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EEC

The Community’s world role

The European Community is one of the
success stories of the lafter half of the
twentieth century. It began in 1951 when
six warshattered natfions decided to pool
their basic industrial resources of coal and
steel so that war between them would be
impossiole. Forty years later, it has grown
info a 12nafion Community which is a
majorworld economic and frading power.
The European Community! represents,
alongside the United States and Japan,
one of the three pillars on which the global
system of pluralist democracy and market
economy is built.

As the dynamics of European infegration
thrust forward, the Community is consoli-

! The European Community is in fact three

Communities: The European Economic
Community (EEC), the European Coal and
Steel Community [ECSC) and the European
Atomic Energy Community [Eurafom]. For
convenience sake, they are considered as
one entity and are referred fo throughout this
Fubhcolion as the European Community

dafing its economic power through the
1992 single market programme and the
creation of an economic and monefary
union [EMU) with a single currency. It is
also strengthening ifs political dimension
through a porallel project for political
union, one of whose aims is fo unify the
foreign policy of Member States.

This new inner sirength can only add fo the
Community'sinternational standing, bring-
ing with it new responsibilifies and new
challenges. The breathiaking pace of glo-
bal geopdlifical change (ec;uires Furo-
E)eon response mechanisms of a kind that

as nof existed hitherto. The Community's
infernational role is therefore expanding s
it deepens ifs relations with fraditional
pariners and assumes new responsibiliies
with new pariners in Eastern Europe and
elsewhere.

The unique nature of the Community —
more than an infergovernmental

organization but less than a sovereign

Over 20 heads of State,
prime ministers and
leading political
persondlities from third
countries visited the
European Commission in
1990. On 29 May
1989, US President
Ceorge Bush came

to Brussels

and visited

Mr Jacques Delors,
President

of the European
Commission.




State - makes its specific international role
more difficult. So does its basic constituti-
on, the Treaty of Rome, which gives the
Community wide economic powers but
few political ones.

Despite this, it has played a pivotal role in
preserving and expanding the multilateral
world trading system and forged an un-

precedented network of frade and coope-

the industrialized and developing worlds.
Its polifical influence too has grown over
the years thanks to the deve%opmem of
what is called European political coope-
ration [EPC) whereby Member States coor-
dinate their foreign policy.

The structures and procedures for foreign
policy cooperation were codified for the
first time in the 1987 Single European Act

(SEA). These will be further refined and

| ration relationships with its pariners from

Support for joint Community defence
A large majority of the public in the European Community (61%) feels that the
Community should have a common defence organization. This was the clear answer

to a flash question inserted into the regular sixmonthly Eurobarometer opinion survey
in the 12 Member States of the European Community in Ocfober 1990.

In only one Community country (Denmark) are more people [50%) against a common
defence organization than for (40%). In two others, Germany and the Netherlands,
exactly 50% of those questioned favour common defence. In the nine other Member
States — including neutral Ireland — a clear majority are in favour. In two countries,
France (73%) and Portugal (72%) almost three-quarters are for.

A total of 12 872 people throughout the Community were asked: ‘Currently the
European Community cannot involve itself in matters of defence. Some say that the
Gulf crisis has proved that the European Community should have a common defence
organization. Others feel that such a common defence organization is not necessary.
What is your opinione’

The replies, by country, were as follows (%):

%
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90—
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extended in the framework of political
union.

The special nature of the Community and
the way responsibiliies are split between
it and Member States can cause problems
for the EC and ifs pariners. Sometimes the
latier have been disappointed at the ab-
sence of Community action on a specific
issue, notrealizing thatthe issue in question
did not come under the EC's authority. At
other fimes, the seeming ambiguity of
decisiontaking procedures have generar
fed suspicion and even, in some cases,
hostility among its pariners that hindered
the acceptance of the EC as a fully-fledged
member of the world community.

In some policy areas, like trade and ag-
riculture, it has exclusive authority to act in
place of and on behalf of its Member
States. Other areas such as fransport or the
environment are spheres of ‘mixed’ respon-
sibility, with the Community able to take
decisions on some aspects while national
govermnments refain — af least for the time
being — responsibility for others. Certain
areas of policy, such as defence, have
hitherto lain outside the competence of the
Community allogether.

We need fo overcome whatever resistance
we encounfer, if only to adapt the instruments
we already have, so that we can, for
example, inject more substance info the
Llomé Convention or make a success of our
aid programme for Poland and Hungary.
We need fo give countries that depend on
exports for survival more access fo our
markets fo prevent them plunging deeper info
debt. We need financial insiruments which
will help these counfries to adapt and
modernize their economies. | am concerned
that we will never achieve all this with our
present decision-making procedures. Thanks
to the Single Act the Council, Parliament and
the Commission are a more efficient
institutional froika than they were a few years
ago. But this is not enough fo enable us fo
keep pace with events.

Jacques Delors, Bruges, 17 October 1989.

Mr Jacques Delors,
President of the European
Commission [right] and
Mr Frans Andriessen,
Vice-President, receive Mr
Toshiki Kaifu, Prime
Minister of Japan, and Mr
Nakayama, Japanese
Foreign Minister,

on 10 January 1990.



Joint foreign policy favoured

Over half the European Community's population (51%) favours a joint foreign policy
for the Community, while just over a quarter (26%) is against. This is one of the findings
of a Eurcbarometer opinion survey in the 12 Member States of the Community in

autumn 1990.

The detailed results (in %) per country:
]
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One fundamental principle lies behind the
Community’s policies towards the oufside:
enlightened selfinterest. The EC's own
economic wellbeing depends on a lib-
eral, multilateral world economic order as
well as on the welfare of its partners,
particularly in the Third World. To this
principle, can be added a sense of respon-
sibility towards former dependent territo-
ries of Member States which has led to
special relationships like the Llomé Con-
vention  with the African, Caribbean and
Pacific [ACP) group of countries.

This principle has been pursued with @
mixiure of realism, pragmatism and com-
promise. At the multilateral level, the Com-
munity has established a leadership role in
the field of global frade liberalizing nego-
fiafions within the General Agreement  on
Tariffs and Trade (GATT) and in North-
South relations in the UN context.

Bilaterally, it has trade and cooperation
agreements with the ACP countries, the

States of the Mediterranean basin, ifs
neighbours in the European Free Trade
Association (EFTA] and in Cenfral and
Eastern Europe.

The nature of the Community's external
relations at present reflect its position as
fundamentally an economic entity. The
sheer weight of its economic power and its
ability to speak with one voice on behalf of
all its members have propelled it info a
leadership role on world frade. But, con-
scious that this role carries political respon-
sibilities too, the Community has develo-
ped over the years its foreign policy cor
operafion. As a result, its influence on
world events has tended fo become a
good deal wider.

But the Community's external relafions are
affected not just by its own choice of
options and ifs own decisions fo deepen
and develop ifs structures with the creation
of the post- 1992 single market and the
progress fowards EMU and  political



union. It must also respond fo outside
events.

The dramafic and farreaching events of
the past two years in Eastem Furope, the
SovietUnion and the Gulfhave posed new
challenges to which the Community is
responding. If is developing a variely of
new instruments — a new generation of
European agreements with its eastern neig-
hbours, new types of cooperation with the
SovietUnion, possibly an East\Westenergy
charter and a support programme for the
postwar regional reconstruction and de-
velopment after the Gulf war. It is also
gearing up to respond to a series of
requests for Community membership from
a number of couniries.

As FastWesl délente strengthened, the
confrontational relationship typified by the
Woarsaw Pact and the NATO dlliance
changed ifs nature. The Member Stafes of
the Community who belong fo the West
European Union (WEU) have used this
forum 1o strengthen their defence coopera-
tion. So as to reinforce their ties in the face
of a shift in NATO priorities, the United
States and the Community signed in Nov-
ember 1990 a new declaration on EC-US
relations, which created a new institutional
framework for mutual consultation.

Both internal and external factors therefore
are pushing the Community fo assume that
fuller role in world affairs which its econo-
mic weight diciates and which ifs friends
and pariners are rightly looking for.

Now, more than ever,
there is a need for vision
and imagination, for the
casting-olf of established
patterns of thinking and
for infernational cooperati-
on on an ambifious
scale. . . The challenges
before us are enormous
and we in the European
Community are preparing
ourselves fo live up to
these challenges.

Frans Andriessen
Vice-President of the
European Commission



The Community

as a world economic power

The world’s biggest trader

The Community is the world's biggest
frader. Its external exports [excluding
Members' trade with each other) amoun-
ted to ECU 413 billion in 1989. This
represented 15 % of world exports compar-
red with 12 % for the United States and
9.1 % for Japan. The EC is the biggest
market in the industrialized world with a
population of 340 million; it is also one of
the most open.

The Community has fo export in order fo
finance ifs substantial imports of food and
raw materials. The EC is the world's big-
gest importer of agricultural products. The
Community’s exports consist of quality
manufactured goods (80% of the total) and
of processed foodstuffs.

The Community therefore needs export
markets to be as open for EC products as
its market is for imports. In this, the Commu-

Europe, world partner

nity owes much fo the considerable achie-
vements of the GATT syslem over the past
four decades in reducing worldwide bar
riers fo frade in manufaciured goods. The
Community has in fact helped o make
these achievements possible. Ithas been a
leading participant in the Uruguay Round,
the latest GATT liberalization initiafive which
includes for the first fime a major prog:
ramme of liberalizing farm frode and frade
in services.

As a result of successive GATT tariff re-
ductions, the Community's weighted av-
erage fariff level for industrial goods is now
less than 5%. Once the various tariff prefe-
rences which the Community grants fo
many suppliers are taken info account the
average industrial tariff level effectively
applied falls to about 1%. Developing
countries benefit from dutyfree access to
the Community for their manufactured or
semirmanufactured goods either through

The European Community, world's leading frading power

The share of world trade! held by the principal trading nations in 1989 (in %):

1

3
100

EC United States

Japan USSR Canada }

! Excluding frade between Community countries

Source: Eurostot



direct agreements with the Community or
through the EC's generalized system of
preferences [GSP).

At the heart of the EC's external relations is
its common commercial policy which gives
the Communi?/ exclusive authority for the
frade policy of its Member States. It provi-
des for major decisions to be taken by the
Council of Ministers by maijority vote and
confers on the Furopean Commission con-
siderable execufive and negotiating auth-
ority. The resultis that the EC is able o toke
swilt and effective decisions in the trade
policy area.

The decision by the authors of the Rome
Treaty to establish a common commercial
policy for its exiernal trade wos a logical
counterpart to the decision fo establish the
free circulation of goods and services
within the Community. By the same token,
the current initiatives fo complefe the inter-
nal market by the end of 1992 will likewise
have important implications for the
Community’s external trade policy: the
disappearance of physical frontiers within
the Community Wifﬁeod o the elimination
of the last remaining disparities in Member
States' frade policies. Thismeans, in effect,
putting in place the final elements of the
common commercial policy.

The common commercial policy is aug-
mented by common rules for the liberaliza-
fion of imports, for surveillance and safe-
guard action and for action against dum-
ped and subsidized exports. These were
addedtoin 1984 by the creation of anew
frade policy insirument enabling the Com-
munity to take action against illicit frade
practices by its trading partners.

Eureka Slide

The European Community
is world leader in matfers

of trade. This is due to the
quality of ifs products.

lts role in world trade
apart, Europe wants to be
a fruly loyal partner, but
vigilant and ambitious,
anxious to build a fairer,
more effective economic
order.

Jacques Delors,
investiture s eech/
European Parliament,

17 januvary 1989



The external dimension of
the single market

The Community’s decision in 1985 to
creafe a fronfierfree infernal market across
the Community by the end of 1992 is in
itself one of the most significant economic
milestones of the past decade. It has
caused firms and governments both within
the Community and outside fo rethink
production, markeling and investment strar-
fegies.

The Community’s suppliers

20

Despite progress over the years, many
awkward barriers remained, which kept
the 12 national EC markets fragmented.
The initictive for the single market prog-
ramme came from Jacques Delors, the
former French Finance Minister, who be-
came President of the European Commis:
sion in January 1985. Delors deliberately
chose the single market 1o relaunch the
Community after five years of nearimmobi-
lism rather than his alfernative projects for
EMU or political union. These are now

. 228 Where the Community’s imports come from (in %, in 1989)
_United States 18.7 —q
~ Japan 10.3 100
Lafin America 58 {
ACP cg;untrigs? 4.4 30_:
USSR 34

EFTA!

us

Jopan

Latin
America

ACP

counfries? |

! European Free Trade Association (Austria, Switzerland, Iceland, Sweden, Norway, Finland).
2 Countries in Africa, the Caribbean and the Pacific, which have ties with the Community through the Lomé Convention.

The basic idea behind the 1992 project
was fo speed up the removal of the
remaining national barriers to the EC's
infernal market so that European firms
could benefit from a home market of truly
confinental dimensions and take advan-
fage of scale economies thus generated to
increase their worldwide competitiveness.

The concept of the vast single Community
market, unhampered by internal frontiers,
was atthe very core of the objectives sefin
the Rome Treaty in 1957. The Treaty
preomble expresses the resolve of Com-
munity members.

To ensure the economic and social pro-
gress of their countries by common action
to eliminate the barriers which divide Furo-

pe.

following in the wake of Project 1992,
confirming the apness of Delors” strategy.

The aim of the single market programme is
fo eliminate the remaining physical, techni-
cal and fiscal obsfacles to the free move-
ment of people, goods, services and capr
tal within the Community. Inifial doubts the
Community or its frading pariners may
have had about the chances of success of
the project have been dissipated.

The commitment to achieving the comple-
tion of the single market was given con-
crefe form by the Member States through
the Single European Act which came info
force in 1987, This document confained
the revisions in the Rome Treaty required fo
speed up decision-aking on single market
legislation.

urostat

I

Source



Source: Eurostat

'The Community’s clients

The destination of the Community's exports (in %, in 1989):

20

259
18.8

3.6

3.4

2.9

EFTA us Japan

Lafin ACP USSR
America countries?

! European Free Trade Association (Austria, Swiizerland, Iceland, Sweden, Norway, Finland).

2 Countries in Africa, the Caribbean and the Pacific, which have ties with the Community through the Lomé Convention.

The SEA not only strengthened the powers
of the Furopean Commission as the Com-
munity executive, it also, crucially, infrodu-
ced the principle of majorify voting instead
of unanimity in a number of policy areas
related fo the single market.

The single market has many ramifications
for the Community's trading pariners. At
the fechnical or insfitutional level, the com-
plefion of the internal market requires the
complefion of the common commercial
policy. In concrefe terms, this means that
individual import restrictions Member Sta-
tes have been allowed to mainain will
have fo disappear by the end of 1992.

These concemn longstanding quota re-
strictions individual EC counfries have im-
posed against certain products - such as
cars and consumer electronics ifems —
principally from Japan and South-East Asia
and awide range of goods from the Soviet
Union and Eastern Europe. Internal limits
among the Twelve concemning how fextile
imports are shared out or how sensitive
praducts coming in under the GSP are
handled will also have 1o disappear.

Other consequences of the single market
for the EC’s outside pariners are harder fo
quantify. Many have voiced fears that the

post 1992 Community will resemble o
fortress Europe’, turned in on ifself and
profected from outside competitors by a
series of external barriers. In other words,
these pariners are concemed that the
major change brought about by the single
market will be fo transfer exisfing barriers
from the Community’s infernal frontiers
where they are foday fo ifs external ones.

These fears were addressed by Commun-
ity Heads of State or Government at the
Hanover meeting of the European Council

in June 1988. They declared:

the internal market should not close in on
itself. In conformity with the provisions of
GATI, the Community should be open fo
third countries, and must negotiate with
those countries where necessary fo ensure
access to their markets for Community
exports.

Similar views were expressed by the Rhodes
Furopean Council in December 1988
where the Community rejected the implied
criticism of fortress Europe” with the slogan
of ‘pariner Europe’.

At the macroeconomic level, the completi-
onof the infernal market will boost growth,
creafe new jobs and sharpen competiti-
vity. This new dynamism in the Community

1}




3.3

34

277

45.6

economy will stimulate the world economy
and create new market opportunifies for its
suppliers whether they are located within
the EC or outside.

Exporters to the Community will find them-
selves selling info a single market of 340
million consumers with a uniform (or mu-
tually-recognized] set of norms, standards
and procedures. They, like local EC firms,
will need to manufaciure to only one set of
standards in order to market their product
anywhere in the Community. They will no
longer have to face 12 different national
requirements. Foreign firms, like Communi-
ty operators, will enjoy scale economies
and greater markef flexibility.

Moreover, the Community is bound by its
infernational obligations, both multilateral
(GATT and the OECD) and bilateral (the
EFTA and Mediterranean agreements and
the lomé Convention). Thus in areas like
norms and standards, or government
procurement in secfors covered by ihe
relevant GATT code, the benefits of the
single market will, in line with the EC’s
obligations, be made on a nondiscrimina-
fory basis to the Community's frading
partmers.

It is also in the EC's own interests o keep
the post- 1992 market an open one. As the
world’s largest exporter it is dependent on
the existence of open markets around the
world. In many ways, the Uruguay Round
represents the forum for translating the
external aspects of the single market info
concrete advantages for ifs trading part-
ners, particularly as concems the further
expansion of world frade in goods and the
extension of liberdlization rules to trade in
services.

The impact of economic and
monetary union (EMU)

The rapid progress made in preparing the
single market encouraged Delors to push
ahead with his second inifiative — econo-
mic and monetary union [EMU]. This was
supported by Member States who reali-
zed that the economic gains derived from
the single markef could be greatly enhan-
ced by the creation of an economic and
monetary union and, ulfimately, a single
currency.

Pattern of trade of the European Community

(in % in 1989, by category of produci)

%
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oils, minerals, materials equipment producls
and oils and and rolling

allied fats stock
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Eurostat

Source:



The Community has already represented a
zone of increasing monetary stability in a
world of floating exchange rates since the
creation of the European Monetary System
[EMS) and a set of fixed exchanges ber
ween participating currencies. The Com-
munity currency, the ecu, has increasingly
been used in international payments on&qin
borrowing and lerding operations on in-
ternational capital markes.

The process to move from EMS to EMU
began at the Hanover European Council
in June 1988 when Delors was asked to
head a commitiee to produce a blueprint
foreconomic and menetary union. The first
stage of a threesstage fransition fo EMU
began in July 1990. Stage two, with the
creation of a Community central banking
structure, is due to start in 1994,

The international dimension of EMU was
sef outin an explanatory memorandum fo
the draft freaty on EMU issued by the
European Commission in December 1990.
It states that

the dynamic gains will stem from price
stability, enhanced economic efficiency,
itself conducive fo growth, and more ef

ficient management of public finances
owing fo a reduction in the real burden of
interest and in the size of deficits. This
should have a positive impact on employ-
ment and on the balanced developments
of the regions and, finally, should give the
Community a greafer role to play in the
world economy.

The creation of EMU with the ecu s a
single currency [or with national currencies
imevocably fixed] will provide a monetary
zone for the Community’s pariners as an
alternative to the dollar zone, or a ven
zone, if one were fo emerge. It would
bring a number of advaniages.

They would be able to reduce the transac-
fion costs of dealing in different Community
currencies when selling goods and ser
vices in different national EC markets. They
would also be able to hold some of their
reserves in ecus fo diversify their holdings
{as a hedge, for instance against dollar
fluctuations).

They could even peg their own currency to
the ecu. This would be particularly inter
esting for countries for whom the Commu-
nity is a major trading pariner.

Such internal reinforce-
ment should not and does
nof imply that the
Community is not open fo
the outside world. On the
contrary, economically
and politically the
European Community is
bound to play a
constructive role within an
infernational context.

Frans Andriessen
Vice-President of the
European Commission



The European Community
has the largest home
market in the industrial
world. It comprises 340
million European
consumers /wzh g
comparatively hi
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power.

The Community as a political force

The Member States of the Community
decided to add a political dimension to
their cooperation in 1969 It should be
pointed out that political in this context
means foreign policy. The process was
launched in 1970 with the socalled Davi-
gnon report, which set the framework for
European polifical cooperation [EPC) based
on regular meetings of foreign ministers
and/or their polifical direcfors.

It provides the Twelve with a forum for
discussing foreign policy issues on which,
as economic partners, they are likely o
have o common political inferest as well.

This process was outside the Treaty of
Rome and as such oufside the competence
of the Community, although the Furopean
Commission was associcted with EPC
from the outset. Initially this association
was limited in nature.

The EPC provisions were subsequently
refined and extended over the years and
were finally codified in a legal text as part
of the Single Furopean Act. The SEA also

Eureka Slide

provided for the establishment of a small
secrefariat in Brussels to assist the country
holding the EC presidency in preparing
and implementing the activities of EPC.
EPC is therefore an intergovemnmental ac-
fivity, quite distinct from the suprarnational
structures of the Community. In EPC mini-
sters do not adopt directly enforceable
legal acts. All decisions are by consensus.
The Commission’s role in EPC is distinct
from that which it plays in the Community
framework. There it is the inifiator and
executor of policy decisions as well as the
guardian of the Treaties.

In EPC its role is more dispersed and more
discreet. The Commission is nevertheless
fully associated at all levels (both official
and ministerial] with the internal work of
EPC and with polifical dialogue with third
countries through the socalled trotka me-
chanism.!

The Commission takes part in discussions
and generally contributes to EPC its expe-
rience and knowledge of what it going on
in the Community framework. It shares with
the rotating Presidency of the Council of
Ministers [which changes every six months|
a special responsibility for ensuring consi-
stency between the external policies of the
Community and those agreed in EPC. It
upholds and exercises the [economic]
Community competences in the political
cooperation of the Twelve.

' In which the Twelve are represented by

ministers [or officials] of the Member State
currently in the chair of EPC and Council
meetings, along with the immediately preced-
ing and immediately succeeding CKoirmonA
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The rigid separation this appears to imply
is, however, offen belied in praciice. The
decisions with international ramifications
which the Community is called upon o

fake in the economic sphere can be justas

political as those taken in EPC. Conver-
sely, the decisions of poliical cooperation
sometimes require  Community actlbased
on a proposal from the Commission) as
their instrument of implementation.

Examples of this interaction have included
the economic sanctions applied against
Argentina during the Falklands crisis and
those imposed on Irag following the inva-

sion of Kuwait in August 1990.

The blurring of the distinction between EPC
and Community activity has been accele-
rated by two faciors. One is the desire of
many of the Community’s trading partners
- both developed and developing — o
eslablish a parallel polifical dialogue with
the Community. The other is the frequent
absence ininfernational forums such as the
UN, the Conference of Security and Co-
operation in Europe [CSCE) or the Euror
Arab dialogue onon\/ clearcut dividing
line between economic and palitical issu-
es. ’

[TTEYRTEN) |

From a common commercial
policy to a common foreign
and security policy

Despite the gradual and cautious way the
Twelve have expanded their foreign po-
licy cooperation over the years, the idea of
a unified foreign policy or even of a
common defence policy is as old as the
Community itself. The idea of a Furopean
Defence Community [EDC) preceded even
Thot{oﬁhe European Economic Community
itself.

The EDC was mooted in 1954, just two
years affer the creation of the first Commu-
nity, the European Coal and Steel Commu-
nity, and four years before the FEC. But
opposition fo the surrender of national
sovereignly proved foo sfrong and plans
forthe Furopean Defence Community were
discarded after they were rejected by the
French National Assembly, although hopes
of achieving the coordinafion of foreign
policy lingered until they were dropped,
with the Fouchet Plan, in 1962.

Now ideas for a common foreign and
security policy are firmly back on the
Community agenda. They are one of the
key elements in the negotiations over poli-
fical union. The other element focuses on
measures for reforming the institutional

Europe’s ports are open
to the world. They are
highly effective tradin
instruments thanks fo their

 fransshipment facilifies
_and fechnical equipment.

The imperative is
unchanged. We siill need
to demonstrate that the
Community speaks with
one voice, that it is an
acfor rather than a
spectator on the
confempory stage

Jacques Delors,
investiture speech,

European Parliament,
17 January 1989



framework of the Community and afiribu-
fing presentand new areas of competence.

Itis inevitable that the Community, with the
degree of internal and external commer-
cial, economic and monetary cohesion it
is acquiring, develops a corresponding
infernational political dimension. A global
foreign policy is a necessary adijunct fo
global frading and economic inferests.

Security questions are also up for reconsi-
deration as a result of the shift in the
balance of forces in Furope following the
unification of Germany and the refurn to
democracy of the countries of Eastern
Europe.

The structures of a common foreign policy
and a common security policy are not yer
clear. Neither is the role of the Community
institutions, EPC or even of the Western
European Union (WEU), the European
defence organization to which nine of the
12 Member States belong. The scope of
political union foo remains to be defined.

It 'is also a token of the Community’s
maturity that it is now tackling the issues —
EMU and political union — that most affect
the principle of sovereignty that it has been
unable o handle hitherto.
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The varied dimensions of the EC’s

external relations

One of the basic aims of the Community,
sef out already in the Rome Trealy, is to

contribute, in the common interest, to the
harmonious development of world frade,
the progressive abolition of restrictions on
infernational frade and the lowering of
customs barriers.

This principle, contained in Article 110 of
the Treaty, is atthe basis of the Community s
relations with ifs frading partners through-
out the world. As the world’s biggest
frading power the Community has built up
over the years a complex network of
mulfilateral, regional and bilateral frading
relationships. Many of these agreements,
particularly with the developing countries,
cover financial and technical cooperation,
as well as frade.

Specific relationships have developed
because of geographic proximity lagree-
ments with the EFTA countries, the nations
of Easfern Europe and the Mediterranean
region), through former colonial fies [the
lomé Convention) or because of similar
levels of economic development [the Unit-
ed States, Japan and the other OECD

countries).

Multilateralism via GATT
and the OECD

Its dependence on an open world trading
system has made the Community an enthu-
siastic supporter of the mulilateral frading
principles of the General Agreement on

Tariffs and Trade [GATT). Itis in GATT that
the Community has ifs highest profile.

Sinceitsentry infoforcein 1948, the GATT
has become the principal instrument gover-
ning the conduct of world frade. It is both
a code of rules and a forum in which
negotiations and ofher frade discussions
fake place. It plays an increasingly im-
portant role in the sefflement of irade
disputes between its signafories.

The Community has a special position in
GATT. It is the Member States and nof the
Community as such which are contracting
parties o the GAIT agreement. But the
Community is signatory o a number of
infernational agreements concluded under

the auspices of GATT.

Because the Trealy of Rome gives the
Community exclusive competence in the

Czechoslovak President
Vaclav Havel came in
Maich 1991 fo argue the
case for his country
before the European
Commission and the
European Parliament. Like
other countries in East
and Cenral Europe,
Czechoslovakia wants to
be associated with the
European Community in
order fo be able fo join
as soon as possible.
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external rade matters of Member States, it
has established iiself as a de facto con-
fracting party, with the Commission as the
sole negoliator and spokesman on behalf
of its members.

This development has been facilitated by
the pragmaitic, nonideclogical nature of
the GATT s work. The articles of the GATT,
and the various infernational agreements
drawn up under ifs aegis, form the legal
basis for the Community’s own trade po-
licy instruments and action, as in the field
of tariffs, the application of safeguard
measures, anfi-dumping actions and the
like. GATT also spearheads special initia-
fives fo open markets as in its public
procurement code.

The Community’s contribution to GAT has
been substantial and often decisive. It has
been a key player in the successive rounds
of negotiations, held at regular intervals to
liberalize more world frade. It was o prime
mover in the promofion of the Uruguay
Round of talks begun in 1986 which
brought agriculture and frade in services
within the scope of GATT negotiations for
the first fime.

As with GATT, the Community has a
special status within the Organization for
Economic Cooperation and Development

[OECD). The Community is not srictly
speaking a member of the organization
but the Commission regularly speaks on
behalf of the Community on issues of
Community compefence or where the
Member States had agreed a common
position.

The work of the OECD covers a wide field
of macro- and microeconomic issues as
well as monetary and financial matters and
increasingly since the 1970s on energy
quesfions. The Commission is fully repre-
sented in such discussions.

The OECD has also increased its involve-
ment in commercial questions, playing a
determining role in the field of export
credits. Al Community countries accept
the so-called OECD consensus on export
credits which since 1978 has provided
the framework for keeping export credit
subsidies under confrol and has been
instrumental in bringing interest rates on
credits closer to actual market conditions.

The CECD has also been instrumental in
pushing forward discussions by members
on issues fike frade in services and high-
technology products, often in advance of
these issues being pursued in more formal
binding negotiations in the broader GATT

framework.



The EC and the United
Nations

The Community is an observer af the
United Nations and in ifs various agencies
and specialized instituions such as Unc:
tad, the UN Economic Commission for
Europe, Unesco and Unido. The Commu-
nity delegation is dual; it consists of repre-
senfatives from the European Commission
and from the Member State that holds the
rofating presidency of the Council of Mini-
sfers.

This dudlity reflects, of course, the twin
nature — political and economic — of
international relations. In addition, much of
the work of the United Nations, even in the
economic matters, falls into the grey area
between the responsibility of the Commu-
nity and that of the Member States. The
duality actually facilitates the handling of
questions lying on the margin between
infernational economic policy and foreign
policy. On the lofter, the Member States
often adopt common positions worked out
in the context of European Political Coope-
ration [EPC) and delivered to the UN by the
Member States holding the EC presiden-
cy.

For an organization like the Community,
with exclusive competence fo act in certain
areas of economic policy, the attribution of
observer status is not without its difficulties,
implying as it does the absence of the right
fo vote and the inability to present or
amend proposals. Difficulties of a similar
nature have also arisen as regards the
Community’s participation in the wide
range of multilateral agreements and con-
venfions drawn up under UN auspices.
These cover such matters as international
frade in primary commodities, the Law of
the Sea and the environment.

Despite these problems, the Community is
now parly to over 50 such infernational
agreements, where in each instance it is
the only non-State entity fo participate.
Recent examples are the Vienna Conven-
fion and the Monfreal Profocol on the
profection of the ozone layer.

Bilateral relations: a global
network of partnerships

The Community has a complex set of
relations with ifs partners, be they industria-
lized nations or the developing countries of

the Third World.

Virtually all the developing countries, with
a few notable exceptions, have conclu-
ded bilateral agreements with the Commu-
nity, providing in some cases for frade
preferences and financial assisiance, in
others for economic cooperation of a more
general nature.

A close dialogue is maintained with all the
Community’s major developed trading
pariners, principally in the form of regular
institutionalized consultation at ministerial
or other high level between the Commis-
sion and the authorities of the country
concerned. The President of the Commis-
sion affends the regular Westem Econo-
mic Summits as does the head of govern-
ment of the Member Stafe which holds the
rofating EC presidency even when his
country is nof one of the summit seven.

The Community’s confractual relafions with
its more immediate neighbours in Europe
have witnessed several important develop-
menfs in recent years. The imminence of
the post-1992 single market has pushed
EFTA countries collectively fo seek closer
links with the Community. A new genera-
fion of agreements is being negotiated
with the recently democratized countries of
Central and Eastern Europe. A number of
countries have applied &r membership:
Turkey, Ausfria, Cyprus and Malta.
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Relations with industrialized
partners

The Community’s most infensive relations
are with its major industrialized powers
outside Europe, particularly the United
States and Japan. This reflects the size of
the three economies and their importance
in world trade, but it is also a token of the
democratic fraditions and commitment o
the market economy which they share. The
Community has the same type of relation-
ships with other economically advanced
countries such as Canada, Australia and

New Zealand.

Their common interests do not prevent
frade disputes flaring up periodically but
these have never been allowed to underm’-
ne the basic relafionships.

The Community meets regularly with its
principal partners in several insfitufions: the
OECD, the annual Western Economic
Summits of the Group of Seven [The USA,
Japan, Canada, Germany, United
Kingdom, France and lialy pYus the EC
representatives from the Commission and
Council presidency). Trade ministers from
the quadrilateral group of the USA, Japan,
Canada and the Commission have peri-
odic meefings.

The United States of
America

For historical and sfrategic reasons as well
os shared polilical values, relations bet
ween the United States and the Communi-
ty have always been close and cordial.
The US Government and people have
been commitied supporters of Furopean
infegrafion since the inception of the Com-
munity. In addition, the USA is linked to
nearly all the EC Member Stafes through
their common membership of the Atlantic
Alliance.

The solidity of this relationship has enabled
it fo withstand the impact of the various
fransatlantic frade disputes that have bro-
ken out over the years. These started with
the 'chicken war' of the 1960s (over the
effects on US pouliry exports of the intro-
duction of variable EC import levies] and
have confinued more recently with dispu-
fes about US limitations on imports of EC

steel, about Commumr\/ resfrictions on im-
ports of American meaf containing hormo-
nes and aboul subsidies paid by both
sides to their aircraft industries. Others will
no doubf occur in the future.

In dealing with their bilateral disputes, both
sides have shown a defermination fo confain
them and to find mutually acceptable
pragmaiic solufions whenever possible. It
is not surprising that two major trading
powers who are competifors as well as
partners should find themselves in
disagreement from time to time. But the
importance of their economic and com-
mercial fies, plus the underlying political
relofionship, have been judged too im-
portant to allow disputes fo gefout of hand.

In the wake of changes in EastVWest
relations resulting from the return to de-
mocracy in Central and Eastern Europe
and the unification of Germany, the US
Secretary of State James Baker proposed
new instituional links between the US and
the Community in December 1989 This
took concrete form in November the fol-
lowing year with the adoption of a decla-
ration on EC-US relations.



The key paragraph of the declaration
states that

fo achieve their common goals, the Euro-
pean Community and its Member Staes
and the United States of America will
inform and consulteach other on important
matters of common interest, both political
and economic, with a view fo bringing
their positions as close as possible without
prejudice fo their respective independence.
In appropriate intemational bodies, in
particular, they will seek close cooper
ation.

The declaration also sets out the frame-
work for these consultations which take
place af five levels:

1. Twiceryearly summit meetings between
an EC team [made up of the head of
government of the country holding the
Presidency of the EC Council of Minisfers
and the Commission President] and the
President of the United States;

2. Twiceyearly consultations between EC
foreign ministers, plus the Commission,
and the US Secretary of State;

3. Ad hoc consuliations between the for-
eign minister of the couniry holding the EC
presidency or the froika and the US
Secretary of State;

4. Twice-yearly consultations between the
Commission and the US government af
cabinet level:

5. Briefings by the country holding the EC
presidency to US representatives on
European political cooperation (EPC) mee-
tings af ministerial level.

Asimilar declaration was agreed between
the Community and Canada in November
1990. This builds on the relationship
established by the 1976 framework
agreement on commercial and economic
cooperation and enhances the present
siructures for dialogue and consultation.

Eureka Slide

Japan

The Community’s ties with Japan have nof
yet developed fo the extent of the Aflantic
relationship. For one thing, Japan and
Community members are notlinked by any
formal security treaty. For another, itis only
in recent years that bilateral economic
relations have acquired their present di-
mension, reflecting Japan’s relafively late
emergence as one of the world’s econo-
MiC SUPErPOWers.

The infensification of the Community’s rela-
tions with Japan is leading to them being
gradually formalized, with regular consul-
fation procedures at various levels already
inplace. Trade tensions and frade disputes
form a more constant feature of ECJapan
bilateral relafions than between the Com-

munity and the USA.

The Community’s frade relations with Jo-
pan have tended to be dominated by the
struciural consequences of what Europ-
eans have considered fo be Japan's in-
complefe integration info the multilateral
frading system. It has reaped considerable
economic benefit from the access fo world

markets which the system makes aval-
loble. But its domesfic market has not
generally offered comparable opportuni-
fies to Japan’s frading pariners.

The problems lie at three levels. The first is
caused by the various technical and adm'-
nistrative barriers fo imports. The second
stems from the sfructures and  aftitudes

The European Community
market, one of the most
solvent in the world, is
very accessible fo
products made
elsewhere.



24

which prevail in the Japanese economic
system — in production as well as distribu-
fion. The third brake on market access is to
be found in prevalent Japanese national
habits and affitudes.

Limited access to the Japanese market for
outside suppliers has helped create sub-
stantial current account surpluses not only
with the Community but with the United
States and even with its highly competitive
Asian and Far Eastern rivals and neigh-
bours. The pressures ihis situation has
generated and the fempfation fo fry fo
resolve them by unilateral measures against
Japanese exports have posed a serious
threat to the wider multilateral trading
system.

The Community’s policy towards Japan
consists of three principle elements.

1. Ithas sought a greater opening-up of the
Japanese market, particularly ?or manu-
factured goods and processed foodstuffs
but also for banking and financial services.
To increase export possibilities, it has
encouraged the Japanese authorities to
boost infernal demand, to carry out the
necessary sfructural reforms and fo remove
sector by sector certain identifiable obstac-
les to market access.

2. The Commission has monitored closely

Japanese exports o the Community in

certain sensitive areas, soas fo be able to

respond rapidly in case of market distur-
ance.

3. The Community has been trying to foster
a higher level of cooperation with Japan,
partficularly in areas such as science and
technology, but also in the indusrial field.
It has also welcomed Japanese direct
investments in Europe whereby firms manu-
facture locally instead of only exporting
finished goods from Japan. The aim is
twofold: to bring about a closer multilateral
infegration of Japanese industry, and fo
develop a close and more broadly-based
bilateral relationship. A dialogue on for-

eign policy matters has also been establi-
shed.

EFTA and Eastern Europe

Relations between the Community and ifs
neighbours in EFTA and Central and
Eastern Europe represent one of the most
dynamic aspects of the Community’s exter-
nal policy. The twin impact of the 1992
single market programme and the refurn fo
democracy and gee markets by centrally
F|onned economies is bringing about new
evels of economic integration.

Taken together, the EFTA countries are the
Community’s biggest export market. They
take more than a quarter of what the EC
sells abroad, more than the United States
and Japan combined. In refurn the Com-
munity accounts for more than half of all
EFTA exports.

The Community and the EFTA countries!
have mainfained special preferential rela-
fions since the early 1970s when two
founder members of EFTA, the United
Kingdom and Denmark, joined the Com-
munity. To avoid reerecting tariff barriers
between these two and their former EFTA
pariners, Free Trade Agreements were
concluded between the Community and
each of the EFTA countries in 1972/73.

These created the largest free trade area in
the industrialized world = a market of 375
million people, covering virtually the whole
of Western Europe.

The Free Trade Agreements all have similar
sfructures:

(i) the total abolition of customs duties and
quantitative restrictions on trade in indus-
rial goods manufactured or substantially
processed in the Community or the EFTA
countries;

[i1) rules on State aid and industrial compe-
tition;

(iii) a limited number of mutual concessions
in the agriculiure and fisheries sector;

[iv) bilateral joint committees, meeting re-
gularly, to administer the agreements.

' Austria, Finland, Iceland, Norway, Sweden
and Switzerland [the provisions of the EFTA
Convention also apply fo Liechtenstein which
has a customs union with Switzerland).



Over the years, a considerable degree of
economic infegration between the Com-
munity and EFTA counfries has taken place
in the form of direct investment, joint ventu-
res and fechnical cooperation. The geo-
graphic proximity of the EFTA countries
gives rise fo numerous ofher areas of
common inferest, such as fransport and the
environment.

In 1984, the Community and the EFTA
countries adopted the socalled luxem-
bourg Declaration in which they decided
fo infensify their cooperation within and
beyond the Free Trade Agreements fo
create a Furopean economic space. Then
come'mThe?oﬁovvmgyeortheCommunﬁy’s
vast plan to complete its own internal

markef by 1992.

This reinforced the inferest of the EFTA
countries in getting closer to the Commun-
ity soas notto lose access to the post-1992
single market. By this fime, a third EFTA
country, Portugal, had joined the
Community. In 1989, a fourth — Ausria —
applied for membership.

In 1989, the Commission president Jac-
ques Delors mode an innovative proposal
for a third way for EC/EFTA relafions
between the existing freetrade cooperati-
on framework and full EC membership.
This built on the notfion of the European
economic space (EES] which became the
European Economic Area (EEA]. Neg-
ofiations fo create the EEA were launched
inJune 1990.

The idea was for a global agreement
between the Community and all the EFTA
countries fogether that would extend as far
os(fossib\e the single market principles
ana policies fo the whole of the EEA. Thus
there would be free movement of goods,
services, capital and persons on the basis
of EC legislation plus cooperation o re-
duce regional and social disparities. A set
of common rules for surveillance, enforce-
ment and dispute sefflement would be
created.

At the same time, both sides would retain
full autonomy as regards their internal
decisionaking procedures. A procedure
was also o be created enabling EFTA
countries fo be consulted on upcoming
infernal EC legislation that could affect
them in the EFA context. The negotiations

between the two sides were due to be
completed af mid-1991.

Eastern Europe

The dramafic events in one counfry of
Fastern and Cenfral Europe affer another
in 1989 changed the political and econo-
mic map of Europe. Germany was united,
presenting the Community with the need to
create a crash programme fo incorporate
the territory of what had been the German
Democratic Republic.

The other countries of the region opted for
democracy and the free market. Each of
them sought closer fies with the Commun-
ity, often declaring their ultimate goal as full
Community membership.

But the radical changes of 1989, surpri-
sing when they came in the suddenness
and in their scope, had been preceded by
signs of change, albeit a graduc! one.

The first signs of a more open and flexible
affitude towards the Community on the part
of members of the Comecon' came when
Hungary and Czechoslovakia approa-
ched the Community with requests for
wider frade links beyond the scope of very
limited secforal agreements thathad hither-
io been negotiated.

With the accession 1o power of Mikhail
Corbachev the pace of cooperafion acce:
lerated. The signing of a Joint Declaration
between the Community and Comecon in
June 1988 can be considered a breck-
through in relations between the Commu-
nity and ifs neighbours to the East. This set
up official relations between the EC and
Comecon and opened the way for trade
and cooperation agreements with each of
the East European countries.

Agreements between all the East Furo-
pean countries and the Soviet Union were
negotiated between 1988 and 1990.
These negotiations were already in frain
when the virtually bloodless revolutions
fook place in Eastern Europe.

' Comecon is the acronym for the Council for
Mutual Economic Assistance (CMEA], which
comprised the Soviet Union and the former
State-rading countries of Fastern Europe
plus Mongolia, Vietnam and Cuba.

25



It would be disastrous for
world peace if the East-
V@esf conflict were
replaced by a new
North-South confrontation.
This risk, which a few
months ago appeared
rather theoretical, has
been reawoken by the
Gulf crisis. Through its
geographic position,
traditional links and
policy initiatives, the
Communi?/ is particularly
well placed to defuse
North-South tensions.

Frans Andriessen

Vice-President of the
European Commission
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The vast market of the
Community is open fo the
fruit and vegetables, wine

and olive oil from
countries around the

Mediterranean basin

Since then, the agreements between the
Community on the one side and Hungary,
Czechoslovakia, Poland, Bulgaria, Roma-
nia and Yugoslavia on the other are in the
process of being updated and upgraded.
The Community has devised for these
counfries a new type of associafion
agreement or European agreements. In the
meantime, ad hoc arrangements were
made fo extend the Communily’s genera-
lized system of preferences o the countries
of Eastern Europe and to advance the
dates for the abolition of import quotas.

The European agreements provide for free
frade but also include economic and tech-
nical cooperation, financial assistance and
the creation of a polifical dialogue. In
moving fowards the objective of free trade,
the Community will reduce ifs tariff and
other import barriers more rapidly than
pariner countries. Associated countries will
open their markets for Community goods
according 1o a flexible timetable which
reflects their specific situation.

The Community has paid particular aften-
fion fo the specificity [freating each accor-
ding toits particular situation) of its partners
in East and Central Europe. This is why
negotiations on the first European agree-
ments took place with Hungary, Czecho-
slovakia and Poland - the three countries
of the region furthest advanced in the
reform process.

Eureka Slide

In addition fo its bilateral efforts on behalf
of Central and Eastern Europe, the Com-
munity participates actively in multilateral
aid programmes. At the 1989 Western
Economic Summitin Paris, the Commission
was given the task of coordinating assi-
stance from the 24 OECD countries, the G
24, 1o Poland and Hungary in what
became known as the Phare' programme.

The Community’s own confribution to Phare
is considerable. It contributed ECU 500
million in 1990. The total for 1991 is ECU
795 million with ECU 1 billion earmarked
for 1992 The Commission has continued
its coordination task as the scope and
geographic coverage of the Phare pro-
gramme has extended to the rest of Central
and Eastern Europe.

The G-24 was also instrumental in promo-
fing the creation of the European Bank for
Reconstruction and Development (EBRD).
The Community and its Member States
hold a majority of the shares. This has
enabled them to choose the location of the
EBRD (London) and nominate its first Presi-
dent (Jacques Attali, former adviser to
President Francois Mitterrand of France).

' Phare: Poland and Hungary — Assistance

with resfructuring the economy.



The Mediterranean
countries

The Community’s other neighbours —fo the
south in the Mediterranean basin — were
among the first fo establish special econo-
mic and trade relations with the Commun-
ity. For its part, the Community has accep-
ted from the outset that it has, infer alia out
of enlightened self-interest, a particular
responsibility for the social land thus poli-
fical) stability of the Mediterranean region.
It should therefore confribute fo the region”s
economic and social development. This
responsibility has been heightened in the
wake of the war in the Gulf region.

The countries of the Mediterranean are of
considerable economic significance for
the Community, consfiiuiing as a group
one of its largest trading partners. Close
historic and cultural ties |mEed these coun-
fries o certain EC Member States: France
with Morocco, Algeria, Tunisia, Lebanon
and Syria; ltaly with Tunisia; Britain with
Cyprus, Egypt, lsrael and Malta.

Today, the Community is linked with al-
most all the Mediterranean counfries by @

Eureka Slide

network of 12 separate cooperation or .

association agreements. Only Albania and
Libya have no such links. The agreements
which dafe from the 1960s and early
1970s are part of what has been fermed
the EC’s global Mediterranean policy.

The association agreements with Turkey,
Cyprus and Malta are designed fo lead fo
the progressive establishment of customs
unions with the Community. The agree-
ment with Turkey goes a step furiher,
envisaging Turkey's ultimate full member-
ship of the Community.

Indeed in April 1987, Turkey formally
submitied an application to join the Com-
munity. The Commission, which must deli-
ver an opinion on each application for
membership before entry negotiations can
begin, took the view that the Community
should not consider new membership ap-
plications until the completion of the single
marketin 1993. Notwithstanding, Cyprus
and Malia applied to join the EC in 1990.

The Maghreb countries [Algeria, Morocco
and Tunisia] and the Mashreq (Egypt,
Jordan, Syria and lebanon] together with

Israel and Yugoslavia are linked 1o the
Community through cooperation agree-
ments covering frade, mdpusmo! cooperar
fion and technical and financial assistan-
ce. The agreement with Israel provides for
free trade in industrial products.

Although varied in the scope of their wider
political provisions, all the EC’s Mediterra-
nean agreements have cerfain common
elements. Each provides for unlimited duty-
free access for industrial products origina-
fing in the country in question. The agree-
ments also provide for individual conces:
sions of various sorts for their major agricul-
fural exports, including fruit and vege-
fables, wines and olive oil. Turkey, Cyprus,
Malia and lsrael grant some reciprocal
concessions to Community exports. In
addition to these trade concessions, the
Community provides financial aid to the
Mediferranean countries in the form of
direct grants and of loans from the Europe-
an Investment Bank (EIB).

The accession of Spain and Portugal in
1986 has had important ramifications for
the Community’s Mediterranean policy.
To an even greater extent than in the past,
the Community is the major economic
power inthe region. Itwill thus have fo bear
a correspondingly greater share of respon-
sibility for regional economic stability and
wellbeing.

This implies creating even closer trade and
economic interrelationships between the
Community and its neighbours around the
Mediterranean. Despife competition from

Tropical
fimoer,
imported info
the Communi-
ty via the port
of Naples.
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The Community offers
preferential access fo its
markets to the 69
countries in Africa, the
Caribbean and the
Pacific who are signato-
ries fo the lomé Conven-
tion. Ninety-nine per cent
of their produce enters the
Commum’;y

entirely fariff-

free.

*
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products from Spain and Portugal, the
Community has commitied itself 1o fry fo
maintain traditional trade flows for agricul
tural goods from the Mediterranean coun-
fries to the Community.

More recently, the Community has estab-
lished a programme of direct assistance to
Palestinians living in the Occupied Territo-
ries which includes financial aid and arran-
gements fo facilifate direct exports from
there fo Community markets.
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The Lomé Convention

The Lomé Convention is the largest single
aid programme in the world. It is one of the
principal instruments of the Community’s
policy on overseas development. The lomé
Convention has set up a special relation-
ship between the Community and 69
countries in Africa, the Caribbean and the
Pacific areq, the socalled ACP group.

This group includes the whole of sub-
Scharan Africa (except South Africa) now
that Namibia has joined. The Caribbean
componentwas recently strengthened with
the participation of Haiti and the neighbou-
ring Dominican Republic. Nearly all ACP
countries have close, longstanding as-
sociations with one or other of the EC
Member States. The signafories of the
lomé Convention include the majority of
the world’s poorest countries.

The terms of the Llomé Convention are
negotiated by the two parties and are
updated at regular intervals. The first Lomé
Convention —ifself the successor of a more
limited arrangement — came info force in
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1975 It provides for rights and obligo-
fions on both sides.

The current Lomé Convention, the fourth,
will run for 10 years [1990-2000), twice
the duration of its three predecessors, thus
giving greater stability to EC-ACP relafi
ons. It provides for ECU 12 billion of aid
in the form of grants, softloans and interest-
rate subsidies, over the first fiveryear pe-
riod. This represents an increase over Lomé
Il of some 20% in real terms.

A number of major innovations have also
been introduced. The Stabex programme!
has been expanded, with more funds
available and new rules enabling a coun-
iry in need of assistance fo join the system
automatically. The Sysmin system has been
extended fo cover gold and uranium.

Aid terms have been improved in an effort
o reduce ACP indebtedness. All EC aid is
now non-epayable except for risk capifal
and EIB loans. A ban on the import and
export of hazardous waste and radio-

' Stabex is the export eaming sfabilization
scheme which covers 48 agricultural prod-
ucts exported by the ACP counfries. |t
provides a vital Je ree of stability through

compensatory fransfers designed fo offsef
shortfalls in exportearnings. A parallel system,
called Sysmin, covers key mineral exporfs of
the ACP countries and aims at safeguarding
mining producfion.

acfive waste between the Community and
ACP countries has been agreed.

Under the trade provisions of the lomé
Convention, the Community grants, with-
out requirements of reciprocity, preferen-
fial access for ACP exports to EC markets,
whereby 99% of ACP products come in
free of customs duty or equivalent taxes.
Community exports to ACP markets enjoy
mosHavoured nation (MFN] treatment.

In addition fo trade and aid, Lomé is built
onathird pillar, that of cooperation, which
makes it one of the most distinctive contri-
butions to North-South relations. The poli-
fical neutrality of lomé enables develop-
ment cooperation fo foke place between
the Community and ACP govemments of
every political hue. The Convention pro-
vides for a considerable degree of power-
sharing and joint decisionaking concer
ning projects and programmes financed
by the Community. It also lays down
Erocedures for a continuous dialogue
etween the EC and ACP governments
designed to render the instruments of coo-
peration as effective as possible.

29

The lomé

Convention

stands for the most
important

cooperation

and aid programme in
the world. The photo-
graph shows youn)g
people of Senegal who
expect a lot from Europe.



30

The fruit of European
technology and techni-
ques: European cars,

which are exported
throughout the world.

The developing countries of
Asia and Latin America

The Community’s relations with the de-
velopring countries of Asia and Latin Ame-
rica are less siructured than those with the
ACP countries or the Community’s Medi-
ferranean neighbours. Bilateral relafions
iake the form of cooperation agreements
between the Community and the indivi-
dual country in question.

These agreements are limited in scope.
They do not provide for preferential access
to EC markets for exports from Asian and
Latin American nations. Nor do they con-
fain provisions for financial aid from the
Community fo the partner couniry.

However, both Asian and Latin American
States are eligible for preferential freatment
under the Community’s Generalized Sys-
tem of Preferences (GSP) for exports from
developing counfries and to financial aid
under special provisions in the EC budget.

The purpose of the GSP is fo assist develo-
ping countries fo diversify their economies,
nofably through industriclization and fo
develop export outlets for the industrialized
products they produce. The Community
system, which dates from 1971 now
covers nearly 130 independent countries
and more than 20 dependent ferrifories.

The scheme is set in line with internationally
agreed objectives and provides for duty-
free entry for all otherwise dutiable manu-
factured and semi-manufactured products,

including textiles. Import ceilings apply in
cerfain circumstances. Preferences, usually
in the form of tariff reductions, are also
offered on 360 agricultural products.

Over the years, the Community has refined
its GSP structure. It has geared its preferen-
tial access fo prevent more competitive
Third World suppliers from  eliminating
their rivals. This is known as the principle of
differentiation. The Community has also
progressively liberalized access under the
GSP for the world's least developed coun-
fries, who now number about 40. They are
exempt from virtually all preferential ceil-

ings.

The developing countries of Latin America
and Asia have benefited from aid from the
EC budgetsince 1976. The amount made
available for financial and technical assi-
stance in the form of grants was ECU 20
million. The annual amount available is

now ECU 300 million.

This goes to the poores! countries to help
improve the living conditions of the most
needy sections of the population. Priority is
given to rural development schemes and in
parficular to the improvement of food

supplies.

The countries of Latin America and Asia,
along with the ACP nations, are eligible for
the EC food aid programme worth about
ECU 500 million a year. Food aid is either
given directly by the Community or through
non-governmental organizations working
to help local populations. The Community
has funds to provide emergency aid in the
event of natural disasters or political
upheaval. It also finances programmes for
refugees.

To promote longterm economic develop-
ment, the Community finances program-
mes aimed af promoling joint ventures
between European and Third World ecor
nomic operators. Schemes have been
developed in the fields of energy, science
and technology, frade promotion and hu-
man resources development. Risk capitalis
also available for cooperation between

, EC and local firms in the developing

«»

Eureka

2 countries.
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Latin America

The Community’s relations with Latin Ame-
rica have expanded considerably in recent
years. The basis for bilateral relafionships
was laid by the framework cooperation
o?reemems with Mexico, Argentina, Bror
zil and Uruguay. Although they do not
provide for toriareducﬂons, these agree-
ments do confain various other measures
for promoting and diversifying trade.

They have evolved from simple frade coo-
peralion agreements fo promote coopera-
tion in fields such as indusiry, energy,
science and fechnology, the environment,
fraining and the promotion of invesiments.
Like those with Asian countries, the Latin
American agreements are overseen by a
L;)im committee of representatives from
oth parties.
In line with its policy of supporting organi-
zations committed to regional economic
imegroﬁon, the Community signed a non-
preferential framework agreement for
commercial and economic cooperation
with the countries of the Andean Pact.

These are Bolivia, Colombia, Ecuador,
Peru and Venezuela. The aim of the agree-
ment was

to stimulate, diversify and improve trade:

encourage cooperalion between indu-
strialists;

stimulate scientific and technical coopera-
tion.

Similarly an agreement was concluded in
1985 with the signatories of the General
Treaty on Central American Economic
Integration [Costa Rica, Guatemala, Hon-
duras, Nicaragua and Fl Salvador] and
with Panama.

The enlargement of the Community fo
include Spain and Portugal has added an
important new dimension fo the
Community’s relations with Latin America.
In line with a statement annexed fo the Act
governing Spanish and Portuguese acces-
sion, the EC Council of Ministers adopted
a declaration in 1987 calling for the
strengthening of relations with Latin Ame-
rica and the esfablishment of economic
and political dialogues.

The results of European
research: chemical
products about fo be
exported from a
European port.
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Asia

Non-preferential cooperation agreements
have been concluded with the individual
countries of the Indian sub-continent: Sri
lanka [1975), Bangladesh (1976], India
(1981, replacing an earlier frade agree-
ment] and Pakistan (1986, also replacing
an earlier agreement].

These are broadly similar in nature fo those
concluded with the Latin American coun-
fries. India, Bangladesh and Sri Lanka
benefit in addition from special conces-
sions under sectoral agreements for a
number of their exports (sugar, jute and
cocoa producis).

A regional agreement with the member
countries of the Association of South-Fast
Asian Nations [Asean)' was concluded in
1980, seiling a framework for commer-
cial, economic and development coope-
rafion. A regular political dialogue also
fakes place with Asean. Special emphasis
has been placed on the promotion of
European investment in the region and
joint investment committees have been set
up in all Asean countries.

A Cooperafion Agreement was signed in
June 1988 between the Community and
the countries of the Gulf Cooperation
Council [GCC), with a view to expanding
cooperafion in fields such as energy, sci-
ence and technology. At the same fime @
political dialogue was established. This
agreement is o be replaced by one which
will lead 1o the creafion of free trade
between the two sides.

" Asean was set up in 1967 fo promote

regional free trade and economic cooper-
ation. Present members are Brunei, Indone-
sia, Malaysia, the Philippines, Singapore
and Thailand.



Representing the Community
abroad

Nearly 150 countries now maintain diplo-
matic missions in Brussels accredited fo the
European Community. On ifs side, the
Community has sef up its own network of
diplomatic missions abroad, currently con-
sisting of more than 90 delegations and
offices. The most recent representation isin
Moscow, opened in February 1991,

The Community’s external offices fall info
two categories. There are on the one hand
the offices of delegates to the countries
belonging to the lomé Convention who
are charged with the execution of fechni-
cal andfinancial cooperation between the
EC and the ACP States. The second ca-
fegory consists of delegations [or represen-
tations) in other third countries or to inter-
national organizations.

THE EUROPEAN COMMUNITY
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The Commission’s
delegation in Canberra,
Australia
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The Community’s diplomatic missions are
in name delegations of the Commission of
the European Community and not of the
European Community as such. This repre-
sents the infernal institutional structure of the
Community whereby the Commission re-
presents the Community on external frade
policy matters.

On station, the Commission delegations
carry outthe same operational functions as
normal diplomatic missions. They also
cooperate closely with the local embassies
of the EC Member States.
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One fundamental principle lies behind the Community's policies towards the outside:
enlightened selfinterest. The EC's own economic wellbeing depends on a liberal,
muﬁ%oterol world economic order as well as on the welfare of its partners, particularly
in the Third World. To this principle, can be added a sense of responsibility towards
former dependent territories of Member States which has led fo special relationships
like the lomé Convention with the African, Caribbean and Pacific [ACP) group of
counfries.

These principles have been pursued with a mixture of realism, pragmatism and
compromise. At the muliilateral level, the Community has established a leadership
role in the field of global frade liberalizing negotiations with the General Agreement
on Tariffs and Troge [GATT) and in North-South relations within the UN framework.

The nature of the Community’s external relations at present reflect its posifion as
fundamentally an economic entity. The sheer weight of its economic power and its
ability to speak with one voice on behalf of all its members have propelled it info a
leadership role on world trade. But, conscious that this role carries political
responsibilifies too, the Community has developed over the years its foreign policy
cooperation.
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