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IN THE FIELD OF QUANTITATIVE RESTRICTIONS
Note by the Sscretariat

1. Pollowing an examination by Group 3(b) at its May meeting of a secretariat

note synthesizing suggestions for the extension of differential treatment to developing
countries in the field of quantitative restrictions, the secretariat was requested

by the Group to preparc a note on the technical ways and means of implementing the
proposals made (MTN/3, paragraph 20). In connexion with the roguest that the
secretariat describe past experience with regard to preferential treatment in the
liberalizaticn of quantitative restrictions, a sumary of such experiencc is

provided in the fnnex hecrcto.

2. When discussing the synthesis of suggestions made in this fiold* (MTN/3B/15),
delogations from developing countries submitted a proposal (anncxed to MIN/3B/18)
providing for a standstill on quantitative rostrictions and an actior programme for
the liberalization of such restrictions including embargoes ard cxport rostraints.

In addition to the standstill, the ossence of the proposal is that a programme should
be drevn up for tho liberalization of quantitative rcstrictions including cmbargooes
end oxport rostraints with respect tc a list of products or product groups, including
agricultural itoms, of oxport intercst to doveloping countries. It has also been
urged that wherc restrictions cannot be removed on a globz’. basis, liberalization
should be implemonted in rolation to imports from devcloping countrics, as a
transitional measurc. '

3. In summary., tho tochnical ways and meoans of implementing the proposals mado
could consist of the following oclemonts.

1It was notod that dotailed proposals submitted carlier by Brazil and India
kad beon circulated in documonts COM.TD/W/188 and COM.TD/W/198 respectivoly.
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(2) 1ldentification of products subject to gquantitative restriction of
interest to developing countries. y this respect, it could be accepted
in principle that all items listed in COM.TD/W/203/Rev.ll are of interest.
The list would be open-ended and subject to addition in the light of ‘any
further notifications submitted by developing countries.

(b) Identification of products in the list where countries have given. lezzl
;ius’ci.’r.‘ic:a:l:.ion2 for maintaining certain restrictions and have mentiozned that
in the relaxation or elimination of these restrictions the question of
reciprocity may be relevant. In addition, there could be cases where the
problems of protection against imports may be such that full liberalization
may not be éxpected over the short term on an m.f.n. bagis. For such items,
an examination of the’ spec:.al treatnent to be accorded developing countries
would be required.

(¢) Identification of products where an important part of the total problem
of the elimination of: quantitative restrictions is concerned more specifically
with protection aga:l.ns‘b mports from developing countries.

(@) In respect of products falling under (c), differential action. im the
form of advanced measures of liberalization for developing country products
alone, could be expected to raise problems. However, where quota require-
ments are maintained with respect to imports £rom developing countries but
not with respect to all sources, the first step would be to eliminate the
discriminstion involved. In other cases falling under sub-paragraph (c),
emphasis could also be given, inter alis, to a review of measures to promote
adjustment assistarce, etc., that would f‘ac:.lltate the removal of the
underlying impediments to liberalizatlon. '

(e) With respect to restrictions falling under (b) and (c) , the question
arises as to whether it is technically possible to pursue the removal of
quantitative restrictlons on a differential basis so as to supplement any
global a.pproach directed towards the longer term. A summary of medsures
adopted in the context of regional codes of trads liberalization including
in the framework of customs unions or frec-trade area arrangements is
contained in the Annex. This indicates that differential procedures have
been followed for accelerating the removal of restrictions on imports from
certain sources while permitting trade liberalization on imports from other

17t may be noted that at the May meeting of Group 3(b), some delegations said
that apart from agricultural products (BIN Chapters 1-24) and products covered hy
the Arrangement Regarding Intermationel Trade in Textiles, there remained few
quantitative restrictions on products of interest to developing countries.

2See COM.TD/W/203/Rev.1, page 3.
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sources to be detzrmined in the light of each country's global commitments.
The basic point emerging is that it is possible to remove quantitative
restrictions in relation to imports from particular sources broadly within
the same system of customs control or measures which safeguard against the
distortion of trade as is applied in respect of the removal of tariffs
within customs unions or free-trade area arrangements.

(f) The experience with regard to schemes for trade liberalization also
indicates that whether sxisting quantitative restrictions can be removed
immediately or in accordance with a phased time-table or subject to any
special procedures for ensuring selectivity would depend on the extent of
liberalization which already exists and the problems that the further
relaxation of restrictions is expected to cause, etc. In the light of the
above points, including the suggestions already made regarding this matter,
it is possible at the technical level to envisage the following formulae or
modalities.

(i) Elimination of guantitative restrictions. A programme could be

established in respect of quantitative restrictions envisaging the
immediate elimination of those restrictions lending themselives to such
action and the progressivs elimination of guctas leading to full
liberalization within a given pericd.

(ii) Establishment of separate guotas for imports of products from
deve orning countries subject to szgtems of discretionary licensing,

seasonal restrictions, etc. The size of any such quota might be
significantly larger than actual imports during the preceding two or
three years, and be fixed and announced before the beginning of

the quota year. There should be provision for increases in the quota
with a view to abolishing the quota system by a target date.

(iii) Establishment of separate gquotas for developing countries, where
global quotas exist. Provision might be made for increases in

such annual quotas, so that restrictions on imports from developing
countries are phased out by a given target date.

(iv) Bilateral tas and export restraints a to_imports originating
in certain countries. Provision might be made for increases in levsls
of bilateral quotas and export restraints which apply to imports from
developing countries, with a view to removing their discriminatory
aspects by a target date and providirngz for complete liberalization
on the basis of a mutually 2zreed time-table.

(v) Hon-fulfilment of quotas. Where quotas are not filled for two
successive years, such quotas could be abolished.




MIN/3B/20
Page 4

L. The foregoing paragraphs list the technical procedures which could be
involved in implementing differential treatment for developing countries in
connexion with quantitative restrictions. Presumably, issues such as the
relationship of differential treatment to the removal of quantitative
restrictions on a global basis would be dealt with when individual items are
examined to see what differential measures can be extended in the light of the
considerations mentioned above.

5. The application of the approaches outlined in the field of agriculture
would need to take into account the complete range of measures applicable, as
well as any general understanding of the particular nature of the problem in this
area.
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SUMMARY OF PAST IXPERIENCE RELATING TO PREFERENTIAL TREATHMENT
IN THE CONTEXT OF LIBERALIZATION OF JUANTITATIVE RESTRICTIONS
1. Group 3(b) requested the secretariat to describe the experience gained

in the past with preferential treatment in the liberalization of quantitative
restrictions among countries.

2. Article XIII of the General Agreement lays down the principle of non-
discrimination in the administration and removal of quantitative restrictions.

In particular it states that "no prohibition or restriction shall be applied

on the importation of any product ... unless the importation of the like product
of ‘211 third countries ... is similarly prohibited or restricted". Certain
exceptions to the rule of non-discrimination are contained in Article XIV.

These, however, permit only countries in balance-of-payments difficulties

to deviate from the basic rule of non-discrimination, in cases where corresgonding

restrictions on payments and transfers are justifiable on monetary grounds.
Article XX also provides for certain exceptions, subject to the requirement

that such measures are not applied in a munner which would constitute a means
of arbitrary or unjustifizble discrimination between countries where the same
conditions prevail.

— — s

Article XIV, inter zlia, provides that contractirg perties applying
restrictions in accordance with the provisions of Articie X1I and section B
of Article XVIII may in the application of such restrictions:

{1) deviate from the principle of non-discrimination "in a manaer having
equivalent effect to restrictions on payments end tramsfors for current inter-
national transactions, which that country may apply under Article VIII or
Article XIV of the Articles of the Agreement of the Internatiunzl lHonetary Fund".

(ii) temporarily deviate, with the consent of CONTRACTING PARTIES from the
principle of non-discrimination,"in respect of a small part of its external trade,
where the benefits to the contracting party cr contracting parties concerned
substantially outweigh any injury which may result to the trade of other
contracting parties”.
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3. Having regard to the basic rule of non-discrimination in the imposition and
removal of quantitative restrictions,; there have been departures from this
principle. In the period immediately after the second World War, many countries
in Europe were in serious balance-of-payments difficulties and resorted to various
systems of currency and trade restrictions. A4 major step forward in the removal of
these restrictions was taken when the Burcpzan Payments Union was established and
the 02dC Code for Trade Liberalizaticn was adopted.l

CEEC Code of ILiberalization

4. In 1949, the Council of the Organization for Buropean Economic Co-operation
(OEEC) called upon Member countries to take steps towards the removal of
quantitative import restrictions on itrade among themselves and, in the same year,
the Council adopted a decisior which called for the removal by Members of
quantitative import restrictions on at least 50 per cent of their imports on private
account from other Members. In 1550, the Council decided that following the emtry
into force of the European Payments Union which provided for the multilateral
transfer of currencies of Member couatiries, this percentage should be raised to

60 per cent.

5. In 1951, the Ccuncil adopted a Code of Liberalization which, inter alia,
provided that the target for likeralization should be 75 per cent of imports on
private accomat from other memkers; 3jn addiiion, it provided that a minimum
level of liberalization of €0 per cent should be secured on trade on private
account in each of the three catvezcries; food ard feedstuffs, raw materials and
manufactured products. The targets laid down in the Code for ILidberalization

were revised from time to time. In 1355, the target for liberalization was fixed
at 90 per cent for private acccunt trade with a mirimum of 75 per cent for each of
the three sectors.

6. Central to the liberalisation schrme wer: provisions for the removal of
quantitative restrictions in favovr of the lgmbsrs of the OEEC (Article 1,
paragraph (a) of the Code of Likeralization)<, as well as in favour of their

dependent territories and of countries with which they had close links.

7. The Preamble to the Code indicateld that more favourable treatment among
Member countries of the 0EZEC vas in effect %a stnge tcwards the world-wide
liberalizatior of trade and@ iavicible transaciions®. As the -xternal payments

lFor full details concerring a1y of the arrangements mentioned in the Annex
and the discussions on partictler points, delegatiions shculd refer to the relevant
documentation.

2Paragraph (e) of Article 1 stated that the provisions of paragraph (a) did
"not prevent any Member country, if it so desired, from taeking measures of
liberalization of trade in respecet of a non-Member country®.
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position of member countries improved, liberalization measures wure extended

to outside countries. The removal of quota restrictions among member countrias
of the OEEG, even though it resulted in discrimination in the initial perioed,
acted as a stepping-stone_and facilitated the further removal of restrictiuns on a
non~discriminatory basis.t Bowever, there contimue to be a few cases where
restrictions are applied by some developed countries to imports from certain
countries.

Removal of quantitative restrictions under rgional arrangements including
customs unions and free-trade areas

8. The Treaties establishing the European Communities, the European Free Trade
Area, the EEC's Association Agreements with the African countries as well as

the Treaties establishing regional economic groupings among developing countries,
contain provisions for the elimination of quantitative restrictions on a regional
basis withcut requiring the liberalization of restrictions on imports from
countries outside the regions.

lin this context, the following extract from the Report of the Working Party
on Quantitative Restrictions submitted to the Ninth Review session of CONTRACTING
PARTIES may be of soms relevance:

u"The Working Party had before it a proposal of the Benelux delegations to
the effect that the rule of non-discrimination should not be applicable to
contracting parties which erdeavour, by means of freely-concluded agreements,
to reach a closer integration of their economies and which, by the application of
special regulations, promote to the greatest possible extent the maximm
development of multilateral trade (1/271).

Whenthis question came up for discussion, the United States representative
was of the opinion that the adoption of strong GATT rules against discrimiration
need not result in retrogression of the work of the Organization for Buropsan
Economic Co-operation in trade liberalization as the Benelux delegations seemed
to fear, and they did not feel that any special provisions to the GATIT on this
point were necessary or desirable... In such a case, it seemed clear to the
United States delegation that a contracting party confronted with such a problem
would be fres to bring the matter tc the attention of the CONTRACTING PARTIES
and that any well-founded case would be examined by them with sympathetic
attention... The representatives of Canada, Cuba and the United Kingdom drew
attention to the statement made by the representative of the United States and
recommended that the problem should be dealt with in the manner proposed therein.®
(Cf. BISD - Third Supplement, page 178.)
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Buropean Economic Community

9. Arrangements for the liberalization of quantitative restrictions were
outlined in Chapter 2 of the Treaty of Rome. Fundamental to this scheme was
the situation where liberalization would be carried out among the member States
of the EEC.

10. The first step in the process was the requirement that member States refrain
from introducing any new cuantitative restrictions or measures with similar
effects on products, the trade in which had already been liberalized under the
OEEC scheme (Article 31). From the date cf entry into force of the Treaty,
Members were required not to increase quantitative restrictions on products
traded among themselves which contimmed to be subject to restriction (Article 32).
The second step vas.the establishment of a procedure under which these quotas
would be abolished by the end of a period of transition (Article 33). To this
end, member States were required, one year after the Treaty entered into fcrce, to
convert any bilateral quotas granted to other member States into global quotas
open without discrimination to all ctner member States. At the same time, the
value of all global cquotas spplied by a member State was to be increased by not
less than 20 per cent over the value of the preceding year. The glcbal quota for
each individual product was to be increased by not less than 10 per cent.+ Each
year theresfter, the quotas would be increased in accordance with these rules and
in the same proporticms in relation to the preceding year.

1l. 1In those cases where the global quotz of & member State was less than or
equal to 3 per cent of the national output of the particular product, a global
quota for trade among the member States equal to at least 3 per cent of national
output would be established one year after the Treaty came into effect. After
the second year, the quota would be enlarged to 4 per cent and after the third
year to 5 per cent. In subsequent years, the quota would be increased by 15 per
cent annually and at the end of the tenth year was required to be equal to not
less than 20 per cent of the naticnal output cf the particular product. In cases
where total imports cf the product concerned were below the level of the qucta
granted during two successive years, this global quota would be excluded from
consideration in the calculation of the total value of the glcbal quotas; in
addition, the quota would be gbolished.

j?or countries whose programmes of liberalizetion had surpassed the
requirements of the OEEC Code, tkere were special provisicns for taking this into
account when they made their first 20 per cent increasse in the global cuota
{Article 33, paragraph 6).
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12, It may be relevant to note that a number of members of the Group set up to
examine the Treaty establishing the European Eccnomic Communities had considered
that it was not possible to make a judgement as to whether the provisions in the
Treaty cotncerning the use of quentitative restrictions wculd or would not be
compatible with the relevant provisions of the General Agreement. However, the
Group had, as a practical measure, agreed that any particular problems that might
arise in the actual application of import restrictions by the individual Members of
the Commmity would be exemined in the consultations under the provisions of the
General Agreement (BISD - Sixth Supplement, page 81).

European Free Trade Area

13. Procedures relating to the liberalization of quantitative restrictions

were included in the Convention Establishing the Furopean Free Trade Association.
Article 10 of that Convention provided for a standstill and for the progressive
relaxation of quantitative restrictions in order that they not frustrate "a
reasonable rate of expansion of trade" or create "burdensome problems for the
member State concerned". It also reguired that they be spplied on a non-
discriminatory besis among the member States. Globzl quotas were to be
established on the basis of M"basic quotas"l enlarged Ly not less than 20 per cent.
Thereafter, the basic quotas thus established would be increased annuzliy at a
compound rate of 20 per cent. Where global quotas were to be open to non--Member
States, they included the enlarged basic quota plus an esmount not less than the
value of imports from non-member States in 1959. It may be noted that in cases
where the basic quota was "nil or negligible", the global cuota to be established
‘1as required to be "of appropriate size®.,

Other rezional arrangements

1,. Other regional arrangements also contain provisions for liberelization

of quantitative restrictions among member States. For example, the Yaoundé
Convention contains, in Article 5, the provision that "the Commmity shall not
apply to imports of products originating in the Associated Siates any quantitative
restrictions or measures having equivalent effect other than those that member
States apply among themselves".2 Under Article 7, Associated States are required,

1A "basic quota® for a particular commodity was the value of its imports
subject to quantitative restrictions from Member States in 1959.

2Agr:icultural products covered by the common organization of the market
of the Commmities are however excluded from the purview of Article 6.
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subject to certain exceptions, "not to apply any quantitative restrictions or
measures having equivalent effect to the importation of products originating in
Member States®™.l Provisions for the removal of quantitetive restrictions are

to be found in Treaties establishing regional groupings among developing countries.
For example, Article 3 of the Montevideo Treaty estatlishing LAFTA provides that
member Stetes shall "graduslly eliminate, in respect of substantially all their
reciprocal trade, such duties, charges and restrictions as may be applied to
imports of gocds originating in the territory"™ of other member States.

Concluding remarks

15. Generally spesking end more particularly in the case of regional arrangements
among develcped countries, while quantitative restrictions have been removed at

an accelerated rate on intra-regional trade in accordance with the provisions

of the relevant Treaties, efforts have been made by these countries to apply

such liberalization measures either simultaneously or as soon as feasible to
imports frem outside countries.

paragraph 2 of Article 7 states that the Associated States may "retain
cr introduce quantitative restrictions or measures having equivalent effect
on.the importztion cf products originating in nember States, in order to meet
their development needs or in the event of difficulties in their balance of

payments",



