtract their value, excluding tobﬁcco, from the
$ 260 million we obtain the approximate figure of $'129 million, representing Syrials
exports of raw tobaceo, agricultural consumer productg and industrial goods to all the

countries of the world,

It should be noted that a significant part of these exports goes o the Arab
countries. The regulation of Syrials relations with these countries does not require
the process of trade negotiations within the GATT framework, but takes place under
bilateral and collective agreements concluded by Syria with certain Arab countries or
within the framework of the Arab League or the Council of Arab Hconomic Unity. In
1975 Syriats exports of 6ommcdities, excluding petroleum and raw materials, o the Arab
countries amounted to around $ 61 million, or 47.58% of these exports (seec attached
table 3.4). | |

In the same year Syria also expoited around & 8 million or 5.91% of these

" commodities to countries of the Hurdpean Economic Community. Syria concluded a special
preferential agreement with the EiC under which it obtained special tariff reductions
and exemptions. It is not, therefore, anticipated that Syria will obtain further

concessions from these countries in multilateral trade negotiations.
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In the same way, Syriaﬁs exports to countries of the Council for Mutual
Fconomic Asgigbance (CMEA) depend more on agreements concluded hetween Syria and
these countries and on the foreign trade policies adopted by these countries than
they do - on customs duties and trade concessions resulﬁing from.multilateral trade
negotiations. In 1975 these countriesi share in Syriats exporis of the above mentioned
commodities amounted to around § 24 million or 18.25% of Syriats total worldwide exports
of these goods.

If we subﬁract what Syria exports tc the Arab Scuntries, +he countries éf the
EEC and the countries of CMEA, her remsining exports of oemmodities,rexcludihg raw
materials and petroleum, to other countries amount to no more than 23.65% of these
items, of which only 5.4% fepresents its exports to the EFTA countries (in northern
and western Europe), the United States of America and Japan with the remainder going
to bther countries. This proportion represents an amount of only 330.535 million.

The smallness of this amount in hoth absolute and relative terms shows the

limited advantage to Syria of multilateral trade negotiations.

The flaw in this argument, however, is that it is based on current statistics
in their static form. A dynamic view cf these statistics may possibly change the -
picture somewhat as regards the advantage of negotiations, since there are undoubtahly
some goods that Syria could ezpoft, or export in larger quantities, to industrial coun-
tries participating in negotiations if barriers to frade imposed by these countries
were reduced or eliminated. To ascerbain the extemt of the potential adVantage that
Syria could derive from tariff reductions and other concessions gained by negotiations
it would be necessary to analyze the items in which Syria could expand production,

given an improved demand in the countries participating in negotiations.
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'B. Lobanon

What has been said about Syria is also true to a large exment, of Lebanon,
even though Lebanonis prob able berefit from the concessions afforded by negotiations
appears at first sight to be greater than Syrla' s probable bhenefit in absolute and '
Jrelatlve terms. In 1973, Lebanonts exports amounted to around $ 322 million, of which
‘approximately 4 290 million (as against $129 million in the case of Syria) were
agricultural commodities and industrial products gubject to tariff and non-tariff
harriers in other countries, which constituted around 90% (as against 14% in the case
of Syria) of Lebanonis total expcrts (see table 2). In the same year Lebanonts exports
of these products to the Arab countries amounted %o around § 204 million (70. 5% of her
total exports) and an improvement in the terms of Lebancnts export trade to thcse coun~
tries does not necessarily require membership in GATT or participation in multilateral
trﬁde}negotiations, lebanon!s remaining exports, amounting to 29.5%, were sent to
other countries, with 11.87% going to the countries of western Europe, the United
States of America and Japan, 6.4% o the CIEA countries, and 11.21% to other countries
(see table 3.3). ‘

Returning to Lebanonts exports to the countries of western Europe, the United
States and Japan, we find that.more than half of these exports (around 5.98%) went to
the ERC, from which Lebanon has obtained special preferences. It is unlikely that
she will oﬁtain more favorable concessions as a result of muitilateral nogotiations.
Pased on the above it is also clear that the advantage to Lebanon of membership of
GATT and partlolpatlon in trade negotlatlons is limited, especially if the stailstlcs
are viewed from a static point of view. The advantage would nrobably increase a 111t16
if these statistics were looked at from a dynamlc~v1ewp01nt, as in the case of Syria.

'
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C. Jordan

Jordants position appears less pogitive than that of Syria and Lebanon with
regard to the possible benefits of membership of GATT and of multilateral trade
" negotiations. In absolute terms its exports of tobacco and agricultural and industrial
goods'in 1974 did not exceed § 60.84 million dollars (see table 2). A glance at table
3.2 shows that exports of these goods to the Arab countries amounted to arcund § 53.481
million, or about 88% of Jordants total exports of these goods to all countries. Jordants
exports of the above commodities to other countires did not exceed 12% of these exporiss
 of which only 0.32% went to the European countries, the United States of America and
Japaﬁ and 11.72% to the rest of the world. This meager proportion reflects the benefit
to Jordan of CGATT membership and trade negotiations. This present picture might, how-
ever, change in the future if new branches of production should emerge in Jordan with

an export potential to non-Arab countries.

D. Irag

: It is clear from table 2 that crude oil forms the greater part of Iragis
exports, accounting for around 98.58% of these exports in 1975. If Iragig exports of
raw materials, accounting for 0.19%, are added to this proportion, the combined exports
of oii and raw materials would constitute around 98.77% of the country*s total exports.
The remaining exports of tobacco, industrial goods and agricultural commodities, subjeet
to export restrictions in that year amounted to around § 104 million, which in absolute
terms is less than the amount of these goods exported by either Lebanon or Syria andg

in relative terms, represents only 1.23% of Irag's total exports.

' The amount of these goods expoited by Iraq to the Arab countries came to
 around § 23.377 million, or 22.5% of these exports (see table 3) and its exports 6f'
these goods to the CMEA countries totalled around § 7.456 million or 7.18% of its
éxports thereof. Since these exports to the Arab countries and CMEA are not affected
by membership in GATT or multilateral trade negotiations, this value can be - subtracted
_ from its total exports of these goods. The remairder of Iragis exports of these goods
~ to other countries amounts to around % 73.5 million or 70.31% of its exports thereof,
representing the benefit of GATT membership and participation in-trade negotiations.
Of thie amount $ 15067 million (15.08%) were exported in the same year to Furopean
countries, including the EEC, the United States of America and Japan, while the re-
mainder, amount to $ 57.377 million (55.24%), was exported to other countries.

eos/




- 41 -

In gpite of the lowness of these figures in absolute terms in relation to other coﬁn»
treee of the size of Irag, its population and economic potential, their relative
significance in relation tc its exports of these goods is clearly high, in contrast to
what might seem to be indicated if they are compared to Iragts total exports indluding
\oil. Hence, Iragts accession to GATT and its participation in multilateral trade
negotiations is a matter worthy of consideration from this aspect and‘beoomés\more
important if a dymamic view is taken of Irag's future and'economic potential.

E. Common aspects of the exportg of certain countries of the region to the prinecipal

market economieg outside the Arab countries

The common aspects of the exports of Syria, Lebanon, Jordan and Iraq to
countries outside the Arab Wbrld, excluding counﬁrles w1?h centrally wlanned gconomies,

¢can be summarized as follows:

(i) The small volume of these exports, in gemeral, with the exception
“of oil. - o ’

(ii) These exports mainly congist of fuel and raw materials.

(ii1) Omly & small range of items is exported by countries of the region

to the developed market econcmies.

(iv) With the exception of a limited number>0f commé&ities, the products

exported by the countries of the region to the industrial oountrles

constitute only a small proportion of the latterts imports (or of the

exports of the countries of the region themselves). -

Por example, it can be seen’from table 6 that only two items exported by
Iraq to the EEC account indiﬁidually for more than 1% of the imports of these items
by these countries, namely liquorice roots (forming 23.7% of total HEC impofts of this
item) and crude oil (6.9% of total EEC imports of thig item). No single item exported
by Jordan to the EEC constituted greater than 1% of these countries! imports of that °
item. There ére six items exported by Lebanon to the FEC which each account for greater
than 1% of the total EEC imports of these items, namely animal intesfines, dried
vegetables, lentils, anise seed, travel goods, bed covers and the like.
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Syria only exports two items to the EEC which represent over 1% of total EEC imports
of such items, namely liguorice roots, accounting for 24.5% of EEC imports of

‘this item, and dried vegetables, which meke up 1.4% of their imports thereof.

Table 5 gives & similar picture with regard to the imports of Swijbzerlemd from

four countries of the Hoonomic Commission for Western Asie region. Colums one

and two of Table 4 support this picture with regard to the importe of the United
States from the same four mentioned countries. .

The importance of: this phenomenon lies in the fact that a country importing
from ope of the ECWA countries an item that represents only a minor proportion
of its imports of this item would gain no advantege from granting concessions to
the exporting country in exchange for limited counter henefits. This is because
any concession obtained by an ECWA country would, in sccordance with GAYT rules,
be extended to all other giountries, including those whioh export this item in
large quantities to the iinporting country. Cmeequemly, the country granting
the concession would pay en exorbitant price for a limited benefit obtained from
the ECWA member country. This high price leads to reluctance to grant such a

concession,

From the static view point therefore, this phenomenon, in addition to
other common aspects, confirms the limited nature of the advantages to BCWA
countries of GATT membership and of multilateral negotiations. From the same
perapective even if these countries do not participate in megotiations, it is
probable that other countries with greater interests at steke, due to the
significance of their export volume in relation to their economies or to world
trade, will participate therein. By virtue of the most favoured national principle,.
the countries of the region may benefit from the results obtained by these other
_ countries for the removal of barriers to theix exports, This may happen without
the ECWA countries having to join GLTT or make any commitments or concepsions.

.
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'£) The Advantages to_other FCWA Counkries of Multilateral Trade Negotiabions

The adventages to other wember countries of ECWA in joining GAT‘:E and
entering into multilateral trade negotiations do not differ significantly’ from
those in the examples discussed above, ,

It iz well known that, spart from crude oil, the Kingdom of Seudi
Arabia has no exports of absolute or relative significance at the present time with
the exception of nitrofertilizers, the exports of which amounted to around 38
million riyals in 1973. Dates, skins and scrap iron are exports of secondary
importance. This picture may change if the Kingdom of Saudi Arabia moves
from this stage foward greater industrialization and in particular, to the
nanufacture of petro-chemicais. At such time it may have an important incentive
to Jjoin GAYT and to participate in trade negotiations. - '

In varying degrees the same is trme for most of the Arabian CGulf S'tiates.
Apart from crude oil, the main expoxris of Kuwait at the present time are chemical ‘
fertilizers, In 1975 Kuwait exported 48,582 million Kuwaiti dinars of these
fertilizers (equivalent to approximately/173.5 million) or about 13% of its
total exporis.

With the exception of crude oil, Bghwain's primary export is aluminium,
In 1975 Bahrein exported 26.74 million dinars (approximately $ 57.5 million) of
aluminium, out of a total export figure of approximately 71.7 million dinars
or $§ 154 million, including re-exported goods.

The main exports of Oman are dried limes and certain vegetables and fz'u;i_.ts
which are of relatively minor importance with regard to their total foreignk

excha earnings.
nge nine United

The principal exports of the/Arab Emirstes,ezcluding petroleum,are dried
fish, dates, uncured skins and scrap iron, which together represent only a small
proportion, as is the case in the Kingdom of Saudi Arabia.
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The chief exports of the Yemen Avadb Republic are cobton, coffee, uncured
@kins, cotton seeds and dried fish which, apart Zrom cofl fes, are row mateprials,
The country's entire exports only cover 6~T7% of the value of its importis 011(3.
represent a very minor proportion of world trade.

The main exports of the Pedp"ie s Democratioc ‘L‘épubli ¢ of Yemen congist of
refined petroleum oils, cotton, skins, dried salted fish, cotton seeds, cotton
.fabr:o.cs, rice, coffee and scrap metal. With the emeptlon of the refined oila, °
the relative importance of these items is very minor both for Yemen and for the
world at large. |

These countries' exports of non~petrolevm products undoubtedly include
importent items such as chemicel fertilizers deserving promotion either through
barticipa‘bion in miltilateral negotiations or bilateral agreements, but the
number of these commodities, ap we have seen, is small at the present time.

3. Ability bo defend commercial interests

The memberghip of one of the countries of the region in GATT or its
 participation in multilateral trade negotiations might enable it to defend ils

- commercial interests if these interests were threatensl ag a result of a measure
 taken by any other country, Since the country which interest is affected has the
r:.gh*i: o request the country concerned to rescind its measure if this contravenes
the GATT rules and to further wequest that both parties enter into consultations.
If such conau‘! tations &hould fail Yo prov:tde a satisfactory result, the country
 which inte:cest is in,}uxc:& may submib a complaint ag'm:;h tr;e other country to the ;
Contracting Parbties and other injured countries may endorse this comp] amt, thus

supporting the former country in its stend.

Thie ablllty to defend the countey'ls coamnerc,a.al interests is iu:r:thered by
the country's negotlatmg power. The greagfghtfg gﬁg,wae of its imports of
sompetitive commodities from the country/ subject of the compleint, and the greater
the reliance of %hab coun-br;y on the exports of !;he complaining country, the
greater this power becomes. It is well known tha.‘b the negotiating power of
the rich o0il producing countries of the region and especially of the Kingdom of
Saudi Arabia has increaged in recent times in view of the expanding volume of
its foreign trade and the growing impor wtance of oil following the price increases
of 1973. The negotiating power of other member cowntries of ECWA, such ag Syria,
Lebanon, Jordan and Yemen is, however, limited firstly by the small volume of
their trade in relation to world trade and the markets of their trading partners
and secondly by their lack of strategic products that could be exported in
significant quemtities. ‘
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| In sddition to the above, the accession of a country of the region o GATT
and its participation in muliilateral trade negotiations would enable it to
become more fully acquainted with the import and export regulations of other
countries of the world and also with changes in these regulatidxis, which would
make it easier for it to bemefit from available opportunities if it ‘should 80
wish. The experience obtained in this field through the participation of its
nationals in negotistions would also have an importance thet should not be

ignored.
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Szw and conclugions
It seems clear from the foregoing anansis that the dirvect adva.ntag»\ to

mogt countries of the region of membership in GATT and of multilateral trade
negotiations is limited in view of the small voluma, in absolute and relative
terms, of their exports which are subject to tariffs or other barriers in the
industrial countries. The way to reduce or eliminate existing barm.e:as in

the Awsbd countries is not nccesserily tm*ough GATT membership of mltilateral

" trade negotiations. Similarly the course to reduce trade barriers facing the
exports of HCWA countries in the countries of centrally plarned economies is

to conclude economic agreements to this effect with them rather than through
miltilateral trade negotiations. However, this picture may change to some

extent in the future if account is takenof: Firsily, the possibility of an
increase in the exports of countries of the region to the outside world,

| particularly to the industrial countries with market economies, given an

. appropriate climate, especially a responsive attitude on the part of the

countries importing these goods towards the elimination of barriersyand
flexibility of supply and adaptation on the part of the countries of the region;
and secondly of thé possibility of certain countries of Yhe region moving into

a second stage of production in which new export--oriented types of production,
guch as petvo-chemicals may appear. The export of such commodities will be subject
to barriers that joint negotiations would help to eliminate. This aspect is made
even mowe éignifican‘b by the fact that the crude 0il exports of the oil producing
countries may provide them with negotiating power for the export of their other '
products on a bilateral basis through which they may gain even more then they
‘would through multilateral trade neotiations. It should be noted thab the current
round of 'bré.de negotiations iz due to end in 1978. After their conclusion, it stands
to reason that consideraticn will be given to a new round or measure in which
greater concern mey be shown for the interssts of the developing countries.
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