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introduction

The Council Regulation and the Council Directive(1) authorising the
Commission to apply Interim measures in advance of the completion of the
legislative process regarding the proposed transitional measures require the
Commisslion to present to Parliament and Council a report detailing measures
under taken

- to verlfy and enforce the application of Community law,

- to assure the full receipt of the Community's own resources and the

proper management of Community expenditure.

The present communication examines measures forseen to supervise and

control

- goods produced in the former GDR,

- goods Imported 1o the former GDR from certaln third countries without
payment of duty

- agricultural products originating in or imported into the former GDR.

- full receipt of the Community’'s own resources and the proper management

of Communlty expendliture,

(1) Council Regulation (EEC) n° 2684/90 of 17.9.90 (0J L 263)
Council Directive of 17.85.90 (0J L266)
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GOODS_PRODUCED IN THE FORMER GDR AND NOT CONFORMING TO EC TECHNICAL
BEGULAT IOND

Ihe nature of the problem

The transltional measures permit manufacture of certain goods below
standards set by EC technical regulations. The use of such goods is

restricted to ex-GDR territory and production is limited in time to end
1992 (1995 In the case of pharmaceuticals). There Is concern about such
goods being delivered from the former GDR to other parts of the Federal

Republic of Germany or other Member States.

The probliem of control of such products allowed on the former GDR market
under derogation from community rules cannot be analysed outside the
context of the area of validity of the derogations themselves (for

Iimported goods see section 1l). For East-German production the area of
validity of the derogat lons is limited by industrial sector
(pharmaceuticals, cosmetics, tobacco, textiles, crystal glass, 70 cl
bottles, moblile telephones and certains foodstuffs, chemicals and
bullding machines). The derogatlons only cover "total" directives which

make it {llegal to market goods which do not conform.

products

Member States are obliged to withdraw non-conform goods from the market

and all currently valid control measures

remain fully applicable. Member States customarily resort to controls

according to the nature of the goods and marketing methods. Thls is also

the case subsequent to German unificatlon where traditional methods of

controt are forseen. Technlcal controls take place

- at the place of productlon (foodstuffs and some pharmaceuticais),

- at the place of authorisation (for some pharmaceutical products, or
telephones for example),

- in the marketplace (identification by labelling).



In the area of dangerous products the Commission’s committee of senior
officlals appointed to supervise the rules and regulations involved In
the rapid information_system(1) for dangerous substances comes Into
play. This system allows a Member State to notlfy the Commission of
dangerous products including those not conforming to Community standards,

thus permitting onward notification of other Member States.

controls applicable in Germany

In the German case, the controls applicable throughout the Community are

effected as follows

a. The law on the safety of equipment provides for control measures to
monitor compliance with harmonized technical safety requirements.
Controls are carried out by the Trade Supervisory Office which Is the

subordinate authority at Land level.

In addition, monitoring within companies |s undertaken by technical
Inspectors belonging to accldent insurance Iinstitutions under the

State insurance law.

b. Under the regulation on dangerous substances their use Is also

subject to control by the Trade Supervisory Offlices of the Liander.

c. Trade in foodstuffs is controlled in accordance with the Federal Law
on Foodstuffs. There Is a complete system of controls at
manufacturer and trade level. These are carried out by the
Foodstuffs Supervisory Offices In the Lander. This ensures that
foodstuffs manufactured and marketed comply with legal requirements

and, by extenslion, with EC requlrements.

d. Trade In cosmetic products In Germany Is subject to the same control

rules as apply to foodstutfs.

e. Control!s on meat and meat products are carried out by the responsible

Veterinary Control Depariments in the Lander. Wnhere these products
are placed on the market as foodstuffs they are subject in addition

{o _foodstutts controls (cf cj.

)

(Counclt Decision B9/45/FEC as modifled by Decislion 90/352/EEC)



f. Compllance with rules relating to the marking of textiles and crystal
glass Is undertaken by the subslidlary administrative authorlitlies In

the Linder (as a rule Trade Supervisory Offlces or administrative

offlices).

In addition to these generally applicable control methods,
the Commission’'s proposal Includes a general Community control provision

and a requirement for specific measures to be taken by Germany.

General control Is to be effected on the basls of yearly reports to be
provided by Germany on the use made of the derogations and on the

applicable control measures.

The Commission is prepared to strengthen this arrangement by the addition
of a clause allowing member States to give notice to the Commlssion in

case of difficulties.

In addition, Germany is to take specific measures to prevent and sanction
exports of non-conform products from the former GDR terrltory to Member
States of the Community. The German dgovernment has Introduced a
regutation requiring non-conform products to stay In the former territory
of the GDR. |In case of infringement a fine of up to 10.000 DM s

payable. This is accompanied by seizure of the goods.

. GOODS |MPORTED TO THE FORMER GDR FROM CERTAIN THIRD COUNTRIES WITHOUT

PAYMENT OF DUTY

Daefinition of imported goods concerned

In respect of the principle of Vertrauensschutz, certaln goods can be
imported tariff-free from CMEA countries in Eastern Europe and
Yugoslavia. A list of treatles covering such goods is found in the
annexes to the transitional tariff measures (the International agreements

of the former GDR). (COM (90)400 p. 19)



Goods capable of entry to Community markets .duty free. under the
Generalised System of Preferences (PHARE countries to which Roumania is
to be added in due course) do not need to be put under end-use control

since they are In free clrculation throughout the Community.

A detalled list of the goods concerned will be published by the German
authorities In "Das Aussenwirtschaftsblatt”. The maximum quantitlies and

values in these agreements are Indlicative and do not constitute leqal
obllgations, unless confirmed by commercial ¢ontracts.

On origln, article 2 of the proposed Councli regulation states that
“"To determine the origin of the goods referred to In Article 1, Counci!
Regulation (EEC) N° 802/68 of 27 June 1968 on the common definitlon of

the concept of the origin of goods, shall be applicable".

Measures to control maximum quantities

With respect to all imported goods (conforming and non-conforming) there
Is the question of how to supervise the maximum quantities and the fact
that they are consumed or processed in the former DDR. Here, in the
event of non-respect of the maxImums, there Is the posslbility elther

- to reimpose duties

- to take safeguard measures.

To ensure that the benefit of duty preference is restricted to products
covered by the treaties and to the quantities forseen therein, the
Federal Government has authorised a Central Office to Iissue |lcences.
These licences are a condition for the duty free Import of European CMEA
goods onto the territory of the former GDR. The Central Offlce Is a
sub-office of the Federal Economic Institute in . Eschborn, with

headquarters in Berlin.

Tne Central Office Is in possession of all relevant agreements with CMEA
countries concerning exemption from duty and can guarantee an efficient,
comprehensive and traceable issue of licences. Licences wll!l only be

igsued in accordance with the 1limits on amounts and values lald down in

the agreements.



The Central Office will keep exact records concerning the licences issued
and individual ilcences will be subject to the proviso that the goods may

only be used on the territory of the former GDR.

Yerritory of the former GOR

As far as limports from European CMEA and Yugoslavia free of duty are

concerned, the control system known as end-use rellef is appllicable.

This Is a relief of import duty on certain goods subject to thelr being

used for a particular purpose (e.g. incorporation into an aircraft or

ship).

The end-use relief scheme normally relates to specific types of goods and
end-use is considered to be completed when the goods are processed in a
particular way. In the German case end-use Is either final consumption

or processing conferring Community origin.

islation in this area Is found in a series of specific Commission
regulations relating to speclific goods (e.g. petroleum products, ships,
certain tobacco items, etc.) which determine the conditlons under which
goods may recelve end-use rellief. In the absence of speciflc provisions

the general end-use requlation (Commission Regulation (EEC) N° 4142/87)

app|fes to imports of all! goods under the end-use relief scheme. Both
the general and specific end-use regulations are published In OJ N° 387
of 31.12.1987. Regulation 4142/87 will be applied according to footnote
(a) to Article 1(2) of the proposed legislation for transitional tariff

measures.

The gystem of controt under end-use rellef (See Article 3 of Regulation

(EEC) N° 4142/87), Is based on the requirement for authorigation from the
competent authorities In the Member State (normally the Customs
authorities) prior to Importation. |In essence (whether for conform or
non-conform goods), to obtain such authorisation the Importer must
undertake to comply with the conditions laid down in para 6 of Article 3,

f.e.



a) put the goods to the prescribed end-uge ;

b) t moun n t If the goods are not put

to the prescribed end-use ;

c) Kkeep records so as to enable the competent authoritlies to carry out
- any checks which they conslder necessary to-ensure that the goods are
put to the prescribed end-use, and to preserve such records for such

period as is required under the relevant provisions in force ;

d) permit _jnspection of the records provided for in subparagraph (c);

e) submit to any other measure of control which the competent
authorities may deem appropriate to check the actual use of the goods
and provide any informatjion required for that purpose.

The trader is, therefore, obllged to put such Iimported goods to their
end-use and the competent authorities perform the necessary c¢hecks (both
of the goods themselves and the accounts) to ensure that the goods are

actually put to the prescribed use.

Mcasures are forseen for the case of infringements (See article 4 of

Regulation (EEC) N° 4142/87). In addition to the normal customs
penaltlies, non-compllance with the end-use requirements can be sanctioned
by the revoking of the authorisation granted to the importer. In
practice, this means that the Iimporter cannot continue to import goods
under the end-use relief scheme. Further, the proposed regutation (Vol.
i, p. 16) makes provision (art. 3) for Member States to request that the
Commisslon reimpose the normal duty rates In cases of substantial Injury

to Community producers.

In addltion to control on the "user" in the former GDR, there is the
possibllity (untit end 1992) of controls both in the FRG at delivery to
other Member States and In the Member States on transit and at fipal
mnor ion. If necessary a Member State doubting the correctness of the



origin of certain goods exported from a re-~unified Germany could request
the German customs administration to check whether the goods were

correctly entered or were In fact "end-use" goods falsely declared.

In order to determine the proper end-use of the goods subject to this
system the Customs Authority, Iin accordance with Article 3 of
Commisslon Regulatlon (EEC) No 4142/87 on the keeping of special records,
wlll subject companies operating on former GDR territory and which Import
goods from CMEA countries free of duty, to Increased checks. If the
companies are unable to provide proof of the proper end-use of the goods
subject to favourable treatment then the corresponding customs duties
will be levied. In case of infringement a fine of up to 10.000 DM is

payable. This is accompanied by seizure of the goods.

Measures to ensure the respect of EC technlical regulations

For imported products, the area of validity of the derogation from EC
technical regulations Is conditional on two requirements according to
art. 1.3 of the proposed Council directive concerning the internal market

(Vol. I!, p. 31 et seq)

a. a specific decision by the German government ,
b. the justification of the derogation under Art. 1, §3 of the proposed

directive.

Once imported, goods are treated in the same way as goods produced in the

former GDR (see section | above).

There 1Is also the question of Imported goods destined for procgessing,
whereafter (theoretically) they may be conform or not conform to the
regulations. |If they are conform, there Is, of course, no problem. |If
they are not ¢onform, the measures described in section | are applicable.



End Use System for imported products

The Epd Use System Is also applicable for agricultural products imported
from third countries under preferential schemes. The Federal Republic of
Germany has prepared a national regutlation in close orientation to
Regutlation 4142/87 (end-use) providing for the applicablliity of the end-

use system for all such products.

Yeterinary, phytosanitary and quality standards

Veterinary Sector.

Only minor modlifications have been accepted In this area. One
derogation from Community standards is of speciflc Iinterest as far as
control questions are concerned. On a late request from Germany a
provisional measure was foreseen permitting East-German slaughterhouses
not to meet the requirements for a llcence according to Community

standards as lald down in Council Directive 71/118/EEC.

However, no contro! problem exists, since each product has to bear a
speciflc mark referring to the East German slaughterhouse. The mark is
different from the mark attributed by licenced slaughterhouses. The
national supervision authorities can therefore easily identify chicken
slaughtered in  East German slaughterhouses not complying with EC-
standards, shouid an attempt be made to market them outside former GDR

territory.

Animal feedingstuffs

Germany will be authorised to maintain former GDR regulations permitting
the use of a |IImited number of additives in animal feedingstuffs
(Directive 70/524/EEC) as well as the use of protein products obtained

from ycasts of the Candida Genus cultured on n-alkann
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(directive 82/471/EEC). It may also admit derogations from the
labelling provisions for the above mentioned additives and yeasts of
Candida Genus as well as for compound and straight feedingstuffs
(directives 70/524/EEC, 77/101/EEC, 79/373/EEC, 82/471/EEC).

in any case, Germany must ensure the limitation of the marketing of the
products concerned to former GDR territory. Effective control can
generally be ensured by the natlonal supervision authorities. The
producer, the additives and In many cases the Ingredients have to be
Indicated on the labelling. Derogation and origin can therefore easily

be identified.

A problem exists for the yeasts of the Candida Genus used in the
production of compound feedingstuffs. Germany has to take specific
action as far as the labelling of compound feedingstuffs on yeasts from

Candida Genus is concerned.

Plant propagating material

Germany will be authorised to allow a number of derogations from the
marketing conditions lald down Iin the Community directives both for
imports from third countries and for production on former GDR territory.
In these cases Germany must ensure that such material may not be

introduced Into other parts of the Community.

There is no control problem, however, since products not complying with
Community standards cannot be "EEC"-certified. They consequently cannot
bear a reoference to "EEC rules and standards" and must be labelled
differently. Such products would be easily identifiable if an attempt

were made to market them outside the ex-GDR territory.
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Plant health legislation

Two derogations are foreseen:

- on a German request a derogation may be accepted by the Commission
and after consultation of the Member States in order to fulfil

' possible contractual obligations of the former GDR concerning the
Imports of products which .do not meet the requirements of Councll
Directive 77/93/EEC (harmful organisms).

- Furthermore Germany will be authorised to allow derogations from
Council Dlrective 88/362/EEC (pesticldes).

In both cases Germany has to ensure that the products ‘concerned remain on

former GDR territory.

The correct application of derogation from Council Directive 77/93/EEC
can be assured, since a plant health certificate Is needed for Intra-
Community trade in plants Indicating the orlgin of the product. It may
not be lIssued for plants which do not meet Community standards.
Furthermore, Article 14 of Councli! Directive 77/93/EEC (safeguard clause)
permits the estab!ishment of more specific control mechanisms in order to
protect the Common Market in an appropriate way.

The situation Is different in respect of Counci! Dlirective 88/362/EEC.
Here, control has to be effected by national authorities, who regularly
take samples of products before their transformation. In order to
ensure the obllgation to restrict trade in products from the former GDR
territory not complylng with Community standards to that reglion, Germany

must effect iIntensive controils on trade flows.
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The Community’s own resources legislation |is fully applicable from
October 3rd. This impties that Inspection vislts as established in
Council Regulations 1552/89 (articles 17, 18 and 19) and 1553/89
(articles 10, 11, 12 and 13) wll| be carried out by the Commission.

1f the Iimported goods subject to the preferential regime do not comply
with the conditlons established by the Commission’s decision, the

relevant custom duties are due.

The control! system set up by the German authorities as described above
will guarantee the follow up of goods imported under the transitional
derogations regime. The Commission can be associated in these controls

and can carry out autonomous controls.

The Commission paid an information visit to the authorities of the former
GDR on September 17, 18 and 19. The Ministry of Finance, the General
Directorate for Customs and Excise and the Central Customs Office In

Berlin were visited.

The Commission was able to verlify that measures have been taken to ensure

that

a) Import permits are issued by a Central Office,

b) Centralization allows the management of quotas and the follow-up of
imported goods,

c) import permits are to be recorded on a special registry that witl
enable a thorough follow up of goods within the end-use relief
scheme,

d) German customs have taken the necessary measures to apply Commission
Regulation (EEC) n° 4142/87.

A system of fines has been introduced by the German authoritles.

[¢7]
~

Oon the expenditure side, normal Community controls, Iin particular of

agricultural expenditure, will apply.
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Management of agricultural expendlture

The exlstling control measures for agricultural expenditure as
for all other expendlitures will be applied.

Commisslon Services together with the German authorlties have
started the necessary coordination of control measures in the
ex-DDR. It Is Important to know that the expendl!ture In this
field Is managed by existing German services |ilke the BALM and

Federal Custom Services.

Stocks of agricultural products held by the Iintervention agency
of the former GDR on the day of unification will be taken over

by the Community at the world market price.

Private stocks of "sensitive" agricuitural products, for which
Intervention measures exist and whilch exceed the normal carry-
over stock, must be disposed of by Germany at its ownh expense.
An Inventory of al! stocks will be established without delay
and under the assistance of the Commission shortly after German
uniflicatlon. At a later date a separate declislion will be
necessary for every market organisation as to which stock can
be regarded as normal. When Germany asks for export refunds by
the Communlty the Commission will accept the request only for

exports of "normal" stocks.
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CONCTUSIONS

The Commission considers that existing Community and national controls are
adequate for the monitoring amd implementation of the proposed Community
provisions introducing transitional measures for certain non-member
countries.

It also considers that the stricter controls and penalties planned by the
German authorities should prevent deflection of trade and ensure compliance
with the proposed preferential arrangements.

The Commission for its part will be involved in controls via the usual
administrative cooperation process and may also carry cut independent
checks.

It notes that the control of goods under the Generalized System of
Preferences, which applies to most of the third countries concerned, poses
no special problems.

We should remember that imdustry amd agriculture in the former territory of
the GDR are undergoing profound structural changes.

This means that far fewer sub-standard goods will be produced, particularly
as consumers in the ex-GDR are becoming more demanding in terms of quality.
The same will apply to imports of sub-stardard products from European CMEA
countries.





