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REPORT OF THE WORKING PARTY ON CTI' ON CITRUS FRUIT

LD 1n LA A T

1. The Working Party was establlshed by the Council at its meetlng on

10 September 1969 to examine the request by the European Economic Communi ty for a
waiver from its obligations under Article I of the General Agreement in-order to
‘reduce the customs duties in respect of certain citrus fruit criginating from Israel
and Spain and to report to tne Council.

2: The Wbrklng Party met on 24-25 September, 3. 4 and 28 November 106c under the
chairmanship of Mr. J.E. Larsen (Denmark) ‘

3. The Working Party had before it the request by the European Economic Community

for a waiver of obligations under Article XXV:5 (Annex I hereto). In the course of

its deliberations, two further documents were submitted: a note by the Gommission of
the Buropean Communities on the system governing the importation of citrus fruit into
the European Economic Community (fnnex II hereto), and a statement by the United States
on the trade impact of the system ouillned by the Comm1331on of the muropean

Communities (Annex III hereto).

4. The deliberations of the Working Party showed that there was a distinct divergence
of views between the European Ecconomic Community on the one hand, and the. great
majority of the non-beneficiaries who took part in the discussion on the other. The
differences in opinion related to the question whether the import régime and the
preferential tariff treatment it included would have an effect on the trade of third
countries, as well as to the prejudicial effect such preferences would have- for the
integrity of the General Agreement. The non-beneficiary citrus-producing third
countries held the view that their trade interests, both on a short.--term and cn a
long-~term basis would suffer. They, together with most members of the Working Party,
did not consider the reasons given by the European Economic Community in defence of -
the application to be sufi'iciently weighty to justify the granting of the waiver for
which the Communlty had applied. .

5. 1In these 01rcumstances the Wbrklng Party did not endeavour to prevare the draft
text of a waiver. The report therefore limits itself to setting out the facts of
the case as well as the views expressed on trade offects, legality, and principle.

T .72 s e e

‘6. The representatlve of the European Economic Communlty Justified’the system of

prics disciplins comprising a 40 per cent tariff reduction on Israeli and Spanish

citrus fruit imports in terms of the application of a similar system with an 80 ver cent
reduction, introduced on 1 September for citrus fruit imports from Morocco and Tunisia
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to replace the adventages which the latter countries enjoyed in the French
market. In view of the fact that the preference granted to Morocco and Tunisia
was subject to price discipline, this system of ccnditional preference could not
overate in respect of those twe countries unless the Community's other two

major suppliers for the same marketing period came under the same discipline.-
The 40 per cent reduction in the Common Customs Tariff on Spanish and Israeli
citrus fruit therefors tended tovards a two-fold objective, namely by:-bringing
those countries into the price discipline system to enable the system to function
and thereby to ensure market stabilizetion at remunerative prices which would be
beneficial to other marginal suppliers as well. By according tc all four '
countriss preferential treatment conditioned by a system of price discipline,

the Buropean Economic Community hoped to have fulfilled its obligations to
Mcrocco and Tunisie without adversely affecting th: interests of other suppliers,
while at the same time contributing to price stabilization in the Mediterranean
basin and thereby in the citrus fruit market in general. ‘ R

7. ° The represzntative of the European Economic Commﬁnity'further stressed the"
importance of bringing Israel and Spain into the system of price discipline, and
consequently the conditional preference system, because, along with Morocco and
Tunisia, they were part of the Mediterranean expoert market vhere analogous
production and marketing conditicns existed. The four Denéficiaries exported
most of their oranges to the Community during the winter period when they
accounted. for 95 per cent of the market, while other suppliers exported to the
Community mostly during the swmer period when they accounted for most of the
‘markest. C oo : : - ' : ' :
8. ~The system.was seen by the Community as essentially a pragmatic solution to-
the problems before the Community, designed to compensate beneficiaries without
harming the trade interest of other suppliers. : >

9. - The renresentative of the European Economic Community said that the advantage
of the system wes that it induced the countries benefiting from it to adhere to a
trade discipline which stabilized prices and thereby indirectly benefited third
country suppliers. Preferential treatment for beneficiaries was conditional uvpon
their réspceting, during the period when referencs prices vere in effect, a minimum
offer price which was considerably higher than the reference prices applicable to
all exporters to the Community; otherwise they would lose their preference and b-
treated like all third countries. :

10. The ropresentative of the Europsan Economic Community considered therzfore
that the system was basically & finasnicial travsfer from the Community to the
beneficiaries rather than a trade advantage. To that extent the request for a
waiver from the provisions of Article I was motivated essentially by reasons of a
formal nature. Moreover, sinc: the minimum offer price for beneficiaries was
considerably higher than the referance pricc epplied to other suppliers, the system
gave the latter a sizeable trade margin over the former.
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11. The reference prlce system for lemOﬁs was 2pplied throughout the year. For
other citrus fruit reference prices were applied for certain periods of the year
(see page. 4 of ALnnex II) For oranges reference prices were applied during that
period of. the year when beneficiaries constituted =lmost ths only exporters; for
that period of the year when refercace prices were not applicd, tradltlonally high
market prices precluded ary danger of price collupae.

12 ‘In order to fa0111nate “the Workll" Party's understanding and appreciation of
the operation of the system and the reasons underlying. it, the Commission of the
Furopean Communities circulated an explanatory note to meﬂbers which is attached

hereto in Annex II

13. Tne reprcsentatlves of Israzl and Spain explained their respective situations
to the Working Party. Isrdel and Spain together supplied 50 per cent of all
oranges 1mported by the Iuropean iconomic Community. The 40 per cent tariff
reduction which had been unilaterally sranted by the Community to Israel and Spain
was only & partial compensation for the preferential treatment given to Morocco
and Tunisia cnd it required respecting a rigid price mechanism. The representative
of Israel said that the 40 per cent reduction could only properly be exemined after,
and in the light of, the preferences for Morocco and Tunisiz. Fresh citrus fruits
were Israel's most meoruqnt net currency ecarner and 44 per cent of her total
exports of these products went to the Community. Israel's position was difficult
enough since 70 per cent of her citrus exports wers sold to member countries of
the Zuropean Economic Community whose duties for these products had undergone an
absolute increase with the esteblishment of the Cormon Tariff. Regarding Spain,

75 per cent of its citrus fruit exports went to the Community and these had a
yearly value. of US$140 million to US%150 millicn. It was important to notc that
the Community exported to Spain three times thu value of what it imported from

Spaln

14. Following the explanatory statements by the rcprbSLntuthUSCﬁ‘thu European
Economic Commmnity, Israel and up”iﬁs members of the Working Party discussed the
system at lcngth.

15. Some members said they were unable to sec how third country suppliers could
p0351bly bonefit from preferences granted to other suppliers. Preferences would
serve as 2 incentive to beneficiary countries to scll mors citrus fruit to the
Comnunity cad to increase new plantings in the nenr future. Access to the market
for third country suppliers would therefore diminish and that would mean that the
benefit from price stebilization would also be reduced. In any case, most members
who spoko. during the mecting did not see why coutracting parties supplylng citrus
fruit to the Community should benefit only indircetly from proferential reductions
of tariffs that were bound in GATT and that hed been paid for in previous
negotiations. In this connexion, the representative of the Huropean Economic
Community stated that the direct benefits resulting from the bound duties were not
in any way brought inte question; on tho contrnry, in addition to the direct
beriefit there wae to be the indirect benefit accruing to other suppliers as a
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result of the stabilization and valorization system. The United Stateés
representgt*ve did not accept the observation of the Community representatlve
either with-respect to the retention of dlrect beneflts of the ‘GATT blndlng or ‘the

receipt of 1nd1rebt benefits.

16. Somé members pointed out that preference beneficiaries were free to forego
the preferential reductions and the attached minimum price discipline system if it
proved advantegeous to do so. Therefore, beneficiaries could choose between two
alternatives and could thereby offer better contract terms to importers than third:
¢ountry suppliers. The representative of the Kuropean Economic Communlty agreed
that while this was theoretically p0s51ble, the system was precisely intended to.
encourzge preference beneficiaries to maximize prices of their products and
stabilize the market. One could not believe that it would be in the interest of
beneficiaries-to start a price war since it would mean abandoning the financial
transfer involved in the preferences. Demand for citrus fruit was very inelastic
in the Community, and the Mediterranean countries regularly co~ordindted their
sales pollcles so as not to saturate the market.

17. Concerning the concrete trade effects of the preferences on third country
exporters to the Eurcpean Zconomic Community, the representatives of these
countriecs and the representative of the Community had diverzent opinions. The
former szid important volumes of their citrus exports to the Community would be
affected. - The representative of the Community, on the other hand, said that the
exports of third countries that could be affected would not be above US$l0 million

to US$20 million in the most unfavourable 01rﬂumstances

18. With reference to the explan;tory note from the Commission of the European
Communitiss on the system governing the importation cof citrus fruit from third
countries into the European Economic Community (Ammex II), the representative of
the United States mode a statement on the trade impact of the system on his
country and other third country exporters (attached hereto in Annex III).

19. One member said that the price discipline system was no guarantee that no
third country suppliers would be harmed. His country's prices for citrus fruits
were usually above -Community reference prices and certainly not below the prices '
offersd by preference beneficiaries. Therefore, the trade effects of the
preference would be important; a slight rise in the prices of his country's citrus
fruit could render them uncompetitive vis-d-vis preferentially taxed oranges.

20. One member said that taking into consideration that the citrus fruit market
had been very competitive in the past few years and that marketing costs were
high, it would be reasonable to predict that smll reductions in gross selling
prices would result in proporticnately much zreater effects on the net payment to
the producer. Consequently, there was cause for concern when the competitive
conditions in the market were being weighted in favour of preference beneficiaries.
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R1l.: .Some-. nembers’ sald that since the uommu41ty was a large morket the commur01al
measures: taken there would: necessarily have unSuablllZlP offucts on other merkets.
For examplé, this would bé the case if'a rise in citrus fruit prices and & -decrease
‘in consumption in:the uommunlty forced prefurCQCu ben sficiaries to dlvert thelr '
exports to non—trudltwonml mwrkets. -

22 It Was thg opinion of four members that their c1trus fruit cxports to the
Communlty overlapped in an 1mportant way during the raference price period with
those from Israel and Spain and would therefore suffer dircctly and immediately
from the discriminatory treatment zivén to the latter. IMoreover, some Israeli and’
Spanlsh citrus. exports coincided with those from third country suppliers.-during
periods when the price roference system was not in forcej; during this: .period the
preferential tariff reductions would dlrectly confcr prlcu advanta es to Spanish

and Israeli oraﬁges.

23. The represbnta+1ve of the Ebropcan Economic Community ugrc‘d that the system
was not perfect and that, theoretically, certain problems could arise. - However,
the system was a pragmutlc approach to.the problem the Commnity had to deal with
and it was soundly based on a careful study of trade trends and past experience in
the market. Eighty per cent: of orange exports frem Israsl and Spaln tc the
Community took place during the period when reference pri..s were in force and
during:the rest. of the year they were marginal suppliers with the exception of the
month of November when prices for the last three years were well above those offered
‘when reference prices werc in effect. Nevertheless, if problems of disequilibrium
‘were to arise, the Community would bz compelled to seck an appropriate solution.
Provisions to this effect could be included in the terms of the waiver being
requested. '

General con51dcratlors

247 Thc rgpresentatlvo of the: ZMropch; Economic Communvty stressed the nece351tv
of granting ‘tariff preferenccs to Isrzel and Spain in order to maintain balanced
and compctltlve conditions in the Mediterransan oren and the traditionzl currents
of trade in products forming such a vital part of the export cornings of the two
countries. The Commmunity itself would not obtain any benefits of a trade pollcy
nature from such measures, which were purely unilateral in character. In fact, a
financial .transfer was taking placc in favour of the two countries. In.all~other
cases where requests for waivers had boen exanined; contracting perties had dealt
with them on the merits of each case and he cautioned mgalnst the danger of a
-departure -Trom-that course in the future. ~ The uomnunlty would certainly be-willing.

as other countries who had obtained waivers, to follew the usutl procedure of
consultations if serious repercussions werc folt, ond te held rcgular reviews in
order .to cnsure that the balance of rizhts and obligations under the General
Agreement was not upsct in any way.
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25. Mbst membcrs of the’ Worklnv Purty, however, considered that the prefercnces
Jin: questlon were not necessary. Both Israel and Spain were highly efficient
producers and were planning to expand their production considerably. To exclude

a very limited number of countrles, which were traditional sappllers and which had
even ncgotisted tariff bindings in return for their own concessions, was not
compatible with the basic principles of equality in treatment embodied in the
General figrecment. The argument that the Community had a speczal responsmblllty
for malntalnlng economic stability in the Meditarranean area bore no relationship
with the multilateral obligations of the Comunity member countries as . parties to
the General Agreement. Moreover, the acceptance of this argument would imply the
recognition of a discriminatory policy extremely preJudlnlal for developing '
countries which had important traditional commercial ties with the Commmnity and
which did not belong to the Mediterranean arez. Some countries pointed out that
should this contention by the Commmnity be accepted, the network of selective,
regional preferences could Jed to the establishment of spheres of .influence around
the preference-granting countries. Bilateralism in the field of tariffs would be
the result of such.a deviation and Article I on most-favoured-nation treatment,
which formed the cornerstone of the General Agreement, would be most seriously
weakened. The economic and political repercussion of the preferences under
examination should not be underestimeted. The consequences of selective preferences
for the implementation of a system of generalized preferences which was conceived
in order to introduce uniformity in the field of preferences should also be taken
into account. The association agresments, as well as the problem presently being
examined, had demonstrated the urgent need for the CONTRACTING PARTIES to establish
rules guiding the introduction of praferences on a-general non-discriminatory basis

for all developlng countrles.

26, Some mcmbers stated that the interest of developing countries in the ,
maintenance of non-discriminatory multilaterzl trade should far outweigh the benefits
resulting from a few selected prefererces. It would be safer for the two countries
concerned if a cvursc was adopted compatible with GATT, i.c. the extension of the
tariff cuts on a multilateral basis. Should trade damage ¢ inflicted on the two
countries, then the matter could bo reviewed in this light. ,

27. Some representatives were under the 1mpre331on that if the preferences had
been extended to 2ll developing countries in a non-discriminatory manner, their
governments might have considered nrantlnb their support to the application by the
European fconomic Community for a woiver.

A A A

_28.  Represcntatives of several countries assertod that the roquest by the- Buropean
Ecqpomlc Commuaity could not be seon in isolation. The Cormmunity had signed
important association agreements and were currently negotiating preferential
‘arrangements with other countries. The possibility that still other countries, or
groups of countrics, would want tc nogotiatc similar discriminatory agreements
which would be harmful to the interests of other contracting parties could not be

overlocked.
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29. Members of the Working Party regretted that the prcf»rences had been put 1nto
force on 1 Septejbcr w1thout waiting for the outcome of the examination by GATT of
the 1ppllcatlon for a.waiver. They p01nted out that such an early introduction of
‘pruferenceq created de fﬂcto 51tu3t10n‘whlch was w1thout preccdent «
,30. Representatlves of certain daveloplng countrles upprec1%tpd thu efforts of the
EEC to stabilize market conditions for citrus fruits. At the same time, however,
thuy bellevcd that sta blllzatlon should take plhce at a world-wide level.

31L. Whlle supportlﬁg the 1dea of ornanlzlng the Mbdlterraneﬂv xet and the
maximizing of prices for citrus fru1ts, one member of the: Work¢ng Party stated
that it seemed to him that this aim could be rcalized through o non~preferential
system. One could, for example, in the case of oranges limit the application of
the system cf price discipline and reduced dutics to the period of the year
particularly important for Mediterranean producers. The conditional reduction
wollld then be accorded to all exporting couatries. In this way, it would be
possible to rospect the prineiple of the most-favoured-nation clause, to
sufflclcntly crganize the market and limit the financial transfer to third countries
to reasonable dimensions. With regard to lemons, this member of the Working Party
considered that preferences could not be justified by thc existence of association
agreements with Morocco and: Tunisia since the two countries exported only
negligible quantitics to the market of the Community. Furthermore, unlike in the
case of oranges, one could not speck-of a regional and secasonal market. For that
reason, the organization.of the market should preferakly be sought through co-
operation with the principnl suppliers. Some members con51derud that these
suggestions were worth further considerution.

32.. One member of the Working Party could not understand why his country, which
was a member of the isscciation of Mediterrancan Citrus Growers and which was
during a part of the year the main supplier of lemons %o the Cormunity and also an
exporter of oranges, should be excluded from the prefersnce system. The :
representative of the Iuropean Econcmic Community stﬂtcd that they would cxamlne

this particular case.

33. The rcpresentative of the Buropean Econcmic Ceommunity scid that an extension
of the tariff cuts on a most-favoured-nation basis would lead to financial trans-
fers in a2 way that would not be justified. 1 world-wide stobilization arrangement
would be welcomed, but the Community could not be expected to assume the sole
responsibility, and meanwhile the bomwunity s intention had been to solve the

problems with which it was-confronted and which constivuted in his- opinion -
exceptional circumstonces in the sense of Articlc XXV:5. With regard to the
objections raised agninst regional preference systems, he maintcined that a gonoral
discission of the mertis or demerits of such systems fell outsidc the terms ofr
refercnce of the Working Party which should not deviate from the methods of work
which the CONTRACTING PLRTIES had always used up to now when zranting waivers. The
representative of the Community also recalled that there was o link between the
prefersnces in favour of Israel and Spain and the Lgreements of Lssociation with
Moroceco and Tunisia.
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34.. Some members considered that it would be premature to take a final positicn
with regard to the preferences until the association agrecments with Tunisia and
Morocco had been examined in GATT. Others, howevér, argued that the Working
Party should consider on its own merits the case before it.
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ANNEX T
-/ 4
Request by the Buropoan fconomic Cemmunity for
a Waiver of QOblizations undor &drticle XXV:5

I have the honour to inform you that EIC proposes to apply o reduction of
40 per ccat of the customs duties under the Common Tariff in respect of certain
citrus fruits from Isracl and Spain. The citrus fruits in quostion are these
listed ‘under tariff headings ex 08.02 Ay ©X 08.02 B and ex 0g€.02 C.

Durlnb thc perlod of appl*catlon of o réference price ia the Community, the
beneth of ' the tarlff.ryductlon is subject to a minimum offer price highur than

suvh rﬁfprﬁacc price

The motive undprly¢n9 this arranacment is the need to maintain balanced
competitive conditions cnd to try to stabilize the citrus fruit market in the
‘Mediterrancan area; other Comnanlty suppliers should benefit indirectly. In view
of the purpose intended, namely to stabilize the morket, the Community considers
it essenticl -that these provisidns should come into force simultancously with the
1mplemgnt~t¢on of the’ “greumknts ost bllshlng an Association between EEC and

Moroceo and Tunisia.

I should thpruforu‘buvgratcfu¢ if you would kindly inform the GONTRACTING
PARTIES of this rcgquest by the Comanlty for authcrization to waive the most-
favoured-nation clause (irticle I) in wirtue of riticle XXV:5. ‘
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ANIEX IT

Systen Governinz the Tuportation of Citrus Fruit
into the Buropean iconomic Community ’

. Under Article 11, paragraph 2, of Regulation No. 23 (0.J. No. 20 of

20 April 1962), as amerded by Regulation No. 65/65/EEC (0.J. No. 86, 20 May 1965),
reference prices applicable to the whole Community may be fixed annually for all
ruit and vegetatles, the market for which is organized in common in this sector.
Referzancs prices for citrus fruit, in particular, are in fact fixed annually.

~ The reference price of a given product is equal to the arithmetic mean of the
production prices in each Member State (taken over the three years prior to the date
on which the reference price is fixed), this:.mean being increased to take account of
merketing charges. It should be noted that the production prices. of Member States
are based on the representative markets situated in the producticn zones in which
prices are lowest and that the amount fixed to cover marketing costs is intended to
bring the reference price and the price of products imported from third countries at
the same marketing =tage into line. ‘ ‘ .

The Comnission also fixes an entry price for each product imported from a third
couztry, ~n the basis of the average prices on the representative import markets for
the product in quection frem a given country of origin, selecting the lowest of
thave prices and deducting the customs duties as set down in the Common Tariff,

S

othsr import taxes and transport charges™ from those markets to the Community's
frontier posts.

When the entry price for a given product is lower than the reference price, a
countervailing charge equivalent to the difference between the two prices is levied
cin Importation. '

: Yan ali-in transport cost 1s calculated in accordance with the provisions of
Fegilation No. 163/65/EEC (0.J. No. 200 of 20 November 1965).
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It should be pointed out that this SJstem also zpplies to imporis of citrus
fruit from countries;which enjoy preferential treatment. with regard to such
products, 1nclud1ng more partlcularls bparn and.lsrael. :

: Furthermore, the Qreferential treatment accorded to tnese couﬁtrles by the
-Community -is conditional upon their respecting a minimumr offer. price con31derab1y
highep than the reference price. When reference prices™ ‘are agpplied this offer
Agr:z.c:e‘e -mst, after deduction of transport costs arnd import taxes other than
custons dutles, be equal to or higher than the reference.price plus the duties
chargeable under ‘the Common:Tariff on this reference price (i.e. 20 per cent of
the reference price) and a.fixed charge of 1.20. AU per quintal.. If the
countries in question offer their products at a price:lower than this mdinimum
they are treated like all other third countries, and full customs duties under
the Common Tariff, in addition to the countervalllng charge, where applicable,
are, lev1ed on their. lmporbs.: . ‘

The advantage of thls system is *hat .1t compels the countrles benefitlng ‘
from it to adhere to. a trade discipline which enables a price collapse to be
avoided. In view of the percentage of the Community's total supplies accounted
for by these countrles, it will be clear that other suppliers can but benefit
from the system, since the prices of their products are stabilized in the
absence of. any threat to market prices from the large suppliers. It would
therefore be true to say that this system, far from being detrimental to the
countries to.which it is not applicable, 1s to a large extent beneficial to
“them. - This is even more so because as the attached sample calculation shows;,
it gives them a sizeable trade margin over the countries whose prices are -
subject to this system because of the gap between the prices at which such
countries must offer their goods in order to benefit from preferential treatment
and the price at which other countries may offer theirs without having to pay the
countervaillng charge. ‘

In this respect it should be noted that reference prices are applicable
during those periods of the year when the supply on the markets of the Community
is highest and when there is consequently a danger of a price collapse. When the
reference prices are not in forece, market prices preclude this danger. S

Lastly, it should be pointed out that the condltlonal preference system set
up by the Community is that best suited to the problems which the Community had
to solve and to the interests of its citrus fruit suppliers. The Community had
"to compensate Morocco and Tunlsla for the loss of the advantages which they had

1F'er sweet oranges . 1 December to 30 April
For mandarines, satsumas, clementlnes, - .

tangerines etc. 1 November to end Februsry
For lemons : Throughout the year

The offer price is, of course, that which is current on the above-
mentioned representative markets of the Community.'
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~prev:|.ously enjoyed on the French market before the establishment of the
Comminity. In this context, the problem of citrus fruit could obviously mot be
overlooked having regard to its importance for the countries in question. Under
these circumstances the Community considered that the conditional preference
which it granted to these countries was the only system capable of providing
adequate compensetion for those concerned while not inflicting losses on the
Community's citrus fruit producers or harming the trading interests of other
suppliers, as has been shown, and thereby, in the final analysis, best conform:.ng
to the spirit of the General Agreement. The system is rea_lly more of a :
financial transfer from the Community to the two countries in question than a
trade advantage which would be almost totally abliterated by the existing -
conditions. And it was because the system provided for both price maintenance and
financial transfer tha'b Moroceo and Tum.s:.a have felt it to be advantageous. S

This system could nm:., bowever, work unless the Connnunlty. 8 main supp:l.ters 3
Israel and Spain, were also associated with it and thus subject to the price
‘system. In the absence of such a system these countries would, by taking:
advantage of the trade margin which they would have had, have been able. e:..'bher to
capture the market cr to force Morocco and Tunisia to bring their prices into-
line, which would have caused them to lose their tariff preference.

In view of these several cons:LderatJ.ons s the Gommum.ty feels justified in
concluding that it has-solved the problems before it by meeting to the greatest
possible extent the interests of all parties concerned, including third
countries which supplied citrus_fruit and were not included in the conditional

preference system.
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For the sake of clarity, the brief account given above did not touch on the
problem of adaptation coefficients for, in so far as théy are simply a means of
applying the reference price system and are therefore applicable to all imports
regardless . of their. origin, they can in no way increase or reduce the preference
granted to certain countries. :

Adeptation coefficients are intended to put the prices of imported products

cn a comparable footing with those of products originating within the Community
for which reference prices are fixed.

A'

Teriff system

Common Tariff duties
(1) heading 08.02 & ‘

I.” Fresh sweet oranges
(a) from 1. April to

15 October 15% (bound)

(v) from 16 October
to 31 March 20%
II. Others |
(a) from 1 April to
15 October 15% (bound)
(b) from 16 October
to 31 Marc 20%

(2) heading 08.02 B
Mandarines and satsumas;
clementines, tangerines
and other similar citrus
hybrids S 20%
(3) heading 08.02 G

Lemons 8%

CITRUS FRUIT IMPORT SYSTEM
| | B.

Periods of application
of reference prices

from 1 December
to 30 April

from 1 November

tc end Fobruary

throughout the year
(June-May) -
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SAMPLE CALCULATION
(Working hypothecis based on figures for the 1968-1969 season)
A. Price reference system : S _|B. Conventional price system
Basic data : B
- reference price . . .17, AU/100 kg.,

- transport costs .. 0
duty paid by third countries (20%) 2
preferential duties (12%) 1.

2

.“

other taxes {14%) on product ‘
cleared "hrougn customs: v

other taxes (14%) on product

..-preferentially cleared through
eus#:oms 2,04 .

(2) Wholesale pric'e = 20.35 £U/100 kg. | (b) Wholesale price = 22.04 AU/100 kg.

- in order nct to be subject = in order to benefit from
- to the countervailing charge, the tariff reduction the
the entry price of the ’ wholesale price less
product must be higher than . - trangport costs and taxes
or equal to the reference other than customs duty
“‘price (17 AU) , - must be equal to or higher

than 17 AU (reference price)
+ 3.40 (full Common Tariff
on this price) + 1.20

(safety margin) ice. 21,60

Yholesale price == 20.3 x 1. l 22.38 ¥holesale price-— 2.04Lx1. I-L 2424
less: lesss

- customs duty 2,80 ' :

- transport cects 0.60 - transport costs o 0.60

- other taxss 2.18 - other taxes ' 2.04

lr/.oo - . 21060

: 1 This ,;‘m"‘ple shows that Lia order to benefiv from the tariff reduction the-

'product subject to the price system must be sold on the Community market at =
minimum of 22.04 AU/100 kg. whereas the minimum price at which payment of the
countervailing charge is avo..ded is only 20.35 AU/100 kg. i.e. a difference of

$1.69. per quintal.

This difference offers those countries not subject to the price system a
trading margin over those countries whichibenefit from conditional preference.
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ANNEX IET
‘United States Statement on the Trade Impact of the

System Outlined in the Note by the Commission of the
T Buropcan .Cormmunitics

QOranges

1 May-l December: During the period 1 May to 1 December &C reference prices are not
in effect. Beneflclarles, therefore, receive 40 per cent tarifif reduction
unconditionally. United States main shipping season is during late spring months.
Therefore, the competitive advantage e granted Spain and Israel will squeeze United
States suppllels hardest during their prime.months of iay, June and Julv. Same -
effects will e felt in November, when Medltcrrenean suppliers re-enter market after

sumer low.

1 December—BO April: During period 1 Decemser ©wo 20 April; when LC meinvains
reference prices for oranges, 40 per cent tariff preference is subject to minimum
offer price. According to EC calculations submitted to GATT secretariat, such a
minimum offer price would be approximately §$1.69 per gquintal sbove "baslc" reference
price. Below reference price all suppliers would become subject to compensatory taxes.
EC contends that this margin might benefit third country suppliers outside tae
Mediterranean citrus scheme. This implies that third country exporters can fine tune
their prices within this very narrow range. Since United States cxport pricing is
subject to the free play of supply and demand, this is a highly unreasonable
contention. The normal range of prices on £C markets in a day's trading is far
greater than §1.69 per quintal, c.g., Paris wholcsale merket. Also, narrow price
margin between minimum offer price and basic reference price is subject to chiange
seasonally. Elements used in calculating offer price vary. Competing suppliers

would not ve able to calculate beforchand the mergin within which they can compete.
For example, reference price is different for threc basic groups of oranges, and

ad justment coefficients utilized vary by groups and by the period. Transporte charges
also vary by mode and port of entry. These elecments of variation in calculation of
the minimum offer price make marginel pricing below Mediterranean suppliers impossible
for all practical purposes.

Lemons

EC reference price system for lcmons is year around. During 1969-70 scason,
lemon reference prices varied seasonally frow 12.8 cents per kilogramme in March to
18.4 cents per kilogramme in Octooer. Since mariet prices have been considerably
higher than these refcrence prices, addition of 1.2 cents per kilogramme and full CaT
of 8 per cent will not result in a :mdnimum offer price that would be anywhere near as
high as actual market prices. The granting of 40 per cent tariif preference gives
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Israeli or Spahish supplier a clear-cut competitive advantage over us and other
third country suppliers. Moreover, the minimum offer price is closer to the
basic reference price than with oranges because the full CXT in quesiion is

8 per cent (compared to 20 per cent for oranges). The margin within which third
country suppliers can underscll Mediterranean suppliers is thus even narrower
‘than is the case with oranges. : : o

With respect to the danger of Mediterranean over-production of citrus: the
Commission says that the citrus scheme will best protect the interests of
Mediterranean citrus suppliers. An FAO study based on recent plantings of citrus
in the Mediterranean basin, concludes that production will increase substantially
to 1975 and beyond. With incentive provided by these preferences trend to
inerease citrus output will accelerate resulting in a heavy surplus. Since the -
EC maintains minimm price levels, world trade would have to absorb excess amount
of Mediterranean citrus. This would harm all citrus exporters to hon-EC markets

and reduce citrus prices world-wide.



