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The Comm1e510n irchs howevel thaL Lo ma«e ¢t possable to express an oplnlon
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trade justifies that ong enquires inta the. effectiveneds of the drrangement
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vears. in reqard to aconowic mubward processing had created d1 tortions in
‘the structure of foreign trade of. rerkain Member States, distortions whlch
Are aeeurcdly one of the Towas i ree‘mne fbr megsures such.as cwlgln\marklng

It -is therefore ncceaeary to e%wm1pe the pos sibilities of eliminating these

distortions by following up efforis alxeady undertaken- in this area for. the
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: On the ba51s of an examlnatlon of" these twm problems the flnal part of ‘the

presewtfcemmunlcatler QL,GMQL? *e ﬂraw fertain COnClUHlGnm ae rcgards the

L . - .

N

The system set up in 1977 h1nges upon the‘control of certlflvates ot
declarations of origin carried Gut by Customs duthorlfles of -different:
‘Membér States. It was concluded\fram the first months of appl:catlon
.. that the requ¢rement ﬁf certificates or declaratiuns of Grjgln was' not

- suff dcientin itself o effentlvely prevent fraud nnleee db was accompanled

by complimentary: méasures which allowed detection, curblng and or course,
prevention . of  abuses or itregularztsee and in part1cu1ar fals Jflcatlon
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L) 'Or1g1n marklng rcfer: €0 the afflxlng 1nka permanent manner of a label
“of fabric.or qther marerial by. the pzmducer or importer, om the garment
or textile artlelm and/or on the packing thereof 1ndlcat1ng the country.
of origin of the. pronuce.._mh1~ 4nd1ceLtpn of ‘origin- should notbe
canfuocd w;tb oLher indications of a Lechnlcal or commerhlal nature,such'
~as trade marks, trade names, labels of quality, clesning instructions - ‘
labels or o“ber 1abelm prov:dOd for in. rogulatlene Jn Iorce (e q labels
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Tn this- context, the Commission has already nnderfaken certain approp;wate
action such as the reinforcemsnt of adninistrative cooparation which has been

proposed For certain thir

- The Commisstion however feels that it is

Nt

necessary to comd}nf~ thier Sobion mllwady vndertaken in this area by the following

n‘\(‘\"‘(';[ l’l"@ ] :

1)

2)

Improvement: of exchanges of information on fraud between Member Qfates and
Jﬁh@@zﬁmuﬁﬂf?fﬁ%mkbnm > -

_information e

“The procedure for exchange of information used up to now has worked well.

However, its informal character and the absence of a legal basis for the
exchance of information has waant thal this system has not been used to its
full edvantaye. Certain Membor States are sbill hesitant about commundcating
pested usuarlly for legal veasons possibly relating to commercial
or customs secrets. ‘Buen iF the informal nature of the exchanges has meant

that obstacles in certain caseg have Poen overcome, problems of principle

remain’ and situations wvary from one Member State to another.

'EXperience has demonstrated that effective exchanges' of information is the

condition sine ¢na non for the snceessful prevention of fraud. On the one
hand -the risk of ramification of fraudulent trade throughout the Community.
necessitates that Member States inform each other in coordination with

the Commission, of the details of cases discoverad at a national level and

in particular details regerding the names of the operators in third countries -
and the fraudulent methods used. On the other hand, in order to allow the
Commission to assure its responsabllities vis-a-vis third countries, it is
indispencsable that the Comvilé:ion has in each case at its disposal all. the
details of proof gathersd by Momber States which will allow it .to fulfil

thls role. . ' :

ThlS is why the Comm1ss1on Emogouea to create a legal basis for these
exchanges of information whicn will make it obligatory and systematic for

“this type of enguiry should be harmonized.

the more important cases and will speclfy their, extent and nature. It will.
provide in partlcular that all the docunentary information: establishing
proof "as regards details and persons concerned, should be comminicated

© to the Commission which will in turn present them in the appropriate confext

to the supplying tnird countuy.

Improvement of methods of enquiry

Enquiries -carried out up to now by the Community in third countries have
produced satisfying results as regards establishing facts and proof. This.
demonstrates that on-the-spot enquiries are the best method of achieving
results. However, experience has also shown that the means and attitudes
of Member States are not identical in-this regaxrd. To date, only certain
Member States have carriad out this type of enquiry. It is necessary

" therefomr that the Community as such’ acqquea the means necessary for such

a policy by placing =ach Member State in. the same situation and giving
them the same chance of achigving optimum results. As the establishing

of material proof- of fraudulent operations is the essential condition for

Community action vis-a-vis third coiatries, it is natural that in future
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To meet these’ objcctlves tne Comm1e51on advocates ‘the croatlon of a
| Community research and investigation group which would operate under the n
guidance of the competent Commission service in the following manner:
. each.Member State would, with the agreement of the- Comm1551on, designate
T aneffiedal from. its own natlongl Jnvemtagutwon_sorv1cc as o permanent
omember of this. gfeup (u1thowt changing hisg’ Tiational _posting er teaign) 3
every time an enquiry in &.third country seems necessary’ the Commission .-
.would be able to call upon members of this group (not necessarily of the.
same natlonallty of the Member State involved'in the. fraud case) who
would be entrusted -along with a representative of the competent serv1ce
- of the Conmission with the mission of enquxry in-the third country in’
. .. - .the name of the Community durirg the time necessary and would have hlS
) ‘ expenses pald for hy the’ COmmunlty j . "

) .The people in- charge of Communlty MJSSlOnS would of course have made'the
... . necessary contacts with the Member States concerned and would have access .
C ko 1nformatlon necessary for t,c accompllshment of thelrotask S

. !
Tt will furthermore be necessary (more than in the past) to call upon the
Comm1ss10n & and Member States ' repregentatives.in the third country '
concerned for 1nformatton to be gathered on-the—spot both durlng and
arter t.he enqmry o : o o o PRI
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T 3. Follow up necessary to frduds
The Comm1551on con51ders that one of the most effectlve measures agalnst
frauds consists of the. retrospectlﬁo dedurtlon of the quantities fraud-.

- . ulently - 1mported from the quantitative limits.applicable in the true .

) .+ -country of- orlgln. In’this recard, it is necessary that ‘the Commission in

o ' future takes. every measure nCCessary through the requisite legal means to

ensure the retrospectlve deduction of the entire quantity of the goods
in respect of, whlch fraudu1ent character has been establlshed ‘as.a result .
of the enqulrles. » - : _

4. _Relnforcement of admlnlstratlve cooperat:on to prevent fraud 'in 1ntra—
‘ ‘Community trado : o ~
-In thlS context, Comm1531on dec151on of 20 December 1979 has broughtan .
improvement and clarification in the situation’ rcgarding control ‘of origin.
, Nevertheless, further- efforts are nccessary to prevent cases of fraud
+ . .{while respecting the Treaty) which’ can only’ harm the preservation of
intra-Community free circulation ‘in the end by undermlnlng the confldence
) which Customs administrations of Member States.have in each other. As’
0  Yood zdministrative rooperat:on i the flrst COHdlthn for confldence
' the,Comm1581on feels that it is necessary as_sodn as.a serious suspicion .
- of fraud appedrs for Member States to have recourse in-the future -(more
than 'in the past) to an administrative cooperaticn to <check the OTng
. of certain Lext:le products-xn Jntrd-Communlty trad el T, Ce
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“IT. fEconomlc outward processing traffic

Economjc'outwarﬂ processing traffic may be defined as a form of industrial
cooteration wilth ool bain third countries. which gives Community.industries
the opportunity to export Commumity raw mﬁferlalb (mostly fabric) as well
as, possibly, the "know-how', with a view to having finished products
made up in a specified third country (with much lower salary costs) and
reimported after processing. The operation allows those industries which’
have part of fheir produnition carrvied out abroad to benefit from the lower
production costé existing in certain third countries and therefore to
balance their total cost price (the principle of ecual distribution of .
costs) so making their overalL production more competitive on Jnternal
and external markets.

A first proposal for harmonizing the criteria for applying this regime was
presented by the Commission to the Council in 1979 and is still under
discussion. ’

However, to completely realize the overall objectives of a legal framework,
harmonization and above all transparency which,will provide for the
elimination of “the present distertions in the economic outward processing
regime, ‘it is hares»axy to envisage the extension of the provisions of the
requlation which will be 1ﬂwnP9d for Moditerranean countries and in particular
its basic princinles (1) to 4 ] outward processirng operations, carried out
with ail third countrics anc that one thereby fixes definitely the crlterla
which were nct entirely harmonized for the Mediterranean countries, in
particular the single percentage of outward processing operations in relation
to the production of the applicants. '

Of course, this extension should as a matter of priority ke completed for
operatlons carried out in third countries for which specific gquantitative
objectives already exist (at a national level at least) i.e. eastern
block countrl@a and Yougn~]av1a. '

For these countries and to in particular attain the objective of transparency

a of external trade, the harmonization of the basic criterion should: naturally

""" be accompanied by a harmonization of the conditions under which the cquanti-

tative regimes themselves. are administered and especially the harmonization
of quantitative limits specifically reserved for outward processing, the.
apportionment of these limits by MFA categories, the transformation of
limits expressed in value to limits expressed in quantities and finally the
publication in their entirety of all limits fixed in this context. : \

The propoqed exten51on should furthermore go beyond State tradlng countries
and Yougoslavia to complete a true ¢global textiles economic outward
processlnq regime appllcaolo to all trade of this type. '

(1) The 3 basic principles of the propoSrﬂAregulation regarding Méditerranean K

- ‘the principle of only reserving thé regime for those Community operators
carrving on an industrial activity in the Community and whose products
ars identical to those made ‘under the regime in the third LOuntry

~ The principle that the applicant's Community production will be kept constant
Cin relation to the activity carried out sbroad under the r ﬁg1me. The
_ahpllgdflOﬂ of this principle is assured by fixing the maximum percentage

of outward processing work which the applicant may carry out in proportlon

to his own wroduction within the Communlty

- The principle that b@mf“ﬁﬂcﬁuktk for e portqtlon with a view to transformation
ought to e of Commqnx%y CUETLN,

+
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:III egglgln marklng

'»As a conclu51on to the precedlng reflectlons the Comm1551on does not. -
‘consider that maklng orlgln marklng obligatory in the present state of
" affairs at. the level of the Community .will give rise to sufficiently .
-noteworthy 1mprovements in the.situation having. regard to the objectlves
described earlier.. In the prevention of fraud area, the effectlveness s
‘of origin- marking as an additional means of prevention’ does not appear -
to be sufficient to clearly Justlfy the further constraints whlch will
_ result from it ~“whereas the concrete proposals presented. by the Comm1351on '
- are the- replles most liable to terminate the phenomenon in the end.
Furthermore the elimination’of distortions in the context of economic _
outward processing traffic should provide for the control. of .one -of the.”

ba31c causes of the problem as a result of the transparency of thls trade.»..:

- Protectlon of and 1nformatlon for the ‘coristimer- remaln of course an ..

objective of prlme importance. However in ‘this respect ‘the Commlss1on Ll
,has difficulty in- believing that the consumers have a general .interest"

in origin markings of textile products. . This interest exists only far
certain products which vaty according to consumer habits: and public
taste which dlffer from one social_and geographlcal contekxt to the
_other.. Consumer interest c¢annot.therefore be regarded as: constltutlng
i>a suff1c1ent basis for.an obllgatory regulatlon 1n thlS regard

- After all the orlgln does not. appear to- be the only ‘criterion by whlch "
‘consumers judge the quality.of the product on offer. - Information such
.. as the origin of the raw material, the use of a Community. de31gn or " .|
: nodel the finishing of a product under a- contract for balanced 1ndustr1al
 .cooperation (TPP) may -also.be of interest to the consumer, - which would. ‘,"
make . information relatlng only to_the origin, 1ncomplete.~ This is:a @ 7"
ffurther reason for leav1ng orlgln marklng ‘up to operators concerned. M

- However, 1t cannot be 'denied that consumer 1nterest dlctates that they
'.,should be protected against’ p0551ble fraudulent ‘manipulation of- or1g1n
marklngs. It is thereforé necessary. that the effective control of an-

. origin marklng can.at present be left up to the operators concerned. e
- This control canhot-be carried out at.the frontiers but should contlnue

. to.take the .form as in. the past of an’ 1nternal economlc check at the
dlstrlbutlon. : . S -;

*, 'In the same. context 1t is equally necessary to determlne prec1se and

 harmonized rules for the ‘entire Community every time that a Communlty or *“'”3”

-~ third country enterprlse feels the hecessity to- take ithe precaution of
-‘1nd1cat1ng origin on its- products and évery time he. is.obliged to, if .
- . the trade mark is liable to cause some confu51on as to orlgln of the L
product._ o - S : : : o
: -The uniform rules and crlter;a whlch should be used to determlne the
- origin of a ‘product - ‘destined to be marked, : should not differ. from’ those

< existing for customs control of orlgln in order to av01d any rlsk of njjc el

hconfus1on.'




Conclusion .
. The present comm\mication does not at this stage contain the legal acts
-whlch will be proposed by the Commission to the Council for adoption so ) .
to implement the intentions expressed in this document. Nevertheless -
the Commission can already indicate that it will shortly present proposals '
for texts in this regard. These essentially concern :

- a-proposal for a Council Regulation completing and modlfymg Regulauon
~ (EEC) No 616/78 regarding proof of origin for imports of textile products.
- The aim of these texts will be for the setting up of a formal procedure
-for excharges of information on fraud between Member ‘States and between
them and the Commission, as well as for the creation of a. Conununlty '
research and mvestigatlon group; , , S

o - a proposal for a COunc:Ll Regulation extend.mg the prov.Lsmn of the .
o "Regulation already proposed ‘concerning textile outward processing
. ' ,operatlors carried out in Mediterranean countries, to all outward
-l S proces*ung operations carried out in all third countnes- '
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.. .+ = aproposal for a dzrec,tlve flx:mg uniform cnterla applicable to origin
, markmg when pa:z.vate operators decide to avail of th:.s pOSSJ.blllty
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