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PREFALE

This study on trade relations hetween Brazil and the
Eurapean Community i/ was undertaken within the framework aof the
IPEA~ECLAC Agreement 2/ as part of a joint research programme.
The institutions share an interest in analysing recent
deveiopments in Brazilian exports to the industrialized countries
and the relative importance of import restrictions te these trade
flows.

The presant study is the second of a series of studies on
this theme and follows a study on trade relations between Brazil
and the \United States 3/. The first chapter provides a brief
descriptian of the competitive pesitian of the EC in the worid
econamy and on some structural and cyclical developments in  the
European economies. Chapter Il presents an overview of recent
developments in bilateral +trade between Brazil and the EC,
Chapter II1 gives an overview of the main areas of EC economic
poliey, especially industrial aid policies and the Coaron
Agriculturai Policy, and the role of interest groups in Eurppean
policy making. Chapter IV desecrihes the basic instruments which
are used at the Commumity level to protect troubied industries
against foreign competition. It alsec examines the Generalized
System of Preferences (G5P) of the EC. Chapter V provides data
and backgraund information on EC impart restrictions affecting
Brazil and estimates their trade coverage. The main conclusions
of this study are presented in the final Chagpter (VI}

This study was prepared by Gerard de Groot, economist at
the Pevelopment Research Institute (IV0) of the University of
Tilburg, the WNetherlands, and Rene VYossenaar of the €CLAC
Brasilia affice. The views &and information provided in this
decument are the sole respansibilty of the authors,

L/ European Community (EC) refers to the adherents ta the
treaties foraing the European Coal and Stee! Coamunity{ECS5C), the

European E&conomic Community (EEC) and the European Atomic Energy

Comtiunity (Euratem). Members are Belgium, France, Denmark, the

Federal fepublic of Bermany, Greece, iretand, italy, Luxembourg,

the Neherlands and the United Kingdem. On 1 January, (984, the EC

will be enlarged to 1Z Hember States with +the accession of

FPortugal and Spain.

2/ Economic Commission for Latin America and the Caribbean
{ECLAL} and the lIastitute {for Econamic and Social Flanning
(IPER), related to the Planning Secretary of the Presidency of
the Republic of Brazil.

3/ IPEA/ECLAC. Trade Relations Between Brazil and the United
States, Brasilia, 1985, 149 pp. il.






I -~ THE EURGPEAN COMMUNITY ANB THE WORLE ECONOMIC CRISIS

ay Introduction

The wmeaber states of the European Community (EC) are only
recantly emerging from the worst economic slowdawn they have
suffered since World War II. After decreasing 0.4% inp 1981, real
GNP in the EC increased 9,6% in 1982, 1.1% in 1983 and slightly
mcre tham 2% in 198B4. (Economic growth is still considerably
slawer than in the United States and Japan.) The EC countries
have successfully tried to reduce a series of imbalances,
principally inflation and the deficits in public finance and on
the current account of the balance-nf-payments. The labour share
in value added has shown & downward trend because of productivity
gains and wage moderatian, However, increased profits have not
resulted in employment creating investment, and there are no
signs af a significant impravement in the employment situation.
Stagrating enployment and the slowness  of industrial
restructuring --resulting, among ather factors, in a
disadvantageous position in high technology goods-- repain major
structurat problems which will continue to affect the external
pogition of the EC and to be a major saurce of pressure for
protection against faoreign competition.

A series of factors have led to a gradual return of
optimism. Inflation results are improving; the annual increase in
cansumer prices has been reduced from L1.1% in 1981 to 9.8% in
1982 and 7.5% in 1983 1/. The GNP deflator decreased from 9.8% in
1961 to 5.25% in 1984 2/.

The current account deficit of the EC decreased from $11.8
biliion in 198! to $1 billion in 1984 and is expected to attain
a $9.5 billion surplus in 1983 3/.

Imbalances in governament finance have bheen reduced by
restrictive fiscal policies. In the eighties this has resulted in
a decrease in the structural component of general government
deficits in most EC countries in spite of a strong increase in
debt interest payments as a percentage of GNP, The increase in
actual deficits tn many coutries can be attrihuted in mpst cases
to eyclical factars {such as low tax receipts and high sotial
security payments) 4/,

In recent years the international competitiveness of
Community production iamproved significantly. Thanks to wage
moderation and producfivity gains, the increase in unit labouwr
costs has diminished significantly in the eighties. 1ts annual
rate of increase, which wuntil 982 was nevertheless stiil
considerably higher than in the United States and Japan, was
similar to that of the EE's principal competitors in 1983 and
1984 {(Table I.1). In these two years the strong devaluation of EC
currencies against the dellar thus fully contributed to the
improvement of international competitiveness. Unit labour costs
in a common currency decreased 12,74 in 1981, 4.5% in 19782, 5.4%
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in 1983 and around 7% in 1984, {See also Table 1.2).

Recent economic recovery in the EC has been sustained
principally by a strong increase in world trade (scme 9% in
volume terms in 1984), due principally ta the graowth ot U.S.
imparts, supported by the strength of the econcaic recovery in
the United States and the high value of the dollar {in the third
guarter of 1983, Community exports to the Y,5, were 204 higher
than in the same period af 1982).

EC export growth has nevertheless been slower than that of
other regions. 7This can be explained, among other factors, by
the disadvantageous geographical distribution of EC exports,
principally the high share of OPEC and other developing
countries --many of which have restricted imports because of
decreasing exporft revenues and/ar debt service gproehlems-- in
extra-EC exports §/. Export market gromth has also been slow
because of the relative impaortance of intra-European trade.
Export growth seems to have heen affected by the inability of
European countries to enlarge their shares in the wmarkets of
their trading partners through shifts in supply towards articles
with eore dynamic international trade patterns &/.

The dependence nf EC expart growth on U.S., imports and
certain doubts which may exist about the sustainability of the
U.5. racovery and on the value af the dollar, give & certain
degree of vulnerability to econonmic recovery in the EC. Other
demand factors, principally private consumption and stockbuilding
have contributed to the recovery, but domestic market growth is
still slow.

Unemployment and stagnation in industrial production remain
major structural pro6lems in Europe. In the eighties uneaplayment
in the EC has increased te post-war records, attaining 7.6% in
1981, #8.9% in 1982, 9.8Y in 1983 and 16.23% in 1984 7/.
Unemployment rates are particularly high in Belgium, the
Netherlands and the United Kingdam. Not only the high level of
unemplayaent, . but also its persistence and its uneven
distribution among different groups of the popilation have made
bunemplaoyment the most acute sociceconomic praoblem of the present
decade. Youth wunemployment iz considerably higher than adverage
unemployment in all EC countries, and --considering only the
largest countries-- is especially high in Italy (324 in 1984),
the United Kingdom (23%) and France (21%}, feeding the fear of a
"lost generatiaon" B/, There 1is also a markedly uneven
distribution of wunemployment between regicons and industries.
Especialty in the older industrial centres, wunemployment has
reached record levels, affecting skilled workers in traditional
industries such as textiles and shipbutlding.,

In most EC countries, particularly France and West Geraany,
the immigratian of a large number of foreign workers during the
boom period is now aggravating the problea (Table 1.3). There is
increased pressure to repatriate {foreign workers. Social
tensions, especially in the old industrial and urban sectors
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where most migrant workers live, are manifest in growing rascism
and the surge of {semi-) fascist political parties.

Unemployment is the combined result of trends in the tabour
force and in eaployment. In the period 1980-1%83, the labour
force increased by some 1.73 million people, accaunted 4or almpst
exclusively by an increased entrance of women into the labeur
market {(Table I.4), The graowth of the 1labour force, to an
important extent, is reduced by the difficult employment
situwation itseld, discouraging the search for jabs and
encouraging early retirement, prolongated stays in the
educational system, etc. In other words, the growth of the labour
farce is ta same extent underestimated, resulting in a similar
underestimation af unemplayment.

The nuamber af jobs has stagnated or even decreased.
Employment in Germany, the inited Kingdam and Frasce is
currently below the levels registered at the time of the +first
oil crisis. In the period 1280-1983, three million jobs were lost
in the Community. This is only to a very limited extent the
result of reduced enmployment opportunities in agriculture.
Problems have shifted to industry where four million jobs have
been lost since 1980 (See again Table 1.4). This 1is connected
with a crisis in manufacturing and partly also the result af
stagnation in the censtructien industry, Manufacturing employment
decreased 7% between 1975 and 19B0 and by a further 10% since
1989.

Stagnation in manufacturing preduction is another striking
phenomenan of the present crisis which holds the Community in its
grip. Manufacturing production rose only 3% a year between 1973
and 1980, decreased in (9Bl (2.5%}) and 1982 {1.5%), after which
it slighty recovered in 1983 (1%19/. In the same period
praoductivity gains achieved by a faster reduction in employment
than in production aggravated the employment situation.

fs is wusuwal in a period of crisis, the investment goods
industry has been hit most severely. In the period 1973-1983,
accumulated production growth (B.4%) lagged far behind that of
intermediate and cansumer geods (15%). These +figures hide
divergent trends in individual sectors. The best grouwth results
were achieved in <chemicals (31%) and electronic engineering
{22.8%}, The growth of production of transport equipment (16.8%)
was alsno ahove average. However, oproduction in man-pade fibres
and iron and steel stagnated completely, in the latter case
principally since 198! when production fell 13% with the
implementation of production guotas in the Framewark of the
Davignen oplan. Production in textiles, clothing and footuwear
declined between 5 and 10% 10/,

) The external position of the European Community

The FEuropean Community emerged from the sixties as the
world's largest +trading block, (The internal market af the
Comamunity 1is, also the largest in the wortd). Many individual
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member states occupy prominent positions as exporters, Germany,
France, the United Kingdeom, Italy and the Netherlands rank among
the ten largest exporters in the world.

This prominent position can partly he explained by the
success of the integration process which started slowly in the
fifties, but gained enormously in importance in the sixties. In
this period the Comnunity clearly was cne of the most dynamic
parts of the worid econamy. The flourishing Commen Market was of
growing interest to other participants in the world economy and
the EC became the most important trading partoer {for many regions
of the world. Community growth was especially strong in the more
dynamic prodection secturs in the world economy, while a large
share of Caommumity exports were shipped to the most dynamic
markets such as a series of rapidly growing developing countries,
especially in OPEC,

Currently, the Community faces a reverse situation with
sluggish economic growth and a structural unemployment problem,
Attempts to ewplain the economic crisis in the Coamunity are
manifold, but there is still a lack of clearcut answers.

Part af the answer gbvipusly lies in the exhaustion of the
dynamitc impulses from the integration process. Further, there is
a more structural explanation faor the leveling off of growth
trends such as the slowdown in the shift of labour from the {low
productive) agricultural sector to the (high productive)
manufacturing sector. On the contrary, the shift from industry to
the ({agften less productive) service sector has hecome mare
important.

One of the principal reasons for the current problens
facing the Community is the acceleration of real wage costs since
the late sixties and a series of rigidities, especially in the
labour market, This can be illustrated by the average annual
increase in hourly earnings in manufacturing in the period 1972-
1982 (which in most EC countries exceeded the OECD average of
11%}: Greece (24.8%), ltaly (22%), the United Kingdom (15.5%),
France (14.9%), Deamark (13.4%) and Belgium ¢11.7%), compared to
8.3% im the United States and 11.1% in Japan 11/. As this
increase was insufficiently or not compensated by productivity
gains, unit labour costs in manufacturing in many EC countries
increased much faster than in the United States and Japan 12/,

As a result, relative factor prices changed dramatically in
favour of labour. A study by Artus and Peyroux shows that while
in the United States the labour/capital grice ratio increased
about 10% between 1970 and 1978, in the same periad it increased
by around two thirds in France, the United Kingdom and Germany
t3/. The disequilibrium in the cost ratio between capital and
labour provoked strong substitution between production factors.

High wages and subsidization of capital costs f{e.g., via
investmeat premiums) may have led to an accumulation model with
an excessive capital-intensive character, resulting in a decrease
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in capital productivity., As this decrease has not always been
compensated by increased labour productivity, total factor
productivity may have decreased in certain sectars.

Investment in +ixed assests in the EC stagmated in the
seventies, Taking 1975 as a base year, the volume index of
investment in fixed assets in 1980 (the peak year) was 113.7,
which implies an average growth of anly 2.5%Z per year, and there
were declines afterwards: -4.8% in 1981, -1.4% in 1982, and -0.9%
in 1983 14/. As a recult of stagnated investment, gross fixed
capital formation as a share of GDF declined from around 23 in
the early seventies to only 1B.8% in 1983 15/.

This investment ratio is considerahly lower than in Jdapan
{(28.4}, but still higher than in the United States {146.9% in
t983, down +Fram a recaord 19.8% in 1979). The decline in
investment alone is thus insufficient to explain poor econasic
performance vis-a-vis the United States. As pentioned before, due
to increases in the cost of labour relative tao capital, a
considerable part of investment in EC countries has been directed
to capital deepening {labour-saving investment), rather than
capacity ewpansion. Energy saving and environmental regulations
have also absarbed a great part of investment at the espense of
expansion of existing production capacity.

The building of the welfare states in Western Europe has
changed attitudes towards work and economic growth ("zero graowth”
movement) and emphasized redistributive policies. Econgnic and
social security was envisaged as a public good to be provided by
the government.

Protection through interventionist policies has enabled
economically obsolete industries ta retain capital and
employment, while entrepreneurs have been discouwraged fraom taking
risks in innovatian and adaption to changed econonic
circumstances. The process of industrial change and restructuring
in Europe has been much slower tham, for instance, in the United
States where resources were reallocated towards sectors where the
United States has a competitive position (e.g., high technology
goods and services!}.

The "backwardness"” of EC industry in high technology goods
has caused an increasing import penetration into the £C market af
goods supplied by the United States and Japan and a decline af
the share of high-technology products in EC exports, especially
in intra-EC trade (Table I.4)

Decreased capital efficiency and high wage costs have nmade
Community gproducers vulnerable to foreign competition. HRage
increases accompanied by diminishing wage differentials among
ecaonomic sectars and occupational groups severely affected the
competitive position of labaur intensive industries vis-a-vis
foreign competition, especially the Newly Industrialized
Countries (NICs).



c) The EC in a multipolar systess

The integratian process in Western Europe has had a
profound influence on the interpational pozition of the European
Comaunity. At the political level it has become a normal
pccurrence for the chairman of the Eurupean Commission to attend
the regular Summit Meetings; the EC had also gaimed a prominent
econamic positian.

The gradual movement to a Common Market has given an
impartant impetus to economic growth. This integration process
has reguired structural change, and this has been facilitated by
econcric growth itself.

The compositian of trade flows, particularly of iamports,
shows a number of characteristics which are to a large exteat
decisive for the way in which the external relations of the EC
are taking shape. Especially in trade policy, one can speak of an
important degree of differentiation according to the gplace of
specific imports in the trade and production structure of the
European Community.

on imports can be observed, particularly for bauxite and copper
{Table [.7), For & out of % minerals cansidered in this table
{tin, bauxite, copper, manganese, phosphate and nickel} the EC is
for more than 350% dependent an imports from the Third MWorld.
Japan‘s import dependence is more ar less the same, but that of
the United States is much smaller., This picture is reinforced
when oil is ingluded. No less than 70% ({approximately #100
biliion) of all EC imports originating from develuping countries
in 198{ were mineral resources (SITC 2 and 3).

The picture for agricultural products is quite different,
&n important goal of the Common Agricultural Paolicy (CAF) is Lo
make the EC targely self-sufficient in agricultural products.
Table [.B indicates that this poalicy has been successful. CAP has
a considerable influence on the volume and direction of trade

flaws.

The EC is not only self-sufficient in many agricultural
products, Bfut increasingly dominates the warld market as a net
exporter, particularly in sugar and dairy products. Thus, EC
imports of agricultural products consist mainly of feed grains,
soy products and ‘tropical products like coffee and cocoa,
imported as raw materials and sold on the consumer markets of
industrialized countries after pracessing. Over #15 billion of
agroproducts (S8ITC 0, { and 4} imported into the EC in 1981
griginated in developing caountries.

dith regard to industrial products, those with a low level

af praocessing still face tari$f harriaers which often result in
high effective protection. Import duties en other industrial
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praducts have been gradually reduced. However, for an increasing
nember of products there appears to ke a reversal of this trend
toward a more protectionist direction of a nontariff nature.

A5 a result of the slowdown in econaomic growth, the
necessary adjustment process has become much more difficult. As a
consequence, the successful macro-economic policy instruments of
the fifties and sixties are no longer adequate to cape with
changing circumstances. A period of dismal emplaoyment prospects
has increased pressure on governments to intervene in the market
to prevent a fast decling in no longer profitable activities.
Selective intervention has been inspired by the fear that
uncoordinated functioning of market forces could lead to the
destructian of potentially viable activities. The result has heen
a rapid increase in the transfer of public funds to private
companies, In this connection, the Worid Bank has concluded that
by 1976, in countries like Norway, Belgium, france, the United
Kingdom and the Netherlands, subsidies granted to industry had
already reached such magnitude that they had the same effect as
tariff gpratection, gften being even more seignificant 14/,
Subsidies have increased even more in the period after 1976,

Government intervention is the central element of the so-
called new protectionism. Governments have a range of policy
instruments at their disposal with which they can influence the
allaocation af production factors. Their use often leads directly
gr indirectly to changes in international trade flows. Not only
industrial policies, but alsa for instance environmental,
regianal and employaent programmes influence international
competitive positions.

A second characteristic of new protectionism is the highly
selective way in which trade flows are influenced: "The new
protectionism is highly sector specific, and therefore at present
tannot be described as the product of economic nationalism or
neamarcantilism. The sectors in which it is found are primarily
the labpur-intensive branches nf wmanufacturing in which
developing countries possess a clear comparative advantage™ 17/.
Selectivity has been implemented principally through nantariff
trade barriers (NTBs) such as voluntary export restraints (VERs)
and orderly marketing arrangements {OMAs).

NTBs are used in a discriminatory way with respect to
different exporting countries, and it has been difficult to
quantify their impact on trade flaws. There are also great
shortcomings in the knowledge of their occurrence. #As noted by
UNCTAD: "Even more important far future negotiations, however,
is the fact that a definitive {nventory agf curcrent restrictions
does not exist. Many are not notified to multilateral
institutions and, 1in some instances, are not even recorded by
anational authorities in the importing country* 18/.



In this study an effort will be made to fill --to some
extent-- this gap in knowledge. More important, however, is the
identification of the market for protectionism that has been
created in the European Community. This market has a very
camplicated structure. There is not anly room for a wide variety
of pressure groups like consumers, trade unions and Companies
(whether large or small, operating at the internationai or local
level, industrial or commercial, etc.). Members of these groups
are further active in a double role as voters in a gpolitical
system that in itself is far from monolithic,

In this connectian, Verreijdt and Waelbroeck wmake an
interesting distinction among four tiers of decision making,
where each tier is subject tog a different degree of control by
interest groups and voters {9/.

a} At the bottom, an enormgus number of decisions which
are individually small but important in the aggregate are taken
at the level of the burepaucracy. According to Messerlin there is
a clear tendency at this level to att as protectionists toward
newly emerging competitors instead of being free trade oariented
20/, However, overt protectionist measures are seldor used;
instead preference is given to complicated subsidy arrangements
ar hidden nontariff barriers. These decisions are almost
invisible, and thus vrepresent an ideal area +for aexertion of
pressure By special interest groups.

b) Eleigted politicians are the normal level of analysis
of decision making in the market for protectionism, What they do
is more visible than what is done within the bureaucracies and

the influence of the general voters is carrespondingly larger.

t) The European Commission +feels the burden of a
variety of pressure groups, although these often work in a
complicated mamner via the individual member states. Because
legitimacy 1is the only source af its influence, the Community
must be even more careful than goveraments in respecting the
Treaties under which it was established and the GATT agreements

which it helped to negotiate.

d) SATT 1is the tep tier of the system. Ipitiatives at
this level have been domipated by the USA, Japan and the EC.

Accarding to Verrei jdt and Waelbroeck, a key characteristic
of this edifice 1is the changing balance between special and
general interests as ane moves up from one tier to the next. In
their view the strengthening of the top tiers nf the system has
operated visibly in favour of a free exchange of goods and
gervices across countries.

Because of the complexity of relations in such a manifold
system it is hard to draw an unambiguous picture af the degree af
pratectionism in specific situations. Far this reason, the
present study not oaly presents a catalogue of restrictive trade
practices facing Brazil and the estimation of their trade
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caverage, but also tries to uncover the underlying mechanisas and
to unravel the trends in protectionisam which Brazil is axpected
to face in the eighties,



Tabie 1.4

RELATIVE UKIT {R30JR COSTS

Labour costs in the whole economy Hanufacturima labour costs
- -- Effective
relative unit relative unit exghange
Hage sum labour Uit Labowr costs Haoe sua Labour  Unit laboyr costs rate
[ produt-  labur ---------mm-m--—- ver srodut-  abour ----—-----------
espiover tivity  coste natisnal coseon  emoicvee tivity costs nztional coason
Lurrenty Currehcy CUrrenty currenty
Percentase change gver srevigus vear
Europezr Casmanitv
1971 12.4 3.7 B.4 i1 1.9 1.1 2.8 8.9 3.3 11 0.8
1972 1¢.% 4.3 4.3 ] 1.8 11,2 5.8 5.2 1.5 .8 1.3
973 1.2 4.5 9.3 -0, 1.4 15,5 4.5 B.4 .0 3.8 1.8
1574 16,5 1.5 14.4 -.i -1.8 8.4 2.7 13.2 -3 -3.8 -7
1975 ib.4 -0t 16.4 4.3 &.8 17.9 =17 19.9 1.4 B.3 .4
1976 12.9 %1 1.¢ ~0.B -6.2 4.4 B.7 5.4 1.3 -1.2 -8.4
8N 1.3 2.7 8.0 &.8 L7 10.4 2.8 7.4 1.9 2.9 9.9
1978 9.8 2.7 4.9 a.0 2.9 9.9 2.9 5.9 I 4,7 2,9
1879 10.9 2.4 8.3 1,8 1.8 119 4.4 4.4 2.0 8.0 3.9
1980 13.5 1.3 tz2.4 Lo 6.2 t2.9 L7 11.0 3.4 5.9 %2
1584 12.1 1.2 10.7 2.7 -1l 1.0 2.7 8.2 [T S B ST R
1982 8.9 1.7 7.4 0.8 -§.5 %9 2.2 8.7 -0.4 -5.7 5.3
1383 (¥ 1.8 f.4 .4 ~5.4 7.5 3.8 3.5 1.4 -%. -5.4
United States ,
1980 9.7 -0.6 19,3 95 %2 18 -0.3 it.4 2.1 1.8 -0
1981 9.6 4.0 6.2 -1, 0.8 §.7 3.3 6.1 B 2.2 L4,
1982 5.8 2.2 3.5 -t.4 3.B 1.e 0.4 Tt -0.9 1.1 12,
1383 L8 1.9 4.8 1.1 3.3 1.7 b 0.2 ~2.4 4.8 .
Jeman
1980 B4 3.3 3.0 =71 -10.9 8.4 10.& -1, -12.¢  -I5.4 4.0
19814 8.2 2.3 3.8 “5.0 8.4 5.9 44 2.1 -3.8 -8.3 -4.8
1982 5.1 2.0 3.3 -4.0 -8.7 4.B 3.2 .7 -1.8 .4 1T
1963 3T L 2.1 -2t %3 4.7 7.2 ~2.3 -4.9 1.3 6.4
Index Nurbers (1975=110)
Europeas Commznity
1940 7.3 56.3 KL 92.7 30.4 2.8 L& 41.4 B2.§ 80,3 §7.8
197¢ 51.8 87.2 9.4 .5 9.2 50.8 85.7 3.3 9.3 Be.2 .5
1980 1706 1144 150,00 105.8  448.9 176,94 1289 M3t 1119 Ll RS
1934 36,3 1225 9L 1.7 83.4 244 1384 1759 137 8.2 75.0

Seurce! *Arpeifckosien tn de industrie en de econoaie® (Biizendsre Studies en Adviezen). [n: De Econonie van
fe Gemoenschas.



Table 1.2

NAJOR EC COUNTRIES. U.5. AND JAPAN: COMPETITIVE POSITIDNS
RELATIVE UNIT LABOUR CASTS JN NAMUFACTURING a)

tIndices 1974 = 1000

1980 1961 1982 1B  19B4

France 147 i) 102 «® k|
Berzanv 114 EiH] 107 H 104
Italy 9 §1 92 01 102
United Kinodom 149 143 139 125 122
Belgiua 143 94 Bt 77 17
Hether lands 1062 b 96 LH 87
United States & 72 b 81 i
Japan 13 1% 92 111 112

Spurce: OECDH Economic futiook J& {Table 51}

a} Calculated in a comeon turrency

Tabje [.3

MIGRANY WORKERS IN THE EUROPEAN COMMUNITY IN 1980

Countrv

EC {9}

Belpiut
Dengark

Ger panv
France
Ireland
Italy
Luxeabourg
Hetherlands
K.

Foreien workers in empigvsent

Nuober of
eaplovees  Taotal extra-EC extra-kC
ithousands) as I originas ! origin
eaplovess of foreton  as Y of

workers eaplovees

T 6.9 73 g

J1z8 B.4 L 3
068 2.3 70 z
21806 9.5 72 7
17533 9.3 B4 8
833 0.4 73 3
14704 9.4 &0 2
137 38.9 3k 14
4339 4.0 b8 3
22512 7.3 42 3

Source: Sizteenth General Report of the Activities of the
Eurooean fossunities, (982, Pg. 131,
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Table 1,4

EUROPEAN COMNUNITY: ERPLOYNENT SITUATIOM N 1980-83

{Thossands)
1980 1981 1982 1983
Civilian labour forte 114.972 115,468 116277 114.495
Women in labour forceil) 36.8 32 3.5 37.8
Eivilian esplovaent 108,278  107.028 104,084  }05.212
Civilian eaplovees 89.947 B9.471 87,531 B5.4%5
fhoricuiture 2,265 2. 148 2.094 2,038
Industry 37,763 36,203 54,940 33,744
Services 49,839 50.120 50.457 30.7%
Munber ot uneaolovment 8.803 10. 656 11,948
as I of tabour force 7.6 9.2 10.3
Source: Eurgstat.
Table 1.5
GROMTH [N CIVILIAN EMPLOYMENT
doritulture intustry Services
1960473 1973781 1960773 1973781 1960773 1973/61
EC -1,3 -2.8 0.1 ~1.4 1.8 1.5
United States -3.4 -2 1.7 0.4 2.7 .8
dapan -4.8 ~2.9 34 .1 2.7 .t

Source: Europese Economie. Nr 20. Julv. 1984, ol3.

Table i.4

H#I6H TECHNOLGSY BOODS: SPECIALIZATION COEFFICIENTS IN INTERNATIONAL TRADE

1943 197 1978 1981

EC19:
Tobal trade .01 ¢.94 0,88 9,18
Extra-EL trade Ll a7 0.94 04
United Stateg 1,237 1.8 .27 19
Japan 0.72 f.o7 1,27 3
£t 4

Source! De Europese Economie, Juiv, 1983. pl26.



Tatie 1.7

iMPBRT DEPENDENCE GM MINTRAL RESOURCES

----------------

Bauxite

Cepper

Tin

Tiac

Lead

tran ore
Nickel
Manganrese

Phosahate

1960
1977

1950
1977

1950
1977

1960
1977

1540
1977

all wvears

all vears

all vears

all vears

ECE9)  United States Japan
bl o7 b2
n 86 93
75 0 4
83 13 7

86-89 85-93 #5-86

77-45 38-94 59-95
48 4 b
40 55 57
by 33 29
35 19 b
56-55 +/-30 75-80

90-95 43-%4 90-95

95-100 95-100 §2-97

+/-100 1] =100

Source: #. van den Huev: "Je oiirbouwsector in onuikkelingslanden
0. Tilbura. Hav 1981, ol47.

Table 1.8

EC: SELF-SUFFICIENCY RATES FOR SELECTED CROPS af

Grains

Potatoes

Sugar

Vegstables

Fruit

Skie eilk powder
Cheese

Butter

Heat

=EmE

increase

197¢ 1974 1978 1986 1970-80
91 91 92 98 +
99 109 101 1493 +2
14 92 123 123 +15
49 93 9 n/a nia
BE 80 77 nfa nfa
1900 133 107 135 +15
101 17 104 107 +b
197 53 118 120 +3
57 98 93 59 2

Source: Eurcstat

a/ EC production as 2 percentape of consumption.



1/ QDECD Ecaonamic Dutloeak 36, December, 1984. Tahle 24
2/ (CECD Economic Outloock 34. Deceaber, 1984 Table 26.
3/ OECD Economic Outloek 34. December, 1984. Table 28

4/ In an attempt to reduce governments deficits (and the public
debt} the EC countries have tried to contain the growth of public
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energie: estimations pour les grands pays de 1'0CDE, &Anpales dg
1. INSEE, 44 {Oct-Dec) 1981,

14/ Eurostatistics, IBID, and the Eurcpean Economy, Supplement
NR.1%, March 1984, p.lé
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I1. TRADE RELATIONS BETWEEN BRAZIL AND THE EURODPEAN COWMUNITY

at Introductien

The European Community is one of Brazil’'s wmajor trading
partners. Bilateral trade with the EC currently represents about
one fitth of Brazil's tntal foreign trade (one fourth of Brazil's
nonoil trade); the EC absorbs one quarter of Brazil's exports and
supplies one eigth of Brazil's total imports (one quarter of its
nonoil impartsi.

Since the early seventies, the relative importance of
Brazil’s bilateral trade with the EC decreased significantly.
This can be explained, among other factors, by rizsing oil prices
which in the seventies absorbed ap increasing part of .HBrazil's
import capacity, by the strong grawth of Brazil's enxports teo
ather developing countries, and --in recent years-- by the strong
growth of Brazil's exports to the United States. The share of the
EC in Brazilian imports decreased from around 30%Z in the early
seventies to less than 13% in the eighties. Excluding crude ail,
in the same period the EC share dropped from about one third to
one gquarter. The main reason for this reduction is thkat Brazilian
imparts from the EC are highly concentrated in manufactures
(about 94%, see Table 11.2), especially capital goods {more than
hatf of the value of Brazilian imports originating in the £C are
mathines and transport equipment -5ITC item 7-, apgain see Table
[I1.2), and therefore severely affected by Brazilian import
gubstitutiaon, the sharp decline in investment and the
strengthening of import restrictions in Brazil.

On the other hand, the EC's share in Brazilian exports has
been more stable, although decreasing. Since its creation, the EC
as a wunit ranked first among Brazil's export markets, but it
lost this place to the United States in 1984 (cee below).

Exchange rate movements have an important impact an
Brazil's exports to the EC., In the seventies the depreciation of
the U.5. dollar against other convertible currencies tontributed
to an increase in the competitiveness of Brazilian export
products in the £C market, The real exchange rate of the cruzeirao
against a3 bhasket of curvencies of EL ameamber statec (the nominal
exchange rates divided by relative price indexes and weighted by
the gecgraphical distribution of Brazil's exports of manufactured
products) depreciated wmore than 40X between 1971 and 1980,
especially after the extraordinary devaluation of the cruzeiro in
December, 197% {(Table 11.9}. Due to Brazil’'s exchange rate policy
in L1980 and the appreciation of the U.S5. dollar, the cruzeiro
appreciated igainst the EC currencies in real terms in the last
guarter of 1980. Ir spite of the fact that from that date the
economic authorities managed to maintain the real value of the
cruzeiro against the dollar, it increased almost 40% against the
EC currencies between 1980 and 1982. The second extraordinary
devaluation ,of the cruzeiro in February, 1983, after which the
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ninidevaluations under the crawling peg systes fully compensated
far domestic inflation, impraoved the coapetitive position af
Brazil's eaxports., Hawever, the continuous appreciation nf the
u.8. daollar against EC currencies made the extraordinary
devaluaticn insufficient to restore the ewport competitiveness in
the £C market attained with the devaluation in December, 1979,
The further appreciation of the dollar against EC currencies in
t384 and early 1983 seriousiy affects Brazil's exports,
nrincipally of iadustrial products, to the EC.

The bilateral Brazil-EC trade balance traditionally has
been in favour aof Brazil, except for some years (principally in
1974/73). From those years on, the EC has registered a continuous
and growing deficit in its bilateral trade with Brazil. The
deficit o #$3.8 billion registered in 1983 ({according to
Brazilian trade statistics, see Table II.1! is one of the largest
bhilateral trade deficits of the £C (next to that with Japan and
some ail suppliers). In the present eamphasis on bilateralism in
international trade relations, the trade deficit vis-a-vis Brazil
might be a motive for taking selective protectionist measures
against this country, whith in principie could be an additional
explanatory factor +or the decline in the share of Brazilian
giports shipped te the EC. The low share of manufactures in
Brazil's exparts to the EC, as compared to 1ts pxports to the
United BStates, could alsc be an indication of relatively mare
difficult market access.

However, in the early eighties Brazil has managed to
increase its share in extra-EC imports, fraa 1.3% in 1980 to {.7%
in 1981, 1.9% in 1982 and 2.1% in 1983 (Table I[[.8), It seenms
that the reduction of the EC share in Brazilian exports must be
attributed tp the slow growth of extra-EC imports 4rom all
criginsy rather than tc selective trade restrictions impased on
imports from Brazil.

As a unit has, in recent years, the EC 1lost its first
place as a market for Brazilian export products to the United
States 1/. 1In the first six manth of 1984 the United States
contrisuted wmore to Brazil's merchandise trade surplus {badly
needed for Brazil's foreign debt servicing) than the EC, in spite
of the fact that Brazil has traditionally achieved large and
growing trade surplusses with the EC, while its merchandise trade
with the United States showed a deficit throughout the seventies,

The decreasing impartance of the EC vis-a-vis the Hnited
States as an expart market for BHrazitian products can be
explained pringipally by three factors: (1) economic recovery in
the United States is auch stronger than in the EC, (2] the
appreciation of the U.8. docllar against the currencies of the EC
countries, and (3) the sharp decrease in world wmarket prices of
primary products which had a greater impact on the wvalue of
Braziiian exports to the EC than ta the United States {(as in the
first case, its share in total exports is auch larger). (See
Table [I.5]
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b The EC as a market for developing countries

For most developing countries the EC is still the principal
gxport market, although compared to other developed wmarket
ecanomies the growth of imports from third countries inta the EC
has been siow. [n part this is a result gf reduced imports of
oil, facilitated by the success of Western Europe’s eanerqgy
policies and the exploitatian of the North Sea pil +ields. The
main reason hawever, is sluggish economic growth in the EC. In
the seventies the relative importance of the EC as a markaet
autlet decreased far all develaping regions {(Table [I.&).

Campared to other countries in develaping Americas, the EC
played a large role in Brazil’'s exports in the seventies, while
~~fagr Latin American standards-- the United States was relatively
underrepresented. (In 1980 Brazil shipped 27% of its exports --in
value terms-- to the €C and 17% to the United States, while other
member countries of the Latin American pssociation for
Integration ({ALADI} shipped 17% of their exports to the EC and
33% to the United States). This can be attributed mainly to the
importance of the EC as an export market +For agricultural
praducts. In 198C¢ Brazil shipped about opne third of its
agricultural exports (SITC items Q+1+221{+4} to the EC, a larger
share than that of all develaping countries together (29%},
especially that of the aother RLADI countries (26%). Among ather
majar developing regions, only Africa shipped a larger share
(57%4) of its agricultural exports to the EC. On the contrary, in
19890 the EE absorbed only 16.5% of Brazil's exports of
manufactures {S[ITL items 5-8), a lower share than that of other
developing regions.

In spite of an impressive expart diversification achieved
principally in the seventies, agricultural praducts still account
for around 40% of the value of ali Brarilian exparts {(Table
11.%}. Agricultural products still dominate Brazil ‘s exports ta
centraily plaaned economies and represent more than 40% of its
exports to developed market econcmies. In {982 agroindustrial
products accounted for more than half the valve of Brazilian
exparts ta the EL. Brazil's agricultural exports to other
developing countries are relatively less important and heavily
cgncentrated in products which are traded gprincipally among
developing countries, such as sugar and ails and fats. (see Table
IT1.41.

The FEC constitutes Brazil's most important expart market
for agricultural products, absorbing about aone third of the value
af agricultural exports {Table II.3). Oniy two products, coffee
and animal feeding stuff, azccounted for about two thirds of tatal
agricultural exports ip 1982, Other ipportant focd items are meat
praparatians, fruit juices (principally {frazen concentrated
arange juice), cocoa and unmanufactured tobacco. Exports of soya
teans have decreased strongly after §%75 ip favour of soya
praducts with a tigher level af elahbgration,
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In Table II.& Brazil's principal agricultural esxports by
regions of destination are classified according to the dominant
patterns of trade between north and south. (This classification
is somewhat ambiguous, especially with respect to south-south
trade; there is a tendenty to seli-sufficiency in the nzin
regions and trade in these products is usually small compared to
production).

Brazil is ogne of the major suppliers to the EC market for a
series of agricultural products and for many products its share
in extra-EC imports increased ia the eighties, natabkly for green
or roasted coffee {surpassing Colombial, coffee extracts and eil
seed cakes {(see Table I1.7). Brazil's share 1in total extra-fcC
imports of agricultural praducts increased from 5,9% in 1970 to
10.1% in 1£982.

These figures seem to indicate that at the aggregate level
EC protectionism in agriculture has not affected Braril more
severely than other exporting countries. The Comman Agricultural
Falicy directly affects Brazil's exports of products like sugar,
fruits and vegetables (especially in the case of sugar eventhough
exports tao third markets are also atfected!. In the case of
soybeans, domestic production in the EC 1is insignificant,
although competition with EC producers exists, because different
types of o0ils and fats can be substituted. For this reason
Brazil's export pessibilities are affected by CAP, which through
support policies, tries to increase the degree of self-
sufficiency within the EC. In the case of many tropical products,
Brazil ‘s exports to the EC suffer a disadvantageous peosition vis-
a-vis CAF countries f(principally in West Africal, which enijoy
preferential tariff treatment. The redugtion in Brazil's share in
EC imports of cocoa in the second half of the seventies might be
attributed to this factor.

In raw materials, excluding fueis, (SITC item 2} Brazil's
share ia EC imparts increased slightly during the seventies,
however, imports from Brazil are erratic. Iron ore accounts for
more thanp G0% of the value aof EC imports from Brazil in this
commadity class. Brazilian exports are hampered by the structural
trisis in the European iren and steel industry. Trade flows are
passibly wmore the result of attempts by large European steel
corporations to control and diversify their supplies than of
selective import contrals imposed by the EC.

The international divisian of labour has undergane prafound
changes in the past decade. A number of developing countries have
made important inroads into the EC market in the seventies,
gspecially the countries of South and South-East Asia. Although
their overall import penetration rate is still small, the impact
on the European market has been siqgnificant, mainly because trade
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has been concentrated in a relatively small number of preduct.
like textiles, clothing and consumer electronics. Latin Americar
countries generaily laoged behind South-East Asia. 3Since 1970,
Frazil --the number six developing country supplier of industrial
products to the EC~- has increased its share in ail extra EC
imperts and in imporis originating in develapinc countries, in
spite of which conly about 1% of total extra £C imports of
industrial products in 1982 originated in Brazil.

The mast important manyfactured products that Brazil
exparts to the EC are btoth traditional, and impart senrsitive,
items such as textiles, iren and steel, footwear and clothing and
"new" export oproducts such as power machines and transport
equipment. In recent vears transcort equipment constituted by far
the @ost dynmamic item of Brazilianm exports tp the EC, which can
be attributed largelv to the export of passenger vehicles by the
FIAT cencern.

The structure of Bra:zil’'s exports of industriai oroducts te
developed market economies show marked differences from that onf
mpst  other NI€s. An important characteristic is its relatively
high level of diversificatien. The share of the largest praoduct
(defined at the two-digit level of SI7C) in all 1industrial
progucts imperted intec the EC from Brazil is 1ess than 20%
(textiles reoresented 153% in 1982 and transport eguipment 18% in
19833, while clothing accounts far more than haif af the value of
EC importis from Korea and Hang Xong. The principal industrial
products imgorted inte the EC from Brazil in the period 1960-1963
and their average shares 1in the value of total imports of
industrial products fraom Erazil are:

5ITC &5 Textiles 17.3%
SiTC 74 Transport equinoment 16.2%
SITC &7 Iron and steel 11.2%
s1Tc 71 Pawer generating egquipment F.4%
SITC &4 Leather, leather ranufactures 3. 5%
5ITE 5 Footwear, atc. 5.0%

Source: Tahle 11.8

Compared to some other NICs {such as Mexica and Singaporel,
off-share nraductian, subcontracting and other farms ot
elahorating of iaports from industrialized countries is a less
significant source of trade for Brazil. One reason is the lacal
content requirements in Brazil., This partly explains the reiative
underreprecsentation of <clothing and electronies in  Brazil's
exports to the EL ard other industrialized ctoguntries 2/.
Subsidiaries of £C based transnational corporations have a kiagh
participation in Brazil's exports of machines and transport
equipment to the EC 3/,
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Table il.1

BRATIE: TRADE WITH THE EUROPEAN CONWUNITY a}

value of Brazil/EC trade annual rate trade with the EC ac 2
% aillions, FOB) of variation (¥} of total foreign trade

period exports iaports balance exports imports  exparts all isporie
igports excluding
crude pil

1940 M 350 - -3.4 16.7 2.9 28.9
1541 403 323 397 18.5 =14 8.8 5.0 o
1942 3735 332 4 -7.8 .7 367 5.4 o
1543 ki) 329 1358 .7 -0.9 344 5.4 -
1964 477 237 240 -1.4 -28.0 3.3 21.8 4.9
1945 522 207 14 9.4 -12.§ 3.7 2.0 5.3
1966 554 85 259 4.2 37.4 318 27.4 4.7
1947 560 354 206 1.2 244 33.9 1.4 28.6
1968 597 50% 89 6.4 43.% 3B 27.4 29.4
1949 833 S84 H 3.8 14,7 36,1 9.3 3.6
1970 Y47 738 28 15.9 28.7 35.3 2.5 3.7
1971 949 1003 -34 9.2 35.7 33.4 30.9 33.5
1772 1378 1356 i 42.7 35.2 5 32,0 34,9
1973 231t 1772 336 67.6 30.9 I3 8.8 3.7
1574 1452 s -107 6.1 78.7 30.8 25.0 3.3
1975 Lyl 3052 -422 -4.§ -3.4 8.0 25.0 321
1914 3 2513 400 28.1 -t7.6 30.7 0.3 28.2
1977 3922 1326 159 26.0 ~7.4 32.4 19.3 1.6
{978 3799 553 124 -3.1 9.7 30.0 18,7 6.5
1979 4594 3274 1318 20.9 28.3 36} 8.1 27.7
1980 5444 3515 1951 19.4 7.3 27.2 15.3 5.9
1984 5933 2978 2953 /.9 -15.3 5.5 13.5 25.9
1982 443 2441 3602 -8.3 -18.90 7.6 12,6 4,4
1983 G687 1863 3324 4.5 -13.7 26.9 12,1 4.5

danuarv-June

1983 2806 919 1584 . 7.4 12.4 25.5

1984 3038 794 2463 8.5 -14.3 4.2 13.¢ 5.7

Source: Banco do Brasil/CACEN.
at Includino Sreece.
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Table [1.2

BRAZIL: IHPORTS FRGM THE EUROPEAR CONMUMITY o)

value [$ eillions, FGB} percentace breakdown
SITC fescription
1973 1980 1962 1975 1780 1582
Al tospodities 1144.7 3B37.¢ 2647.7 100.0 100.¢ 100.0
G+1+221¢4 A3} food items 8%.3 120.6 §2,3 .7 3.1 3.5
] Food and live animals 12.% 109.6 83.4 2,2 2.9 It
022.2 Milk and cream dry .5 49,1 13.7 0.1 1.3 0.5
G48.2 Heit. tacluding fioar Jn2 214 3.4 1.1 &7 1.3
21221143 Crude aateriais 6.3 4.2 67.3 2.3 2.3 N
2(-221} Crude materiaks, excl, fuel 4.6 345 35.8 1.2 L.4 L3
3 Kineral fvels 347 39.7 3.7 L0 1.0 1.
Seb+T+8  Manufartures 3176.7 3612,3 Hn.2 5.4 94.1 93.4
k] Cheoitais 543.5 %20.49 582.5 6.3 26.0 2%
2 fraanic chemicals 195.8 442.4 2757 R ti.5 0.4
53 Dves. tanning, toleur products 36,2 5.9 LT Ll 1.4 1.4
541 Hedicai ete. products 4.0 ar.8 3.2 1.4 13 .7
563 Fertilizers samufactured b1 94.7 3.6 1.8 2.5 1.7
381 Plastic materials 36.9 %.3 .3 1.8 .4 2.4
Eiixl Cheaicals NES .9 5.2 50.3 1.5 HY 1.9
6 Basic manufactures 805.7 502.9 379 H,1 13.1 1.3
87 ron and steel 99,4 228.7 166.2 14.9 8.0 8.3
b74 Piate. shest 245,4 120.5 bl.4 .3 3.3 2.3
874.3 Thin uncoated 48.1 75.4 349 1.4 1 b3
6 fon-ferrous pelals 13.9 .5 45,6 2.1 1.9 1.7
&9 Metal asnufactures NES 96.2 71,7 &7.4 7 2.0 2.4
7 Mathines. transport eguipaent {703.3 20387 £399.1 .9 93,1 5.8
H Hon electrical cachirery 84,8 1248,8 731.6¢ 5.4 3.5 214
7M1 Power sackirerv mon-eiectric 8.2 115.% 115.8 2.7 3.0 b
LS Piston engines non-air 10.8 594 2.9 0.3 1.8 .0
5 Ketzluorking machinery 196.9 425.% M7 5.9 1.4 2.8
" Textile. leather machinerv 149.1 87.7 £9.53 &5 2.3 2.1
8 Mackines for special industrips 139.3 83.3 40.9 4,1 2.2 1.5
ne Machines NES Nonejectric 1.0 471.8 404, 15.0 12.5 15.3
72 Electrical sachinery 382.7 3384 420.9 1.4 13.9 3.9
122 Poser machines. switchaear 120.7 28%.4 215.2 1.4 1.5 8.1
172.1 Electric power aachinery 42.2 120.4 1068 1.3 34 .0
1222 Switchgear, etc. 8.5 168,9 108.4 2.3 4.4 1.1
n Tramsport equizsent 135.5 2530 240. 1 5.1 4.6 [X]
132.9 Motor vehicle parts a5.9 7L 85.2 1.4 1.9 L5
734 Rircraft 15,5 107.1 1713.8 0.5 28 bub
B Kisc. manufactured coads 122.2 15%.8 L7 37 4.0 4.4
BAl Ingtrunents, apparatue 52,8 87.4 65.2 1.9 .3 2.5
9 Soods not classified bv kind 1.3 8.4 0.9 9.0 0.2 0.4

Sourcel United Mations. fommndity Trade Statistics. Statistical Papers. Series b,
al Inclsding Greece,
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Table I1.3

BRAZIL: EXPORTS TD THE EURGPEAN COMMINITY a)

percentage exaorts to the L us
vilue § aiilions. FOB} breakdown 1 share of tet, euports

1975 1984 1982 1875 1980 1982 1975 1980 1982

Al comodities 14i2.0 534a.2 W27 100.0 100.0 100.0 7.8 Zhd 269
Al food iteas IR 34,6 2803.8 43.8 56.1 317 1.2 34 35

a Food ard live animals B9 2840.7  2515.7 #0694 o 1.2 1.4 35,8
oL Aeat and greparations 62.5 143.8 2768 .8 1 5d 12,4 24 w2
§41 Fresh. chilled or frozen seat 0.t 35,2 LA7 t.2 &b A2 a4 1L5 22,4
ol Tinnad or prepared weat 324 tie.5  15.9 L3 2.1 2.9 0.9 41 5.8
053.5  Fruit or vecetable suice .7 1924 IBL3 [ 20 N T .1 5.8 30.9
04,5  Molasses 14.7 56,0 1.} 0.4 Lo 0.4 1.3 48,0 Log.0
1131 Coffes 89,4 94,9  BiB.1 12.0 18.% 15.% 31,0 389 384
0711 foifee green 257.2  BAL.2  TIB.4 107 1b 13.2 .1 M7 37
71,3 {ofiee essences. ertrarts 2.3 13 "I L3 Ly L8 0.3 36t 3e.l
01z Cocoa 2.5 112.5 112.2 0 Ll 2l U] el 26,2
08l Bnimal feedinp stuéf 98,1 1060 10397 124 0.5 1%.2 58.8  68.7 39.0
0B1.3 Vezetable oil residiee 2703 1000.4 9613 L2 1Y 4D 563 62 57,1
1 Beverages ant Tobacre 8.2 49.2 210.8 i4 LB 3% 33.8 483 4353
121 Unsanyfackured tabacco 8.3 45,3 2093 4 LY 39 56.7 3.2 445
21 0id seeds. nets. kernels M58 189.3 .0 168 ZB 0.2 42,1 B9 b5
1.4 Sova beans 138.8 140.9 4% 18.2 2.4 .1 .4 355 3é
4 Aninal or vegetable pils and fat .4 16%M 46.9 19 32 13 4 245 4.7
42i.2  Sova bean eii w7 35.b 3.4 &1 &7 0.1 3.1 B3 LS
422,53  fastor oil 18.4 319 16.3 08 07 43 6.0 3% 340
Crute saterials 4540 9814 11006 dR.8 1.4 20.3 8.7 3L %4

24 Wpod. lomber and cork 3.9 Ll b4, 3 1.3 14 1.2 3#.9 .0 154
24 Textile tibrec 553 7.4 $2.5 3 1LY o 3.7 43a 207
20-224) Crude materials. excl. fupls 93,0 972 9917 8.6 1.2 8.3 .5 W3 o33
1 Iren ore. concantrates 3té.B  5B7.? k6.0 :3.) 1L D3 M4 375 OIS
3 Mineral fyels, etc. 51 10.2 8.9 0.2 01 0 % %Y 15
5-8  Manifactures 396.% 1255.2 i516.3 164 250 280 17.8 145 19,4
5 Chedicals #.0 1LY 1380 Lt 2.2 18 5.9 143 152
& Basit nanafactures 215.4 5.0 52i.s .9 1) 9.8 w8 2LE 0.7
a1l Leatker 7.4 82,2 .5 L2 1.2 1l b2.3 M9 5.5
43 iingl. cork. manufactures B3 75.0 52.2 t.4 1.4 Lo b3.7 M5B 303
b5 Tertile varn. fabrics .4 138 1L 41 L 34,7 32T N8
57.48 ron and steel. setais .1 {75.5  1§3.2 1.2 3.3 34 .5 1.9 1.6
67 iron and steel 2.4 13e 182 (U 3.0 .7 188 144
t71 Pig iren. otc, 1.3 3.3 AN A 13 1.2 5.0 WA Wa
4TE.2 Pig iron, incl. cast iran 3.9 370 131 4.2 9.7 0.4 59 3o 2L9
&71.5 [Rher ferro-ailovs 3.5 52.% 45.0 e L0 08 0.1 3.7 2.8
472 Iron, steel, prizary foras 2.9 17.3 9.1 0.1 63 0.2 0.3 7.1 8
473 from, steel shapes 02 0.7 1.5 0. 44 4.2 L0 2.5 1.5
13} Iron. steet glate. sheet 0.3 PN £9.7 [ R - T P 24 1.3 189
H Machines, iransport equipsent t8.6 3.0 799.2 .8 14 134 LT LY 208
718,95 Piston eroines san-air 3.9 §33.9 129.8 1.0 .3 14 26,2 384 3%,%
7843 Statistical mackines 1.4 2.8 Ly 0.1 0.4 08 .6 134 183
724 Telecqmeunications equipment 7.9 2.9 .5 0.3 04 S5 1§ 15,4 152
73 Transport equipment 1.5 143.6 32,7 &t L1 &0 4.9 0.7 245
732 Read wotor vehicies 131 1l6.8  377.% 6.5 Lz 1.4 LB 152 355
32t fassenrer vehicles - LY 13 - 1.1 5.2 ER T - 1 R
332.8 Mator vehitle parte 3.0 0.4 17.8 6.5 448 09 R[.1 B 159
§ Mise, waoufactured coads 8.1 1683 9.5 7 LI 28 4 iR tedd
i1 Clothing 5.9 4.8 1.9 .1 e 0.7 26,4 41,2 318
a5l Footwear 6.8 7.7 57.8 0.7 14F LI 0.2 %8 i
9 Eocds not clhassd bv kind .3 1.0 - 6.3 0.0 - 1z.5 0.4 -

Source! United Natiuns. Comsoditv Trade Statistics, Statistiral Papers. Geries .
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fable 15.4

EIPDRTS OF DEVELOPING COUMIRIES 70 PRENCIPAL INLUSTAIALI2ED COUNTRIES

exports {4 oillions. FOBi

percentage share of exoorts shipoed to:

Worid Eurobean Europear  United States iaoan
Cangunity 3/ Comsunity a/ and Fuerte Ricp
919 1980 1970 1980 1576 1980 157¢ 1980 I§70 190
ali coscadities {S1TC 0-8)

A3 develaping countries
&ng territories 54944 556940 18424 144206 355 26,2 A4 209 1B 139
GpEC 171983 306453 7131 91232 5.0 BA ] B4 13 4T
Aon-OPEC 36959 252307 10692 54974 8.9 1.8 2.7 1Y 48 S8
Latin Aeerica, Caribbean 17510 130463 4TS 19729 .0 7.8 34 365 D4 LG
ALADE 12632 73400 3745 15456 2.8 9.4 0.0 2% Id 5.0
prazit 20152 G348 o 2.4 7.4 . )
Other ALAM -countrizs . 50488 o 10021 FPR T w18 PP N |
Africa 12024 91524 T7I04 38424 LUK-B TS | 41 NS 4.0 2.8
Best-fuia 19581 216711 3978 65573 . 31 A1 4 1RS 202
South and South-East Asia 14355 142079 I 17 19 153 2.1 200 183 W0
fceaniz 4% 84 146 J22 M8 351 162 M2 R4 2L

#11 torg itews (SITC 0+1472t0)

A1 developing countriss
and territories 14557 8376 5193 1BU3 357 BT 13T WS 5.5 LR}
JPEC 7 4171 i 30.3 0.8 1IR3 1B9 6. 1.1
Hon-OPEC AU 59105 aelB tad 4.4 7.3 2 164 5.5 4.4
Latin Aeerica. Caribbean It 3isk B3 8N L5 %9 0.4 2.8 4T 2.8
MADT 984 21945 1934 19 .8 1.3 W07 28 4,1 2.3
Brazit 734 .. 10F e 334 20.% ar 3.0
Dther ALAbi-countries I v Y] 336 2.2 W B e T
Ririca 3562 10207 1889 G274 8.9 ®e 1hg 9.9 .3 ua
Nept-psiz 826 2768 i59 770 2a 0. 8.3 4a i LS
South and Scuth-East Asia Jois 17734 693 380] 2.8 2.3 L0 WS 1l 183
Jceania az 949 - 731 8.2 e ¥7 ME T B

At manufactured ooods ISITC Sea+748)

A1l develpoing countries
ard territaries 13187 111240 3633 M7e4 7.8 2.3 5.2 I35 ER] 7.1
OFEE 412 8BSY Mo LR5B Mo 2.6 &3 L3 A Ll
Nan-QPEC 12730 104369 3513 Aok .6 2.8 2586 W8 70 b9
Latin Awerica. Caribbean 3357 284t 131 K192 B s KB 0.2 43 5
ALADI 04 183 1003 3699 a0 W 49 362 50 5.4
Braztl Lo 7L o 1253 165 o 182 PRI B
Dtker RLADI-countries o 16770 .. 2824 o b .. 43 v 7.z
Abrica 2505 A0 1309 3% 5.3 ALz 1.2 4.4 182 74
ost Asia LLE k6 1B80 7.8 %6 33 LE LI &0
South and South-East Asia 415 76298 D62 14993 15.8 1.7 3E LTS 1
Ocearia # k1 85 29 b P I P T O 6 T 1

Marufatiured soods. excleding iron and steel and nan-ferrous aetals {BITC J+b-167#521+7+8)

Al developing countries
and territories 2932 9575 158t 19419 7.7 w7 3027 Mk A4 A2
OPEC 0: 5189 82 125 2 »xs 13 52 A7 4
Hon-0FEC Bell  9077h 1495|4534 b 7004 30 258 4 e
tatin Aserica. Laribhean 168 15399 #? uN4 0 45 327 M2 18 25
ALABI 1058 12583 14 1901 157 451 1.0 L 1e L%
fraril . 8811 .. 1080 w183 . 18,5 . 3.7
Uiher ALACI-countriss “ EitH .. 82 o 1MG - 282 ‘. [
Africa 751 e 772 27 A1 58,9 2.9 L1 03 63
Best Asia Lh13 a19? B3 1519 .4 265 55 1.8 18 BN |
Seuth ang South-East Asia 6011 FoSAé 952 1385 5.8 M 3BT WS O5F N3
Sceanis I 82 1 12 %1 194 182 &1 % 877

Source! UNCTAD. Handbook of International Trade end Uevelopaeat Statistics, Tables Al-pif.

United Nations. Cocaoditv Trade Siatistics, Statistical Papers. Series 0.

at excluding &reece.



Table IL.3

BRAZIL: COMPOSITION OF EXPDATS BY SELECTED COMMODETY CLASSES AND REGIONS OF DESTINATON

vatue |§ millions) percentace breakdown
Regions of destination
1975 §980 98z 1975 1980 1982
Horld
A1l comrodities at 2491 19854 19923 F0G 100 100
All food tteas h) 44689 it4 7995 33 L] L3
Lrude aaterials c) {580 2930 4104 1% 15 2
Kanufactured ooods d) 2222 759 1824 il 38 19
Develaped aarkel econaeies
Afl coemadities a} 5397 11757 12383 100 16 100
Al food jtens 4} 3095 8127 N 57 32 M
Crude materials c) 1168 173 2858 2 19 3
Manufactured goods d} 1134 3457 §144 21 2 3
European Cosaunity el
All cospadities a) 407 SH4T 423 160 i i
All food iteas b) 1354 Mt 2B04 &4 38 52
Crude materials ) 455 984 101 19 18 il
Manufactured apods di 398 1314 1518 i7 bL) 28
United States—Puerto Rico
A2l cosmodities ai 1308 3494 4540 100 103} 100
Atl feod items b) 622 1843 15t4 48 3 36
Crude materials c) 38 253 718 [t} 7 19
Hanutactured goods d} 47 1380 1644 14 40 LH
Japan
A1l commndities a) 470 1232 £304 10¢ 100 100
Al food items &) pit) 278 243 39 B i
Crude eaterials o) 130 663 754 H 54 b}
Hanutactured oonds d} a 289 Ky 12 3 3
Centrallv planned economiss
Al commadities a) 830 1381 {249 190 [1id 190
kil food items b) 768 1810 949 i3 73 78
Crude paterials c) 80 1590 172 19 14 i4
Nanufactured ooods 4b 42 1Bl 128 5 13 19
Develoning countries
All cossadities a} 1265 5419 6279 160 130 160
All food iteas h) Bay 188 14675 39 il 7
{rude materials ¢) 332 587 1032 15 9 17
Manufactured gonds #) 1645 152 3582 % 82 Sh

Source! United Hations, Cosenditv Trade Statistics, Statistical Papers. Series B.
a) excluded gonds mot classified by kind {SITE 9)

b} SETC G+1+221+4

c) S11C 2-22143

d} ST 5-8

ei inciuding Greece.
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BRATIL: ABRECULTURAL EXPDRIS BY CONHOBITY GROUFS ACCORDING 10 DOMIMATING WGRLD TRADE PATTERNS AND DESTINATEON (1980)

Table §1.8

SITC
Al selected commodities
North-South trade
o4 Cereals and preparatians
02 fairv products and eeos
it Beveranes

#1114 Paultev

Seuth-Horth trade, traditional

07t Totter

072 Cotoa

74,4 fea

075 Spices

12 Tobatco and Aanufactures

South=-North trade. new
013 #eat. tinned or prepared
a3 Fish

05t Fruit and veoetables
981 Aninal feeding stuff
m Dils seeds. nuis, kernels

South-South trade
94 Sugar and preparations
[) Dils and fats

% willigns, FOB

percentage breskdown bv countries or regions of destination

dorld EL erld BMEC &/ EC USk  lapan o0 b/ CPE ¢/
un 3034 190 100 106 160 90 100 199
254 9 3 - - - 1 13 H
] 2 - - - - 1 l -
i3 - - - - - - 1 -
i3 i - - - - - L -
n - 2 - - - - 11 H
3834 1229 §2 50 4 57 73 11 L1
2m 947 30 39 32 42 b2 7 2
B97 13 8 1 4 12 9 i 2
12 2 - - - - - - -
5d - 1 1 - - - 1 t
295 147 3 4 3 3 1 2 1
2949 1581 32 37 52 17 b5} 17 ¥il
51 i 3 3 1 5 1 z -
133 § i 2 - 5 10 1 -
344 21 & 7 7 7 2 3 -
1404 1097 it 1y 3 - 8 ] 24
LIt 149 5 [ H - 3 1 5
208% 10 3 12 ? 2% 1 5% H
1398 3 15 i 2 23 38 18
34 184 ] 4 5 1 i 21 L1

b/ Develoning caurtries.
¢/ Centraily planned ecanomies.

Source? Urited Mations., Cosmoditv Trade Statistaes. Statistical Papers. Series D,
2/ Develoned aarket econcav countries.
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BRAZIL: SHARE IN EXTRA-EC IMPORTS BY COMMIBITY CLASSES

Table IL.7

21l sxtra-EC iaporis

isports from developing countries

1970 1975 197% i%80 1981 1982 1970 1973 1979 1980 1981 1982

Al comaodities

food, beverages and tabacca 5.4 55 74 719 9.8 10 125 1.4 138 14,9 19.7 1.2
Laffee 16,7 23.9 1.} 189 214 .2 t6.9 243 142 1.9 2.5 53
Epcaa 3.6 8.7 g1 7.3 5.8 h.h 7 9.2 4.2 7.4 5.9 &8
Tobateo 4.9 IO 5 W T M R Y. 1 0.6 171 3.9 4.7 2.3 LS
Fruits and veqetables .2 L5 28 .6 32 38 25 3.2 355 85 41 12
Fish 0.3 0.5 0.1 9.2 0.2 6.1 1.4 1.5 0.4 8.6 0.4 .4
fniaa) feeding stufé 1.3 4.2 22,8 2.5 W7 B8 140 27.9 40.9 450 5.0 48.2
Sugar 5.9 %4 60 &3 B} B8 1.4 1.8 48 7.0 10 0.5
Meat preserves 4.5 40 3.3 AE e 1L 16.2 163 0.t £6.3 27.8 358.%
Soybeans 47 5 35 43 20 §4.2 953 147 255 2.3

Crude saterials, including fuel,

03ls and {ats .8 33 34 4.2 4,1 1o 1Al 18,7 13.7 137
Dils and fats 57 29 %4 89 53 3.2 0.3 48 8¢ B8 7.9 4%
iron ore 4.9 20,3 250 27.6 3.9 30.3 779 3.4 5.8 g 5.3 545
#ood 9 LS 15 1.4 2.9 L8 29 52 83 5.4 L7 b7
Pulp 0.0 ¢ 21 35 3 44 0.6 6.3 50.¢ 42.9 &0.9 B
Chemicals 0.3 06 0.5 06 0.7 0.8 4.4 7.0 &8 546 BO TS
Kachiaery and traneport squipaent 63 63 47 &7 0% L2 8.4 7.4 8.6 87 10,3 13.2
Other aanufactured goods 64 03 L0 6 L0 L3 .8 3 41 4o 3.8 49

Source; data provided bv OECD and Eurostat,
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Fable I[.8

SHARE OF BRATIE TN EXTRA-EC INPORTS

0

o7
i

b2

2

i
25
|

Rl1 tood itess al

Food and live anieais
Moat znd aeat grep,
Vegetables and fruit
Coffee. cacan. etg.
fnisal feeding stuff
Beverages and tzhacco
il seags. oil muts
Biks and fat
Vopatable oils

Crude sateriais
Trode mat. exc. foels
Wood and cork
Pulp and waste piper
Retaliiferous ores
Mineral Fuels

Panufactures

Theeicals

Dasic matufactures
Leather. leather #an.
Yarns. {abrics
Iran and steel
Hachines. transp. equipa.
Poupr generatiog sach.
foad vebitles

Rigc, mancf. goods
Footuear

Goods not classed bv dind

Total extra-EC iaports

iaports froe Brazil

share of Brazik (1)

1580

1981 1982

1983 1980 1984 1982 1983 1580 1981 1982 1983

269857  303799.1 321464.%  328487.7 4126.7 5223.% 8119.% 4775.8 1.5 1.7 L% 2.1
30666.2  3344B.2  3b320.2  F79IC.5 229.0 2924.4 31819 3EM,3 7.3 a.7 6.8 0.2
23902,% 3991 2838L.% 296443 19k6.0 24554 2637.1 35046 9.0 0.1 10.3 17
1928.4 038 Wa.4 5354 92,3 8.8 089.9 i76.9 4.8 .3 s 5.8
&515.¢ 7083.2 16,7 78504 168.3 21.0 251.0 38kl 24 1.2 ia 4.9
5764.9 5389, ¢ 4262, 6 $734.8 B03.2 893.¢ 1147.8 1324.0 3.7 164 18.3 19.7
3380.7 231.% 4571, 4 5629.4 L3 1242.7 117%.1 1383.4 2.4 24 5.8 U.b
1920.4 1889.7 1754 2753 ui7 121.7 189.2 17 5§ b4 1.4 8.5
7708 8.6 38567 un.e 107.2 42,3 i7.6 9.3 3.3 1.7 €3 2.5
1974.% 16314 1808, 2 1843.1 92.1 85.3 §7.1 0.3 3.8 8.2 3.2 1.3
1§55.7 .3 1203.1 §326.3 Ba.7 %1 .5 §2.3 1.5 .t 4.2 3.9
100414, L2BILE.T VIOMS.s  123%M9.2 a10.7 11359 1119.4 13%0.8 0.8 8.3 1.0 [
2344 A43T.9 MATA.3 2805769 1.3 1094.4 1183.2 $251.5 ir 4.5 LK &7
992.4 53t.4 5089.4 58138 84,4 195.3 89.% 19,5 1 I8 2.t
3044.3 3144 3637.0 3656.5 168.9 130.8 145.5 155.4 B 3b 49 L3
1015.4 89316 6504, 6 61266 89,4 775.0 a19.2 B804, 1 1.0 1.2 1.7 12.%
85384.0 1035304 s0m0TE.Y  §T4R] 19.2 3L 13.5 9.3 .0 0.0 [N ] LS
109050.5  120656.5  130542.9  §44778.2 940.4 1122.8 15658 1459.5 2.9 4.9 1.2 L&
13738 £3111.8 143815 16141.8 dé.8 93.1 114.3 145,0 4.6 0.7 2.8 e
37847.7  3%30.1  3§158.3  A0906.5 499.3 4741 10a.9 629.4 LI 1.4 1.9 1.5
1E74.6 1059.4 1278.4 13144 55.8 §i.8 2.5 68.7 .8 5.1 6.5 8.7
43534 4205.7 4694.9 1911 00.0 198, 236.8 6.9 HY 4 L2 3.5 1.4
6242.9 3i0.7 3101 1728 1342 8.8 239.8 105.6 2.1 2.4 .2 0
378582.9  47Ee0.5 509894 SBAS3. 253.3 $10.3 4054 $40.3 2.7 0.9 1.2 a9
3098, 5 H3i.7 5409.8 99925 g4.0 139.2 I.1 Liz.6 2.8 i3 x4 1.9
2.2 BA24.7 9324 LRLE 7.9 a5 325.0 285.2 1.1 1.8 3.5 2.4
21741 253541 IN9LY 92749 121.0 135.3 137.2 144.8 -3 0.3 .5 0.3
1345.9 LY L) £8b8.9 1302.9 .0 104 8.1 60,8 (5] 5.0 A5 38
5985, 5 65144 47330 7029.8 9.6 4.1 52.1 6.6 6.2 0.4 6.8 t.3

Source: WINEIE
al B142204



Table [1.9

BRAZIL! TRADE MEIGHTED REAL EXCMANGE RATE INPEX af
(1980 = 1003

Major trading United

Peripd partners b/ States EC tf Japan LAAl o/
1971 83,7 75.3 80,0 56.4 549
1972 45,3 751 5.0 43,4 .7
1973 4.2 "y 8.3 3.3 £3.2
1714 na 75.3 .5 e 0.1
(978 728 78.9 73.7 13.2 43.8
1976 7.9 80.3 0.9 .7 8.5
195 7.5 9.1 73.9 784 1%
1978 17.4 81.7 0.3 $1.2 b7.%
1979 a7,2 BA.t 9.4 89.9 8.4
1980 100.9 104,0 100,90 10¢.9 100.0
198) Bs.8 934 15.2 88.9 9.4
1982 7.6 9.6 b6.8 15,7 .8
1983 191.6 122.2 8b.2 102.4 96.¢
1984 98.5 123.4 9.9 101.1 86.3
1979-1 ai.7 a3.1 8.2 9.7 15.5
1§79-1% 4.4 8.7 85,6 ga.7 78.4
1879415 81.4 a7 0.4 9.3 .7
1579-9 §5.3 95.3 §7.5 8.7 93.5
19801 115.3 142.8 113.8 104, 1.9
1980-11 193. 4 104.4 106, 7 10%.6 105.4
19683~£11 980 LI 9.4 1990.3 §1.9
19801V 2.4 92.7 40.9 96.4 5.6
1995-1 ga.2 e0.% 80.3 93.12 9.6
1381-1} 85,2 92.8 . §7.2 B8.7
1985111 85.3 94,1 1.z 84.1 8.7
1=y a%.0 95.7 Ta.2 A7.4 §2.7
15382-1 L9 4.3 73.3 81.4 B4.4
1982-11 7.2 95.4 49.4 78.5 7.1
1982-111 73.3 88.9 63,6 .o 64,2
£90z-1y 76.7 93.3 k1.4 3.7 1.8
19831 .0 109.% 80.% .1 "7
1983-11 105,86 128.1 §l.1 104, 1 $4.5
1983~111 100.% 124.2 5.4 1040.5 101.5
1983-1V 105.1 124.5 846 1.3 0.0
1984-] 105.3 125.2 84,7 105.7 95.8
198411 164.3 [28.9 8.8 18.3 335
1984-1%1 L6 123,2 719 .7 a7.8
1984-1Y 4.2 126.4 3.1 5.0 a4.8

a/ For the calcuiation of the real exchanoe rate index, the
naminal exchange rate was divided by relative price
indexes $or industrial praducts.

b/ Ghlained froe 3 dacket of the main iV duvers of Brazilian
warufattures in the developed market econosies and Latin
Ameriga, werghted by the average share of exsarty of
parufactures to each country in the period 1977-1981. The
basket includes anada, dapan. Spain. Switzerland, the
United Slates and the countries sentidned under 3} and A,

v/ the basket tncludes Belpium. Luresbourg, France. Germamv,
Italv. the Nethertands and the Urited Kinodow.

4/ Laiin American Assetiation for Integration. The hasket
irtludes Argentina, Chile. Merice. Paraguay, Uruguay and
Yenezuela.



1/ The EC as a unit alsa last its first place to the United
States as a saurce of direct foreign investment in Brazil.

2/ For instance, U.S, imports from Brazil wnder TS5US items B07.00
and 804.39 --duties on such imports apply anly to value abroad
but not to U.5. imports used in fareign production-- are very
small.

3/ Far Brazil vertical specialization --through the internatiaonal
division of the production process-- is achieved aainly by
exgorts of automotive and electranic parts, especialiy to the
U.8., market. Moter wvehicle parts (SITC item 732.8) are also
exparted to the EC (Table II.3).
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IIT1 - MAIN POLICY AREAS OF THE EUROPEAN COMMUNITY

a} Introduction

Since the foundation of the European Communities in the
fifties, there has been a steady trend to delegate powers from
the member states to the Council of Ministers and to the European
Commission. Although this process was sametimes hesitant because
of divergent national interests, in a number of fields a high
level of integration was achieved, especially after the merger inm
1967 of the speciaiized European institutions (ECSC, EEC and
Euratom) inte the European Community under a single commission,
Bue to its origin as a common market, coordination of trade
policies plays an important role in the integration process of
the EC.

In two specific fields --agriculture (see sections g-i} and
coal and steel-- a high degree of Eurcpean integration can he
witnessed, Other industrial and service sectors have hardly been
the object of Community palicies. The most important Community
pelicips refer to international trade and to the functioning of
the internal market, oprincipally through the common competitiaon
policy (see section b), which includes contral of industrial aid
golicies of member states (section cl. The EC alsa grants
interest subsidies, loan guarantees and grants (section d},
Restructuring programmes concerning two major industrial sectars
are dealt with in more detail: irgn and steel (section e) and
textiles and clothing (section f}, This chapter finishes with an
analysis of the role of interest groups in EC palicy aaking
(sections j-1).

The European Community is committed to the market econamy
as the carnerstone of the common market and seeks to defend free
competition., The underlying principle is that in a market economy
it is essential to preserve the stimulus of fair and effective
competitiaon in order to obtain the benefits of free trade. This
leads to a number of policy aims for the Commission: enfarceament
of competition rulesy encauragement of industrial restructuring;
improvement of the competitiveness of European industry;
promotian af research and developament and innovationg and
accepleration of progress towards a single Common Harket.

The Commission uses a two-sided approach. On the one hand
it tries to remove distortions caused by anticompetitive
practices or state aids which interfere with trade among nmember
states (note that trade with third countries is ppt subject to
the Community’'s competition policyl. On the other hand the common
competition policy seeks to contribute to a better allocation of
resgurces and raise the competitiveness of Community industry,
The theory is that greater conpetitiveness secured by
encouragement of research and developaent, in the long run, must
enable the Community to overcome its econcmic problems, and, in
particular, to <combat structural unemployment. In this sense,
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competition policy has a strong indirect bearing on international
trade flows, Two groups of actors are thus subject to Cemounity
control: member states as far as their aid activities are
concerned and (individual) companies which may threaten wmarket
forces by collusive behaviour.

The powers of the Commission regarding competition policy
are based an articles 3 and 83-94 of the Rome Treaty. Articie 3
instructs the Coamissinn to "institute a system ensuring that
competition in the common market is not distorted”. The EC's
antitrust policy is based on articies 85 and 846, Articles 92 and
93 govern state aid and give the Compission powers to regulate
industrial policy in member states {see next section).

Undec certain conditians the Cammission does not oppose
collective action to reduce structural ovarcapacity. The
Commission approves such arrangements only when they involve all
or a majority of the undertakings in an entire sector and when
they are aimed solely at achieving a coordinated raductiaon of
overcaparity and do not in any other way restrict the commercial
freedom of the firms involved. These arrangements amust not be
accompanied or achieved by wunacceptabie means such as price- or
guota-fixing or market-sharing.

Examples of plans authorized by the Coamission refer to the
zinc and synthetic fibre industries. 1In Jume, 1983 the six maior
Cammunity zinc producers requested authorization for a "shutdawn
agreement”, This agreement pravided that each conpany would
volunteer to decrease its production capacity and would refrain
from any capacity fincrease. Each company was to receive
coppensation to cover closure costs. In view of the heavy losses
in the zinc industry and the fact that the agreement covered a
fixed time period, the Eommission approved the plan. However, the
Commiczsian decided that the agreement would be canceled 14
sustained improvement occurred in the sector. Indeed, the
agreeaent was terminated in November after definite improvement
{including increased prices} ocurred in the zinc market.

A second sectoral scheme concerned an agreement ameng the
ten biggest European companies in the synthetic fibre industry.
This agreement foresaw an average reduction in groduction
capacity of 18%, in relation to which each company determined
certain caparity reduction, Failure to carry out the capacity
reductions agreed upon gave rise to coapensatian payments. The
Commission approved the agreement, provided that the internal
reporting system of the companies cancerned was wused only ta
exchange statistical infarmation.

In general, while the CLommission favours a flexidle
approach towards joint structural cepacity reductions azimed at
achieving a healthier structural situatian in the sectar
concerned, it cantinues to take firm action against ameasures
which inavalve unacceptable restriction of competition, for
instance horizontal agreements such as those involving price-
fixing and market-sharing.
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In 1983, the Commiszcsion iscued 22 formal decisions, while a
series of cases were settied without a formal decision berause
the private agreements in guestion were either bkraught into line
with the competitior rules, were terminated, or expired. Many of
these cases concerned distribution and licensing agreements., By
the end of 1983, 4138 cases were pending, of which 3654 were
applications or notifications, Z2BI were coamplaints from firms and

201 weEre proceedings initiated by the Commission. 0f the
applicatians and notificatians, &2¥% concerned patent licensing
agreements, 25% distribution agreements and 13X% so-called

“horizental! agreements 1/,

An  important aspect of Community pelicy is te prevent
abusive commercial behaviocur by domimant firms, especially when
this is detrimental %o small <companies. The Cemmission has
extencive powers to control mergers, although these powers are
used discretely.

The Community controls wmergers involving an agaregate
turnaver of mpre than 750 mpillion ECU. Furthermore, any merger,
regardless of the turnaover involved, would be considered
incompatibie with the maintenance of effective competition in the
common market if it gave any firm a market share of over 30% in a
gubstantial part of the comman market.

<) dtate aid

The deep ecenomic recession in the Community has given rise
to numerous attempis by individual member states to provide aid
to domestic industries (ses Tahle 1111.2). As the Commission
states in its 14th General Report. Ythe resources devated to
State aid are an ever-increasing burden on national budgets at a
time when the general tendency is to reduce budget deficits” 2/.
The number of cases brought to the attention of the Commissian
has infreased significantiy 1in recent vyears, which reflects
coanjunctive developments and the particular situation in specific
tndustrial sectors.

the Commission "takes accouat of the facts that certain
forms of assistance, such as those designed to pramcte research
or investment by small businesses, and those for the benefit of
less-favaured regions may constitute a stimulus tp economic
development which is in the Commumity interest, while others may
have a ogpraotectionist effect” 3/. The zim of the Ceamission
therefore is to "ensure that the aid it authorizes will result in
sound economic structures rather than in  sharing up ohsclets
structures with the inevitable consequence of transferring
dif+iculties of production and employment from one Member Staite
to another" 4/,

Article %3 autharizes the Commission to determine whether
or not aid programmes are compatible with the common market,
according to the provisions set out in artigie 92. Aid that
distorts competition is incompatible with the commen market 1f it
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affects trade between member states. However, aid having a secial
tharacter, aid to promote econumic development in regions with
very low income or employment levels, aid devoted to important
projects of commgn Community interest and aid to facilitate the
development of certain economic activities ar areas --provided
that such aid does not affect trading conditions in an
undesirable way-- is tompatible with the comman market 5/.

In this tontral function the Commission is hampered by new
forms of intervention by national governmentz. The Lommission
notes a tendency far the farms and administrative channels
invalved in granting aid to become more complex and difficult te
coatral. This abscurity is caused mainly by a tendency to
administer aid below the national level, not anly for regional
but alsa for general aid schemes.

The Commission fears that aid programmes, particularly
where sensitive sectors are concerned, may iead ta an increasing
distortion of market conditionsy the maintenance af excess and
obsolete capacity and the transfer of the burden of restructuring
to other member states, the danger of which is the provocation of
retaliation. An additional problem ‘in executing its control
functian 1is created by a tendency for member states +to present
aid schemes under the label of innavation, a priority area in
Community pelicy.

Far this reason strict coapetition rules have been
astablished 4for state aid. The principal provisions stipulate
that aid must nat lead to increaszed production capacity, must be
limited to individual cases, must be progressively reduced and
linked to restructuring plans and must not transfer an industry
or unemplayment problem from one member state to another.

Permissible state aid is gererally gaverned by aid codes.
These codes allow governments tp gramt aid to troubled industries
under certain canditions and for certain time periods. Aid codes
have been develgped for the steel, coal, textiles and clething,
synthetic fibres and shipbuilding industries.

The European Community grants a range of loans, loan
guarantees and grants.

tEligible regians within the EC are granted loans and grants
through the European Regional Development Fund (ERDF)} and the

European  Investment PBapk (EIB}. ERDF complements regional
policies of the member states by providing grants for investment
projects in eligible regions. The lion's share of ERDF aid is
allocated ta eligible member states under the guota section to
finance industrial, tourist, service or infrastructure projects.
The nonguota section assists regions that are suffering serious
industrial decline or are adversely affected by Community
palicies. In 1982 an amount of 1.8 bkillion ECU ($1.76 billion}

Was expended among 3277 investment projects under the quota
k]



section, while the mnopguota section absorbed %0.3 million ECU
($88.7 miilion) &/.

By 31 December 1982, the EIB had lent aover 235800 amillion
ECU, since its inception in 193B 7/, In granting loans or
guarantees, EIB gives priority to regional projects. Aid is given
ta projects which (1} stimulate economic development of less
prosperous regions, {2} are of common interest to several meaber
states ar to the EC as a whole, and (3} lead to modernization or
conversion of enterprise to overcome structural problems or to
create nes business activities. In recent years a large part of
the aid was given to projects which served the objectives of the
Community’'s enerqy policy.

Financing operations of the EIB in 1982 totalled 4695.7
million ECU, of which 3B63.4 million ECU were from its own
resources B8/, The Banks own resources are camplemented by the
"Mew Community Instrument® (NCI). Under this system the EC
borraows 1ia natianal and internatignal capital wmarkets and
tranafers these funds te EIB to finance special projects. In 19782
NCI 1loans totalled 791 million ECU, which were directed to meet
the Community’'s priority objectives in the field af energy,
infrastructure and the promotion of praductive investaments by
smail and medium-sized business %/.

Loans granted within the Community amounted ta 4244.2
million ECU, while operations outside the Community --principally
for assistance to Mediterranean and ACP countries-~ totalled
451.5 million ECU {0/. In 1982 interest subsidies (of 3% per
year] ware granted, out of the EC budget an over one third of
the loans within the Community for investment projects in Italy
{B40.6 wmillion ECU) and Ireland (331.3 millien ECUY wunder an
arrangement between the EIEB and the Eurcpean MHonetary GBSystem
(EMS)} concerning interest subsidies and loans to these two
countries 11/,

The European Social Fund (ESF)} is designed to improve

employment opportunities for workers by fipancing redeployment
and resettlement. In i982 the ESF expended 1.3 billien ECY 12/,

Since its foundation in 19531, the ECSC Treaty has been the
basis for regulation of the steel industry in the member states.
After a period of spectacular growth in the fifties and sixties,
crisis is the catchword to describe the events of the seventies
and eighties 13/:

- steel production declined by 20% between 1974 and 1981
(from 156 to 125 million tons!, and again by 10% in the
three years followings

- prices collapsed between 1974 and 1977, falling by 50%,
and recovered only after stringent Community measures;

- enployment fell by over 30% between 1974 and 1981
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(from 792 to 549 thousand}, excluding workers who were
tempararily laid-aff. This trend has continued, with
another 19% decline in employment following.

Ta combat this trend the Community has chosen a multisided
appreach of renewal, restructuring and reduction of production
capacity in order to restore the viability of the European steel
industry in the long term. The formulation and agreement wupon
such an approach has faced great difficulties in view of the
many conflicting interests, not anly of the individual wmember
states, but aiso of the companies and employees, Italy in
particular has been acrused aof failure to cooperate (even to have
having increased productian capacity), while in france
steelworkers’ resistance to redundancy layoffs has have created a
major political problem for the Mitterrand goverament.

The poelicy of the European Community has gene through
several stages in which both the weight of the policy instruments
and the way they are used have varied. From May, 1977 until
July, 1980 minimum internal prices and guidance prices, accordiqag
to the sensitivity of the products iavalved, were in effect in
order te enfarce the price increases which were considered
necessary. Since July, 1981, miniaum prices have applied not only
to production but also to distribution companies.

The powers of the European Commission were greatly enhanced
in 1580 by the declaration of "the state of manifest crisis* in
the steel industry, thus autharizing the Commission to set price
and productian levels for producers. These production quotas
(calculated on a quarterly basis) are very strictly controiled
and enforced as the anly way to prevent cut-throat price
competition in the European steei market.

In the view of the European Commissiaon these gprice and
production restrictions may not be endangered by uncontrolled
imports from third countries., 1In crder tc prevent that ainimum
prices, which domestic producers are requested to change, pernmit
foreign suppliers to capture a large part of the dowestic market
agreements have been reached with 15 major exporting countries
{among them two Third World suppliers, Brazil and South Koreal.
Under these Voluntary Export Restraints, these countries are
subject ta export ceilings. In return they are allowed to sell
steel products at prices between feur and six percent below those
which Community producers are requested to charge. The Community
will also refrain from taking antidumping measures against these
cauntries.

Other suppliers are faced with a surveillance system,
extended &y the publication of reference prices based on the
praduction cost of the best organized companies. This makes it
nuch easier to contrecl iaport prices and, if necessary, to start
antidumping procedures. In this way imports have been stabilized
around 11 million tons, whiie exports are arogund the 30 millian
tonnes level (for 1984 these figures were !0 and 22 million tons,
raspectively).
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The third major element of this package {aiso called the
Davignon FPlan}! is a guided restructuring of the European steel
industry, the goal of which is to estabiish an equilibrium
betwaen demand and production capacity. The European Commission
is npt in & position to take any direct stepsz in this area, or
even to make concrete suggestions. What it can de is try to
maintain a certain equilibrium between individual government and
company plans. Therefore, investment plans must be approved by
the Commission. State aid to companies is submitted to an
ezamination by the Commission and is allowed only within the
framewarl of a detailed restructuring programme.

These programmes are subject to severe restrictions. They
are designed to restere the competitiveness and financial
viability of companies under normal! market conditions. They must
resuit in a reduction of production capacity and may umder no
circumsstances create additicnral caparity for market segments
without growth poteatial. Further more, the amount and degree of
aid must be reduced over time (no support is allowed after 19893}
and the aid may not lead to a distortion in coapetitive
relations nor to a change in trade f{lows incompatible with
Community interests.

A tight time table was set for the approval eof =zid
programmes: natification of the Commission before 30 September,
1982, with final decisions to be made by 1 July, 1983. It proved
to be almost impoussible for many member states to meet this time
schedule, and the Commissian was informed of their final aid
plars only in the last days before the deadline. Approval was
theretar2a given only an the condition that sufficient further
restructuring would be carried out to insure that by the end of
1985 the programmes undertaker would be viable.

Gn 29 June, 1983 the Commission adopted nine decisians
regarding aid to the steel industry, one for each member state
{with the exceptian of Denmark, which had initiated no new aid
programme affer approval of its plans in (781}, The Coamissian
determined that “In all important cases these plans were
sufficieat neither to restare the viability of the undertakings
cancerned by 1984 nor to achieve a general reduction of capacity
of sufficient magnitude to enable the industry as a whole to
recover the minimal degree of utilization of capacity necessary
to make it viable. Cansequeatly, the Loamiszion made 1its
decisions an the aids subject to further restructuring; it gave
the Member States until 31 January, 1984, +to submit their final
plans® 14/,

Authorization of aid was subject to two major conditions:
further reduction in net capacity of at least a specified amount
had to be carried dut, and by the end of 1985 the financial
viability of the aided undertaking had to be demonstrated. The
minimum additional-capacity reductions required by the Commission
are shown in Table [IT.3 and ampunt to B.3 @illien tons. This
means that for the whole period 1780-19835 a capacity reduction of
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at least 24.7 wmillion tons of het-rolled products is expected.
The Commission states that capacity reduction will probably be
even greater than this since many companies will find themselves
obliged te carry out further rationalization in order to restare
their viabifity, It is thus expected that the initial target of 2
30 to 35 million ton capacity reduction wili be achieved in a
five year period 15/.

Thig 204 capacity reduction is expensive. Aid payments
authorized by the Commission up te 29 June, 1983 under the first
and second aid codes amounted to some 11 billion ECU, of which
same 20% were grants and interest relief and some 60¥ capital and
loan participations. The amount of further aid authorized by the
Commission on 29 June, 1983 comes to alaost double this amount,
or 22 biitlion ECU, of which some 30% are graats, interest relief
grants and subsidized loans. The largest fimancial burden in the
first round was incurred by the French and British governments
(3.9 and 3 billion ECU, respectively)., The final round will see
Italy on top with the staggering amount of 8.5 billian ECU,
followed at a distance by France (3.9 billion ECiU) and Hest
Germany (3.6 billian ECU) 14/.

As chown in Table II1I.4, employment in the textile and
ctlothing industry declined by some three quarters of a wmillion
jobs between (975 and L98Z. Perhaps surprisingly, the decline was
larger in textiles than in clething, mainly due to positive
development in this latter sector in {taly . Both sectors are
faced with sluggish demand growth and strong competition from
imparts {(Tabie 111.5), although part of the problers are directly
ralated to the competitive nature of this industry within the
European Community. Productivity gains have also contributed te
the loss of eaployment.

Because af the problems confronted by textile and clothing
caompanies, these sectors are among the most supported in the EC.
frade policies have attracted much attention since the Multi-
Fibre Arrangement is at present the wmost flagrant case of
selective protectionisa.

Az in ali sectoral aid programmes, the initiative lies with
the member state governments, while the Commission aust limit
itself to the role of conciliator and mediator among divergent
national interests. A problem which affects the Commission in its
contragl functiaop is the overlapping of different support schemes
such as regional aid, general investmént premiums and the
specitic aid programmes. It has therefpre become standard
practice to limit total support from all sources te a given
maximum. The extent of the national aid programmes can e
illustrated by examination of some .recent national aid
programmes.

amounts involved and the upcertain time period. Approval of the
a2



scheme was givenr only under the following conditions:

~« the 1983 budget for aid payments had to be Ilimited ta 4
billion BFR (approximately B0 million ECU};

- government loans were fot te cover more than S5G% of the
total costs;

- the synthetic +ibre industry and the +following ather
sensitive sectors were not to be eligitle:r warsted yarn
spinning, tights, velvet and corduroy, and tufted
carpets;

- all planced awards tc firms employing more than 1590
people in eleven further sectors, which are sensitive or
in which Belgian industry is already extremely
competitive {(by Community standards), <chould be subject
to priaor notification. in several cases these
notifications led to refusals by the Cammissian for thosge
parts of the planned awards that amounted to pure
replacement investment as being incompatible with the
cammon market 17/,

millian ECU} scheme to support its textile and clothing industry,
principally through a reduction of up to 12% in secial security
contributions (8/. The Commission came ta the conclusion that
this scheme would violate articlie 92 of the Rome Treaty since
aid was not restricted to sound firms nar limited by a
requirement for the firms to undertake restructuring nmeasures to
adjust to new market conditions. The Commission disappreved the
plan, which led to a conflict with the French government (also in
the Court of Justiced. The french government decided unilaterally
to initiate paymentz under the scheme, which were stopped only
after two negative determinations by the Court of Justice.

In 1983, the Caommission approved a revised plan. The main

elements of this plan were:

- the total budget for all aid to the textile and clothing
industry in 1983/B4 (specific, general and regional} was
limited to 1.2 biilien FF (200 million ECU};

- no alternative aid should be available under opther
schemes;

- the extent of aid should he limited to 25% of investment
casts;

- the Raximum rate of relief of social security
contribbutions should bde reduced from (2% to 10¥%;

- aid should be granted cnly for restructuring investaent
and to viable enterprises, which could raise at least 30X
of the investment costs out of their own recources;

- the synthetic fibre indusiry and the following aditional
sensitive sectors shauld net be eligible: wool! tops,
woolieny yarn, worsted yarn, and tights;

- all awards to +{irms employing over 150 people and
belonging to one of the follewing sectars should &e
subject tao prior notification: men s cutarwear,
brassieres, velvet and cordueray, woven wool fabrics,
Babiesy knitted underwear, and warkwear;

- total production capacity in the textile and c¢lothing
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industry and its subsectors should be reduced.

Reparding further French aid schemes extending to 19B3-1983
which were to be financed through levies, the Commission decided
that they were incompatible with the goals of the commen market.

The Netherlands government proposed an aid stheme
involving, amang other forms of aid, grants for up to 20X of the
cost of investment in tuildings, plant and aachinery 1%/. The
schete was intended to help firms manufacture new gproducts or
higher gquality products, or finance investment in research and
developaent {facilities. A fund with a budget of 10 miilion
guilders (4 million ECU) was also glanned to suppart joint
research and development projects of clothing #irmes. Finally, the
scheme included loans from the Naticmal Investment Bank (backed
by state oguarantees). The budget for grants is &3 millian
guilders {or 20 million ECU}, while ioans are expected to reguire
s budget of hetween 10¢ and 130¢ miliion guilders.

After objections from the LCommission, substantial changes
Were wmade, including a doubling (to 50%) of the percentage af
investment funds that firms must raise themselves , the exclusion
of capacity increases, and assurances of nonavailability of
other (additional or alternative) aid for the same sector. The
Jutch government also agreed to make a series of sensitive sub-
sectors {cotton yarn, worsted yarn, tights and sypnthetic fibres
and yarn) ineligible for aid under the programme and committed
itselt to notifying the Commission in advance of proposed awards
to firms employing 150 or more people in the following sectors:
cotton fabrics, nightwear, brassieres, velvet and corduroy, and
men’s outerwear.

From these examples it becomes clear that control by the
Commissian is tightening. Not ofnly are the amounts of aid
programmes being restricted <{and approved only in case of
sufficient auto-financiag by the private companies involved), but
there are a number of other restrictions. BSensitive sectors are
no longer eligible.

These restrictions nay have consequences far the
discussions abaut a possible renewal of the Multi-Fibre
Arrangement. One of the stated aims of MFA is to <¢reate a
breathing space for restructuring programmes. Since these are now
well underway, the European Commissigon may induce a mare
tolerant attitude ia the Community in the coming negotiations
regardiag the renewal of the fFA. However, it must be noted that
many interested parties have been trying to influence the
negotiating position of the Community.

Through a number of mechanisms, fara incomes ia the E£C are
isolated 4from the level and fluctuations in world market prices.
Support for agrarian incomes is financed through a guarantee fund
within the FEuropean Development Fund. This fund covers beth
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internal measures such us subsidies faor temparary storage,
sypport for producers, interventian nmeasures and levies on
oroducers, and external measures such as export subsidies.

In 1773 the guarantee fund had a budget of approximately
3.9 hilliens ECU. This budget increased to 4.5 hillion ECU for
1984, By far the most important costs are ewxport subsidies (which
interfere directly with trade programs of third countries? and
support measures for EC farmers. Tagether these two items account
for 89-83% of the guarantee funds budget (see Table III.4&).

The EC's agricultural policies have led to vehement
reactions from third countries, the US goverament and producers
in particular, For a number of years CAP has heen a major source
of disagreement between the European Community and the United
States in international trade policy meetings, e.g., within BGATT,

Ar  important result of the common agricultural policy s
the strong increase in the degree of self-sufficiency of the
European Community {e.q., in meat, grain and sugar) resulting
in a marked decline in imports. Since there is oaly limited scope
far product differentiation of agricultural products intra-
industry trade is almost acnexistent., Thus the decline in EC
imports of agricultural products has caused a decline in the
volume of world trade.

CARP strongly affects Brazil's agricultural export
possibilities ta the Cammunity itselt and to third markets due
tc the impact of CAP on the volume of world trade and the level
and stability of world market prices of agricultural commodities.
Due to the strong increase of self-sufficiency rates, imports of
products covered by CAP are residual. Internal community prices
are very high and isalated from fluctuations im the world
markets, while imparts are used as an adjustment aechanisa.
Internal price {fluctuations are thus transferred ta exparting
countries. The application of import restrictions is erratic and
unpredictabhle. The dumping of excess praduction with strong
export subsidies on the world markets is an additicnal disruptive
factor.

CAF  aims at structural improvement of the conditigns in
Europear agriculture on the ane hand and acceptable levels af
income for the agrarian populaticn on the oather. Three major
instruments were indicated in the Rome Treaty: introduction of
market arrangements, price policy and the establishment af a
commaon fund.

From the beginning the main emphasis has been on support
for farm incomes, although it was understoad that in the long run
income policies should be based on sectorial policies of a more
structural nature {e.q., improvement in labour productivity,
increase in the average size of farms). In practice, hawever,
Compunity policies have been aimed mainly anly at supporting
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agricultural incomes, while structural measures have been left to
national governments,

Twn methods can be followed to raise incame levels in
agricultures direct income allowances ar increases in prices. The
second method is favoured in the EC.

Higher internat prices have ta be accoempained by a set of
measures at the boerders of the Community. Competition fram
cheaper #fareign suppliers has to be controlled by import levies
and exparts of surplus production are possible only with a
complicated system of export restitutions., Thus CAP rests on two
piliers:

- guaranteed prices (based on average production casts in

the Communityl;

- 3 "price sluice qate” at the border.

This system has led to uniform prices and a comman parket
far the whale compunity in which market regulations play a
crucial role. However, there are large differences in the
arrangements concerning specific products:

- in most cases the core of market organization is an
intervention arrangement: farmer prices are guarantead
for grain, sugar and dairy products {(surpluses can be
sold to am interventicn agency at fixed prices!j scoewhat
more flewible arrangements {(e.q., support for storage
only! wexsist faor pork, wine and certain fruits and
vegetabhles;

- for <four agricultural products (certain Afruits and
vagetables, flowers, eggs and opoultry) the internal
market is protected against external conpetition, but
prices, supply and demand within the Community itsel+ are
left to the market a@echanisa;

- finally, 1in a few isolated instances, direct support to
farmers is given by wpaying them a fixed amount per
hectare or per head of cattle.

The functioning of the internal agricultural market is thuys
based on import levies {for certain products] and en & aumber of
other mechanisms which permit internal priceg to exceed the world
market level {see also Table II!.7}.

A system of levies and restitutions is the major
instrumert, although nontariff barriers also piay an increasingly
important rgle. Levies an agricultural imparts have shown a
remarkabtle grawth: from 540 million ECU in 1973 to 1.8 hillion
ECU inm 1984. &5tiil, this growth has not been large enough to
affset the =even larger increase in the expenses +or expert
testitutiens, The part pf restitutions financed by impart lavies
deciined from 46X in 1973 to less thanp 30X in 1980, In the same
pariod, export restitutions qrew from (.2 billion ECY tc 5.4
billien EECU, with 4.8 billior ECU estimated for 1[9B4. Three
product groups (grain, dairy products and pork) accounted for B5%
of this amount in 1973, but the share aof other product categeries
almost daubled to 254 inm 19B4. The largest increase tan be noted
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in dairy preducts, whose share intreased from 30% to 50% 20/,

Levies are raised in two wayst! internationally negotiable
tariffs and levies based on the autonomous common agricultural
palicy (see Takle II1.9). Impartant differences can be observed
betwsen nominal and effective tariff protection. Only +or
typically tropical products such as coffee, cocoa and oils and
fats is there no difference, but, far instance, in the dairy
sector effective production is wmultiplied several times by
additionatl variable levies, furthermore, levies can vary
substantiaily over the vyears bhecause of their Ffunction to
tompensate for differencies between world market and internal EC
prices.

CAP has an important iafluence on the economic relations of
the Community with third countries. In hilateral trade agreements
and cooperation agreements with groups of countries f{e.g.,
Mediterranean and ACP countries) trade in agricultural products
plays a oprominent role. The Community is thus faced with the
difficult and often imppssible task of recanciling the aims of
its trade and development cooperation policies with those of
CAF. The failure to do this in a systematic and coherent way has
caused a considerable strain on the EC's external relations.

As a result, different suppliers face different EC tariéfs
for a wide range of agricultural products (see Tabls TII1.10Q
which shows duty rates faced by Brazil), This picture is even
more complicated by the pravisions of GS5FP and the existence of
nantariff barriers.

Ever without additional levies, within the framework aof
CAF, conventional import duties are stilli major ohbstacles tao
trade. According to an UNCTAR survey aof same 50 selected
agricultural products, Z1 praducts face average nominal taritf
rates of 5% or more in the EC {(campared to 23 praducts in the
U.8.), while eleven face rates of mare thap 10% 21/. These
runbers will hardly change as a result of +the Tokyo Round
negatiations. Montariff &trade barriers (NTE! are much harder to
quantify. According to the same UNCTAD study, NTEs are used
extensively in france, Japan, the EL and GSwitzerland and
principally affect meat, fish, vegetables, fruit, sugar and
cereals. The picture for the Eurepean Community is further
conplicated &y the existence of national measures apart from
those at the community level. For a tetal af 75 products, no less
than 153 nontariff measures are mentioned by UNCTAD, varving from
quotas to miaimum price systems and compliance with certain
standards (health, sanitary and technicall; &I are Community
measures. 0Of these, one third are discretionary import licensing
and dne third variable levies (these two measures often are taken
together!). Another 7 are excise duty charges on impart value,
while ¢ cases of quotas or voluntary export restraints were
mentioned {Tahle III.B). Important differences exist between
national and community measures. Variable levies (in the
framework of CAP) are only available to the Eurnpean Coamission,
bOn the other hand, restrictive trade practices as a result af the
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enforcenent of certain standards are often practised at the
national level. Since it is difficult te trace these types of
measures, their numbers are probably underestimated. Many NTBs
are applied selectively. MNo less than 47 of the &3 Community
measures do not affeet all suppliers, With regard to natiaonal
measures, this is true in &1 out of 94 cases.

There is a theavy concentration of NTBs in fruit and
vegetables: over 40% of the measures (or 6% cases}) affect this
small sectar. Other relatively hard-hit sectors are meat, fish
and grain praducts. Not surprisinmgly, only in secters which da
not compete with EC production, such as spices and raw materials
te.g. cotton!, are these measures more or less abgent.

i} The future of CAP

It <can be concluded that the European Compunity possesses
an impressive array of instruments to control internatioral trade
in agricultural products. 1In no other economic gector in the
Eommunity are internal and external policy measures so closely
linked. CAP has had & tremendous influence on the EC’'s net trade
positian. The average yearly grawth rate of production (1.5 to
2%) has exceeded that of consumption (0,.5%) during the last two
decades. The consequences of this are far-reaching, not anly in
trade but also imn financial terms. DJuring the 1last decade,
agriculture claimed some 65-73% of the Comamunity’'s budget. This
did nat create tac many probiems in the past since the funds
earmarked +or the Community (mainly a fixed share in the value
added tax of the member states) were more than sufficient ta
provide the necessary funds for cther priority areas (mainly
regional and saocial peliciest, This is no langer the case,
however. In 1983/8%4 the Community reached & crisis situatien
which could be solved anly by a drastic increase in the
Community’s <chare national taxes and by a number of changes in
its agricultural policies.

Agriculture needs to be ruled mare by market forces under
which it will be necessary to produce at more tompetitive prices,
This means that the almost unlimited price duarantees for a
number of products will have to be redeuced or eliminated when
insufficient sales possibilities exnist. According ta the
Comigsion these stricter internal policies will have te be
supplemented by a trade policy based on three elements:

- international cooperation with the wmost impartant
exporting countries in order to prevent erosion of warld
market prices;

- the development gf community expart promotioen measures on
4 sound economic basisy

- the exercise ot the international rights of the
Conmunity, particularly within GATT, to revise
practices concerning the protection of ite external
borders in those cases where the Community takes steps
to reduce its own preduction.

48



These principles have led to a review of all those
agricultural sectors which have a share of more than 2% in the
expenditure af the guarantee fund. Nine product groups ful#fill
thie criterian: dairy products, grains, beef, mutton, fruits and
vegetables, ail seeds, olive oil, tobacce and wine. Important
measures have already oeen adopted in the dairy sectar.

Mezsures with regard to other sectors are less drastic,
although a gqeneral fut in prices has been praposed. In the fruit
sgctor, support faor the processing of dfruit juices will be
reduced. This is particularly the case for arange juice where the
support schemg has led to a situation in which even high quality
fruit is processed to orange juice.

Mhat will he the consequences of these changes for trade
with develaoping countries in general, and with Brazil in
particular? There will be increased pressure to reduce the
significance of CAP in EL policy making. Such a reducion would
not automatically lead to an increase in trade +flows, however.
Cemman market prices will remain <ensiderably higher than warld
market prices, and import restrictions and subsidies will have
to be maintained, but European farmers will have to pay a larger
gshare of the prigce of this protection. Furthermore, it is ciear
tthat additional! berriers are used toc an increasing degree,
leadirg to a further reduction in transparency and negotiability
of international trade practices.

il The role of pressure aroups
1. The pesition, organization and influence of European
interest groups

The maim problem in trying to assess the extent to which
European interest groups influence EC policies lies in the
difficulty of establishing a direct relationship between the
viewpoints of the various interest groups and the preparatiaon and
implementation af EC pelicies,

A major factor is the complex nature of the decision making
protess within the EC., HNot only deo the various community
ipstitutions contribute to the complex pracess of decisian
making, but individual member states alsa have an important voice
in the decision making process.

In fact, sugranational authority exists in only a few
sectors. For most poalicy issues, decision making power stall
rests with individual member states.

At the Community level, various institutions play a part in
the decision making process: principally the Commission, the
Council of Ministers, the European Parliapent, the Economic and
Social Committee (ESC) and the Court of Justice.

The Commission can he called the executive committee of the
EC and the defender of Community interests. The Cauncil of
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Ministers, however, 1is the highest decision making bady. Its
members are the ministers ot the member states of the area in
questian (e.Q., finance, +oreign affairs, agriculture). At
present the Furopeam Parliameat mainly haz an advisory role. The
Court of Justice interprets the law on the basis of cases brought
before it. The Court, therefore, is not open to lobbying.

The Economic and Social Cammittee is the main institutian
representing sacioeconomi¢ interests at the Cosmunity level,
althaugh it does not have the same official status as the ather
bodies, At present, the complex division of jurisdiction between
the EC as a supranational authority and the various member states
and the important role of the Counci! results in a bias to make
iaportant decisians at a (joint) natianal level rather than at
the Community level., This implies that, in practice there is not
just one tentre where discussipns take place. Instead, the
campetence of the various institutions of the EC and the
individual member states varies according to the issue. As a
result, decision making powers rest with a continuously changing
group.

However, it is not only the complex nature of the decision
making process in the EC which makes the direct influence of
interest groups on policies difficult to assess. The structure
and grganization of Eurcpean interest groups make it difficult to
find out which bodies hold the most important positiens in
influencing gpolicies. Interest groups are active at various
levels. First, there are the national interest groups, which tend
to influence not only national policies but alse seek, through
national institutions, to influence EC policies. Secondly, there
are *intermediary" interest groups which represent single
industries. Lastly, there are central interest groups {usually
referred to as umbreila organizations), which are active at the
Coamunity level. Interest groups try to exert influeace at all
leveis of the decision making process, which corresponds with the
complex mature of the decision making process within the EC.
National interest groups stilt hold the doaminant position in
representing interests at aill levels. O0Or, as Kirchner puts it,
"Evidence {rom our study supparts the view af most writers on
European interest groups that these have neither the saolidity nor
the effectiveness of protessional representation on the national
ievel... 1in spite af a certain shift, the principal and original
powers remain in the natiomal units and groups™ 22/.

In Kirchner's view, European interest groups are basically
of a confederal type, representing either a group of similar
interests {fram several countries or a combinatian af national and
Eurogean industry coamittee groups 23/.

He also points aut that "the Evuropean interest groups have
access to the initiator of Community Pplicy {the Commission) but
anly iadirectly to the decisicn making body (the Council af
Ministerst which deals preferably with the affiliates of European
interest gropps" 24/,
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A third reason why it is difficult to estahlish direct
links between interest groups and outcomes is the coexistence af
formal and informal contactes among the various institutions and
interest groups.

It appears that an extensive netwark of informal contacts
has beern developed through periecdic aeetings arganized by the
Commission and by frequent encounters (visits, telephone calls,
etc.} with the staff 28/. The importance of informal relations is
canfirmed by the Ecanamic and Social Cammittee itself: “relations
between the European interest groups and the Commission and the
Counrcil of Ministers are both farmal and informal, with a greater
emphasis on the latter" 24/,

Through infgrmal contacts, pelicies can bhe influenced at
early stages of preparation, but such links are abviously less
visiblie than 4{ormal opinions and documents gresented via
formalizeg censultation sechanisms. As Richard Hill has stated in
an interview, "in Brussels you start {from several different and
quite pleasing realities--aamely that Coamission officials are
eminently approachable. They cover an enormous waterfront with a
relatively limited staff. That means they camnoit be experts aon
all subject. S0 they weicome input froam cutside. You can lahby as
nart of the completely open process af informing the people
concerned on how the ather side sees thimgs" 27/,

In the same article Faul Bahr states: “Feople from all
ievels in the EEC, some vary high up, ring me and say the
Commissian has asked me to do a paper on this subject but I don't
know the field., Could you t¢l} me who could give me some pore
information?", In those cases it is obvious that policy
formylation on  a given issue can be influenced from the very
start, and persons well informed on certain subjects will often
be the ones professionally involved in those issues. Informal
lobbying should therefore not be underestimated, as the number of
lobbyists indicates. Mr. W¥enables of the European Bureau of
Copsumer's Associations (BEUL) states in the article cited above
that there are between 2000 and 3000 lobbyists in Brussels, 90U
of them representing business interests 2B/,

k) The central interest groups

Beariag in mind the above ohservations it can be expected
that the opinions held by an umbrella cerganization will reflect
the common viewpoint of its arfiliates. Thig is particularly so
since for most of the central arganizations "the decision making
process ig ruled by unanimity”. Conversely, the waore the
viewpoints within nationazl organizations diverge the wmore
difficult 1t becomes to present a common viewppiat which then
automatically weakens their lobbying power.

in addition to the natisnal organizatians, some 440
intermediary interest groups are active, most at them directly or
indirectly represented by central or uambrella organizations which
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operate at the Community level. A study by the ESC secretariat
selected 22 ceatral interest groups 2%/:

1) Banking Federatiaon of the European Community (BFEC);

2) HUnion of Industries of the Eurapean Community (UNICE}j

3% European Centre for Public Enterprises;

4) Committee of Commercial Organizations of the EEC (COCCEE}
(dissolved 7 December 1978);

5) Permanent Conference of Chamber of Commerce and Industry
of the EEC;

&) Liaison Committee of Frofessional Road Transpart
Communities (LC/IRU};

7} European Insurance Committee (CEA};

8} The European Trade Union Caonfederatian (ETUC)

9) Committee of Professional Agricultural Orgapizations in
the European Communities {COPAl;

10) General Committee for Agricyltural Cooperation in the
European Economic Community (CGGECA);

11) Union of Craft Industries and Trades of the EEC (UACEE):

12} Isternational Federation of Gmall and Medium Sized
Commercial Enterprises (FIPHMEC);

13) European Committee of Small and Medium Sized Industries
(EUROPMI);

14} European GSecretariat of the Liberal, Intellectual and
Social Professions (SEPLIS);

153} Savings Bank Group of the EEC (GCECEE);

14) fAecsociation af Cooperative Savings and Credit
Institutions of the EEC:

17} International Confederaticn of Executive Staffs (CIC);

{8} International 9rganization of National and International
Public Service Unions (CIF);

L9} European Bureau of Consumers Association (BEUC);

20} European Cammunity of Cansumers’ Cooperatives
(EURDCGOP) ;

2{) Committee of Family (Organizations im the Eurnopean
Cammunities (COFALE);

22) European Enviraonmental Bureau (EEB).

The focal point of the central interest groups (for 4ormal
representation) is the Economic and Social Committee. The ESC is
“the Cemmunity organ in which interest representation at the
European Community level is most fully institutionalized" 30/ and
which ‘considers itself to be the bedy which is normally
cansuited by the Council and the Commission and the body which
piays a general advisory role" 31/. According to the Treaty of
Rome the ESC “shall censist of representatives of the various
categories of economic and secial activity" and “"take account of
the need to ensure adeguate representation of the various
categories of economic and social activity" (article 195 (2},
first paragraph).

The ESC meabers are appointed on the basis of their
personal capacity by the Council for a term of four vyears
following proposals from the member states 32/. Members are not
expected to be formally bound by instructiens fram the
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organizations to which they belong, but in practice their
appointment is wusually based on their positions within an
interest group. The total number of members is 156 divided among
three broad categories. Groups I consists of employers, group 11
of enployees and group lil of various interest groups.

Since wmembers are appointed by their national governments
the central organi:atians are not represented directly but
indirectly. This weakens the position of the central interest
groups viz-a-vis their national affiliates.

The assessment of the power of the various interest agroups
nust be based primarily on indirect indicaters. According to
¥irchner, only four the central organizations are really well
arganized and developed: UNICE (industries), COPA (farmers), £TUC
{trade-unions) and GCECEE (saving banks) 33/.

The study by the General Secretariat of the ESC wusing a
number of indicatars {budget, personnel, etc.) caonfirms this
conclusian 34/,

COFA in particular appears to be & well developed and
integrated laobby, which is net surprising, since the Common
fdgricultural folicy is one of the few areas where decisions are
made at the Caommunity level.

Since COPA is one of the few interest groups which practice
majority voting, one cap econclude that this particular interest
group is indeed the spokesman of the European farmers.

It is obvious that the extent to which there is an
established Community Policy in a certain sector is decisive for
the level of development and integration of Eurepean interest
groups.

The central interest groups are alse directly involved via
anather consultative channel.

Another study by the General Secretariat of the E5C
included & survey "tg illustrate the ways in which ecomomic and
saocial interest groups put forward their points of view within
the Comsunity thraugh the intermediary of consultative bodies
other than the ESCY 353/. GSome 50 adviscry committees have been
sat up by the commissian. “The guiding principle behind this
consultation is that all interest groups... which have Community
umbrella agrganizations and are directly affected by a Community
requlation must have the apportunity te be invelved in its

implemeniation® 34/,

“The wmembzrs are normally appeinted by the Commissian
acting an a groposail from the +trade and professional
associations and workers' organications organized at Community
level..." 37/.

The main difference from the membership of ESC, theredfare,
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is the appointing body (Council, Commission! and the preference
for choaosing from either national or central interest groups.

At the Lommunity level the main interest groups are
therefore active in three ways: via ESC; wvia the advisary
committees and lastly, but certainly not to be underestimated,
via infarmal contacts.

1) Viewpoints of &

Since the ESC is the focal point for representatian of
interest groups at the Comamunity level, its "opinions" can he
considered +to be the distillatian of the different wopinions of
the interest groups. In general, therefore, ESC opinions have the
character of compromises and present a general consensus an  the
issues involved.

VYarigus docupents have recently been published on trade
relations with develaping countries, concerning future relatiens
wich ACF and nan ACP  countries, the BE5FP scheme and the
Compunity’s development policy in general.

In these documents a basic point of departure for
determining future trade relations with developing countries is
the notion that the world econcmy has become highly
intardependent and that protectioniet policies should bhe avoided.
"It is also tlear that the high deqree of interdependence which
the world scopomy has reached implies that any temptation towards
sgclving the <¢risis through protectionist paolicies will not
succeed; on the contrary, a reassessment of develcpment palicy
must be ssen in the context of an analysis of the worid econonmy
such as thet put forward by the Brandt Commission” 38/.

in general, therefore, protectionism should be avoided, ang
not only on moral grounds. "The industrialized countriez have
pursued very restrictive palicied. This alsu affects the Nerth.
Some 23% of the Community’'s exports a0 to the develaping
countries. In the United Gtates ane job in six in industey is
dependent an exports to the developing world. The industrialized
countries not only have a moral duty to help the developing
countries, hut it is also in their own interest to dq so" 39/.

However, despite the general rejection aof protectianisas,
thiz does not automatically lead to better access to EC markets
for all developing countries. Bn the contrary, by differentiating
trede policies vis-a-vis the various categories of develaping
countries, the EC makes further impart penatration franm the
middle-income cauntries (in general the courtries which have heen
most successful in export development) difficult because af their
inherent threat toc EC industries.

ESC supports this EC policy of hierarchical differentiation
amang developing countries. “The secticn agrees to apply a
differentiatian amony various grewps of developing countries on
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the basis of their economic development with +the gpurpese aof
establishing & differentiation in trade regimes” 40/.

For that matter, "LDCs should be classified on the basis
of their level of ecanomic development and the trade arrangements
with them varisd accordingly {e.g., greater reciprocity in
agreements with the relatively advanced gauntries)" 41/,

Hot ali af the ZZ umbrella organizations have & «clear
viewpoint on future trade relations with developing countries.
Far most interest groups this is not concidered a prierity issue
at all.: Those with a clear interest in trade policy are the
farmers’ organizatians, industry, workers’ groups, traders and
consumer organizatisns and trade.

A clear pusit{nn against protectionisa is taken by the
consumers’ organizations. Their main arguments are based an the
disadvantages of import restrictions to the consumer. As they
argue in a document an the Muiti-fibre Arrangement, a restriction
on imports will, in general, result im higher prices for the
consumer and lead te a limitatian in the choice of goods
available 4Z/. They argue further that the poarer segments of
society are especially hit by restrictions on cheaper groducts,
and that exparts are also hurt by creating limitations on the
import capacity of atfected developing cauntries.

They also point out the consequences to the consumer of the
EC’s Common Agricultural Policy: "The excessive burden of the CAP
on taxpayers, which appreaches 70% of the EEC budget and an
annual cost of 125 pounds for a family of four will increase” ag
a result of praposed increases in farm prices A3/, They strongly
oppose the artificially high prices the consumer must pay. (In
{980, EC sugar and butter prices were twice as high as world
market prices; EC support prices for wheat were about 30% higher
than in the U.S5).

In the EC, averproduction in various food items results not
in lower oprices but in an extra burden {for the cansumer. In
addition, export possibilities of developing countries are
frustrated by the EC's subsidized exports of food surplusses.

Farmers' arganizations are eof course strung supporters of
CAP. Less restrictions on imports and lower support prices go
directly against their interests, and proposals far lower
suppert prices have already led to stremg protests. They favour
protectianist policies in agriculture such as striving "to
maintain and improve existing market regulations in agriculture”
and "ta extend existing market regulations tao products like sheep
and potatoes" 44/,

For industrial products, emplayers’ organizations and
workers® unions are the main parties involved.

Within the employers’ crganizatian there are different
views aon liberal versus protectionist policies 45/. Industries
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which compete with imports stand to gain from import
restrictiaons, while others favour a more open trading system.

Within trading circies wide difterences of interests
prevent the formulation aof a common standpoint., In fact, due to
these gproblems, their wupbrella organization was diszolved in
1978,

Trade ‘unions also find themselves in a difficult position,
On the ane hand they favour aid programmes for develoging
countries, but gn the other hend they feel that increased import
penetration of 1law priced preducts from developing countries
tauses unempioyment among their members. Thus they esaphasiza an
inward-oriented development model for develaping countries. The
formulatien differs slightiy amang several documents, but can be
summarized as +Follows: developing countries should strive for
self-reliant, inward-looking development, through a basic nzeds
approach, instead of concentrating too much on experts to rich
countries 44/,

[n many cases they join the side of the employers and
suppart protecticnist policies, as they did in the case of the
Multi-fibhre Arrangement. Especially when cheap imports fraom
developing countries are threathening particular industries, and
therefore Jobs, employers and employees join sides in seeking
protectionist  measures, preferably via  their national
governments, It is obvious that governments find it difficult to
agppose such jaint efforts. Thus the balance seems to favaur
keeping the restrictions as they are or extending them in
particular cases. With employers active when they face strong
import competition at a sectoral level, with trade uniocns
strongly ia  favour of protecting empioyment arnd with +armers
strongly dependent on maintaining import restrictions, there are
inflyential fprces against a more open trading system. Qther
interest groups ilike the consumers may voice a different opinion
But they are less influential and powerful. Thus a profound
change in the balance of power amgng the different interest
groups (in garticular a strengthening of the position of Europe’s
consumers and its expart industries) may be necessary to create a
shift tawards a more liberal trade policy.
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Table I11.1

€C: TRENDS DF CONCENTRATION IN MANUFACTURING INDUSTRY
PERCENTAGE SHARE OF LARBEST FIRMS IN TURNGVER ANMD ENPLOYMENT as

Year
largest largest largest Jargest largest largest laragest largest

10 20 40 288 1 20 40 280
1972 4.3  10.3  15.4 3.0
1973 6.7 10.% 164 3.6
1974 7.3 9 1.8 2.4
1973 1.3 1.7 £7.3 32.8 8.1 3.1 1%.4 36.7
1974 8.5 132 154 .2 8.5 (4.1 204 W9
1377 .3 134 W7 352 8.9 1.6 9.1 3bd
1978 8.0 1.4 7.9 335 .0 41 2.1 30
197% 8.1 2.7 8.5 34.6 9.4 1.5  20.8  36.4
1980 8.3  13.1 18.7 358 2.4  th21 M4 3.5
1981 8.7 13.4 19,2 34.8 9.6 4.4 2.4 3B

Source! Comaission of the European Coasunities. Thirteenth Report on
Competition Pplicy. Brussels. 1984, p. 197,

af ECI10), NACE 2/4

b/ Total turmaver figures for indusirv based on estinates of the
Comeission of the EC
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Jable 113.2

POSITION TAKEN BY THE EURNPEAN COMNISSI0R CONCERMING STATE AID af
1970-83

Frocedure under Forsz! nesative
Year Total Aporoved art. 93(2) or art B3} decisions published
8/ of Dec. 2320/Bl ECSC cf in the &

1970 a4 13 § 1
1 14 f H 3
19712 35 23 it 3
1573 22 13 7 4
1974 B ] 13 --
1475 L5 2% to 2
1978 7 33 HE 2
1977 12 95 13 i
1976 137 118 19 -
97 13 7% H 3
1980 105 72 33 2
t981 14t ¢/ 79 62 it
1987 333 e/ 194 129 13
1983 174 £/ 101 73 2t g/

Source! Comeission of the Eurooean Comaunities! Thirteenth Report
on {engetition Pplicvs Bruszels. 1984, p.143.

Excludes zoricultural aid. The comparable figures for agricultural
aid in 1983 are: Notified-101i No objections-49i Procedures under
Article 93-2 181 Procedures under Article 1569-04  Negative
decisicns-04 Notifications op whith decisions pending-134 Also
eyciudes transport aid.

In some cases subiect to conditions and/or eodifications of the
aid schese criginailv notified.

Coapleted proceadings. These procedures aav have resulted in
acceptance of the original proposal, acceptance of s nodified
praposal, or withdrawal of the proposal bv the Meaber State after
it becase clear that the state aid in question was incompatible
with the coaeon aarket.

d/ Of which 23 were steel aid.

e/ BF which 95 were steel aid.

£/ 0f which 27 were steel zid.

o/ B which 9 were steel aid.

b

-~

-

4
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Tabie [11.3

EC1T); CAPACITY REDUCTION YN THE STEEL INDUSTRY. 1980-85

Beloius
Denaark

ER Gersany
France

Treland

[taiy
Luxenboura
Hetherlands
inited Kingdom

EUR 9

Production capacitv

Het reductions made

Futher net reduc-

===z

Total net reductions

in 1980 since 1980 and tions required in 1980-B5
----------------- - conni taents by Comnission decisions mememmese e ——
1000 tons 1 mesber states of 29-6-1983 1600 tons 1ai
1600 tons 1009 tons

16 028 9.5 1 705 1 400 3105 19.4

94t £.6 44 o= bb 1.¢

81 3.8 4 810 1 200 b) & 0lo bt 1L3

25 849 15.9 4 684 a3 33 19.7

1571 ¢} -

36 294 21.5 234 3460 5 634 16.4
525 3.3 F 410 960 18.4
71197 4.3 50 700 350 13.0
22 849 13.3 £ 000 300 4 500 19.7

168 801 109.0 18 436 8.300 26 734 15.9

Source; Commission of the European Cossunities! Thirteenth Report on Competition Policv. Brussels. 1984, p.135.

a} Percentase of 1980 oradection capacity.
b) Without taking into zccount the particular case of one tospany.

¢} The inforaation on which the Cosaission based its decision is not sufficient io provide precise figures.



Takle I11.4

EC: EMPLOYMENT IN THE TEXTILE. CLOTHING AND FOOTMERR INDUSTRY

{thoysands}
1978 §980 1981 1982
EC 1984.9  1432,%  1532.8 1439.3
Bermany 396.7 335.8 319.4 2904
United Kingdoa 485.4 395.4 3364 3.3
Beloiua 95,8 47.4 L5 R] 4.8
France 365.3 2974 niz n/a
talv 354.3 475.5 479.4 476.5%
Netherlands 3%.3 32.9 2.2 6.4
EL 1909.2 {Teb.3  1495.4  1583.9
Gerpanv 395.8 356.9 341.2 3i2.4
United Kinados 459.8 411.5 38,1 338.4
Belpiua 86.3 3.} 49.8 7.3
France 367.3 325 296.3 Wik
1talv 8i7.4 92,7 5471 43,1
Retherlands 42.4 30.3 26.4 23.5

Source! NINEXE
Table [11.%

EC: IMPGRTS OF TEXTILES AND CLOTHING BY LOUNTRIES OF ORIGIN

Textiles {SITL &5i

Horld

Intra-£C

Develooed market economies
Centrally planned economies
Developing countries

Ciothina (SITC 84}
Warld
Intra-£C
Developed earket economies
Lentraliv planned econoamies
Deveioping cauntries

1980

1983

16,69
10.43%
3.507
B
1.758

14.543
4.731
2.764

897
1,114

20,831
13,462
4,137
44
2.416

18,335
9.03
2913
1.149
5222

Source: NIMEYE



EXFENDIFURE OF THE EURDPEAN GUARANTEE FUND

Table 1ll.4

Year Total frpart storage  support other  income

restitutions El

Nillian ECY
1979 10.441 4,982 1,538 3.1 11b -94
1980 11,315 5.495 1617 3.928 298 -223
1981 th.141 5.209 1.631 4,343 434 -478
1982 12.40¢ 3.494 1.8:8 5,458 &03 =537
1943 b/ 14,087 b.388 1.874 3.941 448 -38%
1984 o/ 14,008 5,083 2.842 6,971 899 -519
Percentage breakdown

1979 16 47.7 15.9 36,2 1.1 -9,9
1980 109 50.4 14,3 3.7 2.4 =2.0
1981 Loty 448 14,4 30 1.9 -3
1982 109 0.7 S 4.1 4.9 ~-4.3
1943 160 45.3 13.3 42,2 3.3 -4.4
1934 100 38.9 9.1 41.2 3.t -3.3

Source: Bulletin of the EL. Supnleaent 4/B3.

af Special tax on ailk oroducts {of coposite signl.
bt Revised budget.
¢/ Draft hudeet.
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Table 111.7

ECY MARKET REGULATION SCHENES t9A7

basic target threshold stuite ispart  suple-  ieport market export  guota  quality
regulation  price gate  levy  mentary  duty inter- refund standards
price tevy ventign
Grains and grain products 273175 rat Xb/ X H L4 H X
Rice and preparations 1418774 o/ X H I
Sugar and iso plucose 17839} LN TR | H L X X
il seeds/olive 0il 136/4b ies H 1
Gils and fais 1542/78 Kdf X 1 H
Kine 33279 P TEN ¥ X 1o/
Pigs/pork 12L/67 i b/ 1 i 1 X
Beef /veal 805468 I X | X X X
Poultry/eqys 122-123/47 H I Y ks S
Rilk/dairy products 804,68 X hi Xif H 1
Nutton 1857/86 faht X 1 ¥ o/ X Xif

==asi=c

Source:

a/ Reference price.

b/ Basit price.

tf In France and Italv.

4f Repreceatative market price.

e/ Subsidvy per ton.

t/ Gauide price.

o/ Private storage aid.

h/ For raw nilk oply.

i/ bid to be granted for skiemed &ilk and skimaed milk powder produced in the EC and used a¢ animal fFeed or processed into casein.
3/ *oluntary® guota from exporting country.
4/ Deepfrozen poultry.



Jable I11.8

RONTARIFF MEASURES AFFECTING AGRICULTURAL IMPORTS INFD THE £C

TESSETEH

fatai  Compuntv  National
ievel ievel
Total 157 &3 34
Buntas 24 4 28
{sport Licensing 47 2t 26
Standards {health, sanitarv, techrical} - -
Surveiliance licensing 8 5 3
Mintaue price svstes g 3 5
Variable levies i3 i -
Fixed ¢iscal charnes 3 7 16
Scurce: Lalculations based on UNCTAD. Ibid.. plB-21.
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Table T1L.%

EC: NGNIMAL AND EFFECTIVE RATES OF PROTECTION FOR SELECTED
PROCESSED ABRICULTURAL FRODUCTS. (%74

Prodact name

Hoat products
Preserved seafood

Preserved fruit and vegetables

Dairv products
Cheese
Butter

Condensed and evaporated milk

Brain and grain products

Corn milling

Rice milling

Prepared +nods

Fiour and cerezl gren.
Bakerv products

Prepared and processed food

-

Pickles and dressinos
Aoasted cotfee

{ocea pouder and butter
Miecell. food products

Veaetabie ojls
Unweichted average for:
coconut oil
cottonseed oil
araundnut oil
sav bean oil
rapeseed oil
pale kernel ail

Tarift rate

Effective
protection Ditference

noeinai eftective
18.5 36.8 143.0 128.4
28.5 52.8 2.4 ¢
20.% 34,9 74.7 2.8
3.4 58.8 76,0 27.2
1.0 76.3 1327.7 1251.3
2t.3 44,3 34,4 2%0.1
12.0 Z1.8 8z.1 §6.3
16.0 70.3 §95.9 35.6
B 9.0 -5, -30.4
20.1 48,9 3.7 45.8
i2.0 0.9 0.0 -0.9
20,1 25.9 5.9 ¢
13.2 35.7 35.7 ¥
13.4 74,0 78.0 0
12,4 6.7 6.7 {
11.5 132.9 132.9 ]
110 79.0 79.0 {
11.3 13¢.7 138.7 1)
11,9 {48.1 148.1 &
9.0 57.3 57.2 g
10.% i41.5 141.5 ]

gnur:e: UNETAD (1578} and UMIDO (198¢),
4



Table Tii.10

EC: TARIFFS LEVIED OY AGRICULTHRAL PROBIETS APPLICABLE 10
IMPORTS FRON BRAZIL. 198¢

custon tariff

Productgroun 85F
autonprous  copvential

orl seeds free free free
recin oil

15,4715 ires tree freg

15.07. 47 8 8 &
aroundnut oil 5 - 2.5
scat preparations 2 i7 17
sugar aelasse part of EC susar policy
cocas heans 5.4 3.6 3.0
tacoa butter 22 12 4.0
fruit preparations 218 &/ 9.9 18.¢
soluble coffee Jo.0 18.0 9.0
coffee essence - - 3.0
foed preparaticns 0.8 15.0 4.0
sov anisal feed free free free
tohacco 7.4 5.0 5.8

Source: Prartische Gids. EEC/GSP 1980,

3/ Inciuding levies on susar cosponent,
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IV - SELECTIVE PROTECTIONISM IR THE EUROPEAN COMMUNITY

The decision of the ctentracting parties of the Treaty of
Rome (195B) to create a custaoms union rather than a free trade
area fmade it necessary to estahlish a comman (external}l customs
tarif¥f {CLT). Far the next step --the creation of a comman
market-- it was necessary toc establish a common commercial policy
(CCP} including the harmonization of regulations concerning
imports from third countries.

Article 113 of the Freaty provides the basis for CCP. Its
wording is far fram wunambiguous, however, fis  a result,
differeaces of opinion exist regarding both the coverage of CCF
and the allocation of powers between the Community and member
states.

According to the Commission of the European Communities,
article 113 is not limited to the exchange of goods, but also
includes services. @& nunher of bilateral agreements {(e.g., with
Brazil, Maexico, Argentina and Uruguay) include provisions which
deal with services. Na further actiom, hgwever, has been taken by
the Community +to regulate the exchange of services with third
countries. With regard to some sectors, particularly agriculture
and transpart to a lesser extent, Community level policies
pravide a framework for international trade policy.

Formally, the Community has had sole power in commercial
policy since the end of the transitiomal period (which terminated
an 31 December, 1969}, At that dzte, however, CCP was not fully
established and the process according to which the Community was
supposaed to take over respensibility from the member states had
still not been terminated. Especially with regard to those
praducts which are particulariy sensitive for some member states,
policies for the most part remain national and thus divergent
fe.qg., with respect to the imports of cars from Japan). In
accordance with article 113, the CEommunity must authorize
natignal measures in the area of commercial opolicy. This is
especially retevant when national interests of member states are
too divergent to astablish uniform Community rules. Some third
countries, like the members af the Council of Mutual Etanomic
Assistance (EMEAY, are unwilling to enter into formal agreements
with the European Community as 2 unit, and trade relations with
these countries are covered principally by naticnal agreements.

bl Basic ipstruments

A series of inctruments are available at the Comsmunity
level to protect Community industry against foreign coempetition,
principally import duties, quantitative restrictians,
surveillance, anti-dumping and countervailing duties. There is no
camman indystrial policy to facilitate adjustment to changes in
the international division of labour as an alternative to import
restrictions. At the Community level only commercial measures can
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be used.

The common customs tariff is the backbone of the EC's
rommercial policy. CCT is based on regulation No. 930/48 adopted
in 196B. Article 72 of the EC5C Treaty contains a separate
customs regime applicable to coal and steel products. Two types
of duties can be distinguished in CCT: astonomous and
conventional, Tariff negotiations are based on the former but
conventional duties, which are actually levied, are normally
lower. Duties are usually expressed in ad valareas terms, but a
number af agricultural products also face variable levies and
companents within the framework of the Common Agricultural
Policy. Although the EC has not negotiated mast favoured nation
status with all countries, conventianal duties are used in trade
with all third countries. A great number af countries have
preferential status, such as the heneficiary cauntries of the
EC's Generalized Systam af Preferences (GSP) program.
Preferential treatment is also gqramted under a Free Trade
Agreement with the European Free Trade Association (EFTA) and on
the basis of association and coaperatien agreements, for
instance, with the Mediterranean and Lome countries. The result
af this differential treatment of countries is a well established
trade preference hierarchy at EC level (see Table EV.1}.

There have been some changes 1in this Hhierarchy of
preferential systems during the seventies, but the ranking of B5SF
beneficiarias --always near the bottom-- has not improved.
Developing countries with only GSP status enjoy priviliged status
vis-a-vis only two groups of countries: non-EBuropean develaped
market economies and state trading econemies. As a rule no
natignal tariffs remain {this picture is only slightly blurred by
national guotas set within the §5P}).

The EC has two main criteria for grantingg preferences: geo-
political motives and the per capita incoame level in the
recipient couniries 1/, The former dominates in granting
greferences wWwithin Europe {EFTA and future EC members} and in the
Hediterranean (lsrael, Maghreb and Mashrag cauntries).

c) Belective tariff protection

Az a result of the Tokyo Round ot negotiations the role of
tariffs as a barrier to international trade has been further
reduced. In an UNCTAD =tudy, araund 1980 the lowest actual impart
duties were found in the European Community 2/. 7The trade-
weighted actual tariff rate for worldwide EC imports was 2.9%%.
The corresponding figure far the United States was 4.3% and for
Japan 7.0%. Exports from developing countries faced am actual
rate in the EC of 1.0%, compared to 3% in the U.5. and 4.2% in
Japan, These rates take into account the arrangements which grant
tariff preferences to various groups of countries. Most impartant
for the EC are its agreements with EFTA, the Lame countries, most
Mediterranean countries, and the DGeneralized Systen ot
Freferences.
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As  a result of these agreements there are large variatiaons
in average tariff protection vis-a-vis different groups of
countries. Aecording td a GATT study, in 1780 only 14% of the
value aof nconoil imports into the EC from Third World countries
received MFN treatment {Table IV.2) 3/. Tariff preferences were
granted on more than 30% of these imports, while ane third
received zero bound MFN rates.

For the two groups of developing countries --according tao
tariff treatment-- a striking difference exizt with regard to
agricultural products. More than 4907 of agricultural imports inte
the EC from developing countries with only GSF status receive MFN
treatment (positive rates or OX urbound), while for ACP ceuntries
this share is ltess than 3% (Table 1@¥.2). Hith regard to
industrial products this difference does not exist; perhaps
surprisingly, the share of EC imports of industrial products
receiving MFN treatment is slightly higher for ALP countries.

Although the EC has an extensive system of preferences far
developing rountries, the resulting competitive advantage, vis-a-
vis industrialized countries, remains rather spall. This 1is
mainly a result of high tariff protection still faced by some of
the most important industrial export products of developing
countries, principally textiles and clothing,

This points to a conclusien drawn by UNCTAD that aggregate
figures hide an impartant aspect of reality: ‘“while... in glohal
terms, trade-weighted actual tariffs are low for a large part of
world trade, the results none the less highlight the fact that,
for a wide range of products, including a number of particular
interest to exporting developing countries, tariff rates renmain
guite high” 4/.

d) The Generalized System of Freferences (BSP)

When the EC GSP program was introduced in 197!, its stated
sbjective was the promotien of industrialization in developing
countries 5/. This was not the only reason for the relative
ommnission of agriculture; the wish to protect damestic farners
alss played an important role. Concentration on industrial
praducts alone would have left out many of the least developed
countries, so agritultural products were included. However, their
treatment has consistently been less favourable than that of
industrial products:

i} praduct coverage: there is a "negative” 1list of
extluded industrial products, but anly a "positive"
list of inciuded agricultural productsy

ii} duties for agricultural products remain positive in
most casesy

iii} products remain subject to the possible application
of a safeguard clause (however, since the systes
was launched, these clauses have never been
implemented!}.
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Since the introduction of GSF there have been several
improvements with regard to agricultwral preoducts: the number of
products has increased rapidly and the preference margins have
been deepened. As a result agriculture naow makes up one quarter
of the total GSP offer f(against only 4% in 1%972). Initially, the
EC scheme covered only same 150 agricultural items campared to
come 340 ttems in 1984. There have been no negative modificatiaons
for agricultural products (e.g., product withdrawals gr increase
in G5P rates) in the period 1781-1984,

Because so many agricultural products are excluded from the
greference system, the number of sensitive products is much
smaller than for iadustrial products. Preferential limits exist
for arly six agricultural products by way of a special gquata or
c2iling arrangements, These preducts are:

~ raw and uamanufactured tobacco;

- cocaa butter;

- soluble coffee;

- nreserved pineapple (pf twa types).

For tobacco the situation is complicated. It is even
passible that use of GS5P leads tp a higher tariff than would the
narmal CCT. This can be explained by the sensitivity of this
preduct within Community policy making., In fact, for a leng time
there have been dgubts as to whether this product would be
included at all. Use of the preference is intensive. Normally
ceilings are surpassed and quotas fully wutilized. Finally, it
shauld he noted that the least-developed countries (e.g., Malawi)
enjoy tamplete duty-free access under other preferential
agreements,

For cocoa butter and soluble coffee, deteramination of the
tariff oquota falls wunder a trade agreement concluded between
Brazi! and the Community. HBrazil is by far the most important B6SP
supplier of these products.

The gemeral conclusion for agricultural imports must be
that the influence of GSP has been rather limited, mainly because
tariff reductions are rather small, Furthermore, 68P preference
margins are low in comparison with those granted by other
preferential agreements {see Table V.3). A third element is that
tariff escalation may increase if tariff reductions are greater
for intermediate than for processed products, leading to a higher
rate of effective protection for the latter. Finally, serinous
nontariff barriers remain.

af tourse, a major underlying theme in evaluating
preference schemes is that they make zense only when a country
receiving preferential treatment is able to =zupply products of a
certain type, quality and srice. Brazil has proven its capacity
to do this far a wide range of agricultural products
(particularly processed products! and as a result has been one of
the main beneficiaries of the admittedly limited advantages of
GEP. Thus, because  of its competitive processing industries,
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Brazil has been able tn overcome the discrimination in favour aof
ACP countries. Discrimination in favour aof the Mediterranean
countries is a different matter. Because of the treatment of the
new members of the EC --Portugal and Spain-- Brazil is faced with
heavy tariff discrimination in same wvery important fields
{especially pracessed fruits).

for industrial products, the GSPF principle has been
conpletely duty-free access for developing countries. In  thaose
cases where it is felt that this principle would cause undue
damage to industries within the Cammunity, GSP imports can te
limited hy tariff guotas and/or ceilings (with the possibility of
surveillance), In the first decade of operatian af GEF, two
types of limitations were possible, either product ar country
specific, In the forger case Codpunity *ariff quotas were
applied, and in the latter Community tariff ceilings (leading
to the creation of "hyerid" products)., This hybrid category was
elininated with the extension of GSF for anather ten vear
period, This stems <$rom the notion that products are not
sensitive in themselves, but only wher campetitive developing
cauntries (with regard to that particular product) are able to
supply them in large guantities. The EC replaced the concept of
“hybrid" products by a system of individual tariff quotas for
individual beneficiary cauntries.

For a series of products tariff quotas are calculated by
applying a formula which takes three factors into account:

- degree of world-wide competitiveness of the exporter;

- the exporter’'s tompetitiveness at the Community level;

- the degree oaof development of the exporting country
(measured hy its per capita incomel.

Textiles are a category by themselves. HNontariff trade
barriers are not anly prevalent, but they are also playing a
pieneering role in the Community’'s revisian of the functien of
GSF. In this sector there is an elaborated system of tariff
gquotas for all MFA participants, which in the eyes af the
European Commission could well serve as an example for trade in
all industrial products.

The Coamunity is the only major industrialized trading
partner that has included textiles in its BSF offer. At the same
time this offer is limited since it has been used as a leverage
in MFA negotiations. Oniy participants in MFA wha have signed a
hilateral agreement with the EC are entitled to GSP treatment for
textiles and clothing.

»

in the new GSF, an element of graduation of developing
countries, wother than their competitiveness in certain markets,
has been explicitly introduced into the Community's trade policy
for the first time. [t can be expected that this criterigon (which
is based an per capita income) will gain in importance. At the
same time it seems reasonabhle to expect that the Community’s GSF
offer will continue to grow (although at a lower rate than the
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25% af the first decade). Therefare ane must conclude that this
differentiation will lead to an increasing loss of preferences
tar Brazil vig-a-vig other developing tocuntries.

Ta summarize, B65P products can be categorized in  the
follawing way &/:

The GSP program for 19B4 cavers 334 items {(falling under 90
CCCN  four-digit headings) of which 88 enjoy duty-free entry;
positive rates are applied to the remaining 2446 items. W#ith
respect to only six items under faur CCCN headings the benefits
of GSP treatment are limited to imports within global quatas or
cailings. These CCCM headings are: unmanufactured tobacco (2401),
cocoa  butter (18G4), soluble coffee (2102} and preserved
pineapple (2004}).

i. Industrial products, ather than textiles and steel:

Nopsensitive items

These items normally are subject only tao statistical
supervisian. However, imperts which exceed a reference figure and
Which ceuse ar threaten to cause injury to a domestic industry
can be excluded from the benefits of B5FP duty-free treatment. In
1784, G5F exclusians on nonsensitive items affected Ramania (23
items) and China (2 items).

Sensitive items

GSF imports of sensitive industrial products are subject to
individual country quotas and/or ceilings. The list of sensitive
products for 1984 includes 132 items. With respect to 58 of these
products, ceilings have been established on imports inta the
Cammunity as a whole. As soon as the ceiling is reached for a
given product, MFN rates may be reintroduced for futher imparts
originating in the same beneficary country. With respect ta 74
items, tariff quotas have been established and allocated among EC
member states for those beneficiary countries considered most
competitive, Quotas and ceilings are uniform for all beneficiary
countries subject to them, but for most items guotas are smaller
than <ceilings. In 1984, 17 countries were subject tc quota
limitations with respect te ane or more articles, resulting in a
total of 118 quotas. Brazil was affected by tariff guotas with
respect to 16 articles {(compared te 7 in 1981, 10 in 1982 and 14
in 1983). Some other countries also faced a large number of
tariff quotas in 1984: the Rep. of Korea (29); Hong Keng (23);
China (l&); Romania (i2) and Singapore (&) 7/.
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ii. }extile products

There are three categories af textile products:

GGP eligibility is subject to signing a hilateral restraint
agreement with EEC within the framewark of MFA or similar
undertakings (except for least develaped countrips).

There are no country restrictians.

dute and coeir manufactures

Applies to only 3B least developed couniries plus India and
Thailand in the case of jute products, and India and Sri Lanka in
the case of cair products.

iii, Steel praoducts

Steel products are divided into:

Certain beneficiary cauntries are subject to tariff quotas,
allocated among member states,

Nansensitive products (five groups}
Sub ject ta individual country ceilings for the Coamunity as
a whole.

g} The role of nontariff barriers

The results of the Tokyo Round make clear that emphasis in
international trade policy is shifting away from tariffs.
Agreements were reached with regard to technical regulations and
standardsy gaovernment procurement, subsidies and countervailing
duties and antidumping provisions were revised. The key issues of
international trade in the eighties are: adjustment of basic
industries, safequards, liberalization of trade with developing
countries, agriculture (particularly export subsidies}, services,
trade in high technology products, the agreements negotiated
during the Tokyo Round and the MFN clause.

These priorities reflect the old and the new realities of
the eighties:

- A point that will remain valid for the rest of the
present decade ic that the main eaphasis in the fierce
competitive battle will not be between North and Scuth, but among
OECD countries. Crucial conflicts will arise with regard to high
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technology products and services. Ailing industries will be
approached primarily as a social problem because of their
enployment aspects;

- Services will play a major role in international trade
relations, although until now they have been excluded from most
multilateral negotiations. Because gf the high degree of control
of transnational corporations in this sector, steps to get a grip
on international trade must be interrelated with atteapts to
increase undertakings with these corporationsg

- Integratien and interdependence of the world econamy have
increased rapidly in the past decades. At the same time,
improvements in transport and communications technology have
increased the possibiiitiaes for TNLs to make use of locational
advantages. As a result, international trade flows have become
much wmore censitive to either direct (e.g., trade policies) ar
indirect (e.g., wage cost differentials)! influences;

- fFinally, the recle of govérnments in the functioning of
the ecanoay has steadily increased. The productioa and
distribution of goods and services is {directly and indirectly)
influenced in many ways by government decizions, often arising
from the wish {or the neceszity} to correct the outtomes of the
narket. The result is a rather hybrid system in which governments
opften react in a secondary way to a multitude of pressures, but
in which at the same time their influence seems to have become so
all-embracing and complicated {certainly in the welfare states in
Westarn Europe) that it seems almost impossible to get a clear
picture of the results of a single policy imstrument.

Because of the increase in government intervention, an
exact listing of nonftariff barriers is hardly possible. Almaost
every nelicy instrument has a bearing on relative prices and
therefore on international trade flows. This section comments
briaefly oan those policies which have a hearing an the speed and
direction ot the adjustment gpracess.

Three levels of policy making can be distinguished., First,
measures aimed primarily at domestic producers such as subsidies
and industrial policies in general. Becond, measures gined at
imports such as quota and adsinistrative reqgulations. Finally,
there are also pften hidden barriers to trade within the nmarket
structure itself at the corporate level.

From the inception of the Eurcpean Community a gquarter of a
century ago, efferts have been made to raise the scale of
operations of European companies to be in a hetter competitive
position agaiast Y.5. and Japanese giants. The influence of these
attempts on international trade flows are far frogm unambiguous.
On the ane hand, as UNCTAB research has shown, the
internationalization ot productive processes and the bringing
under corporate control of formerly independent companies have
created barriers to access by other campetitors. Particularly for
consuaer products, it appears that the marketing power of TNCs
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creates  an almast insurmountahble barrier for new suppliers from
developing countries, 0On the other hand, increase in size has
bheen an ecsential element in the intermationalization process
that bhas been so vital in establishing a new internatianal
divisien of labour. This includes internationalizatian of both
producers {e.g,, in electronics) and traders (e.g., in clothing).

However, since market flows play a dominant role here, ane
can speak of qualitatively different type of barriers to trade,
although cartelization has a hybrid character when gavernment
guidance is involved. One can witness initiatives in this
direction on a European scale in two sectors in particular. The
European Commission implicitly tolerates private initiatives
towards cartelization in the synthetic fibre industry, but plays
a stinmulating role in the Davignon plan concerning the steel
industry. The aim in both cases ig a reduction in overcapacity in
a cantrolled way and to end cut-throat price competition. A
second target is restoration of an internationally viable
industry by stimulating investment which allows modernization of
production rapacity.

In the area af industrial policies, it is often far from
clear what effect certain policy measures have in terms of
effective protection. [+ all industrial activities are dfinanced
through taxatien, +then protection is bound to be much smaller
than suggested by the amount of subsidization. Nevertheless,
selectivity is often great enough to have a sigrificant
influence, thus changing the terms of trade nat only between
manufacturing and the rest of {he ecenoay, put also within
manufacturing itself. For example, in the Netherlands the flow of
subsidies to the manufacturing industry has increased to a2 level
comparable to an effective pratection of 4 to 54, thereby fully
compensating for the reduction in effective tariff protection
which can be estimated at 4% for the same period B8/.

Although incomplete publication of data does not permit the
canstruction of a detailed picture, it can be concluded that
sectorial differences are considerable. Bubsidies granted to the
transport equipment industry at the end of the seventies and
beginning af the eighties can be estimated at some 20% of value
added per year. In textiles and cloething they represent no more
than 4 to 5%. This suggests that an inverse relationship exists
between the level of subsidization and the level of trade
barriers. In at Ieast some vital industries subsidies compensate
for reductions in tariff protection.

The analysis is complicated because ane can hardly speak of
a cooerdinated industrial policy on a European scale. Member
states have a large degree of auvtonemy in this field, although
the European Commission, concerped with the fact that subsidies
not only cause disruption of international trade flows but can
alsos prevent a smooth functioning of the internal wmarket, is
gradually getting a tighter grip on national palicies.

For a lang time initiatives aof the European Commission were
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not aimed at industrial adjustment or innevatiaon, but were almost
solaly directed at an improved functioning of the internal market
by eliminating technical and administrative barriers to trade,
opening markets {aspecially with respect to government
procuresent), harmonization of corpaorate law, antitrust pelicies
and & Llimited support to industrial investment, wmainly in
relation tm regional policies (through the European Investaent
Bank.

Howevar, a sectarial approach is slowly evclving. The most
far-reaching powers of the Coamission regarding: industrial
products are for iron and steel (a consequerce of having the
European Coal and Steel Community as cne of its predecessaors). As
stated abova, for agriculture, a full-fledged integration of the
divergent policy aspeets, including a reduction in national
autonamy, has been reached in the Common Agricultural Folicy.
Mevertheless, in thiz key area the question is whether there is
indeed an ongoing process of integration within the Community or
a gradual falling apart. The burden af financing agricultural
policy has led tao an unprecedented crisis, increased by British
demands for a very strict applicaticn of the principle of "juste
retour” {equal returns to all member statesl. Thus it remains to
be <ceen whether in the midterm there will be a policy for
industrial secters which results in more than a shadow of the
transfer of powers to the Eurcpean institutions that has taken
place in agriculture.

The main reaction ta the economic crisis has been a steady
increase in mnational measures. Coordination at the Community
level is evolving only very gradually. Action by the Comnmission
is threefold: ta assist industries in their restructuring
programmes, to participate in solutions to social and regional
questions (by greating new job opportunities to campensate for
inst jobs) and to take care that member states are not exparting
their problems to their neighbours, This means that national
programmes must fulfil certain criteria before they are approved
by the Commission: they must be of a temporary nature; they
should lead to lang-term solutiens; and they should be limited to
thase companies where sccial problems are worst.

As a result, priorities differ from sector to sector:

- The steel ipdustry has been deciared to be in a state of
permanent crisis by the European Commission. This gives far-
reaching powers to the Commissian to dictate individual company
quotas {for each guarter and to fix minimum prices. Community
strategy consists af control over and abolishing of government
subsidies, a reduction in production rapacity, restrictian of
imperts from the rest of the werld and financing of regional and
social measures connected with restructuring programmes
{financial canpensatien {for ‘temporary upeaployment, egarly
retirement schemes, etc.)j;

- For
Comamunity’'s a

{employing directly or indirectly 14% of the

cars
anufacturing labour force), tie major competitor is
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Japan, with its highly automated production technigues. This
calls +¢or a productivity increase in European praductien,
stimrulated by Community support for research, wmachine tocls,
electronic parts, etc.i

- In tewtile and clothing (10% af manufacturing employment)
production has been hit by stagnating demand and impart
competition  fraom the tnited States and Newly Industrializing
Countries. Combined with increased praoductuvity this has resulted
in an overall losz af employment of wmore than ane wmillion,
Community support far these industries consists in financing of
research  and development and retraiaing of employees. The main
policy instrument is the Multi-Fibre Arrangenent;

~ In paper apd paper products the problem is not sg  much
competition but more a lack of resources. The main emphasis in
Community effarts is therefore an creating a local resource base,

including recycling;

~ The sgpearpoint of Community initiatives is the new
informatiop technology. The bulk of the Commission’'s <{inanciat
resources for industrial policies are dedicated to this sector in
order ta catch up with Japanese and U.S. competition. The

creation af a homogenesus international market 1is essential.

Concrete initiatives are Eurohet {European service for
transhorder data transmission) and ESFRIT (a programme far
research and development im information technologies). The

explicit aim is to make European industry competitive within ten
years.

Hevertheless, one must canclude that the influence af the
European Commission an industrial restructuring is rather
limited. Primary responsibility stiil lies with natianal
governments. In this s=ense there 1is clearly a iack of
togrdination between trade and industrial policies since the
first is @uch mare of a European responsibility and therefore a
compromise ameng the interests of the individual memher states.
Still, trade policies appear to be an inteqral part of every
restructuring programme. However , including BS5P preferences,
tariffs are tgo a large extent the outcose of internatiaaal
negotiations, leading to limited shart term flexibility. In a
tlimate where governments make increasing efforts to get a
arip on industrial adjustment, it should not come as a8 surprise
that other measurec are used to change international trade flows.
Hontariff barriers are therefore often an essential complement to
subsidies and an alternative to tariffs. The possibility af using
them at the pationat instead of the Community level increases
their altractiveness as a means to maintain a maximum amount of
national autonomy. This wmeans that atmost by definition their
transparency qust be limited, for they can anly serve their
purppse when they are not internationally negotiable and nat easy
to transfer to supranational authorities.
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The Common Rules for Imports state that “"Importation inta
the Community of the products referred to in paragraph 1 shall be
free, and  therefare not subject to  any guantitative
restrictions®, but there are excepticns to this rule:

- measures allawed under article XIX of GATT

- existing measures {(transitional and final provisions)
under article VI aof GATT

- guantitative restrictions oo a national basis listed
in an Annex to this regulation, Formally national
guotas could be maintained oaaly with the explicit
permission of the Community. The wmajority of_ these
restrictians apply to impaorts af industrial products
from non-8ATT members (state trading countries) or
concern agricultural products.

The Community has several instruments available to protect
its ipdustry against fareign competition. Countervailing and
anti-dumping duties aim toc correct allegediy unfair pricing of
imported articles.

@uantitative restrictions are primarily aimed at
controlling the total volume of imports. In principle,
countervailing and anti~dumping duties are more selective because
they apply to dindividusl case=z af allegedly  umafair price
campetition. In practice, quantitative restrictions also show a
considerahle degree of selectivity.

Such restrictions can be imposed directly or indirectly
via the so-called ‘“surveillance mechapism®. Products under
surveillance can only be brought inta free circulatian within the
Common Market after the granting of an impart licence. Member
states can only introduce intracommunity surveillance after
authorization from the Commission, which is given oniy after an
investigation is conducted.

During safeguard procedures, interested parties may provide
information establishing the extent of injury. The factors used
in judging the existence of actual injury are:

-~ the volume of imports aad, in particular, its rate of
increase;

~ prices of imports;

- impact of imports on certain economic indicators
{produtts, eaployment, market share, profits, etc.).

In order to determine whether a threat of serious injury
exists, the Commission must take iato account factors such as:

- the rate of increase in exports to the Communitys
- actual t'and potential export capacity of exporting
countries,
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The procedure must take place within a specific time
schedule. If substantial injury is found the Coamission a@ay
propose restrictive measures ta the Council which may adapt the
proposal, In cases where delay in the adoption of restrictive
measures wWould regult in injury difficult ta remedy in the
future, the Commission may take these aeasures itcelf.

Although the imposition of quotas normally takes place at
the Comaunity level, member states are allowed to impose natibnral
quantitative restrictions as an interim measure. This peans that
member e«tates have the right, even far products in otherwise
liberalized EC trade, to restrict imparts of a product far 1 1/2
months, and in some cases even for more than 3 I/4 months.

Since the Community has no administrative apparatus of its
awn, Community quotas are divided into national shares to be
administered by the member states. A ‘"guota adaministration
conmittee” is made up of representatives of the member states and
chaired by a Commission representative,.

The impesition of quotas muct be nondiscriminatory and the
traditional pattern of imperts aust be preserved. However, the
European Coamunity shows a strong preference for selective
safequards. To avaid the applicatian of GATY ruies to these
measures {such as the right to retaliatian), many parties to GATT
have resorted to Orderly MHarketing Arrangements (QMAs) and
Voluntary Export Restraints (VERs!.

An  important characteristic is the sensitivity of these
procedures to influence from pressure groups. Especially in
comparison  With unfair trade regulatians, it is clear that the
rules for VERs and {MAs are much more general and adhoc. There is
often great political pressure to impose import restrictions,
which aliow a certain degree of leeway to diverge from existing
rules and regulatiaons.

Quantitative import restrictions are normally established
at the Community level, although some individual member quotas
erist {mainly as teftovers from the early days of the Camnon
Markety e.g., Italy's quota restrictions an car iaports +from
Japan), The existing quotas mainly affect developing country
experts of some agricultural products, textiles and tlothiag and
footuear.

The number af article XIY actions taken by the Eurapean
Community {or 1its member states) has been small (Tabie IV.3).
Only #five out of nine actions currently remain in {force, In
particular, the three sateguard actions connected with mushrooms
have been effective in controlling imports from South Kerea &nd
Taiwan into the EC.

GATT thas published sixtesn Voluntary Export Restraints and
Orderly Marketing Arrangements (see Table IV.4) of which seven
remain in force. The amount of trade inveived is guite
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substantial. The cauntry most severely hit by VERs and OMAs is
South Kerea {six cases representing 273 million ECU in exports in
1982). Restrictians on mutton and goat meat exports from
fArgentina and Uruguay affect some 300 million ECU in trade.
Argentina is also restrained in apples, with exparts approaching
100 aillion E£CU. The largest single case, however, concerns
Thailand's maniac and tapioca exports of some 600 million ECU,
60% of which are shipped ta the Netherlands ia direct cowmpetition
with European feedgrain producers. A5 a result, Dutch imports of
theze praoducts dfram Thailand draopped by 30% between 1982 and
1983. The remaining cases, jute oproducts from India and
Bangladesh, involve much smaller amaunts of trade, Close to 1,5
billion ECU of yearly EC imports has been subject toa VERs and
0OMAs in the last five years.

The Multi-Fibre Arrangement is a kind of legalized
deviation from BATT rules. Scse $10 billion of clothing and
textile exparts from Third World countries, representing close to
40% of their industrial exports, iz affected by this
protectionist arrangement, Mot all textile and clothing products
are subject to quotas, and not every country is as severely hit
as are the major exporters, but instead of the stability in
international trade flows proclaimed as ane aof its original aims,
a feeling of uncertainty reigns in internatianal trade circles.
Negaotiations an the renewal of MFA {(or rather the Protocaol teo
extend its expiration date) set the stage for heavy debates among
interested parties on the principles and practicalities af
interpational trade relations. However, even more important to
the practicalities are the bilateral negotiations which will
folliow the renewal af HFA.

At present, the Cammunity has concluded agreements with
Bangladesh, Brazil, Bulgaria, China, Colombia, Lzechoslovakta,
Egypt, Guatemala, Haiti, Hong Kaong, Hungary, India, Indonesia,
Macao, Malaysia, Mexica, Pakistan, Peru, the Philippines, Poland,
Romania, Singapore, Sauth Korea, Sri Lanka, Thailand, Uruguay and
Yugoslavia. Negotiations with Argentina were unsuccesful.

A different set of negotiations was tarried out with the
Community’'s preferential suppliers, resulting in a =ceries of
arrangements of varying duratian. Malta and Spain have
arrangemants for two years, Morocco and Tunisia far three years.
The arragngement with Portugal includes the post-accession periad
and Cyprus has a one year agreement with the possibility of
renewal. Agreements with respect to cotten yarn were concluded
with both TJurkey and Egypt, in addition to the hilateral MFA
agreement.

All MFR agreements contain clauses provided far by the
Protocel (and demanded by the European Council’s negotiating
directives) +to deal with "import surges" within quotas, fraud,
administrative procedures and the impositicn of new quotas (the
"basket extractor mechanism®). Horeover, the Community has
maintained the right to unilateral action if an agreed upon
solution cannot be reached on the basis of consultation.
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The Lommunity introduced a new element in its negotiating
procedures by making GSP treatment for textiles and clothing
dependent on the caonclusion of bilateral agreeaents; thereby
vividly demonstrating the limitations of unilateral, nanbiading,
tartff preferences. Moreover, the Community has pravided a
breathing space 4Jor itself by concluding bilateral agreements
with durations which extend beyond the time span of WMFA and
Protocol. This way the Community has both the instruments and the
time available to continue with protectionist measures in this
very sensitive field.

A majar instrument for the Community in dealing with
allegedly unfaie fareign competition is provided by the
anti-dumping and countervailing duty procedures.

Any natural or legal person acting on behaif of a Comaunity
industry can file a complaint with pither the Commission ar a
meaber state which shall forward it to the Commissian. The
Cammission hag the legal right to act upon its own initiative,
but thus far this has never happened. The Commission consults an
advisory committee {consisting of representatives of member
states) in deciding whether it is Jjustified to initiate a
praceeding or not., As the EG is a signatory of the GATT cade on
subsidies and countervailing mesasures, the main elements of this
consultation are:

- the existence of dumping or subsidizatiang

- the extent of injury;

- the casual 1link between dumping <f{or subsidizatian
ang injury;

It may take the Commission several months to decide whether
a conmplaiat 1is admiszable. The initiation of a proceeding is
announced in the OGfficial Journal of the Eurcpean Communities.
Normally, interested parties are given thirty days to indicate
their wish to provide infarmation regarding the complaint. An
investigation can easily take from six months to a year.

A product is considered ta have been dumped when it is sald
below its normal value. In estzblishing this normal value several
indexes &re used, e.4., prices an exparts to third countries, and
a constructed ar adjusted value which takes into account sales at
a lgss in the home market (a reasonable gprofit is then
calcuiatedl. This last calculation involves an extensien to the
definitien of dupping used in the GATT anti-dumping code. This
extended definition has been used in about onethird of the
Coamunity’'s decisicns regarding dumping.

The Community usas the normal criteria for its
determination of whether injury exists or not: volume, price
level and growth rate of imports, indicators of the status of the
Comnmunity industry. in guestian {autput, employment,
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profitability), and so forth. In its determipation of wether or
not a causuyal link exists between low priced imports and injury
to the domestic industry aof the same product, the Commission must
investigate if EC industry has lost sales to allegedly unfair
priced imports and if the dfactor price has been a nmajor
ransideration for wusers to buy imported articles instead of EC
production.

The investigations hy the Commission may take place not
only within the Community itself but also in nonmeaber
tountries, including the exporting country and other coamparable
counkries., The Commission’'s powers for obtaining information are
much 1less than for erxaample in antitrust cases: the Commission
has no power to force producers, importers aor exporters to
disclose information. To abtain the necessary information, oral
hearings and also so-called "canfrontation meetings® are held. In
these meetings, opposing parties may present their views and
discuss their ppinions.

0ften the proceedings are terminated with undertakings,
which can take two forms:

- elimination or limitation of the subsidy;
~ an increase in export price or a reduction in volume
af exports,

If an wundertaking is accepted by the Comnission, the
investigation will be terminated. The unfinished proceeding thus
creates an uncertainty, particulariy since an investigatiaon can
be reopened if the undertaking is violated,

I+ no wundertaking is agreed upon amd injury caused by
dumping or subsidization is established, anti-dumping ar
courtervailing deuties will be levied. The amount of these dutises
is normally either the dumping or subsidy ratae, calculated by the
Commissioan. Im the case of dumping the amount of this duty
depends gn the dumping margin, the difference between actual and
normal export prices. The duty can be lower than the subsidy ar
dumping margin if a lower duty were sufficient ta eliminate the
injuriocus effects of unfair priced impaorts.

In the second semester of 1984 the European Communitises
adopted new rules governing pratective measures against unfair
trade practices. EEC Regulation 2176 and ECSC Regulatian 2177
incressed the powers of the Commission in this field. Accarding
to these regulations the Commission can, for instance, initiate
anti-subsidy investigations against third countries even if the
alieged subsidies are no longer granted. If injury is found,
couatervaling duties can be issued, but will be suspended
immediately, a practice which increases uncertainty, [n the case
ot an anti-subsidy proceeding against soya bean oil cakes
originating in Brazil, initiated in March, 1984, the alleged
subsidy --preferential financing of working capital for export
productian-- had already been eliminated. This case led to
vehement protests by the Brazilian authorjties, who claimed that
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this practice of the Commission is in clear violatien of its
obligations wunder GATY rules. #Another new regulation (2441},
known as the "new instrument af commercial policy* empowers the
Comamissiaon to take measures against unfair trade practices hy
third countries in third markets.

In the period 1980-1982 no less than 131 anti-dumping and
anti-subdsidy procedures Were initiated ({Table v.5} 9/
Considering that 71 procedures remained from previous years and
that 33 cases were not completed hefare the end of 1982, a total
of 149 procedures were conpleted in this periad, 1In 35 cases nao
protective acticn was takten. 1In 18 cases na dumping or subsidy
was found. Most other cases were terminated because no damage as
a resuit of dumping or subsidization could be established,

When subsidization or duasping is found, procedures are,
nevertheless, frequently terminated with the acceptance by the
Eurogean Commission af undertakings offered by exporters in which
they promise +to eliminate the allegedly injurious effects of
exparts either by reducing the export volume ar by raising their
prices to levels acceptable ta the Conmmission. In 1%B2, 35
procedures were ended this way versus only 7 in 1981 and 46 in
1980. The high figure 4#or 1980 can be explained by +the large
nunber af complicated preocedures inmitiated, but not resolved, in
1978 and 197% as a precautionary measure under the ELSC steel
policy,

To prevent further injury during a procedure, it has hecaome
standard practice to levy provisional anti-dumping duties once
injury is found. Within two months (with a possible prolongatian
of ancother two months) the provisional duty must be made
definitive {(or an understanding must be agreed upon if the +{inal
injury determination is affirmative), In a total of 3% cases,
provisional duties had been levied, indicating that in about half
af these cases na definitive duties were levied.

The necessity of levying provisiopal duties is closely
related to the time required to complete a procedure. The average
daration for 1990 was 9.6 months, versus 8.7 manths in the second
half of 1982 10/. The Community claiams that this periasd is in
line with its major trading partners. Provisional duties are, on
an average, levied {for those procedures initiated in 19B2) 4.3
monthg after the start of the procedure, a considerable reduction
compared ta the 7.5 months for those procedures begun in 1980 11/
Only 7 aof the precedures started in 1782 were not ended within
one year, compared ta 32 of the I980 cases (2/.

In 25 cases definite duties were established.

In each year of the period 1980-82, over 40% of the new
procedyres involved chemical products. Engineering praducts were
second in importance in 1980 and 1981, but in 1982 the number of
procedures in this sector was almost -negligible. In  turn,
procedures against ireon ane steel products increased to 15 in
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£9B8Z (5 cases invelving EBrazil, see also Table IV.&),

The large number aof cases(?) initiated against PBrazil in
the period 1980-1%982 put this country in fourth place aftter
the United States (2(), £Lhecheslovakia (12) and the German
Democratic Repablie (9} (Table IV.&) {3/. A& total of 32 countries
were involved in unfair trade proceedings, but 15 were invalved
in aonly ane procedure each.

In addition to the 131 procedures which bhegan in the perios
1980-1982, the Comamission reviewed 465 procedures concerning cases
which bhad been terminated with either provizional or definitive
duties or price undertakirgs. The Commission has the shligatian,
in accordance with GATY codes, to imitiate new investigations if
these are justified because af changing circunstances. In the
period 1980-82, 24 new investigations were terminated. [In 13
cases the oprice undertalings were modified. The other cases
terminated in the impasition of a defipitive duty (1),
modification of definitive duties £2), cancelatiaon of national
anti-dumping duties (3) or maintenance of the measures 1ip force
t3) 14¢
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Table 1V.I

EUROPEAN COMKUKITY: HIERARCHY OF EXTERNAL TRRDE RELATIORS (1980)

Ceuntries

Aoreeaent

Trade orovisions

(1} EEC {Belgiua, Oemmark. France,
germany, [reland, [talv, Luxeabourg,
the Netherlands, United Xinodoa)

{2} EFTA lhustria. Finland, Ireiand.
Norwzy, Portugal, Sweden, Switzerlapd)

(3} 99 Aérican, Caribbean and Parific
countries (ACP}

4} Appiicants to the EEC
Breece

Spain

Portuqal

{59 Maghreb countries ihjperia, Morocco.
Tunigial

o) WKashreq countries {Egvpt, Jfordan.
Lebanon, Syria}

Treaty of Roes {1957)
Treatv of Accession {19731,

Free Trade horeesents {1973
for an unlivited periodl.

Lowe Convention {1975 for 5
vears). Second EEC-ACP con-
vention 11980 for five vears,
not vet ratified).

Associetion Aorecapnt (i9462)
providimg for full custees
union by 1984,

Prederencial Trade Agreemsnt
11970) werking towards custops
unien. Areession on 1 Jan. 1985

Free Trade fgreesent (1972)

Preferential Trade and Co-
operatipn foressents (£974)

Preferencial Trage and Co-
operation Aoreesents (1977)
for an unlisited period. af

Free trade in all goods
Copson external tariff on isports fron third countries

Free trade in all sanufactures except paper and metals

Butv-free zrcess io the EEC for all industrial and manv
agricultural goods, though ane or two products subject
tn safeguard clauses. Some concessions fer leviable agri-
cubtural products. Quantitative resirictions on Gananas,
beef. sugar and run. Seneral safeovard clause.

Buty-free access for all industrial goods, except steel
and coal, ard 2 range of aprirultural ooods. Voluse of
totton products not restricted under WFA but lipited by
VER,

401 dutv reductions on pest industrial qoodsi some
contessions an agricultural products, Coiton profucts
ligited by VER,

Buty-free access for all industrial guods {under EFTAJ:
soae concessions on agricubtoral predects. Cotton prod.
covered by VER.

Duty-tree access to the EEC for most industrial goods.
Tariff contessipes on some agricuitural goods,

Guty-free access to the EEC for sost industrial qoods.
taritf concessions on some agricultural goods. Envpt’s
exgorts of catton are restricted under MF4.
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Table Y. 1 continued

Lountries

fAgreenant

Trade provisinas

(1]

()]

k4]

Qther Mediterranvan couniries

Furkey

Nalta

Cvarus

Israel

Yugosiavia

Dther L0Cs lexcept Yaiwant

People’s Republic of Chipa

(10) Developed countries which are

FATT signatories, plus Taiwan

(1) COMEEON (ewcl. Rowania and Lubal

Association Aprecaents
providing for fuil zustoss
union with EEC

{3984 for unlisited perind)

{1971 for 5 vears) b/

11973 for 4 vears) b/

Frefarantizl Jrade ard Lo~

operetion Agreesents,

{1975 far uniisited period)

11930 for 5 years}

$eneralized Svstes of
Preterences.

Beneralised Svstes of
Preferences.

BATE, ¢f

Duty-free access for industrial coods, wxcept scoe Rextiles,
zozl, steel and petraleus products: some comcession o agri-
wiltural products. Cotten products subject to VER.

Fres 1978 duty-free access for industrial goods, some ton-
cessions on agricultural gpods, fottor products subject to VER.

T0-1002 duty reductions on sost industriat poodsi sose con-
cessions on agricultura) goods. Cotton products subject to VER.

Buty-free acres for spst indfustrial poods! substantial
concessions o 831 of agricultural goods.

Duty-free xccess tor sost industrial goods exceat textites zad
nonferraus metils, Seae concessions oh agricultural goods,
antably wire, tobacco, beef,

futy-free access for industrial goeds - for somr 130 prod. duty-
free treataent is sebject to quotas or ceilings, Duty reductions
or 300 agricultural goods, of whick 5 are subject to gquotas.

Duty-free access as abmve bub excluding certain agriculturad and
wanufactured preducts,

KN treateent.

Least Favoured Hatioa treatment

Source: Amn Weston. the EEC’s Generalised Svstes of Preferencies, 001, 19B0. p.17. {updated:.
2/ Subjert ta periodic review.

b/ Can be extended autoeatically.
t/ Dindiag subjert ta safepuards,



EE{9) IMPORTS ACCORDING TO TARIFF TREATMENT IN {9d0

TRBLE iv.2

Total iagorts excluded getroleve
KFH Q) baund
MFH dutiable or 0% unbound
Covered by free trade agreesents
Covered bv soecial nreferences
Covered by 657
Covered by LI treatment
Other iNFW tregtment}

CCEN Chanters 1-24

WFK 0% bognd

HFN detiabie azd 81 wnhound
Covered bv free-trage arranasssnts
Cavered bv snecial preferencos
foversd v 65
Coveree v ED0 treatezent
Diher [NFK treateent)

CECH Chaprers 25-99

exciuting petroleee

HFN 0% bourd

HFN dutiable ang 9% urhound
Covered by frie-trade sqreesents
Covered bv soeciel oreferences
Covered bw 65P

Covered by LELC tresteent
Bther {HFN treatzent)

Ieports (4 qilliens}

percentane breckdown

Teri¢t preierences

Tariff preferehtes

Total  NFN Totel PR ==mmmnm——
sQurces Total G5P BSP and Tatal §5F  BSP and

pref. olher pref.  other

anly oref. anly oref,

268 223 107 A8F &0 99 if 444 19 325 11.0 1980 .9 1989 wWo.o
88 031 39§93 20566 13 e)9 & B87 32.8 36.5 357 330 .3
180 192 &9 430 80 43 27 745 12 a38 67.2 $31.3 46.3 67.% .7
40 082 . - - - w9 - - - -
25 4N - 7 0td - 7 0la 9.5 - k.3 - 5.7
% 08% - H0y 20 0 - 7.5 - 12.9 .4 -
15 - ik 7% - 1 - 0.5 0.7 -

83 the &9 &% 9 560 3 &t 1139 e £3.5 140 1.9 5.4
46 151 15 857 TH 3 3435 793 9.0 188 1900 100.0 100.0
10 804 6 233 4190 3 854 04 A5 e 19.4 2.0 g9
FERECO I I 7 A P T | 9 94 13 785 50.1 0.4 Te 9.9
82 - - - - 1.9 - - - -

18 513 - 7 8l - 7 b 3.8 - 32.8 - 4.4
5014 - 401 L] - 8.2 - 151 30.} -
105 - 105 195 - 0.2 - 2.1 0.8 -

17 18 4 3%2 3979 5 7z 7 L8] &0, 1 8.0 4.9 7
ior2 Hoe A5 Za0ly 11 8e 1000 1000 100D 100G 100.0
22T 33768 e 3l L0 L9 4 18l 4.5 N8 4.3 3e.4 n3
145 B85 60 Z98 235220 17 84 3405 45.5 L1 Y 58.7 83,4 547
31 e - - - - i7.5 - - . -
it 964 - 4 483 - & 463 5.7 - - - 3.7
15 %95 - 15§ 15995 - T.i - 1.4 Shl -
17 - §10 T - - - 2.4 [N -

65 398 &b 298 259 L 8% §72 .1 4,01 &5 5.4 8.4

Sourcel 1980 Tariff Studv fijes

af latluding iapirts of al] itess subipct to issort levies.
9/ lnctuding iogorts eligible éor BSF ar LOL treatment but accerded u.i.6. 4reateent bocausq of quota and ceiling

linitations and the nanutilization of GSP or LOC preferences.
¢/ Intluding isterts of dutv-free itess unbound or current dutv-free iteps bound at positive rates (ceiding binding)
d/ ALP countries, aloeria, Cuprus. Eovpl, Jordan. Lebanon, Horprco. Svria, Tunisia anp ¥veoslavia.
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EURCPEAN COMMUNITY: SAFEGUARD MEASURES BY THE EEC LNDER ARTICLE YIX.

fable EV.3

BATT

Produzt

Heasure

Buration

Reference

t. Hard coal and hard coal
pregucts

2. Raw silk

3. Preserved cuitivated
aushroams {GECH 20.420)

4. Yarn of synthetic fibres
CECN ea. Si.01M)

S, Cultivatsd mushrooms in
brine (CCCH 97.03E}

4. Preserved cultivated
eushrones {(CCCN 20.02)

¥. Dried arapes

8. Tableware and other
articles of a kind
coancnly used for
domestic or toilet
ourposes, nt storeware

4. Certain quartz watches

repeal of neneral
lizensing findividual
licensirg introduced)
iFegeral Republic of
Bereanv onlv}

Intreassed tariéé
{tari¢f ouatal
ilialv onlv}

Suspersion ot import
Jitences

Buantitative restriction
{lnited Kingdom onlv)

laport licences
(guantitative restriction)

Taport litences
feahargo)

Coapensatarv charge
Sigbal guota

ttinited Xinodoo
amd france)

Blobal guota
{France}

Septesber 1208 - now

Mav 1949 - now
thction terninated on
silk waste in Aupust
19465}

Mav 1978 - May 1980
Februsry 1980 -

Becenber 1980

forii 1980 - now

Kav 1980 - December 1980

Getober 1982 - now

Janzary 1983 -
Raril 1983

fpril 1988 -
Decenter 1986

L7855, L/930

L/3231 + Add.}

LI4ETE, Li4994
Lr5I0S

L/A742 4 Add. -4
L4994 < Add. |

LA4334 + Bdd.t

L/5399 + Add.1-19

L3847 ¢ Rdd.§

L5045

Source: BATI. Conmittee on Trade and Developaent, Part IV Consultations: Backoround inforwation EEC. Mete

bv the Secretariat. Seneva, 1984, Table 14, {CON.TDSH/402),
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Table ¥.3

EC: IMPORT DUTY RATES FOR SELECTED AGRICLLTURAL PRODUCTS APPLICABLE T BRAZIL AND TO COUNTRIES WITH PREFERENTIAL ABREEMENTS

1984 duties 1980 ipports ($ niliione)
Prinzipal suppliers
Brazi} Preferential coentriss with with greferential

------------ aoreenents  Brazil oreferential sgreesents

tvpe b if agreesents
08.02.22  Sweet aranges HFN 4.0 4.8 11,5 al.9 Hornceo. Evprus, israel, Spain
0%.4§.11  Unroasted coffee KFN 5.0 free q10.7 1880.5 [vory Coast. Cameromn, Kenya. laire
99.04.41  Pepper g 2.9 free 10.0 3.2 Nadanascar
15.07.70  Fixed vegetable ails &3P 7.0 free ar.2 27,1 Senegal. Nigeria, Sudan, Papusz N.Guinea
15.92.33  Prep.of bavine meat GSP 1.4 éree B4.9 11.5 Botswanz
17.93.00  Holasses NN n.a n.a. 84.9 55.8 Hauritivs, Kenva, Ivory Coast, Fiii
18,03.00  [Cocos paste BSF 1.0 free 14,6 33.3 Ivary Loast, Cameroon, Ghana, Wigeris
18.04.00  facea butter 5P 4.4 tree 9.6 216.B Ghana, Nigeria. Ivory Loast, Spain
20.97.61  Other fruit/veq. juices &5P .0 free 10.3 2.3 Kenva
24.02.19  Extracts of coffee B5P 9.0 free 1366 12.3 Spain
21,07.21  food preparations 85p 9.9 free 5.5 3.3 breece
24.0t.10  Tobacco, Virgimia tvee BSF  n.a. free 114.3 169.1 falami, lisbabwe, laobia, Greece
74.01.70  Other unmanuf, tobarco 65  n.a. free 41.0 140.3 Greece, Turkey, Walawi, Cameroon

Source: BATT Tariéf Assesseent.

§f Duty rate applicable under preferential agreesents to countries other than signatories of free-trade ares aureements.



Tabie iV, 5

ES: ARTI-BUNFING AND AHTI-SLBRIBY INVESTIGATIONG

anainst imports
tros all sources adaingt toparts originatisc tp brasii af
il Jan.1380 - 31 Der.1982; 11 Jan. {960 - 31 Dec.i9dd)

1980 1985 (982 total 19B0 (991 19B2 {983 1984 total

Frocederes under treatsent

4t the start »¢ the oeriod B 2% 16 n/a 1 2 - 1 t nfa
few procedures started 23 48 |13 1 H ] 1 2 1z
Frocedures trested 96 17 144 nfa 3 3 [] 3 3 nfa

Procedures ended by:

- levving of definite duty 8 10 7 25 - - ler 20/ = 3
- sceeptance of undertaking ib 7 35 Ba - 2ef -~ FL T H
- change in market situation ) - - L) - - - - - -
- no dusping established 7 7 3 17 - - - - - -
- no subsidy established 1 - - 1 1b - - - - H
~ ab injury pstabiished i 4 & 13 - ydi - - - i
- other reasons - 1 - - - - T Ll - 2
Nusher ot procedures terainatet a7 U 51 4y H 3 2 i - 10
Protedures in treataeat

at the end of the pericd 19 L1} 3 nha 2 - L 1 3 ifnfa
frovisional duties levied 1 10 18 25 - - - - 1k 1

Soaurre: "First Anoual Repart of the Commission of the Eurocpezn Communities on the Cossunity’s Anti-dueping
and Anti-subsidy Activities". COM{B3) 519, Sept. 12, E983 and Table V.7 of the present report.

af See alse Table V.7.

b/ Stainiess steel bars.

c/ Tubes and pives of aalieable cast iron,
Women’s Yeather chees,

df Hermetic compressors tor refriqerating equipsent,

e/ Cold reiled iren and stee] platess definite anti-dueping duty.

¢/ Cold rolled iren and steel piatesi anti-subsidv case suspended tecause definite anti-dueping duties
WEre impbsed.

g/ Hot rolled iron and steel platest dedinite anti-dusping cutv,

hi Hardboard.

i/ Hol rolled iron and steel platess countervailing dutv suspended berause definmite anti-gusping cuties
hed been inposed.

i/ Shovels,
Oralir acid,
Bil cakes of saya beans.

b/ Gralic acid,
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Table I¥.5

EC: ANTI-DUNPING AND ANTI-SUBSIDY INVESTIGATIUNS. PROCEDURES STARTED IN 1980-19a2

1980 1981 1982 Total

il By product

Tatal ¥ 48 &1:] 138
Cheaicals i2 23 23 &l
Textiles 2 I} - 3
Wood and paper 3 3 t 8
Engineering & 1§ bl 26
Iron and steel ¢EC and ECSC} H t i7 17
Other metal products - - b 5
ither products i H g i
ii) By tountry

United States 8 [ 7 23
Chechostavakia - g 3 13
German Demorratic Resublic - b & i2
Brazil b | ] 9
China | z 3 7
Hungary 1 3 1 7
Poland - b i 7
fipeani a - § 3 7
Soviet Union ¥ 3 3 7
Spain 2 i 3 &
Japan 1 1 3 3
Yueoslavia - 2 2 4
Canada } 1 i 3
Venezvels - - 2 2
Singaoore 2 - - 2
Puerto Rico 2 - - 2
Sweden i - 1 2
Other countries a/ 3 2 19 i3

Source: °Firsi fAnnual Renort of the Comaission of the Eprozean Comaunities on the
Comsunitv's Anti-dusping and Anti-subsidy Activities”, COM(BIISIS,
Sept. 12, 983,

af Argentina, Australia, Bulgaria, Jominican Aepublic. iceland. lerael. South Korea.
Korth Korea, Virgin Islands, Malavsia. Norwav, Austria, Turkev. lisbabwe and
South Africa. Earh of these countries was subject to a sinole procedure.
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1/ See also }. Verloren: No trade less aid: new view on its
relations with ACP countries; Lome Briefing, No. 13, 1%83.

2/ Protectionism and structural adjustment in the world economy.
Report by the UNCTAD Secretariat. Geneva, 1980 (TD/B/S8S8} p.9-10,

3/ GATT. Cammittee oan Trade and Development. Part iv
Consultations: Background Information. CEE. Note by the
Secretariat, feneva, 19B84. (COM.TD/W/402).

4/ UNCTAD, p.7.

3/ See also: A. Pitrone: The EEL G5P Scheme in the HOs; European
News Agenty. Bruxelles, 1981. p.128-150.

6/ See also: GATT. Part IV Consultations (Sectiaen III:GB5P),
7/ BATT. lkid, Tahle 7.

8/ &. de Groot, Nieuw protectionisme in Nederland. Maandschrift
Economie. 1982/4. p.173.

9/ Coamission of the European Communities. First Annual Report of
the Eurcpean Communities on the Community’s Antidumping and
fintisubsidy fctivities. COM(B3! 519 def./2 {(Annexr K}.

10/ First Annual Report. Point II.

11/ First Amnual Report. Tabhle 12.

12/ First Anpual Report. Point 3.

13/ First Aonual Repoert. Annex L.

14/ First Annual Report. Table 2.
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V - TRADE COVERABE OF EC ISPORT RESTRICTIONS FACING BRAZIL

4]  Areas of trade fenflict

The priciple areas cf trade conflict between Brazil and the
EC concern the EL's preferential trade agreements with a seories
af third countries, the Commen Agricultural Policy, the
orghibition of importe into the Community of sheep and pig meat
originating is Brazil (for sanitory reascns!, unfair trade
proceedings, the ECSC policy concerning importe of iron and steel
into the Community and the Multi-Fibre Arrangement. In this
sectian these areas of contlict are commented an briefly. Section
bi provides informatiaon on EC tariff protection affecting Brazil.
Is  section «¢) an attempt is made to guantify the wvalue aof EC
importe originating in Brazil, which were affected by EC trade
restrictions in 1984.

i} £C preferential trade agreements

The EC wmaintains fres Trade Agreements and Preferential
Trade and Cooperation Agreements with EFTA countries, &pain and
Fortugal, The Maghreb, Mashreq and other Mediferrenean countries
and #CP countries. Hrazil receives prefereatial treatment under
B5F, fut with respect to agricultural products the GSF program of
the EC excludes many articles, while pasitive rates are applied
to most BSP articles. In practice this means that Brazil is in a
fisadvantageaus pasition in relation to ALF countries in
agriciltural gpraducts, the amost important competitors being a
series of West African countries. Tabie V.3 gives an indication
of this for selected articles. It is difficult to quantify the
impact of different tariff treatments on Brazil's expoert
pnesibilties to the EE. As mentioned before (Chapter [I, section
ci, the reduction of Arazil's share in EC inmports of cocoa since
1975 might be attributed to the more favourable treatment
received by ALP countries.

1i)  The Commen Ageicultural Policy

Products covered bv CAF secount for onriy & small part of
Brazil's exports of agriceltural products to the EC. Far this
reason the trade coverage of variable levies and components is
low. The overall impact of CAP on Brazil's exports is difficult
to guantify. As mentioned in Chapter I[I, CAP has an impartant
impact on the volume and price stability of worild trade in
agricultural groducts. The most conflictive element of CAP  has
been the export restitutions on sugar, which provoked a aopen
Brazil-EC conmflict in GATYT in 1978.

iti} Unfair trade proceedings

In the period 1980-1984 EC producers initiated 12 amti-
dumping end anti-subsidy proceedings against Brazil, involving EC
iaports from Brazil to an amount of 1.2 billion ECU (1982 trade,
see Table ¥.6). This figure is heavily influenced by cne, still
unresolved at the end of 1984, anti-subsidy proceeding concerning
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oil cakes-of saya beans. This investigatian was carried out in
spite of the fact that Brazii had already suspended the alleged
subsidies at the time that the procedure was initiated. 1t was
terminated in April, 19835 withaut the imposition of
countervailing duties. Of the remaining cases, two groups of iron
and stegl articles were subject to both anti-dumpiag aad
anti-subsidy proceedings. Ir both cases subsidies were found, but
countervailing dutiss were suspended because anti-dumping duties
had already been impesed. In March, 785 the EC and Brazil agreed
to a "valuntary" export restraint agreement on iron and steel
products which covers 1985 exports. In return the EC will sespend
anti-dumping duties an coils, plates and sheets. As a result nane
of the definite anti-dumping or countervailing duties impased an
EC imports in 1984 will remain in force in 1983. However, price
undertakings remain in force with respect to ladies leather
footwear, tubes and pipes of malleable cast iron hardboard, and
oxalic acid <(by the principal Brasilian exporter of this
product).

iv}) lron and steel products.

The Eurcpean Commigssion has established wminiaum internal
prices that fommunity producers are required to charge far iron
and steel productc covered by the ECSC policy., Tao prevest that
foreign suppliers from capturing a large share of the Coomunity
market through lawer prices, the vaolume and prices of imported
steel articlies are contrelled by “voluntary" expart restraint
agreements negotiated with the main suppliers and basic prices
imposed on other countries.

inder restrictive ECSC agreements, supplier countries are
subject to ceilings. Within these ceilings they are permitted to
gall carbon steel products at prices that are 4% below delivery
prices for EC producers and ta selil specialty steel product at
prices that are 4% below delivery prices. Under these agreements
the EC also suspends anti-dumping procedures.

On t April, 19B5 Brazil agreed to a restrictive export
arrangement covering 1985. In return the EC will suspend definite
antidumping duties on coiis, plates and sheets.

v) The Multi-Fibre Arrangement

Textiles are one of the principle commodity groups af
Erazil’'s exports to the EC and at the same time a major target of
the Community’'s protectionist policy. One might thus expect
testiles to constitute a major area of confiict in Brazil-EC
trade relations. In the bilateral agreements negotiated with
Brazil within the #ramework of MFA, the EL thas restricted
flexibility provisimns to a larger extent than ariginally
fareseen (n MHFA, principaily through the introduction of the
surge mechanism and the elimipation of “carry-forward” and
"carry-pver" facilities in the case of articles classified under
group I. This group represented more than 80%Z of the value of EC
imports of MFA articles originating in Brazil in 19B2{Table v.9!,
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This section presents data and batkground informatian on EC
tariff protection affecting Brazil. The data hase is a GATT study
on "ad valarem" equivalents of EL tariffs in 1980, obtained for
each tariff line by dividing tariff revenues by the correspanding
impart value. The BATT study also provides pre --and post-- NTN
rates, as well as GSP rates. Average duties for tariff rategeories
are estimated an the bhasis af EC imports from Brazil in 19890.

GATT study provides informatian on 610 tariff lines,
representing #3.7 billion of EL imports prigimating in Brazil in
1980. The following tariff information is further analysed in
this sectian:

MIN-B hase rate before the Tokyo Reund
MPN-F  final rate {post Yokyo Round!
MFN-80 MFN rate applicabie in 1980
GSF-B G5F rate in 19BO

It has not alvays been possibie toc assess ad valorem duties
on imports subject to variabie levies. For this reason Table V.1
iz hased on 374 tariff lines (excluding those without information
on MFN-BG rates) and Table V.2 on 586 tariff items (excluding
those without informatiaon on HTN-B or MTN-F rates!

A serious shartcaming of these figures is that GSP trade
includes imports eligible For GSP treatment but accarded WFN
treatment because of quota and ceiling limitatiaons and non-
utilization of the G5F preferences. This means that there exists
an underestimation of average import duties and an overestigation
of tariff preferences under GS5P.

As mentioned in Chapter III, Brazil has been affected by
tariff guotas on cocoa butter, soluble coffee and raw tobacco
{Table VY.&) and a number nf industrial products.

flmast a quarter of Brazil’'s exports of industrial products
other than tewtiles fall intc categories for which tariffs were
reintroduced in the period (980-1983. The aost affected
categories are iron and steel, chemicals, leather and 1leather
graducts. GSP exclusions add te uncertainty in the international
trading system and reduces its transparency; it also affects
axport planning in developing countries.

Tabkie ¥.1 provides information on the campeositian of
imports by tariff categories and trade weighted average import
duties in [98B0 broken down by commodity classes. The average duty
lavied an EC imports from Brazil was Z.6¥%. In practice this rate
was higher as a series of articles eligible for BSP received MFN
treatment.

Tariffs on EC imports of agriculural graducts from Brazil
are significant, the trade weighted average rate being 4.7%. The
trade weighted average af GSP rates is 10% which is higher than
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the average MFN-BO rate on non-GSP articles. The average GSP rate
is almost 7 percentage points lower than the HMFN-B0 rates for the
same products, but in most cases significantly higher than ather

preferential rates (see Tatle V.3).

The average 1980 duties an EC imports of industrial
products from Brazil is very low {¢.3%). In 1980, B93% of the
value of industrial impaorts fronm Brazil entered duty-free inteo
the EC market, either on the basis of zero MFN rates {(4%9%) or as
GSF articles {44%;. The average rate for dutiable MFN articles
was #4.6%. Dutiable articies account for 10% of ail industrial
products (excluding mineral producte) and are priacipally iron
and steel products, textiles and hides, skins and lieatnher
products.

Even considering the restrictions mentioned above, these
data seem to indicate that the GGF programme of the EC is
relevant for Brazil. Industrial products receiving duty-free GGP
treatment accounted for &8¥ of the value aof imports of {ndustrial
products f{excluding mineral products) from Brazil in 198G, or 76&¥%
when articles with zero MFN-82 rates are excluded. 90Oa &5P
articles, fgrazil gnjoyed a trade weighted average tariff
prefarence of 9.7% in comparison with countries vreceiving MFN
treatnent.

Table ¥.2 presents additional informatien, principally on
pre- and post-MTN rates, permitting an evaluation of the [ikelvy
gffects af MTW on EL import duties facing Brazil. EC tariff
concessians  in MTM will veduce the simple arithmetic average MFN
rate lievied an imports from Brazil from 7.5% to 7.4%, and the
trade weighted average rate from 5.2%1 ta 4.3%. For GSP artigles
the reductions are from 10.3% to 7.3% {simple aritmethic average)
and from 12.0% to 10.2% {trade weighted averagel. Thesa
reductions imply an ercsion of tariff prefereaces that Brazil
genjoys as a GSP country. 1Tt is expected, haowever, that the
benetits that Brazil accrues from MIN tariff reductions outweigh
the disadvantage of the erosion of preferences an GSP articles.

& series of BSP articles received HWFN treatment because of
gquota and ceiling limitations., In 1984 these limitations affected
EC imports from Braril to an amount of zome 300 million ECU,
principally leather footwezr, bavipe leather, wood products and
irer and steel coils, plates and sheets (Table V¥.5).

This section provides estimates of the trade caverage of
the main open EC import restrictions against Brazilian products,
applied at the Cammunity level 1in 184, The follaowing
restrictions are considered:

1) variable levies on imports of agricultural gproducts in
the framework of CAP;

unfair trade f{anti-subsidy and anti-dumping) proceedings;
restrictions under the Cesaunity policy regarding stegl
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{ECEL productsi;
4} limitaticens of imports of textiles and clothing under
the bilateral agreemeat in the framework of MFA.

Trade subject to restrictions in 1984 is estimated &nd
related to the value of tatai Brazilian exports te the EC on the
bagis of EC import statisticsz for (982 (Tablg ¥.11) and Hrazilian
export statistics fer L1962 and 1983 (Table V.10). {The relative
importance of different impart restrictians will change in 1983
when anti-dumping duties on iran and steei «e¢oils, sheets and
plates will be eliminated in return for a restrictive bilateral
trade agreement. This will, however, not change the total trade
coverage of EC import meEasures).

These +figures must be ireated carefully. They do not
indicate the intensity of the trade measures in question. The
figures refer to actual trade realized in spite of impori
rastrictions, and not to potential trade which would ke possible
in the absence of restrictions. {In the extreme case that import
restrictions are prohibitive to trade, these restrictions can net
be measured on the basis of trade figurec}.

i) Variable levies

GATY studies such zs the GATT Tarif{ Acsessment presented
in section h) iadicate that EC imperts from Brazil suffering
variable levies or campenents are heavilyv concentrated in a small
number aof product categories: wmeat, dfruit preperations and
juices, and --in some vyears-- tobaccoc, sugar and molasses.
According to the GATT study, wvariable levies and components
affected some $426 million of EC imports fram Brazil in 1980 (14%
of the value of all food items iaported from Brazill.

Since only a minor part of Brazilian agricultural exports
to the EC consist of products covered directly by CAF, the trade
coverage of variable levies and components is small. According ta
preliminary research, aon the bkasis of an inspection of the
Offigial Journal of the European Communities, in 1984 wvariable
levies and components were charged on EC imports from Brazil of
fresh and chilled bovine meat, rye, broken rice, buckwheat,
prepared ar preserved pineapples, and some less isportant
producgts, which represented a 1782 trade valuye of some 73 milliagn
ECU af trade {(Table V.{1), Brazilian export statistics indicate
torrespending export values of $7.5 million in 1982 and $7.8
millioa in 1983 {(Table ¥.10).

ii) "Unfair" trade praceedings

Unfair trade proceedings include both anti-subszidy and anti
dumping actions. In +the period (9B0-1984, 12 unfair trade
investigations were initiated against imports fram Brazil,
involving 10 praduct categories, of which two products were
subject to both dumpiing and subsidy investigations:
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EC imports from

year number af cases Brazil in 1382
initiated {million ECU)

1980 2 6.4

1981 1 60.3

1982 ] 129.7

1983 1 0.2

1984 2 i6l9.1

Total 12 1215.6

Cancerning the trade involved, by far the most impartant
actian has been an anti-dumping proceeding concerring oil cakes
of soy bean. The action was [pitiated in October, 1983 against
imports ariginating in Argentina and extended to inmports +rom
Brazil in March, 1994.

In the period 1980-1984 anti-dumping proceedings were
initiated cancerniag imports of eight manufactured articles
originating in Brazil, but the trade involved has been relatively
small (Table V.4l. Definitive duties were imposed in three cases
(iron and steel plates and sheets and iron and steel coils for
rerollingl. dne investigation (compressors) was terminated
hecause no injury wWwas found. In the anti-subsidy cases involving
iren and steel preducts, subsidies and injury were found, but
countervailing duties were suspended, as anti-dumping duties had
already bheen imposed on the same articles., The remaining three
investigations were terminated with price undertakings.

Anti-subsidy proceedings in the EC against Braziliam
groducts have been few in caomparison tg guch actions in the
United States, but made wup the lion's skare of anti-subsidy
proceedings in the EC. In the period 1980-19B4, three anti-
subsidy investigations were ipitiated against Brazil. In one case
involving ladies’ foptwear, the investigation was terminated with
a suspension agreement. Under this agreement Brazil has committed
itself to offset with an export tax the aliegedly injurious
etfects of export subsidies,

Brazilian exports to the EC sybject to unfair trade
proceedings amounted to more than # 1 billion in 1982, of which
$¥900 million corresponded to oil cakes of soya beans (Table
V.101., Corresponding exports of manufactured guoods amounted to
5173 millian,

With regard to the nine categories of industrial products
invelved in unfair trade investigation, in six cases mare than
half of the Brazilian exports were destined for a single natianal
market within the Community. In spite of the =mali velume of
these trade flows, this regional concentration might contribute
to the strengthening of protectionist pressures against specific
products,

in  early 1985 anti-dumping proceedings were initiated
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against imports of wire rad (February) and tube fittings (Marchl
originating in Brazil.

ifi} Restrictions an imports af steel products

[mports of a wide range of steel products inte the £C are
contrailed by either voluntary export restraint agreements or
reference prices. The Commissian has tried to negoetiate export
restraint agreements with its major foreigm suppliers. In fApril,
1983 Brazil and the EC signed an agreement on imparts into the
Community of pig iron extending the arrangement of previous years
(Bull. EC 4-1983, point 2.2.151. Negotiations surrounding & wider
range of imparts of iron and steel products into the Comaunrity
broke off in July, 1983 as the Brazilian authprities did net
accept the Commission’'s fina! proposal concerning a guantity of
103 thousand toas (Bull, EC 7/8-1983, paint 2.2.24). "In 1982
Brazilian steel exports to the EC, apart from pig and cast iron
(SITC «codes &72-6746), amounted to 323 thousand tons. iIn April,
1984, the EC and Brazil signed an ECSC iron and steel arrangement
only for pig iron. {(Bull. EC 4-1984, point 2.2.8}.

In February, 1983, a new pig iran arrangement was signed,
establishing a ceiling of 252 thousand tons.

In April, 1985, Brazil agreed to a restrictive hilateral
export arrangement covering 1985. Inmn return, Brazil is allowed to
sell steel products at prices below those which Comounity
producers are required to charge (&% for carbos steel products
and 4% for specialty steels), while anti-dumping duties will be
suspended. This agreement will change the type of EC trade
restrictions but not their trade coverage, as they apply toc the
same articles.

Under the arrangement, Brazil 1is allowed a <ceiling of
130.000 tons. This is less than the 200.080 tons requested by
Brazilian autharities on the basis of past trade patterns, but
more than the 103.000 originaliy offered by the EC {see above).
The agreement cavers almost all ironm and steel exports to the EC,
excluding welded pipes and tuhes and some other less important
products. 0f the global quota, same &9% will te provided by state
enterprise {(flat rolled products) and 40% by private firms (nan-
flat rolled products?. The glohal quota is divided into
individual member state quotas as follows {in thousand tans):

n

Germany

France

italy

The Hetherlaads
Belgiun/Luxembourg
United Kingdom
Denmark

Greece

Ireland

d

Lanli == &) B O TR S A B S ]

rJ

™~
SO no oo oo
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Steei imparts are thus subject to the follewing trade
restrictions:

EC imports fram Brazil in 1982 {(million ECU}

in force in force
type of restrictian in 1984 in 1983
- definite anti-dumping duties 113.2 -
- bhagic import prices 3.0 -
- price undertakings 2.9 2.9
- restrigtive trade agreement 28.8 173.6
total 175.9 175.9

The 1982 trade value of 176 wmillian ECY represents
practically the whole value of Erazil’s iran and steel exports tao
the Communsity. In 1983, Brazilian exports of steel plates and
sheets decreased to aimost neqligible proportions after the
impositian of anti-dumping duties.

ivi Trade in teustiles

In this sectian data are provided cn EC restrictions on
imports of textiles fram Brazil under the Multi-fibre Arrangemeat
{FR). In the framewnrk of MFA, the EC and Brazil signed
tilateral agreesents covering the perieds | January 1978 to 31
December 1982 and 1 January 1983 uptil 3@ December 1986,
respectively. Both agreements apply to trade in textiles, wool
and man-mzde fibres ariginating in Brazil and listed in Annex 1
of each agreement.

Both agreements established guantitative 1iimits +or a
ceries of articles specified in Annex Il of each agreement. Most
quantitative limits refer to the Community as 2 whole (allocated
to memoer ctates). However, certain limits exist for specific
countries f{regionsl limits, see Table Y.9).

MFRA products are classified in Groups I through 1I! {Table
V.B). Froducts which are not specified ian  finpex Il of the
agreements are subject to paossible consultaticns with a view of
reaching guantitative limits if imports inte the Cosmunity
exceed certain rates in relation to total imports inta the
Community in preceding years. These rates are 0.5% for Group I,
2.3% for Broyp i and 3% for Group 111, (these rates correspond
ta the current bilateral agreement}., As Tzble V.9 points aut, in
the current bhilateral agreement the vearly growth of the
quantitative [limits for wmpst preduct categories was reduced
significantly as compared tc the former agreement.

In 1982 EL imports of textiles and clothing originating in
Brazil to an amount of %248 millian were subject tp the
provisions ef the bilateral textile agreement, of which #2179
million faced quantitative limits (Takle ¥.t11. MWith respect to
the value of all exparts of manufactured textiles and clathing to
the £C, the bilateral agreement covered 50% while erports cubject
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te gquantitative liaits represented more than 70%.
vl Tatal trade coverage

In 1982 EC imports {rom Brazil were classified wunder 2034
tariff headings, at the six digit level of NIMEXKE. Iaport
restrictions in force in 1984 affected 261 of these items which,
cansidering only these tarifé headings under which EC imports
from Frazii took place in 1982, results in a "frequency inden”
of 13% (Table V.11). '

The total trade coverage --in vasue terms-- of open EC
import restrictions againgst Braziliam products is presented in
Tables V.10 (Brazilian export statistics) and V.I!! (EC iamport
statistics), EC impaorts from Brazil which in [9H4 suffered trade
restrictions, represented in 1982 1.5 billion ECU in 1982, out of
a total value of 4,1 billian ECU (25%).

In the case of industrial products, “managed trade"
amounted tg almast 50Q million ECU, or 26% of total mapufactured
imparts fram Brazil., The main praducts were textiles and clothing
and steel products.

The high trade coverage of import restrictions on
agricultural praoducts (32%) is heavily infiuenced by soya bear
o0il cake. The carresponding import value-exceeded one billion ECU
in 1982. The trade coverage of variable levies and camponents an
imports fraom Brazil is very low.

Table ¥.l1 also presents data for individual member states
of the EC. These figures must be treated even more carefully for
& aumber of reasons. At this level the amount of trade is small
and in sope cases it is heavily affected by single product
categories. Trade flows can also fluctuate significanily from
year to vyear. Highly effective trade aesures by definitian
cannot be measured on the basis of trade flows. In interpreting
these figures it must be considered that €ifferences in the trade
caveraqe figures between member states are probably more affected
by the composition of Brazil's exports ta each natianal wmarket
than by differences in national trade palicies.

¥anaged trade represents a high share of Brazilian exports
ta France and the Netherlands due to the high participation of
0il cakes of soya beans in Brazil's exparts shipped to these
countries, For the same reason the managed trade represents an
even higher ratio of the exports af foud items tao these two
rountries. With respect te nmanufactured goods the ratio aof
aaraged trade to total trade varies from 13% in the case of Italy
{mainiy due to the high share of exports of wmachines and
transport equipment, principally passenger vehicles) ta 3&% in
the case of West Germany (the largest Community importer of
tentiles and clothing from Brazil) and 38% in the case of the
group ot smaller countries (Dermark, ireland and Greece)
together.

103



Table V.1
EUPOPEAM COMMURITY: AVERAGE 1380 ISPCAT DUTIES LEVIED DN IMPORTS FRDM BRAZIL BY COMMDDITY {LRSSES,

{GATT Tarifé Acsesseent)

value of EC inports frea Brazil in 1980 trade weighted averaqe impori duty
CLCH " nuaber of tarift lines
Chagters $ millions  percentaoe breakdowe Brazil KFR-80 rates onlv a)
total  WFN-BE&  MFN-80  BSP oy tariff treateent
dutv-free dutiable b7 mmmmmmm—stisevemese-———---=  {ptal #N-60  NEN-80 BSF  tgtal on GSP
HFN-BS  MFH-80 5S¢ BGP tolal detiable ] articles
duty-tree dutiakle 4
Tatil ) 1-9¢ 514 93 48 453 A3 4 H 29 (5% 2.4 2.5 .3 3.0 3.2 1.6
tgricultural preducts 1-24 115 33 2% 57 2290 45 3% I a7 L6 1.7 10,0 58 6.8
Aniss} products 1-5 22 i L] 7 54 37 5 1 113 43 &0 4.7 .3 1.9 15.5
Vegetable products b14 5 13 12 o 143 17 81 z i 4z 42 5.1 4.5 43 9.9
gils and fats i5 £l L] - 7 128 15 - B {100 5.6 0.¢ - 8.6 9.0 9.3
Prepared foodstuffs 1424 37 H 9 3 1478 43 i7 20 15 A§ 1.3 15.8 1.4 6,5 9.7
Industrial products 25-99 79 b8 23 06 2548 L] 7 W88 0.3 0.3 45 0.0 4.5 .7
Hinerai products 252 20 1" 2 4 92 97 - Iy 0. 0.0 4.4 9.6 0.1 5.4
Noneineral orodurts 28-99 457 15 21 192 LaL7 7 i 8 (87 9.5 1.4 t.6 0.0 Tt 4.8
Chesical protucts 18-38 57 3 2 £ 7w 14 3 g 1¥nh 03 16 9.1 [ 3] 9.8 i3
Plastic mat., rubber 39-40 1 2 - 12 i 2% - FL B X 8.8 - 0.0 2.8 11.8
Hides. leather pred.  Ai-43 2% 3 4 i3 kL) i a 55 E1)] o4 2.4 4.4 4.0 4.9 .6
Noad ard art, thereof 44-36 15 4 - 11 1% M - 7 {80t 0.0 0.¢ - 0.0 4.8 2.4
Faper and paper prod. 47-4% il 3 - B 181 94 - & {103) LA 9.0 - 8,0 0.4 H
Textiles 50-43 95 9 3 93 358 ? 12 N 07 0.4 1.6 5.2 0.0 18,1 12.3
Footwear, etc. L4-47 3 - - 3 9 - - 100 80 0.0 0.0 - 0.0 7.8 i
art. of store, ceramic 43-30 i - - 17 5 - - 100 {todd 0.0 - - 0.4 £.3 6.3
Precigus stones. etc. 71-77 10 [ - 4 33 43 - T80y 0.0 0.0 - 0.0 0.4 5,2
Base metals 13-83 il L] 12 54 208 2 52 W T 4.3 5.1 0.0 EA 1.0
Machinery 94-85 ] [] - [:1] by “ - 00 {1000 &0 0.0 - 4.0 B.4 8.7
Trancport aguipeent  Bu-69 1:] 3 - H L2t ¥ - 9 100 0.0 .0 - 0.4 .2 1.1
Dther manuf. articles 90-99 39 § - 34 1 2l - 791100 0.0 .0 - 0.0 La 9.4

Sewrce: ECLAC. on the basis of BATT, Tarift Assesseent. Jariffs are ¥FN rates apliicable in 1960 (NFN-BO).

al Apolving the HFX rate appiicédle in i80 to imports of BSP articles fros Brazil. This hypotheticst rate indicates the average tarifé vreference that brazil
enjoyed under the EE GSF prograa in 1920, calculated or the basis of the structure of EC imports from Brazil,

t) incleding imports eligible For B5P treateent but accorded ¥FN treataent hecause of quata and ceiline lintations ar nonutilizatien af GSP prederences.

c) laports of BSP articles as & percentage of tokal isports. excluding inports with zerc MFN rate in 1980,



Table ¥.2

EURDPERH COMMUNITY: IMPORT SUTIES EHARBED ON IMPORTE FRGM BRAZIL

EC imports EC iogort duties. ad valores eouivalets (X1 @)

trom Brazii

Nuaber pf  -mmmmmmmmeeedoeeneo sisple arithzetic average trade woishted average
tarifk iines  (U.S. 8 oercentace
@illionsy breakdows  MIN-D WIN-F ¥FN-BO  5SP MIN-B MIN-F NFN-BD  BSP

A1l copsodities

fatal 586 b3 5284 190 %5 7.4 91 LB 5.2 43 47 L1
KN 35 3685 0] 5.5 47 4 - 3 L7 T -
dutw-free gl % 2535 a8 - - - - - - - -
dutiatle a3 1154 /] 2.0 103 i0s - T2 5.4 55 -
includet in NTh offer 37 1091 U 5.8 4 34 - 53 &5 &7 -
excluded §rom NIN otfer 26 &3 1 215 M.i 20.9 - X7 207 2. -
630 47 1579 36 t6.7 B3 10,5 9% 120 1.2 1.8 2.9
inciuded in WTN offer 363 #71 H 0.3 7.3 0 00 162 7.4 uf 04
vrcluded from NTh oiter a4 408 17 1.6 126 123 44 14T 147 147 T4
Apricultuvral products {i-24)
fotal 147 b} 8 194 1.6 14,0 120 8.9 57 4% 4§ 3Ee)
#H 5 225 B3 4.2 %7 8.5 - 34 LS 2% -
tuty-free d} 2h 1274 4] - - - - - - - -
dutiatle M) 982 38 19.1 18} 1.8 - 8 5T 57 -
included in BTN of fer ] I3 34 56 26 25 - LB 47 47 -
exciuded frae NTS otfer 20 3 2 %.8 5.8 I5.% - 51 B B -
Gl I L1-rd 17 15.1 4 t4$ 8.0 i7.i 16.8 lh.8 IO
included in BTN offer 7 3 - 12.7 8.9 107 51 150 &3 &7 2.9
exciuded from ATH offer 44 45 17 15.5 13,9 5.4 A5 IR 1 1Tl 12
Incustrial products (23-99)
Total 419 2546 0 8.8 44 A5 038 44 LS 45 B3N
NF# a3 1429 L] L3 L3 L - 06 0.4 A5 -
dutv-frea d) 30 1257 L1 - - - - - - - -
tutiable 33 1m 7 5.8 L2 41 - e 33 A3 -
inctuded in KTH oféer 7 143 & e 24 37 - 45 3z 4.2 -
excludec froa NTH of fer 4 9 - 5.6 B 5.4 - b4 44 A -
14 % 117 L] Wt .5 99 G .8 L% 47
included in HTH ofder 35 458 38 .2 1w 0.6 102 T4 100 &0
eaciudes froz NTH offer 40 159 ] i3 £33 b 8.¢ 8.0 &4 0.0

Soerce: £CLAE, on the basis of SATY Tariff Asseseapnt.
at HTN-B ¢ base rate tefore the Tokvn Raund.
WIM-F & Fina} rate tpost Tokvo Round)i the final pust-NTN rates are these notiiied in schedule LXXIT of the Furopean
Coarunities as annexed to the Beneva (59797 Protocol.
HFY-B0Z AFN rate applicadle in (980. as reporied in the fomaon External Taritt for the vear (98¢
BSP & BSP rate ir 1960.
Including articles eligible for B3P but accorded MFN treatpsnt becavse of auota and ceiling liaitations oe
narutilization of 5SP preferences.
b) Excleding articies for which no information on WiN-B or WFY-F rates has teen provided.
©) Retual average tariff rate tor EE daneris frga Brazil, caleolated bv appiving the HFN-2C rates to MFK imporis and
85P rates to 657 zmports from Brazil. The sisures in this colusn inticate the maxizus preference earpie that Brazil
could have enjoved as 2 BSP countrv. In oractice Brazil’s prefererce margic is less as §SF ieports include irage
eligidle for 65P hut accordes NFH treatment.
g} Zero HFK-80 rates.
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Tahie V.3

EC: IMPORT DUTY RATES FOR SELECTED AGRICULTURAL PRODUCYS APPLICABLE T( BRAZIL AND TO COUNTRIES WITH PREFERENTIAL ABREEMENTS

OETSTSSSSRoITEm=s S SSTSISIESSSSISSSUIITIDSS

1980 duties 1980 imports {$ miliipne)

----- - Principal suppliers
Brazil Preterential countries with uith preferential

------------ apreesents  Brazil  preferential agreesents

type X 1/ agreesents
UB.02.72  Swest oranges NFH 4.9 d.8 i1.5 81.9 fiorocco, Cyprus, israel, Spain
0%2.91.11 Unrozsted coffee MFK =R free 810.7 1860.5 ivory Coast, Caseroon, Kenya. laire
99.04.1f  Pepper &g 2.0 free 0.0 5.2 Madagascar
15.07.7¢  Fixed vegetable oils Gsp 7.0 free 81.2 271 Senegal, Nigeria, Sudan, Papua N.Guinea
18.92.53  Prep.of bovine meat 65P 7.8 free B4, 9 11,5 Botswani
17,0390 Molasses NFK  m.a. n.a. 84.% 85.B Mauritius, Kenva, Ivery Loast. Fiii
18.93.00 Cocos paste 65 1.0 free 4.6 93.3 Ivory Coast, Camerpon, Ghana, Nigeria
18.04.00 Coreca tutter §5P §.0 free 4.4 21h.8 Bhara, Nigeria, Ivorv Coast, Spain
20.07.81 Other 4ruitfveg. suices &SP 9.0 free 10,3 2.5 Kenva
21.02.10  Entracts of coffee 55¢ 5.0 free 136.8 12.3 Spain
21.07.21  Fopd preparatiens &SP %.0 free 5.9 3.5 reece
24,0110  Tobacce, Virginis tvpe B8P  n.a. free 114.3 189.1 Nalawi, 7isbabwe, lamhia, Greece
24.04.70  Other unmanuf. tobacco B5P  nm.a. iree 41,0 £40.3 Greece, Turkey, Maiewi, Cameroon

= SEETIISTESSE m=zs=n=x == ==

n
b1

Source: GATT Tariff Rssessment.

4/ Duty rate applicahie under preferential aoreeserts to countries other than sigratories of free-trade ares agreements,



Tahie ¥.4

EL IMPORTS FROW BRATEL OF AGRITULTURAL BSP ARTICLES FACING TARIFF GUATAS

iaports from
Brazii a5 share Tariff
1978 197% 1980 of extra-EC queta
iaports %} c}

veluse value voluse value volume value ———————

al bt 1978 1982

Cocoa H 24 b 9 14 80 4.9 9.2
Saluble coféer 14 82 18 94 20 94 93.3 83,3 .
Raw tobacep d} 53 162 36 1i5 59 155 1.3 15.9 54,2

Source: Calculations based on NIMEXE and EC data.

2) Impart figures are based on NIMEIE classification, which is slightlv different from

taritf headinos.
8] 1800 tons.
¢} aillens ETH.

d} excluding & ceiling of 2,55 toms for Virginia type tobacco,
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Table V.5

EURDPEAN CONMUNITY: SPECIFIE GSP DUSTA LINISATIONS AFFECTING BRAZIL INVOLVING INDUETRIAL PRODUCTS OTHER THAM FENTILES

EC imparts  Braril’s share
tres Brazil  ia extra-EC
in 1982 smports {1}
e er
1980 1981 987 1983 19384  valuwe valuse value volume
faillion §1090
ECL}  toares)

Industrizl products exciuding textiles and steel sroducts

29.0% BLI Styrene 0 i ] H 4 H .5 5.t 11N}
29.08 Bexi  Ethers 1 L %3 i T4 100 13.0
29.14 AL3 #Horocarboxvlic acids ] 10 g I [ [ 0.¢ 0.0 1.3
29.23 TIF]  Oxvgea function amian-tospounds i ] X4 1 1 &3 0.2 50 10.0 {4
20T 4 Nitrite function coapounds il 1] 1] H I 8.5 0.3 0.4 0.3 H.4
35.03 Belatin and qeiatin derivates k| 0 1 bé 0.3 3.8 1.5 1.9
41.402 Bavine cattle leather ] i xa L3 1 Ll 5 1.k 192 Tk
£2.02 Travel qoods a a 10 I 2 2 L3 i3 b.b
LI 81} Fire building beazd or wond X0 1 i G} I 1] 4 10.7  iL.0 10,6
.1 Meed, planad, ete. bU] 1 ] h{i] H 7 B 2.8 1.3 4.6
.15 Flyaosd 1] 10 15 ] 7.0 3.2 4.4
L1 Wood sawn, sliced or peeled a i1 10 18 2 7.5 1.9 H.9
L) Woogen toola H 1] 3 L] £0.0 B0 &0
£4.02 & Footuear with uppers of leather i 10 10 L] ¥ ] M 1.2 3,3 a.0
Bh. 41 Afd Seving machines 1] i il (9} 1 4.5 1.3 4.0
.41 Al Sewing sachines 1 3 !

85,21 Yatvew and tubes [ [ 0 9.0 0.0 8.0

ECST products
ECEC products

73.07 8looss, billets, slabs and sheet bars X H ! 4 i 1.5 5.3 3.9
T3.08 Iran or steei foils dar re-rolling H )] H X Ll 152 .7 1.7 (K]
.18 Bars and rods mn 1 ] ] 0.9 0.0 1.t
73.13 Sheety and plates of iron and steel ] 0 Vi 238 5.7 8.2 8.2
75.13 fBi Skemts ard piates of iren apd steel [ 18 10 H

73.13 #llov steel and high carbon steel 1 H H X u q 1.4 1.3 6.8
.4 Tubes and pipes of capper 5 H 1 1 { 1 0.9 2.4 7.3

Scurce: EC, Offickal Journal {various vears:

al ¥ 3 andividual quota sperified for Brazil. either at the Comaunity level or for individual sember states.
0 * guatas used up by Brazil (Mo data available fgr 39843,



Table V.6

EURDPEAN CONMUNITY: UNFAIA TRADE PROEEEDINES AGAIHST PRODUCTS IMPORTED FAOM BRAZIL (TNIFIATED IN THE PERIUD i9B0-1985)

Description of artirles

tvpe of actisn

Case History Source

Tubes and nipes of
maileahle cast iron

anti-dusping

anti-dusping

EEC iavorts-
NINEXE-  +rom Brazil
epde in 1962
11000 EEU}
73.20-30 2342

0 C 249 of 24.09.80
W L 145 of 03.04.01

Initisted:! Septecber. 1980
Terninated: June 981
iwith price undertakings}

Initiateds Harth 1985 W 77 of 23.03.65

Heraetic comprassers for  anti-dumping B4.11-35:34 438 Inttiated: Movenbar. 1980 DL 29 of 14,180

refrigerating equipment Tersinzted: April. 196t & L 3 of 25.00.81
inith negative injury detersination

#osen’s leather shoes anti ~subsidv b4,02-30 60298 Initated: Septesber. 1963 03 € 24 of 19.09.81

JR5HE Terainated: Hoveaber 1981 D2 L 327 of K4.ILAL
{with price urdertakinasf
export tas levied in Brazid)

Iron and steel plates anti-duaping 731343145 40067 Anti-dusping:

{rold-roiied of a thick- anti-subsidy 47149 Iritiated: Rarch. 1982 0 E JO of 19.03.82

ness of iess than J es.), Provisional dutv: May, 982 D) L §2B of §1,05.82
Pefintte dutv: Nevesber, 1982: 04 L 312 of 09.11.82
{B2.77 Eill per tomne)

Anti-subsidies:
Initiated: June, 1982 03 € i4 of $0.06.02

Hardboard ant.i-duaping -1 e 16484 Initiated: May, §982 B3 € 113 of 95.05.82
Terainated! February, }743 81 L 47 of 19,02.83
{nith price undertakinps)

Jron and steel plates anti-deoping 1.13-1n DL #Anti-dusping

{hot-rolled: of a thick-  anti-subsidy 124523 Initiated: Joty. 1982 0J C 157 of 31.07.82

ness of mot less than Provisional dutv: February, 1983 B L 45 of 17.02.63

3 o), Definite duty: May. 1993 03 L 131 of 20.03.83
172,20 ECY per tonne)
#nti-subsidies:
Initiated: Juiv, 1982 04 C 97 of 31.07.82
Defirite dutv: July, 1983. bt B L 205 of 29.07.85
suspreded a8 @ definite anti-
dunping duty had heen {epuses.

Iran and cteel coils anti ~duaping 13.08-033 05 +1556 Initiated: Novesher. 1982

ter rerolling 01412412512% Provisional dulv: Marth. 1783 0L 42 of 39.03.83

LI Prov. dutv acended: juee, $983 0 b 66 af 19.04.83

Definite dutv! August. 1983: 0J L 210 of $2.08.81
144 £0Y4 per temne)

Shavait anti-dumpine £2.01-1¢ 188 Initiates! December, 1987 0) £ 348 af 23.12.83
Tersinated: Deceeber. 1984 0J L 330 of 1B.12.84
inith prize undertakings)

Gxalic zcid anti-dusping HA51 3i6 Initisted: March. 1384 W € 37 of 05.63.54%
Provisional gutv: Septeaber. 1984 82 L 23% of 07.09.84
Definite dubv: Januarv, }985 0L 2 of 31.01.54

Jova Sean oil cake anti-subsidy 25.M4-40 1019744 fritiated: March, 1984 01 C T7h ot 17.03.84
Terminated: March, 1985

Hire raod anti-dusning 04 1451 Iritistes: Februarv, ISBS @ L 48 of 20.00.88

Totel 1217025

Source! Diticizl Journal of the Eurgeean Coasunities isee Iast column gf the tabled.
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Table 4.7

EC: IMPORTS FROM BRAIIL OF ARTICLES WITH RESPECT TG WHICH LNFAIR
TRADE NEASURES WERE TAKEN ABAINST YHIRD COUNTRIES IM 1989-1983.

(milizon ECU}

__________

Product KIHEXE Country 1982 imports
fram Brazil
Stvrene 29.01-11 United States 4.2
Benzene 2%, 0163 Puerto Rico 1.8
Urited States
Plvucod 44, 15-20%ex 1380 (ex) Untted States 14.5
Canada
Builders’ carpentrv  94,23-Sifex} Singapore 1.5
Malaveia
Cotton varn 53,05-21198 Turkev 92,3
Patterv 49,08-83199 Seain f.1
Pin iron 73,01-21323:25 Canada 26.4
h.5.5.K.
6.0.R.
Ferro-chaius 73.02-30 Norway 2.4
Yenezuela
Yugeslavia
Iteland
Sweden
Total 145.2
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Table V.8

EC. INPORTS GF NEA ARTICLES FRON BRAZIL 1N 1982

value breakdown (1}
{oillion mmmemmcesamaaa.

EEU} total HFa
Textites and clothine (CECN S0-A31 92,5 100,06 -
WFA articies 247.1 B4.5 100.0
Group [ 263.8 8%.7 82.5
Broug I A 177.3 60.6 71.8
group 16 26.3 5.1 16.7
Broun 1f 9.9 13.6 16.1
Grown 1f & 9.8 3.4 4.9
Group II B 36.1 10.3 12.2
Brovo 111 3.4 i.2 1.4
Broup 111 & . .8 0.3
Broup Itf B i.t ¢4 0.4
Gf which subiect to guotas 19.2 74.9 84.7

Source! Bilateral Roreement and WIMEXE.
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fable V.9
EEC: GUANTITATIVE RESTRICTIONS ON IWPORTS OF TEATILES ANG CLOTHING ORIGINATIMG IN BRAZIL.

Bilateral Agreesents in the framework of the Meliifiber Aoreesent

Catenary reference period: reference period:
t.1.78-31.12.682 1.1.83~3L.12.84

Ho. Description of products
unit 1974 1902 orowth 1585 196 grosth

Comsunt tv linits

1 Cotton vares. not for refail sale tons 26900 27442 0.5 27644 77 0.1

2 Lotton fabrics tens 18500 14832 0.5 18893 17148 0.5
of which! other than arev or bieached tons Wi 30l 0.5 W72 e 0.5
3 Woven fabrics of svathelic fibers tons nia nfa nia 135¢ 1433 2.0
4 Koitted shirts, siaplets, T-shirts, 000p, 10000 11599 4.0 nfa nfa afa
of whichi shirts otber than ¥-shirts L0d¢0n. 100 350 4.0 rfa na nia
b Ken’s and women’s woven trousers and 1000p, 00 1872 5.0 1935 2084 2.5
nen’s sherts and breeches
k3 Cottos towellirg, toilet and kitchen tons L0 I V£ 5.0 £034 4567 2.0
linen pr cotton toeelling
13 Hen’s and weaen’s knitted underpants. 1000p. 0% 415 §.0 4842 538 50
knickers and briefs
L] Bed linen tons 260 253 5.0 656 2819 .9
bL} Hen's keitted pyizeas 1000p. pre] W3 LN U 11 147 40
A Women's knitted undernear L0000, e 1237 5.0/
30.B  Nomen's ather woven undersear tons 102 HL 4.0 n/a n/a nla
3t Brassieres H00n, 1908 3278 45 2342 2488 2,0
39 Table 1izen, toilet and kitchen linen - tons 1300 1b42 6.8 1738 1082 5.6
ather thar fros terrv fadric
4 Carded or roabed sool er other fine tens 7% 49 5.0 9707 15658 5.0

anigal hair

Regipnat lisits

3K Woven fabrics of svathetic fidres tons KL} [N} nia nla na
4 France Shirts, T-shirts 1000¢. nla ) 351 .4
14 2h 2438 2.4
7K Blouses and shirt-blouses., for women, (000f. JEES 4.0 13 156 1.3
oirls ard infants
24 ang 25 Pyaaas and nighifresses 1K0p. nfa n/a nla nia
Dennark of which nighidresses 400 450 1.3
France 25 8 Lo
26 BML Wosen’s. oirls’ ang intants’ dresses  1900p, 365 5.0
80 B Babies’ woven garmeni 100dp. nfa Sh H4 4.4

Sourcel Bilateral Aoreesent between EEC and Brazil. énnex 1.
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Table V.10

TRADE COVERABE OF OPEN EC INPORT RESTRICTIONS AFFECTING BRAZIL ACCORDING TO BRAZILIAN TRADE STATISTILS

Brazilian exparts to the €C
I$ aillions, FOB)

NBH-code Destription of affected oroducte
1982 1783
Tatal “aaraged trade® 1356.¢ 1427.8
al Varable levies and componeats 7.3 1.8
Unfair trade proceedinos 1082, 4 1133.6
23.04.05.01 Oil cake of sava beans 904.3 $96.6
29.15.02 Mralic acid .2 0.2
44,1501 Fibre buildinn board. hardboard i5.2 8.4
54.02 b} Leather ¢foptwear for ladies £08. 4 124.5
73.08.00 Irom and steed coils for reroiling 0.9 [ %]
iren and steel nlates and sheets:
73.13.01.04 of a thickress of sore than 4.75 ea. 18.7 1.9
73.13.02.00 of a thickness of sere than 3 but Jess than 4.77 am. 9.3 3.1
tron and steel plates and sheets:
73.13.03.02 cold-ro)]led. of & thickness of less than 3 ea. 2.3 0.7
73.20.01.04 Tubes and pipes of malleable rast iron 3.5 [ %]
82.01.04.00 ) Shovels 6.2 02
Dther ELSE trade restrictions cl LRy 4.3
73.01.02.01 ELSC arrangesent {pig iroe} 19.1 13,4
d} Basit iaport prices 33.0 4.1
[H Multifiber Arrangement 1KFA) 214,9 238.9
0f which subject to quotas 177.3 190.%
33.05 Sheeg’s or laeb’s wool, carded or coohed (cat. 46} .1 b
35,45 Cotton varns. not for retail sale izat. 1) 48,4 4.0
55.08 Lotton toweling (cat. 9 ang 39) &8 [}
55,09 Gther waven fabrics af cotton leat, 2b 3.4 50.3
5807 Woven fabrics of svathetic fibers icat. 3} 4.5 4.4
40.98 {-40,04.01] Under garcents. knitted or crocheted icat. 13. 24 and 25) 1.5 %5
41.01.03 Trousers and men's breeches and shorts (cat. 6) 1.4 3.3
61.09.61 Brassieres icat. 31} 0.8 @3
42.02.01 Bed linen fcat. 20} 5.5 5.2
62.02.02 Table linen {cat. 35¢ 3.9 14
62.02.03 Toilet linen {cat. 39) 11.2 13.7
b2.02.04 Kitchen linen {eat. 3%) 2.¢ 1.2
Other WFA 31.4 48,9

Source: Bank of Brazil/CACEX and Ministrv of Finance of Brazil.

&) NBM headines 02.01.00.02% 10.9025 10.05.04% 10.07% 16.62.03 20.06.01.01

b} Trade figures provided by Winistrv of Finance on the basis of narromer definiticn.

¢} Excluding irgn and stee} products facino antidumping duties.

d) CCEN headings 73.07% 73,107 73.011 73.125 73.13 lexcluding articles subject to antidumping proc.)

e) ECEN headings 51.01% 51.03 51.041 53.05% 53.045 5X.07i 53.10% $3.134 35.04% 55.03 55.04¢ 55.67
35,087 35,097 H4.040 F4.05 56.05) B6.06% 54.07 and chapters 581 59 &1 and &2,
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Table V.11

EL! TRADE CAVERASE OF OPEM TRADE RESTRICTIONS AFFECTING IMPORTS FROM BRAZIL ACCORCING TD EC INRORT STATISTICS

Yalue of 1932 imports in willien ECU

Nuster of

tariff lines  Eur-10 Geroamv Framce  Ifaly  Neth. Belo/d. ILX. B/Br/Irl.
1. Total "menaged trade" 261 1528.2 356.5 £17,2 144.3 6.9 gt.4 6.0 §2.1
2. horicultursl protucts {CCCN 1-24} 13 1926.9 £33.7 57.4 mt 15.% 65.3 2.5 w3
4. Varizhle lsvies and epaponents 12 L3 0.7 5 0.1 1.3 1.4 1.1 0.0
b. Unfair trade proceedings 1 1018.7  $35.0  5TH.9 Er R T X ) b1 2.4 8.3
3. Industrial products (CDLX 2B-99) 248 99,2 220.8 19.8 47.2 .4 5.9 §1.3 2.8
a. AF& 20 L 10%.3 .1 42.9 2.7 1.7 1%.5 1.5
- Quotas 8 21%9.2 BB.4 25.5 4.4 iLe 18.3 15.8 .o
- Btker restrictions 12t 8.4 8.7 1.6 0.5 .8 0.4 3% 0.5
b. lrpn and steel products Fal 7.2 1044 2.% 1 43 L3 25.5 8.7
= ECSTC arrangepent loip iron} ? 2B.B H.7 1.3 B.t 1.3 0.1 5.3 0.¢
- bnfair trade preceedings i5 116,12 .0 1N 18,0 4.3 4.2 tL4 b
o which: antidusping duties; L4 113.2 72.4 0.6 18.5 0.3 2 1.4 B.é
- Basic izgori priee {ECSEC) 12 28.3 9.7 0.0 0.0 2.7 0.0 8.8 0.1
c. Unfair trade procesdings a/ 9 1.3 9.9 9.8 9.2 b4 1.8 #6.3 2.4
1. Jotat imports 2034 9.4 1ELE 134 11303 S0 3@R.T B2RE O L)
5. Apriceltural products {CCCN 1-24) 57 3209.4  693.8  BAB.D AIB4 473 1863 407.7  192.8
5. Industrizl groducts {CCCN 28-99) 1449 19§07 bLL3 {786 5288 1008 9.5 3.7 9.7

7. Hineral products (CCEN 15-27) or
not specified 57 1047.3 4327 01 18l 70 15 1024 0.4

“Managed trade” as 1 of totzl isports,
8. ALl products ii as I of &) 13 249 20,5 .0 12.8 22,8 234 . 21.4
9. Aericuiteral prof., (2 as X of 5} 1{ 3z.40 9.4 ab.1 18.4 .5 35.2 [ 1.0
10.  Industrial prod. {3 as I of &1 15 26,4 3b.1 22.3 12.7 31.2 .7 8.9 38.2

Seurcel Tabie V.12

af Excluding antidusping duties on ECSC products,
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Tabte V.12

EC TRADE RESTRICTIONS AFFECTIRG [NWPORTS FROM BAAZIL IN 1584. a/

1982 Isports fros Brazil (1009 ECU)

WIHEIE  Descriptigs Tvpe of restriction Souree

Eer-10  Gers  Fran Italy  Meth Belsl . Other
02.01-15 Fresh or chified bovine aeat Variable fevies and roap. 03 L 25 of 27.1.8% 1121 10 - - - - 1081 -
10,02-00 Rve Variable levies and coup. L2 of 4.0.B3 72 - - - - 4n - -
$0.06-50 Broken rice Yariable lavies and coap. WL Zof £.1.83 634 - - - - BM - -
10,07-10  Buckeeat Variable levies 3ad cump, QL 4 of 20.1.83 45 891 245 1@ 150 2% 4 -
20.06-65 Prepared pineapples Varigble tevies and conp. 0 L2l of 25.3.83 110 - 110 - - - - -
23.04-40 Sava dean oil cake initiation antisubs. proteed. 03 € 74 of L7.3.80 1016744 135045 574502 77021 113980 45103 24382 29314
29.15-11 Gralic acid imitiation aptidump. proceed, O C &7 #f B.3.1904 14 7 8 9% 26 ] 7 13
44.1i-10  Hardboarduswor ked price undertakings 01 L 82 of 29.3.1%04 12430 To7h 1381 2 sl 8 U +
44.11-20 Hardboard/worked arice endertakings O L B2 ot 29,5098 4054 m - 23 B 21853 W tab
51.01-27 VYarn of senthetic trestile fibres Mh Bil. Agreemcat/AMREL 1 To4 4 - - - - - -
53.05-10 Carted wool HFA-guota Bil. Aoreewent/AHMEX 13 %10 - - - - - -
53.05-22 Tops of cosbed woo) KFa-quots Dil. Agreesent/MANEX 1} 25238 7284 2957 todl} 2029 197 144l 113
53.07-08 V¥arn of coebed sheep’s or Jamhs’ wool  MFA Bil. Aoreesent/ANNEE § 1] 752 - n - - - -
95.05-19 Catton varp not for retai sale WFd-quata Bil. Agreenent/ANNEX [t 545 14 - 11 - ~ 2 -
55.05-33 Lotton yarp not for retail sale KFh-quota Bil. Aureesent/ARNER §1 B24 4l - 112 - 14 n M2
55.95-37 Cotton varn not for reteil sale WFA-quota Bil. Agreement /RNKEY 1] 319 - - 1 - 4 - 182
33.05-41 fLotton varn nat for retail sale Wi-quota Bil. Acreesent/AMNEX J1  309B9 14724 2821 4453 3556 dahb 278 1&Mt
33.05-45 fotten varp wot for retail sele Nh-quote Bil. dorecaont/ANNEL X1 3% L] - 12 47 3 - Fs
55.05-44 Coiton yarn not for retail sale W d-quota Bil. Agreesent/RNNEN 1] 27854 12980 4267 57 33a] 241 8z 1848
35.05-48 Cotton varn not for retail sale NFA-quota Bil. Agreesent/AANEX (1 168 - - FM - - - 13
$9.05-61 Cotton varp not for retail sale KFA-quota Bit. Aoreswent/RNNEX 11 738 27 - 5 - 1b0 432 13
55,9567 Cottor varn agt for retail sate NFA-queta bil. foreesent/ARNEX 11  E2603 SH4Z M3 S8 BT HII 100 972
§5.05-72 Cotton varn not for retail sale WFh-ouota Bil. Agreement/RHNEL 11 173701 7263 1083 4dh2 308 WM - in
55.08-30 Terry towsling / printed NFA-uota Bil. Agremment/RNRES 11 E3 ] - - - - - - W
£3.49~04  Dther woven Fabrits of colton KFA=quata Bil. Mreecent/ANNET 11 e 7 - I3 - - - -
55.09-06 Dther wavee fabrics of cotton NFh-gaota Bil. Agreement/BMEEY 1T 18 18 - - - - -
55.99-08 Dther woven fabrics of cotton HFA-gucta Bil. Agreeseni/RANNEX [T in 175 - - 13 - 1
35,09-50 Other woven fabrics of cotton KF4-quota Bil. Agraesent/RNNEX 11 1L B L) N 1062t - 1b2
55.09-17 Other woven fabrics of cotton #Fd-qunta Bil. foreesent (ANNEY [{ 6001 1933 iIB0 2546 19 57 .
59.09-13 Dther woven fabrics of cotion NFh-quota Bil. Agreeaent/ANNEY 1f 2614 54 I3 40 483 - 3
53.09-14 Dther woven fabrice of cetton ¥ A-guota Bil. Agreesent/ANNEX i1 it} TN W AW - M3 ) -
33.09-15 Dther voven 4abrics of rotton WFa-quota #il. Bgreesent/ANNEX [ 3899 33 MY 4z 3 - M L]
35.09-16 Other woven fadrics of cottor #Fa-guota Bil. Agreement/ANNEN §1 19629 5472 It BIOL 2147 173 172 304
§5.09-17 Dther wovep fabrics of rotten Kfé-quota 8il. Agreesent/ANNEY 1] SBE7 1959 1946 l&70 73 Akt -
55.90-1¢ Other ven fabrics of cotton NFA-gueta Bil. Agreement/AMNEX 11 S03t 1809 1t 108 302 - IM3 304
55.86-2t  Other woven fawrits of totton WFt-quota Pil. hgreesent/ANAEX 11 L] 7 N ] L] - - -
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Table ¥,12 (Eontinustiont

£C TRADE RESTRICI[OMS AFFECTING IMPORTS FROM SRAZIL [N 19BM. a/

1962 1mperts froa Brazil (1000 ECUY

NIMEXE  Description Type of restriction Source -
Fur-10  Bers  Fran Italy Neth Bel/l UK Dther

95.09-29 Dther wewer fabrirs of cotten W A-rupta #1. horeesent /BNNEY 11 4363 954 3 kY] 95 - s n
§5.09-55 Qther woven fabrics of cotton NFA-quata Bil. Agreeaent/ANNEX 1L i 21 ] - :M - - -
53.0%-39 Other wpven fabrics of cottan NFA-quota 31, Poreement /RNNEX [ i e - - - - - 3
35.49-5% Dther woven §adrics of cotton NFA-quota Ril. Agraesend /ANHEK 11 Hg] r L] - 18 - 16 -
95.09-53 Dther wovea fabrics of cotton NFf-guota Bil. Aoreesent/ANMEX [1 221 25 i) - 172 - - -
55.80-54 Other woven fabrics of coptian WFA-quota §il. Agreesent/AMNEX 1] 77 - - 159 - - 147 24
55.09-56 Bther woven fabrics of cotton NFA-guota Bil. Agreesent/RMNEX [1 599 (1] - - 9 - W 157
33.49-57 Other weven fabrics of entton NFA-quota : Bil, Agresment/ARNEY 11 151 126 n H - - - -
55.09-63 Dther waven fabrics of cetton NFA-quotz Bil. Agreesent/AMNEX £} 1M a5 - - - - - 49
35.09-84  Gther woven éabrics of eption NFfi-quota Bil. Agreceont/ANMEY 1E i 128 3w 3 - - b
95.09-85 Other woven fabrics of cotton ¥Fh-qugta 2il. Agrepsent /ANNEX 11 152 37 i - - - 80
D5.49-66 Qther wover fabrics of cotton NFA-quota Bil. dgreeaent/ANNEY 11 48 54 - - 20 - H £
36,0313 Yarn of <832 colvester fibres AFA Bil. Agreesent/AHNEX [ 9%7 319 2 i - e -
54.45-44 Yara of min-made fibres 3] Bil. Aqreesent/AREY | 100 15 - - - - ] -
35.07-38 Moven dabrics of man-made fibres W i-guota B, Agreesent/ANNEX 11 BE&T B 3581 3548 - 789 857 -
36.87-31 Woven fabrirs of san-sage fibres MFA-quata Bit. Agreesent/ANNEY [1 §3 - 2 L] - - 38 -
54.07-15 Hoven fabrics oS man-made fidres NFA-gquota Bit. Agreement/ANKEX [i aat 3 § B 1 B ™ -
586.07-38 Noven fabrics of man-sade fibres MFA-quota Bil. Agreenent/ANMEY 11 107 - - - - - 147 -
556.07.47 WMovan fabrics of aan-made fibres KFA-quot Bii. Agreesent/PRHEX Ei ™ - - (31 - - - -
38.04-b3 Moven pile fabrics NFA Bil. Agreeszent/ANMEX | u - - -z - - -
58.05-51 Rarrow woven iabrics Wk Bil. Aoressent FANNES | 132 3 I - - 11 12
58.05-10 oven 1zbels badges amd the like NFA Bil. Agreeaent/ANMEY 1 3 350 3 - - - - -
59.03-1% Bonded fibre and varn fabrics L3 Bil. Agreesent/ANNEX | (54 - - 15 - - - -
b0.04-0Z Cotton J-shirts for babies NFA Bil. Agreeaent/AWNEL | 108 74 - - 1 - bil 7
40.08-1) Babies’ gargents of cotton 54 Bit, Acreepent ANMEX | 214 B 1 - 41 ¢ 10 -
60.04-19 T-shirts o¢ cotion ¥ Bil, Agreesent/AMNEX § A e 35 - A% (1 Leee 43
40.08-56 Knickers amd friefs HFh-quota Bil, Agreesent/AMNEY 11 143 4 ] - - - - -
50,0471 Mens and bovs' cotton shirts NFA Bil. Agreeaent/ANNEX 1 WS 0 1% - i (R 2
40.04-73 den’c and doys’ colton pyjamas HFA-quata Bil. Agreesent ANNER I} 143 14 - - - - 3 -
&0.04-79 Men's and bove’” cotton ynder germents  MFR Bi1, RAgreewent/ANNEX 1 ipd s - - 4 - - -
40.04-81 Woaen’s girls” infants' cotbon pvjasss KFA-quota Bit. Acreement/ANMEX 11 T 25% - - 2 - 8
60.04-83 Cotton nightdresces NFh-quota Bil,. Agreeseni/ANNEN 1 LL] (3] - - 50 - - [}
40,04-8% Nosen’s qirls® infants' under garsents XFA Bil. Agreesent/ANKEX 1 20 1n? n - ] - 3 o)
80.05~08 Babies ouler garments at cotton XFh Bii. dgreesent/ANNEL [ 08 " H - ¥4 [ -
40.05-1T Track suits of totion Liz Bil. Apreesent/AHNEY | 220 63 n - & 2% ] E]
60.03-23 Catton blouses and shirt hlouses ] Bil. Agreesent/ANNEY 1 1395 LS 10 - 7 0 a9 -
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EC TRADE RESTRICTIONG AFFECTING [MPORTS FROW BRALIL IN 1984. af

Tabke ¥.12 ICentinvationt

1967 [aports ¢roa Brazii (1008 ECW)

HIMEYE  Descriptien Tvpe o restriction Sgurce -—

Eur-10  Gern Frar Italy Meth Bel/l UK Diher
40.05-34 Jersavs etr. af swith. testile ¢ibres  MFA Bil. Agreesent/RHREY [ 12 14 - - 1 - 93 -
b0.05-36 Men's ang bov's jersevs etc of cotton  NFR Bii. Agreesent/ANNEY 1 e 139 82 - B 3103 -
40,03-41 Jersevs etc of svath, textile fibres 13 Bil. Agreeeent/ANEL [ b4 - H - Wl - 192 -
50.05-43 Hoapn's oiris’ jersews ete of cotton KFA Bil. Apreement/ANNEY 1 1039 k4] 2 - 39 -1 0
40.05-49 Eptton dresces KFR Bil. Agreesent/ANMER [ 10t% =] 73 - 3 3 -] 16
50.05-9¢ futer garaents of cotton L] Bil. Agreement/AHNEY | P57 o LH - 1 1 18% 9
£0.05-99 Quter garments of other textile oat. HFA Bil. Agreeneat/ANNEX 1 875 875 - - - - - -
61.01-25 Irdoor wear of cotton NFA Bil. Agreement/ANNEX 1 1263 14y pil - 68 16 1k
61.01-31 Parkas aroraks etc of cotten HER Bit. Aoreeent/ANNEX 1 405 m - - 18 - - -
51,01-57 Coats and raincoats of san-made fthres  NFA Bil. Agreeeent/BNNEY T E{1S 302 - - - - 9 -
65.91-76 Trousers of nan-sade fibres WF#-quota Bii. Agreesent/AMNEY 11 3480 802 - 1 5% - b Y
81.02-23 Indoor wear of cotten L 17} Bil. Agreesent/ANNEX [ 9% 1970 - - 12 - - L1
51.02-54 Dresses of rottor WFA Bil. Agreesent/AMNEY 1 197 193 - - - - [} -
41.02-72 ‘irousers and siacks of cotton FR-quate Bil. Agreeoent/ANNEK [} Lrid 8t - - - - B 16
41,0382 Stouses and shirt-blowses of rotton L12] Bil. hgreeaent/ANNEY 1 113 104 - 2 2 - § -
51.02-92 Noaen's girls' outer garments of rotton HWFA 8:). kgroement/ANNEYX T 119 1 2 - 1 - 9 b
$5.03-15 Hen's and &ovs' chirts of cotton wFA Bii. Aureesent/ANNEX I 332 32 - - - - - -
41,08-01 Bapies' under parzents of cottan NFA 811, Agreesent/MHNES [ 953 374 - - m - - -
6L.8%-30 Brassieres Fh=quota Bit. Agreesent/ANNEX 11 Bag %8 - ] - 92 -
47.02-13 £otton bed liner containing no flax NFA-quota Bil. Agreement/RUNEX [} &Il J187 3 - e - H -
$2.92-19 Bed Yinen of text pat siher thap colton MFA-nuota Bil. Agreesent/MOEY 11 202 - - - - - -
42.02-42 Cotien tadle linen coataimring no flax  WFR-quata Bil. Aqraeeent/AMNEX E3 i3 95 - - t - q 30
42,0546 Printed cotton table linen WFA-quota Bil. Agreament/BNNEY 13 3I/F aMeS 3 - 4B - - 37
52.02-65 Yahle linen of text mat oth than cotten NKFA-quate Bil. Aureeaent/BHNEK I3 28 H: [ & - 3 - &2 ib
52.02-7¢ Toilet & kitchen Jinen of terrv toweling NFA-quota Bil. Moreeaent/ANNEX 11 3347 10202 §84 N} 116 1%L 105 la9
£2.63-7¢ {§ther cattoe toilet and kitchen linen KFR-quota Bil. Agrecaent/ANNEX E] 851 624 22 - 13 &0 9 34
62,02-8% Curtains & other furnish art of cotton  NFA 3il. Aoreement/ANNEX [ 137 120 - - - - - 17
£2.63-98  Kew sacks and bags of text eat NFA Fit. Aoreepent/HNEX 1 102 - - - - - - 2
42.04-29 Cagoing gands/ woven HFA Bil. Agreesent/ANMEX L 208 & iBY 4 2 - - 7
£2,05-99  Other nade-up text art H.E.5. NF4 Bil. Aoreesent/ANNEY ] 435 93 - - - - M 3
84.42-37 Leather Focteear for wegen undertakings fexport tar) &L 327 of H.}J.z?ﬂl 97 758 1865 - 54 - 12 119
44,02-38 Leather footwear éor woner undertakings {expart taxl O L 327 of i4.11.1981 L&T99 1442 143 L 384 7 13E% 700
64.32-4%  Leather footwear far wosen wndertakings Iexport tan) 03 £ 327 ot [0.11.1981 18926 WM @A LI :F - 1414 823
&4,67-54  Leather Feotwear for whoen undertakings {exagrt ta:} 0d | 327 of §4,10.1988 3038 W o 2040 H LL - AT U]
44.02-5% Leather Footwear for mesen uadertakings iexpert tax) 03 L 327 of (4104981 16718 1218 M3 12 i - 13K shd
13.01-23 Hematite piv and cast iren ECEC arrangenent Rull .EC-4/83 point 2.2.8 26363 “WH 129 BLM 1121 134 L2L6 -
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Table ¥.12 (Continuation}

EC TRADE RESTRICTICNS AFFECTING EMPDRTS FRON FRAIIL YN L984. af

1982 Teports from Brazil (1000 ECW)

tiiKEXE Description Tyne of restriction Sburce
Eur-10  Gere fran [taly Neth Bel/l i Other
13.01-27 Heaatite pig and cast iren ECSC arrangesent Bull.EC-4/63 point 2.2.8 21448 2228 - L b 1] - T -
73.07-12 Rolled bleoas and biilets hasic inport orice 0d L 372 of 29.12,1981 iog2 1082 - - - - - -
73.07-21 Roiled slabs and cheet bars basic impart price 0 L 372 of 29.17.198% 3304 - - - - - 3304 -
73.08-03 1ron and steel coils for reroliing definiie sntidvaping dutw 03 L 210 of 2.8.1983 170 - - 5% - - - -
73.08-05 lrop and cteel coils for rercliing definite anti-dumping duty 6) L 210 of 2.5.1983 34 82 - 179 - - 1383 -
73.08-07 iron ard steel coils for reroliing definite anti-dusping duty 03 L 250 of 2.9.1963 T3 372 - 515 - - 12 -
73.08-21 Iron and steel coils for reralling definite anti-dusping cuty 0J L 210 of 2.8.1983 231 3051 - I8 UL BT BT §
73.08-25 Iron and steel coils for rerolling definite anti-dueping dutv 03 L 210 of 2.8.1983 10326 6850 - %3 - 22 ed 472
73.48-29 Iron and steel caiks for rerplling definite anti-dueping duty 0J L 2i¢ of 2.8,1983 13397 1974 - MW - 3 N2 21
73.08-41 Iron and steel coils for reroiling definite anti-dusping duty 03 L 210 of 2.8.1983 T4 262 - 1% - 93 I 1
73,06-43 Iron and steel coils for rerolling definite anti-gusping duty 6J L 210 of 2.B.1983 955 3 - 13 - i b 342
T3.10-L1 Wire rod basic taport price D L 372 of 29.12.19B% 1461 4 - - - - M7 -
73.§9-1k Bars and rads basic import price B3 L 372 of 19.12.1981 35k 356 - - - - - -
73.13-19 Plates and sheets »4.7% as thick definite anti-duaping dutv 03 L 128 of 20.5.5983 28263 25355 EEE ¢ § N1 I £ - 1515
73.13-23 Plates and sheets >3 ma thick definite anti-dusping duly B L 128 of 20,5,1983 iNE 38 - - - o8 - m
73.13-26 Plates and sheets (3 pa thick hasie import price 0¥ L 372 of 29.12.198) t728 1615 - - - - - K3
73.13-83 Plates and sheets (3 aa thick definite anti-dusping duty BJ L 312 of 9.11, 9962 8003 3989 g5 - - 48 1078 803
73.13-45 Plites and sheets {7 am thirk definite anti-dunping duty 0F L 317 of 9.11. 1982 22087 14008 383 - - 3 4138 3508
73.13-47 Plates and sheets {1 pa thick definite anti-dueping duty 0J L 31Z of 9.1t.1982 9331 ez 204 - - - 2998 547
73.13-89 Plstes and sheets (6.5 ng thick definite anti-dusping duty bF L 312 of 9.11.1992 &45 n -~ 075 - - - -
73.13-72 Sheets and piates basic ieport price B L 372 of 29.12.1981 12077 12077 - - - - - -
13.20-3¢ Tuhes & pipes af salleable cast iran price wadertakings 01 L 145 of 3.5.198) 2942 952 P54 1424 - - - -
3.73-23 WMire rad of stainless or allav steel kasic inport price 04 L 377 of 29.12.1981 i 200 - - - - - -
73.73-33 Bars rugs of stainless or allov steel basic isport price 0F L 372 of 29.12.1991 4476 178 - - W47 a4 §03 4
73.73-39 Bars rods of alloy sieel basic imgart price 8 L 372 of 29.12.1981 2595 L3sd - - il - 12 -
92.01-t0 Shovels initiation antideap. proceed. 02 C 348 of 20.12.1983 188 188 - - - - - -
Totel ¢ 258 tariff lines} 1925122 356496 417050 144304 145899 91406 116732 352114

a/ Taritt lines with iaport value of less than 100000 ECU are spt shows in the table.



VI - CONCLUSIONS

l. Latin America as a region has a low priority in EC trade
policy. In 1980 only 3% of extra-EC exports --in value terms--
were sghipped to the member countries aof ALARI, while Africa,
which receives a higher prigrity in EC policy because of
geopolitical motives, absorbed 14% of EC exports. CLommunity
exports to the meaber caountries of the Association of South-East
Asian Nations {ASEAN) are alnost as large as thase to Latin
America as a whole (the vaiue of total imports of the AGEAN
countries is only half that of developing Americal), while exports
to the African Caribbean and Pacific (ACP) countries are one and
a4 half times those to Latin America.

2. The low priority that Latin America receives in the EC's
trade policy is reflected in its disadvantageous position in the
complex system of external trade relations of the EC. The
Coamunity maintains free trade agreements or preferential trade
and coeperation agreements with EFTA countries, Spain arnrd
Portugal, the Maghreb, Hashreq countries and other Mediterranean
countries, and ACP countries. As a GSP country, Brazil receives
preferential treatment vis-a-vis only two groups af countries:
OECE countries outside Europe and state trading econamies. It
cannot be expected that Brazil's position will improve, as apart
from geopolitical and ecanomic motives, EC policy --supported by
the Econgmic and Social Committee and interest groups-- tends to
differentiate amonrg developing countries aon the basis of their
level of economic development. In the long run, graduation and
recipracity demands vis-a-vis Brazil and other middie income
countries ia Latin America will increase, especially when their
balance-of-payments situwation improves. In the case of Brazil,
the 1large trade deficit of the EC with this country will be an
additional motive for Cosmunity pressure to open ug the Brazilian
market to EC exports.

3. Frotectionist pressures in the EC will persist unabated
in the near future. Unemployment will remain a social problem of
the first order for at least the remainder of this decade, as the
present recavery will be insufficient for a significant decrease
in unemplayment levels. Furthermore, the international
campetitiveness at Eurcpean industry vis-a-vis its main
competitors needs ta be further impreved, while at the same time
large segments of European indestry are going throwgh a process
of restructuring and it is dopubtful whether this can be brought
to a succesful caonclusion without caatinued government support in
many fields (including net only iadustrial aid programmes but
principally industrial and trade palicies, which among other
goals, aim at & shift in the distribution of value added 1in
favour of capital resureratiaoni.

4. At the moment there is oniy mild oppositiaon to specific
protectionist wmeasures in Europe, The traditional free trade
ideology is still influential, but faces a powerful lobby when
specific products are in question. Only in the case of textiles,
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interest groups, namely consumer grganizations, have requested
more or less systematically the easing of protectionist measures,
principally because of the anti-inflationary impact of low-priced
imparts. These organizations are, however, the weakest lobbyists
surrounding the Eurcpean Commission. A more powerful ally of
Brazilian exporters to the EC could be sought in EC export
circles, especially among thase companies which would benefit
most from a more open world trading system. Import restrictions
in Brazil itself, bhowever, reduce the attractiveness of the
Brazilian market for European exporters.

5. The composition af Brazilian exports to the EC goes a
long way in explaining Community protectionisa against it.
Selectivity in protectionism is mainly product specific, not
country specific.

6. Agricultural exports still dominate Brazil's exports to
the Commaon Market. Temperate zone products, whichk are the
cornerstone of the Common Agricultural Policy account for only a
small share of Brazil's exports ta the EL. Restrictive import
practices under CAP are therefore pf limited importance. This may
change, however, with the accession nf Spain and Portugal to the
EC, when the scope of CAP will be extended to provide more
pratection to subtrapical products., However, the impact of CAP on
valume and prices of world trade in agricultural products
seriously affects Brazil's export possibilities. Restitutions an
EC exports af sugar provoked open Brazil-EC trade eonflict in
GATT in 1978.

7. The share af manufactured products in Brazilian exports
to the Comson Market (around 20% in 1983) is relatively modest as
compared to other NICs, especially those in A@sia, Furthereore,
these exparts have achieved a relatively high ‘level of
diversification, thereby removing a major cause of selective
protectionism.

8. However, two characteristics of Brazil’'s esports to the
EC sight contribute to protecticnist pressures. In the first
place, exports te the EC are often heavily concentrated in a
single national market. With respect ta EC imports originating in
Brazil]l aond subject to restrictive trade measures, Germany ahksarbs
33% of the iran and steel products (75% of plates and sheets
subject to definite antidumping duties) and 44% of tha MFA
articies, while the United Kithgdom accounts for 71% of the EC
imparts af ladies leather footwear. In the second place, exports
to the EC are sometimes irregular and influenced by the market
access that Brazil enjoys to ather markets, especially the United
States f{e.g., in the case of foctwear and zoma iron and steel
products).

9. The trade weighted average impert guty levied an EC
imports from Brazil in 1980 was, in principle, 2.&% {extluding
agrictultural products subject to variable levies and components).
In practice this rate was sumewhat higher, as imports of a series
af articles eligible for GSF were atcorded MFN treatmeat, because
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of quota and ceiling limitations.

1. The trade weighted average impart duty on agriculturat
products imported into the EC from Brazil was 4.4%. Agricultural
products eligible for GSP treatment faced an average 6SP rate of
10%. With respect to agricultural products, Brazil, which has
only G85P status, is in a disadvaptageous position vis-a-vis CAF
countries, which receive larger tariff greferences.

11. The average import duty on industrial products is very
low. The average MFN rate levied on tndustrial articles eligible
focr GSF  treatment, weighted accerding to the structure of EC
imports originating ia Brazil, was 9.8% in 1780. This figure
indicates the potential tariff preference that Brazil enjoys vis-
a-vis countries receiving MFN treatment. In practice the tariff
margin is lower, because Brazil receives HFN treztment fof some
GSP articles when quotas and ceiliangs are exceeded.

12, £C trade restrictions affecting Brazil are opriacipally
cf a nontariff nature. In 1987, €C imports originating in Brazil
were classified under 2034 tariff headings at the six digit level
of the NIMEXE classificatien. Nontariff trade barriers in force
at the Community level in 1784 existed with respect to 261 tariff
headings (13%!, of which 210 corresponded to textiles and
clothing affected by MFA restraints.

13. Open trade restrictions in force in 1984 affected 26% of
the value aof EC imports ariginating is Brazil (calculated on the
tasis of 1982 import statisticsl. By commodity groups, trade
restrictions affected 32¥ of the imports of agricultural products
and 26% af the imports of industrial products {(no import
restrictacns were found in the case of mineral products).

14, Restricticns on imports of iadustrial products
ariginating ia Brazil refer principaliy to the ECSL pelicy:
aftfecting iran and steel pgroducts {affecting socme 174 wmillion EEU
in trade) and the bilateral agreement under WFA {affecting some
243 aillion ECU). Unfair trade proceedings, excluding anti-
dumping duties impesed on imports of iron and steel p-aducts,
affect a relatively small value of EC imports <4:om Brazil
(representing a 1982 import value of szome 77 million ECUY. In
{985 antidumping duties or iron and steel coils, plates and
sheets will be susnended in return for Brazil’'s acceptance of 3
rectrictive bilateral agreement eon iron and steel products.
Unrair trade proceedings were terminated with price undertakings
in the case of foatwear, pipes ard tubes and hardboard.
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