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THE FUTURE DEVELOPMENT.OF THE ENROPEAN COMMUNITY'S GENERALISED
TARTFF - PREFERENCES

The Furopean Community; has now applied its generalised preferences for
nearly four years and year by year has progressively improved them and widened
their'ecope. There is thus a sufficient degree of experience of the operatisn
of the systew and of the effects it has had to make worth while some general
reflection on its future ard on the waey in which its frture development should
be directed. Such rePleJtlon iz all the mors opporture in the light of the
very radical changes which have taken place cn the international economic

scer:e during the last two years.

’The'Cemmission hefewith submits to the Cowuncil its own reflactions on
ttig «ublect which have taken into account the opinions expreseed by the _
ﬁlrcpeal P@ﬂlumeat and. the Economic and 5001al Committee, The Commlss1on col~
silerc tlat thic document could usefully be debated in the Council at an

early date.

1. Generaliced preferences : an inspruvment for development cooperation fully

integrated in o*he common policies.

Theesdaollohment of generalised. tarle preferences is to be seen as one
part of the effort being deployed 1o .adapt the econcmic relations between the
indvsirialised comutries and the developing countries progressively in such
a vay as to pfovide,a more equitabla balarice in them and to bring.about a
situation more in conformity with contemporary needgs The Furcpean Community ..
has played a leading role in this field. And whereas some countries, both
developed and developing, have cousidered the generalleed preferences as no .
more vhan limited neasures of trade poTicy, tne Communltv nas alwave taken the
vieu tha* thm are an 1nstrument for deve7opment cooperatlon. -

Is The 1ns;rupent an eﬁﬁctlve one 1n the longer term %

There are, on the external side, two broad congtralnts on the generallsed

preferences achlev1ng full effect¢veness, In tue fl t place tke generallsed

’

preferences will not reall achleve thelr obgectlves urless an 1nuen51f1ed

emphaﬁls is nlven “fo effort° in tne otner and complemertarj flelds of coope“a—

tion.
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Thus there need to be measures to assist trade promotion, to encourage the
diversification of developing economies, to assist regional economic inte-
gration and to stiaulate investmert in the developing countries, particularly

in the pcorest among them,

In the second place it will nced to be appreciated on both sides
that a policy of cooperation which provides advaintages to the beuneficiar:
counntries implies as well both rights and obligations. Juridisally .the
preferences remain autonomous and they tear no requirement for reciﬁrccity.
But they must be fitted into an international framework which permits the
hene ficiarsountries to use the preferernces to the full while respecting
a certalr nunber of economic and tradiung disciplines. For it is very clear
that the beneflts of these tariff preferences to the developing countries
depends to a great extent on the continuing expansion and proéperity of
the economies of the industrialised countries and that prosperitr like +the
propperity of the developing countries themrelves, can only be assured
within a world ecoromic and trading pattern governmed by international dis-
ciplines and obligationc. The generalised preference scheme will need therefore

to be developed on a basiuy of increasing economic inderdeperdance,

Moreover within the Commumity itself the long term effectiveness
of the generalised preferences requires a better integration of co:mo:
policies. If the srstem iz to become fully effective, operational liabs
must be developed with industrialc, social and regionul policies, ir corder
to offsget the'possible negative impact of preferences oa the level of economic

activit; and employment in certain vulnerablesectors and regions. -

2. The long term prospects

When the scheme was originally conceived it had thrce objectives:
to increase the export earnings of the dcveloping cow.tries, to promote their

didustrialisation and to accelerats their rdtes of econoric growih.

BIJ 1980 which marks the end of the 1“1tJa1 ten year period for which
_.the generallsed preferences were env1~aﬂﬂd, 1t is evident that the sv =tem will
_ not have fvlly achlﬁveﬂ these ob3ect1ver. A further period of one“atlon

beyond 1980 - wnll therefore be necessary,

..



-3

During this sccond phace, after 1980, the donor cowntries will need to
achieve the most important of the adaptations recuired; viz; the harmonisation
of the different schumes applied by individual dornor countries, Clearly, it
ie now that we must begin to think about such harmonisation and then lose
no tiie in pursuing it. At present, whils there is a degree of - concerted
approach among ithe donors, there are considerable divergences between the
neasures applied. This zreatly reduces the use of the system to the bencficiaries
apart from a small minority who are economically and administratively better
organised and who thus benefit disproportionaiely. Only an ajequalely
harmoniced system will permit a genuine sharing of the burdens waich is im=-

portant if the system of generalised vreferences is to cortinue and develon.

Perhaps the most important aspect on which harmonisation will be
required is the list ¢f benefviary countries «This is an extremely sensitive
political issue, But, as individual countries now considerad to be developing
gain economic strengt.. and competitivity, it will also acquire increasing
econonic significance. This implies working with the other donor countries
to establish certain objective economic criteria as a basis for the

evolution of the list of bensficiary countries,

Then there is also a need to uarmonise bhetweenn the donors the marging

nf
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wreference granied, tle product coverage, safeguard mechonisms and origin

rles,

Up till now the dewvelomment of the different schemes operated by
%Qs dorore has ol the whole been convergent and if this process can be
con biaued Aurirtz the rext few vears the prospects for a large dagree of harmoni-
sation Avrird the sscowd phase after 1920 will be greally improved. In this
respect whe scheme to bs introduced by the United Statss for the first time
dvorivs 1975 will be an imgggﬁ%

iberalisation of world b

t element, In addition, if a significant further

[}

45 achieved in the Mutilateral Trzde Negotiatione,

S

this ill also facilits
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3. The prospects up to 1950

Before examiniig the various possible ways of develcping the
Community's generalised preferences in the period 1975~1980 and the
' épeéific pféblems which reéd to be deal} with, it is important to recall
V\the scale of the Community’s scheme as it stands today. In‘1975 the
‘:prefe}enceé in the agricultural field will cover abouf 60C m,u.a. of im=
. ports. In the industirial sector the possibilities will cover about
"2 ,850 m.u.a. of imports, that is 1o say” a little more than 10 %of the
Community's imports from all third countries on whoch duiy ico paid; Up
$i1l now actual utilisation of the wmrious-ceilings and gquotas in the
" various sectors of industry has been about 50%. Naturally these giobal figures
vary widely from sector to sector. But they do present a picture of a

- echeme which is still relatively limited in its applicaxibn,

On the tasis of these observetions the evolution of the Community
scheme whould be directed alorg three main lines: increased utilisation,

better adminisiration and sppropriate improvements:

(a) It must be clear from the figures given above. that if the present
Community scheme were>to be.fully used thig would in itself represent a
‘marked improvement. There chould therefore be increaded efforts undertaken
.in the fields of information and trade promotion' the publication of ii-
_formation on the development in tie use of preferunces, the editing of o
handbook which would need to be regulaIT" brouhgt up to date, the orlu‘.w-:
sation of seminars for the benefit of private sector users of the prefcr~¥6
both within the Communlty and in the beneficiary countries, the e~tabligh
of an agcnc* to pr ovide documentation, infcrmation and advice, \ert«lu trad
promoulon activities wkich would need to be agreel with the bineficicry
countiies, Ibreover sunrlementarj measures should be taken to simplifv tihe
scheme and 1o streamrlne those procedures wbg@a complexity in -theusclves 1
its full use. -

’>“hisr@& a.completn and
. Thie is itc tnrn, .

{(b) If the scheme iz to be effectively i
preaise knowledge of preferentizl imports ié Y
necessitates active and continuing cooperauwon)%e ween the national adu -
minietrations of the memnber states and Commlhs*q?“Off101&.L, particuiarl 1

where statistics are concerned.



Moreover, one should #o into the possivilities for improving the decision-
making procedures on‘the working of the Community scheme . Within the framework
of the political orientation laid down by the Ccundil, the Commission might be
FolmesTs va w1 ot adjnetir,, the technical aspects of the scheme, in
accordance with a procedurs reminiscent of that of existing committéee (e.g. in
the field of customs regulations). This would be consistent with the guidelines’
racently agreed in Paris by the Heads of Government. Ways and memns of implementing
this idea by stages could be worked out over the next few years, in particular
once the echeme of the United States comes into application and when the system

as a whole, for all doror countries, has got properly under way.

¢) The continuing improvemeht of the Community scheme should, in the Come
mission's view, be possible sc long as such improvements are ¢arsfully adapted
to the Community's real economic possibilities and to the divérsity‘of different
gectors of the economy. As in the paszt these improvements will have to be prag-
mgtic and progressive and this pre-supposes a spréfggfigd‘*he preferential im-
ports throughout the Community following normal patierns and also an affective
solidarity of the member states when they came to jwige different economic situa~

tione.

The beneficiary countries are asking for the inclusién of primary products,
particularly agricultural ones, in the scheme, although it is now widely recognized
that. the problem  primary products arises more and more in terms of stabilisation
of markets and supplies. The imminence of the Multilateral Trade Negotiatious
and the actiong of worl being undertaken in various international‘formms makes it
inoprortune for the Community to abendon its earlim general principle of excluding in+
primary productu, Nevertheless it uwould be gdvisg'ile to awvoid an excessiWely dogméti~
attitndes on this point and not to refusc minor and prudent changes to the list ,
of proincte excluded. Faturally if the Community's hope that the Multilateral Trade
Herotiationas will provide the occaeion for achieving a better organisation of the
world markets for prlmavy productrs were agsin to be diseppointed, it would be ingvi-
tablv be necessary to reconsider the whole questlon of primary . products in terms

of trading condntlons or of flnanc1ng or even both.

Egmentially therefore the improvements in the Communiiy scheme will have to
be made on those categories of products which tho Community’s original offer to
Unectzd should be included, '

The Conmissinn therefore considers that the fellowing are the main

S
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areas for the improvement and adaptafion of the scheme in the periocd

1575-80.

(i) There must be increased efforts to help the poorest veneficiaries,
by enlarging the coverage of processed agricultural products, by increasing the
preferantial margins on these processed agricultursl products already ircluded

and by relaxation of the cut—off for industrial rrodncts subject to ceilings.

{ii) Purticular attention rould be paid to assisting the indusirialisation

programmes of regional economic groupinge.

(i) In view of the fact that genermalised preferences in many cases provide
the market element on which projects for cooperation with developing countries
are baSed, appropriate adapkations to the scheme may need to be introduced.

Any such adaptations should take account of the Community's supply requiremeuts,

(iv) Improvements in the industrial seétor - which miket preserve the unity
of the tariff and the free circulation of goods within the Community -~ will
have to take account of the desirability of sharing the bencfite equitably
among the beneficiaries. With regard to this last noint, experience will de-
monstrate the strengthes and weakneswses of the innovations made in 1975

and any necessary adaptations to them will then have to be introduced.

(v) Experience khows that a number of improvements could be made to

simplify the srretemsapplicd to tha various categories of products in the

industrial sector; (1)

o

om—

(1) The question of textiles requires separate mention because of the special
sensitivity of this industrial sector. The policy in this field remairs
broadly conditional upon the results of the bilateral negotiations currently
taking place under the Arrangement regarding the internatiord trade in
textiles. It will therefore only be possible to .decide on a rew arrangement
for generalised prefersnces for textiles, when in particular the outcome
of these negoiiations are known. But it seems probable that any new
arrangements for textilss will be based on the general charactieristics
of the present scheme,




o

(a) There ig no resd fto maintain for nor-seasitive produsts o oy #un
AT st R

of Eéilings wisdich is purel; theoratical since ceilings are not in fact cal-
culated or observed. Formal eguality of treatment for semi-sensitive and
non=-gensitive prodncts maZes no serse. The non-sensitive sector could be
enfiirelr erempt from cellings, suhject only to some appropriate machiners

to deal withk wnforcseen situctions.

(b) The systew of tariff quotas is no longer nececsary. All sensitive
and semi-sensitive products could be subjected to ceilings'with the differing
degree of sensitivity being reflected in Cifferent measures for curveillance

and admiristration.

(¢) The present, highly corplizated system for calculating ceilings could
be modified, Ixperierce has shown that global methods of calculation give
sinilar rasults. It would be better to have a more flexible, general syctem of
calculation, with perhaps certain exceptions where these are justifiec by the

existence of real problems.
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