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EXPLANATORY MIZMORANDLM

I. INTRODUCTION

These proposals which the Commission is :=endinz to the Councili‘
concern the regulations required to grant generalized tariff preferen-—
ces during the year 1979 both on processed agri~iliural products and
on indusﬁrial'semi~manufacfures and manufactures uriginaiing in

developing countries.

The ohjective of theiprOposed regulations is a renewed implemen~—
tation of the offer by the Rurcpean Economic Commuity to grant tariff
»  preferences, They, 'théreforeF set out the detailed ruies needed 4o
apply thgse prefersnces in favour of developing countriss hoth on a
selected list of processed agricultural products failing under Chapters
1 - 24 of the Common Customs Tarifﬂ and on all finished and soni- |
finished‘industrial‘produc%s coversd by Chapters 25 -« 99 of the CTD.
Iron and steel products coming within the scope of the ECSC Treaty are
dealt with in separate draft decisions Opening tariff preferencesg on
the basis of the same rules as those used for the other indusirial
products subject, however, to the particular administrative regine

.which governs ECSC products,
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yvesults of the Multilateral Trade Har-'iaéicnsw

Subsequently, 40th the Furopsan Council held 2t Premen (6= Suly)
end the Western Ecounomic Summit ot Bonm (1617 July) reaffirmed their
determination o strengthsn the open worlkd trading system and vecognized
4the requirement of developing scuntries for hetter access for their

- .

producks in the markets of indugtrialized counitries.

The proposals waich the Comwission is now putting forward “epreqent
a balance potween recognition of the needs of developing countries for

I

to the markets of tna industrialized

]

pcditional improvemenis in thair acces
countries with its responsibility o be faipr to dhe Commundty's own

industries. They also take account of cartain concerns expressed oy the
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untrsgs w the Community has'signeﬁ preferential cooperation

sgreeimnents. Further one may recall in this context,that the Council hasacceg
+ 4¢ pecessary 1o make choices ang € establis!

v

the Commission’s view rhat where

e ) S =T Ty o % H A \'1 .
priorities, the unending struggis o nany of the poorest or Leastd Eﬂvemope&

o EY - v v . .
Sountrias femands s concentration of our efforis, and that & special

¥

packagre should be inserted in the 1879 3P

Ehig 1570 gchenes  of measures dealgned
ppecifically to beneflt the »LMUNP e initliatives in favour of tbhis
‘ g in : 1ig
. o . . oD v
group of the BC's 1977 and 1878 GSP schemes widl.

Bhveg  be ﬁexrl@d.ﬁigﬂificanglj Surkhar,

mhs oblizr main chengs whishk the Comuizsion has envisaged for 1979

aas already been sopeahadowed i vecent wonths = 1o rocast fthe sysienm

L -3 : o o e N .
for preferential imporis for fextiles; copssquent upon | the renegoiistion

the conclnaion of bilateral sgreemente

Sith a1 e gl Inlsk oars o WEL I Pl . N KRN o he
s +h most of the BO%s sappiieres of fexiiles wivh Ths object to bringing
. Tt
o . e .
+he panagensnt of *hs 5P and thase

m P . v ERE ] b . iy
The value of ths preferential $rade opportunities eoffered under the

Wt(ﬂ
COmmloSlQ s propesale will rise fc around 6600 million BUA for indusizial

(R A
products and 1300 million BUA for agriculfural producis, a combined total
of 7900 miilion EUAe. '
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The following table shows the progressive increase in the value

of the EC's offer and also how these import possibilities have been used.

Utilisation

Value of offer (million units) | Ratio
1974 3.250 MUA Lo 65
1975 3.680 MUA 50 %
1976 5.250 MUA o : 67 %
1977 6.720 MUA (revised figure) = . 63.1 %
1978 6.800 mMuA (revised figure) . ’

1979 © 7.900 MEUA

The Commission also believes that the effects of applying the
'Buropean Unit of Account to the GSP which should be carried out
in the 1979 scheme , can be regulated in a manner which satisfies the
tp?&r AT £ ad-
the varying oconcerns of different Member S } i technique of a

justing the reserve shares in quotas for senSLtlve industrial produots.
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AGRIGCULTURAL PRODUCTS IN CHAPTERS 1 - 24 OF THE €CT

The Commission recalls in this contewt the considerable contri-
bution which the Ceowrwnity has already made to thie MTN 'y bringing inte
effect a gensrous offer on Tropical Pfoduats to honour its wndertakings
under the Tokyo Declaration. It considers therefore that there is
relatively liittle room for major improvemenis in the GSP for agricultural

products,

Nevertheless the Commission believes that the following improvements
which is proposing represent together an effort somewhat above the norm which

might otherwise have been expected :

(a) the inclusion of 13 new products in the GSP bfinging the total list up
to 320 : the products involve Morello cherries = both fresh and in various
processed forms, concentrated grape-fruit juices and Hilsa Tish preserved
in brine both whole + filleted (see Annex 1 ).

(b) reductions in the level of preferential duiies on 14 pro&uéts, in -
partisular a large nunber of different crustaceans, as well as sguid and
octopus on soluble coffee, cocoa butter, on honey and cigars, whose total
trade value is estimated at some 155 million EUA and to ensure more complete

utilisation of the quota, increases in the reserve share for pineapples in'b
. cu
»

¢c) To exempt the 28 Least Developed Countries altogether from any duties
on agricultural items covered by the Gsp in Chapters 1 ~ 24 of the CCT,
apart from the six products subject to guantitative Limitations by separate

regulations,

Lastly, the Commission gives notice that it re§erves the right to
come back Later with amended proposals in regard to the reserve share in the
quotas for Virginia type tobacco and canned pineapples in slices in the light
of more up-to—-date information on the utilisation of the quotsds for these two
items in the current year's GSP Scheme. .

-

1) As defined by United Nations Resolution 3487 (XXX) of 12 December 1975.

7
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- 5 -
- INDUSTRIAL SEMI-MANUFACTURES AND MANUFACTURES

IN CHAPTERS 25 TO 49 AND 64 TO 99 OF THE CCT

The Comm1ss1on 1s not -on th1s occas1on proposing the introduction of
any radical change in the GSP Scheme for jndustrial products except for an
important 1nnovat1on in the management ‘of the Scheme as regards the Least

peveloped Countries.

Overall it is proposed to 1eave the structure of the 5SP very much that
ruling in 1978 A4s usual, in accordance with the or&gmnal undertaking given
in UNCTAD, all the ceilings have been recalculated to bringing into account
a more recent reference year - 1976 ~ in the calculation ‘of the supplementary
amount in the agreed two-part formula. Regretably, however, because of the

precarious economic sztuathn in several 1mportant industrial sectors,
notably steel and footwear, it has had to be accepted that no increase can
be risked in 1979, while for a number of other products 4he full effect of
the recalculation cannot be appliede Similarly the increase of the quota for
plywood has been limited.to 5 % in order to safeguard the interests of the
ACP countries instead of 13,3 % were the formuLa to be applied in full.

However there will be a normal increéase of 15 % in the ce1L1ngs for non-sensitive
products. o e L

-

The Commission is also proposing a progressive measurerof libera~
L1sat1on as part of its special package in favour of the Least Developed
. Countries - to suspend the re-application of the max1mum country amounts on
both the sens1t1ve and the special maximum country amounts Lists, thus car-
rying a stage further the reLaxat1ons in regard to semi-sensitive and

, non—sens1t1ve products 1ntroduced in 1977 and 1978.

The Commission also restates its convinction that a more Liberal

system of management must be introduced in the List of products sub;ect

. to special maximum country amounts where the removal of the 50% L1m1tat1on

on imports into any one Member State can no longer be put off.

e e gt R T ST 15 b et S s 5 = ey s e . ; s i
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GENERALIZED TARIFF PREFERENCES SCHEME FOR TEXTILES, 1979

Because of the new situstion in the Community 4extiles sector, it "‘lS*i‘pe‘C-ESSBP)’ to

adapt ‘the GSP.as regard§ textites for 1979.

"I. " Present ‘situation

e ‘There has been scarcely any i‘undamen‘tal change ix the ’GSP Bag: regards
textiles since its dinception in 19"’1, apart from the iniroduction in 19'{7

of more restrictive arrangements For the highly c*ompetltwe benef1c1ary coummes.

2. The 1978 scheme for textiles {(excluding jute and coir) covers a duty-free
volume of 84 000 tommes {calculated on the basis of the reference year 1968).

This figure needs %o be assessed in the light of other figures for the same year:

{a) 1 500 000 tonnes (imports from outside the EEC:  all processed textile
products covered ty Chapters 50 to 63 of the CCT, exclouding jwhe rand ceir
products); '

{b) 1 300 000 tonnes {(imporis from countries with low productién costs:  all
~processed textile products excluding Jjute and colr products);

{¢) 1 100 000 tonnes (imports from countries with low production costs: MFA
-products); ' \

(d) of which 900 ‘000 tonnes (imporis from countries with low production costs,
subject to woluntary restraint of guantifiies under ‘bilateral agreemenis or
- arrangements ). . ' ‘

3. Up to the end of IITT (1978 being considered %c be a 'rﬁransitic«nal year so far
as the scheme for textiles is concerned ) ,zh‘hera':was scarcely any po;tential’*rfor
improwvement ..in-jhhe volune cowvered by the prefereniial-arrangements under the

GSP (6% of imports from -countries with low production costs) since the:machinery
for controlling quantities was: not -equal to the task of- -ensuring ‘the orderly

growth of textile importis, in: -particular.as regards the catagom:es; of senmtwe
products (770 000 tonnes:in 1978).




PR

Since 1 January 1978, impertsiof.MFA pfoducts for an amount - of I‘million o
tonnes have for practical purposes been" covered elther Yy blla;eral agreements
or arrangements or Qy unllateral arrangements. Of this quantlty, approximately
900 000 tonnes covering all the sen31t1ve products ‘are now sub;ect to yoluntary
‘ quant1tat1ve restra1nt. Th1s means thattthe mach1nery for controLL1ng quant1t1es
already in existence is now. equal to the task’ of preventing’ market disruptions and
‘{ that the tarzfﬁ factor has therefore lost some 6f 1ts former 1mportance.

3
-

-

4: The chlef beneflclarles under the GSP as. regards textiles have so far been
the competltlve countrles, whereas the less—developed countries were handlcapped
by the uncertalnty involved in the machlneny for the reintroduction Of“customs
dutzes. These countrlee Want a. syetem whlch prov1des them w1th greater

" security of ut111zation.

'5. Th@ GSP- cla831flcat10n of products has hardly changed since 1971 apart

R |

from certain regroupings carried out in 1977. This olaSS1f10atlon
'13 very far removed from the, new system of categories which provides the

\baeis for the bllateral egreements and 18 used for fhe control and survelllance

k syetem. o - e R .

‘ ';ﬁetent1on of the GSP claselflcatlon, whlch has been in force since. 1971 would
- ,have entalled" - n"‘ S . 8 S
e o ) . . _ . o
(i) operating {wo different control and surveillance systems; -
(ii) creating an art1f101a1 dlstlnction betWeen tarlff sens1t1v1ty and
quantitatlve sen81t1vity, - o * 'f ‘ _‘ .' -
(iii) making_the use.ef the GSP still more cogplek as regards textiles.,

L
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II., A new scheme in 11ne with eommeroial and’ industrial poliov in the
textlles séctor

-

The main features of‘ihé new/textiles scheme proposed by the Commission are
‘desoribed briefly below. s ;

1. Produéts'coverea | -
‘ - . . . v o ) . N . ) X b ’ '
-As in the past, all processed products of Chapters 50 to 63 of the CCT are

ooveged by “the new scheme. Jute and coir products are covered by a separate

‘ regulation.

2. Classification of products

A new system of categories based on the Nimexe has been deyeloped for the

purpose of': . o T R ’ NP

‘(a) 1dent1fy1ng the sensitivity of products in relation to ex1st1ng and

developlng 1ndustr1a1 structures (rate of penetratmon, for example),

,(b) coordinating commercial policy wiﬁh:industrial policy.f-'

-
N

This new system of oategorles has been accepted by non-member countrles. The

ST SE RN

; bllateral agreements or arrangements and the unllateral arrangements (even for

~ the state—tradlng countries to some extent) are based strictly on thls systems

The categorles are now used as a ba51s for *he conirol and survelllance system,
- which covers all textlle 1mports from all sources. The categorles arse also the
'plvpt of industrial policy.

This system of categories has been adOpted'fof the new textiles scheme.

3, Tariff arrangements
Low production costs in developlng countrles constltuteoa handlcap for Communlty

industrles, partlcularly where the machlnerv for controlllng the volume of .
jmports is not very effective. ' l

- .

The various bilateral agreements have,soived,this problem and have permitied an .

appreciable récoVeny of import prices since the-beginning of the year.

“The preferential advantage is belng maintained, therefore, on the b331s of duty~fr<'
admission. The volumo offered has been doubled to ‘around 162 OOO tonnes.nu'
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~modifications (see (c) below). The volume,lnvolveu is 3

4+ The beneficiaries

Fof'produots covered by the MFA the hew‘sche%e for textiles‘is.reserved:

for the member oountrxes of the Group of T7 and depehoenx territories ﬁhmch

have concluded bllateral agreemenis or arrangements with the Communlty or
whxch could underta“e commltments slmllar to those exlstlng under the MFA in
its renewed form.-  Ior carpets the GSP ulll be- open to all_benef;c1ar1es vhich
at present export ihis produot.‘ For producte not coVered‘by'{he MFA the new

GSP will remain open to all countries and terrltorles Whlch ‘are normally

. beneficiaries in the 1ndustr1al seotors.

He Distribution‘01 the volume covered by the GSP amonv the beneflclary B
countries and 158 allooatwon amonb the bMember States

(a) For~products covered.b" the MIPA

Each beneflclary is given, for each caterory of product and in complete
securltJ, an individual quota share correspondlng either to a peroentage of -
the 1mports originating from that beneelclary into the Communlty in 1977 or "
{0 a percentage of +the’ threshold beyond which the Communluy is entitled to

~‘request voluntanj restraint, of quantltles in accordanoe with the bllateral

agreements. -

The volume offered to South Korea, Romania-andeHong Kong corresponds

to a oropoftion'of that specified for the other beneficiaries, in view of the

‘special compeiltlve oosxtlon of . these three beneficiaries and bhelr dominant

091t10n on the Communlty markets.

The volume to be Opened\under‘GSP for 1979 has been calculated a8

above and corresponds'to about_léQ.QéO toris broken down as follows:

-~

Group I~ 72.707 t
I

= 23,98% of,imports from beneficiary countries in
. ‘ ' 1
“Group II - 24.387 %} = 23’81% n.ooon " ) AL , oon 91T
Group III =~  25.108 t = 33,08% " v =« o mooo
Group IV 94412 t =-32,96% " v . v owo oo "
Group V.~ 8.284 t = 85,156% " m . mTow oo oo
TOTALl K . 139Q898‘t = 26,91% of 1mports from bebef1c1ary countries in
. o : 1977
\b) Products not covered ov'the MEA -

For theee nroduots therse w1ll be no 1nd1v1dual quotia share for eaoh

partlcalar counury, ana the prespnb SJstem will be malnﬁalnedr sub ject to ceriain




_10‘_

Group VI » : - : ‘
. 3 = FH“ t
Group VII % 21.895 % 557 of imports from oeneflclary coun rleiqé?

(¢) Allocation of MEA products among the lember States

The quantities foeréd are subject t0 Communiﬁy\tariff ceilings
either allocated among the liember States or‘not allocated among the Member
Sﬁates, As far as the “allecatea ceilings" are concerned, Menber States wxll‘

. have the right to exceed thelr share as long as the overall Cmmmunliy cellzng-\

18 not reached. This latter, however, will be of an dbllgatory nature.

The quantltles offered are expressed in terms of plvces, pairs or

. in tons.

C s

~ (d)' The Least Developed Countries
The Least Developed‘Countriesiﬁill’benefit from a more favourgble'
administrations . . . Y B R ‘ ‘
‘ for MFA proaucts. non—appllcatlon of the llmltatlon on 1nd1v1dual shares for
' celllngs not allocated ' ‘
. e
for non MfA products. non-appllcatlon of the’ maxlmum couniry ‘amount on products
subject to nonfallocated celllngs. '
In 1ts new textlles schsme, uhe Commxss;on has made carefully aﬁaustea

1mprovements on the basis of ‘a number of oogectlves.

- 81mp11flcatlon; A . o . R \ ‘ -

- securlty for all users and above all for the less competltlve

benexlcxarles~ ' :

- differentiation among beneflclarles on an dbgectlve ba31s.

The security factor,. combined with aﬁ~im§roved but realiétically
limited volume, has virtually ellmlnated pressure on- 1mport prlces while
providing the bene:zclarles with a real increase in export earnlngs through the

7 reductlon of customs uutles. ‘,"‘ : '

These 1mprovements made in a unllateral contexi conbtltute the
 ‘1mplementat1on of unuertaklngs given by the Communlty s negotLator to a number
ef non-member countries last year for the purpose of fa0111»at1n° the

* gonclusion of the bilateral neGOu;atlons on textiles.,
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| IIT. RULES OF ORIGIN - R o

The rules of origin currently Operatlng will Dbe malntalned in 1979
apart from certaan technlcal adaustments necéss;»ateu by the inclusion’
- of some agricultural products and the introductlon of the Buropean Unit

of Account.r

- -IV. . ADDITIONAL MEASURES

PR .

The’ Community has now accumuLated cons1derabLe’ekperience in running
/1ts GSP. From this one Lesson has clearly emerged, nameLy that there is
still scope for a further 1mprovement - both quant1tat1ve and qualitative -

* in the utilisation of the GSP , part1cuLarLy in regard to non-sensitive
products where there is cons1derable scope for developing countries_to

]

concentrate their efforts. .« -

W1th this in view the Comm1ss1on w1LL, as in prev1ous years, be
*organ1s1ng a programme of seminars in beneficiary countries. Emphasis
~in these sem1nars 1s, however; being Tncreasvngty placed not so much on

\,generat expositions of the GSP but on practwcat d1scusswons with business .
1nterests and select1ve br1ef1ngs of: part1cular econom1c sectors in the

benef1¢1ary countries concerned.

The CemmisSion neverthe(ess also remaihS'convihced that to achieve
a significant and susta1ned improvement in ‘the utilisation of the GSP, upgent
add1t1onaL tasks must be embarked upon 1in -order to meet the innumerable
requests for information and advice about the GSP from both exporters and

importers. o T SR e -

- The Ccmmiséion,bdpes that in the coming year agreemen® can

be reached on the appropriate means %o achieve this.
Lastly the Commission again urges Member States to continue o

coliaborate closely with zach other and with+its services in practising

.a very flexible administrationlof~the_uSP‘ In tﬂl% the most frui.fux

approach will normally ‘be a policy which judges each case on its msrits
~and avoids—r%gid and‘stereotyped reactioqsaj

&,
"0
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