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The first of those concerns the allocation of tariff quotas amcang the
Eé&@er States. The Commission apprecictes the special difficulties of eaéh'
Hember State in this connectlone However, it nobes that the Member States
have not all adopted national viewpointis cqnsonant with their collective
liberalism, The Cosmiission hopes that a solution can be found mhiéh will
not endanger the very principle of the customs union and will not be of 2 -
nature such as.to create difficulties between the Comunity and ﬁhe bénéﬁk
ficiary countries (sée on this subject paragr p; T.2(h)).

The second question relates to the beneficiary countries. Ths Me cmber

States and the Commission have so far worked

w
o]
$
¢

1 the aduinistration lcvel,:
on the assumption that, in a first phasc, the beneficlaries would be the:-
member countries of the Group of 777 and the dependent. territories of

2
third countries{d/ It had been agrecd that studies would be continue@ at a
laner date to solve the problea of the countries that are not menbers of the
roup of 77 (Taiwan, Cuba, Isracl) and of the OECD menber counffi that are
candidates for preferential treatment (Spain, Poritugal, Turkey, Grgace) éhd
Halta. 411 the preliminary work {caleulation of ceilings, lists of s« til
and quasi=sensitive products, treatment of bCAtileS and ECSC-Qroducts, fixing
of different buifer levels, etc.) has been carried out on the basis of this
working hyﬁothesis. If the problem of these cowatries should no& have to be

setiled prior to the entry into force of the Community's offer, the Commission

must inform the Council that, from the technical point of view 2lone, the

L/ The list of countries malking up thm Croup of 77 is given in Ammex VIIT.

1

g/ In the case of dependent territories, ths Community's offer does not
cover texvuiles or footwear. :
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most=favored-nation clause, The decision of thie Conbtracting Parties will
probably be taken before the end of the first half of 1971 (uec Chapter

Bo.iv belOW) .

o

Avﬂlnat this background, a terget das

¢ fLor the middle of this year

R}

seems reasonable for implementation of the Community's offer.

e

wls
5%
b

Cn the basis of the above considerations, tﬁa Commicsion suggests to the
Coun01l that July 1, 1971 be set as the terget date for implcmentation of the
.‘Community's offer. This ﬁarget date wole appear to be the best ons both zorl

techn_cal reasens {method of calevlating cellrnrb on ine basis of calendar-
year statistics; administration of tariff quotas; utilization of buffers, éﬁc.)
ahd‘for purpoces of presentation (the middls of t@p year represenvs a balanced
1nterpretatidn cf the concept "as early as possible® while the autumn wovld
represent a less liberal application o? this concepu)

x.

The definitive date for implementation qaou~d be a901dcd by the Coun01l

as soon as possible when discussing the “alﬁ Regwlations which the Commission

" is to submit shortly.



B. TI “L;I RDRAFTING OF THE

PRELTNINARY PROPOSALS BY T3 GOLGiissIar

I. Products covere

Two kinds of preferential treawient will be granted - one applicable
to processed agriculiural products (BTH Chapters 1-2)), the other to

industrial manufactures and semi-manufectures (BEN Chanters 25-99).-

1. Processed arpiculiural products (BTN Chenters 1 = 2h
£l L} 3

(a) List of products covered, and *jr-—i‘c*‘mt‘.c.l margin

The Cormmunity'!s preliminary offer drawn up by the Council on Iﬁrch h, ,
1969 containgd a positive list of processed agricultural pro ducts covcr
K 137 tariff headings or sub-headings and representing impor"cs to the value
of some US317 million. TFor these products; the Community proposed parfial
nrel rential treatment consisting of, in some cach, reduction of the fixzed
elanent of protection, and, in obthers, cubts in ‘bhe rate of customs duty.
This offer was examined end discussed by the & ecial Cor.lntee on
Preferences., In Septeuber 1970, in response to‘requests by the developing
countrleu, the Community ralczed the level oP »roference for five of the
tariff headings _ncludel in its preliminary offer and added 13 new tariff
‘headings or sub—headings to the initial list, réﬁresenting irporvs to ﬁﬁékr
“value of US313 nillion.
The positive liét of processed agricultural products of the Coﬁﬁuniﬁ&'s'
revised offer now consists of 150 tariff headings of sub=-headings represehﬁing
imports to the value of sgme US530 million. These products.are listed in
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be granted duty-frec access. ¢ 1ist in Amnex I shows the rate of dutJ
appiicable to each product imported into BIZC under the vreforence ccheme.

clause

e

(b) Safesvar

iy

al LI

ts offer, the Commanid

by
Hn

In section IIT o included a safeguard clause

gpplicable to processed agriculiural producte, This clanse

}

5 a necessary.
one, because, therc being no liait orn the cua _7 of these products which
nay be imported prefeventially, it is esscﬁtial téy have the meaas of
protecting the Communityls sensitive agricultural sector fron serious
upsete

The safeguard clause applicadic to procecced ar"rmu.!.wra_. pProduche

C‘.!

is modeled on Article XIX of GATT. It would 2llow duties to be partiaddly

or wholely restored if processed agriculturel products covered by the

E=)

. 03

preference offer are mmorited into the Commuity in such quantities or
at such prices as to cause or ifhreaten serious injury to the Cormmunityts

producers of like or directly commetivive producis. However, to avold

guch a clause being applied to preferentisl Liporis Ifrom all beneficiary
countries, the Co_mm_by intends, as 1t anpounced-io UNCIADR, that the

clause may be applied selectively to the country {countries) or territory

(territories) causing the injury to its prcd.v.cerso
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Segarding the condivlons and wmethods for applying the safeguard

.clause, the Cormission would like to have a procédure uhereby it could.

2

issus a regulation restoring custcus dutizs at the

[

equest of a liember

State or on its own initiabive., Where such action

o

s requested by a
Member State, the Com m551on would come to a decision within 10 workin
days of the date of receipt of the request and would inform the Mamber
States of action talten. All Member States would have the right to refer
the Cormission's action to the Council within 10 vworking days of this
co:mﬁum.cation. The Council would mnieet z-:ithout-clelay, and could, by a
qualified majority, alter or cancel tne measures in question.

The Commisslion also makes clear that none of these arrangements will
affect the application of the ss:i‘eguard clauses provided for by the P.me
Treaty, or the safeguard clauses laid down by Article L3 in commaction with
the cormon agricultursl policy, or 'those‘ laid dowm by Article 113 of the

Treaty, in cainection with the coumon trade policy.

2. ZIndustrial producis (BTN Cheoters 25 ~ 99)

In accordance with Resolution 21 (II) of the second UNCTAD Conference,
cormodities in Chapters 25 = 99 are nob covered by the Community's offer,
Nor does the offer cover six processed agriculiurdl products included in
BTI{ Chapters 25 = 99 (see list, fnnex IT

The EEC countries have agreed that these rindustrial commodities shall
be defined as those products appearing in the unofficlal 1ist made by the
WICTAD Secretariat plus 21l metals not processed beyond the ingot stage. ‘
Those of these products which are subjsct to du‘tj in the Co:fmmlity - including

ECSC products - are listed in Amnex ITI.
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In its freatnent of semi-monufacturcd and nencfactured products (BTN
Chapters 25~99) the Community’'s offer has three features which combines o

ensure fundamental equilibrium. These are: the eciling mechoenism, cxarobtion,

and the absence of exclusions,

The existence of a ceiling on preferential iwports, designed to keep -

thelr volume at levels which the markets of IEEC countries can absorb, is
offset by the fact that access is duty=freec and that no manufactures or
semi-nanufacitures are excluded.

{b) Methed of caleculating ceilinecs

Y Sy

In its offer, the Commnity stipulatsd that the ceilings of the scheme -
_wﬁuld‘“normally“ be calculated as follows: CIF value of imports fronm
beneficlary countries (base amount) plus 57 éf the QIF velue of imports from
qﬁher countries (additional amount). The offer yas worded in this way 5o as

to give the Community the cption of not using the Ynormal® method of calculate

e

ing ceilings in the case of particularly "sensitlve! products.
The Ccxmmission is of the opinlon that this option should be exercised

in the following casess

- for certain textile products: Ifor these products it is proposed that

- the ceiling should not include any additional amount But only the base
amount (value of 1948 imports from beneficiary countries). The bexvile
products to which this provision epplies may be easily identified in

- the listé in Avnex VI by the fact that they hg?e no figure in the

Hodditicnal amounit® coluan,

1/ For certzin products, the ceilings will be given in tons.
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. Hong Kong; the Cormission therefore
uscd for calcula ting thelr CL.Ll__nF‘
‘ nonubeneficiemy countries.

= Petroleuwn products {TDC ex 27.10):

products are highly sensitive because

For these product

»
o

of the inclusion of

suggests that the additional amount
should be only 1% of imporis from

s it is.proposed

nal amount because of

that the celling chould noit include any a 15_:‘_ tio
the high level of imporits from certain depsndent territories and the

fact that these produc

(c) Ths "buffer®

The Comunity!s offer stipulates tha

treatnent granted to
and o as Lo reserve a
preferential imports of a given

u’h_l not, as a rule, sxceed 503 of the

Ty 8 IR AR Paad APa
ELG irmorts from EAMA and Fast AD

which already recelved prefor e;s..-.b__

i

are not included in the base amount
.calculating the additional amownt.

e
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Unofficial itranslation,.

5
the nost competitive developing

product frem a

s have been emcluded by the mein donor countries, ’

rey

ts¢ as bo 1limit the preferential
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Lo

country or coun‘tri es

substantial shore for the less competitive cox._‘wrlx,s,

ingle developing comtz'y

ceiling established for that productt™,

((.rf* also Tunisia and lorocco),
treziment with no 1imit on numulby,
They are included, aorrrev& in
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This so=called buffer clouse AtRR criticized by scme dovelopling
cou.n'L ries during the UNCTAD consultations. Those countries fear that

use of the "huffer', particularly where it is reduced to I~less than 50%,
A:x.s liable to prevent imports from attaining the celling in cases vhere
there are very few competitive suppliers,

Lowering of the "bui‘fer" below 5032 is restricied to excedtional
cases, The products in question are mainly certain textiles, petroleun
products, and also a fewv 'products which are mghly sensitive because of the -
inclusion of Hong Kong. For this last category, it chould be noted that )
;bhe'x‘e!vrgre tuo reasons for lowering the "vuffer®: firsy, to offset the
considerable increase in the Celll}’?: brought about by the inclusion of ths
Hongv Kong figures in the base amounts 3.end sacond, o keép the benefits
to that colony within reasonable limits. In precbice, the "buffers® for
the sensitive Hong Xong products should not seriously hanper other benefiw
‘ciary countries.,

() Classification of products

Cn the quesilon of kesping check of preferenticld imporis ,‘r‘rori-: by the

Cormission and discussions with ilecuber Stabes ha ave led to general agrex

on i;he principle of classifying preducts in three categories of “sensitivity";

;- "Sensitivel products, imports of which will be regulated by the Comunityt!s
tariff machinery (List A, cf. Amnexes I7, VI and Vi)

- .“Qué.si-sen'sitive" products, imports of F’;.lCi‘g will be checked by Y“special

surveillonce® {List B, cf. Annexes V, VI, and VII);

y Buffers of less than 50% are indicabed opposite each product concerned,
in the lists given in Amnexes IV, V, VI, ViIE, '



= A1 cther products, toc be cliecked

v exariining impord statlstics,.
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(i) Checldneg pathods apnlicable Lo ssch nroduct cabtopory

The nethods used to keep track of imports of f

PR~ X~

subject to tariff quotas and "quasi-scnsi’div.e“‘ broducts subject ,{35 tsnecial .
surveillance® will be sufficiently effective to enable lhe necessary’
| measures to be taken promptly. Other pro-:‘facts (thosge at presént not
‘regarded as "sensitive') will be regulated more flexibly and less quickly, .
glven the usual time-lag in cobtaining fu_'l;i.-ir.dport statistics. 4 :
In the case of products subject to Community teriff quotas, imporis
will be checked by national administrations, sinde these gquotas z!n'.lll,be.
shared out betwcen Hember States; the Commission will be responsiblé for
ensuring that the ceiling and buIfer are not exceeded for the Cormunity s
. as a wholes | ‘ ' o
As for products under “special surveillance® (for which there is no
allocation of quotas among Member States), the surveillance nacbmery will
' c§pérate on the basis of nonthly exchanzes of custons é'tafistics and, mfien
' 'Ceilings are close to belng reached, consulivations will be held beﬁf\‘reen:
Yember States and the Commission so that-any neccséary neasures méy be
taken. 'vThese procedures for exchanging izﬂior-uatioﬁ and holding coz(zsulta-:f"
tions hé.ve yet to be finalized, although a large 'sx;easure of agreeﬁien’c

between Member States and the Commission hias already emerged as to the

B

adninistrative cooperation required in this sphere.
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(ii) Preparation of lisis ¢

nd guasi=sensitive products
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lists 4 in Annexes V, Vi,and VII) and of "quasiesensit
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{products subject to ftspecial surveillence®, lists 3 i
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©and VII) were drawn up by the Commission with the as sclstance of eomerd
from Member States.-

Thése lists were drawn up on the basis of the working hypothesis
that in the first phase the beneficiaries would berthe countries of the
Group of 77 and the dependent territories of third countries (éxniuding;
for the iatter, textiles and footwear), The value of trade covered by
these lists is approximately US3297 nuillion (;ist 4) and approximaﬁely
USS52 million (list B) out of totel imports of manufactures and seinie
manufactufes from the beneficiary countrics in 1968 to the value of-

roximately USSL73 million. The total value of the ceilings (basév
amount plus additicnal amounti) established for imports of manufactures
and semi-manufactures from the beneficlary countries would amount to
approx1mate¢y US31,030 million.

At the time that lisis A and B uere being‘prépared, Hexber States!
délegations unanimously agreed that these lists gﬁoﬁid not be regarded as
fingl, bubt were to undergo annual revision whereby products could be‘with-
drawn from the lists or added to them or even transferred from one 1i$t to
another,

(e) Susmension of preferential tariffs {restoration of most-favoreds-

nation trestment)

Suspension of preferential fariff treatment may apply in two ways:
-« to all beneficiary countries when the ceiling for a particular product

is attained;

censitive and quzsl-ue nsitive products

1/ Annexes IV and V give the lists of i
with the excepbion of textiles, The 1ists of sensitive and qu &SL—SOnSlthG
textile producte appear in fnnex VI. Sensitive end quasi-sensitive £G3C

products are listed in Annct ViT,
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- 1o one or more beneficlary countrices whose preferential exnorts have
resched the "buffer" level,
In each case, the prcference is suspended for the ramainder of the
current year, and fe¢nstaucd at the begimning of thelfollouing year.:

=i

{1} Products subw'*ct, to Corwnity tariff quotas

Community tariff quotas for these products will be administered in
the same way as the other Comaunity tariff quotas already in force, that
is to say, each Member State will take adecugée measures to ensurc that
the shares allocated to it are not exceeded and will respect the other |
provisions governing the administration of bariff quotas in close cooperation
with the Commission. |
Fpr'the purpose of applying the buffer rule, each Hember St ate snoald
prepare a breakdown according to origin of the quantities drawn on each
Quota, distinguishing the drawings according to whether they derive from
one of the main supplier countries (which will be known in advance) or from
the other developing countries taken together. ﬁsing monthly records sent
in by Hember States, the Cormilssion will follow the trends in the origin of
 the imports and, by agreement with ifember States, will call for more frequent
records (weekly, fcr exanple) when a large provortion (for example, 75%) of
the buffer has been reached by one or nore deSlOﬁlﬂ" countries. This v1ll
enable the Commission to act promptly to nake the necessary information
available so that the developing country or countries concerned can be
charged customs duty for the remainder of the current year as soon as the

buffer is attained.



(ii) Products subject to Yepecial surveillenced

Tor these products, preferential tariif treatucnt chould not be

by

»

suspended autcomatically when the ceiling or bulfer is réached. The Conmlge’
sion feels that for products in this category each case should,be decided
on its merits, and according to the state of the Comunity marketb.

To ensure speced and effectiveness, 1t would be advisadle to give fhe
Cormission the power of decision in this ficld. ‘The decisions in question
yculd take the form of regﬁlations to be issued by the Comission after.
consultations with the Hember States.

(111) Other products

Conditions for suspension of the preference are the same as for
products subject to "special survelllance't,

{f) Treatnent of textiles

The texmlles of BTH Chapters 50 ~ 63 will in principle receive the

9

3

sane treatment as other industriel products. Ho#ever, Lo categories are
subject to special provisions 1n the Community'sfoffer:

- cotton products covered by the Long Term Agreecment (LTA), and

substitution products on the Kennedy Round conditional list.
- jube and colr products.
| For textiles other than these two special catsgories, the-beneficiary
countries,vin accordance with the working hypotdééis adopted, Will'be the
. A y , :

Group of 77. Of the textiles, 15 should be regsided as sensitive, 13 of
which will be subject to tariff quotas. In particular, knotted wool carpets,

which represented imports to the value of US372 million in 1966, will be

The dependent territories do not qualify for Cormumibty preferences O
textiles, ‘
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dlvided betirecn Two terill cuotas according to thelr fexture, and will

In the case of cobion products znd aqui"-}alcxr; there a-fould-ba 16
products on list A (teriff quotas) and 17 products on list B {epecicl
surveillmes),

‘E’ ere is also a s...ro'ﬂg likelihood that oix ’ﬁﬁrl quotas tsji Lz ::
'havé- to be introduced for ju’oe and colr :c’* ’;s" thus the uotul number

of sensitive producits among the textiles of Chepters 50 = 63 would bs as

- 13 nisceliancous te‘:t.:.l s + 16 cobion produchs and equivalent
+ jute and colir m*oducns {probable) = 35 products -(or tariff
headings) on list A. o

- A’c.w'o miscellancous texbiles + cobbca products and equivalent = i9

i.}o

products (or tariff hooiings) on 1
"= in value of %wad ade, the ceilings for sensitive bextiles (1lists A
and B) {excluding jube and coir) would represent approxinabely
US$12O 111110"1 oub of uol,rﬂ Imsorts from u.le C—'ﬂoap of 17 (c,xclualrw ,

ot D

associates) of approrimataly USHLE5 million for Chasters 50 - 63,'

=}

1 19689 )
" The difference bebween these twoe fizures is explained by the fact
‘that for cotton products and equivalent the devcloping countries which

on Cobton Textiles {in

c!'

have not signed the Lcm.ri Term Agrea

r«-;

serbicular, .

Y

0

“Tugoslavia). do not recelve preferentisl uw:zme:zby and that ,_;ute and cecir:

r'.

products will be governed by special meascres. These two categomes of -

products are examined below.
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(r.74), and sohebitution products

The Community!s of -"cr on taese profacts s guelified in Lo ways.
It epplies are gignatorles of ths Long-

- Ternm Agreenent, and 1t is limited to the duration of that agreeicit.
However, in its vevised offer the Ccmimﬁ'_’m stated that ¥preferences mey:

under berms and coaditions to be

'c5
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also 'be granted during the saue

& H

defi”zea‘. bilaterally, to comwi bencfiving fron gencrallzed preferences

"but which have nob sizgned t‘ne LT.’L 12 Gy enter into cumltnments vis=i-vis -
the Community - olmilar to those provided by the LTa™, .
. Scope of vhe special remuletions applicaile to BLTA productst

oL pmy b 1 - -, 3 . 8T
syransauents poverniung LW

gynthetvic fibers and other texiile fibers, nEo dac in questlon nake
wryeb he TR PR S K SR ~ - - . - - T
up all o part of 19 TG texriff heedings., ALl these products are direcily

u c;onc.i’cidnal 1ist" ciurin.g the Hemaedy Hound rzég:ﬁcle_'bions. Henee the
) ."Coﬁmuni yis of fa on these products was mrrti'r_lg &Nt on an exsension of 'zﬁ'ne
'Lonr‘-.z.e*'m "i‘C-‘“‘lC”l
Inclusion cf these SJ..JSU_.uwulC”l sroducts in the mc,c1.~_.- arrengencnts

 for “LTA productot probably implies s rostrichive inberpreta tion of Hhe

Corpmunity®s offer. But this interpretatioca is possille in view of the

.

TTum o S8 : B SIS
e wnorficiel trensliotliona
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Y e . 5. ke e ymde® e s Aen e g 7y - R
belween cotton pw oducug cnd substlibobion mroducts, (In any cass, this
! :

interpretation secis eccromically justified. In affcet, tae link

k»]
g
o
cr
U

‘establiched belween cotbon products and theece 17 subsbitubtion

LT S A P P LU VU, B e 3~ R ks
agirring the Kemnedy I TZo ‘1(1, as a basis for limibted pariial reductions ¢f -

toms dutles, is a1l the more valid a reason for complebe elimination |
;Ef, dutiea in favor of the rain ¢ ue}:uilemeﬁc'ssl ~oing countrics, Horeover, had
A 1inl< vct sor-' established, exporiers would :}: free to ir;clude 515 of
“‘leI‘ otherfha v cotton in a glven )3=°ac.acb in ordsy to gobt round the
Coﬁﬁﬁhiﬁy‘s arrangenents for conto.rz produets {containing by dcf‘lni’&_ion at .
least 50’3 cotion). . | |

Sac;w. an .Jsue."u. "':a*‘i.on 53 also accepbhal ic m’im‘p cally. For tae
Cb.f:ﬁam*lity is virteslly the only major donor ccmﬁz‘*g.tﬂ inclu’défteri‘tiles‘
in its offer. Furthermore, the prezcat wu,r--m:«_ou:i. situation in the
. texbile scctor has to be borne in odnd,

Finnlicotion of the Tor BT produphkef

Clyiid

Because of the tuoc qua

products only the developing countedics of the Croup of 77 and signatories:
of the L'l‘;a_ will automabicslly benelfld frem the tarilf p:eferercc on LTA

products (1nc_.x.dmg vbstitudion prodocts, ses a*o fe},‘ and !‘cj will do uO
only until the end of ths Long=Tewe !&.gfé@:‘:‘.m\zﬁ;" These countries ares -
Colombia, Indi'a, damaica, iMezico, 33.1*j South Korea and b:;:i:;"

It follows that vhen esbablishing the cc::‘.l:?.bﬂs_'fwr these gfoéucts s

the base amount will be cal he 1664 J,mo.c'w from

these countries alone., &3 meld



tporticolorly sensiiive? bencid

u‘”xc normal calca aticn of th

r counvries in

only (iwpertc frem benaliciox
. 55 then 503 for ccl"bcu_rl
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Troatnent of cowbries

5 which nave nol

le at this staze on
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In any case, the Commission conslders that the Ygimilar comdinenits?®
which non-signatories of the LTA would have to enter into vis=3-viz the
EEC would need to be no less binding thon the mcfﬂures accepled bty ﬁhe LTA
signatories. |

(ii) Jute and coir products

l"b ‘

In the cas jute and colr prodacis, the COEH‘ﬂlt"'o offer stipﬁlates
that the granting of daby~;r4 access iP*conﬁincent>u;on "Special measures
to ba arranged with the exporiing developing counbriest,

The Commission also feels that the Fmechia® jute producﬁs (fabrics .
wnder ex 57.11 anﬁ‘sacks uander ex 62,03 B IT) should also be included

“in the special neasures provided for in the Community's offer and that -

talks should be started on this subject with Zuzoslaviag
£y} ot

Ler coqodltlng experts Ifrom % abes, tbc Commilssicon _ntfnds,

~through the joint Committees set up by the existing Agrecaents between the

-Cemmmunity and the expo“ulnw COuﬂt?lﬁog to explore the possibilities of
“drawing up the special measures in consulbtation with those countries. It
will then submit proposals to the Council,

(g) ECSC products

The problen of the inclusion of manufactured and sewl ﬂﬁnulacuured

ECSG products in the generalized preferences cifer has been examined by

experts of lMewber States and of the Commission. The advisability of

(O]

including these products has beaen accepted. The 1nuroducu101 of p“efer-
ences for ECSC products would cobviously have to take & court of the
detailed terms of the ECSC Treaby,

) <

A murber of these proﬂl ts hav

(o]

been desinnated 2s scnsitive or cuasie

seaditive and,:as suchg'snc*ld‘be sutject o Comrunity tariff quodas or

"snc01a1 surveiliance® machinery. 7these products are listed in Annex VIZI.



- nat

{(h) Alldocation of Cowaunify Loriff eneins oo

The general guestion of the cllocation of (ommunity tariif quotas

among the HMember States has bosn the subjeet of in-depth exchanges of

w
(‘)

views in various guarters. Hitherto, Cowsmuni Lj tariff quotas already
~ectablished have been allocated among the Hember States on the basis of
the figures for past years corrected for the estimates for the quota year

in question. In the case of the generolized

’ *Cf

references, during the

discussions ab admlnist:ﬂtlon Jevel uctivbd bhe Iember States and the

3 &

.Commlssion, experts from cervain Member Stabtes had Initially indicated

their preference for continuabtion of this uethed; it zubsequently emerged -

that an overall allocabtion formula would work coually well., With the

l..J-

12 berms of application must

ci'
‘E.‘l

- proviso tha aclude a Community reserve,
'hhe Commission is agrceable to a solution of this type, which would zpply
to the Hember. States anvallocetwon Tormuia Lased on criteria of a general

- economic nature (averabe o“ the percentages for‘fqréign tradey Eross

ational product and population);
Federsl Renubllc of G rﬁ*%"z  37.5%
'_France.' S 27.1%
Tealy S 20.3%
Benelux : 15,17

It appears that this allocation foraviz could be accspted by the
- experts of the Hember States only en the assumpilen that the Comsunis

tarifi quotas do not include a reserve SQareq‘ flovever, these experis

have considered that such & s bcz should e applied for a 1lx ibed porloa,

up oJﬂyl,lW%cnwmmyu,di.:lﬂwfwwWME tmLﬁm@mofa

reserve after thet date.



- Theé Commission wishes 4o point cut thait such a systen should include
a Cormunity reserve together with provizions cimiler to those governing

-

'ﬁh;s reserve in the case of normel Comvinldy bariff cuotas. The absénce ;Vf‘
of a reserve would question.the exdistence of thé cuStﬁms'uﬁion and is

likely to give fise‘to serious difficuliies oe*"cep the COumdﬂ_bj “ad the
‘developing countries. TFor the normal Co LWUPL;J tariff quotes, founded on

a system of allocation based on past figures,, such a reserve has alreaiy
 proved generally 1ndlspenuab_,. A Tortiow 1,‘£be'saﬁe should.aﬁﬁly‘to a meaﬁs
" of allocation based on an overgll formula. Thé-ééseﬁce of a feserve shafe,‘

raises questions as to equality of access to the Gw“ﬂuniby for all 1mnorbe;s

3 o

and the uniform nature of the common custems tariff and thregtens-to sterilize

_some of the quota allocations,

The existence of quantitative resbrictions in certain Hombsr Stabes

.gbuld in sone caseeg lead to sberilizatlon of a part of the qnoﬁa allocated

to those Member States for certain products subject fo cv°1**tut1ve restrice
» tions; and could encourage those ubducr Stabes 1o iﬁcrease the nwaver of |
*éheir requests utae“ A“Blclb 115, To avoid such situa ;oas,_tiicn are hﬂ“uly;.
‘cbmnatiblo with the customs wnion znd the comaiitnments eantered into vis-3~vis
Uk GLAD, mwlber States! quentitative quotas should be enlarged wiere neceSs;Ty

to bring them into line with the quota shares allocated to them,; on ths basis

of the ceilings, buffer 2nd 2llocaticn formmla to which they have subscribed,

(1) Coexistence of emisting - bag for semlenanufzciures and

bos o be estavlished under thc "Cﬁefallﬁed

napufactures and the tarilf quo
preferences . .- . . - S oL S '

&l 3

- As regards the problens ralsed by the coexistence of, on the one hand,

Comrunity tariff cuotas for semi-o mufacturss and moaufectures esteblished



]

primarily to favor exports from certain da*o*cping‘coun'%4¢s folloiing

y

the Kennedy Round {(hondicrafis and cerbain fabrics woven on hand loone)
_and, on the other, the quotzs to be ectablished wnder the generalized

prefercnces ﬂcheme, the Commpission comsiders that tho quotas in guestion

shiould in due course be absorbed iluto the Compmunity systen of generaliszed

£

' preferences. Such an absorption should, : noneth cles 8, safeguard egquivalent

o0

senefit from the Hemnedy Round

5

advantoges to countries which can at present

quotas “through approopriate adjustments to the ceilings and buffers to be

A

o

tariff headings.

[0}

“esteblished for the products in the corresgondin

The Gomm185¢on m_ﬁht have occasicn to submlt & proposal to the Council

1,

on. unls suoje“t at 2 later dats.

'ﬂ ( }: The question of abnormally low nirices

' Py

The 7 “ablcm posed by abnormslly low prices f T certain products from
certain developing countries have been exmiined by experts from tﬁe Kember
States and the Cormission. It was Jfcund that the Cormunity merket for
ce:tain products displeyed extrenc sensitiviiy to- the very low prices
applied by certain third-country suppliers {10 o 30% below the prices

of other,suppliers)a

In cases where the AAfficult situaticn for industry is due to dumping

or bonuses or subsidies granted by the exporiing countries, Council Regulation

ractices

el

4 ;e . Y ons . .

hSQ/é concernming probéction ageinct dumwming, bonus or subsidy
- R

on the part of third countries allows the selbiing up of the necessary oom-.

=

‘merclal protection measures. Implenentation of the procedure envisaged in

roducte cf. Arbicle T, maresraphs 1 sad 2 of the ECSS Treaty.

LN
b
OJ
H
]
[
(¥}
<«
‘g
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that Regulation is contiagent on 1ﬁ suxitbted by the

8
indu stry affected. It should' al;.o e notsd that the Hegzulation in
quesﬁipn provides every oppor sund vy - Lo quielk actidn; in cases of
: epiergency, terporary measures can be baken within 5‘1 E»:oil'" dng 4ayS.

In any event, the Commicsion fceels thal the problen of abnormally

1, i

low prices cannot present any obstacle o the ivplementation of generalized:

preferences. lMorcover, the granting of *Lhe.ge preferences is not an irreve

ocable commitment, and there is nothing to prevent thelr being later witiie

 drawm in whole or in part (see on this subject Chapter D.III).
. : bl P , o 4
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1. Introcduction of the gencralized systen of tariff preferences requires

the establicshment of precise rales defining the co:t:a.“b:a.ops that goods

' .Lx‘pO”"de from the developing counvrics must neeh in" order to ba recognized

‘as -originating in t‘ios; cowmu rigs and thos quslify for the preferentisal
systau. '
.

The im joroancc ol‘ uh__.;\ chs 1,10;1 of whe or;‘;_g;in' of goods was stresced.
av G’*neva as easﬂy as .L9o7 » and has been SHu cb.ed at three levelss

have agrecd vo the prirnciple

-

- Intne c mmunii:y, the six Hember States
cof adopting tlﬁé-_fuies of _o_rigiﬁ applied ~'.rz tz"ac’te with the A.ssocia’t_ed
li.il%i‘rican'é.nd“}{alagasy’s;tatcé.(1;3513{3; w wiih such modifications as may be
'.‘fnecc ssary = and resolved to L.-“ca.‘ this syster vis-d-vis the obher v donor

" countries and the beneficlary countries;

= Within UNCTAD, 'arv_.ad hog grdu;j of .G:.T-:pg"bs wos cormissioned 1 ;r the Special
Conzritoee on Frefercnces 'L'.or c;.zérr%’ cur bo drar up a uniform seb of rules

on oi‘igin s & condition which the J".”' ﬁ;;is&‘;’-f couniries consider‘ esseatial

for proper functlicning of the general syotam of preferences

-~ In QECD, the denor countries have through a zroup of e:&perus_ set up by the
Trade Cormlttes, sought to find en arez of szrednent on whald system for

LS

: dcucrrx:.m.nb origin should be propesed to the developing countries,

ol

The work dene both in Jeneva arnd in Poris hos not produced a single seb

of rules meelting with the approvel of &1L the countries concerneds Poriice

wlarly as regerds the criteria to be appiied for the acquiring of erigin by

£
processed products whose manufacture has involved several countries, it has

R



is de efended by the Horih American cowntrles ond has loag beea favored by
the EFTA countries. |

Nevertheless, unanimous agreaneat was reached within tre UHCTAD g4 hoe
_group on the adoptlon of %standardized temis® on vafious_matters such as
'the'&efinition of wproducts éot ned cntirely n one country, ﬁhé 1ist of
- Prinimal® operations, i.e. those which cannot confer origin, the con&i*ion:
of direct shipment of the g ods, and the gencral ﬁ?;hinefy for jus’ificaulon
and éhecking of origin7 A gtandard certificabte of o:iglu form hes also been
devised. |

Furthermore, éxceot for tiwe'United Statzs, Comada and few Zealand, the’

w‘

donor countries within G: D  have finally come round to the OV"Ln7qy'°

position and have agreed to

with {he necessary

L)

yrezently teing exomined by an ;nro‘u

o

adjustuments. These adgus menbs ars

group of experits representing the 15 countries conccrned.

“mend of the Commission, in collaboration with experits froan the Hembar States,

will be modslled on the rules governing trade with Uthe BUM countries, duly
_anended to tske account of the special festures of the preferentisl system

=

in quéstiono A nunber of chan
“WNstandardized tc“vs" adojoed,at Geneva, but
alter the veneral uorking of the‘systeﬂq "Finglly, & aunber of adjustments
‘desiwned o expand or supﬁlement the BAMA rules will be tzken into accowsy,

in o c: to adapt them bo the new conbtext witnin vwhich they are to be &pplied,



5

The work has advenced eulficiently to warrant the assuwsticn thad

the full seb of rles of origin will bs cowplsted chorily. For &1 that

remaiﬁs to ke done iz to giVﬁ.ic;ol fO“cé to sung JLJPlJ techndesdl rules,
the sﬁbstance of which'has'alr 28y been lergely decided. hat i3 more
wese rules are esﬁanti;lly provisions for ay 1'513 the system of pfefef~‘
- ences, -

Consegueﬁtly, 10 ensure ﬁbat the rules of orig cin cauVr into force at
the proper time, the Commlssion COﬁ‘ldC"~ that o simplified pr ocaaarc
should be provided for their adcpiion, in the form of aﬁ appropriateA
provision in the drafv Re rulgﬂﬂona which it 18 to sulmit %o the Ccunoil
‘regarding the i; roduction of geicralized t?chfChcesc The most eppropriate
procedure in this context is that laid dowm in Ar‘iclc lh ok aragraphs 2 aﬁd
3, of Council‘Regw1ation (E20) Yo, uoe/uu of June _{5 1960, regardinc the

cormon definition of the concest or origian of

i ]
[elelsicy
- : wou“ue

" This procedure will hove the fursher 'ﬂvan';ga of iaciliﬁazin# the

~adepiion of "mcnd. £5 or additions Lo tho rules wiich erperience may show

y

to be necessary following the entry into forss of ths prefercutial systens
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1. Decleration by the donor countiies reorand?ng the loral stabus of the

In the "joint conclusions® adopied by the YLCTAD Special Commities on' -

Prcferences, it is énphasized that the legal stotus of the tariff preferéﬁcés
-'bo be granood by each of the donor counirics ’( cluding the L_‘G) :md_v:t.dually
to the oenef:.c:.ary countmes will be gover m;:l in parti cul«.ur by the follov z.nﬂ
‘ cgnsiderations:

- = the bariff preferences ‘will be terporary in nature;

-'-'-5 “the granting of these preferences will nob ‘cons‘oivtute ‘2 mandatory commit-
men'b and, in parvicular 2 will in no -‘T.:‘.j’ precludes |
a"‘ , théir withdrawal in whole or in HATDS oF
o osSubsequentd reduction. in‘ the cus tons c’ixt'é" gren.'tef‘ on the basis of
mqst—favored—nation treatzent elther unilaterally o‘:" as t_hé outcons

£ international tariff negotiations,

‘-‘-

A la L A i

2. Resevvations regarding the Conmmityis offer

“ La . * 2 . A oy - .« A -3
(2) Begervation vepardine shoring of the cost oxons deonor countries

&

The Gommunity's revised offer prescabed o U_NL“J vas accompa_nieg. by ..

a reserva ion %o the effeet that it hed men,c“"am up on the L..bgr;mtw on that

all the major industrialized countries that are mebers of C?;:ZCD would join

o3

in the preferences and would make comparable efforts in that res:)ec’u. ‘
Th_.a general reservation must be upheld,
While so fa:c it zml.u anpear that on She basis of the revised offers

L b

the hain donor countries ave on the aole sharing the burden of %he scheme:



the revision of these of

equitably, this eguilibrium could ze upcct during the final drafiing or

-of implementation of " the var rious offers could &lso Lead Yo imbilance.

- .

In the case of products covered Ly ihe gencraliszed preferences, it
vould in particular gzppear thabt the final dra i’ting of certain other main

dpdor countries! offers will nrot improve the present situation regarding

products excluded from thelr revissd ofTers. The Communlty might thus be -

the countries associalted with it.

- confronted with difficultles with such producis. . Consequently, it would

bz desira ble to take the »ni reca autica of m::_.x.pc" the Cc\.“u_ 715 offer subject

-y Y

to en add.‘ tional sa*f.efruwd nroviding for possible .\510(11.!.-‘0‘ ion of the offer
for products not included in the offers made by the other ms.rl donor '*oantrleu.

with countirles assoclatved with

(b) Reservation ;z:::'dlm consyl.

“the Comunity

The Corrmunityte Tey rised offer was accompanied Ly a note o the effect
"s:.hat the offer was being sutmitted without prejudice bo any amendnents

that nigk "n: be made following the consuliatlions thab the EEG, in accordance

ey

- with its association cgreements, is obligated to conduct with certain of

[N

& murber of amendments have beon nade to the Comm unuyis offer following

} corwulta tions with the BAMA countrics,

.preferences should no’o, by reason of the skaring of =uch special preforences,

sui'a.er injury as a result of the insbtliution of gencralized preferences.

-

Puruugnb to the discussions .m the BEG/ALA L,oa:xcz.l ¢f Association meclting

3T

of Scptember 30, 1970, the Comwuniity wmods a statement to t.;e UHCTAD Special
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Corrritiee on Preferences bo the cffoch thal 22 BLC would ressrve this

3 o S daon 24 . ~ » . A e v st - o —y e o T ~
right to take any necessary steps within itc owm sysien to renedy any

2] 3 ; 3
Aharmful effecta that application of generclized preferences might have

for the countrics associabed with the Cox
Consequently, the Community's offcr should be subject to this resers
'aulon, which will replace the rescrvation regsrding cons thaulOﬂu with the

associated States, which consultations must necessarily be completed before -

the Community's offer cem enter into force,

3,
*
i
3

In the light of the above, the Comzxission proposes that the Couneil
should resolve that the notification to the bensficlary countries of the
Cormunivy's offer should be.accompanied by the followlng reservations:

#The European fHconomic CO‘Ehnl'j_ﬁiSLGS o confirm that the mszsures
. ¥

e

% has decreed within the framework of 1ts offer regerding generalized
arifl preferences nave been drawmm un oin the assumpbion that all the major
trialized countries that are mesuters of CLCD will participate in the

preferences ‘end will make comparchle efforis -in that respect. In parvic='"

ulqr, the Ccmmual"* rescrves bhe right to anend its offer for p ~oductu not

inciuded in the offers of the other major uOﬁC¢ countries in the evént of
in ustxles in the Community being fzced wvith serious difficulties.’
"In order to avoid any serious losses to the countries associated

'with the Community as a resulit of thz inbr OQL“"“OQ of gonersiized
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On the question of legal statug, the Spocisl Comridtles on Preferences
recognizes in the #Jjoint conclusions® that cone ¢f the countries proposes
=3

to invoke its right to most-faveredsnation trectnsnt in order to oblain,

in whole or in part, the prefercniial trow

the developing
countries under Resolutic on 21 (J. } of the Conference, and that the Contraci=

ing Parties to the Ccm:r;. “g;;oc*wt on Torifis and T

[
jon

e intend to seeck the
necessary walver or walvers as scon as possibdles.

1. I\’:n_vcz- ithin the

The implenentation of the prceferences will reguire a decision by the

H
s
"3

i Gontracting Parties, acm.n") co;.l'ac tlvely, C.L horizing 2 waiver of the

_provisions of 4Article T of the General Agrewsent (principle of none-
discrimination). AL this stage the donor counbiiss are thinking along

whe lines of a declsion uhc’acr Axpleie XNV Cormdtsing a ten-year walver of

cle I » Winasmuelh ag 15 nscessary to enable ths

p.
ff:

=loped Contracting “—k.c' ieg to grant wreferenitiald tariff treatment o

i : A . N . e s et Aes
‘products ors -fematlng in developing om wics and Serritories c... Withiout
granbing the sald trectuent to similer producys originating ia other

| Contracting Partives“ o

In addition, this authorized walver would be general and coﬁcctive
in naturc, applicable de Jure to auy cowrlry introducing a systenm of
ge‘zc:aln. 220 prelc ernces.

Y

It is impossible o forecast vhon the Contraciting Parties will arrive

s - . )

at their decision. However, it has bewr agresed to endeaver to bring about
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such & deciclon 28 quicidy as pozsilbilz. Ii sary o ensure

o

that the deley does not exbend bayond tie first half of 1971,

rigs vhiszh ave not nembors of the
legal validity of ithe declaration inciuded in the “joilnit couclusionsd

might be contested. For the renunci of »ishits, inbernational law

s e et e ST ¥ I T RO I S 3L S 3 2 St s P
YeUlres & SUILCUSY WOrGliiZ. 1% JUEeSULon iUl arlsos a8 o whether the

3

Commmanity - together with the othwer doner counbrics - should endeavor to

- obtain, prior to the Lmplauentebion of the zeneralised preferences, declara=

tlons from a1l third cowntries which ave nol

ther beneficiaries nor member

of GAIT, to the sffect

nost=favered-nation treatent.

5
by the donor counbtries uwithin CICD, 2nd e fommicsion might submib

proposals on it to the Council.



generalized preferences

The Limplementatvion of

may be considered as the start of 2 more dcliborate Commmity “ollcy to**aras
.,he Third World as a whole., The schese ropresinls the practical OL.'bCC..-x, of
aa essential part of this pollcy, uhlch has now become o mabtiter of urgency

in view of the future prospects of cconenilc end menetary union, the wider

Cresponsibilities that an expanding Gorm&zi'%;:f should assume and ‘uhe need o

}os
fat
;ﬁ
'd

‘ensure the success of the Sccond i }.m;j - wnich

the Cormiission will submit in ow Gl:.l‘_\, o shoulci reitect

one of the L.nderlylng goals of the Comwnity, viz, the syste satic ende SEVor
to sh the worldls resources more ecullably end in o way that is more in

taken w t_l._ now in

the fleld of generalised prelcrences heve been well rec:

i davel o=3-
ing cox._qtrleo, which pl“cc great faivh in the Comwaniiy. ssion

ecls that we must respond o this svioulerdly by malntaining the

Lot
[
H
o

=a Lo qas, e LI T P EX B i ST X M. . R KR
liberal naturs o srmurdty s offfer in the fined dradiing of its terms.

his view. Adwnittedly,

the Cormmaity. Bub

in the final analysis these sacrifices will prove quite bearable, because

"

of a2 whole ~"y<"’“efa of machinery vhich wi xlj & o\:," Ol "'M_n'“ keep 'bhc;l

wvithin realistic linits and ensure the ovor-s:;u equilibrivm of morlking 'm'ze'j

,Commmunityts offer.

However, thcse generaliszed prelevences & ¢ by the developed

L) oo, ~ 1, %

countries should cerbtainly act ba roparded o3 a solution to gll th

problens of developmenbte. Thae sugcess of thls entirc operaticn dgpends,
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partienlarly for the least advencsd of s woaeli

wocounuirles, oa efforts |

in other fields

i p:a*t.icvlar s 1T

st be recopni

ﬂ
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helr industriad whionh an accomanyliang offort in

the forn of fina

ed couwnttries.

In short, t‘lc Co miiseion invitos the Oounecil Lo declde cn:

e J..'LJ 1, 1971 as tho ’"::'.";’->r debe for the

Gommunruy's i‘lcr, u‘j. vhout prajudice Lo subsequent setilng of the

- definitive date (

hopber 4)

(]

2.. The oOlquOl s envisaped T

~ the products cov ff"ed (Chagter
" = %the general conditlons which should govorn 'fh > offer »(Ch'aptcr B III)

. 3¢ .The 1ist of beneficiavy couatries (CGhmapser 4 L).

cferences,



