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The following motions for a resolution pursuant to Rule 63 of the
Rules of Procedure have been referred by the European Parliament to the
Committee on External Economic Relations as the committee responsible:

Date Doc. N°  Tabled by opinion
25.10.1984 2-809/84 De Gucht

25.10.1984 2-872/84 FrUh and Committee on Agriculture,
others Fisheries and Food

13.11.1984 2-895/84 Maffre-Baugé Committee on Agriculture,
and others Fisheries and Food

12.12.1984 2-1020/84 Moorhouse

11.2.1985% 2-1469/84 Pliquet and Committee on Agriculture,
others Fisheries and Food

11.3.1985% 2-1689/84 Musso and Committe on Agriculture,
others Fisheries and Food

15.4.1985 B 2-13/85 Papoutsis
10.7.1985 B 2-580/85 Lizin
9.9.1985 B 2-663/85 Starita

13.1.1986 B 2-1220/85 Mattina and Political Affairs Committee
Cervetti

At its meeting of 21 November 1984 the Committee on External Economic
Relations decided to draw up a report and appointed Dame Shelagh Roberts

rapporteur.

On 13 December 1985 the committee adopted an interim-report.

The committee considered the draft report at its meetings of 19 May
1987, 24 September 1987, 4 December 1987, 28 January 1988, 24 March 1988, 24
May 1988. At the last meeting it adopted the motion for a resolution as a
whole by 17 votes in favour and 1 against, with 2 abstentions.

The following took part in the vote: Mr MALLET, chairman; Mr SEELER, st
vice-chairman; Mr PONS GRAU, 2nd vice-chairman; Mr TOUSSAINT, rd
vice~-chairman; Dame Shelagh ROBERTS, rapporteur; Mr van AERSSEN, Mr BIRD, Mr
CASSIDY, Mr ESCUDER CROFT, Mr GRIMALDOS GRIMALDOS, Mr HINDLEY, Mr LEMMER, Mr
MOTCHANE, Mr PELIKAN, Mr PIMENTA, Mr ROSSETTI, Mr SARIDAKIS (deputizing for Mr
Costanzo): Mr SELVA (deputizing for Mr Zarges); Mrs THOME-PATENOTRE, and Mr

von WOGAU (deputizing for Mr Lemmer).

The opinion of the Political Affairs Committee is attached and the opinion
of the Committee on Agriculture, Fisheries and Food will be published separately.

The report was tabled on 27 May 1988.

The deadline for tabling amendments to this report will be indicated in
the draft agenda for the part-session at which it will be debated.
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The Committee on External Economic Relations hereby submits to the
European Parliament the following wmwotion for a resolution together with
explanatory statement:

A

MOTION FOR A RESOLUTION

on protectionism in trade relations between the European Community and the
United States of America

The European Parliament,

= having regard to the different motions for a resolution tabled by its
Members (1),

- having regard to the interim report by the Committee on External Economic
Relations (doc. A2-149/85),

- having regard to the resolutions adopted on reciprocal Community-Us
relations (2) and furthermore having regard to {its report on
sultilateral negotiations in GATT (3), and on the Airbus dispute (4),

- having regard to the report by the Committea on External Economic
Relations and the opinions of the Political Affairs Committee and of the
Committee on Agriculture, Fisheries and Food (doc. A2-89/88 ).

A. recalling the common cultural, political and economic foundations of the
European Community and the United States of America,

B. recognizing that {international trade 1liberalization and increases i{n
fnternational trade flows contribute to the optimum allocation of
economic resources and strengthen therefors both production and
employment,

recognizing equally, however, that such evolution is only made possible
by the existence of strong international bodies, of which the GATT and
the IMF are major examples,

doc. 2-809/84, doc. 2-872/84, doc. 2-895/84, doc. 2-1020/84, doc.
2-1469/84, doc. 2-1689/84, doc. B2-13/85, doc. B2-580/85, doc. B2-663/85,
doc. B2-1120/85.

12.6.1986 (0.J. n. C 176 of 14.7.1986).

22.1.1987 (0.J. n. C 46 of 23.2,1987).

19.2.1987 (0.J. n. C 76 of 23.3.1987).

.17.9.1987 (0.J. n. C 281 of 19.10.1987).

9.9.1986 (0.J. n. C 255 of 13,10.1986).
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. deploring the progressi{ve weakening of the international economic system
both by the abandonment of international currency stability guaranteed
through the IMF and by the spread of restrictions to international trade,
such as "voluntary export restraint” and “orderly marketing” agreesents
and international wmarket sharing arrangements, which constitute
departures from the GATT's multilateral principles,

concerned at the development of bili#teralism in various forms in
international trade.

. noting that the econcmic costs of piatectionist measures have been
clearly outlined both in the GATT spec.al report of March 1985 "Trade
policies for a better future” and {n thv report "Costs and benefits of
protective measures”, adopted by the OEC) Ecornxi‘c Policy Committee in
March 198%: that such costs are usually kighe than the short term
benefits which can be obtained,

. having regard to the conclusions of the OECD Council meeting at
ministerial level of 13 May 198?, and of the Venice economic summit of 10
June 1987,

deeply concerned at the present fragility of the international economic
environment, as typified by the crisis in world stock markets in the last
months of 1987, and which {s due to the present excessive influence of
speculative capital flows on international trad: rexulting largely from
the volatile nature of exchange rates,

Stresses the importance of an harmonious develop;ant of EC/US trade, in
order to strengthen world trade flows, defend the open multilaters'® trade
system and re!nforce economic recovery;

Declares that outstanding problems in EC/US trade relations must be dealt
with in the context of negotiations, banning any unilateral action which
would entail heavy risks of retaliation and counter-retaliation;

with regard to general trade poljcy; o

3. 1s deeply concerned about the US trade bill, which contains, in the
version adopted {in Congress, measures providing for unilateral
redefinition of GATT principles and dangerous trends towards sectoral
reciprocity;

Fears that this bill accentuates the difficulties the US Administration is
having in maintaining an open trade policy, but hopes that President Reagan
will successfully veto any unilateral protectionist moves likely ta affect the
outcome of the Uruguay kound negotiations;

. Considers that different traditions and methods, in the EC and in the US,
respectively, regarding economic policy and in particular structural
adjustwent, account for important divergences in the trade legislation
systems, and that common ground should be sought in GATT, by means in
particular of a better definition of domestic subsidies;
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with reqard to the mgg;;[m gector:

6. Notes that wmost of the ({ndustrialized States and trading blocks,
including the EC and the US, have used the posstbility of {imposing
antidumping or countervailing duties on their suppliers in order to
induce them to undertake so-called "gray area™ arrangements such as
*voluntary export restraint” and “"orderly sarketing” agreements, which
are far less transparent thin traditional tariff barriers;

Considers that the failure of the main industrialized States and trading
blocks to adopt a coordinated approach to the economic recession of the
early 1980's aimed at growth-led recovery, induced many to introduce
covert forms of protectionisme:

Considers that such measures, particularly frequent {in the gtee],

a . though justifiable as
short-term palliatives against the sudden collapse of important
industries, nevertheless in the longer term tend to distort and ossify
production and trade patterns, and entail considerable economic costs,
while frequently hampering industrialization in some LDC's and providing
unjustifiable bonuses to other suppliers:

. Notes that, according to the World Bank 1987 Development Report "the
striking fact about protection to preserve jobs is that each job often
ends up ccsting consumers more than the worker's salary”; the report also
states that this cost, in the US and the EC, has reached for certain
protected sectors levels corresponding to between 4 and 10 times the
average {ndustrial wage;

Considers that the US/EC steel agreement, ending in September 1989, which
resulted from the need to protect the US steel industry against an
artificially high US dollar, has contributed to the international
market-sharing in the steel sector, with heavy economic costs both for US
consumers and EC workers and producers;

Fears that in future other EC exports to the US, in particular machine
tools and textiles, might be limited by means of a market-sharing
approach, especially 1f the dollar exchange rate continues to fluctuate
by a wide margin;

Stresses the fact that such protectionist measures have been found, in
particular by the OECD studies, to be highly ineffective in maintaining
employment in the protected sectors, while at the same time reducing
employment prospects in the exporting industries;

13, Considers that the GATT code on civil alrcraft, {in {ts present
formulation, does not inhibit the financing of Afrbus A-330/A-34¢ along
the lines adopted;

14, Stresses the importance of the EC/US negotfations on the GATT code, aimed

at increasing controls on State support, both direct and indirect, in
trade of civil alrcraft; ) .
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15. Declares that any unilateral US measure imposing tariffs on Airbus
imports, on the basis of subventions received, should bda countered by
parallel Community weasures on US aircraft, which "“enefit from
considerable public support;

L] e to the aqr ture se

16. Notes that EC/US trade relations in the agriculture sector are subject to
recurrent crises, and considers that a balanced and lasting settlement of the
unresolved problems must be reached, respecting the principle of the comprehensive
nature of the negotiations and reinforcing the discipline which GATT provides
as regards agricultural products;

Considers that, following the initial proposals by the EC, the US and
other contracting parties in the Uruguay Round, there should be the
search for a common approach, based on the principles of the Punta de
1'Este declaration, of the OECD ministerial communiqué and the Venice
economic declaration;

. Stresses the {mportance of the proposition by the EC to consolidate in
GATT the level of farm support, and believes that the US proposition of
total abolition over 10 years is unrealistic; considers however that the
EC should table a new offer containing a schedule for reducing lupport by
a fixed proportion within a set period of time;

“

. Recalls its resolutifon of 13 December 1985, asking that "the 1955 GATT
waiver (enabliny the US to pursue domestic policies regardless of certain
GATT dispositions), the US export subsidies program, and the CAP system
of variable levies and refunds should be discussed in the multilateral
trade negotiations of GATT";

. Considers that, {in order to avoid economic distortions and disruptive
trade disputes, it is necessary that the main farm producers who are
contracting parties to GATT, {ncluding the US and the EC, do not allow

.internal prices to stabilize at levels which are inconsistent with
economic reality; il est aussi nécessaire qu'ils se concertent en vue de
réduire les soutiens A 1'agriculture et d'appliquer des mésures
immédiates de stabilisation des marchés;

Underlines the action already taken by the EC on its markets in order to

_reduce surplus productions, and points in particular to the
interconnection between {ts output "stabilizers” and the offer to
consolidate support in GATT;

Expects therefore the US to undertake equivalent action in order to
reduce its support to surplus sectors;

.. Considers that the EC/US dispute .on the EC hormone ban should be resolvad
on the basis of consumer and health interests, ascertained by an
independent body, barring any "hidden protectionism™; they must also hold

with a view to the reduction of support for agriculture and the immediate
application of market stabilization measures;
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24. Notes that the sinking exchange rate of the dollar has produced a
dramatic turnaround in the evolution of the US trade balance, and that
competitivity of US exports, in particular in the manufacturing sector,
has sharply increased;

. Considers that protectionist measures in the US would exert upward
pressures on the dollar exchange rate, delaying therefore the recovery in
the US external balance and further deepening the present disequilibria;

. Stresses that the present volatility of exchange rates carries
unfavourable consequences for the world economy, in terms of financial
costs and reduced investmentc, stresses also the lack of responsibility
of the US Administration in the pursuit of fiscal policies since 1983,
having regard to the dollar's role in the world economy;

. Welcomes the reductions in the US budget deficit enacted on 22 Deceuber
Ly President Reagan, but points to the fact that further reductions will
be needed in the next years in order to reduce fundamental imbalances on
world financial and merchandise markets;

. Stresses the importance of the EMS as a zone of comparative stability,
and considers that the strengthening of the ECU, in particular through
its wider use in contracts and sales, as well as a widening of this zone,
would be an important contribution by the Community in combating the
consequences of exchange rate volatility;

on_specific {ssyes:

29. Expresses its opposition to the extraterritorial effects of the export
administration act, and points out that the issue of US export controls
on grounds of national security reasons will be dealt with in a specific
report;

. Remarks that the US/Canada free-trade agreement attempts liberalization
in sectors such as services, investment and technology and indicates
therefore a possible approach to liberalization in non-traditional
sectors; stresses however that such bilateral approaches have to be
examined in GATT and need to be coordinated with the multilateral
negotiations in the context of the Uruguay Round;

. Expects that the US, in conformity with the GATT Council decisions, will
abolish in . the near future its "customs users fee" as well as its
. discriminatory "super-fund levy" on oil imports;
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1n conclusion:

32, Reaffirms its belief that protectionisam does not provide any lasting
economic advantage to the State resorting to it, and is particularly
misleading as the political debate rarely succeeds in making clear to the
public the economic costs of protectionist measures and the way that the
division of revenue between producers, workers and consumers will be
affected by them;

1s concerned by the gradual weakening of the GATT open multilateral trade
system, caused notably by the trend towards bilateralism and by the
proliferation of “orderly marketing agreements® and "voluntary
restraints”, and maintains that the EC and the US could play an
important role in the defence of free trade, by steadily reducing the use
of such instruments which are by essence non-transparent, difficult to
evaluate in political debate, and specifically geared to narrow sectoral .
interests; the EC and the US should also consult with the other producer countries
in GATT.tq introduce greater.discipline and transparency in their agricultural
policies;

— k.
Considers that, for the future of EC/US relations in the context of the
open multilateral trade system, a strengthening of the GATT dispute
settlement system constitutes an absolute necessity:

Points out the contribution that the European Community will make to Liberalization
and transparercy in the exchange of goods and services through the completion of
its large internal market;

Calls.for _the completion of the internal market to be accompanied by a firm

and consistent external policy towards the United States and other developed
countries, based on the dual principle of openness and reciprocity and capable
of ensuring the defence of the legitimate interests of the European Community,
while increasing its contribution to the Lliberalization of international traue;

37.,Inlt}uctl the President to forward this resolution to the Commission, the
Council and  the United ' States Congress and Administration.
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"Free trade enriches our lives. Through free trade we obtain the
widest possible range of goods at the lowest possible prices. Free trade
raises the standard of living in all countries. Ultimately it is the
ﬁonsu-er who benefits from free trade - and who pays when countrles depart

rom it.

Free trade promotes economic efficiency. It encourages capital,
labour -and other resources in every country to flow to their most productive
use. Where markets are allowed to work freely, the principle of comparative
advantage assures a global division of labour that maximizes output ...
through free trade we can specizlize in what we do best and avail ourselves
of the best products available anywhere.”

This quotation from a recent speech by US Deputy Secretary of State
John C Whitehead (5) 1is a good summary both of the classical arguments in
favour of free trade, and of the comitment of the present US Administration
to those principles.

on the European side, the defence of free trade, and in particular of
the open multilateral trading system as embodied in the rules of GATT, is
equally felt to be one of the main tasks of trade policy, in order to ensure
a continuation of the unprecedented economic development experienced in the
last forty years.

, 1t may seem therefore surprisirg that, both in the EC and in the US,
there is "a deep feeling of frustration over trade practices on the other
side of  the Atlantic which are felt to be protectionist in character, thus
frequent trade disputes continue to occur and the danger of a spiral of
retaliation and counter retaliation measures is always present.
oIt is wy intention to examine more closely the climate of EC/US trade
relations in order to identify the main problom areas and to analyze
underlying conflicts or misunderstandings, and to work out some proposals in
“ order to avoid confrontations which would be against the interests of both

‘-:_:'pdrtics'involvod.

TR F}otiétionlsq has become a very unpopular theory since the Great
Depression:. - almost no  one would openly admit now to being protectionist;
fboth 1n tho Us and thc EC.‘ houovor. tho roaction to econo-ic crisis and in




- particular to shifting patterns or'comparative advantages in production and
* 'to the need of industrial adjustment has entailed considerable protectionist
' measures and recurrent demands for even more.

In the US the role of the State in industrial adjustment is limited
almost exclusively to commercial policy, i.e. to measures at the border.
The central concept which 1{is employed in this process is that of "fair"
trade and of reljef to be offered to domestic industries being injured by
"unfa{r" foreign competition.

The US trade policy is therefore characterized by a strong legalistic
element and several reforms since 1921 have worked towards weakening the
role of the executive in permitting access to trade legislation and import
relief (6). The successive reforms included establishing an independent
body, the International Trade Commission, in order to assess injury and
detailed definition of the criteria to be used in antidumping/countervailing
duty cases, - in order to increase the objective elements in the procedures
and to remove as far as possible any discretionary elements in implementing
the legisation against unfair trade.

The principal assumption underlying this approach was that "fair
trade” is an oblective principle and that breaches to the principle could be
fdentified through quasi-judicial procedures: this assumption entails,
however, in wmy opinion, oversimplifying most problems. As an example I
might quote the criteria fixed in 1974 for establishing the "constructed
value” in antidumping cases, where alluwance has to be made for an eight per
cent profit margin in estimating the existence of dumping: this profit
level is completely arbitrary and, in fact, constitutes a very effective
import barrier, especially during a recession (7). Moreover, Section 301 of
the 1974 Trade Act offers relief against practices by a foreign country
which are

inconsistent with the provisions of any trade agreement including
subsidies on exports, or

unjustifiable- unreasonable or discriminatory

If con:ultations or other measures fail, Section 301 authorizes

ggi ateral US action.

- . US ‘trade legislation (as developed mainly in the 1974 Trade Act.and.in
rnthe 1984 Trade and Tariff Act and as the "1988 Trade Bill" would confiram if
"enacted) “reflects the perception that -the main cause for external
imbalances 1ies in"unfair practices by the US's trade partners: the US, as
F..the new expression goes, has therefore to reestablish a "level playing
f',field" 1n order to ensure that "fair trade"” can resume its course.
; Cfr. Hart . van der Wen, woolcock - Interdependence in the
polt-lultilatoral era, 1986..

)~IJ N T D K

-7), &1"In~thc depressed steel larket of the 1970:. profits were seldom

J .~ as much as,eight per cent of turnover. As US steel producers were

not‘obllged to'abide by:the same rules, the eight per cent profit
arglns provides a cushion against inport conpetition." Ibidem.
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Protectionilt pressure in the US Congress has expressed itself, on the
one hand, . by a considerable number of sector-specific bills being tabled,
‘seaking protection for particular US economic activities. Of these, only the

o has managed to be adopted by both Houses: the chances of a
. definitive approval - are howtver very slim); on the other hand, the "Trade
«and international economic policy reform bjll 1987" passed by~the House of ™
Representatives, and the "Qunibus trade bill 1987" approved by the Senate,
have managed to concentrate most of the energy of protectionist lobbies as
wall as acute criticisms both by the US Administration and by the EC
institutions (8). Apart from the specific provisions contained in the
$o¥?ar?t amendment to the House bill, the main points of criticism were the
ollowing:

a) unilateral changes in the US trade law create real risks of mirror action
or retaliation (cfr. re-definition of countervailabie subsidies, standing
of petitioners in cases involving processed agricultural products,
expansion of the scope of the dumping statutes to include imput dumping,
leases etc., private right of action in antidumping cases, imposition of
import surcharges in view of financing adjustment),

b) potential restrictions on foreign investments in the US,

¢) sector-by-sector recipricity requirements,

d) creation of new non-tariff barriers,

e) new limitations on US trade negotiating authority,

1) new limitations on the President's discretion in trade cases.

However, the US President has repeatedly announced he would veto a
protectionist trade bill (9).

3.  The EC and the US approach to subsidies

‘Contrary to the US, most of the Member States of the EC had a long
‘tradition of state intervention 1in the economy, in particular in order to
~assist afling - industries, to favour adjustment and to pursue regional and

~ 'social-objectives; - this tradition was continued in the EC, and codified to
ra’certain extent both in ‘the Treaty of Rome and in the regulations
.v-concerning the so-called "structural policies”. The steel sector, in
particular, was submitted to a "subsidy code” by means of which a series of
ltato aidl :were authorized, subject to certain capacity reductions. In

: EP rclolution.~ 17.9.1987, Letter by Mr. De Clercq, Commissioner
responsible ‘for external relations, to Mr. Clayton Yeutter, 28.9.1987.
.. Council-conclusions of 26.7.1987,
ngto Houlo statclnnt. ‘november 3, 1987 in USA Text - US mission to

3Confirl.d'bx'thO-US“Albllller to the EC, Mr. Kingon, in letter to the
“rapporteur, 13 November 1987, -following discussion in the committee on
xtorna;'ocononic;rqlatipns*on 5.11,1987,
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short, concerning steel "The United States interpreted its trade legislation
to mean that a restructuring aid was a countervailable subsidy, whereas the
European -Community had reached a compromise agreement that aid should be
permitted provided it was linked to restructuring” (10).

The definition of what constitutes a "subsidy" is also a main point of
EC/US dispute: 1in yeneral "the US considered anything not determined by the
going market rate as a subsidy, whereas the official European policy is to
consider something a subsidy only {f it appears somewhere at a cost to the
public exchequer (11)". The differences of approach between the EC and the
US led to differing interpretations of the 1979 GATT code on subsidies and
countervailing duties: in fact the ambiguities in the GATT code had been
necessary in order to reach an agreement since the fundamental divergences
had remained unresolved in the negotiatons.

The difference of approach leads however to serious difficulties, as
can be observed in the AIRBUS case, where the conditions under which funds
are supplied by the relevant Member States are considered by the US to
contain a subsidy element.

U

,van der Wen, Woolcock, 1986.
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t 'l'he f‘ol'lowing table (based .on Commission data) establishes a certain
o parallollsg between US, EC and GATT measures as concerns intomtioml trade

~ ’Section‘201 of the 1974 -
. .Trade ‘Act” (Escape clause) ‘Art. XIX - Regulation 288/82 (Title V)
Section 301 of the 1974 Art. XXITI Regulation 2641/84

-"Trade Act (Unfair Trading (only under the
Practices) Agreemsent)

‘Section 701 of the 1930 Art. VI + XVI
Tariff Act (Countervailing Code

Regulation 2176/84
Decision 2177/84

)
)
duties) ) Regulation 1761/87 ..
)
)

Section 731 of the 1930 Art. VI + Code
Tariff Act (Anti-dumping
duties)

Section 232 of the 1962 Art. XXI Article 223(1)(b) of Treaty
Trade Expansion Act (Safe-
guatrding national security)

Section 22 of the 1933 No comparable equivalent

‘Agricultural Adjustment Act under EC law except in the
‘case of agricultural
products where a variable
levy may be regarded as
fulfilling a similar
purpose.

Both the US 1974 Trade Act and the 1930 Tariff Act have been
considerably amended, lastly by the 1984 Trade and Tariff Act.

II. AGRICULTURE

1. . Agriculture constitutes the main bone of contention between the EC and
the US: it i{s the one sector where commercial interests clash more directly
and where also the prospects for future agreement, and for a commson approach
to outltanding problnl. seen lora difﬂcult.

'Buically. tho us considcn thoCA? as a highly -protectionist

oporatlon which - has artificially . 'bolstered EC exports through subsidies,
-",whilo at. ‘the ‘same tin mccoufully closing up its internal markets for most
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products with the exception of oils and fats and cereal substitutes (12),
where the GATT bindings - undertaken by the EC during the Dillon and Kennedy
Rounds of Multilateral trade negotiations have ensured US exports unlimited
access to the EC. The EC, on the other hand, considers that the US, through
the 1955 waiver to several GATT articles, has managed to smaintain a high
degree of protection of 1its markets, while in parallel exports have been
assisted, in particular through the recent export enhancement programme
(EEP) .meant specifically to displace Community exports by matching
subsidies.

2. The respective level of EC and US farm subsidies has been the subject
of several contrasting evaluations. Tipically, the US has always insisted
on the absolute size of the subsidies, whereas the EC has stressed the ratio
subsidies/work force in the farm sector.

The overall economic cost of farm policies can be roughly subdivided
into two parts: one is borne by taxpayers (through public expenditure), the

other by consumers, through high internal prices, maintained mainly through
protection at the border (the so-called "consumer transfer)"; the OECD
report on National Policies and Agricultural Trade (13) provides the
following table concerning the cost of farm policies (public expenditure
plus consumer transfer) as a 1979-80-81 average (14):

Cost ECU/ha ECU/farm ECU/worker GIP(a) GVA(b) VFP(c)
‘(ECU billion)

Us - 26.2 61.3 10.810 7.453
EC  56.2 613.4  11.437 7.465

(§)~gross internal product; (b) gross value added in the farm sector; (c)
value of final agricultural production.

... Withiregard ‘to the .structure of public expenditure the report shows
that 56.8% of EC support was concentrated in price and income support (US:
18.3%) whereas the US aid was concentrated (59.6%) in processing,
marketing and consumer support (EC: 10.2%).

In fact, the setting up of the CAP implied that estimated tariff
levels for agricultural goods as a percentage of border prices rose
~from 16% (1956) to 52% (1965-1967) as an average for the original six
. Member States (Source: World Bank, 1986 World Development Report, page
13)

). ‘0ECD, Paris 1987,

. Interesting data on this subject is also contained in "The Political
.\ -Economy-of International Agricultural policy reform", 1986, by the
" Department of Prisary Industry of Australia.

RN N .
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- Estimates by the US Department of Agriculture indicate the following
evolution for ‘Producer subsidy equivalents (15) in the years 1982-84, as
‘compared to the period of 1979-81:

equiv 79- -84 averages

United States EC

1979-81 1982-84 1979-81 1982-84

Beef

Corn

Dairy
‘Soybeans 2/

7 Sugar
;. Wheat 4/
‘ woightod averago 5/

e _‘A

1_/ Rntio ‘of policy transfers to gross domestic value of production
~-including direct payments. - -

g/ «Soybems and rapeseed in the:EC.

3/ .'A negative value indicates an effective tax on production.

-4/ ‘Includes all:wheat.

;_/ PSE: for all commodities weighted by their value of production.

Source. USDA

v 'rhc welghted average of PSEs would ‘indicate a higher, “but” decreu‘fmng
‘level ‘of support 'in the EC, and a lower, but sharply increasing level in the
e us forl the period considered

e .

The - study by the OECD - secretariat’ provldod ‘the basis for the OQECD

* (Paris 12th-13th ‘May '1987) which adopted a series of

principles for - a concerted :reform of agricultural policies, including "a

progrenivo and ““concerted reduction .of agricultural support®, .recognizing

hat "rather -than being provided through price guarantees :(...) farm income
rt should, as appropriate, be sought ‘through direct income support”.

sidy._r oquivalanu (PSE:) are defimd ‘as the amount which
1 'to..! .th. producor: in ordor ‘to coupennto ‘revenue




.14+ .- The Economic declaration’ ‘adopted ‘at the Venice Summit (10.6.1987)

reaffirled the commitment to the OECD agreement, stating that "the long term

objective*is to allow narket signals to influence the orientation..mwof

% agricultural ‘production, by way of a progressive and concerted ‘reduction of
agricultural support”.-

na}

i Both “the ‘Paris. and ‘the’ Venice ‘declaration referred to the Punta del
H Este GATT. declaration (20.9.1986), which stressed the need for negotiations
aimed to "achieve greater liberalization of trade in agriculture”, and to
improve the competitive environment "by increasing discipline on the use of
"all‘direct and indirect subsidies" '

; Following the start of the Uruguay Round the EC and the US have tabled
“their’ proposals regarding the _objectives of the negotiations in the
agricultural sector.

‘ fi{k The US proposal

'Made public on July 6, 1987, the US proposal for GATT negotiations in
agriculture comprises 3 main points:

a) complete phase out over 10 years of all agricultural subsidies which
~affect trade (for export subsidies, immediate freeze and then phase out
_over 10 years of the quantities exported).

" b) phase out of import barriers'Over 19 years
c) har-onization of health and sanitary regulations.

v }f The proposal explicitly ‘refers to the Producer Subsidy Equivalent as
“‘cilculated ‘in the ‘OECD Secretariat study, as a possible way of measuring
agriculture protection.

; The only exceptioné‘fron ‘the ban ‘on subsidies would be direct income
: or other paynents decoupled fron production and marketing, as well as

RTEN
IA“ v o

' ﬁoreover cred;t could be claimed for measures adopted since the Punta
. del Este Hinisterial‘dedlaration.

Af"(i,' o f') oy ;-‘- r,'-':' IR BRI
Pxf"s Yo ‘;'1'315"59 proposal PR RSO i . . ; :
. on.?. October 1987, the Commission adopted its proposal to the Council

relating to the Coorunity 5 position in the‘agriculture negotiatlons of the

ﬂ.October 1987 . the COuncil approved the draft nandate ‘tabled

Py (ol Wngs yE ~““<°’*,

v phoyT. fer baaiaps boa ek ol fanuitak
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The EC proposal comprises two phases:

a) a first phase, based on exllting policies, would entail a concerted
reduction of support, as well as emergency wmeasures, like price
discipline and quantitative limits;

a second phase would "create the conditions for a lasting reversal of
_the present trend towards structural disequilibria and permanent
instability".

The Community proposes taking the 1984/85 marketing year as a starting
base for evaluating the effort already made for curtailing production, and
advocates & readjustment of external protection by the Contracting Parties,
in order to achieve a reduction of distortfons. Direct aid to farmers could
be provided in order to offset the loss of earnings occasioned by the new
arrangesents. The Producer Subsidy Equivalent (PSE) is proposed as a basis
for negotiation, provided, in particular, that it be adjusted so as to allow
quantification of production restraints. Most important, the EC accepts the

possibility of consolidating in GATT the maximum ]eve]l of support, with due

account being taken however, of fluctuations in world prices and currencies.
6. Main EC/US divergences

. ‘The total abolition of subsidies (apart from limited exceptions)
proposed by the US is considered "unrealistic" by the EC, which would favour
a reduction in support coupled with conditions for the applications -.of.
subsidies.

, The "éiergoncy'-eatures" by the EC seem to favour an approach based on
‘price undertakings and market-sharing, especially in the cereals sector,
while the US proposal seems to move in the direction of price and market

© " ‘Iiberalization.

‘Another important difference is the application of subsidies for

a agricultural products incorporated in processed products (including export

-subsidies), which for the EC should be submitted to conditions, whereas the

’,3U§ has hlwa?s considered-such export subsidies to be illegal in GATT terms.

' nore gcnerally. the EC is concerned about the possibility of
“maintaining its double:.pricing system (based .on the import levy/export
_restitution mechanism). .This was expressed in the Council meeting of 20/21

;October 1987 “ which approved the negotiating mandate, specifying that the
‘ COllission should ‘ensure that thc "basic principles and mechanisms of the
: be proscrvod (16)

e 1n particular. . whilo both the EC and ‘the US seea to agree in taking
the PSE . worked out in -the ;OECD. report (17) as a-valid.basis for calculating
cpncertadﬂq{fortg in redqctipps pf{support the EC would like to incorporate

.',National~policiel and;ngricultural Trade - Paris 1967 -
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.a!io“quintitative reductions in that parameter, and to set the 1984/85
marketing year as a baseline (while the US would like to take the Punta de
l'E;te declaration, 20.9.86).

It is also very doubtful whether the US would accept-a major change in
protection patterns (apart from a gradual phase out): this means that the
EC proposals for unbinding its tariffs on oils and fats and cereal
substitutes would probably meet the same resistance as its proposal for a
"stabilization mechanism” in:the oils and fats sector.

7.ﬁ' The diffefehces in outlook between the EC and the US are accompanied
by a series of specific problems some of which have been the cause of acute
tensions in the recent past.

Apart from the problems considered in my interim report and which have
been solved, at least on an ad hoc basis (pasta, citrus fruits, enlargement
to Spain and Portugal), new divergences have developed which cause serious
concerns for the future.

In particular, the EC directive banning the use of hormones, as from 1
January 1988, and the EC third country meat directive (18) have been accused
by the US of containing protectionist measures, and could lead to serious
disputes in the near future.

With regard to the EC hormones ban, the US estimates at around 198
- million dollars the sales opportunities which would be lost for their meat
exporters; the Administration has therefore selected a list of products upon
which sanctions could be imposed: the tariff increases are however suspended
since the EC will allow, for a transitional period ending on 31 December
1988, the import of meat from hormone-treated animals.

" Contacts betﬁeen both sides may lead to the constitution of one or two
technical expert groups or panels within GATT, in order to investigate the
points,atfissue.,

" With regard to the third country meat directive, the US has requested
. the constltution of a GATT panel, and the EC has accepted this approach.

ol The us . has also started investigation under section 301, on the

'“Co.nunity s.0llseed programs, following a petition by the American Soybean
ssociation, whereas consultations in GATT have been asked by the US
ncerning the Ec long grain zigg prograns

d‘}he .US-have 'not been solved' the agreements found, as an
enlarge-ent dispute;:as well as in the Mediterranean/ citrus
do ‘not © ~prejudge on _either -side the interpretation of GATT
‘ unions and free trade
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N aréas. while the pragmatic agreement on EC pasta exports does not prejudge
th:audlvergence concerning export subsidies for processed agricultural
products.

It is clear that only a reinforced international discipline on these

- subjects, combined with a more rapid and binding system for dispute

-settlement within GATT, could prevent those divergences causing renewed
disputes and tensions in EC/US trade relations.

On the more general aspects of the Uruguay Round, it is clear that the
possibilities of finding an agreement depend from the acceptance, both by
the EC and the US, of bringing trade in agricultural products more in line
with the general provisions of GATT: to this effect, the US 1955 waiver
(which enables the US to continue its use of import quotas and fees to the
extent necessary to prevent interference with its dowestic agricultural

 support programmes, notwithstanding GATT articles II and IX), and the US

export subvention systems should be renegotiated, whereas the EC should

. . undertake:that " its system of double pricing work effectively as a means for

. offsetting fluctuations 1in production and prices, and not as its main
~: 1instrument for lupporting the farm sector.

: In this sector the Community, although perhaps with considerable
slowncss, is tackling its major problems, as shown by the decisions taken by
the European Council at its Brussels 11-12 February meeting on the future
financing -of 'the Cowmunity and on implementation of agricultural

“stabilizers.” The Annexes to the European Council conclusions explicitly
state ‘the . need that ‘the Community's efforts be taken into_account in.the
Uruguay Round negotiations. "and that the other main producers take adequate
loasures An ‘order to reduce output.

Action in the US, not withstanding the reductions in farm prices
enacted on; 22 Decelber 1987 (19), has not yet been undertaken on the same
scale.. - . ‘ '

f!t 48 . thorefore inportant that develop-entn at internal level do not
jeopardize the ‘possibility for reaching a solid -agreement in GATT, which
igh :pu;4£c198,reﬁgtions in.;g:iculture on a sounder basis.

‘ : _used to a large extent their
ant unping/subsidies provisions in order to protect their internal markets
and; in many cases, supplier countries have preferred to undertake so-called
"voluntnry restraint" ‘or "orderly marketing"” agreements in order to avoid

s ubsidie: countervalling .duties being imposed on their

Tho-legislation to ‘cut the'Us budgct deficit signed by President
eagan reduces targnt prices by 1.5 percent in 1988 and in 1989, and
The
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.ﬂ‘ i~f This is in particular the case of the steel, textiles, automobiles and
‘ consume; electronics sectors. .

A? The OECD s{udy on costs and benefits of protection (28) contains an

interesting analysis of the effects of protection in those sectors, in

" particular with regard to its.effects on employment:

“Protection may, at a cost in overall living standards, be able to preserve
a pre-existing level and pattern of employment, but only in special
circumstances. Normally, exchange rates and cost movements will cancel out
or even reverse the initial sectoral effects of protection. Negotiated
voluntary export restraints to protect oligopolistic domestic industries
appear to have the least favourable prospects for adding to economy-wide
employment™ (21).

In particular, "the accumulated rents from protection may encourage an
increase In the industry's. capital stock (...) permitting higher levels of
labour productivity" and a “"caplital deepening process” thus, “many of the
jobs” saved "by long-term protection do not go to those who face the
greatest adjustment burden. Rather, they go to better trained workers living
in regions which are in any case experiencing above-average rates of
growth"”. ‘

However, if a single sector can benefit from protection, usually the
overall effects are negative: in fact, exporting industries are likely to be
penalised by higher import prices, and "by the tendency for the exchange
rate to appreciate as protection reduces demands for imports™. ™Any jobs
.created or saved in the protected sector will endanger euployment elsewhere
in the economy” (22).

32‘  The OECD study is highly critical of the US's and the EC's policies in
the sectors quoted: ‘concerning steel, for example, it considers that "there
“{s a_ trend of US ‘and EEC steel trade restraint negotiations feeding on one

5;’ anqtherﬁ

"‘“Harket shares ‘among third country producers are being frozen by the

uﬁ: . USand ; the EC alike. Since voluntary restraint usually confers rents upon
'a{ ' fore!gn producers ‘as . compensation  for . lower export volumes, foreign

suppliers who "do well ‘under the existing system have an interest in seeing
admi istered trade perpetuated and extended to any new competitors"

i i The cost.' ”However. is paid in terms of  slower overall economic
«*dev lopment - as -well as “weakening of the multilateral GATT system, since

i *ﬂﬁ*

,vCosts and Benefits of Protection (i'te by the Secretariat)
‘1985h CPE/PEU (84) l
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4. With regard to US/EC relations, the US limits the import of most steel
products from the EC until September 1989, at a level corresponding to 5.5%
of the US market (23). In particular following to the low level of the
dollar, the pressure on the US market is however rapidly receding.

5. The so-called “AIRBUS" case has attracted great interest f{rom the
wmedia, since enormous financial interests and technological developments are

at stake, as well as prestige considerations and symbolic issues. The EP has
expressed its views in the van HEMELDONCK report (24), adopted on 15 October
1987, where it stressed the need to keep in the EC "a strong and indipendent
aeronautical industry”, and called "upon the sponsoring governments to
provide the necessary financial support for the launching and the'carrying"'”
to fruition of the A-330 and A-349 projects”.

‘State support for AIRBUS is difficult to evaluate: the US maintains
that & sum of the order of 7 to 15 billion USD {s involved for the A-32e.
For the launching of A-330/A-340 the amount of 2.5-3 billion USD is most
commonly quoted, in the form of refundable advances from four Member States
to the companies which are part of AIRBUS (25).

The US wmaintains that this financial support, although. formally
granted in the form of refundable advances, does not stand a reasonable
chance of ever being repaid, and amounts therefore to outright grants. There
is therefore the possibility of US action (section 381 or section 701),
based on petitions by US aircraft producers.

" The issue at stake with the US is the interpretation of articles 4 and
6 of the agreement on trade in civil aircraft, in connection with the GATT
Agreement on subsidies and countervailing Measures.

. . 'Article 4 puts conditions on rgovernment-directed procurement,
‘mandatory subcontracts and inducements"; article 6, while specifying that
‘the GATT ' "subsidies code” applies to civil aircraft, states that the
.signatories to the code on trade in civil aircraft "in their participation

~ in, . or. support of, civil aircraft programmes (...) shall seek to avoid
adverse ‘effects on trade in civil aircraft (...) they also shall take into
account the special factors which apply in the aircraft sector, in

- particular the widespread governmental support in this area, their
international economic interests, and the desire of producers of all
signatories to participate in the expansion of the world civil aircraft
market”; furthermore, - "Signatories agree that pricing of civil aircraft
should be  based on a reasonable expectation of recoupment of all costs”
including, in particular, "identifiable and pro-rated costs of military
‘research and development on aircraft, components, and systems that are
¢;ubsequently applied to the production of such civil aircraft".

4*,2 ) ) On the development of EC/US dlsputos in the steel sector, I would like
L a{"; to’ rofor to " interim report, doc. A2-

doc A2°125/87.

on.the finnncing of Airbus, vid. "Up on a wing and a prayer for cash",
_ Financial Times, 26.3.1987.
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.have quoted to a certain length from the GATT code in order to show
v fron a legal - point of view, it seems that GATT rules are not very
._binding. “in - particular considering the widespread subsidization of the
. sector. and consist mainly ‘of statements of intentions.

o The negotlations going on with the US are centered therefore on
.3"interpretatlon" and possible "revision" of these two articles; it seems
~that, - while an agreement on article 4 (government procurements) might be at

hand, article 6 (subsidies) still poses major problems, with the US trying
to fix stricter controls on direct subsidization and the EC trying to limit
in particular indirect subsidies (spin-off effects from military R & D and
nilitary purchases)..

Hith regard to the present situation, the US allegations about
subsidies by the governments of four Member States are very difficult to
substantiate, in particular because Airbus Industrie is an economic grouping
and not a company, therefore it does not file finan=ial results: the amounts
quoted by American sources vary in fact by a considerable factor. Talks are
going on at present "to consider the organisation of Airbus and to advise if
the current structure and organization is the most appropriate® (26).

: The situation with regard to subsidies on the opposite side of the

Atlantic is, - I might say,. ‘even less transparent, considering the

" . difficulty, as an’'example, ~of calculating "pro rated costs of military
R & D " subsequently employed for civil aircrafts.

_ . “From. a more general point of view, I would stress some further
, elenents-

‘*a) the co-nercial aircraft market shares in the last years have shown Boeing
. -reinforcing its dominant position (1984: 54%; 1985: 61%; 1986: 64%) (27),
‘,uhich amounts to a practical monopoly for long-range carriers;’

) the interconnectinn between aircraft component industries in the US and

in: the. EC is such, rthat any measure effectively limiting sales, such as
“tariff barriers,’ would cause serious economic consequences on both sides
“of the”Atlantic. R .

“therefore to hope that a nqgotiated solution might be found for
of. I believe that the Europeans do not

&x 5

Panenfage f1seats in,connercial alrcraft delivered “w*w 'ﬁﬂﬂ@?

. ?in,"The wnrld

v
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need to' fear a so-ewhat stricter ’cdhi;éi on ‘sdb:idiéi:fbbth‘ direct and
vindlrect) (28). 7 R REVRE 8 :

o A :pecific point needs houever to be nentioned - erratic movements on
. »exchangc markets, and in particullr of the value of the dollar (currency in
-~which -most - aircraft sales . are expressed): induce considerable uncertainties

"..on possible . profits and on soundness of investments; the use of the ECU in

contracts for aircraft sales:. shoud be adequately promoted, as the only

;.. system, at the moment, for ensuring a certain stability of outlooks.

V. FINANCIAL ASPECTS | |
Lo _ (UsD billion)
us trade;ballnce -27.9 =36.4 =62.0 =112.5 -~124.4 -144.3.4:~155.7 .o

. (fobseif) . ‘ -
us current balance 4.5 -~11.2 -40.8 -106.5 ~-11?7.7 ~-141.3 ~-156

‘;(’) Forecast
‘Source: OECD

.. QECD projectionl. assuning unchanged exchange rates in 1988 and 1989,
..would indicate however an improvement of the US current balance, to -134.2
billion USD in 1988 and -105.2 billion in 1989. .

“The us 1987 daficit on current’ accounts (156 billion USD)- hus to be

;,.apprecinted in comparison with surpluses of the order of 85 billion USD in

"~ Japan,’ 4% billion USD in the Federal Republic of Germany, and around 3¢

-*billion. USD  in the 4 Asian NICs (Korea, Taiwan, Singapore, Hong-Kong). The

_'effectnis a strong . inflow of foreign capital - in the US, 1increasing its

- % external debt, which will cause considerable capital outflout for interest
v and principnl repay-ent: in futuro yetrs.

“

“"’-;..hnrp adjustleht in the nshmmg of the dollar, following its

o (percentage)
Forecasts: 12!1 1252

+1? 3/("A011 174
+13/4 - +11/4

it 5« (T
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y "the fect thet a dnutic ‘reversal in US
titivlty{hu already ‘taken - place,'t'in particular in the manufacturing

3 ructor. and thet - further -declines ‘in’ the dollar exchange rate sight have
' 'on Us-: inflntion and :interest .rates .which - outweigh any

The cue for K Y etebilization of exchenge utes. following the violent
oscillatiom of- the lnt years’ end the lmubility on: the stock urkets.

. 'on “the 'FY' 1988 - budget between the msident and ‘the US
L70n Y Novenber 1907.“ A8 therefore a.step .in the right direction,
need to be 1epleeented in ‘the next

I.f;i{i&rééﬁﬁibe of ‘GNP, 'has shown the following

(10 June '1987) ‘stress 'the need 'to solve
hat further lubetentiel ’lhlftl in. exchenge




facilitate adjustment; protectionist pressures are viewed withs:"grave =
‘concern” (39). ' The multilateral 'system based on the principles and rules of
‘the GATT should be  improved, bearing in mind that "protectionist actions
would be counterproductive, would increase the risk of further exchange rate
Anstability ‘and 'would -exacerbate  the probless. of development . -and

P

rl.”; Follouing ‘the events on the stock markets in the last months of 1987,

public opinion, both in’'the US and in the EC, has grown msore aware of the

risks of a serious econouic downturn in the next years: in this context, the

. panllel with the experience of the thirties, when generalized protectionisa

. was 'instrumental in spreading and deepening the Great Depression, has

" operated some change in the atmosphere, .in particular in the US, where the

-effects of competitivity gains .and export improvement in the unufacturing
fsector also help .to moderate protectionist sentiments.

2. " 'In‘this context. 1 would like to repeat, and strenghten, the
conclusiom of my 1985 report on protectionism:

protectionism, as a general rule, does not provide any lasting economic
.advantage to the State resorting to it: it simply amounts to redistributing
‘revenue from certain general categories (i.e. consumers, both intermediate
and :final) to certain specific categories (workers and shareholders of the
protected industries). State subventions operate mich the same way, by
transferring funds from taxpayers to specific categories of workers and
-shareholders.

‘I'If soie scope for limited protection might be found in counteracting
abrupt phono.om like inport "sumz" or the like, experiencc shows that

" 3. world trade has been affected, overall, by the weakening of the GATT

“.gystem, characterized i.a. by 'the proliferation of non-tariff trade

“:barriers, .and ‘in particular of "ordorly urkoting agrauntl" and "voluntary
”'\restninu" .

M the system of international

has in the past

frcrutod urious problcn for EC exports to the US: any further extension of
! ‘ ".to sectors 1ike agricultural markets (e.g. cereal markets)

":-efurthor ccomlic lco:u. but pnparing the. ground for




..In the highly delicate sector of agriculture, it is clear that only a

i . -with support given mainly through non-output

. ."related direct aids, would reduce economic distortions and the high degree

.. of protection which most of the industrialized econonies. including the US
and :the EC havc maintained until now.

. This approximation to economic reality would reduce at the same time
the tcope for recurrent trade conflicts which could easily spread to a
substantial part of EC/US ‘trade relations.

"The - gtregg;hgging { hg gATT system, centered on multilateral free

trade. ‘on the basis of the MFN clause, appears as the only effective way to
solve the US/EC trade disputes; the Uruguay negotiation round should aim
therefore, in particular, ‘to the following results:

‘l) tightening and clarification of the subsidies.code (both for domestic and
export subsidies);

2) tightening: of GATT .discipline for agricultural sector: .rediscussioncof

‘the ‘US waiver and export policies and of the external consequences of the

"'CAP, . .leading to consolidation and " reduction of producer subsidy
equivalents'

4, '5‘The us and ‘the -EC have suffered badly fron changes in international
patterns of productivity and itrade: - newly industrialized nations have
'con:iderably~ilproved thelir’ ‘performances “'in .the last - years, -and whole

fhtraditional industries have undergone a deep crisis both in the

,"'~ * . Jh

'
e

Protectionisl. in these conditions. ”appéafi ‘simply as a rear-guafd
: at enor-ous "CO8tS : for both parties. -needed structural

B




. having regard to the adoption by the American Senate and. Congress of the
'Omnibus Acg', a'neu‘eonnerciat lau containing explicitly protectionist

,number of enomalies have been reuoved, the above is still
wfoltouing the consultat{on procedure betueen Congress and Senate,

¢t Reagan to use ‘his™ rfght ‘of .veto against this Omnibus .Act
in order ‘not ;to further damage:world trade in-general and USA-EEC ‘trade
fafrelations, uhich eould'only have detrimental effeets ‘for both partners.




'_'on the Hine Equity Bill before the- US Congress

A

concerned ‘that the US Congréi;'has'passtd a bill which could make wine

inports from the :furopean Community into the USA more difficult,

concerned thatithe'lntefhatiéﬁal Trade Commission (ITC) is to be allowed
‘to introduce corresponding protectionist measures at the request of

American -wine producers,

Instruéts its delegation for relations with the United States to insist

at the (orthco«inq meeting with .the. us Congress ‘that the- pranciole of

'reciprocity ‘in trade be upheldy

Ca!ls on the cOunission and the Council to take the necessary steos to
.counteract these rvsks of orotectionisn,

"l%structé its President to !orwardﬁthis resolution to the Commission and
Council of the European Communities.

L




ﬂQTION FOR A RESOLUTION (DOCUMENT 2-895/84)

s ]ofﬂtgbled by Mr MAFFRE-BAUGE, Mrs DE MARCH,
. Re PRANCHERE, Mr WURTZ and Mr PIQUET

»“pursuant to Rule 47 of the Rules of Procedure

on the threat to agricultural exports to the USA

The European parliament,

has adopted draft legislation on external

A. whereas the united states congress
es to restrict

trade (the omnibus Trade gill) enabling the USA tO take measur
wine imports,

of such legislation would be severely prejudicial to
s and would geriously affect retations petueen

pos*tion of the COmmunity's tucaLvepports to
to the high rate of the dollar and whereas the USA'S’
the EEC in the agricultural gector remains substanti-

4,800 million ECU in 1983),

rotect%onist provisions of the American gill, which are
ATT rcgulations;

‘that the gooduill and concessions extended by the community are
'neffectuat and only serve tO encourage the USA in the pursuit of
ctionist policy and its trade offensive on the world market;

ommission and the council vigorously to urge the USA to
nd to drav up counter-measures (e.g. ON jmports of
take jmmediate effect upon the

.. .Catls on the N
“respect its obligations F
soy3 and”American maize glutenfeeo), to

_-enactment of this Lav’
- calls for this problem to be referred to the EEC/USA interparliamentary
: dglegation; - .

SI'g'inéf}uéis"its President'to forward this resotution to the commission, the
‘Councit»and the Government of the United States.

a5
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tavled by M- PXOUET, Hr PRANCHERE, e wum M- nmne -BAGE, M FOF FHANN
and #r. GRENETZ Exo i

_Oﬂ the“shseats made by the United States uith regard to the agricultural
market > ( e )

S

-xuhereas t\e GATT agreements have guaranteed the foundations and
-principles of the CAP,

£
) \‘, '

having regard to the diff\cutties at present on the world market,
in particular for dairy products, ' »

uhereas unfair competition on. the world market penalfizes the
: Community s farmers in particular, '

' b. desirous of good trade relations with the Conmunity s main trading
partners,

E having regard’to the’size of the COmmunity s agricultural trade
deficit uith the United States, :
R
ﬁfﬁrotestsfat?thefbnitedjstates',dedision to withdraw from the
internationa14agreements-on:dairy products;

; Is=disturbed by American pressures f even going as far as a threat
‘fof withdrawal - .to obtain.renegotiation of the GATT agreements with
the aim of ealting intc question the foundations of the CAP;

Is. o cerned'by the preparation of a new American Farm BilL which
R will mean reduced supoort’for agricuttural production to be compensated
walfo b'lincreased .export aids, o

Ca 's_on the Commission and the COUﬂCll to" demonstrate greater resolution
< inthe 'face. of :American pressure on. the ‘agricultural markets, if necessary
d s by,the implementation.of retaliatory measures,.

the COmmunity s role 'as - an exporter vhich should find expression
in as rengthening ‘of ‘the :common trade policy, in partlcutar uith the
estabtishmentzoi ong-ter E




hav!ng'regard_nore particularly to !he lact that one”of‘the ains of
thts bill vi\l be to- discontinue forn incone subsidies in the

uhereas this neasure uill lead to a substantial fsll in American ceneal
) Apr1ces end consequently also to a’ substan(\al fall in uorld prices,
;;vhereas the "udgetary diseipline' 1ntroduced by the Council will
}'preclude higher export refunds being given in respect of- cereals,

“”Calls on (he Commisssion to propose, ‘as’ 3 oatter of urgeney,
neasures to prevent ‘the EEC being squeezed out of the world market;

'Calls%on‘ he Council to-teke as 3 natter of urgency etfective measures
oo W5 1

o b proposed by . the Connission, L \N‘,." Lo : .
ts President to foruard this resolulion to the Conmission




on th lformulatloo'of;eACOnmunity pollcy in response to protectionist
neasures by the USA - ;'xnv- Sl

_Yhe European Parl'ament,

h.vlhgareqard to: lts resnlutlons of" 12 Aprit 198& (boc’, 1- 1540/83) and
112 Aprll 1984 lOoc.”l-S?llk) on. rzc-us polillcal and trade relations,

hnvlng regaro to the protectlonls ‘meosures uh:ch the USA continues

to adopt and apply against European products, ,' L : -

Sl ereas the'protectionist policy of-the usn, which is" chlefly due,
*on ‘the one ‘hand,"to the'rise" n the price ‘of ‘the dollar and, on

theother, to the increase. in the USA's trade deficit with the
;Con-unity, fs tending to: eitend across almost’ the entire spectrum
; of. trade relotions between the COmmuntty and the USA,

‘,havinn regord to the”la'evt etataments’ by“the Presldent ‘of the
Comnission, Mr 4. DELORS, to the €conomic and Social Committee on
‘2 'March 1985 and to the press:on 4 Harch 1985, 'to the effect that there
was'a.conflict between ‘the €€C" and ;the USA on all trade questions and that
there was an.acknowledged need for the Community to pull together so as
ace the problems collectively and dectstvely,

'having reand lo lhe ulder econonir ronsequenr»o«lor the Communtty of
he nppllratvon o! prnteftlontsl policy measures: by the USA,

. wt

lobnt polltical strategy

0u e brrpartng R LY nver»l- 'r:ponse ‘to such
inig; A rcnorl ‘to Pa'l\&nent on the -easures

J‘ -g@‘ " ; . :
L con;unctlon'utth*therlnrmulalion of an overall




“f;.5§§ﬁgv

pursuant to.

fthe dllflcultios caused’ by ‘the! Anerican attitude to exports of '«
European tubes to tne»us aarket,.; W «¢ et : : )

.whereas: 1t ‘s vitatly {nportant, parlicularly for new’ producers, that the

rket’ is reopened at tn oarly date : ; N v

" Calls.on the Comlission to conduct unco-prouizing negotiations which will
- lead:to the narket being reopencd, whilst reject\ng the current :
: denarcation, "

’ SR o ’ !
nopés.t it the Connission uill subnit-to Parlizaent a; report on"the i-pact
of American méssures on the variousxtypes of products nanufactured bitthe

fEuropean tubewindustry as ‘a vhole.v.




Bis tabled by nr smm

‘-pursuant to Rule 67 of the Rules of Procedure
on ‘the s1tuation of the fcotwear sector following the imposition of import
quotas by the USA

eiEurope
‘ atlarmed by thb recent measures announced by the USA to reduce inporss
of footwear drastically and abruptly, a move which of all the countries
-of the EEC would particularly affect Italy which, in 1984, exported
more than 63 million pairs of shoes to the USA, equivalent to 5X of
the oversll consumptaon of that country, - . .
uhereas, ‘coming ctosely on the heels of the restrictions on pasta, this
L measure. represents yet another:policy dec1sion in the trade war being
,uaged by the Untted States against the EEC ‘and Italy in particular,

considering that the measures announced, cons1sting of the imposition
. .of an. import quota on. the basis of type and price, actually favour
. imports of shoes produced in countries such as Taiwan, South Korea
and .Brazil. at-the expense.of Italy.and other countries of the EEC
.uhich'manufacture .shoes in the medium-high quality and price range,

‘concerned about; the economic repercussions both on the industry and
-on the 'small and. medium-sized undertakings in the footwear sector, as
vell as: the effects on ‘em sloyment, ‘
_ S proyments v S

'aving regard to the role p(ayed by the small and medium-sized craft
tndustri s produc1ng hand-made shoes, notably those run on a family

Urges’ the. Council'to d\splsy greater vngxlance and firmness BRI defendlng
'interests v1s-a- is the’ USA- . .




vhereas the trade dispute betueen the EEC and the USA has uorsened as &
,result of Aner*ca 's decision to- increase the duties on pasta products

uhereas this decision has eeﬁ taken.at the very nonent when the Community
‘and /the United States were- reaching an understanding on a new bilateral
sagree-ent connitting ‘the - EEC to restrict its cxports of a wide range of

'leg{ 1uacy f. these agreenents, u“
ik
o \
th




omaittee appoirited:

i

i

Glt.:hai"‘r-;n);

nr«Haenscﬁ,"vdrafts'nin;l MrioChristiansen (deputizing for Mr Ford),.Mr Fitzgerald '
(deputizing .for.Mr. Flanagan);. :(deputizing:for Mr'Ercini), Mr Habsburg, -
Mr' Newens) Mr Pendérs, Mr Per ;A PfLinLin,  Nr Poettering and Mr Welsh.




*Connitteo'on political relations betueen the £uropean Connunity and
tthe Uniled tatessnf»ﬁnerico«(boc.vh 2-105/87), Parliauent'expressed its.

political rrinking.v‘lt enphasized ‘the iuportance of resolving trade disputes
betwecn 'ctheilnited ‘States ‘and the EC ina spirit of ‘gooduwill, ‘thereby .making
+ that he'ities''tha vbind the uestern alliance renain unbroken'

B International developnents over the past
onth have given then added topicality and urgency.

Ve e

: Lt trading powers, fncluding the Conmunity, are tempted to' 1ntroduce
'runilaterllxprotectionist ‘measures 'to shield individual industries that are 4n
trouble.  .Certainly, this' tendency ‘has grown at an alarming rate .in the United
States. n. December 11987.the Comission again published a List of current:US
‘~protectionist'trade barriers. It .demonstrates ‘the increasingly sophisticated
" ‘methods, of .market foreclosure that are being used, some of which, such as
e-export»controls and-unilateral counter-measures:pursuant to section 301 of
the:?rade and Tariff Act 1974, are exclusively practised in the:United States.
The future course adopted by ‘the us will be deternined more than anything by
“‘the .new 'trade ilegislation. The proceedings of the joint conference of members
~of ‘both -Houses.of 'Congress on the Trade Bill 1988 ‘have :not yet been
completed.  The .outcome will decide whether the world's richest nation and
‘the Community's most important trading partner will continue to take refuge in
:protectionism or whether it .will allow the development of the free world trade
"gystem to go ahead.' ' The report by the Committee on External Trade Relations
‘Ycomes .at ‘the right time to remind our American partner once again of the heovy
fresponsibility it uould bear if it opted for the wrong path.

The Political Affairo Conmittee requests ‘the Committee on External
Econouic Relations to include the follouing ‘points in its report.
-5 1 Partianent wetcones the recent . encouraginq trend in the US balance of
'trade, with a-:significant drop 4n its deficit being recorded in November 1987
.'for sthe 'first time over a long period, amounting to roughly $ 4 billion.
,,Underlying ‘this is ‘both a surge iniUS. exports, including those to the.
. Community, . ‘and ,the ‘recapturing of parts of :the'US domestic market. .
Parliament "is inaturally awvare of the problems -this will entefl for European
companies; :but it -considers ‘this development a welcome sign of the {nnovative
forces at work’ ‘{n ‘the" :Us :economy, and:calls .on the US to ‘take the opportunity
to*distance itself fron -any further escalat{on in the enforcenent of its trade

'conomiC'adjustnent‘broﬁle-s but aggravates them.. Major American voices
"e Lso stressing that it 1s not,protectionist measures that will ‘Llead to the
What is
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Bt 4 . . .

B3 par ianént*tbnii&irsjfbé?iuctéséﬂbfffhé’Uruguay:Round of .great polfitical

o importane ETthdovelopingscountries‘nust be guaranteed .continued access to

aenbpqrnging,progress 'vAgtlghteﬂing-up>ofjus*trade}legislationvuould place
-théﬁﬁinﬁjeoplrdyAondficoravatdTthe;Third World's debt .problem in an

ﬁii;resbbnsible»uay.',gThe'UnitedrStates)nust‘be*reuinded of ‘its .responsibility
for leading ‘the noVolentvtowcrdi*agstrengthened.and‘expnnded multilateral
world trade system, ~ .. - e P

D v

'jthpﬁnprkbts%of:the3ip¢qstrialized:nations.-rfThe:GATTvtalks are making
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QPINION
(Rule 120 of the Rules of Procedure)
of the Committee on'Aﬁriculture, Fisheries and Food

Draftsman: Mr EYRAUD

At its meeting of 27 to 29 January 1988 the Committee on Agriculture,
. Fisheries and Food appointed Mr Eyraud draftsman of its opinfon.

It considered the draft opinfon at its meetings of 26 and 27 May 1988 and
2 and 3 June 1988 and adopted the conclusions unapposed with 1 abstention.

The following took part in the vote: Mr Colino Salamanca, Chairman; Mr Frlh,
Vice=Chairman; Mr Woltjer, acting rapporteur; Mr Buchou, Mr Carvalho Cardoso,
Mr Cervera Cardona, Mr Dalsass, Mr Debatisse, Mr Gatti, Mr Howell, Mr McCartin
(deputizing for Mr Stavrou), Mr Marck, Mr Mouchel, Mr Romeos, Mr T. Rossi,

Mrs Rothe, Mr Sierra Bardaji, Mr Spith, Mr Tolman and Mr Wettig.
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INTRODUCT ION

1. The opinion 1 am drawing up on behalf of the Committee on Agriculture,
Fisheries and Food is a continuation of the work begun in 1985
(PE 100.047) which culminated in an interim report by Dame Shelagh Roberts
on behalf of the Committee on External Economic Relations (Doc.
A 2-149/85, adopted by the European Parliament on 13 December 1985,
0J No. C 352, p. 280, 31.12.1985).

I have obviously not given all these references for historical reasons but
because these documents are still partly valid, and I think it is
worthwhile refercring to them.

Preliminary remarks

The first remark concerns the importance of agriculture in the-report on wese
protectionism in EEC/USA trade relations. In her working document

(PE 118.134) Dame Shelagh Roberts, rapporteur for the REX Committee,
acknowledges that 'agriculture constitutes the main bone of contention' in
trade relations between the EEC and the USA. This is an aspect that must

not be overlooked in the debate on this report.

It should however be borne in mind that agriculiure is merely one of the
subjects to be dealt with in the more general GATT negotiations now under
way.

The second aspect is the strong protectionist trend that has emerged $n
the United States in the last two years and that has taken the form fo-
instance of laws and bills such as the 1987 Trade and International
Economic Policy Reform Bill and the Omnibus Trade Bill, the Agricultural
Enhancement Export Programme and the 1988 Trade B8ill.

In additfon, it seems clear that the internal Amerfcan political climate
is very worrying from the point of view of future trade relations between
the United States and the Community.

USA/EEC agricultural trade

world agricultural trade has proved to be th: main area for trade
“confrontation between the United States and the Community. The figures
for the 80s show that the value of Community exports has remained constant
or even slightly lower than that for 1980. Since the 80s however the
value of US exports has fallen considerably, from 41 to
. 26.1 bitlion dollars. The latest figures for 1986 show that the two blocs

t% . are more or less equal. Nor should it be forgotten that since the 60s the
United States have considerably increased their exports, to 7.3 billion in
the 70s and 41 billion in 1980.

»
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8. Secondly, if we look at the trade balances of the two countries in terms
of agricultural products exported, we can see that the United States has
always been an exporting country although the situation deterforated in
1985 (estimates for 1986 indicate an improvement) and that the Community
has always been an importer of foodstuffs although its deficit has
remained more or less constant since 1980.

Trade balance (excluding intra-Community tcrade)

United Stetes

Total Age.

o 2.8
-n -2.0
2 4.3
9 1.2
ile 3.0

198 ’.¢
L 1.8
L «29.0
1978 -31.8
e »22.3

180, =21,0
el . =30.0
v382 T =38.2
1983 U . es0.7
N8 - 110,98,
1988 0 7 e136,7

I I TR 162.4 . °

"ma = fot svallable.
Soucrcest USOA and EC.
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9. It would be interesting to give the figures for the Community’'s.tgade  oqu
balance deficit in agricultural imports. The same applies to the figures
for bilateral trade between the .:ited States and the Community. The
balance is in favour of the USA but has bcen on a downward trend in recent
years.

Agricultural support policies in the EEC and the USA

Your rapporteur analysed the American agricultural policy in the document
he submitted in 1985. The policy has not changed much, since it is still
determined by the 1985 Farm Bill although it is obvious that the amounts
allocated by the state to the different export support programmes have
been revised, mainly upwards.

11. Without going into the policy in too much detail, 1t would be useful
briefly to analyse the different forms of official aid for agriculture in
general in order to compare the two systems. The following table clearly
shows the impressive increase in Amerfican aid in recent years,
particularly in 1986-87.

Figra -Cutloys for price cnd incowe eupport

Tadle -utiays ‘ar price and inoa

o B united s1etes

e
P55C A

Al wlle

1986 )/
1907 )/

v

17 Estimate.
Sources: USOA snd EC.

These figures are particularly significant and interesting because they
.- relate to thé country clamouring the loudest for a reduction in all forms
<.of.ald in international circles. In addition, 1f we look at the different
" products in detail, during the period 1982-84 support for a Tiumber of “WWw
“products was higher in_ the United States than in Europe.

N
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Community efforts to manage production

Ve feel it is necessary in this opinion on protectionism and trade
relations to emphasize the considerable efforts made by the Eu-opean

R

¢ Community to control the volume of production since the beginning of the
: ~§{ 1980s with a view to reducing tension on world markets. N
,é 14. Without wishing to analyse the various sectors in which restrictive
g measures have long since been adopted ~ quotas, guarantee thresholds and e
.3 recently stabilizers - it must be borne in mind that corrective measures
4y aimed at improving control of production and expenditure were adopted by
% the Community as early as the beginning of the 80s and affected almost all
K, ma-ket organizations. These measures can be grouped together under three
} main headings:

= a more restrictive pricing policy pussued by the Community once it
; became self-sufficient in most sectors. The overatl drop in

: institutional prices during the last four marketing years was about 10X
and has largely offset the increased productivity rates in the -

agricultural sector;

less permanent and more restrictive intervention. The Commission, often
followed by the Council, has tried to restore the intervention mechanism
to its original function of safety net and to reduce its

% attractiveness. Several changes were for instance made to the various
; market organizations to make intervention more restrictive and prevent
it becoming an outlet, as was the case for some products during a

certain period;

Limiting aid by fixing quotas and guarantees. From 1982 on guarantee
thresholds were introduced in several surplus sectors, and from 1982 to
1984 almost half of the regulated final agricultural products was
subject to a similar system of guarantee thresholds.

T

Despite the fact that this policy of controlled production hit farm
- incomes hard, it was a success. For instance, in the dairy products

i sector where the situation was disastrous only three years ago,

' intervention buying=in of skimmed milk powder was Limited to 55 000 tonnes
in 1986/87, Less than one tenth of the quantities bought in in 1986. This

is a very important achievement.

Although the Community has attempted to reduce its own production, it is
still very liberal as regards imports, even of products such as cereals.
For instance, imports of cereal substitutes into the Community are still

increasing.

Community imports of cereal substitutes
(m tonnes)

1980
4.86

Products 1970

Ranioc

Maize gluten 0.59 2.59 4.09
TOTAL 3.69 13.03 15.04
Source': Expocorn, Rarch 1988
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17.

Although something has been achieved by the Community internally, it
cannot be said that the world market situation has really imporved; on the
contrary, other countries have frequently taken advantage of reduced
production in the Community to take its place on the wor~ld market. To
return to the dairy sector example, latest figures show an increase in
world production: the United States in particular have apparently
increased their production by 2 million tonnes with the help of existing
aid systems. New Zealand and Canada have also seemingly increased their
production and thus cancelled out all the positive effects that the
sizeable reduction in Community production had had on the world macket.

In addition to the dairy sector specifically, some comment is required at
a tise when GATT negotiations are getting to the heart of the matter: in
the absence of any international agreement, any reduction {n prices or
production in the Community could welt be to no avail mainly because of
protectionist trends and increased net exports in all countries, as was
recognized in the OECD report "National policies and agricultural trade'
published in 1987. The fact that the summit meeting of the heads of state
and goverrment of the EEC in February 1988 called on the Commission to
consider this point is to be welcomed.

American restrictions on imports

19.

Your rapporteur considers it worthwhile to give some examples of
regulations governing imports of certain agricultural products to the
United States. The United States imposes a system of quotas on a number
of agricultural products to control imports. The system applies mainly to
dairy products such as cheeses, sugar, including certain syrups containing
sugar, some types of cotton and peanuts. Some of these restrictions are
covered by a GATT waiver.

These restrictions have particularly negative repercussions for the world
market and Community exports, for instance of eugar. Section 22 of the
1933 Agricultural Adjustment Act permits the {mposition of restrictions on
jmports if imported products interfere with or influence any agricultural
development programme. Such potentional restrictions violate GATT ™
Articles II and XI.

Although a GATT waiver was granted in March 1955, the Community has
frequently maintained that there was no longer any justification for it.
Community experts believe that without these restrictions Community
exports of cheese and sugar, currently worth about 237 million and 150

“ million dollars respectively, could be considerably higher. During the

Tokyo Round the United States agreed that the waivers could be

" reconsidered. It fs important that the Community should try to abolish

" these restrictions during the Uruguay Round.

In addition to this s?stem of import restrictions, the United States apply
‘another system that in practice acts as a barrier to imports to their
country. When a product for which there is a quota is imported, the

.~ American Government insists that it not be given customs clearance whilst

LR

§t is within American custom premises. Thus importers and exporters are
not sure, when the goods arrive in the United States, that the quota has
not been reached. If it has, the goods must be re-exported or kept in a

- warehouse at extra cost until a new quota is opened.

This proce&bre clearly constitutes an obstacle to trade. The question
~ arises of whether application of this procedure is always compatible with
" the import licence procedures provided for in Article 3 of the GATT code.

»




" American export aid | - Y

24 Following these two examples of barriers to imports, it is interesting to
consider the main Amesican export subsidy systems that constitute the
other aspect of protectionism. The 1985 Food Security Act (Farm Bill)

allows the American Department of Agriculture (USDA) to use Commodity

Trag: Incorporation reserves to subsidize exports of American agricultural

products.

The USDA may also use more than 2.5 billion dollars to finance exports.
This programme, known as the Export Enhancement Program (EEP) is used for
several products - wheat, flour, barley, feedingstuffs, poultry, eggs,
dairy cows, all fodder grain, malt, rice, meal, vegetable oils = and for
aé' exports to the Community's traditional clients such as Af~ica and the

2 Middle East. 1In 1987, the United States added China to the Llist of

' countries in which the EEP could be applied. The programme will be
continued in 1988 and will have the effect of causing a depression on the

world market.

By 15 March 1988, about 35.1 million tonnes of wheat, 1.6 million tonnes
of flour, 5.2 million tonnes of barley, 0.14 million tonnes of poultry,
21.5 million dozen eggs, 64 900 dairy cows, 0.4 million tonnes of malt,
- 0.26 million tonnes of vegetable oils and 0.37 million tonnes of seeds for
feedingstuffs had been subsidized for export under this programme.

In financial terms, aid already allocated had been estimated at about
N 1.9 billion dollars. One direct consequence of this American

s aggressiveness was that the Community had to increase its export refunds.
. Thus, during the Uruguay Round, it will have to negotiate a reduction in
American subsidies in return for the efforts made by the Community since

1984,

The 1985 Food Security Act contains another programme, 'Target export
A assistance' under which the Department of Agriculture may allocate

: 110 million dollars a year up to 1988 and 385 million dollars in 1989 and
1990 or the value equivalent of goods held by the Commodity Credit
Corporation for the specific purpose of reacting to the effects of export
.subsidies or other trade practices considered unfair by the United States. ,

The American definition of 'subsidy' §s obviously a very broad one. It

v includes export subsidies, export duty rebates, financial assistance o-
"..even preferential rates for the funding of export operations, all indirect
.. aids that could reduce production, processing and distribution costs, all
*. . internal consumer quota systems or other methods to ease the availability
fwof the. raw materials needed to manufacture the product.

- 30. In 1988, about 110 mill{on dollars have already been included in this
";programme to promote exports of high value added products such as wine,
“'fruit and vegetables, dried fruit and citrus fruit, particularly to Europe

;and the East..

1. Other types of American aid are more indirect but are no less effective.
¥ COPn- gluten feed and other cereal ‘substitutes are obtained mainlysfrom the |
processing of’ maize: into feedingstuffs, sweeteners or even ethanol. For = -
s thel: latte' two, the'United States provides. both direct and indirect aid
nd tax’ *ebates. fror instance, 'sweeteners derived from maize may be
‘gibﬁle for many . types of. ‘aid under the agricultural programme, for

¥ instance very, low pricas&for maize and an extremely high price for sugar
' in'tho‘United States.’wSecondly; they may benefit from the particularly
tfrestrictions on sugar-imports.: Similacly,: the production of
”'*an'additive 4n’ petrol has’expanded dramatically in .
nks to very high: fiscat aids: 1n the form of reducedv




. 32. AlL this has very serious repercussions fo» the Community: with all this
' aid, the United States can export all of the corn gluven feed it produces

at extremely low prices. It should not be forgotten that these low=price
exports of corn gluten feed have considerably reduced consumption ofepee : -
Community cereals as animal feed. It should also be remembered that the
Community imports more than & million tonnes of corn gluten feed worth
568 million dollars a year from the United States. These imports help to
create surpluses in the beef and dairy sectors and represent the
equivalent of about & million tonnes of Community cereals. Here too the
Community must conduct a large scale campaign to reduce these imports.

. CONCLUS IONS ‘ .

. 33, Your rapporteur concludes from these specific examples that the United
States is taking a whole series of measures in order better to negotiate
in GATT. In the circumstances the Community is risking turning up at the
GATT negotiations with a very small margin for manoeuvre mainly because it
has imposed restrictions on its own farmers and demanded sacrifices of
them.

Having said this, your rapporteur admits that less protectionism
throughout the world could have a dynamic effect on the whole agricultural
sector provided all countries make an effort at the same time although it
should be borne in mind that each country must ensure availability of
foods supplies.

Your rapporteur would also Like the European Parliament to have a greater
role in keeping an eye on all the problems of world agricultural trade.
He therefore again proposes that an ad hoc working party composed of
members of the Committee on Agriculture, Fisheries and Food and of the
Committee on External Economic Relations to:

- monitor all problems affecting world trade in agricultural products;

- guarantee permanent contact with the Community delegation responsible
for negotiations in GATT;

- report periodically to Parliament on those negotiations.

. PE 119.305/fin. /Ann.
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EUROPEAN PARLIAMENT_

CORRIGENDUM

TO THE REPORT BY Dame Shelagh ROBERTS
(boc. A2-89/88)

on protectionism in trade relations between the European Community and the
United States of America

paragraph 20 to read as follows:

20. Considers that, in order to avoid economic distortions and disruptive
trade disputes, it is necessary that the main farm producers who are
contracting parties'to GATT, including the US and the EC, do not
allow internal prices to stabilize at levels which are inconsistent
with economic reality; they must also hold talks with a view to
the reduction of support for agriculture and the immediate
application of market stabilization measures;

Paragraph 23 to read as follows:
23. Considers that the EC/US dispute on the EC hormone ban should be
resolved on the basis of consumer and health interests, ascertained

by an independent body, barring any "hidden protectionism";
(rest deleted)

concerns English version only
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