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Questions and Replies

The contracting parties were invited (GATT/AIR/831) to communicate to the
secretariat any questions which they might wish to put concerning the agreement
between the European Economic Community and Spain.

As a result of this request, a number of questions were received and transmitted
to the parties to the above-mentioned agreement. These questions and the replies from
the parties are reproduced hereunder.

I. General considerations regarding the agreement

1. Is it the intention of the agreement to achieve a customs union or a free-trade
area?

As stated in Article 1, the purpose of the agreement is the progressive elimina-
tion of obstacles to substantially all the trade between the European Economic
Community and Spain, in accordance with the provisions of Article XXIV, paragraphs 5-9,
of the General Agreement. The agreement will result in a free-trade area and the
parties reserve the right to decide at the appropriate moment whether the formation of
a customs union is possible. The action provided for during the first stage is
intended as a preparatory step towards that decision. There is nothing in Article XXIV
to prevent the choice remaining open, especially as the agreement concerned is an
interim agreement in the sense of paragraph 5 of that Article.

2. Is the agreement intended to be an interim arrangement leading to the establish-
ment of a free-trade area in the sense of GATT Article XXIV, or do the parties to the
agreement consider that the formation of a free-trade area in conformity with the
provisions of GATT Article XXIV and consistent with the provisions of GATT
Article XXIV:8 has already been achieved?

The agreement comes within the provisions of Article XXIV:5(c) in the sense that,
while it states that the aim is the progressive elimination in two stages of obstacles
with respect to substantially all the trade between the Community and Spain, it
specifically lays down the extent to which this aim is to be achieved at the end of
the first stage and it is in the nature of an "interim agreement" in relation to the
objective to be achieved.
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3. (a) Does the agreementcontain provision which the parties to the agrement
consider constitutea "plan and schedule" complying with GATT
Article XXIV?

(b) If not, can the member States supply to contracting parties to the GATT
such a "plan and schedule"?

The parties to the agreement consider that, as it is an "interim agreement"
in the sense pf Article XXIV:5(c) and is intended to establish a free-trade régime,
the provisions governing the first stage not only contain for each party the time-
table for the process of tariff and quota dismantlement which they are to put into
effect, but also ensure that this process will have advanced so far at the end of
the first stage that its completion may be expected within "a reasonable length
of time" in conformity with Article XXIV:5(c).

Bearing in mind the degree of economic development reached by Spain, the
parties considered that it would not be realistic to lay down definitely in
advance the duration of the second stage. Before the end of the first stage, and
in the light of the results achieved, the parties to the agreement will decide on
the plan and schedule to bring about the elimination of the obstacles with respecs
to substantially all the trade. They will not fail to notify this to the
contracting parties.

4. To what extent and in what way can it be considered that "substantially all
the trade" within the meaning of Article XXIV will be exempt from customs duties
and free from restrictive regulations at the end of the transitional period?

As will be clear from the preceding replies, all the obstacles with respect
to substantially all the trade will have been eliminated by the end of the transi.
tional period, that is to say by the end of the second stage.

As from the first stage of the agreement the parties will reduce between
themselves to a substantial degree the obstacles, whether in the form of tariffs
or of quotas, with respect to "substantially all the trade". The removal of these
obstacles undertaken under the provisions governing the first stage of the
agreement will affect, so far as tariffs are concerned, 72.1 per cent of the EEC's
imports from Spain, while 97.5 per cent will be liberalized. In the case of
Spain tariff dismantlement affects 76 per cent of its imports from the EEC, and
91.8 per cent will be liberalized.

5. (a) Can the parties to the agreement specify what is the "plan and schedule"
as required under GATT Article XXIV:5(c)for the second phase envisaged
in Article 1of the agreement with respect to elimination of trade
barriers on "substantially all the trade?
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(b) If parties to the agreement cannot at present indicate a "plan and
schedule" for the second phase as envisaged in Article 1 of the
agneement, is the agreemen, presented under GATT Article XXV:5?

(See replies to questions 3(a) and 3(b).)

6. Article 1 of the agreement provides for the removal of obstacles to substan-
tially all the trade between the EEC and Spain in two stages:

(a) Can the parties to the agreement indicate the precise date when the
first stage will be completed?

(b) If not, is it expected that the first stage will take longer than
six years?

(c) Is there a maximum limit to the first stage?
Although it would have been possible in theory either to fix a precise date

for the completion of the first stage or to determine its maximum duration, the
parties to the agreement considered that it would be more realistic and in closer
conformity with their aims to refrain from entering into a commitment of this
kind, thus making it even possible to accelerate the process.

Since under Article 1 of the agreement the time-table for the removal of
tariff obstacles covers a period of six years and three months, transition to the
second stage will start from the seventh year by agreement between the contracting
parties, provided that conditions allew.

(d) If before the minimum six years it is supposed to last, the agreement
is not terminated by either of the parties, will it automatically
continue to exist in its present from?

The parties are not at present in a position to give a reply on this point,
the hypothetical nature of which should be emphasized, but if the circumstances
described come about, they will bear their international obligations in mind.

(e) What conditions would have to be fulfilled for the agreement to pass
from the first to the second stage (see Article 1, paragraph 3 of

agreement (L/3427))?

Before passing from one stage to the other, the parties to the agreement will
need to consider whether the results achieved during the first stage and the
progress made as a result of it, especially in the economic development of Spain,
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are such as to enable the two parties to establish the methods for attaining free
trade. This procedure is rendered all the more necessary by the fact that the
partners concerned are at very different stages of economic development and
industrial capacity.

(f) Will the second stage of the agreement result in a complete free-trade
area in both industrial and agricultural products?

The parties to the agreement have decided on the elimination of obstacles to
substantially all the trade in two stages. The tariff and quota dismantlement
already begun during the first stage affects both the industrial and the agricul-
tural sectors.

(g) How long will the second stage last?

The parties intend to bring about free trade within a reasonable length of
time in the sense of Article XXIV, as confirmed by the experience acquired in
this respect.

7. Regarding Article 6 of the agreement:

(a) To what extent are export duties charged at this moment?

The Community does not levy any export duties.

The export duties levied by Spain are in accord with the special needs of
the situation and conditions of Spain's economy. This is a matter for the annual
review of Spanish commercial policy which takes place in GATT.

(b) Do the parties to the agreement consider that export duties constitute
"other restrictive regulations of commerce"?

Being customs duties, the export duties do not constitute "other restrictive
regulations of commerce".

The purpose of the charges on exports to the EEC of certain agricultural
products originating in Spain - such as raw olive oil and wine - is to regularize
trade between the parties as part of the process begun under the agreement, with
the ultimate aim of establishing a free-trade regime between the parties.
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8. Regarding Article 9 of the agreement, Spain seems to have undertaken to
take the anti-dumping measures vis-à-vis the EEC in accordance with the Agreement
on Implementation of Article VI of the GATT. Is it the intention of Spain to
apply anti-dumping measures vis-à-vis third contracting parties in accordance
with the said Agreement?

By Decree 3519/70 of 12 November 1970, Spain brought its legislation in line
with Article VI of the General Agreement and with the Agreement on Implementation
of Article VI. Spain informed the GATT secretariat that this Decree had been
approved, transmitted its text officially and signed the Agreement on Implementation
on 12 January last. These new regulations on the introduction of anti-dumping and
compensatory duties will apple to all the contracting parties of GATT.

9. What are the necessary safeguard measures envisaged in Altricle 11 of the
agreement?

Article 11 of the agreement sets out the circumstances in which safeguard
measures might be taken, namely balance-of-payments disequilibrium or sectoral or
regional difficulties. The kind of measures chosen in each case will however
depend on the situation causing the disequilibrium or the difficulties in
question. That being so, it is inpossible to give an a priori definition of
these measures. They must not exceed what is strictly necessary to remedy the
difficulties which have arisen. The provisions of Article 11 emphasize the
temporary and limited nature of these measures

In applying theseneasures, the parties will of course comply with their
obligations under the General Agreement.

10. What are the special provisions in resspect of frontier trade referred to in
Article 5 of the agreement?

Up to the present there are no special rules in Spain applicable to
frontier trade.

11. Is it the intention later to complcte the agreement to include also ECSC
products?

It is likely that the products falling under the European Coal and Steel
Community will form the subject of an agreement at a later stage. In the exchange
of letters concerning those products, the two parties state their intention of
studying any problems which might arise in connexion with ECSC products and thus
emphasize the importance they attach to this sector.
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12. Did the general spread of moements towards regional integration influence
the decision of the Spanish Government to sign an agreement with the EEC?

The spread of movements towards regional integration played a decisive
part in the Spanish Governments decision to sign the agreement with the EEC.

Apartfrom Europe, there have been the LAFTA, the Central American Common
Market, the Arab Common Market, the various inter-African agreements, the
New Zealand-Australia Agreement and se on.

Until it signed the agreement with the EEC, Spain was the only country
in Western Europe which remained outside these movements.

It will readily be understood that this was an absolutely illogical and
indefensible state of affairs, for, although Spain has very close ties with other
continents; the Spanish economic machine has always been decisively linked to
the economy of Western Europe, for geographic and historic reasons and also
because economicallyandtechnically they are closely complementary to each other.

It was therefore necessary to bring about the institutionalization of this
process of spontaneous integration which has always existed between the Spanish
and the Western European economies and which has been markedly accelerated and
intensified in recent years, as is evident from the figures for trade, manpower
migration and investment and from the data concerning technological exchanges.
The effects of this integration process, for the very reason that it was of
spontaneous nature, weighed more heavily on the weaker of the two economies
concerned; its most disturbing sympton was the growing deficit in the Spanish
balance of payments, particularly with the EEC countries. It should be borne in
mind that, if no remedy had been found for this state of affairs by regulating
and institutionalizing the process of spontaneous integration between the
Spanish and the Western European economies, the Spanish Government would probably
have been obliged to reverse its policy of economic liberalization and this would
have had very unfavourable results on the whole of its foreign trade.

Lastly, it should be noted that, as a European country, Spain hopes that
this process whereby its economy and that of Europe are progressively being
brought closer together, a process set in motion by this agreement, will lead
to full integrationwithin the European Economic Community. Spainmade a
statement tothat effect on 29 September1970, when the agreement was submitted
to GATT.
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13. What is the significance of the fact that the agreement between Spain and
the EEC is of indefinite duration, whereas the agreements signed with other
Mediterranean countries are limited to a period of five years?

The actual provisions of each agreement depend on the negotiations from which
it results. In the case of the agreement between the Community and Spain, i.e. an
agreement with a European country of the Mediterranean basin, the parties considered
that, as the decision concerning the final objective - free-trade area or customs
union - had not been taken at that stage, it was desirable, in order that the
choice between the two alternatives should remain entirely open, that no time-
limit should be fixed for the implementation of the agreement.

14. What other features differentiate the agreement between Spain and the EEC
from the other agreements which the Community has signed with Mediterranean
countries?

In its agreements with various countries the Community took into account the
particular economic situation of each of those countries, the existing trade flows
and the special position of each country vis-à-vis the Community. In the circum-
stances, it is clear that each agreement has features that are peculiar to it.

II. Basic information regarding the trade coverage of the agreement

15. (a) What was the total value of imports into the EEC of products originating
in Spain for each of the three most recent years for which trade
statistics are available?

Total imports by the Community from Spain:

1967 = $519,362,000
1968 = $542,575,000
1969 = $717,614,000

(b) What percentages of these imports (answer to (a)) consist of:

(i) agricultural products

(ii) industrial products

Agricultural products:

1967 = 59.5 per cent
1968 = 53.4 per cent
1969 = 49.6 per cent

Industrial products:

1967 = 40.5 per cent
1968 = 46.6 per cent
1969 = 50.4 per cent
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(c) What percentageof totalagricultural imports(anserto(b)(i))
is excluded from the agreement?

1967 = 32.7 per cent
1968 = 39.4 per cent
1969 = 37.5 per cent

(d) What percentage of total industrial imports (answerto (b)(ii))
is excluded fromthe agreement?

1967 = 11.4 per cent - 12.7 per cent
1968 = 9.4 per cent - 11.4 per cent
1969 = 10.2 per cent - 14.1 per cent..

16. (a) What was the total value of imports into Spain of products originating
in the EEC and the rest of the world for each of the three most recent
years for which trade statistics are available?

(b) What percentages of these imports (answer to a)) consistof:

(i) agricultural products

(ii) industrial productss

($10 million)

Imports from the EEC Imports from the rest of the world
Year

Value Agricultural Industrial Value Agricultural Industrial
products % products % Value products% products%

1966 1,345 7 93 2,246 27 73
1967 1,301 8 92 2,229 26 74
1968 1,201 8 92 2,321 23 77

(c) Whatpercentage oftotal agricultural imports (anserto (b)(i)) is
excluded from the agreement?

7.5 per cent of agricultural imports from the EEC and 26 per cent of those from
the rest of the world.

(d) What percentage of total industrial imports (answer to (b)(ii)) is
is excluded from the agreement?

20 per cent of industrial imports from the EEC and 14 per cent of those from
the rest of the world.
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III. Imports by the EEC from Spain (Annex I)

Tariffs

17. (a) What criteria were used to determine the various levels of duty
reductions on EEC imports from Spain?

In determining the various Ievels of duty reduction on EEC imports from
Spain, the Community was actuated by the desire to reconcile its wish to bring
about substantial customs duty dismantlement during the first stage with the
need to ensure that certain economic sectors were allowed an adjustment period
corresponding to the new conditions of competition

(b) How do these criteria relate to the establishment of a free-trade
area or customs union in terms of Article XXIV:8?

There are no provisions in Article XXIV laying down by what method or at
what pace the parties must carry out tariff and quota dismantlement.

18. What are the values and percentage of EEC imports from Spain for the last
year shown in answer to question 15(a):

(a) which were free from customs duties before the entry into force of
the agreement?

$93,784,000 or 13.1 per cent.

(b) which, under the agreement,willbe free from customs duties and
other restrictive regulations of commerce:

(i) on the date of entry into force of the agreement?

(ii) during the sixth year of the agreement?

(i) under the agreement and from the date of its entry into force,
the value oof imports adnitted duty free increased by $595,000,
and the elimination of quantitative restrictions applied to
97.5 per cent of total imports from Spain.

(ii) the provisions of the agreement regarding duty-free imports are
an established fact; the other products come under the
provisions for progressive tariff dismantlement that relate to
them.
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19. (a) How will items currently duty free be affected by the agreement?

The agreement does not introduce any changes in the import régime for
products at present admitted duty free.

(b) How does the Community relate the inclusion of these items in the
agreement to the "substantially all the trade" requirement of GATT?

Zero duty items are covered by the provisions of the agreement.

(c) Would increase in the duties for these items be justifiable under
Article 3 of the agreement?

If the question relates to Article 3 of Annex II, Spain may, in particular
and exceptional cases and where the requirements of its industrialization and
development make it necessary, establish duties on these products, which in such
circumstances would be covered during the first stage by the specific provisions
for progressive tariff dismantlement laid down by that article.

20. What percentageof the total agricultural imports of the EEC originating
in Spain is constituted by:

(a) Products for which customs duties and charges have been eliminated

1.1 per cent of the agricultural imports was admitted duty free; under the
agreement this percentage has been increased by 0.2 per cent.

(b) Products which benefit from the reduction of duties and charges

62.3 per cent.

21. What percentage of the total industrial imports of the EECoriginating
in Spain comprises:

(a) Products for which customs duties and chargeshave been eliminated

24.9 per cent of the imports of industrial products enter duty free.

(b) Products which benefit from the reduction of duties and charges

Industrial products which benefit from the reduction of duties and charges
represent 64.9 per cent of the total industrial imports.
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22. What are the values (for the last year shown in answer to question15(a)) of
EECimportsfrom Spain of the products listed in Annex II of the Rome Treaty
and in Lists A and B ofAnnex Iof theagreement,which aregenerally excluded
from duty reductions?

$130,307,000.
23. (a) What percentageof EEC imports from Spain is constituted byproducts

contained in list B of Annex I of the agreement which are excluded from
dutyreductions?

9.7 per cent.

(b) How does the EEC justify these exceptions in view of the conditions
laid down in Article XXIV:8 of the GATT?

At this juncture these exceptions are made under the provisions governing
the first stage of the agreement; by definition they are therefore not of a
permanent character.

24. What percentage of EEC imports from Spain, as shown in answer to question
15(a), would be subject toduty reductions in accordance withthe following

articles of AnnexItothe agreement: 2, 5, 7,10and11?(Separate answers
on each article requested).

Article 2
Article 5
Article7
Article 10
Article 11

38.0 per cent
1.4 per cent

20.7 per cent
0.0 per cent
4.9 per cent

25. (a) What wasthe quantity and value (for thelast year shownin answer to
question15 (a))ofEEC imports from Spain of products listed in each
of Articles 2. 3,4,5, 7,9, 10 and 11 of Annex I to the agreement?

Quantity
(tons)

Article 2
Article 3
Article 4
Article 5
Article 7
Article 9
Article 10

Article 11

n.a.
1,198 713

2,665
8,865

925,524
920

1,431
106, 430

Value
($,000)

272,472
23,661
3,889

10,300
148,814

608
288

35,071
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(b) Based on the average unit values of these imports, what would be the
estimated percentage of totalimports from Spain (in the year shown
in answer to (a) above) representedby the quotas provided for in each
of Articles 3, 4, and9?

Article 3 3.3 per cent
Article 4 0.5 per cent
Article 9 0.1 per cent

(c) How does the EEC reconcile the establishment of tariff quotas provided
for in 3,4 and 9 in view of Article XI and Article XXIV of the GATT
which calls for the elimination of trade barriers?

The provisions of Article 3, 4 and 9 of Annex 1 are in no way inconsistent
with the objective of eliminating tariff obstacles; they are a controlled form
of tariff dismantlement applied to specific cases in a transitional situation.

26. Can any more precise indication be given regarding the circumstances in which
the EEC would prepared to extend the general tariff reduction on industrial
goods from 60 to 70 per cent as indicated in the agreement?

This acceleration of 10 per cent in the rate of tariff dismantlement by the
Community will depend upon the results established during the first three years
of the operation of the agreement.

27. What percentageof the importsshown in answer to question 35 would remain
subject toustoms duties or other restrictive regulations of commerce after
implementation of the agreement?

During the first stage of the agreement the Community will make a considerable
reduction in the obstacles to imports originating in Spain, without however
bringing about complete dismantlement during that first stage. Consequently,
86.8 per cent of the imports will continue to be subject to customs duties, and
72.1 per cent of these will be affected by the tariff dismantlement process.
Quantitative restrictions at present affect 2.5 per cent of the total imports.

28. (a) What are the "dues equivalent to customs duty" referred to in Article 6
of Annex I to the agreement?

These are charges having an effect equivalent to customs duty and which are
payable on importation to the extent that there is no corresponding charge on the
same product when it is of national origin.

(b) Has the agreement resulted in any action to remove or reduce these dues?

In the case of the products covered by Articles 2, 3, 4 and 5 of the agreement,
no dues equivalent to customs duty may be applied to imports from Spain.
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(c) What percentage of totalEECimports from Spain(as peranswer to
question15(a)) would remain subject to these dues whenthe agreement

is implemented?

The Community does not apply dues equivalent to customs duty.

29. (a) In the reference to deducting dues other than customs duties in the
context of relating citrus importprices to reference price made in
paragraph3of Article of Annex I to the agreement, how does the
EEC interpret "possibledisadvantages resulting from the incidence
of those dues on entranceprices accordingto theorigin of the products
and how would it calculate the amount to be deducted so as to avoid
these disadvantages?

The provision in question relates to cases where, under Regulation No. 23,
themember States transmit to the Commission price quotations including the
charges paid by the product after customs clearance. The purpose is to ensure
that, when the entry price is calculated, the application of these dues does not
lead to a situation where, the higher the customs duty paid by the import, the
greater the sum deducted in respect of these charges. To that end, and to prevent
discrimination between the partners in the Community, the Community fixes an amount
corresponding to the average of these charges, which it then deducts in the form
of a standard amount when the entry prices for all the countries subject to the
same import regime are being calculated.

This question is without practical significance since 1 January 1971, however,
because from that date onwards the prices communicated by all the member States
are "free of charges".

(b) Does paragraph3 ofArticle 7 mean that articles not now given a
preference might be broughtunder the preferential régime as a

compensation for the modification of other preferences?

Article 7, paragraph 5, provides for consultation within the Joint Commission
between the parties to the agreement if the advantages that have been granted are
or seem likely to be offset because of abnormal market conditions. The Joint
Commission is not empowered to change the list of products, as established under
the agreement, that may be imported under a preferential regime.

(c) Is it possible that modifications of the present preferential schedule
consequent on the establishment or modification of EEC regulations could
result in a greater rate of preference than that now scheduled?

This case is covered by Article 14 of Annex I of the agreement, the aim of
which is to prevent the introduction or modification of Community regulations
relating to a product whose importation from Spain is subject to the agreement
from being put into effect without due consideration for Spain's interests in
the matter, as acknowledged and evaluated at the time of the conclusion of the
agreement.
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30. (a) New Zealand has bindings on a number of items with the Community in which
it is apparently the intention of the EEC to afford tariff concessions
toSpain (Article 11 of Annnex Ito the agreement).The items of
particular concern to New Zealand and the tariff reductions are:

BTN Rate of reduction

02.01 50 per cent
03.03 - crayfish 50 per cent

- lobsters 100 per cent
05.04 50 percent
05.15 50 per cent
07.05 50 per cent
16.05 50 per cent

New Zealand would like to ask the EEC for a specification of the items
included in each of these tariff concessions to Spain, together with
figures showing the value in recent years of imports from Spain as
compared with total imports from all sources in the three most recent
years for which trade statistics are available.

(b) Subject to a further examination of the answers to the foregoing queries,
New Zealand believes such concessions would constitute an impairment to
the value of the GATT bindings accorded to New Zealand. Does the EEC
intend to compensate New Zealand for the impairment of these bindings?

(a) The list of products in Article 11 of Annex I to the agreement will enable
New Zealand to ascertain exactly which items come under each of the tariff conces-
sions referred to in the question.

(b) Tariff reductions made as between theparties to a free-trade area or a
customs union cannot as such be regarded as having an effect on bindings. In no
case could such an interpretation be admissible under the terms of Article XXIV.
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Quantitative and other restrictions

31. What percentage of the total agricultural imports of the EEC originating in
Spain is subject to quantitative restrictions?

This fig re cannot be calculated exactly, but it is estimated to be about
5 per cent.

32. What percentage of the total industrial imports of the EEC originating
in Spain is subject to quantitative restrictions?

This figure cannot be calculated exactly, but it is estimated to be about
6 per cent.

33. What percentage of EEC imports from Spain (based on answers to question 15(a))
will remain subject to quantitative restrictions after implementation of the
agreement?

34. What are the exceptions to the abolition of quantitative restrictions by the
EEC for imports from Spain as provided in Article 1 of Annex I to the agreement?

Replies to 33 and 34

Under Article 1 the Community may maintain quantitative restrictions vis-à-vis
Spain on certain agricultural and petroleum products. On the basis of the year 1969,
the quantities of these products imported represented about 2.5 per cent of total
Community imports from Spain.

35. What was the value of EEC imports from Spain (for the years shown in answer
to question 15(a)) to which quantitative restrictions currently apply but which
by virtue of Article 1 of Annex I to the agreement will be exempt from quantitative
restrictions?

The elimination of quantitative restrictions affects imports of a value
of about$20 million.

36. Are any of the Spanish goods contained in list B of Annex 1 to the agreement
subject to quantitative limitations or other special restrictions on entry into
the EEC. If so, what is the nature of the restrictions?

Items under heading 45.02 are subject to quantitative restrictions in one
member State of the Community.
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37. Do the Spanish products which aresubject to an EEC tariff quota under
Article

4
of Annex I to the agreement, and to a reduced margin of EECpreference

under Article 5, confront quantitative importrestrictions or are they affected
by exportcontrols when destined for the EEC?

Noquantitatove restrictions are applied to the products referredtoin
Articles 4 and 5 of Annex I.

38. (a) What percentageof total EEC imports from Spain (as per answer to
question 15 (a)) would be represented by products covered by Article8
of Annex I to the agreement?

The products referred to in Article 8 of AnnexI represent approximately
4.3 per cent of the Community's imports from Spain.

(b) What was the average levy per 100 kgs. applied to imports from Spain
(or products covered by Article 8) during the last full year prior to
signature ofagreement?

The average levy was $1.50 $2.00 per 100 kgs.

IV. Imports by Spainfrom the EEC (Annex II)

Tariffs

39. (a) Annex II to the agreement sets out the percentage reduction to be
applied to the Spanish Customs Tariff.This tariff includes three
rates of duty underthe headingsGATT Duties, Definitive Duties and
Temporary Duties, anda fourth columngiving the rate of home

compensation tax levy. Which of these rates will be reduced for
EECproducts?

Under Article 2 of Annex II to the agreement, the reductions in favour of
the Community will be made on the basis of the duties actually applied at the
time to third States; generally speaking, these are the temporary duties.
By its very nature the home compensation tax levy is no subject to the
reductions for which the agreement provides.

(b) Are any changes inthe temporary rates contemplated in the
foreseeable future?

The provisions of the agreement governing, the first stage in no way restrict
Spain's freedom of action with respect to tariff policy. Any decision taken in
this connexion will be in accordance with the GATT rules.
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If it were decided to establish a customs union, Spanish customs duties would
of course be gradually brought into line with those of the Common Customs Tariff,
and this would lead in due course to reductions in the duties applicable to third
countries.

40. In some cases, the duty rate currently appliedby Spain is less than the
GATT bound rate. Is it expected that any changes will be made in this situation
in the near future?

Spain retains full freedom of action with regard to tariff policy and will
act in accordance with its obligations under the GATT. Actually, it is not
expected that any change will be made in the situation described in the question.

41. (a) What are the values of Spanish imports from the EEC and the rest of the
world as per answer to question 16(a)) of products already duty free?

(b) How will items currently duty free be affected by the agreement?

(c) Does the Spanish government anticipate any modifications of current
most-favoured-nation rates on these items?

(d) Would increases in the duties for these items be justifiable under
Article 3 of the agreement?

In 1968 duty-freeimports into Spain from the EEC amounted to $219.4 million;
the figure for those fromthe rest of the world was $ 988.8million.

If the zeroduties on the items in lists A, B and C were increased, the tariff
dismantlement corresponding to the list in which those items appear would be
applied to them. Anyincrease in these duties that might take place would however
be made in conformity with Spain's obligations under the GATT. Changes in these
duties would be based on the requirements of Spanish general economic policy and
of the tariff policy derived from. those requirements,matters on which no restric-
tion is placed by the agreement. In the event of Article 3 of Annex II being
applied, the tariff reductions in favour of EEC on the increased duties would be
made under the provisions of that article.

42. What percentage ofSpanish imports originating in the EEC (as showninanswers
to question 16(a))fellwithin items which, under the agrecment, will be free from
customs duties and other restrictive regulations of commerce?

Article 1 of the agree,emt states that its objective is the progressive
elimination of obstacles to substantially allthetrade. Consequently, at the
end of the, second stage, all duties and other restrictive regulations of commerce
as between Spain and the EEC will have been eliminated with respect to substantially
all the trade.
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As the agreement in an interim agreement in the sense of Article XXIV,
paragraph 5, nothing in this article requires the complete elimination of
obstacles to trade at this stage.

43. What percentage of the total agricultural imports of Spain originating in
the EEC is constituted by:

(a)
products for which customs dutiesandchargeshave been eliminated:

(b) products which benefit from the reduction of duties and charges?

No customs duties on agricultural products imported fromthe EEC were elimi-
nated when the agreement entered into force.

The reduction of duties provided for in Article 1 of Annex II to the
agreement covers $40 million of imports of Agricultural products: this represents
43 per cent of total imports into Spain of agricultural products originating in
the Community.

44. What percentage of the total industrial imports of Spain originating in the
EEC is constituted by:

(a) products for which customs duties and charges have been eliminated;

(b) products which benefit fromthe reduction of duties and charges?

No customs duties on industrial products imported from the EEC were entirely
eliminated whenthe agreement enteredinto force.

The reduction of duties provided for in Article 1 of Annex II to the agreement
covers $880 million of imports of industrial products:thisrepresents80per
cent of total imports into Spain of industrial products originating in the,
Community.

45. What are the values of Spanish imports from the EEC and the rest of the world
(as per answer to question 16(a)) of the products enumerated inlists A, B and

C respectively of Annex IIofthe agreement?

46. (a) Whatpercentage oftotalSpanish importsfrom the EEC (asshown in
answer to question 16(a)) is on lists A, B and C, of Annex II to the
agreement and cevered by the duty reductions granted in accordance toArticleseparatefiguresforeach list.)

Replies to45 and 46

Year: 1968
Value: $10million
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Total imports 1,201 2,321

List A 149 828
List B 318 395
List C 454 447

Total for lists 921 1,670

47. Will products on list B of the annex to the agreement be treated differently
from those on list C?

In accordance with the declaration by the delegation of Spain with regard to
Article 1 of Annex II, if the Community decided to increase to 70 per cent from
1 January 1974 the reduction of the duties of the Common Tariff Schedule mentioned
in Articles 2, 3 and 4 of Annex I, Spain would from that date increase by 5 per cent
the reductions providedfor in Airticle 1 of Annex I in the case of the products in
list B. From that date the tariff reduction on, the products in list B would
consequently be 5 per cent higher then on those in list C.

Quantitative and other restrictions

48. Under what articleof theGATT does Spain justifythemaintenance of quanti-

tative restrictions from whichEEC exports will be exemotedunder Annex II to the
agreement?

The maintenance of quantitative restrictions in the case of third States and
their elimination in thecase of the EECisjustified by thefinal objective of
the agreement, under the rules of Article XXIV of the General Agreement. Thegrant
of these quotas to the EEC does notandwill not carry the implicationof making
the import régimc more restrictivein thecase of third States.

It is the firm intention of spain to eliminate asfar aspossible forimports
fromthe contracting parties all the quantitative restrictions it is to oliminate in
the case of the EEC. In anycase therestrictions which it maintainsare justified
under Articles all and XVIII of theGeneral Agreement.

49. What was thetotal value of Spanish imports from the EEC andtherestofthe
world of products subject to quantitativeimportrestrictions (for the last year
shown in answer to question16(a))?

50. What percentage of imports into Spain originating in theEEC (as per answerto question 16(a)) fell within items which, byvirtue of theagreement, will:

(a) be exomptfrom existing quantitativerestrictions?
(b) remain subject to existing quantitative restrictions?
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(c) be exempt from any now quantitative restrictions?

(d) be liable to have any new quantitative restrictions applied to them?

Replies to 49 and 50

The value of Spanish imports of products subject to quantitative
restrictions is at present:

- $98.8 millio in the case of imports from theEEC;

- .$195.4 million in the case of imports from the rest of the- world.

From the entry into force of the agreement 88.8 per cent of the imports
from the EEC are exemptfrom quantitative restrictions. This means that
8.7 percent of the industrial imports and 2.5 per cent of the agricultural
imports from the EECremainsubject to quantitative restrictions.

Under Article 4 of Annex II to the agreement, Spain has bound the
liberalization of 80 per cent of its imports of industrial products from the
EEC, which therefore continue to be exempt from quantitative restrictions after
the entry into force of the agreement.

For the remainder of the industrial procducts at present liberelized
(11.3 per cent of total industrial imports from the EEC), and for agricultural
products not subject to quantitative restrictions (97.4 per cent of total
agricultural imports from the EEC) , Spain can re-introduce quantitative
restrictions, which would bo justified under Articles XII and XVIII of the
General Agreement.

51. What percentage of the total industrial imports of Spain originating in
the EEC is subject to quantitative restrictions?

8.7 per cent.

52. What parcentage of the total agricultural imports of Spain originating in
the EEC is subject to quantitative restriclions?

2.5 per cent.

53. What proportion of total Spanish imports from theEEC (as per answer to
question 16(a)) wereof producto which fell withinitems which, by virtue of
the agreement, will be freed ofexisting quantitativerestrictions butwill

remainsubject to customs duties ofotherrestrictiveregulations of commerce?

Asstated in the repliesto question1,2 and6(f), the purposeofthe
agreement is theformationof a free-tradeareacapableof being transforued
into a custoas union. Importsof productsfrom the EEC will therefore be
exempt from customs dutiesandotherrestrictive regulations of commerce at the
end of the second stage.



L/3533
Page 22

During thefirststage, theproeducts to be liberalized in order to attain
the objective laid down in article 6 of Annex II will continue to be subject
to the applicable customs duties, as reduced in accordance with the various
tariff dismantlement lists. Actually, under Article 4 of Annex II, the
liberalization has been bound in respect of 80 per cent of the. imports of
industrial products, which however continue to be subject to the appropriate
duty.

54. Article 4 of Annex II to the agreementsetsforth the provisions which
Spain has undertaken toobserveinthe event of the introduction or

reintroductionof quantitative restrictions on products other than thoselisted
in AnnexIIto the Rome Treaty. What is thesignificanceof the 80 per cent
rule inthe second paragraphof Article 4(1),and how would this rule be applied
to imports from countriesnot membersof the EEC?The meaning of the secondparagraph of Article4(1)ofAnnex II isthat

thereisa binding ofliberalisation ofa minimumof 80per cent of the imports
of products originating inthe Counity,otherthan those listed in Annex IIof
the Traty establishing,theEuropean EconomicCommunity.This binding is the
starting point for theliberalisatin which theagreementis designed toachieve.
Actually, this figureof 80percent is below the level ofliberalizaton at

present appliedbySpain erga onnes.

55. Paragraph2 of Article4 of Annex IItotheagreement providesthatSpain
willensur quotasof atleast75percentofimports from theEECduring the
previous year forgoods whereaccordingto the agreementquantitative
restrictionmay be applied.

(a) To which good doesthis atpresentapply?

(b) Do these oblige Spain to grant discriminatorycuotas to theEECof up
to 75 per cont of Spain'stotal importsfromall sources of the
products concerned? Ifso,howdo the parties consider that these
measures do not raisebarriersto the trade of third countries?

(c) Are the sameprinciplesapplied to countries other than membersof
the EEC?

(d) What provisiondoes theSpanish Government envisage tosafeguardthe
interests ofthirdcountriceto which,intermsofthisprovision, only
a very small shareofthe volumeof permittedimports would be
apportioned?

(e) Does Spainapplyquantiativerestrictionsin some casesonly to
cuuntricsoutisethe EECandin that caseforwhich goods?

(f) How doesSpain reconcile the discriminatory application of such quotas
withArticle XIII of GATT?

At present this provisiondoesnotapplytoanyproduct and,since it is of
a preventive nature, it is unlikey to be applied in the future. If, however, as
a result of special circumstanec the introduction or reintroduction of
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quanatitative restrictions becomes necessary, the basis of the quota, granted to
the EEC would be, not 75 per cent of total Spanish imports of the product
concerned but 75 per cent of the imports of that product from the EEC during
the preceding year.

As far as possible, Spain intends to apply this same principle to the
contracting parties and to grant the quotas which would take account of
traditional imprort flows.

56. Does Spain interpret Article 4 of Annex II to the agreement as covering
quantitative import restriction for developmental, balance of paymentsorother

reasons?

The quantitative restrictions at present applied by Spain meet the,
requirements of Articles XII and XVIII of the General Agreement. Any new
restrictions introduced would be in accordance with the requirements of
Articles XII and XVIII of the General Agreement and with the provisions of the
agreement between Spain and theEEC.

57. What was the total value of Spanishimports from the EEC and the restof
the world of products for which specific quotas are opened under Article 5 of
Annex II to the Agreement?

$97 million in the case of imports from the EEC and $107 million in the
case of imports from the rest of the world.

58. (a) What perentage of total Spanish imports from theEEC (forthelast
year shown inanswerto questions16(a)) is on list D of Annex II to
the Agreement?

(b) Do the quota levels on list D of Annex, II to the agreement represent
increases over recent imports of these itams from the EEC?

(c) Will Spain make any upward adjustment in the quota levels for other
GATT contracting parties?

The products in list D represent 8 per cent of Spanish imports from the
EEC.

The quotas granted in respect of these products correspond to the average
imports from the EEC during theyears1966,1967and 1968. In the case of the
other contracting parties,Spain will, ifpossible, continue to increase each year
the quotas granted to them, is it has done up to now.
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59. Article 5(5) of Annex II to the agreement provides for the elimination of
quotaswhere, during two consecutive years, imports are less the the quotas

opened. In such case would the product of products concerned be liberalized
solely vis-à--vis the EEC or vis-à-vis all countries?

If any products are liberalized under Article 5(5) of Annex II, Spain
intends to apply a policy of liberalization arga omnes.

60. Article 6(1)of Annex II to the agreement provides that, after the end of
the sixth year of the a areement, Spain is to liberalize products originating
in the EEC other than those listed in Annex II to the Rome Treaty.Will this
provision applysolely vie-à-vis the EEC or vis-à-vis all countries?

In recent years Spain has followed a liberal trade; policy so far as
commercial régimes are concerned, and if possible it intends to continue to do so.
Consequently, the liberalization that might be applied to products originating
in the Community, other than those listed in Annex II of the Treaty of Rome,
would extend to imports from other provenances.

61. Will imports of items into Spain from, the EEC and covered by the agreement
remain subjectto prior deposits?

Under Decree No. 3,460 of 3 December 1970, the amount of the prior deposit
has been reduced from, 20 per cent to 10 per cent: moreover, the same Decree
provides for the elimination of these deposits as from 30 June 1971. In the
meantime, this system of deposits will be applied erga omnes.

62. Regarding Articles 9 and 10 of Annex II to the agreement which provide
that Spain shall purchase fixed proportions of its total annual imports of
butter and preserved milk and cream from the EEC:

(a) How cantheseprovisions be justified under the GATT?

(b) Specifically, howcanthese provision which are highly discriminatory,
conform with Article I, XIII, XVII and XXIV:5(b)of the GATT?

(c) Why do the partiesto the agreement consider that these provisionsdo
not representan actual or potentialincrease in the barriers to the
trade of third countries?
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(d) What is the trade value in the affected products between Spain and the
EEC and between Spain and the rest of the world for the three most
recent Years for which trade statistics are available?

First of all, it should be pointed out that the percentages laid down
in Articles 9 and 10 of Annex II reflect traditional trade flows in these
products between Spain and the EEC. This is evident from the figures for the
years 1966, 1967 and 1968 given below.

Imports into Spain of Butter and Powdered Milk for Consumption

($10 million)

Butter

Imports from Imports from the Percentage of total
Year the EEC rest of the world imports represented

by imports from the EEC

1966 0.1 0.9 10 per cent
1967 0.2 0.8 20 per cent
1968 0.4 0.4 100 per cent

Powdered Milk

Imports from Imports from the Percentage of total
Year the EEC rest of the world imports represented

by imports from the EEC

1966 6.8 0.9 88.3 per cent
1967 6.9 0.8 89.6 per cent
1968 7.7 0.6 92.8 per cent

Secondly, these undertakings are subject to the condition that suppliers
in the Community are able to offer their products on the normal market terms.
As a result, Spain will make its purchases on the most favourable market terms.
These provisions are therefore fully consistent with the provisions of
Article XVII, and they moreover enable State-trading products to be included
in the progressive attainment of the objectives of the agreement.


