6 July 1955

DRAFT REPORT BY THE WORKING PARTY ON THE
BELGIAN AND LUXEMBURG REQUESTS FOR WAI/&RS

4

dg The Working Party, appointed by the Intersessional Committee on 24 June
7°¥3, bk2s examined the rasqgrest by the .Governments of Belgium and Luxemburg ‘7
waavers ¢f obligations undex Article XI for specified agricultural and
Tisheries products, The Working: Party has reached the conclusion that it
cannot at this time submit a report to the CONTRACTING PARTIES on the Belig® ..
request and has therefore decided 5o rcport to the Intersessional Committes

in accordance with paragraph 1(b) of iis terms of reference. Ls for the
request by the Govermment of Luxemburg, the Working Party considers that thic
should be deferred and should be considered by the CONTRACTING PARTIES - along
with the Belgian request at the Tenth Session. The following are the conej-
derations which have led the Working Party to these conclusions,

I. THE BELGIAN REQUEST

2, The request by the Goverament of Belgium for & waiver from the obligeations
of Article XI was submitted in document 1/357 and Addendum 1., In Addendun 2
the Belgian Government gave details of the 56 tar:iff items or part-items to
which the request ra3iatcs together with supporting consiierations and a des-
cription of the tariff end restrictive systems in force. The Working Party
examined the request, as required by its termns of reference, within the terms
of the Decision of 5 March 1955, on problems raised for contracting parties in
2y iminating import restrictions maintained during a period of balance-of--
Daj.nents difficulties, and with refersnce to the agreeda statements which had
peen included in the report of the Review Working Party which drafted that
Dezision with the intention that they should serve as a guidance to the
JLUITIRACTING PARTIES when calleé upon to act under the Decision. In response
o0 equests by members of the Working Party the Belgian delegation furnished
orally additional information concerning agricultural and commevcial policy,
tie administration of import restrictions and the trading arrangements within
tae Benelux customs union. Members of the Working Party were given copies

57 the Decision o0f 3 May 1955 by the committee of Ministers of Benelux on thre
harmonization of agriculturel policies sogether with copies of the Agriculvura:.
Protocols of 9 May 1947 and 21 Octabear 1950, During the discussions, the
Belgian rerresentative withdrew four of the items which had been included in
the request, viz. tariff items 13 b 1, 24 2 2, 24 » an< 50 d 3.

3. The Belgian Government?s request for a walver relates to restrictions on
imports from countrics. other than its partnors in the Benelux customs union.
Generally imports of agricultural products from The Netherlands are admitted
freec of quota restriction as well as free of duty, but imports of many items

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

.of 9 May 1947. The Belgian representative explained that the restrictions on
‘foreign produce and the minimum price regulations -applied to imports from The

Netherlands are maintained in order to protect Belgian agriculture which has
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a high cost structure. It is intended that the. import restrictions and price
regulations will be maintained during a period of transition in order to alloy
time for adjustments to be made whereby Bolgian produce will become compotitiv
‘with that of The Nethorlands. ' The Decision of:3 May 1955 of the Committeo of
Ministors of Benclux provides for thc harmonization of agricultural pelicics
within seven ycars and a programmc of tho stcps to be taken towards this goal
is to be establlshod annually. :

4, The Working Party decided to mako a general exemination of tho provisiong
the Decision of 5 March in relation to tho Bolgian request,. and then to oxamine
the matter in dotail on. a pmd.uct—-b’yapmduct basis,

S -  The Work:Lng Party was informed by the Belgian representative -that—all the 1
measures covered by the applicatian_havebeen continuously in force since

L Junuary 1955 ~ which is one of the requirements laid down in-paragraph 2{s;
of the Decision of 5 March. The. Belgian Government considers that the
sudden removal of restrictions which have been continuously or seasonally
applicd would result in serious injury to domestic producers of like products
nd that the maintenance of these restrictions is necessary for adjustmonts
to be made. Some restrictions havo bean "in force" only in the sensSe that
tho Government has the powor to restrics imports at any time this may be con-
sidered necessary. On some products no import limitations have been’applied
for two ycars or more, but the Governmont regards it as essontial to the
achievement of the aims of its rgricultural policy that it should bo able to
“apply réstrictions on such produéts at-.any time in order to provent serious
injury. It was suggested that Bolgluwm mlgl:t vousider whethor this last type
~of- situation could be mot by recourse to Article XI:2(c) or Article XIX.

'The Working Party has not becen able to oxamino the situation of esach product
-in rolation to the likelihood of injury in the absence of import rostrictions,
and is of the opinion that it would be desirablc to obtain further irfcmmation
© from Bolgium regarding the cxtent of injury which would cventuate in each caso *‘
if-the restrictions currontly applied wero removcd &and also’ regardlng the

restrlctlons Whlch he ve not been apvliod rocently.

» 6.i The reprosontativo of Belgium stated that it was neceéssary to put forward

“this roguuat for a waiver becausc of the Benelux customs union drrangements.

- Belgium alono could 'achicve its purposc in most casos by incrcases in import
‘duties, but sinze thore is now a uniform tariff for the Benelux Union additional
tariff protecticn could not be given to Belgiom cgriculturc without at tho samc
time incrocosing sho duties on imports into The Neothorlands. The Working Party
c=rced that it wo:ld not be in the intorcsts of the contracting partios generall
o soe the import sutics for the wholo of the Bonolux territory inoreased.
Mombors of the Working Party onquired whethor subsidies.could be used as an
altornative measure., To this the representntive of Belgium roplied that
" nzsistanco to agriculturc. by means of subsidies would nct be. appropriate for the
" prcducts in question, as it would bé far too costly. Ho said tho Belgian
“ovornment granted subsidies to agricultural products where domestic productici
- supplied only a small part of naticnal requirements; for example chcoeso;
imports of thc subsidized products woull then be admitted without restriction.
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T The Working Party then considered whether there was "a reasonable prospect’ ..
as required by paragraph 2 (c) of the Decision - "of eliminating the restrictions
over a comperatively short period of time"., For some products, it was felt

_ that.the Belgian Government could plan to remove the restrictions in the near
fubture; butffor mny others it was not yet clear in the opinion of some members
that ‘Belgien agriculture could becoms competitive with agriculture in The
Nothorlands within a short period, The Belgian representative acknowledgod
that his Government had not as yet formulated policies for harmonizaing tho
usgrigulture of the two countries ror b -d- it prepared a programme focr the
removal of the restricticns, In faot, under the Decision of the Benelux
Ministers of 3 May 1955, the Belgian Government is accorded a "probationary
period"” of onc year in which to work out the dotails of the new policy and He

w adopt the appropriate legal measures. The Working Party considers that the

Belgian Government should furnish evidence that the elimination of thc re-

strictions within a short period is a reasonablo prospect, before the

CONTRACTING PARTIES can concur in their meintenance under the Decision of

5 March 1955.

B The reguirement thut the applicunt contructing party shall agree to wa=:-
take to "carry out a policy for a progressive relaxation of each restriction

and for its elimination™ over a comparatively short period was considered in

the light of paragraph 89 of the Revisw Working Party's Report setting out an
azreed interpretction of parasraph A.3(c) of she Decision to the effect that

this does not necesegarily oblige the contracting rrorty to "inexerce automatically
cach year the amount to be imported" ete. The represcuvchive of BCi tom ¢ *7
that his Govermment could accept this undertcking; the scope of importation
would be broadened whenever possible, though' generally his Government would
nrefer to proceed with the elimination of the restrictions by completely
liberuting products when possible rather than by gradually 1ncrea51ng the

~mounts that could be imported. i

Ga Members of the Working Party also cnquirad about the undertaking, to
thich the Belgien Govermment would be obligaited, to grant tc other contrncetir
prrtics "a fair cnd rcascnablo share of the markot™ for the prcducts concorr.oda
nd "be allow imports representing a total sharc of the merket as favour=ble
~s that obtrining cn the average during the procoding three years'. Mombers
~clicited information concerning the ac mnistration of the rustrictions in tho
ynst and tho Goverrmont's intentions for the futurc, but did nct feol cortain
that Belgian policy was in all ways compatible with this undertcking.

10, The Belgian representative said his Government was confidont that all of
vLic restrictions covercd by his Government's rcquest could be applied in a non
discriminetery menner. For many products, howover, this question would nct
arise as therc wore closed and open scasons, i.e. periods cf the yoccr during
which no imports from countrics othor than The Netherlands arc pormitted and
other periods when no rcstricticns arc applied. Despite these assuranccs,
scme members c¢f tho Working Party werc concorncd abcut certain aspects of
Bolgian policy in rclation tc the provisions of Articlo XIII. They considored
that, whenever procticable, eithor a global quota sheould be fixed or quotas




" should be, allceated tc cxporting countrics in accordance with the provisions cf
- Article XITI. For a few products included in tho application, imports from
countrios other than Tho Netherlands arc contrclled in accordance with tho
terms of bilateral trade agreements, Although further information would be
required before tho Working Party could form a judgment on this system, somec
members expressed. doubt whether the Belgian Government could guarantee that tig
administration of these restricticns would be ccmpatible with the provisicns of
Article XIIT, The Belgian reprcsentative stated that at present therc is ao
stete trading in any of the products covercd by his Government's request and
that, therefore, the scccnd part of paragraph B.2 cf thc Decisicn is not
relovant.

11, Tho conditiocn thot a contracting party to vhom a waiver is granted shall
communicate regulerly "the total amount of the product the importation of which
will bo autherized by it during the following licensing period" was oxamined
in tho light of paragraph 90 of the Report of the Reviow Working Party. In
that poragraph it is rccognizod that it mey not always be practicable to
cnncunce in advance tho quantity of imports that will be admitted.

12. The Belgian roprcsentative assurcd the Working Party that his Government
would recadily undertake tc submit annual reports on progress made in the
_relaxation of restrictions, etc., as required by paragraph B.4 of thec Decision,

13, At the conclusion of the Working Party's study some members would have be
willing to proceed with o view to rocor.ending concurrence by the CONTR..OTTNG
FARTIES in accordonce with the provisiorns of the Decision of 5 March., A
ma jority of -the members, however, felt that on the basis of tho informetion
before it the Working Party could nct determinc whether or nct such concurrenc.
should be recommended. In particular, thcsc members censidered that the
Bolgian Government had nct provided sufficicnt evidence that there is a rcascuc:
prospect of the restricticns boing eliminated within a short pcricd. Morcever,

“thore is the difficulty that the Govermment of Belgium has asked fcr a waiver o

': seven yvars whercas thco maximum period allowed by the Decisicn is five years. m

14. Members of thc Working Pmrty arc conscious of the fact that this is the
first occasion on which an annlication for 2 waiver has boen examined withir
the torms of tho sc-called hard-corc Decision adoptod at the Roview Cosuion.
Tho Belgisn Gevernment had applied for a waiver undor Article XXV and thercefusc
without reference to the provisions of that Decision, but even if it had applicé
for a concurrence under the Decision it would have had to prepare its applicctii
withcut detailed guidance frem the COLTRACTING PARTIES as to the kind of infox-
motion they would require. It appeared desirable that on this occ131on which
will inevitably set a prccodent for the treatment cf any other applications,
most careful attention should be devoted to the application of the genoral
principles embedicd in the Docision and tc the basic considerations what should
. govern the judgment of the CONTRACTING PARTTES in “aking oction undor the Decisl
Acccrdingly, the Working Party submits in scction A of the Annex tc this repors
a tebulation of the matters which in its opinion sheould be 1nvest;getod in
~ ccnnoxion with each application for a "hard-core" waiver. The Working Party
suggosts that the Intersessional Committoe should invito the Bolgian Government
+» submit informantion in the mannor proposed and should reccmmend to the




CONTRACTING PARTIES that this tabulation be adopted for use by any other
contracting party which may wish to make an application for approval to main-
tein restrictions in derogation of Articlc XI where a concurrence under the
Decision of 5 March is sought or where the terms of that Decision may be
relcvant.

15. Members of the Working Party have expressed thcoir keen appreciation of the
rendiness of the Belgian representatives to answer all questions concerning the
restrictive measures invclved in their Government's roquest and to furnish
information on all aspcets of Belgian policy. ' Nevertheless, members feel that
additional information is required before the CONTRACTING PARTIES een reach

a decision on the application. The points on which supplementary informetion
is required are listed in section B of the Annex to this Report. Morcover, iw
appoeared tc scme members that some of the restrictions in force might be judgoed
to fall within the scope of Article XI or XX of the General Agrcement and the
Belgian represcntative undertook to ccnsider this possibility.

16. With the concurrence of the representative of Belgium, the Working Party
proposes that the additional information should be furnished not latcr than

1 Sep tember and that the requcst be considered by the CONTRACTING PARTIES
early.in the Tenth Session. In deciding upon this recommendation, the Werking
Party is not unmindful of thc statement by the Belgian Government (document
1/357) that it will wish to know the fate of its request beferc signing the
Protocols amending the General Agreement. In view cf the postponement cf a
decision on its roquest the Belgian Government may ask for an extension of the
time limit for signing those Protocols when it expircs on 15 November.

17. Finally, the Working Party wishos to rocord its view that while Belgium's
application for a waiver is under consideration by the CONTR4ACTING PARTTIES, no
complaint under Article XXITII concerning any of the import restrictions coverecd
by the Belgian request should be considered under clausc (a) of paragraph 1
of that Article.

II. THE LUXEMBURG REQUEST

(To be distributed separately)
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ANNEX

QdESTIONNAIRE IN RUTATION 'TO EaCH ITHI INCLUDED IN

AN APPTICATION UNDER THE DECISION OF 5 MARCH 1955

‘1. - Product.

2., Tariff item number.

B —

ii

3. Provisions of tariff:-
(i) Rate of duty;
ii) Whetlter duvy bound under the General Agreement;
i3\

(

Any special featurss relating to the administration of
the tariff item, such a2s seasonal rates, teriff quotas, esc.

4. Nature of the quantitative import restriction, with appropriate
detail:

(i) Whether the restriztion takes the form of a complete
prohibition, a seasonal prohibition, « guota system or
a licensingz arrangsmeiit .

(i1) If a seasonal prohibition, the periods during which im-
ports are (a) admitted from all supplying countries,
(b) admitted from some supplying countries only, and
(c) prohibited entirely or admitted only under special
permission;

(iii) If quotas or import licences are not available fur all
suprlying countries, the basis for establishiny q-~tas
and granting licences:

(iv) The size and allocation of guotas;

. (v) Method of determining and administering quotas or

licences, including the rdle or any advisory or other

omirpittees that may exist.

5. The reasons whv it is considered necesszry to maintein the re-
striction and the considsrations that ccuse the restriction to take its
particular form.

6. The date of imposition of the restriction.

7. Statistics of imports (by sources of supply), exports and national
production during snclh »f the last three years.

8, The period required for the cew;. =~ memoval of the restrin. ;..

9, The likely effect of the sudden and complete removal of the
restriction.
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10. Method of adjustment to enable such effect to be avoided and pro-
spective time-teble for such adjustment.

11. Policy for progressive relaxation of the restriction,

12. Alternative measures and reasons why resort to them is considered
impracticable: (a) higher tariffs; (b) seasonal tariffs; (c) subsidies
(d) other measures (including, where appropriate, the invocation of
articles of the General sgreement allowing for departure from the rule
of wrticle XI:1 in special circumstances).

13. Undertaking to grant other contracting parties a fair and reasonable
share of the market: amount of market to be assured to these other
parties and method of determining amount; method whereby administraticn
of the restrictions will be adjusted if necessary to comply with this
undertaking. ¢

14, Undertaking of non-discrimination: method whereby administration o

the restriction will be adjusted if necessary to comply with this under-
toking.

QUESTIONS RELATING TO THE BEIGIAN REQUEST

Pré-Union of 15 Octcbar 1949 (Annex 4 Chapter 1) referred to in article 7

L, 1/357 refers to a revier of she restrictions which will be maintainad
by the Belzion Government. are there any quantitative restrictions or
imports of any agricultural or fishery itams other than those listed in
1/357/4dd.2? 1f so, what are they and what are the Belgian Government's
intentions in regard to them? Does the Belgian Government propose to
release immediatelythe items which were withdrawn from L/357/Add 2 during
the discussions in the Working Party?

2 Whet are the obligations Belclum has undertaken in Benelux as
regards imposition of tariffs or quantitative restrictions against third «
parties and the granting of preferences to The Netherlands? The rep.r
should be accompanied by relevant documents, including L'accord de

of the Protocol of 21 October 19507

3. The Protocol of 21 October 1950 requires Belgium, so long as it
retains products on List ., to impose restrictions on imports of those
products from third countries. Is not this requirement qualified by
Belgium's obligations under the General agrecment?

4, What would be the objections from the point of view of (a) Belgium,
(b) The Netherlands to replacing Belgium's quantitative restrictions on
imports from third countries by special duties, taxes de licence or
other charges on imports from third countries into Belgium not chargeable
on similar imports into The Netherlands?  Would the objection be the sam
in the case of List A itcms and other items? Does the Customs Union pro-
vide for the imposition of such charges in any circumstances?

5. tht is the history of the policy for establishing free exchange cf
agricultural products withirn Bepclux? Whaot success in this policy hos
been achieved toc date?
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6. Will‘the Belgian Government describe the various means available ©o

. it and/or to the Netherlands Government for attaining & cotffion level or

agricultural prices and give as much indlsation as possible of the mears
ihich aye likely to be adopted?

7. How is it expected that the policy of harmonization will dffedt tho
relation of Bonelux costs to those of &ther countries?

8. It is noted from statement -of the Belgian delegation that Belgium in-
tends to reduce the restrictions by eliminating them product by product
vather than by a progressive relaxatioh of ea¢h restriction. Could the
Belgian Government givo o more pre¢ise indication than hitherto of the
time by whiceh it is hoped to remove the restrictions at any rate on somc
of the products?

9. It is noted that for a number of itvems, particularly fish and certain
horticultural items, imports from Ihe Netherlands are not regulated either
by minimum prices or any other arrangemen“s. In regard to certain of
these items, the Belgian delegation has already indicated that it might be
possible for restrictions to be abandoned -~omparatively soon. Could %he
Belgian Govermment give an indication of when and on what conditions thoy
might hope to eliminate, or at any rate to start on substantial reduction
of, the restrictions? What are the obstacles which stand in the woy? 0o
they include tre need for consultation or zo-ordination of action witi

The Netherlands?

+u. wouid the Belgien Govermment prov-ée further information concerning
the Benelux fgreement of 3 Moy 1955, including information as to the exient
to which action has been teken under that asgreement by the Belgian
Govermment, the naturs cf the proposed Agricultural Fund, whether there is
provision in the Agreement to deal with the restrictions should it not be
possible to harmonize agricultural policies completely within seven years
and whether there is provision in the Agreement concerning the
liberalization of imports of any particular products and, i’ so, the
nature of such products.

11. In answering the questionnaire set out in Section A of this Annex,
wlll the Belgian Government:

(a) 1in answering question 4, provide separate information for the
restrictions on imports from The Ne“herlands and from other
suppliers?

(b) in enswering question 5, provide information to explain the
reasons for any difference between the treatment accorded to iin-
ports from The Netherlandis and imports from other sountries?

(¢} in answering question 7, show the extent to which the demand in
the BIEU is normally met by imports from The Netherlands and
other countries: zive separate production statistics for
BLEU and The Netherlands?

(d) 1in answering question 8, in cases where a difference in costs
between the BLEU and The Nethcrlands is the basic reason for
the restriction, provide an indicatiun of the cost difference?



