THE EUROPEAN COMMUNITY AND THE UNITED STATES IN 1980

A review of US-EC relations

Dieter Strack
Simrockstr.25

D~-532 Bonn

West Germany

thf/ /f§>;27§>



VS

[ CETON 4 e e - o o e e e e e e e e e e e e e 1
. O NERAL TRADE DEVELOPMENT - =~ = = = = = o = o o o« - - . - - - 2
1. LT UITURE - - - 2 2 o m 4 2 e e e e e e e e e o e e &y
T, CH=ULARIFTY BARRIERS= = = m e = e e e e h e o e e e - - - 30
1. Cuzntitaetive Restrictions = = = - -« - - - « - S - - - 11

2 Government Frocurerment= = = = = = = o = « o « 4« o~ 4 o 7

2. Dorestic Interrational Sales Corporations(DISC)- - - -~ - - Ge

Iy, Non-£c¢hersnce to the BTN= =~ = = - = - - = - - = = = =« - = 1%

Se Ldministrsziive Obstacles ard Standards- - = = = = - - - - 1L
iv. THE EUROPEAN MCOIETARY SYSTEM~ = = = = =« & o o = = = = = =~ = 15
V. PREFERENTIAL AGREEMEMTS - = = = = = = = o = = o & & o 4 - = = = ZC
VI. AMERICAN INVESTMENT IN EUROPE- = = = = = = = = = = & = = = - - 24
VII. JAPANESE-COMMUNITY TRADE RELATIONS- = = = = = & & o o o = o« = - ’
VITI. THE MULTILATERAL TRADE NEGOTIATIONS=- = =« = = = =« =« = = = = = 28
1. Industrial Tariffs~ = = = = = = = = = = = = = = = - - - 28

2e Code on Subsedies and Countervailing Duties- - - - - - - 22

3. Code on Government Procurement- - = = = = = = = - - - = 33

L, Code on Technical Barreirs to Trade- = ~ = = = = = = ~ =~ 34
Se 5. Code on Import Licensing- - - = = = = = = = = = = = -~ - 35
6. Agriculture= = = = = = = = = = = & & - - o - - - - - - 35

7 Less Developed Countries- - = = = = = = = = = = - - - -~ 37
CONCLUSION = == = = = = = & o = ;s e e o e e m oo e m e = = L

STETISTICAL ANNEXES

TABLE I: Development of Trade Between the European

Community and the United States = = = = = = = = = - - 41

TABLE II: Book Value of Direct Investments of the USA

in the EEC and of the EEC in the USA at year's
end = - = = = = = 4 . e .. e m e e o e e m = Lo

TABLE III: Official Reserve Position: Structure in the

Main Industrial Countries at the End of «October

1979 = = = = = = = = - e - e e e e e e e e e e e = - L3

TABLE IV: General Statistics = = = = = = = = = =0 0 = =0 = = =« - - Ly
TABLE V: Development of Trade Between the EEC and its

Main Trading Parties:

(a) Balance of Trade =~ =~ - - = - - = = = = = = = = = k5
(b) Imports from Member Countries of EEC- = = = = = k6
(e) Exports to Member Countries of EEC_ _ _ _ _ _ _ ﬁg
(d) Intra-Community Trade~ = = = = = = = = = = = = =
(e) Total of Imports by Area of Origin,

in million EUA= = = = = = = = = = = = = = = = - - k9
ff) Total of Imports by Area of Origin,

in per cent- - - - -~ - o _ - - oo 50
(g) Total Exports By Area of Destination, ”

in Million EUA - = = = = = = = = = = = — - = - = 51

(h) Total Exports By Area of Destination,
in per cent = = = - = = = = = = = = = = -~ - - - 52



T;:,,J,‘%ﬁ<nll

it s cith a vicw Lo contributing to a more thorough understanding
b tusues being discussed between the United States and the
Jvrope s Coondity in this period of time that this note has been
proparad. |

The mcthod chosen in this paper is a factual comparative presen-
tation.This note is specifically limited to matters within the

direct competence of the European Community and in particular

that of the Commission.

1
« This note is partly an updated version of the note " The European

Community and the United States in 1973 ", published by the

Spokesman's Group in December 1973.



Ceneral Trade Dovelorment

Since the establishment of the European Community in 1958,
trade between the Cowmunity and the United States hgs developed
at a brisk pace to the benefit of hoth trading partners.

The rising standard of living in the vast outlet of the Euro-
pean Common Market and the abolition of virtually all barriers
to trade within Europe have made this an attractive outlet for

American products.Similarly,there has been substantial growth

in Community exports to the United States.

An additional factor behind the spectacular growth of American
exports to the European Community is the low level of the
Community's common external tariff.The Community's common

tariff was established,with a few minor exceptions,as an aQerage
of the previously existing tariffs of the original six member
states.As a result of the enlargement of the Community through the
entry of Denmark,Ireland and the United Kingdom which became
effective January 1,1973,the previously existing tariffs of those ocountries
were reduced as well since these tariffs were somewhat highef

than the common external tariff which was effective before the
enlargement.By July 1,1977 all three countries after a period of
three years had adopted the Community's external tatiff.

As to the result of the Tokyo-Round of Multilateral Trade Nego-
tiations which were conducted in the framework of the General
Agreement of Tariffs and Trade (GATT) between 1973 and 1979, the
Common External Tariff of the European Community has peen lowered

~even further. (For detailed information see page 31 ).
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STl o bhe oo atis Y ve luwoa taplewented, JO.5 per cent of European
esoaie Conmnity (REC) tariffs on industrial goods will exceed
10 per cent and 1.5 per cont will exceed 15 percent,while 7 per cent
of the Mmerican industrial tariffs will exceed 10 percent, 5 percent will
cxeced 15 per cent and still 3 per cent will exceed 20 percent.
Only one out of a total of 2100 dutiable tariff lires in the
Community will remain subject to a tariff of more than 20 per
cent ( 22 % on trucks ).The average tariff on industrial pro-
ducts in the Community after implementation of the MTN agree-
ment will be 3.9 per cent,whereas the U.S.average tariff on

all industrial products will be 4.7 per cent,

Since 1958 the Community has been a dynamic fast-growing

market for American exports.In 1958, the Community imported
2.8C8 pillion Units of Account (UA¥orth of goods from the
United States,while exporting UA 1.644 billion, In 1978,
the value of imports from the United States was more than

ten times as much: the Commnity imported 28.250 billion UA

from the US and expcrted goods of the value of UA 23.141 to

the United States.

Ever since the Community was founded in 1958 it has run a
continous and substantial trade deficit with the United

States averaging UA 2.243 billion annually (see Annex,Table 1).
In 1978, the trade deficit was 5.109 billion UA ( 3 billion $)
which signifies,however,a reduction in the deficit by 38 per
cent.

US exports to the EC increased 18 per cent in 1978,reflecting

overall US export growth.The EC share of US overall exports



clwore o Jeos aaintained since 1974 ot a rate of 22,3
Lo cent.the Comnunity's share of US non-agricultural exports
vone from 20.4 per cent in 1977 to 21.6 per cent in 1978.
"he same year the EC contributed 16.9 per cent of US imports,
the second year of moderate increases following the period
1270-1976 when its share fell from 23.1 per cent to 14.8 per cent.
Regarding trade with the individual member states, in 1978
the United Kingdom and the Federal Republic of Germany accounted
for 22 per cent of US exports to the EC.As related to US imports
from that area,the FRG and the UK accounted for 34 per cent and
22 per cent respectively in 1978.
In common with all US trade in that sector,the US continued
her deficit on the manufacturers account with the EC which
increased from 2.1 billion $ in 1977 to 4.0 billion $ in 1978.

The US capital goods surplus with the EC which more than

doubled over the last ten years further incraésed by 15 per
cent from 4.6 billion $ in 1977 to 5.3 billion $ in 1978.
Exports to the EC rose 27 per cent while imports were up

40 per cent on the previous year.

In consumer goods,however,the US continued having a negative
trade balance with the Community,a deficit which totalled
3.4 billion $ in 1978.

Although the EC slightly increased its share of US'consumer
goods imports by 5 per cent in 1978,its share (21 per cent )
was significantly lower than in 1970 (28 per cent ).

The EC share of US overall imports increased from 15 per cent
to 17 per cent in 1978 ,totalling 29 billion $.This in-
crease reverses the declining trend experienced from 1970

to 1976 when the EC share fell from 23 per cent to 15 per cent,



a 1.t that was mainly cuve to OFEC's increasce in its trade
e,

The EC romains the largest buyer of US goods,accounting for

22 per cent of US imports in 1978.This share has been fairly

constant since 1974 and,in 1978, represented a value.of over

32 billiion S.

In 1978,exports from the United States to the European Community

increased by 21 per cent,reflecting an overall export growth

rate of 20 per cent.

US exports of non-agricultural goods to the EC were growing

much faster than at the overall growth rate(26 per cent

compared with 19 per cent.) As a result of this growth rate,

the EC share of non-agricultural exports rose 2 per cent to

22 per cent in 1978.

The US registered growth rate in its exports to the EC

in sectors such as aircraft and spacecraft and parts (+62

per cent),beverages and tobacco(+53 per cent),transport

equipment (+50 per cent),medicinals and pharmaceuticals

(+49 per cent) and office machinery and computers(+41l per cent).

Agriculture

The European Community is the most important market for US
agricultural exports which have constantly increased since
the introduction of the Common Agricultural Policy (CAP}

of the EC.In 1964,the last full trading year before the




ot o Tac b ion ol the e,y coar o lineal o ot to A he ot
Hoal wix menbors of dhe Coooanity, inelnding cotton,anount ed
to 1.4 billion $.By the ¢nd of 1472,before the entry of the
‘nited Kingdmwn,Denmark and Treland into the EC,they had risen
to 2.1 billion $ annually.Exporits to the Nine in 1978 came
to a record 7.2 billion $ according to US Department of Agri-
culture statistics.This 7.2 billion $ figure accounted for a
quarter of the 29.4 billion $ in total US farm exports during
that year.This also indicates a share increase of about 3 per
cent between 1964 and 1978.Whereas US agricultural exports to
non-Community countries registered a growth rate of 395 per
cent in the period between 1964 and 1978, the total value of the
US agricultural exports to the Community increased even 20
per cent more.
There have,of course,been shifts in the product mix of Commu-
nity agricultural imports from the United States.Some pro-
ducts have advanced faster than others.The increase of corn
and wheat imports for example,has been slower than the pheno-
menal growth in imports of soybeans and soy products,although
in 1978 wheat imports from the US by the Community went up
by 95 per cent according the US Foreign Agricultural Trade
Statistics Report.The export boom in soy products is primarily
due to changing livestock feeding techniques with a much greater
use of high protein soy products and a declining use of pro-
ducts such as corn.
In contrast,Community agricultural exports to the United States
are much smaller than EC imports from the US.In 1973,after the

entrance of the United Kingdom,Ireland and Denmark into the



Cornamity becene e fective,the Nine's farm erports to the
United States totaled 1.12 billion $ or 13.2 per cent of total

US farm imports.By 19Y78,the Community's farm exports had risen

io a total of 1.859 billion $,whereas the US exported 7.176 billion

5 worth of agricultural goods to the Community.The Community thus

had an agricultural trade deficit of 5.317 billion S with the
United States according to US statistics.

Many of the most important Community agricultural exports such
as dairy products and ham are subject to quantitative restric-
tions in the United States,For example,only one member state
of the Community,Ireland,is allowed to export beef to the US.
This means that the Community's export possibilities for farm

products are strictly limited,although,as a result of the nego-

tiations on agriculture in Geneva (for details see page 35 Lthe

US has now somewhat liberalized its stand on quantitative im-
port restrictions.This fact will undoubtedly help to avoid
frustrating experiences like the "cheese war" which,in 1975,
detoriated US-EC agricultural trade relationship to a large
extent.

All industrialized countries have special agricultural pro-
grammes suited to their structures and climate which aim at
integrating this important sector into the whole economy

after reorganizing it appropriately and guaranteeing agricul-
tural workers a resonable income compensation in comparison
with industrial workers.

For the Community,agriculture is indeed a very important
sector,since 9.6 per cent of its working population is employed

in agriculture.In certain regions of Southern Italy over 50 per

cent
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of the workers sre on dhe T30t h b coullaorn ond Grdgone nl ol s .
dity, vhich is 1o econe effective Januvary 1,1981;, with the 2ddition of

Crococe and with Spoin ond Portugal joining the Community later

this decade,this ¥igure will certainly incrcase.

In contrast,agricultoure accounts for only 3.2 per cent of the

US labor force.

Trade in agricultural products has consequently aiways been

more restricted than trade in industrial products,and no indus-

trial country allows totally free and unhin@ered agricultural

commerce.'l'he American government, for example,guarantees its

farmers' income and protectsits agricultural sector by means

of the income support system and quantitative import restric-

tions on many products.The restrictions are applied under a

1955 derogation clause in the GATT rules.That year,the US sucess-

fully asked the Contracting Parties of GATT noé?;pply the Agree-

ment's Free Trade Philosophy to US imports iﬂ agricultural pro-

ducts,allowing the United States to restrict the import of most

farm goods by referring to Section 22 of the Agricultural Adjust-

ment Acé.

According to GATT studies,nearly one half of American agricultural

production is shielded through these quantitative restrictions.

The Community uses a different system to guarantee agricultural
income.For some imporﬁant commodities such as wheat,corn and
dairy products,farmers are given a guaranteed minimum price and

a variable levy is applied td@ imports.Fixed import duties are
applied to many other commodities,such as mutton,tobacco and
fruits and vegetables.All the products covered by markets schemes,

or 95 per cent of total agricultural production,are free of quan-



el costoieiionsorhe only cxooption is Troit ood oo b
«hichoat certain tives of the yuar;ere subject to timetables.
“oreover, 43 per cent of US agricwltural exports to the Community
~=nch as soybeans and soy products which last year accounted
Tor nearly 3.3.billion § today enter the Community without any
tariff or restrictions.
European agriculture,finally,must be viewed in its social con-
text.Although the " green revolution "has reached Europe iﬁ
recent years,raising productivity in some areas and for some
products to levels comparable to those in the US and Canada,
European agriculture is by and large still backwards by inter-
national standards.Too many workers are still tilling small
inefficient farms that are incompatible with today's modern
mechanized agriculture.In 1978,in the Community 77 per cent of
the farms were smaller than 20 ha in area,whereas the average
American farm was 1l6o ha (400 acres).There exists,however,
in the Community a clear trend towards larger holdings and a
declining farm population.In 1970,10 million people were em-
ployed oﬂ/the farm,by 1978 this figure had dropped to 8.4million.
During the period 1968 to 1977 the annual rate of labor migration
from farming was 4 per cent in the Community.However,between
1973 and 1977 it declined to 3.l1l.per cent.Still more recently,
the corresponding figure was 2.5 per cent,reflecting the reduced
availability of non-agricultural employment. The resulting social
and thereby political problems are of such magnitude that they
can be solved only by gradual reform of the basic farm economy
structure.They can not be solved by drastic means but only through

social evolution.
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Cicy which stands 1o be the covnorstose of Furopean integration,
the Cormanity is currently atio pting to reform it in order to
rostore a balance to consneption and production,especially in
the milk scctor,

There is a new orientation in the Common Agricultural Policy
which can best be seen in the Community's Mediterranean Policy
which eventually will serve to reorient the CAP.The Mediterranean
Policy which,in fact,also concern other parts of the Community
with special needs such as Western Ireland,has been designed

to be flexible,to deal with both marketing and structural problems,

and to promote proper and well-directed use of the land.

Also,in the area of the Community's international trade, progreés has been mace
In the Multilateral Trade Negotiations (MTN) the Community
concluded agreements with practically all major agricultural
exporting countries of which the United States is the most
important.These agreements ( seealso page ) have brought
a different climate and a different type of cooperation in
agricultural trade between the EC and the Uﬁjited States.
The Nine's trading partners have accepted that the Common
Agricultural Policy is politically,economically and socially
absolutely necessary for Europe.These countries can be
assured that there will be enough flexibility available.

Of course,the Community's volition to export will continue.
This is highly impcrtant for the balance of payments of a
number of member states,but agricultural exports will be

executed in such a way that the Community will be able to live in
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The vpost war movement of trade liberalization bas heen sucessful

in lowerlng hlgh walls of industrial tariff protection built du-
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tariifs have come down,

nontariff barriers to trade have taken on greater significance.
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The GATT hds drawn up. an invencory of rore than 800 nontariff measures.

This GATT inventory shows that all conntries have extensive nontariff barriers.

' Feonomic integration within the Camwon Market has already decrcasced the

nurber and magnitude of nontariff barriers previously erected by the Six. Since
1958 such technical barriers to trade as national subsidies to shipbuilding, the
Ttalian statistical tax and various national and technical nomms and standards
have been harnmmonized, reduced, or removed at Cammunity level as part of the
process cf establishing a truly comrmon market among the Si’x. This action was
taken to facilitate intra-Comimnity trade, but the effects are balso' beneficial
for exports from all non-member countries.

The Camunity's tax system based on value added tax (VAT) has samztimes

’.(b?en misunderstood and regarded as a nontariff barrier. The VAT has been adopted

by the Cammnity as the most appropr iate means of harmonlzmq the existing

disparate Furopean systems of indirect taxes, many of which had features which
micht have laid them cpen to being called nontariff barriers. At the present
time the Momber States apply differing VAT rates, but eventually these will be

ais

harmonized.  The VAT, like the sales tax which is uscd in 46 of the 50 Amcrican
states, is an indirect tax. The trading rules of GATT pernit bord-r adjustmonts
on irdirect taves so that foreign and donestic product's conpete on an exual
footing. Thus, both locally produced and irported goods are equally taxed when
cnld within the state or country, and taxes necd not be piid on axxds oxgor texd
outside the state or country. This applies ojally for the mnzricmj state sales

{axes, =uch as the 6 ror cont tax of Cennsylvania, and for ine VAT,

- o e————————
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Lox is the methed of application.The VAT is paid step by step

At every stage of production,while the US sales tax is paid

only at the consumer's point of purchace.The VAT is recognized

by the GAIT as a valid fiscal measure which does not interfere

with international trade.The Organization for Economic Ccoperation
end Development (OECD) also made an extensive inquiry into the
trade etffects of the VAT and concluded that it was neutral and

did not distort competition between domestic and imported foods.
Since foreign and domestic goods are treated equally under the

VAT system,the VAT cannot be considered a protectionist border
tax.

Quantitative restrictions

Quantitative resFrictions,which set absolute limits on the
amount of an item that can be imported,are generally much more
harmful to free trade than tariffs.Quantitati&e restrictions
can take place either via quetas or via so-called " voluntary

i)

self-limitations whereby the exporting country restricts the
level of its exports.

The United States has been making increasing use of quantitative
restrictions ,especially through the use of " orderly marketing
agreeﬁents ".In 1963,the US had only seven quantitative restric-
tions;by 1980 the number of product catagories covered by quan-
titative restrictions,including quatas and "voluntary"limita-
tions had risen to ahotal of 134 .In the Community, however,

ﬁhe trend has been exactly the opposite.On June 1,1968,the Commu-

nity of the Six applied 357 quotas;ten years later,1978,the EC

had reduced its quantitative restrictions to 233.Although this
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toree ds o highor than 000 of {he oid Slaies, it reit oot s
snocricrsive cuount of duplication,since 1he ~ooe prodiets
3y be subject to restrictions in more thanone nmember state;
forihermore,it includes the restrictions being applied by

Denmark, Ireland and the United Kingdom which had not been

taken into account in 1968.

Government procement

Although the United States Congress endorsed the Agreement on
Government Procurement,concluded in the MTN in Geneva in July
1979which will increase the export possibilities for foreign
goods being purchased by governments,it will remain mandatory
for the US Department of Defense which maintains a lomg list of
products,including shoes,clcthing, food, tools,ships and ship
components to purchase these products " from domestic
supﬁliers only.The provisions of the bill implementing into

US domestic law the Geneva Agreement on Government Procurement
likewise 8o not apply to purchases by the US Department of
Transportation, the Department of Energy,the US Poétal Service
as well as COMSAT,AMTRAK and CCNRAIL.

Furthermore,procurements by state and local governments are
not subject to the Agreement,thereby allowing these authorities

to continue applying their appropriate Buy American laws.

Comestic Internatiornal Sales Corporations

In Cecember 1971,the US Congress passed the Revenue Act cf 1971,
promoting the establishment of Domestic International Sales

Corporations (DISCs} which are allcwed to defer payments of
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fox deferaent then becomos a tax cxoo iion since it is never
tsxed as long as the profiis sve not distributed to the stock-
holders, but instead are rcoinvested for «xport development.

whis tax exemption,as domesiic critics point out,results in an
annual lcss of up to 750.000 $ to the US Treasury.To qualify as
a DISC,a corporation must do 95 per cent of its business in
exports,but any business may form a DISC as a "paper" subsidiary
thrcugh which to channel expcort sales.

Since December 1971,11924 DISC companies have been established,
although the number of companies actually operating may be soﬁe—
what lower.

The Community believes DISC violate Article XVI of the GATT
and,in 1976, a special GATT panel decided that,indeed, the DISC

violate GATT regulations.

Non—-Adherence to the Brussels Tariff Nomenclature

Most of the world,including the European Community,observes

the Brussels Tariff Nomenclature (BTN),an international con-
vention establishing a system of classificaticon for virtually

all goods traded in the world.For countries applying the
internationally accepted tariff nomenclature,duties are unifcrmly
assessed on the sum of cost,insurance and freight (c.i.f.)

The United States is one of the few major trading countries
which does not use the BTN.Instead, it has retained a complica-
ted tariff structure of its own where most duties are levied on
the free on board (f.o.b.) price.This US system of duty asses-

meht is generally a source of confusion which hinders interna-

tional trade.
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Dincee 1920,the so~-called Jones Act (Mevehant Marine Aot )

prohibits goods being shipped along the US coasts by foreign-

wade vessels.,

Repair jobs on US-registered vessels abroad can only be done

at a surcharge of 50 per cent.

Other US legislation (Federal Trade Commission Act and Textile

Fiber Products Identification Act) requires "mark of origin"

such as "made in Italy" or "made in Japan" on all products.

This complicates production and can also result in discrimination

by buyers against foreign goods.

Out of the wide variety of administrative measures that compli-

cate Community exports to the United States,the US Toxic Substances

Control Act (TOSCA),now in the process of implementation;

is of very great concern to the Community.Under TOSCA which gives

the US Environmental Protection Agengy (EPA) a major new area of

responsibility to protect public health and the environment against

the possible hazards of chemicals and other toxic substances,EPA

is authorized to require first,premanufacturing notification,

second, the performance of premanufacturing testing (under relatively

undefined notions) . Tﬂe consiaeréﬁle burden_of fulfilling these

requirements falls upbn iarge ané small volume exporters alike.

Since the biggest part of the Communities exports in chemicals ,

worth more than 1.2 billion $ in 1978,are in small quantities, the

notification and testing procedure can translate itself into a
considerable increase in cost and thus into a competitive

disadvantage for the Confaiunity producers on the US market.
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05 million $)of total «-port vslue is in new =ubatiaces which
will be effected by the l.w.Since EPA is considering not apply-
thg the notification «ud iosiing rules to domestic manufac-

ture s,ihe new law results in discrimination against foreign goods
which is clearly contrary to international obligations and
also to the US Trade Act of 1974,Section 102,which aims at

holding nontariff barrriers at a minimum.

The European Monetary System

In what may be one of the most important developments in the
European Co%munity in the last 20 years, a European Monetary
System (EMS)came into operation March 15,1979 after the Euro-
pean Council at its meeting in Bremen,Germany on 7 July 1978
had proposed that closer monetary cooperation be established
between the member states of the Community.Initially,this

idea was lauched by EC Commission President Roy Jenkins in

a speech at the European University Institute in Florence,Italy.
The establishment of the EMS is seen as a new impetus toward
Economic and Monetary Union in the European Community.

The EMS's long-term objective is to create a zone of monetary
stability in Europe and to contribute to strengthening
international monetary relations.Its short term aim is to stabi-
lize the exchange rates between the currencies of the member

states,giving a proper European dimension to markets hitherto



eided Ly what have oficn boon calicd divorderly orcbinge ool
cIhictuations.So, the rMS i3 atued at fostering economic growih in
irope,notably by way of the favourable impact which the re-

¢ wiablishment of a single market is expected to have on the roviival
in investment. i

All the Community countries are participants in the EMS, however,so far,
the United Kingdom does not intend to apply the exchange
rate regulations of the EMS.In addition,non-Community countries
which have close economic ties with the EC can participate in

the exchange rate arrangements by means of association.

In this way,the "zone of stability”in Europe could be extended
beyond the confines of the Community.

The EMS by far superseeds the European narrower margins arrange-
ments ("snake"nit is,as EC-Commission President Jenkins decribed
it in a speech at the National Press Club in Washington,D.C.

on December 15,1978 "a very diffient aniﬁal";

A key role in the EMS is played by the European Currency Unit
(ECU) ,which is used as a numeraire for exchange rates,an indicator
for emchange rate divergences,a denominator for claims and liabi-
lities in the EMS and a means of settlement reserve asset of
Community Central banks.Tthe value and the composition of the
basket-type ECU is identical with the definition of the European
Unit of Account (UA).Each currency has an ECU-related central ::ate.
These rates are used to establish a grid of bilateral parities or

central rates around which fluctuation margins of +2.25 per cent

have been fixed.Italy was granted a margin of + 6 per cent.
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Chsowider argin T ho o 3 by 0 need s s oo an oo
conditions permit, Vihon il ese margins sve reached,oificial
intervention by the central banks s compulsory,however,it is

al=o possible to intervene vefore the morgins are reached. Compul-
sory intervention means that ‘Comsunity central banks are re-
guired to buy or sell partner currencies in unlimited amounts

at bilateral exchange rate limits.Central bank intervention will
generally be executed in "participating currencies,although
intervention in third ciarrencies is not excluded. -
In addition,; the new system incorporates an indicator that measures
the divergence of the rate of each currency in terms of ECU.If a
currency crosses the threshold of divergence which is set at 75 per
cent of the maximum spread of divergence allowed for each currency
there is a presumption that action will be taken to prevent avoidable
tensions that have already materialized.Such a situation will be
corrected by adequate means,namely’ ,

a) Diversified intervention--this means intervention in

currencies other than the currency which is furthest

from the intervening currency diversified interventions allow a
better spread of the burden of intervention between the participa-
ting currencies in the EMS;

b) Means of domestic monetary policy. this includes,among others,
r.2,asures affecting the interest rate which have a direct affect

on the flows of capital;

c) Changes in the central rates while the EMS itself ought to

contribute to reducing divergencies in economic performance,
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ced incechsnge rafes s foreseen in the Bronen egrcement,in Sep-
~aler 1979 the exchange rates were reexamnined and adjusted.

Tinally,other measures of ceconomic policy can be taken to pre-

t

vent tensions in the system.This could include,for instance,
measures in the field of budgetary policy or income policy.
The central banks participating in the system can fulfill their obligations
to intervene only if unlimited amounts of Community currencies
are available to them for this purpose.Since this is normally
not the case,arrangements have been made in the form of very
"rhort—term financing operations to ensure that a central bank
can obtain the amount of currency it needs for intervention
purposes.The very short-term financing of intervention balances
expires 45 days after the end of the month in which the value
date of the intervention falls.
To serve as a means of settlement,an initial supply of ECU
was provided by the European Monetary Cooperation Fund (EMCF)
against the deposit of 20 per cent of the gold and 20 percent of
$ reserves then held by the cehtral banks.

Other financing mechanisms

During the transitional period up to the establishment of a
European Monetary Fund (EMF) in the final stage of the EMS,

the long-established Community support mechanisms for financing
short and medium term bridging credits to member states will

be retained but extended to an amount of 25 billion ECU of

effectively available credit.The distribution of this amount
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Short term ronciary cupport 14 bHillion «cU
- Moediam term fincacial assistance 11 billion ECU
The FMS ond the hollar

Some people in the United States have suggested that the creation
of the ECU and the eventual establishment of a European Monetary
Fund could precipately and dangerously weaken the role of the
dollar as a medium of international exchange.High ranking Com-
munity officials have repeatedly emphazised that,although a
'.mavreserve unit was created,its use will be strictly limited
to transactions between the central banks of the Community.
The Bremen agreement stated {hkat " the EMS is and will remain
fully compatible with the relevant articles of the IMF agree-
ment.It cannot therefore be a threat to the dollar, the strengh of
which is as much in the Community's interest as it is in the
interest of the United States.In a statement,issued in December
1978,the US Administration welcomed the decision to set a Euro-
pean Monetary System,calling it " an important step towards
the economic integration of Europe which we have long supported.
'We believe that the new arrangements will be implemented in a

way which will contribute to substantial growth in the world

economy and a stable international monetary systemf‘
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EC Convention
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Sifly-seven African,Caribbean and Pacific countries (tﬁe ACP
covntries) have concluded a new Convention with the Community
covering a five year period (1980-1985) and which will féllow
from the first Lomé Convention signed in February 1975.The new
Convention was signed in Lomé on October 31, 1979.
These conventions originate from the early days of the Community.
When the first six countries signed the Tééty of Rome in 1957,
some of them were still colonial powers.The fourth part of the
.treaty consequently dealt with Community aid to countries which
were still dependent.After independence,l18 African countries
still wished to stay associated with the Community.In July 1963
the Yaoundé Convention was signed setting up a free trade zone
between the 18 and the Community.It also covered financial aid
and institutional matters.
After the entry of the United Kingdom,Denmark and Ireland into
the Community in 1973 ,several British Commonwealth countries in
Africa,the Caribbean and the Pacific decided to join the countries
.11ready associated t'o negotiate a cooperation agreement with the
Nine.
The originality of the cooperation between the Community and the
ACP countries is based on four principal elements!
the durability of cooperative relations,based on a legal system
and a freely negotiated contract between equal partners the Commu-

nity for one and the 57 ACP countries for the other);
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vodch excludes all o gipnlation ¢f coo ooic or ideological diseri-
mination)
The exis’ nee of cowon institutions permitting a constant and

constantly dnproving dialogue @ consultative assembly brings to-
gether members from the European Parliament and representatives
from the ACP countrjes}the ACP-EEC Council of Ministers,the higher
body, meets once per year and is assisted by a committee of ambssa-
dors
the wide and coherent range of areas covered by the cooperation
“ior the first time--a group of industrialized countries has
developed an integrated policy towards a group of Third World
Countries.

Sector by Secctor, the new Convention covers the following aspects:

Trade cooperation. Virtually all products from ACP countries can
enter the Community without incurring customs duties.The Community
demands no reciprocal action by its partners.The list of pfoducts
that benefit from free entry into the Common Market has been enlarged
in relation to the preceeding Convention since it now covers more
' ‘han 99.5 per cent of ACP exports.For certain products which com-
pete directly with European agriculture,the Community,while not
according them comlpetely free access,has nevertheless agreed
to give them preferential teatment.These different trade advan-
tages are particularly useful to ACP countries since 50 per cent
of their exports go to the Community.This percentage is often
above 60 per cent ahd in the case of Togo it is as high as

90 per cent.
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Fooiginal aspect of the meC-2p Convention copoced 1o classic
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Jovelopment aid thinking.Tt is not cnough to give money and to
~11ow Third World goods into the markets of industrialized coun-
ivics,exports must also be assured of reasonable earnings.
'Stebex' works like an insurance against bad years.The Community
guarantees a minimum income to ACP countries for their earnings
from exportimg a certain number of basic products to the Common
Market.Forty-four products are covered by this system.The prin-
cipal products are coccoa,coffee,peanuts,tea,sisal.In principle,
“Stabex' applies only to goods exported to the Community ang
6n1y when the export earnings from the product amount to ﬁore
than 6.5 per cent of the total export earnings of the country
concerned ( 2 per cent for the poorest countries).When export
earnings drop compared to the previous year‘s average,the Commu-
nity compensate:ithe lost earnings.In general,Community aid
should be reimbursed when export earnings return to a satisfac-
tory level;this obligation is not applied to the 35 least-deve-
loped countries.The new Convention has introcduced a system
Malong similar lines covering certain minerals,The Community

q.gssures manufacturing countries the minimum protection needed

to maintain their export production potential.

Financial and technical cooperation:. The European Development

Furl! (EDF)contributes to financing the development of ACP
countries on the basis of programmes drawn up by each of them.
The funds available to ACP countries have been increased by

around 72 per cent by the new Convention.
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Cooobly seinforces this cooperstion Ly explicitly placing it in
e context of growing interdepondonce between Furope and the ECP
ntries.Cooperation will be siopped up in areas such as energy

crcspacting,new energy sources,iaritime transport and fishing.
Private Furopcan invesiment will be encouraged by a general clause

which could open the way for Community investment protection agree-

ments.

Besides this ambitious form of cooperation,the Community has
concluded other preferential trade agreements with Third World
"’countries .These cover,
eight countries in the southern Meditteranean:Algeria,Morocco,
Tunesia,Egypt,iIsrael,Jordan,Lebanon and Syria.The main provisions
offi these agreements are unrestricted access to Community markets
for industrial goods,customs preferences for certgin agricultural

products and financial aid up to around 900 million S$.

Latin America. non-preferential trade agreements with Argentina,

Brazil,Mexico and Uruguay, a number of agreements have been made

with other countries dealing with trade in textiles and crafts

Asian countries: non-preferential trade agreements have been

concluded with Bangladesh,India,Pakistan and Sri Lanka.Cooperation:

is also growing rapidly with countries belonging to ASEAN-

the Association of South-East Asian Nations.



voestiment in Furope

Tosricen iavestment in Furope is an ioportant element in the
coaptex kaleidoscope of Atlanitic and ronetary relations.
n 1358 Fmerican investment in the Comnunity of Six totaled
1.908 billion $,at the end of 1971 it stood at 13.574 billion $.
In addition to this there was 8.941 billion $ of US investment
in the United Kingdom.Total American investment in the Nine at
the end of 1978 reached a record of 55.283 billion $.Such figures
take into account only investments by US firms directly from the
’United States and do not include investments by American holdings
| located, for example,in Switzerland,Luxembourg,or the Bahamas.
Since its establishment,the Community has been one of the fastest
growing regions for American direct investment.The perspectives
of a large,more unified and affluent market encouraged many Ameri-
can companies to establish manufacturing plants in Europe.In 1958
investment in fhe Community comprised only 7 per cent of total
American investment abroad.By 1971 the Community proportion had
risen to 15.8 per cent.By the end of 1978 this share figured at
32.9 per cent .The largest part of US investment in Europe,in
’contrast to that in most other areas,is in manufacturing industries
rather than in petroleum or mining.
The volume of direct American investment in the Community is
perhaps more accurately seen from the annual expenditure of
American companies on plant and equipment.Capital expenditure

comprises capital transferred from the United States,capital
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5 3.5 billion $5;in the United Kingdom it figured 1.6 billion $
i oone year.At the end of 1978, al capital expenditures in the

EC toialed at 12.56 billion $§ which was more than 40 per - -cent of

the total capital expenditure of all US foreign subsidaries around

the world.According to US Chamber of Commerce estimates,capital

expenditure of US companies in the Common Market is expected to

recach a record of 16.93 billion $ at the end of 1980.

More and more US products,from computers to detergents which might
\‘ave been formerly manufactured in the US and exported to Europe

are now being produced in Europe itself.This phenomenon is in

contrast to that in other parts of the world,where output is

often re-exported back to the United States.This development,of

course,has had an impact or the level of American exports to

Europe.In 1976,the last Qear for which figures are available,

the sales of American manufacturing subsidiaries located in the

Community amounted to 171.48 billion $.Thus,for 1976,the sales

of these subsidiaries were nearly six and a half times the value

of total American exports to the Community or more than eight

and a half times the value of exports of non-agricultural goods.

Although small in comparison with American investment in Europe,
investment in the United States has become more attractive to
Europeans as a result of the major changes in currency parities
over the past few years.Community investment in the US reached
23.887 billion $ in 1978 with the United Kingdom's share amoun-
ting to 7.370 billion $ and the Netherland ' s share totaling
9.767 billion $.Narrowing differences between the US and European

wage costs were one of the incentives for Community companies to

expand their US investment.



Trade crelations bofween the United States,Jazpan and the Eurepoan
Community are closely interrelated.The bilateral relations bet-
voen oany two of them are of importance to all three and for the
well-heing of world trade as a yhole.2uerican officials ﬁave
complained that the Community is protectionist against Japanese
imports causing the rapid increase of exports from Japan to the
US market.This argument is not confirmed by the facts.
In recent years,Japanese exports to the Community have been in-
creasing at a rapid pace.In 1978,the Community exported 139 mill.
.UA worth of goods to Japan and imported 117 mill.UA from it.
In 1972 Japans exports to the Community already totaled 1.9 bill. UA
whereas the Community exported 1.080 billion UA to Japan.Six
years later,1978,the last year for which figures are available,
Japan's exports to the Common Market went up to a record of
8.72 billion UA while importing 3.72 billion UA worth of products
from the Community.In proportion to the volume of trade,the
resulting deficit is even higher than the American trade deficit
with Japan.
‘Japan's share of EC-imports steadily increased from 4.0 per cent
in 1976 to 4.9 per cent in 1978.
Japanese-American trade has always been much more intensive than
trade between Japan and the Community.In 1972,31.1 per cent of
all Japanese exports went to the United States and 11.5 per cent
to the EC.In 1977 the US share of total exports from Japan de-~

clined to barely 25 per cent with the Communitﬁs share remaining

stable at the rate of 11.5 per cent.As per total Japanese imports,
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of © per cent.For 1978 the corresponding figures were 19 per cent
nd 3 por cent. “

T Jopsnese have alwoys concentrated their export interests on
thie closer and already familiar US market with its unified economy
with no barriers to trade,one language,and 220 million consumers
with about the highest standard of living in the world.
There are various reasons for the lower level of Community-Japanese
trade in comparison with US-Japanese trade.
First of all,the export industries of both the European Community

.and Japan are of a rather similar structure.,Japanese as well as
Community firms both produce many of the same products,such as
consumer electronics,chemicals and small automobiles.As a result,
Japanese exports find stiff compétition in the European market.
On the US market,imports from Japan are not confronted with such
a high degree of competition since Japanese—Ameriéan commerce
is broadly complementary with the United States exporting large
guantities of agricultural products,raw material and high tech-
nology products to Japan.

"Another factor which limits trade between Europe and Japan is
distance,which causes much higher transport costs and compli-
cates both marketing and after-sales servicing,giving the European
products the competetive edge.This is not only true for Community
commerce with Japan but also for that with other Asian nations
such as China,India and Hong Kong.

To take one important example:automobiles.In 1978 Japan exported
8.8465 billion $ worth of passenger cars to the United States,

with a large proportion of these being sold in the geographically
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les of Japanese  cars have incroarcd popidly in Booopo Py
“tarted from oa very low base and in 1978 the Community imports
waTepan emounted to only 2 Hillion $.Restrictions on importing
arseese sutomobiles into the Cowmmunity,however,exist only in
Tt»ly.The explanation for the wide difference between Japanese

car exports to Europe and the United States is obviously found

in the stronger competition in Europe in the field of small cars.

a.’

The Multilateral Trade Negotiations

The Multilateral Trade Negotiations in the 'Tokyo-Round ' of
the General Agreement on Tariffs and Trade (GATT) ,the 7th round
since the GATT started,were very different from tpe previous ones.
During the preceeding negotiation rounds on international trade
liberalization,countries basically negotiated for tariff reduc-
tions within the framework of the basic rules which GATT had
established in 1947 as a means of expending and liberalising
"Unxxnational trade.This time,apart from the tariff sector,

the negotiations were mainly about the GATT rules themselves.

Igriffs

Customs duties throubhout the world had already been reduced
in the preceeding round of tariff-cutting negotiations of which the
'Kennedy-Round',concluded in 1967,was the most successful.

T here remained,nevertheless,certain particularly high customs
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Tt Jokyo Round,the Undded St odes, 7ot od the Furopean Corunu-
city Tave undertaken to veduce their taviffs on a wide range of
Pictile dmports.As a ryesult of {he negofiations,the main developed

cooraiefes will be reducting their tariffs by close to one ‘third
cnd their will be a total suppression of duties in one signifi-
cant sector,aeronautics.

Reductions will not 'linear',6that is to say that they will not
be identical in their percentage. The 'tariff-harmoni-

zation'approach by the so-called Swiss foimula will result in the

."act that duties which at present are the highest will be subject

to greater reduction than others.This will decrease the difference
between the customs tariffs of the leading partners in interna-
tional trade.

Expressed algebraically,with x representing the initial rate

of import duty,A a coeﬁﬁci@ﬁ;and z the resulting reduced rate of
duty, the formula proposed by Switzerland,was

- A Xx
A+ X

On the basis of the coefficient 16,which will be used by the Commu-

‘\ity ( the United States and Japan will be using the coefficient 14),

an initial 10 per cent tariff would be reduced to (16x10) : (16 + 10) =
160 : 26 = about 6.15 per cent .

To enable manufacturers to adjust to lower tariff protecﬁ:ion,the
customs reductions will be spread out over a period of eight years,
from 198C to 1987,to be implemented in eight steps;however, the
reductions will be accelrrated in certain cases.

While the first five steps in the tariff reductions will be definite,

participants in the tariffs agreement may pause after five years



of gr-owal implementation snd tske stock at that time in the light of
ti2 coonomic situation and the progress that has been made in imple-
menting the range of undertakings.It was further agreed that,in

thhe case of certain products,special rules 3overning staging would

)

apply.
Out of a total of 190 billion $ of m.f.n.imports of indusrial
products into the EEC,the United States and seven other developed
countries, 60 billion $ (about 32 per cent) were already duty free,
over 112 billion § (nearly 60 per cent) would be affected by
tariff reductions,leaving only 17 billion $ ( 9 per cent)of im-

!lrmrts of industrial products on which no reduction was granted.
In agriculture,30 per cent (nearly 15 billion $ worth of goods)
will benefit from tariff reductions.The agricultural share in
tariff reductions is relatively low since the majority of commo-
dities are affected by measures other than tariffs.The tariff
reduction on industrial products varies according'to the stage
of processing.The reduction on raw materials is not significant
since most primary products were already admitted duty free or
at very low tariffs.The deepest cuts have been concentrated in

"Pon—electrical machinery,wood products,chemicals and transport
equipment while less than average reductions are being made in
the textiles,leather and rubber sectors.However,after final
implementation of the tariffs agreement,industrial tatiffs
will,except in the few mentioned sectors,almost be negligible
as a factor influencing imports 6f industrialized countries.

As already mentioned on page 31 the post-Tokyo Round common

external tariff of the European Community for the most
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«nd only one will cuceed 20 per cent (trucks 22 per cent).
“he picture is similar for Japan,Switzerland and the Nordic coun-

|
as fow as 180 dutics out of several thor-ood will caceed 10 por oot
trics,but in the case of the United States much higher rates will
still remain.Althouch most of its imports will be subject to
customs duties of less than5 per cent,quite a few duties greater than
20 per cent and even 30 per cent will,nevertheless,continue
to be applied.
As per the total suppression of import duties in the civil aero-
‘nautics sector,it should be méntioned that the Community,in prac-
tice,had already suspended the application of duties on.its air-
craft imports.lt finally had obtained reciprocity, particulafly
significant for the Airbus sales to the United States and Japan.
The aircraft agreement covers alarge volume of trade.In 1976,
world trade in civilian aircraft was worth 6.7 billion $ and has
further increased since then.

The reduction,and even suppression of customs duties would not
be very significant were the possibility of introducing other
‘obstacles to trade or applying discriminatory measures on foreign

products not contained or disciplined.

It is for this reason that the Tokyo Rcund not only dealt with
tariffs but also came up with new,more clear-cut and more equi-
table rules for international exchanges.This achievement consti-

tutes perhaps the most important result of the Tokyo Round, without

which the customs reductions would have led to advantages that were
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el o1 tCudes of conduct!' covering the sost iopociont forms
of v tional interference with international trade will prove
very ©opoctant and several of them; e.g. those on subsidies
and corntervailing duties,on government procurement and on

stendards, have grecat potential for development.

The Code on Subsidies and Countervailing Duties deals with es-

pecially difficult issues of trade,since subsidies have become

one of the most frequently used and controversial instruments

in commercial policy.Often their initial purpose is only remotely
‘Lelated to foreign trade since they are normally aimed at helping

disadvantaged domestic activities or at fostering growth in

specific areas.So,the distinction between unfair export assistance

and acceptable domestic policies is not always easy to draw.

As great caution has to be exercised in formulatigg judgements

about fairness in international trade,the goal of this code was

to establish new,mutually accepted procedures for the discussion

of domestic subsidies on the one hand,as well as to put an end

to the arbitrary introduction of compensation rights on impor-

.:ing by guaranteeing a uniform application of the GATT provisions.

Under the new Countervailing-Duty-Agreement ,all signatories

must demonstrate ,before applying countervailing or higher

duties,that a domestic industry is suffering material injury or
threat caused by subsidized imports from another signatory.
The determination of injury,an obviously difficult thing to

quantify is based on two criteria‘’the objective examination



o tie domestic noorket for Vite jrodicis,and (ii) 1he conseguont
poeft of these imports on Joscstic producers of such products.

Connoouently,it provides

a) that GATT members must avoid granting cxport subsidies on

primary products which will result in them obtaining a more

than equitable share of world exports in these products,and

b) that,in the case of non-primary products,they should not grant,

either directly or indirectly,any form of s.bsidy which would

lower export prices below prices in domestic markets.This prohi-
‘.Pition on the use of subsidies is in force for developed coun-

tries which have subecribed to the 1960 Declaration on Export

Subs idies which provides for such prohibition.

The Code on Government Procurement aims at opening up government

procurement contracts to international competition through agreed,
non-discriminatory and transparent procedures under international
surveillance.By introducing greater international competition, the
use of tax revenues and other public funds will become more effec-
tive.The Code which covers purchases,including civil purchases for defense.
. Reaching a value of 150.000 SDR (approximately 195.000 $) and

more seeks to avoid any form of discrimination between foreign and
domestic suppliers with respect to laws,regulations,procedudures

and practices regarding government procurement.The Code is binding
for all those governmental entities or agencies that the signatories
have listed in an annex to the Agreement.A' best endeavour'clause,

however,provides that signatories are to inform entities not covered,
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koo establich inteonaticral procedures on dispule settlement.
> the Code 1is rathoer vxperimental in nature,it will be reviewed
sivcr a period of throe years.

The Code on Technical Barriers to Trade (Standards) will make an

important contribution to opening up markets excessively reliant
on the use of standards as a trade policy instrument.Product stan-
dards,ranging from permissible auto exhaust emigsion levels to
wine labelling requirements can be easily manipulated to discri-
.1inate against imports.Imports may be tested to determine whether
‘they conform with health and environmental regulations or other
standards affecting industrial and agricultural products under
conditions more onerous than those applicable to domestic pro-
ducts.
The objective of the Agreement cannot be to abolish all restric;
tions.lt does,therefore,not interfere with the right of countries
to adopt standards to protect the health,safety or environment
of their citizens.It tries to provide a means of tackling un-
.necessar obstacles to trade and improving access to certifica-
tion systems.An important provision of the Code is the application
of its discipline to state and local government and private
sector organizations.Central governments accept the'best endea-
vour 'clause to this effect and accept respensibility for compliance.
Some leverage and right of retaliation is thereby granted to other

signatories where federal governments or their constituent parts
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cosatrines and within countries.,
Code on Tmport Licensing

Products traded internationally are sometimes subject to need-
less bureaucratic delays as a result of the cumbersome import
licensing systems.Often procedures and documentation necessary
to obtain such licenses are highly complicated.If rigidly app- .
'1ied,these requiremen\t_:/s become important trade barriers used by
governments to limit imports.The Code aims at simplifying and

harmonizing to the greatest extent possible the procedures im-

porters have to follow in order to obtain an import license.

Agriculture

In contrast to the industrial sector,quite different rules,if
any,apply to internationai trade with agricultural products,
since virtually all countries subsidize agriculture in one way
or another.Generally,agriculture is insulated from the normal
discipline of market forces and international competition.This
holds true for both the European Community and the United States
where the agricultural sector enjoys quite a considerable amount
of protection from Section 22 of the US Agricultural Adjustment

Act.
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il ek active dinlernationsl ccoporation in the sgricultural
cowtor but the variety and complesitity of protective measures

4 in agriculture made the nejoiiastions pacticoularly difficult.

vhe United Siates principal’ concern was liberalization of agri-

cultvoral trade and increased access to foreign markets for pro-

ducts of which they are efficient producer,whereas the European

Community's main goal in the negotiations was stabilazation of

agricultural trade through commodity arrangements,a sufficiently

high income for its farmers and the preservation of the Common
’Agricultural Policy.

It became very soon clear that not the international exchange

in agricultural products was the main issue but the fundamental

political and social factors governing the protection of farmers.

Despite the prevailing differences between the United States and

and the EC,at the end of the Tokyo Round,both sides agreed to set

up an appropriate consultative framework whose definitions and

task will be worked out as soon as possible.

On the question of subsidies on pr mary products the signatories
’::_;reed that these must not lead to an unfair expansion of any

one countries’share in the world market.

Two major agreements were reached on better disciplining of the

market for bovine meat and dairy products .

The International Arrangement on Dairy Products (IDA) in general
covers all dairy products,more specifically certain milk powders,
milk fats including butter and certain cheeses.For all these pro-
ducts minimum prices were established below which commercial trade

is prohibited.
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-1 1L include past,current and forvard-looking data on production,
¢ .ooooeontion, prices,stocks and irade,as well as information on
dumnstic policies,trade weasures,trade agrecerents etc.

A similar arrangement was concluded regarding bovine meat.
it proved impossible,however,to negotiate a new wheat agreement.
A new Wheat Trade Convention(WTC) remains under negotiations

under UNCTAD auspices.In the circumstances it was decided in

March 1979 to extent the International Wheat Agrecment,dating

.from 1971 ,which expired in June 1979,for a period of two years.

The Multilateral Agricultural Framework will provide a follow-up

forum to the MTN within GATT where participating countries can
work toward an improved level of international cooperation in

their effort to foster growth of farm incomes,stabilization of
food prices,expansion of trade in agricultural products and

enhancement of world food stability.

Less Developed Countries

Although progress in certain areas of the Tokyo Round fell

below the expections of the Zeveloping countries,the results

28

of the MTN for the developimg world are by no means insignificant.

First of all,the increased degree of liberalization of interna-
tional trade which developed countries and some others accepted
in the Tokyo Round will benefit the less developed countries
through the most-favoured-nations clause,the cornerstone of

the GATT.This generally applies to tariffs,to the various Codes

that have been negotiated and to the agricultural arrangements.
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soccin Y dii Tove gt ial treatvent cvery time this was oithor feasible
ov o copricie.This will allow the less developed countries more
f cohle trectment and cxomption from certain code obligations,
proviZe for financial and technical assistance and special measures

for the least developed countries.,
The developing countries,generally,will be allowed to continue ex-
cessively to protect t heir developing industries.

As to the new international discipline on subsidies and counter-
vailing duties, for example,the relevant Agreemeht recognizes that
.,-ubsidies are an integral part of the economic development program-

mes of less developed countries and that government intervention
in the economy through financial support should not,per se,be
considered as subsidization in the case of these countries.Deve-
loping countries are not subject to the commitment made by the
developed countries not to use subsidies on indus£rial products.
Also with regard to import restrictions and safeguard measures,
which develop ing countries may be compelled to introduce either
for balance-of-payment purposes or for development,the signatories
.agreed not to expect the developi .ng countries to adopt the new
rules of discipline in international trade.
In the tariff sector,a major result of the MTN is the provision
of a legal basis for the Generalized System of Preferences (GSP)
which now almost all Contracting Parties to the GATT grant the
developing world.Overall, the results achieved in the Tokyo Round
for the Developing countries are positive steps in terms of inter-
national trade relations and a response to a number of pre-occu-

pations of developing countries.
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pooolved concerns Safoguode, Under current GAvYT rules (Maticle XiX)

cornivies may suspend thedir CATT commitiments for a teuporary pe-

cood and dmpose import curbs in order to protcct their domestic

induesiry when it suffers serious injury as a result of a dis-

ruptive surge of imports.Traditionally,any such restrictions had

to be applied on a non-discri minatory basis between all GATT

member countries.

Over the years,practical experience with the GATT provision had

shown that Article XIX had deficiences,so,during the MTN the
.‘najor industrialized countries stressed the need for the rene-

gotiation and improvement of the GATT safeguard provisions.

There has always been a certain reluctance to apply Art.XIX

by restricting imports on a non-discriminatory basis.This has

led to the proéiferation of so-calle Orderly Marketing Agree-

ments (OMA) which escape multilateral scrutiny and surveillance.

The desire of governments to have legal cover for such actions

and the idea that they should be brought within the fold of

rmultilaterally negotiated rules led actually to the renegotiations

of Article XIX.The Community,for its part,to be followed by the

Nordic countries,asked in Geneva that import restrictions should,

in particular cases,when exponential rates of growth of exports

1

from one source only disrupt markets,be selectively directed

only to those suppliers whiéh are causing the market disturbance

rather than penalising trade all around.Of course,the selective

application of safeguard measures would also be subject of proper

surveillance procedures and limited in time and scope.
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cortoy of thpoct vestrictions, ainee procsare in the doveloped

v ios over the recent years for protection agains so-called
cat dmports of leather,footwear etc. would make it likely
ihat discriminatory safeguard measurcs be principally used against
cuports from their counries.Although the issue was discussed at
UNCIAD V in Manila,no solution could be reached.Negotis tions are

continuing on this delicate subject with the view of reaching

an agreement by the end of July of 1980.

Conclusion

This note has often dealt with some of the technical details of
Atlantic relations.But these technical details should not lead to
an eclipse of the shared common interest in developing and sup-
porting an international economic system that will further the
prosperity not only of the citizens of both Europe and the United
States but also that of the whole world,nor to an overlooking of
.the many interests and ideals that Furope and America bare in

common far beyond the economic domain.



1965
1970
.1973
1974
1975
1976
1977
1978

1979

Source:

* 1960-1975,customs value basis;thereafter f.o.b., value basis

** Data for 1977,1978 and 1979 include shipment of nonmonetary

9.222

15.607

19.206

16.733

17.844

22.087

29.009

30.032‘

-
S

7.145

11.298

16.747

22.069

22.865

25.409

26.476

32.051

37,620

Statistical Abstracts of the United States,1980

*** Figures shown for January - November 19079

- 1.268

- 2-213

- 2.076

- 2.863

- 6.132

- 7.565

- L.389

- 3.0hk2

- 7.588

gold

lence with U
. (negative = 14



( P S0l %)

1971 1675 176 1977 19768 TG

L S08 TS 105Uy 11,071 12,756 o
Te S,CL0 By7h3 5,047 6,020 6)7?2
Ttaly 1,769 2,679 2,93h 3,016 34571
Netterlonds 1,917 3,097 3,509 L ou8 ,656
Selpium,/Luxeub, ‘1,858 2,306 3,558 L, 222 4,729

United Kingdom 9,12 13,927 15,137 17,434 20,348 23,80 =

Denm=rk 384 631 731 730 857
Irelsnd 213 664 S01 1,222 1,593

Community Total 23,017 38,773 43,215 k7,933 55,283 62,4548 *

II. BOOK VALUE OF DIRECT COMMUNITY INVESTMENTS IN THE UNITED STATES AT
YEAR'S END

1971 2975 1976 977 1978 2979
Germany 802 1,408 2,097 2,529 3,191
France 346 1,369 1,570 1,800 1,939
Ttaly 116 290 n.a. 280 2k7
Netherlands 2,224 5,347 6,255 6,830 9,767
.Be]_gium/’Luxemb. 3l 789 n.a. 1,163 1,26k
United Kingdom L 583 6,331 5,802 6,397 7,370 8,610 *
Denmark
39 99 86 113 110
Ireland
Community Total 8,451 15,633 17,060 20,113 23,887 27,261 *

* These United States Commerce Department estimates include September 1979

Source: " Survey of Current Business " and US Department of Commerce
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NN

CNE (1,000 mil.TA*) ( 1978)

Tsportis ( percentage of

W

W

?55}55 ( percentéégwa

orld total) ( 1978)

orld total) ( 1978)

57,6

3746

Total cereals production

(

1,000 mectric tons) (1977)

97,087

1,642

1k,

11,8

250,890 L

177,211

08 !

Total meat production

(

1,000 metric tons) ( 1977)

20,929

25,508

14,800

24,397

M

ilk production

@ 1,000 nmetric tons) ( 1977)

107028

55722

9Lk 800

5713

Total primary energy
production ( 1977)

(

1,000 tons coal
equivalent)

402,088

1,422,840

1,245,048

43,920

Total domestic consumption
of primary energy and equi-
valent sources ( million tons

Cc

oal eguivalent) ( 1977 )

916,0

1,799,2

Total production of petro-
leum products (1,000 metric

t

ons ) (1977 )

k93,023

735,931

222,606

Total gross production of

e

(

lectrical energy(Gwh)
1977)

1,072,961

2,210,980

1,088,300

* % X

S08,LLL

Steel production (1,000

‘etric tons) (1977)

126,121

115,997

146,700

102,401

Car production (private
and commercial vehicles)

(

1977)

11,821,200

12,695,900

2,080,000

8,514,00

m
4

ransport-Railways

Passenger Kms.(mill.)

(

1977)

175 269

16 572

322 200

Total merchant fleet on
July 1,1977(1,000 gross
registered tons)

76 391

15 300

21 438

* 1 UA = 1.27410 §
** 1976
*** Fiscal Year 1.4.77-31.%.78

1Excluding rice
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TABLE V. (b)
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IMPORTS FROM siEMBER COUT

.

X ’ Mio EUA : l o (a)
%
Country I S

e —

|

—
w
~
~
J P
-
w
~
@
—_
0
~
~

-
o
w
o
~
-
IR Sy
£
w0
[ty

“EUR 9 & 168 229 §

L leRGemany 1 23508 U aese | 230
2 {Erance | 302! BT B
3 itealy ' o167 L 1e7s0 430
2 Netenands 21920 23878 \ 54.8
5 B e |y ozese | e 67.4
S Umvcen Kimggom, 21300 b 23394 \ 385
8 (ireiand 1 3220 ! 4100 68.1
9 {Denmark ! 5835 | 5734 | 417

.. t \
10 'Greece | o2s2 | 259 ‘, a25
11 Soan ! 532 | 5075 | 342
12 ‘Poriucal i 1852 | 1838 43.8
13 1 Tursey { 2008 | yagg b 418
14 iNgrway H 5113 | 4033 453
15 1Swegen ; gO60 | 8236 ! 508
16 (Gwitzeriand 50248 12537 ) 606.6
17 !Ausina ! 3135 | EREY R §5.3
18 iF ntend ! S 21es | 345
19 USSR | 5317 | sges | 143
20 lusa | 10 €28 ‘ 231 15.2
21 {Canaca 2e82 i 3185 { 8.6
22 iJapan 3 €96 4741 . 58
1}

(a) Percentage snare of "o ymports of HMmPOruNg country
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TABLE V_(c)

EXPORTS TO MEMBER COUNTRIES OF £C

Mo EUA % {al
Country e e i s

1977 1978 1977 | 1878

[ S IS S [ N S
EURS 168 501 185 751 50.6 51.7
1 |FR Gormany 45375 51005 449 ! 458
2 jFrance 28 C35 31376 50.4 | 525
3 liary 18 462 21 084 €6 b ago0
4 |Netnerlands 26 951 27 856 73.4 H 708

5 |Beigm 1oz » i

6 |Loxemoourg 3} 23424 25153 712 716
7 United Kingdom 18 339 21186 356 378
g lireiand 2948 34260 6.5 773
g jDenmark 3903 4432 443 4748
10 1Greece 1139 1330 477 50 B
11 |Span 4139 748 +46.3 43
12 iPortucal 3817 1063 51.8 255
13 (Turkey 756 551 435 476
14 {Norway 217 4§57 816 39.6
15 {Swenen i BC7! 362 473
16 [Sw tzeviand 7080 8662 46.1 4722
17 AL 1248 499 295 £z24
18 iF ~ond 244 2561 38.3 3e2
19 IUSSR 6181 58352 1.6 14.7
20 IL‘SA 23 205 2518 22.0 223
21 'Conada 3e22 3382 10.7 83
22 }depen 7 €85 8658 1098 1.3

{a} Percentege share of T0tal €xD071s OF €XDC71Ng CCUNITY

W ——r, - T G gy me Ty mme g




TABLE V (d):

\.‘h._..,murﬂ"ﬂqu. .
f

INTRACOMMUNITY TRADE Mio EUA
3
Destination:
£ T 0
i Orign Year T ; : l
: FR Nener. | Beigum T Unireg !
EUR Y9 Ger- France ltaly ! .e.nde Luxem- King- fre;and Denmrar
many | ; renas vourg anm ;
{ ] | i i
£ EUR 9 1927 169229 | 43509 {20521 | 18167 21220 23958 | 21400 i §525
1878 183871 arg38 123030 19720 | 23 €28 S5 158 | 2324 5734
FR Garmany 1877 2225 - 11225 7C30 g5 7222 ) 5403 2280
1978 15614 12198 7 eg’ 10535 3723 i goed? : 13
France 1677 29324 10 25 £2853 228 2e3Y 1 375 t 289
1978 32386 | 11083 64214 1 3339 622 | 2715 bosis
ltaly 1877 19410 7 BE3 £313 1332 1 4C5 £ 324 i 358
- 1978 22133 3086 6517 1571 1525 250 g9
Netheriangs 1977 28 110 12033 3N 1788 6 400 37613 633
. 1978 28700 | 12847 | 4009 1 £58 5114 3248 639
Beig.um Luxembdourg 1877 22322 7825 533 1409 $ 734 2553 i 4a9
1578 23628 3127 £835 1479 522 22n 319
Unitec KingzZom 18977 17 €C3 4Cig 3225 157 2880 2789 1272
1978 20847 4 58244 3536 T 7eB <731 31E3 1328
ire’anc 1977 3017 344 253 79 194 130 1858 a8
1978 3457 376 202 93 22 172 2174 31
Denmark . 1877 3835 135 323 410 300 164 1242
1978 4 434 1 €09 433 361 343 182 14328
T T I S e S T S

-




tipuasting
tountry

EUR9

I A Gornany
France

taly
Tatherlands
Foigum
L‘,-wr‘u":urq
Unitedd King4on
tretanng
gk

|

te tugal
! Tatbey
|
i

Sactredand
L Austiig

i Fanland
0SS

s
fianada

D lapan

e

L R SN S RSy Py

..

L9

o

TABLE V (e):

TOTAL IMPORTS BY AREA OF ORIGIN
1978

Yoty
m
ports

362 138

95 405
61215
44 248
41532

Y 371919
€1 638
5634
11597

135 085
34178
62 254

-4

EUH S

1838711

47 333
33030
1% 790
23828

26 158

23 394
4100
5734

2597
5075
1858
1 4GS
4033
872.8
12597
8 197
2199
56506
23111
3185
4741

O
usa Japan
28 250 8712
€437 2774
46483 1291
2936 &3
3575 938
2192 624
735 2026
419 158
638 369
242 756
10308 410
481 132
214 83
608 452
1179 6198
1394 536
381 23
310 171
1876 1807
- 19 566
24 119 1558
11549 -

Rest
of

wanld

141 305

35 341
25710
20 un
i3

8935

23 4903
307
4 856

e R e AL
SO L) (N W

RS AR ]
P N Sl 4

w
-~

~
(%)

o de

A D T e L AN M i v

Al U4

Among
which
ACP

11 865

714
857

947
1770
1059
2270

32
107

LB RN ]
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TABLE V (f):

‘TOTAL IMPORTS 8Y AREA GF ORIGIN

1978
.
Otiqin
|mCO!!xﬂg TO!;:I ‘ "T“'“' ! ';—"”‘"
country ™ i Rast :Among
paris EURS | USA | loon | ot jwnen
i | I oworg 1 AC
: ! I ' '
1 . 5 i
ZUR9 100 508 78 1 23 ! 330 33
%0 0 boog 28
1w 514 . s 33
105 47, a3 2o 23
10 37.4 is 23 3 33
10, 530 52 1 7 038 23
f H
100 13 ! 33 | 5% 37
10 LoTs )28 gy owero g
1C0 .35 32 4 %13 bR
| 1
Sresce 100 333 3.1 122 | 234
Scan 100 347 133 28 | 433
250 toadi 100 €3 1 o 33 oz
T exey 1C0 2935 ) 8 25 t+ 513
Tintaay 100 450 5.2 50 232
Soeden 100 51.2 { 7.3 39 § 375
T vrariond 100 673 75 29 [ 218
Austra 100 65.4 20 0 18 o137
Fnang 100 157 50+ 28 | 55
US3R 100 142 4 a6 ! 754
UsA 100 17.0 - 134 | €35
Zinsda 100 3.3 bis} 46 | ‘=35
avan 100 7.6 186 - i 728
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TABLE V (g): .
TOTAL EXPORTSBY AREA OF DESTINATION
Mio EUA
Destination:
Exporting T::jal
country Rest Among
ports
Japan of wolich:
world ACP
EURS 359 664 3726 147036 112717
1{FR Garmary | 111330 1253 51118 | 2403
2 | France 50 113 +20 3519
3 |irary 43925 ! 05 1212
4 {Netnerlancs 39 232 ] 233 3 810
5 f8eigum 435137 ! 219 8 717
o lluxemoourg . ;
7 JUnited K.mauam| 56 £SO 25 215 29815 | 3709
8 |iretine 1456 50 38 634 59
9 | Sunmark 9305 32 177 1167 | 177
Greece 2617 33C 26 1125
Spann 10220 7258 183 4300 |
Portugat 1325 i 063 22 597
Turkey 1783 331 28 racal
Narvay 7878 4637 as 28673
 uotion 17043 307! 1 240 783
Svetzariang 18335 3€c52 i 520 73837 "
Austra 3513 1951 54| aiz7
Ziniznd 5710 2561 99 | 373s
] 20854 5392 i 240 i 23573
LSA 112732 25182 10 112 | 77463
Caneza 26213 3332 2108 5218
Jénan 76393 3 6&8 - 48 1556
Y

w
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.
| TLBLE V (n):
i e )
| .
| TOTAL EXPORTS BY AREA OF DESTINATION
| . 1978
‘v
| Oestination,
Toul - _ S U
Expaiting ‘,0\.! '
cotntry l’z"' Rest Among
’ EUR S USA Janan of shach
woartd ACP
EUR Y 100 51.7 6.4 10 459 kR
|
1 |F A Gernmany 100G 458 IR 1.2 459 272
2 [Franen 100 525 56 ! 43 53
3 3 ity 100 430 7.1 0.9 110 22
| 4 [Netherbaeds 00 09 33 06 82 2.3 :
§ |ciGrm 1 A 3 - 237
6 {Lucembpar > 0o ? 1 0.5 a3 20
71Ut Kington 100 378 24 15 514 56
‘ 8 [trotond 100 717 52 09 15 3 15
g 1Dviirark 164) 116 57 19 113 3
10 {Griree 100 208 44 10 438
T Span 160 AL 3 93 15 125
12 160 €25 70 12 364
13 100 175 37 S 412
1 100 596 51 i 225
15 ! 173 53 14 143
16 |Satimtand 160 172 12 23 427
At 100 824 30 96 113
1 aland 100 382 30 i 5 56 4
19 lusan 100 i Foar b 3¢
20 [una 00 22 ag 887
2V [Cainna 100 93 0.4 58 i1
27 {ap 100 113 258 - 329
— A s e A —_— 1
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