4 July 1955

Il

DRAFT REPORT BY THE WORKING PARTY ON THE BEIGIAN 4AND
IUXEMBURG" RIQUESTS: FOR W..IVERS -

1, The Working Party, appointed by the Intersessional Committee on 24 June 1955,
has examined the requests by the Governments of Belgium and Luxemburg for waivers
of obligations under Article XI for specified agricultural products., The Working
Party has rcached the conclusion that it cannot at this time rcecommend to the
CONTRACTING P.RTIES that a waiver be granted to Belgium under the Docision of

the GONTRACTING PARTIES of 5 March 1955 and has thereforc decided to report to
the Intersessional Committee in accordance with paragraph lib) of its terms of
reference, Zﬁhe request by the Government of ILuxemburg ...47 The following

are the considerations which have led the Working Party to these conclusions.

I. THE BELGL.N REQUEST

2, The request by the Government of Belgium was submitted in document L/357
and 4ddendum 1}, In Addendum 2 the Belgian Government gives details of the
56 tariff items or part-items which would be subject to the waiver together
with supporting considerations and a description of the tariff and restrictive
systems in force. In response to requests by members of the Working Party the
Belgian delegation furnished additional information concerning agricultural and
commercial policy, the administration of import rcstrictions and the trading
errangements within the Benelux customs union, Members of the Working Party
were given copies of the Decision of 3 May 1955 by the Committee of Ministers
af Benelux on the harmonization of agricultural policies together with copics
of the Agriecultural Protocols of 9 May 1947 and 21 October 1950, In the light
of this information, the Working Party cxemined the request, as required by its
terms of reference, within the terms of the Decision of the CONTRACTING PARTIES
of 5 March 1955 and with refcerence to the agreed statements which had been
included in the report of the Rewiew Working Party which drafted the Decision
with thc intention that they should serve as a guidance to the CONTRACTING
ARTIES when called upon to act under the Decision, During the discussions, the
Belgian representative withdrew four of the items which had been included in the
request.

|

3. The Belgian Government's request for a waiver relates to restrictions on
imports from countries other than its partners in the Benelux customs union.
Generally lmports of agricultural products from The Netherlands are admitted

free of quota restriction as well as free of duty, but imports of some are

subject to minimum prices fixed in accordance with the Agricultural Protocol of

9 May 1947, The restrictions on foreign produce and the minimum price regulations
applied to imports from The Neotherlands are maintained in order to protect

Belgian agriculture which has a higher cost structure than that of neighbouring
countries. It is intended that the import restrictions and price regulations will
be maintained during a transition period in order to give Belgian farmers time
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to make adjustments whereby Belgian broduce will become competitive with that
of The Nethorlands and other countries, The Decision of 3 May 1955 of tho
Committec of Ministcrs of Benelux provides for the harmonization of agricultur
policies within scven years and a programmc of tho steps to be teken towards
this goal is to be cstablished annually,

4, The Working Party was informed by thec Belgian representative that all the
measurcs covered by the application had been in force since 1 January 1955 -
which is one of the rcquircments laid down in paragraph 2 (a) of the Decision
of the CONTRACTING P.LRTIES, Some of the rostrictions werc not actually appliod
on that date as they arc uscd to offord protcetion only during the scason of
production in Bolgium. Thce Belgian Government considors that the suddon remove
0f rcstrictions which have becen continuously or scasonally applicd would rcsult
in scrious injury to domestic producers of like products and that the maintonan
of thesc restrictions is nccessary to cnoble producers to make adjustments,
Some restrictions, on the other hand, have been "in force" only in the sonse
that the Government has the power to restrict imports at any time this may be
considercd nocessary. On some products no import limitations have beon applicl
for two years or morc, but the Goveurnront regards it as esscntial to tho
achicvement of the aims of its agricultural policy that it should bc able to
apply rcstrictions at any time in order to provent scerious injury. Tho- *
Working Party has not boen able to cxamine tho situation of each product in
rolation to the likcelihood of injury in the abscence of import restrictions,
[put agrees, in general, that Belgium agriculture has a good casc for opOClal
protcecetive measurcs during .a bricf transition por10d7

56 The réproscntative of Belgium statcd that it was necessary to put .forw-rd
this rcquest for a wnivor becausce of the Benclux customs union crrangements.
Belgium alonc could achieve its purposc in most cases by incréGascs in customs
duties, but sincc there is now a uniform tariff for the Benelux Union additioni]
tariff protection could not be given to Belgian agriculture:without at the snmw
time incrcasing tho dutics on imports into The Notherlands., The Working Party
agrocs that it would not be in the interests of the contracting partics gencrall
to sce the customs dutices for the whole”of'thc Benolux territory increascd.
Merbors of the Working Party cnquired whether subsidics could be usecd as an
altornative measurc, To this the represcentative of Belgium roplicd that assistd
0 agriculturc by mcans of subsidies would not be appropriatc for the products
1m cquestion, as it would be far too costly. He said the¢ Bclgian Government
erents subsidies to agricultural products only where large quantitics must
bs imported to supplcment domestic production, for cxample checsc; imports of
thc subsidizcd products arc then admitted without rcstriction.

Oa Thus far, it appcarcd to the Working Party that therc might be no great
difficulty in accommodating the roquest, at least for many of the products
concerncd, under the Decision of 5 March 1955, but some members were not |
satisficd that thorc is "a reason~ble nrospoct" - as requircd by paragraph 2 (e
of the Decision - Vof climinating the restrictions over a comparativoly short
poriod of time". For somc products thc Belgian Government, clecarly, can plan
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to remove the restrictions in the near future, but for many others it appears
unlikely that Belgian agriculturc can sufficiently increasc its efficiency to
be competitive with agriculturd in neighbouring countries within a short period.
Thec Bolgian representative acknowlodged that his Government had not as yet
formulated policies for promoting the cfficiency of agriculturc nor prepared a
programme for the rcmoval of the restrictions, In fact, under the Decision

of the Bericlux Ministers of 3 May 1955, the Belgian Government is accorded

a "probationary period" of ome year in which to work out the details of the

new policy and to adopt the appropriate legal measures. The Working Party
considers that the Belgian Government should furnish evidence that the climination
of the restrictions within a short period may be confidently expected before it
can recommend to the CONTRACTING PALRTIES that a waiver should be granted uunder
the Decision of 5 March 1955.

Te Members of the Working Party also cnquired about the undertaking, to

which the Belgian Govornment would be obligated, to grent to other contracting
parties "a fair and reasonable share of the market" for the products concerned
end "to allow imports representing a total share of the market as favourable
aslthat obtaining on the average during the preceding three years". Mocmbers
solicited information concerning the administration of the rostrictions in the
past and the Government's intentions for the future, but did not feel cortain
that Belgian policy was in all ways compatible with this undertaking, For
cxample, it appeared tox§ome members that a restriction which had not becen
applied during thc past two or three years but is to be rctained for application
in case of nced could not comply with the rcquirement that ‘"the total restrictive
cffect of the measure shall at no time ... cxceed the effcct offthe restriction
in force on 1 January 1955", It was suggestcd that a-situation in which
restrictions had not been applied recently but might be applied in the futurc
might, possibly, bc met by measures consistcent with the Genoral Agrcement. In
this connexion, thc provisions of .irticle XI and ArticleX;IX might be cxamincd,

.8+ ~ Thec rcquirement that the applicant. contracting party shall agrcc to
undertake to "carry out a policy for a progressive relaxation of each restriction
and for its -elimination" over a comparatively short period of timec was considercd
in the light of paragraph 89 of the Review wcrkipg\Party's roport setting down

en agrocd intcerpretation of paragreph i4.3(c) of thc Decision to the effect that
this does not noccessarily oblige the contracting party to "increasc automatically
cach year the amount to be imported" etc, The represcntative of Bolgium said
that his Government could accept this undertaking;n/the scopc of importation
would be broadencd whenever possible, though generally his Govornment would
prefer to procecd with the climination of the reostrictions by liborating products
when possible rather than by gradually increasing the amounts that could be
imported,

9. The Bcelgian represcentative said his Govcrnment was confidont that all of
the restrictions covered by the proposed waiver could be applicd in a non-
discriminatory manner, For many products, however, this question would not
arbse as therc are closed and open scasons, i,e. period of the year during which



no imports from countries.other thaq/The Netherlands arc permitted and other
~'peried when no restrictions arc applied.. Despitc thc assurancos mombers of th
Working Party Wero-conccrned-abouf'bertain aspects of Bolgian policy in relatiq
“'t6 the provisions of article XIII, They considerod that whon over practicable
cither a global quota should be fixed or quotas should be allocated tdypxportn*
countrics ‘on the basis of tradc in a represcntative period in accordance with
sko provision of .rticle-XIII, For a few products included in the application,
“mport s from countrics othor thon The Nethorlands are controlled in accordence
th-the toms of bilateral'trado‘agroenmﬁtso' Although further information
- wotld bo required before the Working Party fecould pass judgmont on this systonm,
some mombers cxpresscd doubt whether it could guarantec thet the administration
of ths rostrietions would bu compatibly with the provisions of .rtielc XIIIST4
Beleian represcentative stated that there is no state trqding:in any of the
products covered by his Government's rcquest and'that;fthereforo, the second
part or paragraph B.2 of thc Decision is not rolevant, i

.

10, The condition that a COﬁtractlng'garty to whom a waiver is granted 'shall
comminicate rcégularly "the total amount of the product the importation of which
will be authorized by it during the following liccnsing period' was fexamined
in the light. of paragraph 90 of the report of the Review Working Party, In
that: paragraph it is recognized that it may not always bec praéticable to annoum
in advance the quantity of imports that will be admittod,

11. - The Belgian reprcscntative agsurcd the Working Party thatyhis]Governnwnt
would readily undertake. to submid®annual rceports on progross’madq'ih the
rclaxation of restrictions, ctc,, a5 required by paragraph B.4 of the Decision,

i ~
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12. Whilc some members of the Working Party are prepared to procced with the
examination of Belgium's request with a view to recommending that the
COUNTRACTING PARTIES grant a waiver under the Decision of 5 March, a majority of
those who participated in the discussions believe that the conditions on which

a waiver can be granted within the terms of that Decision have not yet been mct.
In particular, these members consider that the Belgian Government has not pro-
vided evidence that there is a reuson: ble prospect of the restrictions being
climinated within -a short period. Moreover, there is the difficulty that the
Government of Belgium has asked for a waiver for sevon ycars whercas the maximum
. period allowed by the Decision ig five years.

13. Members of the Working Party are conscious of the fact that they were
appointed to examine the first application for a waiver under the so-called
hard-core Decision adopted at the Review Session, that probably other
applications will be submitted in 1956 and 1957, and that the Belgian Government
had to prepare its application without guidance from the CONTRACTING PARTIES as
to the kind of information they would require. It appears desirable that on
this first occasion, which will inevitably set a precedent for the treatment

of other applications, most careful attention should be devoted to the general
principles cmbodied in the Decision and to the basic considerations that should
govern the judgment of the CONTRACTING PARTI®S in taking action under the
Decision. Accordingly, the Working Party appends hercto a tabulation of the
mattcrs that should be investigated in connexion with each application for

a "hard-core'" waiver. The Working Party suggests that thc Intersessional
Committee should invite the Belgian Government to re-submit its application in
the manner proposed and should recommend to the CONTRACTING PARTIES that this
tabulation be adopted for use by any other contracting party which may wish

to make an application under the Decision of 5 lMarch.

14. llembers of the Working Party have cxpressed their keen appreciation of the
readiness of the Belgian represcntativesto answer all questions concerning the
restrictive measurces involved in their Government's request and to furnish
information on all aspects of Belgian policy. Nevertheless, members feel that
additional information is required before the CONTRACTING PARTIES can reach

a2 decision on the application. The points on which supplementary information
is required are also listed in the appondix to this report and the Working
Party hopces that this will be furnished when the application is rc-submitted.

15. With the concurrence of the rcpresentative of Belgium, the Working Party
proposcs that Belgium's application be re-submitted not later than 1 Septembor
and that it be considerced early in the Tenth Session. In dociding upon this
rccommendation, the Working Party is not unmindful of the statement by the
Belgian Government (document L/357) that it will wish to know the fate of ite
request before signing the protocols amending the General Agrcement. In vior
of the delay in dealing with its request the Belgian Government may ask for an
extension of the time limit for signing those protocols when it expires on

15 November., Finally, thc Working Party wishes to record its view that while
Belgium's application for a waiver is undor consideratiorn by the CONTRACTING
PARTIZS, no complaint under Article »{III concerning any of the import re-
strictions coversd by the Belgian requost would be considered under clause (a)
of paragraph 1 of that Articlc.



