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Statement by the Répresentative of the Buropean Economic Community
at_the Council Mecting of 1.2 February 1970

In taking note of the report on the meeting of the Expert Group on the Teriff
Study, we should like first to cormend the secretariat on the tremendous task
undertaken by it and the results already obtzined. We should like also to thank the
governmments and national administrations that have helped the scerctariat to assemble
the necessary documentation.

This is the first time that a tosk of such megnitude, consisting of assembling
and comparing the tariff structurecs of* the principal industrial countries, has becn
undertaken in GATT. Bven if this work is carricd out with the aid of poweriul modcrn
techniques, it requires a great deal of preparation in order to introduce into one
single mould tariffs and trade statistics that are often very dissimilar, and we can
well understard that a little more time was nceded for assembling the necessary
documentation beyend the optimistic deadlinc envisaged at the twenty-fifth scssion.

The assembling of this documentation being now practically compleoted, the experts
had to decide on the prescntation of the tebulations which arc to be submitted to the
Dommittece cn Trede in Industrial Products.

Ta tais connexicn the Community wishes to rcecall that, in accordance with the
progzramme of work adopted et the twenty-fourth session, the analysis of the tariff
sivuanion must be gbjective. In our vicw this analysis must also be readeble, - this
is a natural corollary ni' *hc conceplt of objectivity. An analysis which is objective,
bul is incomprchensible cxecpt to o few indtiates would not correspond to the terms
of rc¢furence given to us by the CONTRACT.NG PARTIES.

It was with these two lmperatives in mind that our dolegation took part in the
vork of the Expert Group. When the latter established a classification of products,
we tricl to limit the nmumber of sub-catcgorivs so far as possible, whil> retaining
in th=m an cconomic significancc which will subscquuntly permit a thore..gh analysis
to te made. I would add.on this occasion that it scoms to us that this clessification
corxesponds to o vory large degree to the wishes of the developing countrics, because
the fact vhat the products aru elassificd sccording to their degree of processing will
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thus meako 1% possible to omalyze the woll-known probloen of fdiffcrenticls® as
woll as to identify dutics on industricl raw metericls and very high dutics,
bucausc the morc or less hi~h lovel »f o duty cloarly A=ncnds on the dogres of
procussing.

On the other hend, so far os the choice of averages for celeulation is
concerned, we cannot bub regroeit thot becausc of the pesition hdoptud by onc expert,
it wes not possible to confine the chelce to just two avorsges. As a result,
the tadblos to be presented wo the Scrmnittce will not only be difficult to read
but will furthermore contein avoerzges which, for our part, we comsider arc in no
way represantotive of the truc Lovel of tariff protcction.

‘ Indcod, one oxpert insisted that tuc additional typus of cverages should be
includcd.

The first of the averzges on which this oxpert insisted, average No. 4, is
obteinid oy weighting the rates of cach tariff line by the country'!s own imports.
Now, Mr. Chairmen, all the cconoirists have long sinc. shown that this typec of
average loplies & dowmwerd bics. I shell merdly gquote Professor Charles Kindlcberger,
and his ovook "Internnticnal Commcrech which is the text book of the Anmcrican
wniversities., On page 196 of this work he writes: %Tc weight by actual trade is
likely to give a biasced result, since ths higher the teriff, the more it kceps out
tradz and thce lower its impact. 4 orohibitive tariff would get no weight, which
is absurd."

The calceculations carricd cut by the scerctarict cloorly show this dovnward
biasg which is moreover rucognized by the del.ogation that advocated it. That
delegation contends, however, thot the degreu of bias has been considerapdly
reduced as o result of the Kennedy Round concessions and the conscquent
harmonization of tariffs., That is an opinion wo cennot shere, beceuse we consider
th@t gven if ¢fforts have been made .o achieve such haaonization in a few scetors,
it is for from heving ceci .chisved i the majority of cases.

The swcond averages recormended by this sxpert is average No. 5 which, as he
put it, would correct 2ny downwzrd olas that remcined. Ldccording to tha
delegation, this avercge should be colculated in the following ways:

- onc first calculates, as in tn. pruceding mcthod, thc averages. of
BTH headings, wvlghtlar tariff lines oy tho counury 's own nost-favoured-
naticn iiporitss

- then, howsver, to arrive at th. averags for the category, one re-wcights
thess averwzos of BTN headings by “world" imports, i.e. total inports by
the eluven countries coversd by the study, including imports in the cone
toxt of preforential or intra-rcgional régines (for oxriple, intra~iEEC
trade, intra-EFTA trade, imports from the Commonwealth).
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isverage No. 5, calculatcd inthis way, seens to us illogical and it does very
little to correct the downward bias.

It is illogical from two aspects:

- Likc the preceding average, it comes up against the disadvantagcs that I
have already mentioned.  4s I shall explain in a moment, weighting by
world imports preciscly tends to aveid the. disadvantages of the downward
bias resulting from weizhting by the country's own imports. Now this bies
is re-introduced into the ngth‘” of ealculating at the level of tariff
heodings. B '

- Furthermorc, if I nmay sy so, one is using two weights and two measures.
4t the level of tariff headings, onc considers only imports recciving most-
favoured-nation treatment; ond at the BIN heading level onc considers all
inports, including profercintial inmporte. :

The calculations carriad wut by the seerctariat led it tc concludce that
welghting ot the teriff Ilinc lovil hes nore proncunced cffects than weighting
at the BIN hcading level. ws a rosult, tho downward biss introducsd by weighting
by the country's wvun inports is only very slightly corrected by re~weighting by
world irmmorts at the higher level. This is norc.ver rnmply borne out by tlie
secrutbnriat coleulations.

For the rensons 1 hﬂvc indicated, the Curmunity could not consider
averages Nos. 4 end 5 ns being representative of the thiriff 51tuotlon in thec
various.c rteg rics covergd by the study.

The Gomnunltj like most of the osther ﬁbleh‘tlun thet expressed their vicws
in the Expert Group, was in fvvJur Jf average Noo 2. :

Aﬂﬂlttudiy, no perfoet "vcr(hc exiﬁ s, but we econ come cluse to one. Still
according to Frofessor Kindlceberger, "the currcct system f weighting is the velue
which would be aschicved under frec trade. There is no wey of knowing it without
an encrnous fmount of infurnction on elostieitics". We zre, of coursc, not
asking that a task such as this be undertaken, bucause we iﬂﬂ”lnc it woeuld t=ke
yenrs.

The cluscst messurc of what the valuc of trade weuld be in the absence of oll
duties is to be found in "world" inmports, including preferential and intro-rogional
imports which in nest emscs arc cffeeted duty fruc or subjeet to relatively low
duties. This is admittedly not o perfeet ynrdstick, but it is the least inperfect.
On condition, huwever, that onc docs not ot the cutset restrict the ineidence of
national custums dutics by woightins the by the country's own inports.
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Lecording to the mzjority cf the experts, average No. 2 therefore bast
reflects the true situation. This 2 erage is caleulatid in the following weys

~ simple arithmetic average of national tariff lines for cach BTN heading;
- weighting of these averages by "world? inports at the eategory level.

In the 2bsence of detziled statistical data on "world" imports at the level
of individual tariff lines, which would require an immense amount of concordance
work, this avorage seems to us tu be the best reflection of protection, provided
of course that it is accompanied by a table showing the disposzl of duties above
and below the zverage, which is moreover intended as regerds the tables 4o be
distributed to the Committee.

Most of the experts urged that this average which I have just described should
be sclected, together with the simple arithmetic average already shown in the
preliminary tablss based on 196/ statistics. Unfortunately, one delegation
insisted on including the other twe averages whose lack of representativity I
have underlined.

In the Expert Group, we expressc? the hope that the position of that
dclegation would be reviewed. We must acknowledge, however, that cur hopes have
been disappuinted. :

Mr., Chairmen, we cannot but regret this deeision which will not only meke
the study excessively complicated tu read, but will olsu introduce into it
elements that ere not roepresentetive. Indeed, since four averages erc tu be
calculated =t the same time for the hezdings ns 2 whole, and for the dutiable
headings, this means that the recder will be confronted with eizht averages. For
cur part, we wish tc reaffirm here that overages Nos. 4 and 5 which will be
included in the study cannot in ~ny sircunstances be ccnsidered as cbjective
averezes, beczuse of the prun.ounced downward bias inherent in them, and we
disclain them here and now.



