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Report of the Working Party

1. At the meeting of the Council on 28 January 1974 (C/i/%3) the CONIRACTING
PARTIES were informed thet on 30 June 1973 the European Communities and Turkey had
signed the following instruments, copies of which had been transmitted to the
secretariat and circulated in decumen® L/3980:

-~ Supplementary Protocol to the iAssociation isgreement between the Duropean
Economic Community and Turkey consequent on the iAccession of new Member States
to tthe Community;

-~ Interim Agrecment betwoen the Buropean Economic Community and Turkey consequent
on the Accession of now Memboer States to the Community; and

- Supp;cmcntary Protocol on Products within the provincc of the European Coal
and Stecl Conmuplty :

2. At the mcuthg of thc Council on 28 March 1074 (C/M/OA, a working party was set
up with the following terms of reforcace:

"To cxaminc, in thc 1ight of thu rclevant provisions of the General Agreement,
the provisions of tho hgreements supplcementary to the Association igrccment
between the Europcan mconomic Sommunity and Turkey, signed on 30 Junc 1973, and
to report to thc Council.' (L/4012/Rov.l).

3. The Working 1 .riy mct on 25 and 27 Scptember 1974 under the chairmanship of
Mr. X.J. Tan (Slngaporo). Tt had availabic the toxt of the instruments citced above,
as wecll as the replics by the partics to quostiorns which had bucn asked by
contracting partics (L/4068). '

General issues

4.  The repreosentative of Turicy said that thoe Suppleimentary F *0uocol was dcesigned
to oxtend the association dgrecment botween the BC and Turkey, sizned in 1963, and the
ddditional Protocol thurcto, signcd in 1670, to the now Member States of the EC,
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¥iz Denmerk, Ircland and the United Kingdon, and containcd the adaptation and
transition ncasurcs which had beccome nceessary upon the cnlargeacnt of the EC.

The Suppluncntary Protocol followcd tac objcctives of the carlier instruments, and
was in full confornity with drticlc XXIV of the General Lgrecment as a further
step towards the ultimatc aim of Turkey to adhere to the duropcan Union which was
currcntly in the procecss of crecation through the progressive cstablishment of a
custons uniorn with thc EC. ' '

5. The represcntative of the duropcan Communitics stated that the Supplementary
Protocol consistcd of adaptation and transition mcasurcs designed to makce the
carlicr instrunents applicablc as botween Turkcy and the cnlarged EC. The
Supplcmcntary Protocol which conformed fully to iirticle XXIV of the Gencral

igroenent, in no way changed the substance of thosc: 1rstruments, both of which
had earllbr becn Subjlttvd Yo the GLTT procedurus., :

6. Some ncmbers of the Working Party, aftcer cxprossing their sympathy with

the objectives of the association betwcen the EC and Turkey, shared the view of the
partics to thc Supplementary Protocol that it was in full conformity with

Article XXIV of the General azrcencnt. Cne of thesc members said that the path
the partics had choscn was the only onc possiblce for the formation of a customs
unior. between a developing country and a group of devcloped countrics.

7. Onc ncmber of the Working Party cxpresscd doubts as to whether the issociation
sgreencnts were compatiblc with the Gencral agrccment. Whilce a twelve year
transition pcriod was provided for in principle, articlc 11 of the idditional
Protocol allowed for a periecd of twenty-two ycars for the climination of basic
dutics on Turkish imports from thc ZEC for a substantial number of products
described in dumcx 3. 4lso, articlc 19 of the idditional Protocol permittud
Turxey, cven ~lter the twenty-two year period, to meintain customs duties

vis-3-vis thir! countries highcr than shown under the commoa customs tariff with
reSpect to a certein nunber of products. Under these circumstances, although there
did not exist in thc GATT a clear definition of what constituted a reasomable
length of tine as required by articlc XXIV:5(c) of the Guneral agrecment for the
formation of a customs union, it was difficult to agree that the present arrange-
nent net that quulrumynt‘ Morcover, no plan and schedulc was specified for the
elinination of duties on agricultural products, dospite the requiremcnts of
article XXIV:8(a)(i) that dutics and other restrictive rezulations of commerce be
elininatced with respoct to substantiazlly all the tradc bctwozn the partics. He
observed further that the Supplimcntary Protocol allowed Turkey to introduce quotas
ingtcad of re-introducing, incrcasing or iaposing customs dutics. (Supplumentary
Protocol, Article 3.) In the view of his delcgation this aacndment to hArticle 12
of thc Additional Protocol would run countcr to the purposc of the General
Agrecacnt by providin: thc opportunity for the adoption of mcasures more
rcstrictive than custons tariffs.
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8. Another mcuimber of the Working Party said that his government favoured closer
ties bctween Turkey and the £C, and racognized the importance of their stated
objective to reach a full customs union. His authorities continued, howevcr, to
have some reservations as to the GATT compatibility of- the arranaement under the
agreemcnts betwecn the partics as they now stood; because of the p0551b111ty of a
discriminatory application or removal of quantltatlve restrictions and because of

the 1cn5th of the transition »eriod.

G.. Lnothcr mcnbbr shared the spe01flc vicws reficctcd in the preceding _
paragraph and added that. hlS government was conccrned about the erosion of the
nost-favoured-nation multlluteral trading system under GuaIT, and the practlcal ,
effects of the association s recments on the trade of third countries.  The '
inadequatc trade coverazc and the undue length of time provided under the
arrangenent gave rise to doubts as to whether it was compatible with the General
hbrcbmunt His authoritics appreciated the economic problems faced by Turkey and
that country's desire to work towards a satisfactory trading arrangement with the
EC, but hoped that the arrangement would be brought into conforu.ty with the
Gencral igzrecment. '

10. .-In rcply-to doubts ‘raised by . two nembers of the Working Party, the rcpresenta-
tive of Turkey said that the terms of referencc did not call for a re-examination
of the carlier instruments, which had already bcen discussed in earlier working
parties. Thercforec, he did not wish to rciterate the answers previously ziven by
his delegation to certain questions and doubts mainly concerning the Additional
Protocol raised once morc by some members of the Working Party. However, he
wanted to stress again that since srticlc ZXIV of the ueneral ndrcembnt allowed the
progressivc formation of a customs uinion betwecn developing and developed countries,
the modalities and thc timc period foreseen in the issociation igrcement and in
particular in the additional Protocol, were based on a realistic assessment of

the differencc between the levels of duVulopmunt of Turkey and the sC. To

require a shorter length of time for t-e proccss would only deprive Turkey of a
possibility that was lc gally afforded co developing contracting parties.

11. A4fter the gencral discussion set out ubove, the Working: Party proceeded to
an exaaination of tne Supplcientary Protocol based on the questions and replies,
as reproduced in document L/4068. The main points made during the discussion are
suwanarized below.

Questions and repiics

12. Soue mcmbcors of the Working Farty noted that the removal of quantltatlve
restrictions on a lecrlnlnatorv basis was not permitted under the General Agrcement.
Their governnents had alweys regarded this provision as a particularly 1mportant

onc, and thercforc wolcomed the last part of ithe roply to question 2 that '

Turkey would-continue to fulfil its obligations towards third countrics under GiIT.
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13. The representative of Turkey said that it was necessary to distingzuish
between the mutual obligations under a customs union and the obligations of

the parties to the customs union towards other GATT contracting parties..

Article XXIV required the elimination of duties and other restrictive regulsations
of commerce with respect to substantially all the trade between the parties,
whereas the obligations of Turkey towards third countries would continue to be
fulfilled within the general frameworkof the GATT. In any case, Turkey tried and
would continue to try as far as possible not to discriminate in practice between
the Muropean Communitics and other countries in the field of .quantitative
restrictions, but the rules for setting up a customs union must nevertheless be
considered in their proper framework.

14. One member said that it made no difference whet name was given to
discrimination. In his view the GATT did not permit the discriminatory
application or removal of quantitative restrictions.

15. Referrin, to the reply to question 4, one member of the Working Party sought
an explanation as to why Turkey was entitled to introduce quotas instead of duties,
if this provision was not a new safezuard measure in favour of Turkey.

16. The representative of Turkey explaincd that the right accorded to Turkey in
Article 3 of the Supplementary Protocol, and which was also justified by the
difference between the levels of development of Turkey and the EC, constituted
nerely an alternative to a possibility foreseen in the idditional Protocol and
was exceptional in nature. The right to introduce quotas could not be utilized
as supplementary to the possibility of re-introducing, increasing or imposing
custons duties, since the volume of importations which might become the object of
these possibilities would remain constant. This volume, which represented only
10 per cent of imports from the EC in 1967, concerned in any casc quite a small
amount, especially if the actual volume cf trade and the trend of imports of
Turkey from the EC were taken into consideration.

17. The member of the Working Party who had raised the point stated that he was
not fully convinced that the difference in levels of development between the
parties had becn so widecned because of the enlargenent of the BC as to make it
necessary to introduce the use of quotas in addition to customs duties. Also,
he express:d concern that such provisions might push backwards rather than
forwards *ie forzstion of a true customs union by allowin,, the adoption of more
restrictiv: nmeasures.

Cenclusions

18. The par:'es tec the Supplementary Protocol, supported by some members of the
Workirg Pariy 1ield the view thot the Sueplementary Protocel, which consisted of
adaptztion me: "ures, conformed fully with Article XXIV of the General Agreement.
Howsver, other rembers wers of ithe view thst the Supplementery Protecol as it now

gtcecd did net ¢ nfor- fully to the requirements of the GATT.



