Report of the Ninth Meeting of High Level Trade Officials (HLTO) of D-8 Countries
 (27-28 March 2008, Islamabad, Pakistan)

1. The Government of the Islamic Republic of Pakistan hosted the 9th  Meeting of High Level Trade Officials (HLTO) of the D-8 Countries in Islamabad, on 27-28 March 2008.  The delegations from all Member States attended the meeting. The list of participants is at Annex I. 
2. The Meeting was inaugurated by Syed Asif Shah, Secretary, Ministry of Commerce, Pakistan. In his opening address he welcomed H.E Dr Dipo Alam, Secretary General of D-8 and the other delegates. He urged the members to show flexibility and move ahead with consensus. He mentioned the aspirations of the D-8 leaders contained in the Bali Declaration whereby they resolved to increase economic integration and promote trade. The successful conclusion of these negotiations, he emphasised, would be instrumental in realising the vision of the D-8 leaders.  The text of the address is at Annex II.
3. The Secretary General D-8 in his address appreciated the work done by the HLTO for reaching consensus on all major issues of the D-8 PTA. He urged all the member countries to conclude the Rules of Origin to operationalize the PTA at the earliest. The text of his speech is at Annex-III.
4. The Member countries elected Mr. Shahid Bashir, Senior Joint Secretary, Ministry of Commerce, Government of Pakistan, as Chairman of the meeting.

5. The agenda of the meeting (Annex IV) was adopted unanimously. 

6. The threshold of local value addition (Rule 4) was discussed at length by the members. All the members, except Egypt and Bangladesh, agreed to 40% criteria for local value addition. Egypt informed the meeting that any value addition criteria below 50% was not acceptable to them. On the other hand, Bangladesh proposed special and differential treatment for the Least Developed Countries (LDC) in complying with the local value addition content. In this regard, Bangladesh rieterated its earlier position i.e., 30% local value addition content for conferring origin to products from LDCs. The other members were of the view that differential and special treatment was already available for the LDCs under the PTA Agreement where they have eight years to reduce tariff as compared to four years for other members states. The majority of the members were of the view that the General Rule for conferring origin to Not Wholly Obtained Goods should be based on a single value addition criteria. Accepting multiple criteria for different members would not only be difficult to implement but also cause discrimination against other members. The Members urged Egypt and Bangladesh to show flexibility, move ahead with majority concensus and finalize the text. It was agreed that the members would finalize the text and Egypt and Bangladesh were welcome to join as and when they are ready to adopt the agreed text. 

7. Egypt and Turkey insisted to keep the Egyptian proposal regarding the article of Prohibition of drawback which was proposed since the Seventh Meeting. However, this proposal was not accepted by the majority of the members.  
8. The Meeting considered the outstanding issues on the Draft text of the Rules of Origin along with the amendments proposed by other members. The final version of text of the Rules of Origin is at Annex V. Members to communicate editorial changes (if any) electronically to the Secretariat by end April 2008. 
9. The meeting agreed to adopt the Operational Certification Procedure for the OIC TPS mutatis mutandis for the D-8 PTA. The text of the OCP would be finalized in the next meeting of HLTO. 
10. It was agreed that the members would submit their Offer List for D-8 PTA by 30 April, 2008 to the D-8 Secretariat through the diplomatic channels.
11. The next meeting of HLTO will be held before the D-8 Summit in Malaysia. The time and venue will be coordinated by the D-8 Secretariat subsequently.  
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Annex II

Welcome Address

By Syed Asif Shah

Secretary Commerce

Government of Pakistan

Distinguished Delegates,

Assalam-o-Alaikum

It gives me great pleasure to welcome you to this Meeting of the  High Level Trade Officials of D-8 Countries . I am confident that your stay here will be fruitful and enjoyable. 

As we all know, the Developing-8 is an arrangement for cooperation among eight brother Muslim countries of Bangladesh, Egypt, Indonesia, Iran, Malaysia, Nigeria, Pakistan and Turkey. This arrangement besides facilitating trade and commerce; will also enrich the social and economic relations among member countries.

The prime objectives of the D-8 are to improve the developing countries’ position in the world economy; diversify and create new opportunities in trade relations, enhance participation in decision-making at international levels, and provide better standards of living to people. 

D-8 members have diversified characteristics. Our Membership is also open to other developing countries particularly members of OIC who are willing to subscribe to the goals, objectives, and principles of the group and to sharing our common bonds. The D-8 is a Forum which does not impact adversely on the bilateral and multilateral commitments of its member countries, which may come about as a result of their membership of regional and international organizations.

It may be recalled that in their policy statements at the inaugural session of the Bali Summit in 2006, the Heads of State and Governments underlined the crucial importance of intra-trade for the development of D-8 cooperation and acknowledged the vital role of the private sector in this context. They also welcomed the conclusion of two agreements i.e. the Preferential Trade Agreement and the Customs Cooperation Agreement. The Ministers in the presence of the Heads of State and Government signed these agreements.

The Bali Declaration, recognized that expansion of D-8 intra-trade had emerged as a most promising area of cooperation .The Declaration drew attention to cooperation in the field of industry, banking, small and medium sized enterprises, shipping, tourism and in particular poverty alleviation. The Declaration also pointed to the problem of the looming energy crisis on the world Horizan and instructed to study its implications for the member countries, and develop long-term strategies to counter the problem. 

At the multilateral level, the Doha Development Round does not seem to be moving ahead as per the aspirations of the developing countries. It is now evident that some trade distorting measures such as farm subsidies and domestic support by the developed countries has affected world trade adversely. This has  serious implications for market access opportunities for the developing countries.  On the other hand, the developing countries are required to reduce their tariffs to provide market access for product from the developed countries.  The core strengths of the developing countries, that is, agriculture and textiles still face a number of tariff and non tariff barriers in the developed world. There have been a number of empirical studies, which have concluded that farms subsidies provided by developed countires are directly linked to poverty and underdevelopment in a number of developing countries. With this back drop the developing countries have no alternative but to focus on regional trading blocks and to strategize their priorities for better terms of trade. In this scenario, the D-8 forum provides the members countries an excellent opportunity to take a unified stance on such critical issues. 

As the D-8 process moves forward with the implementation of the PTA, I am sure that the D-8 Members will be able to come up with a concerted stance on all international trade issues.


The next D-8 Summit will be held at Kuala Lumpur (Malaysia) in the first week of July, 2008. An important feature of the Summit will be the presentation of the Study by the Islamic Centre for Development of Trade (ICDT) which would compare D-8 Preferential Trade Agreement; Rules of Origin; Customs Agreements and similar initiatives under OIC TPS. Besides, the D-8 PTA which was signed at the Bali Summit of 2006 will also be focused upon in the next Summit with the possibility of enforcing the Agreement within a specified time. The delegates of the member countries to this meeting are, therefore, required to remove all bottlenecks to enable the process to move forward.

The Rules of Origin play a vital role in the practical working of any Trade Agreement. Such Rules ensure that the benefits of the PTA are available only to the products of the contracting members.  The framing of meaningful Rules of Origin is, therefore an important task for the HLTO group.  I am sure that your collective wisdom and experiences would help in the formulation of Rules which are simple and facilitate trade. 

I urge the members present to show flexibility and move ahead with consensus. It would not be out of place to mention here the aspirations of our leaders as contained in the Bali Declaration which resolved to increase economic integration and to promote trade. The successful conclusion of these negotiations would be a realization of the vision of our leaders. 

The PTA which was agreed upon and finalized in Pakistan, got approval of the D-8 summit held at the Bali Summit in Indonesia on May 14, 2006. This Agreement is the first of its kind among Muslim Countries and offers incentives for other Muslim countries to join this Forum. This agreement not only provides trade growth opportunities to the developing countries but also special and differential treatment for LDCs like Bangladesh. I would urge that all member countries may continue their support and cooperation for the success and growth of trade under this PTA.

I am confident that this meeting would finalize the Rules of Origins to make the PTA operational at the earliest.  

In concluding; I thank all of you for participating in this important HLTO meeting. I am also grateful to Ministry of Foreign Affairs for making necessary arrangements for the meeting. I wish you a pleasant and happy stay in Islamabad. 

Thank you

____________
Annex III

Key note address

by the D-8 Secretary General

during the Ninth Session of the HLTO held in Islamabad on

27-28 March 2008

Assalamualaikum Wrwbr. 

Excellences, 

Distinguished Delegates, 

Ladies and Gentlemen, 

I am greatly delighted to welcome and address you all at the opening ceremony of the 9th HLTO Meeting.  

I am very delighted to see again the full participation of delegates from all (or almost all) D-8 countries as the established practice of HLTO meetings. This indicates not only the importance given by Member States to trade issues. But also their strong willingness to make the PTA, which is signed by all Members and is awaiting the completion of ratification process, enter into force and to make the negotiations on Rules of Origin finalize. 

I would like to remind you that this HLTO meeting is the last one before our Summit, which will be held on 6-7 July in Kuala Lumpur, and hopefully the last round of negotiations of Rules of Origin in this esteemed HLTO platform. I am confident that as of 10th HLTO Meeting we will leave behind the negotiations on Rules of Origin and will discuss different issues under the Trade Chapter.  It is through a collective support of all member states that D-8 will be able to advance to much higher grounds in different aspects of its activities.

By this occasion, I would like to bring two key developments about ratification process of PTA to your attention. First one is the Government of Malaysia has ratified D-8 Preferential Trade Agreement (PTA) on July 20, 2006 (it would be automatically effective once RoO is finalized) and a copy of Instrument of Ratification is deposited at our Secretariat. Second one is the Government of Iran has ratified PTA on September 3, 2007. 

As we all know, according to Article 34, PTA shall enter into force thirty days following the date on which instruments of ratification by at least four member states have been deposited with Secretariat. Ratification by two additional member states means that the PTA will alive anyway. 

Esteemed Delegates,

According to the latest available statistics, D-8 countries’ total trade volume has reached 1.15 trillion USD by the year 2006. This value is the 80% of ASEAN, 12.4% of European Union and 5% of world total trade volume.

However, even inadequate D-8 trade volume of 1.15 trillion USD has not been reflected in D-8 intra trade volume. Latest available statistics reveals that D-8 intra trade volume is only 49 billion USD, which is 5% of D-8 total trade volume and which is far behind our potential.  

It is evident that coming into effect of PTA will have strong and positive influence of on promotion of intra-trade within D-8 community. I, therefore, urge you all to expedite your decision making processes so that this agreement becomes fully effective by the 6th Summit in Malaysia. 

In this regard, this last round of RoO negotiation is crucial and should result in Finalization of this protocol. Therefore, I special come to share with you today, for two days, to encourage, to support and to work together for finalizing this ROO. With your expertise, your experiences and wisdom in trade negotiations both bilaterally and multilaterally, I believe that we can achieve the completion of D-8 RoO. 

Distinguished delegates,

Now I would like to say some words regarding the economic rationale behind the interest of the Secretariat to the PTA and RoO matters. 

As we are all aware of the fact that trade liberalization is the most direct way of integration. For six years, we have seen rapid growth of the world economy. This growth has been driven in part by the even faster rise in international trade. The growth in trade is in turn the result of both technological developments and concerted efforts to reduce trade barriers. During this period, developing countries have also become one of the principal players of the international trade. Most of them have started to open their own markets in order to integrate with the world and to take full advantage of the opportunities for economic development through trade. 

The economic well being of a country is associated closely to the availability of resources and the productivity of its workforce. Trade operates in a diversify ways to sustain the economic development process. It enhances competition and the linked thrust to innovation and specialization, and it provides a significant channel for international technology transfer. Trade liberalization helps to enhance the economic growth of the nation and reduce the level of poverty. 

As a group, developing countries have become much more important in world trade—they now account for one-third of world trade, up from about a quarter in the early 1970s. Many developing countries have substantially increased their exports of manufactures and services relative to traditional commodity exports: manufactures have risen to 80 percent of developing country exports. Moreover, trade between developing countries has grown rapidly, with 50 percent of their exports now going to other developing countries.

Ladies and Gentlemen, 

On 13 May 2006, D-8 Member States made a highly important progress in their cooperation. They all signed the PTA which was the first step in their economic integration process. Today, after two years of its signature, our PTA has not been entered into force yet and we are still negotiating an important tool for the implementation of PTA, which is Rules of Origin.  

I believe that D-8 members will much more increase the level of cooperation among themselves through PTA. Although D-8 countries are geographically dispersed, they have the advantage of product variety in the D8 geographical area. Since each member state mutually interacts with its environment every member state has its own strength and weaknesses in production capacities. Enforcement of PTA will provide the member states with a great opportunity to enjoy the competitive advantages of each other. 

I also would like to remind you that it is important to make substantial improvement until the 6th Summit in Kuala Lumpur, July 2008 in completion of Offer Lists. By the occasion, I would like reiterate that D-8 Preferential Trade Agreement will be ratified and entered into force whenever we have completed the RoO and Offer Lists. 

I would like to stress that we should take into account the developing nature of our member countries as the basis of our negotiations. I believe that the origin rules should be set at minimum without damaging the origin concern to take advantage of trade liberalization.  

I thank you very much for your participation in this negotiation. I also highly appreciate and congratulate and thank to Pakistani Government for hosting and facilitating the completion of HLTO meeting continuously.

____________
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ANNEX-V

RULES OF ORIGIN

FOR THE PREFERENTIAL TRADE AGREEMENT (PTA) 

AMONG THE D-8 MEMBER STATES
These Rules may be called the Rules of Origin under the Preferential Trade Agreement among D-8 Member States (hereinafter referred to as “D-8 PTA”), pursuant to Article 12 of D-8 PTA. These Rules shall be annexed to the D-8 PTA and form an integral part thereof.

Rule 1
Definition
For the purposes of these Rules:

(a) “CIF value” means the price actually paid or payable to the exporter for the goods when the good is unloaded from the carrier, at the port of importation. The value includes the cost of the goods, insurance and freight necessary to deliver the goods to the named port of destination;

(b)  “Materials” means ingredients, parts, components, subassembly and/or goods that were physically incorporated into other goods or were subject to a process in the production of other goods;
(c) “Originating goods” means goods that qualify as originating in accordance with the provisions of Rule of Origin of D-8 PTA;

(d)  “Indirect material” means a good used in the production, testing or inspection of a good but not physically incorporated into the goods, or a good used in the maintenance of buildings or the operation of equipment associated with the production of a good, including:

i. fuel and energy; 

ii. tools, dies, and moulds; 

iii. parts and materials used in the maintenance of equipment and buildings; 

iv. lubricants, greases, compounding materials, and other materials used in production or used to operate equipment and buildings;

v. gloves, glasses; footwear, clothing, safety equipment, and supplies;

vi. equipment, devices, and supplies used for testing or inspecting the goods; 

vii. catalysts and solvents; and

viii. any other goods that are not incorporated into the goods but whose use in the production of the goods can reasonably be demonstrated to be part of that production.

(e)  “Non-originating material” used in production means any material whose country of origin is other than that of the Parties and any material whose origin cannot be determined.

(f) “Production” means methods of obtaining goods including manufacturing, producing, assembling, processing, raising, growing, breeding, mining, extracting, harvesting, fishing, trapping, gathering, collecting, hunting and capturing;

(g) “Ex- Works Price” means the price paid or payable for the product to the manufacturer in the participating State in whose undertaking the last working or processing is carried out, provided that the price includes the value of all the materials used, excluding any internal taxes which are, or may be repaid when the product obtained is exported;

(h) “consignment” means products which are either sent simultaneously from one exporter to one consignee or covered by a single transport document covering their shipment from the exporter to the consignee or, in the absence of such a documents, by a single invoice; and

(i) “territories” means territories of contracting members including territorial waters. 

Rule: 2

Origin Criteria

Products covered by the D-8 PTA imported to a Contracting Member from another Contracting Member which are consigned directly within the meaning of Rule 7 , shall be eligible for preferential treatment if they conform to the origin requirements under any one of the following conditions:

(a) products which are wholly obtained or produced as set out and defined in Rule 3; or

(b) products not wholly obtained or produced provided that the said products are eligible under Rule 4. 

Rule 3

Wholly Obtained or Produced Products.

1.
Within the meaning of Rule 2 (a), the following shall be considered as wholly produced or obtained in a Contracting Member:

(a)   plant and plant products harvested, picked or gathered there;
(b)   live animals born and raised there;
(c)   products obtained from live animals referred to in paragraph (b) above;
(d) products obtained from hunting, trapping, fishing, aquaculture, gathering or capturing conducted there;
(e)   minerals and other naturally occurring substances, not included in paragraphs (a) to (d) above, extracted or taken from its soil, waters, seabed or beneath their seabed;
(f)  goods taken from the waters, seabed or beneath the seabed outside the territorial waters of that Contracting Member; provided that that Contracting Member has the rights to exploit such waters, seabed and beneath the seabed in accordance with international law;
(g)  goods of sea fishing and other marine products taken from the high seas by vessels registered with a Contracting Member or entitled to fly the flag of that Contracting Member; 
(h)  goods processed and/or made on board factory ships registered with a Contracting Member or entitled to fly the flag of that Contracting Member, exclusively from products referred to in paragraph (g) above;

(i)

used articles which no longer can perform their original purpose and are not capable of being restored or repaired and are fit only for disposal or recovery of parts of raw materials, or for recycling purposes;
 (j)  waste and scrap resulting from manufacturing operations conducted there; and 

 (k) goods obtained or produced in a Contracting Member solely from products referred to in paragraphs (a) to (j) above.
 2.
The terms "their vessels" and "their factory ships" in paragraph 1(g) and (h) shall apply only to vessels and factory ships:

(a)
Which are registered or recorded in a Member state of the D-8; or

(b)
Which sail under the flag of a Member state of the D-8; or

(c)
Which are owned to an extent of at least 50 per cent by nationals of a Member state of the D-8, or by a company with its head office in one of these States, of which the manager or managers, Chairman of the Board of Directors or the Supervisory Board, and the majority of the members of such boards are nationals of a Member state of the D-8 and of which, in addition, in the case of partnerships or limited companies, at least half the capital belongs to those States or to public bodies or nationals of the said States.
Rule: 4

Not wholly Produced or Obtained Products

(a)  For the purposes of Rule 2(b), a product shall be deemed to be originating if not less than ‘40’ % 1of ex works of its content originates from a Contracting Member.

(b) For the purposes of calculating local value added content the following method shall  apply: 

	Ex Works Price – Price of non Originating Materials      _____________________________________________       x 100 ≥ 40  % Ex Works Price




(c)
The value of the non-originating materials shall be:

(i)
the CIF value at the time of importation of the materials; or

(ii)
the earliest ascertained price paid for the materials of undetermined origin in the territory of the Contracting Member where the working or processing takes place.

Rule 5

Cumulative Rule of Origin

Unless otherwise provided for, products which comply with origin requirements provided for in Rule 2 and which are used in the territory of a Contracting Member as materials for a finished product eligible for preferential treatment under the D-8 PTA shall be considered as products originating in the territory of a Contracting  Member where working or processing of the finished product has taken place provided that the aggregate D-8 Contracting Members originating content on the final product is not less than 40%.
Rule 6
Minimal Operations and Processes
The following shall in any event be considered as insufficient working or processing to confer the status of origin, whether or not they comply with the requirements of Rules 3, 4 or 5:

a) operations to ensure the preservation of products in good condition during transport and storage (such as drying, freezing, keeping in brine, ventilation, spreading out, chilling, placing in salt, sulphur dioxide or other aqueous solutions, removal of damaged parts, and like operations);

b) simple operations consisting of removal of dust, sifting or screening, sorting, classifying, matching (inkling the making-up of sets of articles), washing, painting, cutting; 

c) changes of packing and breaking up and assembly of consignments; 

d) simple cutting and slicing;

e)
affixing of marks, labels or other like distinguishing signs on products or their packaging; 

f)
repacking or placing in bottles, flasks, bags, boxes, fixing on cards or boards and all other packing operations;

g)
simple mixing of products whether or not of different kinds;

h)
simple assembly of parts of products to constitute a complete product; 

i)
disassembly; 

j)    slaughter of animals;

k)  mere dilution with water or another substance that does not materially alter the characteristics of the goods;

l)
ironing or pressing of textiles;

m)
husking, partial or total bleaching, polishing, and glazing of cereals and rice;

n)
operations to colour sugar or form sugar lumps; and

o)

peeling, stoning and shelling, of fruits, nuts and vegetables.

Rule 7

Direct Consignment
1.
The preferential treatment provided for under the Agreement applies only to products, satisfying the requirements of this Annex, which are transported directly among the Contracting Members. However, the products whose transport involves transit through one or more intermediate non-Contracting Member countries with or without transhipment or temporary storage shall also be eligible for preferential treatment provided that:

(a) 
the transit entry is justified for geographical reasons or by consideration related exclusively to transport requirements;
(b) 
the products have not entered into trade or consumption there; 

(c) 
the products have not undergone any operation there other than unloading and reloading or any operation required keeping them in good condition; and 

(d) 
evidence that the conditions set out in (a), (b) and (c) above has been complied with, such as Bill of Lading or a single transport document covering the passage from the exporting country through the country of transit.

Rule 8

Treatment of Packing

1) Where for purposes of assessing customs duties, a Contracting Member treats products separately from their packing; it may also, in respect of its imports consigned from another Contracting Member, determine separately the origin of such packing.

2) Where paragraph (1) above is not applied, packing shall not be taken into account in determining the origin of the product. 

3) Packing material and containers exclusively used for the transportation of a product shall not be taken into account in determining the origin of the product.

Rule 9

Accessories, Spare parts and Tools

The origin of accessories, spare parts, tools and instructional or other information materials presented with the goods therewith shall not be taken into account in determining the origin of the goods, provided that such accessories, spare parts, tools and information materials are classified and customs duties collected with the goods by the importing Contracting Member2.

Rule 10

Treatment of Indirect Materials
Unless otherwise provided, for the purpose of determining the origin of goods, the origin of indirect materials, or the materials used in its manufacture which do not remain in the goods or form part of the goods, shall not be taken into account.

Rule 11

Classification of Goods
For the purposes of these Rules, goods, materials and products shall be classified in accordance with the General Rules of Interpretation of Harmonized System. 

Rule 12

Re-importation of Exported Goods

If originating goods exported from a Contracting Member  are re-imported, they must be considered as non-originating, unless it can be demonstrated to the satisfaction of the customs authorities that:

(a)
the returning goods are the same as those exported; and

(b)
they have not undergone any operation beyond that necessary to preserve them in good condition while in that country or while being exported.

Rule 13

Exhibitions

1.
Originating products, sent for exhibition outside a Contracting Members and sold after the exhibition for importation in a Contracting Member shall enjoy the preferential treatment under the D-8 PTA  provided it is shown to the satisfaction of the Customs authorities that:

(a)
an exporter has consigned these products from a Contracting Member to the country in which the exhibition is held and has exhibited them there;

(b)
the products have been sold or otherwise disposed of by that exporter to a person in a  Contracting Member;

(c)
the products have been consigned during the exhibition or immediately thereafter in the state in which they were sent for exhibition; and

(d)
the products have not, since they were consigned for exhibition, been used for any purpose other than demonstration at the exhibition.

2.
A D-8 Certificate of Origin  must be issued or made out in accordance with the provisions of D-8 PTA and submitted to the Customs authorities of the importing country in the normal manner. The name and address of the exhibition must be indicated thereon. Where necessary, additional documentary evidence of the conditions under which they have been exhibited may be required.

3.
Paragraph 1 shall apply to any trade, industrial, agricultural or crafts exhibition, fair or similar public show or display which is not organised for private purposes in shops or business premises with a view to the sale of foreign products, and during which the products remain under customs control.

Rule 14 
Prohibition

Any Contracting Member may prohibit importation of products containing any inputs originating from non-Contracting Member states with which it does not want to have economic and commercial relations, under notification to the D-8 Secretariat.

Rule 15
Certificate of Origin
A claim that products shall be accepted as eligible for preferential concession shall be supported by a Certificate of Origin issued by a competent authority designated by the respective Governments of the exporting Contracting Members and notified to the other Contracting Members of this D-8 PTA Agreement in accordance with the Operational Certification Procedures, as set out in Attachment A.
Rule 16
Review and Modification

These rules may be reviewed and modified as and when necessary upon the request of a Member State as per procedure under Articles 30 and 31 of the D-8 PTA.
1 Egypt has made reservation regarding the 40% value added which was accepted by the majority


2Accessories, spare parts and tools dispatched with a piece of equipment, machine, apparatus or vehicle, which are part of the normal equipment and included in the price thereof or which are not separately invoiced, shall be regarded as one with the piece of equipment, machine, apparatus or vehicle in question.
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