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At its sitting of 7 July 1983, the Europeén Parliament referred to
the Committee on External Economic Relations the motion for a resoLdtioa
tabled by Mr PESMAZOGLOU pursuant to Rule 47 of the Rules of Procedure n\
on the economic importance of the'so-qglted “newly industrialised \
countries" (Doc. 1-557/83). - \ !

" At its meeting of 28 September 1983, the Committee appo1nted ‘ ',
Sir Jack STEWART- CLARK, rapporteur. '

It considered the draft report at its meetings of 21/23, 28/29 February
1984. At the Last meet1ng it adopted the motion for a resotut1on as a

whole unan1mously, u1th one abstent1on.

The foltouing took part in the vote: Sir Fred CATHERWOOD, Chairman;
Mrs wIECZORECK-ZEUL; Vice-Chairman; Mr van AERSSEN, Vice Chairman;
Dr ‘SEAL, Vice-Chairﬁan; Sir Jack STEWART-CLARK, rapporteur; Mrs BADUEL -
GLORIOSO; Mr BLUMENFELD; Miss_HOOPER; Mr PESMAZOGLOU; Mr RADOUX;
Mr RIEGER; Mr SPENCER; Mr RIVIEREZ;' Mr ZIAGAS. '

This report was tabled on 8 March 1984.

The deadlinelfor.theJtabting of amendments to this. report appears in
the draft agenda for the,paét-session at which it will be debated.
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A.

The Committee on External Economic Relations hereby submits to the European
Parliament the following motion for a resolution together with explanatory statement:

MOTION FOR A RESOLUTION

The European Parliament,

- having regard to the motion for a resolution tabled by Mr PESMAZOGLOU
(poc. 1-557/83),

- having regard to the report of the Committee on External Economic Relations
(Doc. 1-1546/83),

- defining the Newly Industrialised Countries for the purpose of this report
as the Republic of Korea, Taiwan, Hong Kong and Singapore from Asia and

Brazil and Mexico from Latin America,

considering that the international trading system under the pressures of
recession and mounting unemploymenf is in danger of becoming less open and less
Liberal; ‘ ' .
recognisiﬁg the dangers: inherent in a policy which advocates free and
open trading at times of economic prosperity but which falls back on protective

measures during recession;

recognising that unemployment in the industrialised countries has resulted
as much from a Lack of competitivity and low productivity among companies in '
these countries, as from increasing imports - but also recognises that raising

productivity may also imply further job Losses in the short tern;

believing that increasing and unquestioning protectionism, while offering
the prospect of short-term relief from the effects of competitive imports from
the N.I.C.s, is harmful in the longer term to the economic and social well-

being of the countries of the European Community;
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aware, on the one hand, that the share of manufactured goods imported
by the EEC is approximately 80 % from the A.I.C.s but only 5 X from the Asian
N.I.C.s and 3 % from the Latin American N.I.C.s but, on the other hand, that '

" these imports are in labour-intensive sectors;

noting, however, that the major beneficiaries of G.S.P. were the six N.I.C.s
in this report and that in 1980/81 they accounted for S0 % of all OECD imports

made under this scheme;

aware that the economic and industrial expansion of not only the Newly
Industrialised Countries but also of the emerging developing countries can

improve the exporting prospects of the industriatisad countries;

recognising that this expansion involves a shift of industrial sectors
from the industrialised countries to the N.I.C.s and in turn from the N.I.C.s
to the Emerging Industrialised Countries; believing that this need not
necessarily be to the detriment of the Community, provided that the following

measures are taken:

(a) to improve the competitivity of its traditional industries by
adequate investment in research_and development and by modernisation that

will increase productivity,

(b) by encouréging the transfer of resources to knowledge-intensive

industries and services,
(¢} by active job creation policies;

accepting the right of the countries of the Community not only to preserve

but to develop and modernise their strategic industries;

accepting that it is reasonable for the Emerging Industrialised Countries
to accord a measure of temporary protection to their developing industries, as
is indeed recognised by the fact that preferences given by the Advanced
Industrialised Countries under the GSP do not have to be reciprocated by the
developing countries;
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recognising, however, that there are wide divergences between the
Newly Industrialised Countries, both in their levels of economic and
industrial development and ih the degree to which their markets are open
to exports from the Community, and that certain Newly Industrialised
Countries are now in a position to accept progressively their full res-
ponsibilities as equal trading partners with the Advanced Industrialised

Countries;

stressing the difference between fair but competitive trading based
on Lower manufacturing costs in the N.I.C.s and unfair trading based on

heavily subsidised exports, counterfeiting products, breaches of copyright

_and trade marks and repressive labour practices;

recognising that the rules and provisions established by the ILO

provide one of the means of ensuring fair and competitive trade;

recognising the acute problems being experienced by the Latin

"American N.I.C.s in servicing, let alone repaying, their overseas debts;

recognising the political importance of the Newly-Industrialised
Countries and the need to reinforce democratic principles and trade union

rights in these countries;

Considers that there is no common reason for permanently maintaining
the N.I.C.s as full beneficiaries of the GSP and that, beyond a certain
level of development, they should take on the status and responsibilities

of a fully developed country;

Calls on the Commission of the European Economic Communities in close
consultation with the European Parliament to develop criteria which QiLl
enable the identification of those Newly Industrialised Countries which
are ready fo graduate to developed status; to do this by an intensive
dialogue with the N.I.C.s:themselves and by exploring with GATT, OECD,

IMF and the World Bank means of easing the transition of these countries
to fully developed status;

Stresses that the way forward to improving trade with the N.I.C.s is
one in which mutual growth in production and employment is encouraged,
rather than restrictions; this entails embarking on an actively competi-

tive approach to our competitors abroad including the N.I.C.s and the pro-
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10.

vision of incentive schemes and credit facilities to those manufacturers
and trading houses which can develop good products and can thereby

responsibly increase the Communities' trade abroad;

Believes that by giving too much protection to traditionaL Labour-
intensive industries against imports from the N.I.C.s,.fhere is the risk
of déLaying modernisation of those industries to their ultimate detriment
in trading.competitivety;( points to the fact that such protection can

divert funds and so delay transfer into knowledge-intensive industries;

Recognises that it is the larger and declining industries which are

_tabour-intensive ard situated in depressed areas which would exert more

pressure for protectionism, therefore considers that the Community and

‘Member States must step up regional deveLopment‘poLicies, in particular

as regards job creation schemes, so as to offset this pressure;

Considers that, where defensive policies are embarked upon by the
EEC, these fiust be transparent since this will help to prevent powerful
self-interest groups from infLuehcing them to the detriment of the

general interest;

Points out that the.regulations involved in managed tradg'inevitabLy
Lead to evasion and malpractice, for example the profit made by middlemen
who buy in earlier in the vear at subsidiéed prices but se[t Later in the

year on the basis of unsubsidised prices once a guota has been exhausted;

Asks the Newly-Industriatised Countries with substantially.protected
home markets to recognise that, in the best interests of all parties, it

would be more desirable for them to break down their own tariff barriers

rather than risk new barriers being erected against them by the industrialised

countries;

Recommends that the Newly Industrialised Countries pursue a policy
of diversification into a broader field of consumer goods, intermediate

products and compornents where opportunities will abound;

Recommends that the Newly Industrialised countries widen the markets
into which they are selling in the recognition that the greater penetration
into the EEC, the more tLikelihood there witl be of prdtectiohjst forces

having their way;
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1.

12.

13.

14.

15.

16.

17.

18.

19.

Recommends that the Generalised System of Preference should

‘be widened in scope to benefit the emergent industrialised countries-

and the poorer countries of the world and believes that the principle
that should prevail is that the lower the development of a country,
the more it should benefit from the GSP; ' ’

Consequently, recommends that the extent of benefit should be
increased to include individual and groups of Emerging Industrialised
Countries and the poorer countries of the world, at the same time as

graduating the benefité of the GSP for the N.Il.C.s;
Wishes to see a more equitable sharing of the burden of the
systems of generalised preference amongst all the industrialised

countries;

Requests the Newly Industrialised Countries to consider setting

up their own Generalised System of Preferénces with respect to their own

deatings with the Emerging Industrialised Countries;

Points out that gquantative quotas will often encourage the
N.I.C.s to produce higher quality products which in turn will create
competitive préssures; as an example, Hong Kong, by upgrading its

quality in clothing products, is becoming a new world fashion centre;

Calls on all the Newly-Industrialised countries to join the
ILO and in any case to take full account of the principle points of

the rules and provisions established by the ILO;

‘Urges the Commission to ensure that banks and export credit
organisations are providing loan agreements and export fimancing with
a minimum of delay, particularly to ensure an efficient servicing of

capital prospects;

Cautions against the increasing practice of providing subsidised

credit to industries in world surplus capacity;

Believes that benefits will accrue both to member countries of
the EEC and to the N.I.C.s if encourigement is given to the education

and technical training of studehts and young managers from the N.I.C.s;
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20.

21.

Building upon this resolution and making use of O0ECD and other
services, requests the Commission te complete, no later than end of
1985, a survey of the Community's economic relations Wwith the Newly-
Industrialised and emerging industrialised countries of Asia and

Latin America. This survey should cover, inter alia:
(a) the problems that are being created by a rising volume of
exports from Newly Industrialised Countries, but in the context of

the EEC's overall trade and rising exports to those countries;

(b) the problems that are being created for identical European

industries by the concentration of exports from the Newly Industrialised

Countries into a narrow range of specislised produgts;

(¢) the extent to which protection of these industries is to their
short- and Long-term benefit and to overall Community industrial and

trading development and to consumers;

(d) the extent to which exports of the N.I.C.s consist of goods
produced by subsidiaries of foreign-based companies (including those
of the EEC);

(e) the iﬁpact which the economic development of the N.I.C.s has on

employment and on wages and working conditions in these countries;
The Commission, upon the completion of this survey, should make
a series of policy recommendations for submission to the European

Pariiament.

Instructs its President to forward this resolution to the

"Commission and Council.
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B. ‘
EXPLANATORY STATEMENT

The Newly IndustriaLising,cOuhtries

Desp{te the operation of GATT and progressive reductions of tériffs,
the current world recession has weakened the international trading
system. Today, it is becoming lessAopen and less liberal. It is
becoming more protectionist and more nationalistic due to the con-
tinuing and heavy pressure on Governments from industrialists, trades
unionist and other groups in each country of the developed world.
Consequently, the use of both tariff and non-fariff barriers against
imports is increasing. Restrictions to existing free trading schemes
are often being applied in an ad hoc manner with the resbtt that
international trade is becoming increasingly less free and more
regulated.

It is a widely held view in the Advanced Industrialised countries (AICs)

that the Newly Industrialised countries (NICs) are posing a threat to

their industries. fhis they are doing by a combination of factors which
inﬁLude low wages, high subsidies and with some exceptions protection of their
internal markets. There is consequent damage to the home markets of the

AICs and a destablisation in world markets.

On the other side the NICs see their hopes of increased access to the
markets of the AICs being frustrated as a result of the adoption of
restrictive measures against them and an unwillingness on the part of

the AICs to shift production of internationally uncompetitive products

into those areas where the industrialised countries would have a comparative
advantage. They see the AICs embarking on a proliferation of protectionist
measures tailored to the needs of special sectors such as textiles, clothing,
footwear, steel, automobiles and agricultural products to such an extent

that "exceptions' now constitute the bulk of international trade.

It is the purpose of this report to examine this situation, to assess the

merits of their claims and to make recommendations.

- 11 -
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OECD have identified eleven NICs.. Thej are South Korea, Taiwan,
Singapore and Hong Kong in Asia, Brazil and Mexico in South A&ericé
and Greece, Portugal, Spain and YngSlavia in Europe. This'report
will concentrate on the Asian and South Américan NICé but mainly the
former. Those from Europe havé a different set of circumstances and
wilL remain qutsidé the remit of this regort.

The NICs have certain factors in comon. They show a fast growth in
their industry, théy have a rapidly expanding export market in -
manufactured goods and they énjoy a rising GNP which‘is, in most cases,
nearer to the industrialised countries than to the ave?ége‘of the
'devetoping countries. In the casé of the Asian NICs, they each share

a perception of a potential threat'froﬁ a larger neighbouring'country.
These countries also have a Sinic culture. Théy wéfk hard and readily
accept discipline. '

The NICs qo, however, have a greaf deal which is not common. Their land
areas, population, natural resources, income her'head, political system,
attitude to free trade, degrée of‘nétionat solvency, etc., vary enormbusLy
one from theé other.

The following table shows the extent of this diversity:
) COMPARATIVE - STATISTICS o

SOUTH KOHEA TATWAN HONG KONG SINGAPORE .  BRAZIL MEXICO
[ - | A i [
Populntion In Militons ) 39.0 | 9.0 ¢ 5.1 2.4 i 123.0 | 72.0
L’and Ares in QUO Sg. Klme. ' . 1 98 I 56 . { 1.1 0.6 | 8,512 1,973
Capltal City SEOUL ' © TAIPEI 1' VICTORIA ’ sznckpons BRASILIA MEXICO CITY
| i cITy . .
Literacy . ' | 93% { - { 77% 69% 76% 82%
Dennity in 1980: Pernons Per 5q. Klm. . ‘ 379 lf a77 || 4,607 4,023 14.5 36.5
G.D.P. Growth Rate 1378-79 IE 10.3% E 29.8% i - '  B.a% ! 8.7% 5.1%
G.N.P. Per Head 1980 f.1,800 { oo I - E 4,361 | 1,863 2,317
G.N.P. in § Billion: 1980 E 97.7 f : - ! - - I 229 i 167
Currency E WON | NEWTAIWAN § |  H.K. § SING. ; CRUZEIRO i PESO
Exchange Rate to U.5.$ b 683 = 38 : - 2.1 Y-} 26.6
Current ;tccount: Surplus/Deficit Billlon.li‘: 1980/81{ - 4,700 |I - 965 { - 9%0 - 1,579 - 10,600 - 11.5
Reserves Million $: 1980/81E 6,541 . R I - I 6,652 6,602 | 2,832
Mefchandiser. Imports Million $: 1981 | 24,105 20,421 1 22,367 22,392 ) 25,002 (BO} | 18,705
Merchandise Exports Milllon $: 1981 ! 20,850 22,284 21,941 '1a,o7o 20,132 (BO} | 16,210
Annual Imports % Change in Current $ ‘ % 79/78 80/77 79/78 80/77 | 79/78 80/77| 79/78 8O/77| 79/78 BO/79 79}78 80/79
Annual Importa: from World { 6% 9.5% 3l ' 3% 27% 31% 35% 36% 31% | l 29% 60X 62%
Annual Imports from Industrial Countries ' | 29% - 6.9% 29% 23% 25% 25% IT% T 38% 14% 20% 56% 61%
Annual lmpdx;ts i’rqm oil .Expo.rt'ing Countries % 4% 56.0% I3'7$ 70% 81% 31% 34% 41% 48% 45% 70? - 9.5%
I

- $ |
94% 15.1%  hex aix  2ex 3% 3% ax | ox 2w | 7™ 28.0%

-2~ BE FE.007/Rlfie. - - -

Annual Imports from Other Developing Countries




Areas_and Location of Manufacture

There is a continuing and progressive shift in products from the
AICs through the NICs to the EICs and other developing countries.
The 1960s and 1970s saw a move of textiles, clothing and footwear
away from the industrialised countries to the NICs and now there is
a further move of these self-same products into the developing
countries. In turn, it is now the NICs who are taking over much of
the business done in electrical goods, in shipbuilding and in steel
where Low to medium technology is needed, but where a good cheap
Labour force can give them a competitive edge over the more
expensive AICs.- However, in some cases the industrialised countries
have been abLe to retain and even to bring back the manufacture of
products in competition to the NICs by virtue of high investment in

plants modernisation and automation.

i e e e o B

There is a parangl to Japan in.the current development of NICs
such as Korea and Taihan. The two latter countries are ﬁust
emerging from a period such as was witnessed in Japan in the late
1950s and early 1960s, with the growth of new and powerful industry
groups, based on lLow wage costs; large scale investment and increasingly
sophisticated products. Growing prosperity has brought higher

living standards as a result of significant wage increases.

Countries such as Korea and Taiwan are largely dependent, Llike Japan,
for raw materials and energy on imports. The pressure on NICs to
increase their competitivity became greater with the two oil price
shocks with slower worid trading and with greater instability in the
world economy. O0il price increases led to a greater need for some
NICs, notably South Korea and Taiwan to export to maintain balance of
payments. Slow growth in their economies at home also gave a further

incentive for them to export.

However, as the following table illustrates, the Asian NICs are still
much smaller in trading size than Japan. They are also dependent to
a high degree on foreign investment.

\
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BALANCE OF PAYMENTS IN 1982
in MIO US Dollars

Merchandise Balance on
Exports f.o.b. [Imports f.o.b. | Current Account
SOUTH KCREA 20891 . 23507 - 2679
TAIWAN 21776 . 18130 + 2248
HING XONG 19553 21933 ‘ + 962
STNGAPORE B e 26349 - 1279
o 81597 89919 | - 78
BRAZIL 20189 19400 16333
MEXICO 21433 14400 : - 2777
ToTAL sIC 123219 - 123719 i -19838
MALAYSIA 11974 12640 A - 3443
THAILAND 6824 7676 - 1144
PHILIPPINES 5019 664 ~ 3356
moonesza (1) 23300 16553 : - 1220
ToTAL 4717 44533 B
£.c. 550211 1 sormue ~10083
u.s. 211516 ' 248228 ~ 8297
IAPAN 138105 119749 + 703%
ToTAL 939832 959323 | ~11346

SCURCE: CRONOS-ZPVD, EUROSTAT
Balance of Payments, EUROSTAT
Balance of Payments STatistics, Yearbook, Part 1, 1982, IMF
Central Bank of Taiwan
1983 Economic Prospects by H.K. Goverrment
(1) 1981

The NICs succeeded in raising the rates of increase in capital formation
throughout the 1970s in sharp contrast to the AICs. These high rates of
investment altowed the NICs to.improve productivity which increased their
competitiveness. In turn this has 'enabled a strong growth in exports to
take place and led to these countries becoming highly attractive as centres
of cffshore manufacturing bases for foreign companies. Oirect foreign
investment has undoubtedly helped to accelerate the changing balance of

power between the industrialised and the more rapidly growing NICs.

However, the benefits which fareign companies have gained through
their share in the exports of the MICs have, in many éases, been
outweighed by the growth of independent companies in these countries
which have 6ften received relativély mdre favouraole treatment from

their Governments.

4. 0Qther Factors

Other imoortant factors which nave influenced the development éf
21Cs particularly those of South-East Asia are:
3) Clearly defined govermment qoals for industrialisation
D) A high gegrwe of political stability
- 14 -
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¢} An adaptablé and productive workforce in aburvdant suoply
d Encouragenéhf and availability of entrepreneurs

The next stétément shows that with the notable exception of
Taiwan and to a tesser degree Hong Kong, NICs under consideration
trade at a loss on‘burrent account, any apparent surplus on trade

being turned into deficit by interest repayments.

Trade_with_the EEC

The overall share of the NICs in Community trade is not large
(See tables following this section). However, this picturé
conceals the fact that there ista'concentration of exports into -
certain narrow product areas. It is this which has caused recent
friction_between the EEC and the NICs.

South Korean trade has increased in the last 20 years from a

negligible flow in the 1960s to 0.8% of total European Community

imports from third countries in 1982, worth US § 2353m. Principal -exports to
Europe aré'textites,'cLothing and footwear, transport equipment

and electrical goods. The US $ 1270 of'Eurépean exports to

South Korea in 1982 consisted mainly of industrial goods and some

consumer items.

Taiwanese trade has experienced a similar dramatic growth during the
past 20 years. Imﬁorts into the EEC were worth just over US $2500m
in 1982, being made up of c[othing, wood manufactures, electrical
machinery_and consumer'goods, travel goods and toys and sports -
requisites. The US $ 1401m exported to Taiwan by the EEC was
accounted for chiefly by transpoft equipment, electrical machinery

and. chemicals.

. 0f all the NICs, trade with Hong Kong is the largest and has

consistently represented at least 1.2% of both total European
Commuhity imports and exports over the past 20 years. Imports
~from Hong Kong are still mainly clothes and consumer goods

especially electronic goods.
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Exports are wicely spread over.the whole range of industrial

© supplies, transport equipment, macninery ang consumer goods.

Singapare i1s tn2 waly @fc unger discussion to taxe more from A
tné European Ccmmunity (1982 US & 1125) than it exports.

Major impOfts from Europe are macninery,
transport gauicment and manufactured goods in general. ~Exdorts

inclucde =lectronic goods, chemicals and rubber.

. Manufactured excorts accounted tor 45% of Brazilian and one-third ¢t

Mexican total excerts in 1980. Despite this, nowever, exports to

the EEC nave cesn primariky in food and beverages and raw materials

ana imported gooas have consisted of industrial supplies, macninery

anc transsort eauipment from Europe 'to Mzxico and 3razil. Mexican

trece in 1982 was approximately US $2400 in each direction out

8razil which nas exparted consistently more tnan it has importea from

_ Eurcoe faor tne Last 20 years, exported US $5995m to E.C. in 1932,
or 1.9% of total European Community imports from third countries.

A, EC_SHAPE IN THE TPADE OF THE NICS AND CEATAIN A[CS

- 16 = . PE 88.907/B/fin.

E % SMASE OF TITAL IVPORTS TAVIN BY €7 f x sm‘us OF TOTAL EXPORTS TiXFY 3y 5C
70 i 1976 ! 1982 ! 1s70 () 1976 | 1982 !
seumn xcses ! ' 10.5 | RS S B N i 7.7 S o150 | 126
avunn | 8.3 & 0.6 | s 9.8 | 116 ,! 1.5 @
P 182 120 1 12,00 i 21.3 2.0 . 7.2
siuzirens 5.6 10.9 . 10.3 . 15.6 | 14.9 9.3
s 23.1 173 12 193§ 21.0 14.5
E Teatian 22.6 2. ;’ 1.2 183 E 21.9 - | 2420
i purLrpIns { 15.5 1 1241 1 10.5 I 7.5 ‘ 19.0 | 13.9 |
| comesia ; 216 1 2.3 | 18.3 b otas | 73 1 a5
BRAZIL ome ? 26 0 W9 W6 . . 29
MEXICO 199 w3 . N8 62 . 88 1.1
ARGENTINA 30.8 27.4 230 467 : 33.2 21.8
M B9 . - — !
SOURCE: Directory of Trade Statistics, Yearbook 1983 and Anrual 1970-1976, IMF



BALANCE QF TRADE

8, E.C. uio us.DOLLARS
T T
‘ rwt'm NAMED COUNTRY | 1963 1970 L974 i 1979 1981 Loa2
TOTAL EC - EXTRA | - 5747 - - 523 - 22039 | - 30097 - 41467 - 34273
i 1
soan -8 - 508 - 218 | - 7795 - 11834 - 11407
v.5.4. - 2974 - 3062 - 5565 I - 1232 - 13862 - 70701
SOUTH KOREA { 26 96 - 223 | -~ 610 - 1360 - 108
T - - 8 - |- %0 - 1284 - M35
HONG KONG f - 2 - 8 - 618 1= 1401 - 13N - 946
SINGAPORE N 196 wr ! 503 856 1125
1
TOTAL ASTAN NIC +7 121 182 -__5% ! - 2658 - 3179 - 2040
AmazIL I - 153 - %5 %0 |- 178 - 3003 - 3518
NEXICO | 33 345 69 | 1506 1369 - 3%
ToTAL NIC ! 1 162 553 | - 2935 - 4813 - 5592
| |
MALAYSIA |~ 6 - 128 - 40h | - 165 - 435 - 438
THAILAYD 62 103 Cor - 30 - 63 - 86
PHILIPPINES f - 7 113 86 |- 151 - 274 - 216
MOONES 1A ! 21 - 3 215 1 - 3% 99 1650
rotaL £1c | 15 55 4 | - 2051 - 3% 130
cuncy, | SPEcial Number of Monthly External Trade Bulletin, 1958~1982, EUROSTAT
¢ E.C. IMPORTS (C.i.f.)
g;:l::;:"c i 1963 . .1970 . 1974 i 1979 1981 1982
TOTAL EC - EXTRA 133620  100% 59839  100% |1555152 100% | 300642 100% |339180  100% [314944 100%
I ‘ T . -
Iapan | 524 1.6 | 1900 3.2 5461 3.5 | 14185 4.7 | 18081 5.3 | 17587 < 5.6
U.S.AL | 6774 20.7 {12476 20.8 24645 15.8 | 46372 15.6 | 55359 16.3 | 52739 16.8
soumi xoreA |6 00 | 5 0d 549 0.4 | 233 0.8 | 210 08 | 2353 08
| Tazuan |23 0. W 0.2 750 0.5 | 2273 0.8 | 2876 0.9 | 253 0.8 -
HONG KONG L 269 0.8 611 1.0 1516 1.0 | 3975 1.3 | 4318 1.3 | 3927 1.3
SINGAPOPE | 69 0.2 122 0.2 | 42 03! 1310 0.4 | %E0 0.4 | 1354 0.4
CoromaLastan Nte 367 1.1 9% 1.6 | 337 2.4 | 989 3.0 | 1264 3.3 | 10170 3.2
- | 489 15 |19 1.8 2752 1.8 | 50% 1.7 | S8R 1.7 | 5%95 1.9
HEX1CO I 178 0.5 139 0.2 40 0.3 1 617 0.2 | 2206 0.1 | 452 0.8
| 1
T0TAL NIC 1103 3. | 2166 3.6 6389 4.1+, 15547 5.2 | 19300 5.7 | 1817 5.9
MALAYSTA I 282 0.8 95 0.7 1063 0.7 ! 2316 0.8 | 1959 0.6 | 179 0.6
THATLAND 181 02 [ W 0.2 428 03¢ 139 0.5 | 1046 0.5 | 1705 0.5
PHILIPPINES ' 125 0.4 97 0.2 312 0.2 995 03| 1071 0.3 978 0.3
[rzoNES th L 119 0.4 47 0.4 547 0.4 ' 1497 0.5 | 1279 0.4 | 167 0.4
[_toras Fue D eor 1.8 880 .5 2350 1.5 | 602 2.1 | 5955 1.8 | 5579 1.8

sovce:  Special Number of Monthly External Trade Bulletin, 1958 - 1982, EUROSTAT

- 17 -

PE 88.907 /8/fin.




». E.C. EXPORTS (F.0.b.) tous 3 8 s
TMPORTING 1963 1970 1874 i 1978 1981 1982 }
COUNTRY h !
TOTALEC-EXTRA 127873  100%| 54605 100% | 133114 100%[259383 om [297713 100% | 280671 1un |
' ’ 57 2.1 6180 2.2
Japan | 516 19| 1392 2.6 3/ 2.5 | 630 2.5 | 67 2 8 2.2 |
u.5.A. | 330 13.6 | 9354 171 19100 14.4 | 34569 13.3 | 4197 13.9 (2037 15.0 !
SOUTH KOREA bz o4 155 0.3 R6 0.2 | 1726 0.7 | 1250 0.4 1270 0.5
TAruAN 2 04| e o2 576 04 | 1B 04 123; <1>:,4 ‘1?19.082) ?2 [
: : ! . 29 1.0 | 88 07 ! 257 1.0 | 2% .0 A
atnasrons i VO 32 oo | Gmoor | @3 ow| 7 os 29 0.9 |
I .
rore. asnnic | 488 1.8 | 1118 2.1 2707 2.0 | 7% 2.8 | 727 2.6 8130 2.9 |
i } ' 2829 1.0 2477 0.9
2 3 2| 76 13 MR 2.4 R3O 8D . ;
exico | 211 08| 4% 0.9 | 14 0.8 1 2123 08| B3 1.2 | 2418 09 |
rOTAL NIC | 1035 37| 2328 4.3 633 52 | 1612 49| 14129 48 | 13025 4.6
. MaAvSIA 'l 221 08| 267 0.5 658 0.5 | 1151 0.4 152 0.5 1272 0.5
" tHatLann L3 05| 2uk 05 | 5% 04 | 105 0.4 1009 0.3 858 0.3
FUILIPPINES | 118 0.4 210 0.4 398 0.3 : 84 0.3 97 0.3 762 0.3 ;
INOBNESTA . 140 0.5 214 0.4 762 0.6 , 1102 04| 2259 0.8 2817 1.0 |
rorat E1c Vo2 22| 9% 1.7 235 1.8 | 4151 16| 5589 1.9 | S09 20

sounce: Special Number of Monthly Exterral Trade Bulletin, 1958 - 1982, EUROSTAT

C.

The AICS

The NICS began their rapid growth in the 19460s. At that time most countries

in the EEC were losing market share but were more than compensating for this

In the
Latter half of the 1970s, when the world economy started moving into

in terms of sales and profits by oversll wortd market growth.

stagnation, this loss of market share became more evident and started
exerting pressures on the governments and industries of the AICs.

This situation was exacerbated by an increased variability in exchange
rates and a shortening of product life cycles due to high technology
which helped to make manuracturing export markets increasingly unstable.
The combination of these ractors led in Burope to a marked falling

off in -investment and a reluctance on industry's part to incur~ high
fixed costs in developing new products, training management in new
techniques and building up overseas markets at a time when company
shareholders and the Stock Lxchange were loéking for short-term results
equivalent to those acnieved in the 19uv0s. Thus- inability to act
during tne 19705 came atr precisely the sSane time as an unprecedented

surge of investment and export expansion In many of the NICs.
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Profit margins within the AICs have been affectsd'in many industries
facing competition from the NICs. This has included steel, shipbuilding,
non-ferrous metals, chemicals, consumer electrical goods and electronic
components. Both Korea and Taiwan have become forceful competitors in
these products. In addition exports of textiles, clothing and footwear

from the Asian NICs have caused great difficulties to many European
manufacturers.

It has been concentration in a relatively small number of product areas
which has caused European industry to be so put out by competition from
the Asian NICs. There is a close relationship at industry level
between iﬁport penetration on the one hand and the scale of employment
and profitability on the other. It is also the case that workers
have traditionally enjoyed above average earnings in the steel,
shipbuilding and automobile sectors which have been going through
increasingly hard times because of competition fiom Japan and the
Asian NTCs. Consequently, the social effects of job losses have

all too readily been blamed on these countries and have built up

political pressure for action against them.

The European Commission and OECD have both estimated that growth rates of
around 3.5% will be needed within the EEC to prevent unemployment rising

further. The current average projection for 1984 is for a growth not

~exceeding 2% within the EEC. Consequently, at a time when unemployment

is high in the EEC and rising, there is mounting worry about jobs which
have been lost on account of imports from the Low wage countries and
particularly the NICs. However we believe it is the effects of the
recession, a lack of competitivity and the results of technological

change which are much more significant in causing job Losses.

A combination of factors has caused many Buropean_intefnational

- companies to invest heavily in the NICs. In the first place the

availability of skilled and disciplined workers-at low wage.rates
has made the Asian NICs particularly attraczive to counter both
high manufacturing costs at home and alse tha incrzasing incursion
of Japanese goods into EEC markets. It so i3 to be the case
that market access problems to the Aiis has siimwiatsd the NICs

in attracting investment by intern:ticnal companies in manufacturing
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operations. It has been scen that these companies can often provide
assured outlets for components or "kity" made in the NICs and then

ahipped for fludal asuonbiy {nto 1 lninhied pvuducfa back , in Euwrops

(or the USA/Japan)., Also international companies have much easier

access to markets for finished products made in the NICs,

Singapore in the mid-1970s handled 70% of its exports through international
companies and 30% of its production came from factories owned or controlled

by such companies. International companies handled 40% of the exports of

.Brazil, 30% of those of Korea and Mexico. Conseguently, the degree of

control which international companies have over both manufacturing and
exports of the NICs is by no means negligible and, for the most part, is
beneficial to the NICs as they bring foreign investment and production

know-how to these countries.

We have to ascertain to what extent the increase in competition from
the NICs has been due to their Lower wage costs, inferior working
conditions and Government subsidies and to what extent such conditions
can be considered unfair. Against this we need to ask ourselves to what
extent Europe and the Western world have become uncompetitive due to
profligacy in the 1980s and whether the adjustments being made in the
tate 1970s and early 1980s will be sufficient to compensate for the
increasing competition from the NICs. One needs to answer the vital
question as to whether the growth of the NIls is contributing to an
increase in world trade flows and, if so, whether this justifies
encouragement rather than repression of the growth of their economies

through protectionist measures.

One also needs to recognise that some of the NICs, particularly Korea
and Taiwan, have made use of high import tariff barriers into their
countries in order to protect their so-called infant industries. On
the other hand, countries like Hong Kong and Singapore are virtually
free trade ports and no barriers consequently exist to importers.

We have to ask whether the AICs be penalising the former but tolerating

the latter and if so why?
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F.What_we must do

1. History

After the Second World War, the victorious nations avoided the
'lmistakes made after the First World War, by supporting rather

than penalislng those countries which had been defeated. In

addition, a depresslon such as had resulted after the First

World War was avoided largely by Lhe efforts which were made

to stimulate growth in free trade throubh GATT through the European

steel and coal community and in- Lime by measures introduced by the

World Bank, by the International Monetary Fund and through the GSP

to ﬁelp build up the less developed conntries of the world and thereby

to help increase world trade. Today few would quarrel that it is

the outward Looking growth policy of the past 30 years which has

motivated the remarkable growth which we have seen in world trade

and with it the growing prosper1ty not only of the 1ndustr1al1sed
nations of the world, but also of the NICs.

History. has therefore, taught us that the greater the expanslon

of the newly developing world, the greater will be the opportun1t1es
for the advanced industrial natlpns to build their own exports to
those countries and to earn foreign exchange thereby. Therefore,
‘before embarking on a policy of directly'or indirectly limiting
the growth of the NICs, one needs to_weight carefully in the balance
the consequent loss which would also take.plaée in the advanced
industrial natiohs by that lack of growth. Our countr;es have more
experience in areas such as transport, communicgtiona. energy systems,
pollution control and educational systems. We also have more
sophiaticatedxbanking and insurance systems. These are all iéluable
' exports. There are also other knowledge intensive industries in which
“the advanced countrles of the world GX(Ll to a gredter extent, than

the newly lndustrlallsed COUﬂLPltu, and whlch should be exploited
to the full.

At the beginning of the century an established pattérn developed with
the then newly industrialised. and colonising countries selling labour

intensive manufactured goods to their colonies in exchange for raw
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materials. Today a new pattern of trade is emerging to the point where
it Wwill be the AICs whose role it is to supply high technology products

and services in exchange for manufactured goods requiring less skills

. and more labour from the NICs. If we in the EEC do not recognise this

evolutionary process and endeavour to perpetuate relatively inefficient
industries, by. over nrotecting them and their home markets, this gitL
1nevitabLy‘L@ad'to an erosion of competitiveness. Overseas markets will
be Lost where no restrictions can be imposed and the necessary transfer
to knowledge-intensive industries will be -hampered. 'Also, by putting
too much pressure on the NICs they will be forced to move more '

quickly into those very manufacturing processes which the AICs should

most legitimately be undertaking.

Despite the force of this argument, the NICs must recognise that the
effects of recession and unemployment in the AICs will lead to .
increasing protection. No amount of natural evolution will prevent

this whilst people's jobs and tLivelihoods are at stake. They should,
therefore, endeavour to mitigate the effects of protection by diversifying

their industries as far as possible and by avoiding investment in

products which, on the one hand are potentially sensitive to the AlCs,

and on the other reqguire large volumes of production to make investment
worthwhile. We alsc caution the NICs from making too heavy investments

in products and industries, whera protection is likely to come about.

Industries

people in employment in the European Community's textile and clothing
industries. In the same period, Japan saw a decline of 25% in employment
in her textile industry but was largely able to maintain employment in
the clothing industry. This was partly because Japan modernised her
textile industry quickly thus shedding labour but also because she
pursued a policy of deliberately moving out of textites into higher
technochy products. Recently the European Community has re-negociated
the muLt1-f1bres agreement Lay1nq down new ground rules for textiles

and clothing, which extend restrictions on a range of textile and clothing
products considered to be sensitive. The MFA has been operating since
1962 and was renewed in 1977 and 1983. Even in 1983 however, temporary
periods of protection are being asked for in order to enable the textile
and clothing industries to consolidate and modernise. Quotas imposed

have indeed resulted in a slow down in the speed and entry of goods
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coming from ‘Hong Kong, Singapuré, Korea, Taiwan and Mexicﬁi; but one

may ask if this has also not slowed down the process of modernisation

within the EEC's own textile industries. Undoubtedly, a balance must be
achieved and no Government can afford to see the total elimination of

an industry; Nonetheless, it is the role of both Commission and the

European PaFLiamgnt to ensure th&t the'pictbre is not distorted due to pressure
from strong manufacturing lobbies. ’ ‘

quickLy.to other jndusfries. Already one has seen mounting pressure
for protection in consumer electrical goods. Hong Kong, Singapore,

Tajwan '‘and Korea and becoming iﬁcreasingLy’competitive.in producing

such prodhcts. Since the late seventiés, electrical and electronic

production in Korealand Singapore has been growing at a rate of

nearly 30% a year and has exceeded 15% a year 'in Taiwan and Hong Kong.

 Absolute production output in -these gountries is Still.retativelylsmaLL
vand is substantially dependent upon foreign'investment. Houeve}, we .
accept that the pattern will change as countries such as South Korea.
encoufage.their independenf_bongtomerates tobbecome ever more important.
Japan is already recognising thfs factor and is taking steps to move
into moré sophisticated and professional electronics. This can be

seen by the following table:

(PERCENTAGE SHARE PER SECTOR)

TOTAL CONSUMER  PROFESSIONAL PARTS/COMPONENTS
1971 100 42k - 33% 25%
1980 100 34% 35% , 31%
1982 100 32% 36% S 3%
Real ) ,
1983 © 100 A 8 . 33%
' * ' , : Kk .

1990 . 100 21% 50% 29% :
Exp. ) : :
* ' o

Computers: 29%

* Integrated éircuits T 12%
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To prodﬁzgﬁg-gélanced and expanding wo]]d economic trade, we must
endeavour to see that countries of diflerant levels of economic
UnunlnﬁmnnL WPe @ncudrtged Lo prevnhaco b predue s whiel weo
most suited to their skills and rogyurcements, This means a
continuing transfer of traditional industries to the poarer
developing natione to the world but it does not necessarily
follow that the ALCs have to sacrifice completely their traditicnal
industriéé ag8 in many sectors a high degree of Iinvestment and
automation can more than make up for cheaper wage costs in the
developing countries., Nevertheless, a tranafer will take place
and this transfer must be rqugnised as inevitable. Finalily, the
EEC has to realise that unless it can be as competitive as the
United States and Japan in terms of the research and development,
production development, automation and efficient production of
technological and kﬁowledge~intansive produ:te, that it will lose

'wealth and p0wer and influence in the world. It wxll fall between

P T VP S A

the two stoots of trad1t1onal 1ndustr1ed being uﬁurped by the develoo1ng

powers and by most advanced nations geining the lion's share in the

new products.

-.-.—.....

Qemnéed éb recognise that the NICs are’all very different in nature.
Even thebksian NICa on which this report is concentrating, show enormous
differences one from the c¢ther, Policies must, therefore, be worked
out according to the development and ths aconomic characteristics

of each. This means, firatly, atrengthening the trading relationship‘
between the EEC, the Commission and the country concerned. Secondly,
working closely with the other advanced industrial countries to pursue
broadly similar policies to the NIC concerned, and third;y, enguring

that the relationship between the NICs and the new wave of’ﬁmérgihg' '

qubst%ﬁaif@ddﬁtﬁiés is fully understood.

It is also important to avoid taking a single snapshot of an NIC

at one period in time. Thig will lead one to invalid conclusions.

As an example, Korea shows today rising productivity but 8till low

wages. Taiwan on the other hand, which in its economic development

is ahead of Korea, has shown a'substunnial leap in wages much as a result
of increasing productivity. For u time too, this may result

increasing market sharcs, hocher produchion and high profits, but these,
in turn, will give riae to most inL:rnul social and political

pressures for higher wages and tuxation,
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Gradustiop

'It, .of course, must continue to be the underlying responsibility of

the Governments of the EEC and other advanced countries, to create

conditions under which inflution and taxation are kept low, investment
(particularly in new broducts). new methods} new plant and machinery

are encouraged and markets both at home and abroad are kept‘as stable

as possible. It is the extent to which the NICs upset this stability
that concern must be expressed. One, therefore, has to distinguish
between the normal growth patterns of NICs and those which are abnormal,
In the first place.'NICs at their initial period in development, cén'

be expected to protect their markets and their infant industries through
tariff barriers, import quotas and general subsidies. This would seem
to be recognised by the AICs since the GSP schemebis non-reciprocal

and ‘does not impose barriers on countries protecting their own markets.

It is in the latter stages of development when NICs make special
use of the special trading and financial facilities offered to
them .by the AICs. this is because as their economies start to
grow and export promotion is actively pursued, the facilities
offered by the'industriaLised bountries become more attractive.

One notes that today in thé operation of tﬂé_CSP scheme and others,

almost no clear standards or effective pressureggexist in the field

of international trade to include those fast déveloping NICs to

assume progressively the full obligations of a mature trading partner.

It seems, therefore, that our main aim must he not ‘to put up yet more
barriers in the form of quotas or ceilings against the NICs, but to bring
pressure to bear upon them to become mature and responsible members

of society of advanced industrial nations which they are moving towards
Jjoining. It is the meana of getfing to this that needs the careful

conglderation and joint will of all nations concerned.

It is clear that the more prosperous and industrialised of the NICs
need to graduate to the status of developed countries if a state of

relative bdlance and fairness in world trade is to be maintained.

Industrialised NICs therefore need to be encouraged to forego
progressively their privileges and increasily to abide by the
rules applying to mature international trading partners.
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The crlterla for }udlng a coun(:y'» ltllllve prosper1ty ‘should include
income per head, ratio of manufacturing to total production, the trend
in export performanée, balance of payments on current account and

the country's reserves.

A mechanism needs to be set up,pfobably within GATT, to idehtify
those NICa which should graduate to developed country stétus and
the tlme scale in which thls should take place. Practical assxstance
should be available to the NIC in questlon 1n draw1ng up a plan of
transition in carrying out consultations with other Lrad1ng partners .
to ensure a émooﬁh transition. The‘assistance 6f bo;h.the World Bank

and the IMF would need to be eniisted to facilitate this transition.

Nonetheless, .it .is imperative that those countries which are approach1ng
the status of fully industrialised countrjes must be prepared to accept
the obLigations of the AICs albeit on a progressive basis. This

means that on'a planned and gradual basis they must relinquish their
priviledges under the GSP and other schemes. It is also imperative 1f.
the bigger NICs with substantial home markets, notably as South.’

Korea, Taiwan, Brazil and Mexico are to continde to receive favourable

trading and financial treatment from the AILCs that.they must demonstrate

“their willingness to practice reciprocity.

! RoLe ‘of the Comm:ss1on

It is v1taL that the Commission should have adequate staff and fac1L1t1es
to part1c1pate in the plan- to reform arrangements with the NICs. They
must be able to distinguish between exports of products from the NICs
which are heavily subsidised and otherwise unfairly competitive and’
those broducts which are able to éompete on price and quality because
ofvthe greater efficiency or intrinsic Lowef manufacturihg cost due to
Labour rates, etc. ‘It must remain a cafdinat factor as it has with
Japan, that our policy towards the NICs will 'not be to soften competition
and so to perpetuate inefficiency at home. Trade barriers whether
official or unofficial can only be justified in the face of competitjbn;
when a temporary moritorium enables industry té regroup and modernise

or where the Loss of a market will do long term stfategic damage to

a nation. In 1979 QECD produced a va(uablevsurvey into the NLCs
including Greece énd Yugoslavia. The Commission shoutd build on

this by prdducing byuthe end of 1985 at the latest, a new survey based

on the Community's relationship with the Asian and South American NICs
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and also with‘those developing countries particularly in South East
Asia which will become the NICs of the 1990's.. These would include .
Thailand, Malayasia, Indonesia and the Phillipines and probably
China. ' '

One of the principal aims of the survey should be to deal with the °
following apparently conflicting points:

i) The rising exports of the NI(s to the EEC which
being about rising exports from the EEC to the
NICs and to a growth in world trade; '

ii) Rising exports from the NICs which being in a
relatively narrow band of products injure’

EEC industry just as Japanesé préducts have done.

The survey should also recognise the conclusions reached in this
report and either move to implement those that can be validated

or show why they are not possible of realisation.

On_whom do we exert Pressure?

Clearly no-one wishes to pénatiﬁe those less wealthy EICs that are
stiLL“déveLoping but not yet fully fledged NICs. It is part of

the GSP system that the beneficiary countries under the scheme

do not have to observe reciprocity so as to allow them flexibility

in imposing restrictions allowing subsidies, etc., to help their

infant induétries and to achieve industrial growth.

It is on these NICs who have export surpluses with the EEC, uhich
are protectionist atuhbme and compete uhfairty abroéd, that we must
concentrate. Clearly, we must distinguishlbetween open market
countries like Singapore and Hong Kong and those which have no
open market policy because of forbiddingly high import duties and
captive distribution networks. ‘
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‘Caution must be exercised as a substantial part

of the NICs emerging electronic and knowledge intensive industries

‘have come about through the investment of foreign companies. In

effect, restrictions on trade carried out by the industrialised
countries can harm the industries of those self-same countries

which have invested abroad.

It is ironical that in world export markets it is Jaban who has the most

"to lose from the rise of the Asian NICs. Ih the first place thé NICs

are now beginning to}produte competitively those products which

the Japanese have proved so effective in during the past decade or so,
e.g. colour tgtevisions, yiden recorders.and other gonsumerAeLectricaL
goods. However, on top of this very many EEC and ‘US firms have
invested in the Asian NICs just in-order to be able to compete with
the Japanese. Britain wi%h its histofjcat Links withlsingaporé and
Hong Kong has made particular use of those‘countries for industrial
investment purposes.‘ They are by no means the onty EEC,céuntry'to
have done $o. Germany and Holland and others have considerable
investments in the electrical and electronic indusiries in'the‘

Asian NICs. '

Political Considerations

)

‘The Asian NICas and the emerging NlICs to a greater or lesser extent share
Western values as opposed Lo those of the Communist world. We may
consider that South Kobea. Taiwan and Singapore haQe Governments which

are authoritarian in nature. However, they still allow a considerable

. degree of free speech, freedom of the press and Government by consent

asg compared to countries such as North Koreaw, North Vietnam, etc.

whére'a totalitarian state holds sway.

The European Community nerds Lo encourage- the process of7greater'tolerance

and the move towards a more Lruly democratic system. fIt‘will negate
the chances of doing so if

trade.
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G.S.P.

‘The General System of Preferences was designed .to give

preferential terms for imports into Advanced Industrial Countries
(AICs) fog developing countries. It came into beihg to assist

the deveioping countries to move from a heavy dependence on trade

in primary products to developing their exports of'manufactured
producta. It was considered that a policy of helping these countries
to industrialise would benefit them by creating jobs in industry,

improving standards of living and improving their balance of payments.
It would also be a stimulus Lo world trade.

From the very starl of Lhe>(::‘.|' Hehewe an F9710 o large portion of
the total benefits from the sys.t.em have been enjoyed by a few of
the more advanced developing countries. In 1980, ten countries

accounted for just under two-thirds of the imports of éleven OECD
countries operating the GSP schume. This can be seen as follows:

Major GSP Beneficiaries in 1980
Values of GSP Imports in Millicns of US Dollais

f 11 OECD Japan Uni ted EEC
Schemes States
together: (F0)
TEN LARGEST BENEFICIARIES
1. South Korea i 3 328.0 1 204.2 775.7 " 855.3
2, Taiwan’ 3 086.4 933.3 1 834.4 -
3. Hong Kong 2 4547 118.7 803.5 984.5
4. Brazil 1 706.6 214.0 441.7 825.6
S. India 1 271.8 142,85 139.1 817.6
6. Singapore 1 207.6 04,7 - 340.6
7. China 1 066.4 385.1 - #32.4
B. Yugoslavia 1 0u0.7 6.7 176.8 649.9
9. Mexico 943.0 113.2 509.1 233.4
10. Philippines 930.0 7,1 135.8 350.8
Total of Above: ] 17 0,9 3 679.5 5 117.6 S 540.,1
This group as a § of
total GSP benefits
accorded: 66.1% |} 73.8% 69.9% 59.3%
Notea: FY = Fiscal Year 1980-81
- == not a benficiary
Source - OFZD: The GSP Review ol the Fiest Decads
Pariz, 1983.
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South Koree was the largest beneficiary of GSP schemes operated by
OECD countrdga in 1980, She received $3.3 billion in‘preferentiél
treatment from sleven schemes. ,'Téiwan which benefits from only
five of th; eleven schemes received preferential treatment of $3
million and was by far thé largesf recipient of benefit from the
United States., - Togethbr‘South Korea and Taiwan accounted for about
one-quarter of all GSP imports into OECD countr;es.. The next four

countries Hoﬁg Kong, Singaporél Brazil and India accounted for another
quarter.

The Working of GSP

Preferences given by the AICs do not have to be reciprocated by the
developing countries. ‘It has always been stipulatgd, however, that
the system should not be prejudicieal to the economies of the importing

. countriee’,” Consequently, tarifflpreferences offered undér,the GSp

system havé always been considered as temporary in nature and implying -

that facilities can be withdrawn in whole or in part. Further, the
»donor'countries are able to accord differential énd more favoﬁbable
treatment to developing.countr;es without affording such treatment to
other countries. In other words benefits can be varied as between one
" beneficiary country and arnother. They can determine the details of
their own schemes under the GSP including the liimitation or withdrawal
of preferences. 0f course, in the case of the European Comﬁdnity

it e the Commimmion whioh negotiate thease on behalif of all menber
countries.

In the EEC the system of -prefercntint limits for industrial products
was changed in-198l1. Preferences are.extended to virtually all
finished or semi-finished industrial products. H0weveb, individual
country tariffs, quotas or céilings for sensitive products, have
replaced global tariff quotas or ceiling#. Once imports reach a
specified level, normal custon:. duties are imposeﬁ on the beneficiary
concerned. A product quota can be anylhing from 15% to 50% of the
total ceiling agreed for imports of all produéts from all NICs. .
‘A pupose of limitation is to safeguard countries of the EEC and
other AICs from preferential imports of a product from an over
competitive NIC. It also helps tu give a wider dispersion amongst

other developing countries of the benefits from preferential trade

measures.

- 30 - ' PE 88.907 /&/fin.



As against the number of restrictions in force, there werev13i
products in 1982 which were denoted by the EEC as being sensitive.

65 of these were considered extra-sensitive and were subject to
stricter control upon one or more beneficiaries. In these cases

a lower quota applied. 1In 1982, 17 countries were subject to quotas
of this sort, although South‘Koreu and Hong Kong were the two countries

most affected. It should be noted that in the case of Japan's operatiol

of the GSP if has been Ehina and Taiwan who have been in receiét'
of most'special restrictions. In the case of the United States._
exclusions for 1981 were decided on the basis of the President's
discretionay authority and covered imports which were valued at
$443 million from the five major beneficiaries of the scheme,
Taiwan, Kdrea, Hong Kong, Brazil and Mexico. This came on top

of $5.6 billion "competitive need exclusions'" in 1980.

In the United States, an annual review takes place of articles
eligible for GSP treatment. Improvements in the scheme have been
continuous and seem less open to criticism as they are implemented

after full consultation, including public hearings.

The developing countries themselves have always disliked the
unilateral and non-binding character of the GSP. They claim
that the possibility ‘of arbitrary withdrawal of GSP behefitsv
by any nation : greatly increases the risk to investment for
export production. They would like the GSP to be given a more

permanent character and the details to be agreed between both donors

and beneficiaries. -

Moves for protection whether in the form of quotas for sensitive products
of for "orderly marketing" come from producers rather than consumers. The
recent change in the GSP system to allow the EEC to effect controls on
individual countries rather than on a global basis are, however well

intentioned, seen by the NICs as moves to discriminate against them.
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We nro.ho; witné;ﬁiﬁa attempts Lo davxué -ru#thar multilateral product o
aareengnts in response to the pressures of recession énd unemployment

in steel, shipbuilding, chemicals and certain eleetronic spheres of
industry; A proliferation ot such conlrols would be counter productive.,
Even if these weére introduced on o short term bésis, such temporary and
simple agreements to manage trude cun all too quickly iove into permanent
restrictions and infinitely more compliceated methods of administration.

The multi-fibres agrecment ezl brought in during the JJoUs wus desighated
ag being temporary to facilitute u gradual udJQsLment to accommodate the
imports from developing countries. The agreemént is now very far from
being temporary and has becomé increasingly complicated with over 100
sub-categories. Further what originally gave restricted but secure

access to the dévelopinﬁ éountries has now beén obscured by 'a trigger'
clause whiéh can be activated in favour of threatened intérests,

If further disérimination on a multi-product busis takes place against

the NICs, we believe that this will hﬁve adverse effects ﬁpon the

European Community itself, Firstly, the likcly cost of protectionist

measures which substantially affect WIU cvirnings will lead to a

reduction in their discreticnary imports from those induatrialisea.
countries effocting controla. Secondly, it will.cause the NICs to
direct tha§¢ export offorts increasingly to Third World marketa,

Both these measures will cause adjustment problems for the industrialised

countrises concerned.

If the EEC becoimes too protectionist in its relations with the NICs,
there will be a negative spin-off ftur its trading prospects with second
tier NICe. China is one example. That countby will certainly expect

to orgﬂniﬁe counter pdrchane agbeemsnts and accept high technology

products in return for labour intensive manufacture such as garments.
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‘accept the obligations of the AICs albeit progressively.

A further point is that the NICs, purticuluarly Brazil and Mexico, have
based heavy foreign borrowing un the ansusption thut a rapid growth in
manufacturing will permit repaymenls Lo be made. lideed, both the World
Bank and GAT have repeétedly warned of the likely ct'fect of growing
protectionism on the already precaci@us stracture of international

commercial lndebtedness.

Too often one hears the argument that safeguards have to be implemented
vis a vis the NICa because there is no reciprocity. But as we have seen,
thie hes not prevented the EEC from restricting imports from Hong Kong
snd Singapore which allow entirely free access to their markets for EEC

productsa.,

The European Cbmmunitylmuat avoid the trap of adopting the policy of free
trade when we are strong and protectionism when we are weak. Faced with

increasing unemployment and declining production, there is a clear

national appeal in the argument that Government should help protect
existing traditional labour intensive industries. To do so, however,
is to risk neglecting industrial restructuring, the education of

skills needed to support this and sufficient investment in research
and development and new machinery.

Nonetheless it is imperative that those countries which are approaching
the status of fully industrialised countries must be prepared to

This means
that on a planned and agreed basis they must relinquish their
privileges under the GSP and other schemes. It is also imperative if
the bigger NICs with substantial home markets are to continue to
receive favourable trading and financial treatment from the AICs

that they demonstrate their willingness to practice reciprocity.
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Motion for a Resolution (Doc. 1-557/83)

ANNEX 1

tabled by Mr Pesmazoglou
pursuant to Rule 47 of the Rules of Procedure

on the economic importance nf the so called

"newly industrialised countries’

The European Parliament,

AL

£

0

Recognising the economic importance of the so-called “newly industrialised

countries”,

Recognising the efforts of the Commission and of many states to esfabLish
3 desirable equilibrium between the legitimate interests of the newly
industrialised countries and the necessities deriving from the difficutties

of the EEC Member States but conscious of their insufficient results,”

. . . - - ! ;’}
Conscious that the newly industrialised countries play a major part in
the production of many highly sophisticated modern products including ’
glectronics,
Wishing to put an end to unfair commercial policy practice with any country,
neuwly industrialised or not,
Convinced that it is necessary both for these countries and the Community
to take into cunsideration the technolegical and financial advantages of
the newly incdustrialised countries in a changing world;
Wishing to cooperate with the newly industrialised countries in finding
solutions 10 the world econcmic ¢risis;
Recognises the high level of industrial performance reached under special
ccr3itions by the newly industrialised countries, particularly irn East Asia;
considers however that this high level of devetopment makes it difficult to
consider the newly industrialised countries on the same basi1s as the ;

Zeveloping ones;

Considers therefore that it is necessary to give a full, complete and

srecise definition of the so-called newly industrialised countries;

Considers that any system of trade economic regulation must be based on the

princpre of feciprocity and equality between ZEC and the newly industrialised
countries;

Requests the competent committee of the Eurcopedn Parliament to report on
trace and economic relations between EEC and the newly industriaiised coun-
trigs, particularly in East Asia and on the possible ways o develop them in

thelr ¢cmnon interest;
calls on its President to forward this resolution *to Council, Commission and

the 1ember States. .
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