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The Progress Report addresses all those interested in the
EU's external relations and wishing to be informed on
EU-US relations in more detail. lt provides information
on some of the issues currently under discussion bet-
ween the EU and the US, denoting progress achieved
and obstacles encountered. lt has no claim to comple-
teness nor does the fact that some developments are
reported about while others are not constitute a judge-
ment as to their importance. More general information
on the transatlantic relationship and copies of the
Transatlantic Declaration (a 1990 joint declaration, pro-
viding basis and framework for the ongoing EU-US dia-
logue) are available on request. Of particular interest
are the European Commission's annual "Report on US
Barriers to Trade and Investment", the annual ,,Ceneral

Report on the Activities of the Communities,, and the
monthly "Bulletin of the European Union". These last
two publications include chapters on EU-US relations,
with the Bulletin focusing on the ongoing dialogue at
the highest political level. The progress Reports are

jointly drawn up by the services of DG | (Directorate-
Ceneral for External Economic Relations), DC lA
(Directorate-Ceneral for Ercernal Political Relations),
DC X (Directorate-Ceneral for Information,
Communication, Culture and Audiovisual Medid and
Eurostat (Statistical Office of the European Union). For
further information, please contact the Secretariat of
Unit l.B.l (Relations with the US) (telephone 32-2-

... 299.22.:41),.wh ich .can provide further guidance to ser-
vices responsible for specific subjects. Editor with ove-
rall responsibility for this report is Ms A Schomaker
(telephone 32-2-299.O1.73). Alternatively, the
addresses of our information services in the US are lis-
ted on the front page. please note that the San
Francisco office has been closed and requests should
therefore be directed to our Delegations in Washington
and New York.

This issue of the Progress Report covers developments
between mid-July and the beginning of December.

As its predecessor had done, the newly elected
European Parliament (EP) which held its inaugural ses-
sion in luly showed keen interest in EU-US relations
and a desire to be closely involved in the transatlantic
dialogue. Various parliamentary committees discussed
EU-US relations in general or specific aspects of them.
A particularly active role was for example taken by the
EP's "REX -Committee" (Committee for External
Economic Relations) which i.a. discussed means for
improving the transatlantic dialogue and deepening
economic ties with Director Ceneral for External
Economic Relations Horst G. Krenzler in September. ln
addition, this Committee, as did the plenary, actively
monitored the EU's Uruguay Round ratification and
implementation meeting with Sir Leon Brittan,
Commissioner for External Economic Relations, on
numerous occasions. The Committee on Foreign
Affairs and Security i.a. met in special session in mil-
November for an exchange of views with
Commissioner for External political Relations van den
Broek on the implications for the Atlantic alliance of
the US decision no longer to participate in the control-
of-arms-embargo on Bosnia-Herzegovina. The same
topic was then also subject of an intensive plenary
debate. Two repofts are in the process of being drafted
and were discussed by the responsible Committees:
one by the Rex-Commiftee on the EU-US competition
agreement (see separate report) and one by the
Committee on Legal Affairs and Citizens RighS on the
EU-US Covernment Procurement Agreement (see

Progress Report of July 1994. tndividual representa-
tives of both the Committees mentioned and others also
addressed a whole series of questions to the
Commission over the last months, displaying an interest
in a range of specific, trade related issues such as US
import taxes on canned tomatoes or taxes on luxury
cars.
Largely because of organisational problems surroun-
ding the US mid-term elections, the parliament,s
Delegation for Relations with the United States twice
had to postpone its 43rd interparliamentary meeting
with members of the US Congress which is now sche-
duled for March 1995. Nevertheless, the Delegation
met with high-ranking Commission representltives
directly after the summer break for a first exchange of
views and later, in November, with US nmbassador to
the European Union Stuart Eizenstat to discuss pros-
pects for transatlantic relations in the light of the mid-
term election resulB.
In October, the EU/US Audio-visual Roundable, an ini-
tiative officially launched by Alan Donnelly (Chairman
of the EP's Delegation for Relations with the US) at the
42nd Interparliamentary Meeting in Athens in ,anuary
and co-chaired by himself and uary Banotti (Vice-
Chainaroman of the Ep,s Comminee on Culture, youth,
Education and the Media) held another meeting in
Brussels. The Roundtable brings together Europlan
and American film industry representttives and politi-
cians for informal discussions of issues of common
concern and possible areas of practical co-operation.



Finally, the EP received high-ranking de.legations of the

US Council of State Covernments (CSG) and the

National Conference of State Legislators (NCSL) for dis-

cussions and information meetings in which the

Commission also ParticiPated.

The EU'Us 'summit in Berlin on l1 luly decided to set

up three temporary Sroups of experts who are to repoft

to the neK Summit in 1995 (see Progress Report of July

1994). With a view to improving the dialogue within

the existing mechanisms of the 1990 Transatlantic

Declaration and making the Summit meeting more ope-

rational and focused, they are to prepare the discussion

of three issues: l) the definition of ways and means to

stren$hen democracy and economic cooperation with

and between Central and Eastern European countries

through combined EU-US actions; 2) the definition of
wayslnd means to improve joint efforts in.EU-US inter-

natlonal relations, in particular in the field of Common

Foreign and Security Policy and 3) EU -Yl cooperation

in fig6ting organised crime and drug trafficking.

The Presidents o-f the European Commission and the

Council and the US President have each appointed a

representative charged with the preparation and over-

view of the work of the three groups. These three
representatives met in washington in october, when

agreement was reached on the composition of each of

the expert groups and broad understanding was achie-

ved concerning the mandate of the groups. Each group

is to decide its own work programme. First meetings

have taken place and the results of the groups' discus-

sions will be reported to the next EU-US Summit, to be

held under the French Presidency in the first half of
1 995.

Recent Developments: Reaffirming Common

Political Goals
ln the post-Cold War world the EU and the US face a

new set of international political challenges which,

although not as threatening as the nuclear nightmare of

the Coid war decades, demand determined efforts on

both sides of the Atlantic. Despite a number of diver-

gencies in the transatlantic relationship towards the

End of the year, centering largely on how to find a pea--

ceful solution to the conflict in Bosnia, the similarity of

many EU and US interests was confirmed over recent

ronihr, not least at the United Nations General

Assembly.

UN GeneralAssemblY
The general debate during the first week of the 49th

uru Eeneral tusembly in September provided a good

opportunity to compare EU and US political priorities'

the speecires delivered by EU Council President and

Cerman Foreign Minisier Klaus Kinkel and US

President Bill Clinton reflected the ercent to which EU

and US views converge on global political issues'

EU Council PresideniKinkel stressed in his speech that

transatlantic relations remained a cornerstone of

European policy, and he explained that the EU'US luly

Summit had confirmed the resolve on both sides

further to strengthen transatlantic links. He stressed

that the EU approach to global affairs was to seek

cooperation based on partnerships with 
-other 

regions

of the world in order to advance and safeguard world

peace and development. with respect to security

cooperation in general, the EU Council President

emphasised the importance of a nework of mutually

supporting institutions, including the EU, WEU, NATO

and the dSCe, all working closely together with the

UN.
An EU Memorandum prepared for distribution at the

Ceneral Assembly further highlighted the importance

of the EU-US cooperative framework (the Transatlantic

Declaration of November 1990 ) and again underlined

the crucial contribution made by the US to ensuring a

stable Europe. The comprehensive nature of the CSCE

process, biinging together Europe with the US and

banada, contributed to peace and stability in Europe'

The need to promote global cooperative approaches

was also emphasised by President Clinton in his spee-

ch. He underlined that it was a global task to secure

peace after the end of the Cold War and that the aim

ihould be to build a more democratic and prosperous

world. Old and new threats and challenges had to be



addressed by the international community in coopera-
tion. Much like EU Council President Kinkel, President

Clinton identified non-proliferation of nuclear and
conventional arms as one of the key challenges in this
respect. More specifically, President Clinton suggested

a series of concrete steps which the international com-
munity could take, such as extending the Non-
Proliferation Treaty (NPT), reducing the number of
weapons of mass destruction, agreeing on a test ban

convention, and moving to eliminate the more than 80
million land mines which daily threaten the lives of
people all over the world. All of these issues are com-
mon EU.US priorities and the US proposal on land
mines echoes concerns raised by the EU during last
year's Ceneral Assembly.
In terms of the UN itself, President Clinton stressed the
need for UN reform in order to improve its ability to
respond to increasing demands made on it. In a more
narrow European context, President Clinton highlighted
NATO's Partnership for Peace scheme which he consi-
dered a means to help Europe become a more unified
continent of democratic nations.

Bi-Annual Foreign Ministers' Meeting
lmportant exchanges on these common political
concerns also took place when EU Foreign Ministers
met with US Secretary of State Warren Christopher in
the margins of the UN Ceneral Assembly. lt was the
first time that the then four candidate countries Austria,
Norway, Sweden and Finland were represented in a

high level EU-US consultation, at which Commissioner
for E>rternal Political Relations Hans van den Broek par-
ticipated for the Commission. A wide spectrum of inter-
national issues was discussed at the meeting, including
the transition process in Central and Eastern Europe,
the latest US-Russian Summit and developments in
Haiti.

Middle East Peace Process: The EU and the US

Support the lsrael-fordan Peace Treaty
The transatlantic political dialogue also often focuses
on the t\4iddle East region which is of vital interest to
both the EU and the US. Both partners actively support
the peace process which has gained momentum in
recent years, and the lsrael-Jordan Peace Treaty was yet
another political breakthrough in the efforts to advance
stability and cooperation in the region. The signing of
the treaty took place on 26 October in Arava in the
presence of US President Bill Clinton, EU Council
President Klaus Kinkel and Commission President
Jacques Delors to8ether with Commissioner for E:,cernal

Political Relations Hans van den Broek. The Cerman
Presidency congratulated lsrael and Jordan on behalf of
the EU, expressing its hope that this successful conclu-
sion would lead to progress in other negotiations in the
framework of the uiddle-East peace process and reaf-
firming EU readiness to contribute to the success with
political and material support.

Mews on EU-US Political and Security
Relations
Transatlantic relations have not only been the subject
of formal meetings between the EU and the US over the
past months. After the Berlin Summit there has been an
intense discussion of future developments, involving a

substantial number of official statements and academic
exchanges of views on both sides of the Atlantic. The
discussion has developed around three main themes:
political dialogue as such, security relations in general,
anf eU and NATO enlargement in particular.

Political Dialogue
The Berlin Summit confirmed the view, shared by both
EU and US leaders, that there is at present no need for
new transatlantic structures and that the political dia-
logue can be developed within the existing framework.
This point was also made by Ercernal Political Relations
Commissioner Hans van den Broek in a presentation at
the Clingendael Institute in The Hague on 15
September. The Commissioner stated that interdepen-
dence in the security field remained at the heart of
transatlantic relations. A precondition for the EU to
become the desired strong partner for the US was the
development of an effective Common Foreign and
Security Policy. He emphasised that as far as future
relations were concerned, there was at present no need
for new structures and that energies should be focused
on strengthening the existing cooperation framework
based on the Transatlantic Declaration. In his view, a
pragmatic approach to developing relations promised
to yield the best results by using existing mechanisms
as fully and effectively as possible. Strong political lea-
dership on both sides of the Atlantic would be needed
to achieve the ultimate goal of a new global partner-
ship.

Security Relations
As the Union develops its Common Foreign and
Security Policy and increases its contribution to
European security, this aspect of EU-US relations will
grow more and more important. Addressing the 16th
World Congress of the lnternational Political Science
Association in Berlin on 23 August, Cr,inther Burghardt,
Director Ceneral for Ercternal Political Relations of the
European Commission, spoke about the perspectives
and contents of a new Europe after the end of the Cold
War which, he argued, by no means implies the end of
security concerns for Europe. He called for new reflec-
tions to be made on security issues in which the EU

had a key role to play. In this conten he said that EU
foreign policy interests and priorities included the
strengthening of the transatlantic relationship by deve-
loping a genuine European Security and Defence
ldentity and maintaining close ties with the US.
The growing importance of the European Union in
security affairs was also acknowledged by President
Clinton in a lener to Cerman Chancellor Kohl on the



occasion of the farewell ceremonies of the US troops in

Berlin on 8 September. President Clinton emphasised

the imporrant role of the EU together with other institu-

iions in producing the political and. economic condi-

iions in which fr6e insiitutions could thrive' He also

underlined that the EU and the US together must give

new meaning to the ideal that inspired the architects of

irrop.tn intlegration: an undivided Europe' Chancellor

rohi underlined during a conference on future

Cerman-US relations on the following day the necessi-

tv to secure the future together with the US' He reitera-

tld that Europe needed a strong America and America

needed a'strong EuroPe.

The commonality of EU and US security interests was

also stressed by US NATO Ambassador Robert Hunter'

who spoke to the Strategic Studies Conference in

Knokke on 1 5 September about the past and present

US role in Europe. He confirmed the presence of the

US in Europe as in its own fundamental national inter-

est. In this light he established a link between NATO

and the EU, stating that the evolution of European inte-

gration had been a result of the security Suarantees
offered by NATO.
Commissioner Hans van den Broek placed the

European security situation in a more global post Cold

War context in a speech on 18 October in Paris on EU-

Japan relations. The Commissioner stated that Europe

and lapan, together with North America and South East

Asia, were th6 poles of a new quadripolar international

economic system. Both the EU and Japan, being in.the

process of defining new foreign and security policy

strategies, had not yet found their own way to trans-

form economic strength into commensurate political

influence. In terms of European security'
Commissioner van den Broek argued that in order to

take full advantage of the emerging European Security

and Defence tdentity, a new relationship should be

worked out between NATO, the WEU and the EU'

EU and NATO Enlargement
The discussion on transatlantic security relations is clo-

sely linked to the question of EU and NATO enlarge-

ment to the East, which has come to dominate much of

the debate over the past months. EU and US leaders

are committed to integratinB Central European coun-

tries in order to meet their security concerns'
Commissioner Hans van den Broek reiterated the com-

mitment of the EU at the Annual Conference of

European and American Journalists in lreland on 17'19

November which dealt with "New dimensions in

Transatlantic Relations." The Commissioner stated that

existing arrangements such as the North Atlantic

Cooperition Council, the Partnership for Peace pro-

gramme, the CSCE, and the Council of Europe are not

iufficient to meet the security concerns in Central

Europe. This is why the EU decision to embrace the

association and subsequently membership for these

countries was so imPortant.
This approach is strongly supported by the U5' US

Ambassador to the EU Stuart Eizenstat emphasised this

point during the above conference, stating that it was in

ih. us nati-onal security interest to build a strong and

united Europe. He argued that a strong Union strenS-

thened the democratic impulse of Europe as already

demonstrated in the context of previous enlargements'

Integration of the East was also one of the core issues

identified by lohn Kornblum, US Principal Deputy

Assistant Secretary of State, who delivered an address

to the US Mission to NATO's 1Oth Annual Strategic

Studies Conference on the Future of Transatlantic
Relations. Mr Kornblum argued that cooperation
within Europe and between the US and Europe should

-be extmded to all states'playing e role in European

security. Consequently, institutions such as NATO and

the ru should adapt themselves to the new political

environment by expanding their role accordingly.

This overall European perspective was set out again by

the new Secretary Ceneral of NATO Willy Claes during

the special meeting of the North Atlantic Council in

Ministerial session in New York on 29 September' He

declared that transatlantic solidarity and security part-

nership with the US and Canada would provide securi-

ty and stability to Europe as a whole. Achieving securi-

ty and stability in Central Europe was the Sreatest
ih.lleng., in which the EU had a major role to play'
goth the EU and the US, he said, had a Vested interest

in making European and Atlantic institutions mutually

reinforcing.
Such muiual interest was also highlighted by US

Ambassador to France Pamela Harriman who underli-

ned in a speech to the 'Friends of the French Republic'

in Paris that partnership with Europe was crucial to

American foreign policy. She explained that the Clinton

Administration was convinced that the challenges

Europe now faced, and would face in the future, called

for ti're Alliance to work together even more closely

than during the Cold War. The US had consistently

encoutaged steps towards European unity from the

beginnirig, and she emphasised that democracy-bu.il'

dirig in C"entral and Eastern Europe and Russia was the

moit important common task for the EU and the US to

undertake in cooPeration.

John Kornblum lent suppoft to this view in an address

to the 4fth Assembly of the Atlantic Treaty Association

at The Hague on 26 October, where he described the

American 
"uision 

of Europe as being based on NATO'

and the EU as the "organic embodiment" of western

cooperation. He suSSested that US national security in

this part of the world could best be guaranteed by the

pursuit of several policy tracks simultaneously' The first

irack was already provided by integrated organisations

such as NATO, WEU and the EU. He argued that secu-

ring peace in a wider sense would require further inte'

gr.iibn of the Euro-Atlantic world, including Central

and Eastern EuroPe.



I nigh Level Discussions:

EU-US Sub-Cabinet Meeting Washington,
28-29 September
On 29 September the third Sub-Cabinet level meeting
with the Clinton Administration took place in
Washington. Sub-Cabinets are bi-annual meetings at

the highest administrative level which actively review
the transatlantic dialogue and discuss and coordinate
medium and long term policy issues. Chaired on the
EU side by Director General for External Economic
Relations Horst C. Krenzler and on the US side by
Under-secretary for Economic Affairs Joan Spero, the
29 September meeting was marked by its open atmos-
phere, allowing both sides to obtain valid political
information and discuss new concepts and approaches
on a wide range of issues.

On substance, the Sub-Cabinet first discussed develop-
ments in telecommunications and information techno-
logies and their implications for international economic
policy, launching the bilateral EU-US lnformation
Society dialogue* . Considerable time was devoted to
an exchange of views on the so-called "new trade
issues", ie the relationship between trade and environ-
mental policies, trade and social issues, and trade and

competition. While not always equally advanced, thin-
king on both sides of the Atlantic is largely developing
along the same lines. On trade and environment the
ongoing discussions in the relevant WTO preparatory
committee were reviewed and the European
Commission used the oppoftunity to explain its thin-
king on how to deal with unilateral trade measures
taken pursuant to multilateral environmental agree-
ments. The EU and the US continued their bilateral
talks on this issue in the framework of the annual EU-

US environmental high levels in November*. As
regards trade and social issues in particular, the US - in
the face of pressure from developing countries -

appears to have toned down its previously rather
aggressive approach and has thus come closer to the
EU's position. Both now also agree that the ILO's
(lnternational Labour Organisation) work should be
used as a source of expertise and that the ILO and the
WTO need to cooperate closely on these matters.
The discussions on trade and competition focused on
the re-establishment of the bilateral competition agree-
ment, recently declared void by the European Court of
Justice*, but also provided for a broad exchange of
ideas on future developments in the field. Bilateral
investment concerns constituted another main point of
the meeting and one on which no real progress could
be achieved. The Commission reiterated its concern
about a number of provisions, contained in draft US
legislation, which seek to tie national treatment of
foreign enterprises to the fulfilment of certain condi-

tions. As they had done in previous Sub-Cabinet dis-

cussions on the issue, the EU representatives declared
their willingness to develop together with the US com-
mon eligibility criteria for research and development
issues'. However, the US side explained that for
various reasons it was yet not in a position to enter into
such a process and for its part pointed to a number of
concerns raised by Member States'or EU legislation.
A substantive discussion took place on post-Uruguay
Round trade liberalisation, focusing in particular on
standards and mutual recognition issues. Both sides
achieved important clarification of the respective posi-
tions and agreed that the problems persisting in some
sectors only should not hold up the process in general.
They thus decided that the third round of negotiations
for the conclusion of a mutual recognition agreement
beginning on 29 November* be held on the basis of a
broad and comprehensive agenda.
The Sub-Cabinet also turned its attention to the renewal
of existing multilateral economic institutions. The dis-
cussion at this early stage of policy formation proved
beneficial to both sides and it was agreed to continue
the dialogue at the next Sub-Cabinet meeting as well as

in other fora.
Finally, the Sub-Cabinet reviewed the relationships
with a number of third countries: on Japan the US-

lapan framework talks and the deregulation process
were reviewed* and with regard to APEC the Bogor
Summit and the Eminent Persons' Group Report were
discussed*. As to the countries of Central and Eastern
Europe, the EU side explained its strategy for their
accession to the EU; on Russia a general exchange of
views took place with both sides reaffirming their sup-
port for Russia's WTO accession. Close EU-US coope-
ration with a view to supporting economic recovery in
South Africa was also agreed.
For the first time, the Sub-Cabinet was preceded by a

preparatory meeting allowing for in-depth discussion
on a number of issues of a more technical nature, most
importantly regulatory cooperationt and "early war-
ning". Under the early warning heading each side flag-
ged a number of issues holding in its view the potential
of developing into trade disputes.

' See separate sections on these issues in this edition
of the Progress Report.

Quad Meeting Los Angeles, 9-11 September
Meeting for the first time since the formal conclusion of
the Uruguay Round negotiations in Marrakech in April,
EU Commissioner for Ercernal Economic Relations Sir
Leon Brittan and United States Trade Representative
(USTR) Kantor came together with Ministers from
Canada and Japan in Los Angeles on 9-1 I September to
discuss a wide range of trade issues. Recalling the



constructive rore the euad had prayed in moving the Director of Grobar Environmental Affairs for the Us'

Uruguay Round talks forward, the meeting was irejd in chaired the conference. ltems on the agenda included

a very positive atmosphere, devoting time-to both ope- the environmentar state of play with regard to climate

rationar questions ."i ur"i*r*,rE. nrr participants change, reguratory cooperation, UN issues, trade and

accorded the highest priority to the process of raiifica- environment. hazardous waste and the Co2lenergy

iion and impleirentaiion of the Uruguay Round and tax'

bringing the World Trade OrganizatiJn into opetatlon Despite the full agenda' dynamic exchange ensured

on 1 January't995. This priority *as clearli iiio*.J, tll:tn headway was made on every issue' The dis-

in de|egates, views, by the need to conc|ude the nego. :i-'.:iT' 
on the important sub,iect of cIimate change

tiations on the ,unfinished business,, from the urugriay clarifred the position of both parties in the run-up to the

Round, with speciar emphasis on financiai;;i;;. first conference of the parties to the crimate change

Here, Sir Leon reponed, the Quad had achiJve;" ;;.p- Convention' to be held in Berlin in 1995' Fruitful aca-

prochement,,,of views, which shoutd f,.f p,io:i.it*,[-*g*ie-exc]nnge took place'eoneerning'the'concept of

mainly South-East Asian countries to 
'tpr,i*-if'J; :::::f'y 

(the security implications of environmental

offers for further liberalisation of the sector' protection) and the Commission's recent work on a

As a follow-up to the Us open l,tarkets 2000 initiative new development model (illustrating the economic

at the Naples c-7 Summit in July, atr sioes srtattJir't impact.of the Co2lenergy tax on specific sectors)'

desire to continue the process of overall f lU.t.fit.ti"". In addition to these areas' technical group meetings

A number of sectors in which further *"if,;;;t;n took place' in which biotechnology' chemical products

Quad members would be beneficitr 
'" 

t'ilt tttptti i:9^:y"tPneric 
issueswere'discussed in detail' ltwas

were discussed, among them telecommunications and agreed by both sides to exchange specific information

high technorogy,.,.s,ilto,f ,"io,,.", mutuar;":;;;il;; ilJil ;;Ti"::ffii:ril'ff'il'J:,il0,ffi','"";;:;i:
of standards and investment. 

system linkages; and-io continue close contact in coor-

Financiar services High Levels, washington, iff:l?JrTi"::::? :fl:frfl; ?1il,;'JUSil:[:Ti:;t^[iff*Hing 
in the series of high rever consurtation5 (summary Information D.ata set programme). The ne*

on financiar services was herd in washildffi;; meetings'of the technical groups on biotechnolory and

November 
-,994 between the Commission ."nd,r,. us the.env'ironmentand on chemicalswill be held in lspra

Treasury and other agencies. The Commission delega- in the summer of '1995'

tion was headed nv'oir.o", c.n.i.r ro.ii.' 
"i.rirr 

There was consensus on many of the issues covered;

Market and Financial Services John Mo$$; il i';;il; however' both parties also agreed that efforts must be

was red by reff shafer, Assistant s..r.i;;y";iil redoubred in oider to achieve closer EU-us coordina-

Treasury for Internationri Affrirr. nt the r..iing, if,. lioi:,ht approach to global environmental protection

US confirmed their intention to participate a"t the in international fora'

appropriate level in the round of bilateral neeotiations

in Ceneva at the end of November. Th"r;"f;;;;;;; IY ^uj 
tnformation society Dialogue' washington'

indications that the US would not conduct ntiotittiont 28'29 November

in Ceneva, thus undermining both the sutcessfut The-first meeting of the EU'US Dialogue' endorsed by

relaunching of the negotiating process by ;l* ;ffi'; the.February Su6-Cablnet' took place 28'29 November'

croup on Financiar i?iuiceiand the .fi";";';;;; and was marked by a very good spirit of cooperation'

participants, including the EU, to secure 5.i;; ;;;,,- Director Ceneral for Telecommunications' Information

ments in financial services. Market and Exploitation of Research Carpentier led for

The US briefed the EU on the negotiations with Japan the, Commission' with the US represented by

on financiar services and in particurar *,i.'r,npi"l.J Ambassador Mccann (state Department), Assistant

access for foreign managers to lapanese puUJi. i'nJpii Stt"ttry lrving .(Co.mmerce 
Department) and

vate pension fund management. On i.nsurinc-elft"-US Chairman nundt (Federal Communications

confirmed that they *erE e*arnining how much of an Commission)'

agreement courd be dovetaired into bnts. rf1 rgcent agreement by 11. councir to liberalise tele-

com rnfrastrJctut.s by 1998 certainly helped set the

Annual Environment High Levels, Brussels, good tone for all of the discussions, reassuring both

14-16 November 
' "'d'--- 

iides that relatively more harmonious trade relations

A high degree of cooperation on environmental issues may be possible foi the coming years' New proposals

was achieved at the recent annual r,igh, re"ei ;";;1,.- for telecoms reform in the Us are expected under the

tions between the European Comirission and the newly elected Congress'.

United States Government in Brussels on 14-16 The discussions covered a very.wide.range of issues'

November. Marius Enthoven, Director Ceneral of DG including mobile telecoms' intellectual property rights'

Xl (Directorate-General for Environment, Nuclear satellitel0mmunications, universal service and stan'

s.r.iy and civil protection) for the EU, and Eileen dardisation. on the last three points, follow-up mee'

claussen, special Assistant to the president and tings between regulators are planned to consider fur'



ther enhancemens to transatlantic cooperation. A nert

round of plenary meetings is expected in Spring 1995.

I natification and tmplementation of the

Uruguay Round - the State of PlaY

...... in the EU

After a number of mainly procedural internal delays,

the EU is now set to become a WTO member by 1

January 1995. In response to a Commission request in

April, the European Court of Justice issued on l5
November its opinion on the division of competences

between the EU and its Member States with regard to
the formal conclusion of the Uruguay Round
Agreements.
On substance, the Court confirmed that trade in goods
(i.e. including trade in nuclear goods and in coal and

steel products as covered by the Treaty establishing the

European Coal and Steel Community) falls completely
within the exclusive competence of the EU. In the area

of services (CATS) and intellectual property (TRIPS),

however, the EU partly shares competence with its

Member States.

More specifically with respect to services, the Court
stated that the cross-border provision of services, which
does not involve physical movement of persons, also
falls within the ambit of the common commercial poli-
cy and is thus of the exclusive competence of the
Community. This includes, for example, telecommuni-
cations, provision of financial and insurance services

by electronic means across frontiers, audio'visual ser'
vices, etc.
Conversely, the Court established that the other modes

of supply of services which imply a movement of per'
sons or an establishment within the EU fall within the

concurrent competence of the EU and its Member
States. However, here as well the EU has exclusive
competence if internal measures either have created an

express power to negotiate with third states or have
achieved a harmonisation of the rules concerning
access to the internal market.
In the field of intellectual property, the Court accorded
the EU exclusive competence only with regard to res-

trictive measures taken at the border to combat trade in
counterfeited goods. However, as was the case for ser-
vices, while the EU and the Member States have
concurrent competence for the TRIPS, the EU acquires
exclusive competence to the extent that it has taken
intemal harmonisation measures.
The judgement effectively opens the way to EU ratifica-
tion of the Uruguay Round by puning an end to the dis-
pute between the European Commission and Member
States, which had hitherto stalled progress in the ratifi-
cation procedure. With this competence question out
of the way, the EU is set formally to ratify the Uruguay
Round at the l9-20 December session of the General
Affairs Council, following the European Parliament's
vote on 14 December. A similar schedule applies to

the passage of the implementing legislation package:

the EP will vote on 14 December, clearing the way for

Council adoption on l9-20 December.
The fact that the EU and its Member States share com-
petence over some issues means in practical terms that
on top of the EU ratification, ratification by each
Member State is necessary. Several Member States,
amongst them the UK, Cermany and lreland, had by
the beginning of December already completed their
internal procedures. As regards the others and the
three new Member States, they all appear set to have

concluded their internal procedures before Christmas.
The Member gates,also fi ave' to adopt' imptementing
legislation with regard to a number of intellectual pro-
perty provisions. However, as Art. 55.1 of the TRIPS

Agreement stipulates, this legislation only needs to be
in place by 1 lanuary 1996.

......and the US

In the US, after considerable internal debate and inten-

sive lobbying of both GATT opponents and supPorters,

the Congress passed the Uruguay Round implementing
bill with a surprisingly comfortable majority on 29
November (House) and 1 December (Senate).

The implementation process had suffered a setback in
late September when it was blocked by Senator
Hollings (D-SC) and subsequently delayed in the House
as well. Under considerable pressure from the White
House, a last minute compromise was reached bet-
ween Congressional leaders and the Clinton
Administration, according to which the 'l03rd Congress
would hold a special "lame duck" session after the
mid-term elections.
Even before the defeat of the Democrats in the
November mid-term elections, there had been some

indications that gaining the necessary majority in the
Senate might be difficult as under its "pay-as-you-go"
rule the Senate requires that any revenue cuts (such as

those caused by the Uruguay Round's tariff reductions)
must be fully funded from other sources for 10 years.

Sixy of the Senate's 100 votes are necessary to waive
this requirement. Support for this waiver was somew'
hat faltering until Senator and future Majority Leader

Bob Dole (R-Ks) struck a deal with the US

Administration, under which it agreed to support a bill
to be introduced in 1995 to set up a WTO Dispute
Senlement Review Commission and a mechanism by
which Congress could initiate action for withdrawal
from the WTO if the dispute settlement panels were
found to violate US interests. Senator Dole subsequent-
ly joined President Clinton in urging his fellow senators

to support the Uruguay Round, thus causing the
momentum for a shift in favour of passage.

In a clearly bipartisan decision, the Senate then appro-
ved the budget waiver by 68:32 votes and passed the
implementing legislation as such by 76:24, and in
doing so followed the affirmative vote of 288:ta5 in

the House.



Spotlight:

Successful Cooperation on Education

Both the fU and US are facing major economic and

social challenges in stimulating the creation of and pre-

paration for Figtr quality iobs. Having a knowled-
geable and skilled workforce responsive to advancing

technologies; stimulating quality job opportunities in

econoticrlly deprived urban and rural areas and

among minoiities and women; and providing quality

educaiion and training to all segments of the popula-

tion are just some of the issues-to be addressed on both

sides of the Atlantic.
In this context two joint EU-US conferences have taken

place so far, allowing participants from both sides of

ihe ntlantic to share their experiences and compare

policy approaches and priorities' The first, held in
iggz, fo.rted on partnerships between schools and

industry for quality education. The second conference

took piace in San Diego from 2'4 November. Hosted

by the US Department of Education and organised in

collaboration with the European Commission's Task

Force on Human Resources (soon to become DC XXll)

the conference addressed "New Visions: Education and

Training for an Innovative Workforce". lt brought toge'

ther a iide range of experts from the EU and the US

concerned with the education and training of a high

standard workforce. The importance of local leader-

ship in the workforce development. the need to impro-

u" ih" status of vocational and technical education; the

requirement of ethnic inclusivity of education and the

special training needs of small and medium-sized

enterprises provided the focal points of the discussions'

The conference was followed by a meeting of the EU-

US working group on education and training in
Washington on 7 November in which past activities

under the two year "exploratory cooperation" were

reviewed and possible new forms of cooperation were

sketched oul
The launching of the exploratory cooperation in the

area of highe-r education had been announced by

Commissioner Ruberti (Commissioner for Science,
Research and Development; Joint Research Centre,

Human Resources, Education, Training and Youth) and

Secretary for Education Riley in 1993. Within the short

time span of three months, 23 .ioint EU/US proiects

involving some 200 faculties on both sides of the ocean

*ere s.Iect.d from over 240 proposals in five acade'

mic areas, including the environment and natural

sciences. Preliminary reviews of these projecs indicate

that this innovative form of multilateral cooperation,
each involving partners in a number of European coun-

tries and statis of the Union, is especially useful in

encouraging pedagogic innovation in multi-disciplinary

studies 'i't atias *frJre the frontiers of knowledge are

advancing, and especially advantageous to regional

institutions less used to international collaboration'
Although it is too early yet for definitive data' the

Commiision estimates that this academic year some

250 European students will travel to partner institutions

in the US and a similar number of American students

will come to Europe. The underlying philosophy is that

those students should integrate themselves both acade-

mically and culturally in the normal life of the host ins'

titutions, undertaking intensive language preparation

where necessary and benefiting from full academic

recognition for the study period in the.overseas esta-

blish-ment. At least as important as student mobility is

the construction of networks which pursue a variety of

innovative pedagogic means to achieve the aim of qua-

lity improvement.
Encouraged by the results of the exploratory coopera-

."lion.andio order..to put this-experimental action on a

more secure legal basis, the Commission has, at the ini-

tiative of Commissioner Ruberti, sent a formal request

to the Council in September asking its approval to Srant

a mandate to draft an agreement with the US in the

area of education and training.
The EU Council of Ministers on 2l November adopted

a negotiating mandate authorising the Commission to

negotiate with the Us a cooperation aSreement on '

voiational training and higher education. The propo'

sed agreement, which will add a new dimension to the

EU's Looperation with the US, aims to consolidate the

basis of the ongoing cooperation with the US as set up

by the '1990 Transatlantic Declaration. lt also seek to'
stren$hen cooperation in five main areas: joint projects

carried out by EU/US consortia; study visit Srants;
financial support for the Fulbright Programme oriented

towards ruropean affairs; exchange of information and

technical assistance. A first formal negotiating meeting

with US representatives is scheduled for'14 December'

Regulatory Cooperation: Opportunity a1d Challenge

foilaw-makers on Eoth Sides of the Atlantic

THE CHALLENCE
In the coming years, administrators on both sides of the

Atlantic wilf have to address a number of new and

complex regulatory issues. Ciant technological strides

in aieas sulh as biotechnology and the information

society are likely to lead to substantial changes in life-

styles. Although these developments are to be welco'

med as potential sources of new growth and employ'

ment, governments around the world will wish to
ensure lhat these new technologies are developed in a

manner fully beneficial to society.

Due to theii intensive economic relationship, and simi-

lar sensitivities in each other's societies, EU and US

regulators will often face closely related policy chal'

leiges. Yet, while they will typically.approach these

ne* issues with common objectives, there is no com-

mon approach to assure that the resultant regulatory

frameworks are mutually compati ble.

lndeed, given the markedly different regulatory pro-

cesses in-the EU and the US, there is a risk that, short of

action to the contrary, compatibility would be the

exception rather than the rule.
With differences in regulations often the source of trade

disputes, the EU-US Sub-Cabinet in September decided

to develop further the concept of regulatory coopera-



tion, which seeks to minimise trade and investment

frictions arising from differing regulatory systems, by

identifying at an early stage common policy responses

to new challenges. The concept had been formally
launched at the previous meetinS. A joint paper of
principles and aims for this cooperation will be drawn

up for circulation to all EU and US regulators.
Regulatory cooperation does not seek to change the

exiiting regulatory systems that the public know and

trust, but it should sensitise regulators to the trade
consequences of their activities.

THE POLITICAL BACKDROP

Regulatory cooperation is a development of commit-
ments made by the EU and US in a number of contercs.

For example, the 1990 Transatlantic Declaration on

EU-US Relations commits the two pafties to expand,

strengthen and open further the multilateral trading sys-

tem. To this end dialogues on technical and non-tariff
barriers to trade and on standards were envisaged.

Secondly, the new, stronger CATT Technical Barriers to
Trade agreement reflects the concern at the multilateral
level about the impact on trade of regulatory divergen-

ce. This agreement encourages signatories to support
the use of international standards and conformity
assessment systems, and to participate in their esta-

blishment.

coMMoN oBlEcTlvES
Although the details have not yet been finalised, regu-

latory cooperation is likely to work on a number of dif'
ferent levels. Many existing transatlantic, expert-level
contacts primarily exchange scientific and technical
information; regulatory cooperation is so far only per-

formed in a few areas. A first step could be for all such

dialogues systematically to devote part of their agendas

to regulatory issues, with new dialogues encouraged in

other areas of interest (as for example, the forthcoming

EU-US Information Society dialogue).
However, a second level of cooperation may be neces-

sary if the problems identified in the introduction are to
be tackled fully. Here, regulators would seek to exploit
their contacts to learn from each other and to identify
common policy responses so that, within the frame-
work of the existing procedures for rule making, new
regulations are as compatible as possible with those
planned, or in force, in the other party.

An important complement to this activity is a clear, a

priori reaffirmation of the commitment to refer to inter-
national standards whenever possible, and to provide
for sufficiently long lead times on new regulations so

that industry - domestic and foreign alike - is able to
prepare adequately for the changes.

BENEFITS OF RECULATORY COOPERATION
Although the primary benefit of regulatory cooperation
is expected to be in the further easing of impediments

to trade between the world's largest trading paftners,

other, less obvious benefits can be envisaged'
In many sectors, the pace of development is such that

products have only a short shelf-life before being super-

ieded. The profitable exploitation of such products

requires quick, easy and cheap access to expoft mar-

kets - incompatible regulations in the world's largest

markets would clearly be a major impediment to this

process, notably for small and medium sized enter-
prises. In this respect, regulatory cooperation could
provide a stimulus to investment as well as to trade.
Beyond the benefits to industry, regulators stand to gain

from the process too. Developing new regulations is in

itself a costly and time-consuming process; cooperation
offers the possibility of learning from each other, and

' can*relp corrcr€aps in'expertise'in areas'where it is too
costly to dedicate staff.

I cnrr Panels:

Tobacco
A CATT panel on 15 July announced its ruling that a
US law on tobacco imports imposing a domestic mar'
keting assessment, which contains a 75o/o domestic
content requirement, was inconsistent with GATT
Article ll section 5. Additionally, a budget deficit
assessment provision was ruled to deny national treat'
ment to tobacco imports into the United States and was
found to be inconsistent with Article lll section 2. This
is because foreign flue-cured tobacco is taxed at a
higher rate while some US varieties of tobacco are
exempt.
The EU was not a complainant in this panel but, in the
light of its commercial interests in tobacco exports to
the US, made a third party submission. The US has

since made known its intention to pursue negotiations
under CATT Article XXVlll in order to re-neSotiate its

tariff arrangements on tobacco with CATT Contracting
Parties who have either negotiating righs or commer'
cial interest. The EU has indicated its intention to enter
into these negotiations which may have to wait until
the entry into force of the World Trade Organization on
1 January 1995.

US Car Taxes

In May 1993, the GATT Council agreed to EU's request

for the establishment of a GATT panel to examine the
compatibility of the US luxury excise tax on automo-
biles, of the so-called gas-guzzler tax and of the
Corporate Average Fuel Economies (CAFE) penalties
with Article lll GATT rules on national treatment (see

Progress Report, December 1993).
The Panel issued its report in September 1994. lts
results are mixed: the US won the case on the luxury
and the gas guzzler taxes but lost on the CAFE require-
ments. On the luxury tax, the Panel found that the poli-
cy objective of the legislation was to raise revenue from
the sales of "luxury" products and that the fact that a

large propoftion of EU imports was affected did not
demonstrate that the legislation was aimed at affording
protection, nor that it had such an effect.



Concerning the gas guzzler tax, the Panel found that it

was not targeting foreign cars given that the technology

to meet the economy threshold was widely available

and that, when introduced in 1978, most US cars could

not reach the final target set in the legislation.
Concerning the difference in treatment between
domestic and imported cars. it found that the methodo-

logy that created these differences was consistent with
the policy goal of conserving fuel. lt was not convin-

ced that it gave an advantage to manufacturers with a
wide range of variations within the same model type

neither that such an advantage, if existed, was inherent

to US manufactures alone: As'forthe-exceptionsof tfre

measure (light trucks) the Panel repeated that the effi-

ciency of the legislation was not relevant here and that

such produc$ were not inherently of domestic origin.

The Panel found two aspects of the CAFE methodology

inconsistent with Article lll:4:
. the separate foreign fleet accounting accorded less

favourable conditions of competition to foreign cars

than those accorded to like domestic products;
. the fleet averaging resulted in less favourable treat-

ment of limited-line manufacturers, a disadvantage that

could not be applied to imported products because it

did not relate to the cars as products but was based on

the ownership or the control relationship of the manu-

facturer.
The USTR cheered at the issuance of the report and

went public with a Press Release on the same day' In

doing so, it breached the CATT panel procedural rules

on the circulation of the panel reports' Moreover, it
dismissed as technicalities the inconsistencies with
CATT rules found in the CAFE provisions and announ-

ced that it would not change them. The European

Commission considers this Panel Report to be a back-

ward step in the interpretation of CATT Article lll
which would allow inventive tax and regulatory autho-

rities to discriminate against imported products. The

EU is still examining the Panel Report and its conse-

quences and has not decided as yet on its future course

of action in this respect.

Lead & Bismuth Steel
A CATT panel, established in june 1993, ruled that the

US violated its CATI obligations by levying countervai-
ling duties on imports of so-called hot-rolled lead and

bismuth carbon steel from France, Cermany and the

UK. The panel had been requested by the EU to
review US government anti-subsidy decisions imposed

in an avalanche of anti-dumping and countervailing
duty suits brought by the US steel industry after the
expiration of a voluntary expoft restraint system in
1992.
The panel upheld on a number of points the EU's claim
that the US Administration's method of calculating
countervailing duties artificially inflates the level of the

alleged subsidies. Thus, the panel found for example

that the US had acted inconsistently with its obligations

under the CATT Subsidies Code in treating debt forgi-

veness by private banks as a subsidy or by assuming

that subsidies granted to a state-owned company were

simply "passed through" when this company was sub-

sequently privatised. Interestingly, the panel report

also contains language that could amount to a first step

towards limiting the Department of Commerce's exten-

sive reliance on so-called "best information available".
However, the panel did not accept the EU's arguments

that the US had acted in violation of the Subsidies
Code by allocating subsidies over an average useful life

of assets of 15 years or by treating equity infusions by a

Sovernment as subsidies in cases where a private inves-

tor would not have made similar investments.

Reformulated Gasoline
A CATT panel was established in October at the
request of Venezuela to examine the CATT-compatibi-
lity of a regulation under the US Clean Air Act dealing
with the levels of pollutants permissible in "reformula-

ted gasoline" (RFC).

As part of its plan to reduce air pollution, the US

Environment Protection Agency is requiring all refine-
ries to sell, in the nine largest metropolitan areas, a

cleaner, differently composed, ie "reformulated" gasoli-

ne. The plan aims at achieving certain standards by

1998, with reductions in pollutants starting in 1995.

The issue in question is the discriminatory standard to
which foreign and domestic refiners are held. Sening
'1990 as the reference year, both foreign and domestic
refineries are bound each year to decrease the amount

of pollutants contained in their gasoline- However,
while foreign refineries are held to the average level of
pollutants contained in all the RFC sold in the US in

that year, domestic refiners would be allowed to refer

to their own individual level of pollutans in 1990, so

that - if their gasoline had been of lower quality than

the 1990 average - they would be given more leeway

than foreign refiners. Venezuela argues that this rule

violates inter alia the national treatment provision of
CATT Article lll as well as the Most Favoured Nation

obligation of Article l, since non-US refiners owned by

US iompanies, which exported at least 75o/o of lheir
total production to the US in 1990, are granted the
same treatment as domestic refiners.
The EU has not joined the Venezuelan complaint but

has reserved its right to make submissions to the panel.

I Commission Sponsored Seminars and Studies

on EU-US Relations

Each year under the Ceneral Budget of the
Commission, provision is made for an allocation of cre-

dits for specific measures concerning the US. This is

intended to cover expenditure on a scheme to improve

trade relations between the Community and the United

States by organising information seminars on
Community policies for decision-makers.
The amount of credits available in 1994 was

200.000 ECU which was a reduction of 60 % compa-



red to previous years. Financing is usually in the form

of a subsidy towards the costs involved with the balan-

ce being provided from other sources or from the orga-

nisers own funds.
ln 1994, altogether 16 projects were financed under

this budget line. Seminars, conferences, talks, etc.

accounted tor 70 % of the total, and research and stu-

dies for the remaining 3O "h. The organisations
concerned included: Transatlantic Policy Network,
Brussels; The European lnstitute, Washington; The

University of Washington, Seattle; The European-
American Center for Policy Analysis, Delft; European

Conrmunity Studies'Association, Pittsburgh; €entre for

lnternational and Security Studies at Maryland;
European Institute of Public Administration, Maastricht;

America-European Community Association, Brussels;

Center for Strategic and International Studies,
Washington; International Boston Inc. Atlantic Rim

Network; North Atlantic Research lnc. Washington.
The Commission contributes to the formulation of the
project in return for its financial support and partici-
pates in its execution. Crants are awarded strictly on

an annual basis and do not constitute an entitlement for

the future.
The Commission considers that the financing of these

projects assists it in improving and reinforcing the bila-
teral relationship and defining Community interests vis-

l-vis the United States.

Three of these 1994 projecrs were .iointly financed by
the Commission and the US Mission to the EU. A
report on the first two of these - a Conference on
Crowth and Employment and a Workshop on
lmmigration into Western Societies was included in the

luly 1994 Progress Report. The third, entitled
"Transatlantic .loint Action lnitiative", was inaugurated

on 25 April on the occasion of Commissioner for
External Economic Relations Sir Leon Brinan's visit to
Washington and US Ambassador to the EU Stuaft
Eizenstat addressed a working session on 12 May.
This initiative was created by the European Institute in
Washington to examine new avenues for improving
existing structures of cooperation and to propose new
channels of communication for the transatlantic rela-
tionship. The projea will continue until mid-1995.

I Upd"t" on Recent Developments

Car Labelling in the US

Section 355 of the Transportation Appropriations Act of
1993 requires auto makers to place labels on new cars

distributed for sale in the US detailing among other
things the percentage of US/Canadian pafts that went
into the car as well as indicating the final assembly
point by city, state and country.
This Act was adopted by Congress on 1 October 1992
and signed into law by the President on 6 October of
the same year. The labelling requirement took effect on

1 Oaober 1994.

Upon its formal notification to the GATT Committee on

Technical Barriers to Trade (TBT), the European

Commission, believing that this measure constitutes an

unjustifiable discrimination, contrary to Article 2.1 of
the CATT Code on TBT, requested the US on 18

January to modify it accordingly.
The US responded to the Commission's observations in

July, at the publication of the Final Rule (definitive ver-
sion of the regulation) implementing the labelling
requirements. lt considered that the laner are strictly
for information and have no other effect. Therefore,
they would not interfere with GATT obligations.
The.EU- protested that this answer was given only on
the day of the publication of the Final Rule, which
departed significantly from the previous texts, and
requested additional time to analyse it. As for the sub-

stance of the answer, it considers that, since the label-
ling requirements are mandatory, they clearly fall
within the scope of the TBT Agreement. Therefore, the
obligation not to create unnecessary barriers to trade
applies, unless the US authorities demonstrate that the
objectives of the requirements are legitimate, as for ins-

tance the prevention of deceitful practices.
Subsequently, the EU raised the problem of inadequate
consultation in the 27-28 October meeting of the TBT

Committee.

Competition Agreement Declared void by
European Court of f ustice
Due to the increasing globalisation of the economy and

of businesses' operations, competition authorities are
more and more concerned by the limited reach of their
instruments. In addition, in trying to regulate compa-
nies' anti-competitive practices, they often are in dan-
ger of invading foreign jurisdiction. Acknowledging
the need to avoid such conflicts while at the same time
improving the application of their respective competi-
tion laws, the European Commission and the
Covernment of the United States concluded a competi-
tion cooperation agreement in September 1991
(Agreement between the Commission of the European

Communities and the Covernment of the United States

Regarding the Application of their Competition Laws).
It provided for an exchange of information and the
application of certain rules to avoid conflicts of law.
This agreement has been challenged by three Member
States in the European Couft of Justice on the grounds

that the Council, rather than the Commission, should
have signed it. In August, the Court found that the
Commission did indeed lack the competence to
conclude it but did not question its substance.
Convinced that this agreement had so far proved bene-
ficial in enhancing cooperation between competition
authorities on an international level, on 14 October the
European Commission transmitted to the Council a pro-
posal ensuring its correct conclusion.

Conditional National Treatment
The December 1993 issue of the Progress Report
expressed the European Commission services' concerns



about the proliferation of legislative proposals in 103rd

Congress conditioning the principle of-national treat-

meni and providing for the possibility of discrimination

against US affiliates of European companies'

t"his phenomenon was most notable in the area of

science and technology where the granting of federal

subsidies for researCh and development, or other

advantages, to US-incorporated affiliates of foreign

.otp"n[s would be made to depend upon a number

of conditions.
There are two basic forms of conditional national treat-

ment: reciprocity clauses and performance require-

me nts. Reci p roc tty c I au ses' are nor a lwayrrel ated to'the

sector in *hich the foreign company wants to be eco'

nomically active in the US (cross-sectoral reciprocity)'

Performance requirements relate either to the impact of

the foreign controlled company's activities on the US

economy and the US labour market, or to parameters

of production (volume, local content).

This issue is embedded in a more general discussion in

the US, focusing on the role of foreign controlled com-

panies in the US economy, the competitivity of US

controlled companies and a growing concern about an

asymmetry of trade between the US and certain foreign

countries, notably Japan. Since last year, this issue has

been raised in several high-level contacts beween the

European Commission and the US Administration'

At tfre end of the 'l03rd Congress, only two of the twel-

ve or so proposals tabled were adopted and signed into

law:
. the National Cooperative Production Act, which

entends the favourable antitrust treatment applying to

.ioint R&D ventures to ioint manufacturing ventures' A

ioreign-controlled company may participate in a joint

venture receiving favourable antitrust treatment depen-

ding on the location of the principal. facilities of the

ueniure and on whether its country of "origin" affords

similar treatment to US companies under like circum-

stances, and
o the 1994 Defense Authorization Bill, which provides

the funding for the Defense Technology Reinvestment

Projects. To participate in these projects, a company

must conduct a "significant" level of its R&D, enginee'

ring and manufacturing activities in the US and be a

US-controlled company, or a company whose parent

country encourages the participation of -us companies

in pubiicly-funded Rao consortia and affords "adequa-

te and effective" protection for intellectual property

rights of companies incorporated in the. US. The last

le"gislature added a provision to require the Secretary of

oifense to ensure that the principal economic benefits

of these arrangements accrue to the economy of the

United States.

However, it must be feared that the Conditional
National Treatment issue will return in the 104th

Congress.

ETSI Dispute Close to Resolution
After two years of wrangling, it seems that a solution

has been found in the dispute about European

Telecommunications Standards lnstitute (ETSI) propo-

sals in the field of Intellectual Property Rights (lPR)'

The problem dates back to 1992 when the Commission

asked ETSI to develop a policy for the lPRs incorpora-

ted in their standards. The following year, new rules

were adooted which, in essence. required an IPR hol-

der to agree automatically to license their lPRs for use

in ETSI itandards. US industry (with Administration
support) opposed the new regulations and eventually

pressed ETS| to look again at the issue.

The US' major concern centred on the application of

the policy to products using ETSI standards but marke-

'*ted outside the ELl. t-jnder the +ules, if a 'non-EU coun-

try adopted ETSI based standards, ETSI members would

be obliged to license their lPRs in this country under

the same conditions as in Europe. Hence, if the US

-adopted ETSI standards, ETSI members holding lPRs

would no longer be able freely to negotiate US royal'

ties as they do at present.

On the other hand, most EU Member States, and the

Commission, argued that ETSI standards will best gain

international standing only if the underlying proprietary

technologies are made available in the most open and

fair manner.
Although the review had made progress towards a

u"tpro."rnita, a series of decisions during the Summer

changed the picture substantially. Following agree-

ment at a meeting of ETSI on 23 November, the man-

datory licensing iystem has now been replaced by a

form of words requiring ETSI to endeavour to ensure

that lPRs used in its standards are made available in fair

and equitable fashion to all members.

EU Enlargement - Article XXIV:6

US and EU tuptes"ntatives have had some informal

exchanges of views on possible problems arising from

prospectiue EU enlargement and the introduction of the

tommon Customs Tariff in the acceding countries

when they become EU members. The European

Commission has pointed out that discussions on any

compensation to the U5, in accordance with CATT

Afticle XXIV:6, could not start until the positive outco-

me of the referenda in the three acceding countries had

been ratified. Notification to CATT, subiea to ratifica-

tion of the Accession Treaty, could take place no ear-

lier than the beginning of December. The CAfi would

then be informed of the EU's readiness to enter into

tariff negotiations and a working party set up. The US

is seeking compensation for increased duties charged

by the three following their accession' The

Commission has stressed that as in the past the overall

situation which involves decreases in duty rates as well

as increases will have to be taken into account'

European EneryY Charter
On 14 September the chairman of the European Energy

Charter Conference forwarded the Draft of the Treaty to

the Negotiating Parties and called on the participants.to

adopt it before the end of October. Signature of 
'ltg

-energy Charter Treaty (ECT), and by it successful



conclusion of almost three years of negotiations, is

scheduled for l6'17 December in Lisbon'

The ECT aims to establish the framework for an effi-

cient European energy market in order to ensure sup-

ply, improve energy efficiency and limit the adverse

environmental impacts of energy production' To place

the commitments on a secure basis, it above all
contains binding rules on trade and investment in the

energy sector and on transit of energy products' The

improved investment climate resulting from the ECT

should help in particular the Central and Eastern

European countries and the CIS Republics to attract

badly needed investment in the'energy sector.

At the time of writing the EU had declared its acceptan-

ce of the draft ECT, but internal deliberations within the

US Covernment on whether or not to sign were still

going on. The US Federal Covernment is particula.rly

ieluc-tant to accept the ECT provision that calls for full

Treaty compliance by sub-federal entities (federal states

and local authorities). The EU and all other
Negotiating Parties have argued that without such a

provision the ECT would be worthless for western

investors in the ClS Republics, in particular in Russia

where the sub-federal level enjoys considerable and

unpredictable freedom.
The EU has had repeated and intensive bilateral discus-

sions with the US in the past months in order to help

overcome the US difficulties. lt is hoped that the US

will finally be able to accept the text, thus making the

ECT an even stronger instrument.
Export Controls
The US Congress failed to pass the proposed new

Export Administration Act before the November elec-

tions. On 20 August President Clinton ertended the

existing legislation under the International Economic

Emergency Powers Acts. The Administration is expec-

ted to return to Congress in 1995 to get new legislation
passed.

In the ongoing multilateral talks on a new international

expoft control regime for dual-use products, in which
all EU Member States and acceding countries are

taking part, a number of key issues remain to be solved.

All participants agree that Russia should be invited to
join the new arrangement from the outset, but cannot
agree on what conditions this should be done. The US

demands far-reaching commitments from Russia to
restrain arms sales to countries of concern, in the first
place lran. Other areas of contention among the pre'
sent participants are agreeing on criteria for granting
exports of sensitive products and arms to countries of
concern and the extent to which approved and denied
transactions should be reponed to other participants.

FDA/DG lll Tallrs

The sixth bilateral meeting between the US Food and

Drug Administration (FDA) and the Commission (DC

lll, Directorate-Ceneral for lndustry) took place on 24'
26 October '1994. The meeting was held as part of a
series of regular consultations launched in 1989 to pro-

vide a forum for the discussion of matters of mutual'

interest and concern and to identify practical areas for

the harmonisation of regulations' These meetings com-

plement the many contacts on specifrc issues that take

place between the two sides on a bilateral basis or in
multilateral fora.

The general discussions centred on such issues as

recent personnel changes in the two organisations,
information exchange, subjects bearing on regulatory

initiatives and harmonisation efforts, such as develop'
ment and use of international standards. Working
Croup discussions dealt with a range of food-related
topics including FDA regulatory activities addressing
problems posed by lead, FDA's proposed rule making

on mineral water, an update on US and EU activities to
improve food labelling, the FDA's Advance Notice of
Proposed Rulemaking on Hazard Assessment and
Critical Control Points, the use of sulphites in dried
apples and pears, and an FDA proposal on threshold of
food additive regulation.
At the conclusion of the meeting, the two sides reached

agreement in a number of areas including considera'
tion of ways to develop a mechanism for sharing of
appropriate inspectional and regulatory information
and building the mutual confidence necessary to reach

an agreement on pharmaceutical good manufacturing
praclice.

fobs and Growth Activities
When they met in Berlin in July, Presidents Delors and

Clinton and Chancellor Kohl chose to focus much of
their Summit on the issue of iobs and growth. At the

C-7 Summit in Naples a couple of days earlier, the
three had received a report of the Detroit lobs
Conference (see Progress Repoft, March 19941, where

the C-7 countries reached an unprecedented consensus

on some of the underlying causes and possible reme-

dies of the unemployment blighting our economic and

social landscape.
Much of the follow-up to Detroit is being handled by

the OECD. However, the three leaders agreed at their
Summit that there was considerable potential for EU-

US cooperation in this area, since there is clearly eve-

rything to gain from policy makers sharing experiences,

and learning from one another on this particularly diffi-
cult subject.
In view of this agreement, the Sub-Cabinet decided to
establish a bilateral dialogue at official level of pnlicy
makers working in the fields of jobs and growth. The

aim is to consider policy orientations resulting from the

Detroit and Berlin meetings, including fiscal incentives

and targeted assistance for particular labour force
groups.
it is envisaged that DGs ll (Directorate-General for

Economic and Financial Affairs) and v (Directorate'

General for Employment, Industrial Relations and

Social Affairs) will participate in this dialogue with their

opposite numbers from the Departments of Treasury

and Labour. Progress is to be reported back to subse-

quent sub-Cabi net meetings.



teghold TraP
Th; EU and the US continue to be at odds about a
199'l EU regulation prohibiting not only.the use of
leghold traps in the EU but also banning the importa-

tioin of pelts and manufactured goods of certain species

caught'by means of leghold traps or other trapping

methods not meeting international humane trapping

standards. In response to - mainly - North American

obiections, the EU has now delayed implementation of
the import ban until 1 January 1996.

Following a letter from USTR Kantor to EU

Commissioner for b,rternal Economic Relations 5ir Leon

B rittan, {urther d i scuss'i sns of ' tLre'-i ssue took' place - at

working level in early October. They centred on the

forthcoming ISO standards for (humane) trapping
methods, expected to be issued by .lune 1995. Possible

amendments to the Regulation to render it less trade-

restrictive were also discussed informally.

Maritime Transport
Other pending pieces of legislation affecting maritime

transport also lapsed at the end of the 103rd Congress'

These included ihe Clay Bill (HRl51 7) and the Wofford

Bill (S1885) which sought to impose certain provisions

of US labour legislation on foreign vessels calling at US

ports and also the Murkowski and Stevens Bill (S1993)

and the Thomas Bill (HR 4369) which could effectively

reserve the carriage of Alaskan oil exports to US owned

and US manned vessels. The Consultative Shipping

Croup, representing major shipping countries, delive-

red a d€marche in July to the US State Department
objecting to the proposals on the export of oil from

Alaska as the effect would be an increase in cargo

reservation. The European Commission was a party to

the demarche of the "Cotton Club" and the

Commission Delegation sent a letter on 1 August to the-

US Department oJ Energy expressing the concerns of

the Commission about I possible amendment to the

Export Administration Act that would impose a cargo

reiervation scheme for the export of Alaskan North

Slope oil. Commissioner for Energy and Transport

Oreja also raised the matter with US Secretary of
Transportation Pena in Washington in July.

At the conclusion of the Uruguay Round neSotiations it

was agreed that maritime transport neSotiations would

continue until June 1996 in the framework of the CATS

Negotiating Group on Maritime Services, with a view

to eliminaiing restrictions on international shipping,

auxiliary se.ices and access to and use of port facili--

ties. The Commission is seeking the highest degree of
commitments from the US through a process of multila'
teral commitments rather than unilateral actions.

ln july, the US Coast Cuard issued a Final Rule on

Certificates of Financial Responsibility under the Oil
Pollution Act 1990. This is due to enter into force pro-

gressively from December. The Commission and the

Lonsultative Shipping Croup have consistently oppo-

sed the 1990 Act prefbrring that the US ratify the multi'
lateral convention on oil spills - the International
Maritime Organisation (lMO) protocols to the
International Oil pollution Compensation Fund. The EU

considers that the direct and unlimited provisions of the

Act place at risk the continuation of the world-wide
availability of marine pollution insurance cover, parti-

cularly through reinsurance. The Commission expects

the US to fully consider the consequences of this
action.
A new Transatlantic Conference Agreement (TACN on

rate-making procedures and capacity rules is scheduled

to be introduced in January 1995 governing ocean

commerce across the North Atlantic. The commission

and the Federal Maritime Commission have held dis'

cussions with a view to clearing the way for approval
--of" the+.greernent- by the Ewo pean Gonrni ssi on.

Reclassifi cation of Multi-Purpose Vehicles:

the Unexpected Ramifications of an Old Story
(Classification of Minivans)
f n 1964 the US imposed a tariff ad valorem rate of 25o/o

on light-duty trucks in retaliation for an increase of the

import duties applying to poultry in Cermany, subse-

quent to the introduction in July 1962 of the common

tariff of the then European Economic Community (the

so-called "chicken wars" of the sixies).

with time, the introduction of multi-purpose vehicles
(MPVS), such as mini-vans or sport/utilities vehicles,

blurred the distinction between light trucks and passen-

ger cars, the tariff rate for which was substantially
lower (now 2.50/"1. The US Customs policy has been to

classify MPVS as passenger cars if they were provided

with rear seats and other passenger-related amenities

and as trucks if they lacked them.
In January 

.1988, US Customs reversed their policy,

deciding to classify all upvs as trucks, subject to the

25% raie, but the US Treasury Department overruled

this decision in February 1989. However, in doing so,

it affirmed that sporti/utility vehicles with four doors

would be classified as passenger vehicles and those

with two doors as trucks, creating thus a new problem.

This decision was challenged in US courts as well as in

the Harmonised System Committee of the Customs Co-

operation Council. The laner concluded, in a non-bin-

ding opinion, that in the cases brought to its attention,

the-two Japanese sports/utility vehicles concerned

should have been classified as passenger cars' Us

auto-makers have also contested this decision and have

been lobbying hard the Administration and Congress to

reclassify all Upvs as trucks. The US car industry

argued that this decision meant a $300 ' $400 million
gift for Japanese auto makers and cost about 16,000

lobs in the US. In the l02nd (1991-1992) and 103rd

tongress (1 993-1 994) several unsuccessful attempts
' were made to impose by law the 25"/o rate on MPVs.

The EU intervened on this occasion, pointing out that a

unilateral change of the tariff classification of
Multipurpose Vehicles would be contrary to the US

obligations under Article ll of GATT, as well as those

undir Articles 3 and 8 of the International Convention

on the Harmonised Commodity Description and

Coding System. lt was emphasised that the traditional

, EuropJan'suppliers of Multipurpose Vehicles to the US



market and their dealers were entitled to expeo fair The status of the negotiations is on the agenda of the

and consistent treatment from the U5 identical to that Ceneral Affairs Council of 19-20 December and a deci-

which the EU grants to US exporters to the EU. sion is expected on the options available to the EU as

As to the couri challenge, on 14 May the US Court of to how best to proceed. In the light of its conclusions,

International Trade (CtTj issued a ruling ovenurning the Commission and US government representatives are

Treasury,s classification of the tw1-door Nissan scheduled to meet again as early as 10'1'l ianuary
pathfinder as a truck. Despite the fact that the '1995 to establish a way forward in the negotiations so

pathfinder had some ,,truck-like attributes", it was as to avoid the commercial and political consequences

regarded as a car, principally designed for the transport of there being no nuclear agreement in place between

of persons. The US Administration appealed the ruling the EU and the US on 1 lanuary 1996.

but the latter was confirmed by the Court of Appeal of
the Federal Circuit on 7 September. Section 301 Investigation against EU Bananas lmport

- - Regime

Third Round of MRA Negotiations
A third round of negotiations for an Agreement on
Mutual Recognition of Conformity Assessment took
place in Brussels on 29 November - 1 December (see

luly 1994 Progress Report for report of second round).

an MRA would allow EU firms to have their products

assessed for conformity to US standards by European

laboratories - in many cases, the same body assessing

conformity to EU standards. The benefis of this would
be particularly felt among small and medium-sized
enterprises who would be spared the additional costs of
crossing the Atlantic for initial testing before beginning
exporting.
A clear picture of the issues at stake, and key difficul-
ties ahead, now exists, and a couple of negotiating
areas have had to be suspended pending the adoption
of harmonised standards by the Union. A good deal of
work is now needed to define more precisely the scope

of a future accord and the contents of the technical
annexes. Another round of plenary meetings has been

scheduled for Spring 1995.

Nuclear Eneryy Cooperation Agreement
Two further meetings between European Commission
and US Covernment officials took place in Washington
and Brussels on 3-5 October and 1-2 December res-

pectively, with a view to drawing up a new agreement
for peaceful nuclear cooperation. The existing EU-US
nuclear cooperation agreement dates back to the late

1950s and has been the basis for fruitful cooperation in

the use of nuclear energy and extensive nuclear trade
for more than three decades. The present agreement

expires at the end of 1995. Both the European Union
and the US wish to maintain this cooperation.
The negotiations came to a standstill over the US refu-

sal to grant the EU - whose non-proliferation creden-
tials were termed "second to none" by US Secretary of
State Warren Christopher - a waiver from provisions of
the 1978 Nuclear Non-Proliferation Act which would
result in establishing US control or overview of certain
fuel-cycle operations in the EU. However, both
Secretary Christopher and US Secretary of Energy
Hazel O'Leary did promise flexibility in the US position

and the two recent meetings between the negotiating

teams served to explore and clarify the scope of this

commitment. While progress was made in both these
meetings, some ma.ior issues remain unresolved.

tn July 1993, the European Union instituted an EU-
wide banana regime to replace the regimes many EU

Member States had maintained in favour of banana
imports from certain countries in Africa and the
Caribbean. Subsequently, five Latin American banana

exporting countries, namely Colombia, Costa Rica,
Cuatemala, Nicaragua and Venezuela, brought and
won a CATT dispute settlement suit against the EU

banana import regime. This spring, the EU and four of
these five Latin governments signed a "Framework
Agreement on Bananas", in which the four govern-
ments settled their CATT cases against the EU in
exchange for modifications in the EU banana import
regime.
ln September 1994, Chiquita Brands lnternational Inc
and the Hawaiian Banana Industry Association filed a
petition requesting a Section 301 investigation. On 17

October USTR Kantor initiated an investigation under
Section 301 of the 1974 Trade Act of European Union
practices that allegedly discriminate against US banana
marketing and distribution companies.
Since the Framework Agreement has not yet been
implemented, the USTR decided not to grant at this
time the petitioners' request to initiate section 301
investigations of the practices of the four Latin
American signatories to the Framework Agreement. lt
is understood that the USTR will seek consultations
with the EU on this issue soon, but they have up to l2
months to conclude the investigation. lt is noable that
this investigation concerns alleged discrimination
against US foreign investments rather than exports of
goods.

Shipbuilding
Following completion of the negotiations at the OECD
in Paris in mid-Iuly on a Shipbuilding Agreement on
the elimination of aids in the shipbuilding sector, admi-
nistrative procedures continued in the OECD on the
legal checking of the text in preparation for the official
signing of the Final Act by the Commission. the United
States and the other major shipbuilding nations. This
will take place on 2l December and will be followed
in due course by the ratification process in each of the
participating nations, prior to the entry into force on
'l 

,lanuary 1996. In September, Commissioner Sir Leon

Brittan wrote to USTR Kantor, expressing concern
about proposed maritime legislation (HR 4003) passed



by the House of Representatives providing.for "so cal-

led series transition payments" to US shipbuilders

which he argued were "clearly incompatible with the

provisions oithe OECD agreement-and would violate

ihe commitment to a standstill before the entry into

force of the Agreement". In addition he pointed out

that the prolect for a tonnage tax would infringe a num-

ber of iRtr provisions by introducing disguised taxa-

tion and a discrimination between imported goods and

domestic goods. USTR Kantor replied in early October

with an r-inequivocal statement of opposition by the

Administration to new subsidy schemes in favour of US

shipbuilding. In the event this piece of legislation was

blocked in 
-the 

Senate Commerce Committee and lap-

sed on the recess of the l03rd Congress in October'

I N.* Technological Challenges:

The Information Society - Recent Developments

There has been no let-up in the rapid development of

the information society since the last Progress Report of

July 1994. As preparations for the EU-US lnformation

Soiiety Dialogue in November and the C7 Conference

nelft year take shape, this article briefly reviews some

of the recent developments on both sides of the

Atlantic in the telecommunications revolution'

EU INFORMATION SOCIETY

The Corfu Summit last June welcomed the Bangemann

report, Europe and the global information society (see

Progress Report, July 1994), and agreed to set up a 'Pef-

r.i"nt co-ordination instrument' (a minister from each

Member State and a Commissioner) to ensure that all

parties concerned work along similar lines' They also

called for the Commission to bring forward an action

plan - delivered in July - and agreed to reassess pro-

gress at their December meeting

ihe action plan, Europe's way to the information socie-

ty, foreshadows the publication of a number of Creen

i.p.rt, including on infrastructure issues, standards

and tpR. Equally, once the responses to the Creen

Paper on *o'bile communications have been analysed'

legislation may be proposed in 1995. The Commission

is"also finalising the first phase of its policy based on

the 1990 Satellite Green PaPer.

US NATIONAL INFORMATION INFRASTRUCTURE (NII)

In the US, the Information Infrastructure Task Force, set

up to coordinate the development of.policies to imple-

ment the Nll, has continued its work' Hearings were

held in luly on international aspects, and repofts on a

number of subiects are being prepared.

In June, the Piesident's Council of Economic Advisers

published an analysis of the economic benefits of the
'xtt initiative. Tl'reir conclusions suggested that the

early introduction of an appropriate regulatory frame-

*or[ in the US for the information society would yield

some US$100 bn of economic gains over a ten year

period, and create up to half a million new iobs' The

telecommunications and information sector is set to

double its impoftance in terms of share of US CDP by

2003.
Attention now is focusing on the December Personal

Communications SystemilpCSl auctions. The Federal

Communications Commission (FCC) intends to sell fre-

quencies for use with the next Seneration of ultra-com-

pact mobile telephones. With analysts predicting
receipts of up to US$15 billion from the sales, a host of
joint ventures have been announced in recent months

as companies seek to share the financial burden. Up to

74 consortia are expected to participate in the auctions'

RBOC LECISLATION
The US Administration received a major set back in

October, when legislation amending rules controlling

the operations of the Regional Bell Operating-
Companies (RBOCs) lapsed following the dissolution of

Congress ahead of the elections. The House agreed its

tert ln June which provided for the deregulation of the

RBOC's local markets - enabling other telephone com-

panies and cable TV operators to enter - as a precursor

io thelr competing in the long distance and cable ser-

vices market, and being able to manufacture and sup-

ply telecommunications equipment.
iio-"uet, progress in Senate become irreparably bloc'

ked on the'issue of entry into local services; the RBOCs

lobbied hard against the undermining of their current

positions. In i series of parallel developments, the

itgOCs achieved a number of court successes which

overturned previous restrictions on their entry into

cable services, and hence reducing the value of the

new legislation for them.
The EU's major concern has been the requirements,

included by the House, on manufacturing requiring the

use of locally produced parts whenever possible'

While the Commission is relieved that these invidious

measures will not be introduced in the very shon term,

there is concern that they may reappear when and if
Congress considers new legislation in this area'

LEOS (LOW EARTH ORBITINC SATELLITES)

The FCC recently adopted provisions for licensing ope-

rators of this new, and inherently global, technology'

The Commission is considering to what eltent the pro-

visions adopted meet the requirements set out in a
d€marche last June (see Progress Report, July 199a)'

On the most contentious issue, allocation of frequen-

cies, the FCC has adopted proposals which should

allow up to five systems to be licensed' In so doing' all

of the available frequencies will be made available

from the outset, leaving no space for subsequent, and

potentially European, enterprises to operate in the US'

in. ru had highlighted this concern in its June

ddmarche, atgJing tftat LEO-based services will
struggle to su*iue in the absence of an internationally

agreed division of the available frequencies'



I trade and Economic Relations with
Third Countries:

fapan
On 30 September, under the shadow of threatened US

unilateral sanctions, lapan and the US concluded four
trade agreements in the priority areas listed by the July
'1993 Framework Agreement. These cover insurance,

government procurement of medical technology and
procurement of telecommunications from government
agencies and NTT. ln addition, .lapan agreed to mea-

sures promoting expofts to Japan. Finally, a set of prin-
ciples for the finalisation of an agreement on flat glass

was agreed.
This round of talks was noteworthy for its lack of achie-
vement with regard to the neSotiations on cars and car
pafts which led to the US threatening unilateral sanc-

tions (Section 301 procedures, albeit limited to
Japanese replacement parts).

The four agreements are on a Most Favoured Nation
(MFN) basis and are result-oriented. However, Japan
won its case that no numerical targets be embedded in
these agreements and that qualitative and quantitative
criteria to be used for assessing progress will be consi-
dered as a set. The agreements contain elements for
procedural reform which aim to give greater security to
the business environment. promote fairer competition
and deregulation. A monitoring system is provided for,
which allows, in certain cases, for the possibility of
hearings and of participation by foreign business inter-
ests.

The Commission welcomed the progress thus made on
market opening in Japan, which lapan claims to be to
the benefit of foreign operators, products and services.
However, it expressed concern over the risk of a discri-
minatory impact on EU interests as the monitoring of
these agreements will be carried out by the US and
Japan only, despite their MFN nature. For this reason,
the EU made an official d€marche to the US and
Japanese Covernments requesting full European partici-
pation in the monitoring.
At the EU/lapan Ministerial meeting in Tokyo on 18
November it was agreed to establish a system of EU-

Japan parallel monitoring to ensure MFN treatment of
EU products. Participation of business interests in dis-
cussions on public procurement organised by the
Japanese authorities will be ensured on an equal basis.

China
China is the fifth largest exporter to the US and
accounts for 17o/o of total US trade with the world. The
rapid increase in imports from China and the growing
trade imbalance with the US explain why US policy
makers are focusing more attention on the evolving
Chinese economy and its impact on the U5. President
Clinton's decision to delink human rights and trade
issues and to renew MFN treatment to China in the
summer seems to have paid off. A more cooperative
relationship has been developed between the US and
China over highly sensitive technology expoft control,

and major contracts have been signed, eg in
November, for the purchase of aircraft from McDonnell
Douglas worth US$1.6 bn. Although China continues
to be wary of US "interference" on human righs, the
atmosphere surrounding the September 1994 visit of
Commerce Secretary Ron Brown to China was in stark
contrast to other visits by leading members of the
Cl inton Admi nistration.
The issue of China's accession to CATT is an important
one in US-China trade relations. China is, through
impressive Browth fuelled by imports, expofts and
foreign direct investment, rapidly becoming a major
'trading'power. .At the-sarne time' however, there still
exists a myriad of barriers reminiscent of managed
trade. This is at the core of the accession negotiations:
the US and all trading countries have an interest in
seeing further reforms implemented in China, and in
having these cast in a solid legal framework. The EU

and the US agree that China should be ready to shoul-
der WTO commitments in keeping with its status as an
important emerging trading nation. This implies a strict
respect of the non-discrimination principles on which
the WTO is built, as well as guarantees on a liberal
access for goods, services and investment. China's
access offer will have to be substantially upgraded, in
particular on industrial tariffs and agriculture. China's
willingness to undertake such commitments will largely
decide the timeframe within which the accession nego-
tiations can be completed.

APEC

On 15 November the l8-member Asia-Pacific
Economic Cooperation forum* held its annual Summit
in Bogor, Indonesia. In a joint declaration issued at the
end of the Summit, the leaders announced their com-
mitment to completing the achievement of free and
open trade and investment, not later than the year 2010
for the industrialised economies and 2020 for the deve-
loping countries in APEC. While no stafting date for
the liberalisation process is mentioned, the Summit
agreed a standstill under which APEC members would
endeavour to refrain from using measures which would
have the effect of increasing levels of protection. APEC

leaders also emphasised the importance of trade facili-
tation, concluding that mere liberalisation effofts were
insufficient to create trade expansion. To this end, they
requested ministers and officials to submit proposals on
APEC arrangements for customs, standards, investment
principles and administrative barriers to market access.
The Summit was preceded by a two-day ministerial
meeting on 11-12 November which dealt in more
detail with a number of operational points. Among the
decisions taken at ministerial level was the endorse-
ment of the creation of a businesVprivate sector adviso-
ry body and a set of Non-Binding Investment
Principles. The '12 principles listed are aimed at ensu-
ring that investment laws are transparent and that forei-
gn investors are not discriminated against.
From an EU point of view, APEC's strong commitment
to pursuing the long term goal of free trade and invest-



ment in a CATT-consistent way is of particular impor-

tance. In addition, APEC leaders expressly declared

their will to "pursue free and open trade .and invest'

ment in a manner that will encourage and strengthen

trade and investment liberalisation in the world as a

whole".
APEC thus moving forward, the Commission considers

that a systematic,lnformal dialogue would be mutually

benefiiial. The EU is interested in sharing thoughts

with APEC on how to advance towards further Srowth
and economic integration and therefore welcomes sug-

gestions, emerging in Asia, for closer political level

Ionttctt, particularly between the' European union and

East Asian countries. Both before and after the Bogor

Summit, high level contacts took place between the EU

and the US, in which the US explained its views on

APEC's future development and provided its assessment

of the results achieved. The EU holds the view that

given its own experience in economic integration it

iright usefully contribute to the thinking of the APEC

p.in.tt, particularly where issues are simultaneously

under discussion in Asia, in Europe and in multilateral

fora such as the World Trade Organization.

* APEC's diverse members include Australia, Brunei,

Canada, Chile, China, Hong Kong, lndonesia, Japan,

Malaysia, Mexico, New Zealand, Papua New Cuinea,

the Phitippines, Singapore, South Korea, Taiwan,

Thailand and the US.



EUROPFAN UNION TRADE WITH THE UNITED

STATES - RESUTTS FOR 1993

Part l: Summary

EU trode wlth the US
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Trade between the EU and US in 1993 was very nearly
balanced. The EU's overall deficit with the US was just
2.2 bio ecu, down from l3 bio ecu in the previous
year.

The EU recorded a surplus on trade in the second half
of 1993. For the year as whole, EU impons declined
slightly. Exports increased l4olo, with manufactured
products performing particularly well. This performan-
ce reflects the rather better economic conditions in the
US during 1993, but occurred despite continued appre-
ciation of the ecu vis-A-vis the dollar

The EU-US bilateral trade relationship remains the most
substantial in the world. The EU and US remain each
other's biggest export markets. Only Japan sends more
goods to the US than does the EU.

Among the member states, the UK was the biggest
importer of US produce, and Germany the biggest
exporter. Germany and ltaly recorded improved sur-
.pluses in 1993, and Denmark moved into a small sur-
plus following a defich in 1992. Among those in defi-
cit, only France and lreland failed to improve their
position in 1993.

Part ll: EU trade with the US by product troups

Overall trade flows

After a long series of quarterly deficits, the EU recorded
an increased surplus of nearly 3 bio ecu in the final
quaner of 1993. This followed the 1.3 bio ecu surplus
in the previous quarter (see July Progress Repor0.

For the year as a whole, the EU recorded its smallest
deficit with the US since 1988, f ust 2.2 bio ecu.
lmports fell fractionally during the year, while exports
rose 14o/o. Exporters have therefore profited from the
relatively befter economic conditions last year in the
us.

More recent US data suggests that this trend has conti-
nued, with exports continuing to perform strongly. 8y
the end of the first half of 1994, the EU had a clear sur-
plus on trade with the U5.

DECU

EU lrode wilh US: Quorleily dolo



Trade by broad product ErouP

Trade (strc)

Bio ec
. Total (value 0-9) (volume 0-8)
o Raw materials (0-4)*

. Manufactured products

- Chemicals (5)

- Manufactured goods (6)

- Mach. and transPoft equiP. (7)

- Miscell. manuf. (8)

. Other products (9)

73.8 84.1

7.7 8.7

62.4 72.3

8.4 9.6

r 0.0 12.1

32.8 38.2

11.1 12.3

3.7 3.0

86.3 21 .8

11 .7 3.1

69.7 17.7

9.2 2.4

5.4 1.3

40.0 10.5

15.1 3.4

4.9 1.0

Balance

-13.0 -2.2 2.7

-5.5 -2.9 -0.8
-5.1 2.6 3.7
-1.2 0.4 0.2

4.1 6.8 2.2
-6.9 -1.8 1.2

-l.l -2.8 0.2
-2.4 -1.9 -0.2

24.5

2.3

21.4

2.6

3.5

11.7

3.6

0.8

86.8
13.3

67.5

9.6

5.9

39.7

12.2

6.1

Looking in more detail, it can be seen that the stable

EU imports reflect a small decline in raw material
imports and a similar increase for manufactured pro'
ducts. One the other hand, exports of manufactured
products to the US rose markedly, resulting in an ove-

rall surplus in this sector. Meanwhile the deficit on raw

materials narrowed slightly.

Overall, it can be seen that the bulk of EU-US trade is

in the machinery and transport equipment sectors.

Principle traded products in 1993
The EU's top ten imports from the US continue to be
led by office machinery and computers; this item alone
covers more than a tenth of the total value of goods

shipped to the EU. Following dramatic increases in

imports last year, miscellaneous goods and electrical
machinery are the ne!ft biSSest import product groups.

Other transport equipment slipped from second to four-
th place.

As for EU exports, road vehicles and power generating
machinery swapped places at the top of the table.
Road vehicles notched up a 55% jump in exports last

year. Machinery for special industries and electrical
machinery both also moved up one position following
strong improvements.

Altogether, it can be seen that US exports are more
concentrated in a limited number of product areas than
are those of the EU - the EU's top ten imports account
for 61% of total imports. compared to 57"/o for the
share of top ten expofts.

level annual
variation

share in

PRODUCTS srTc
Codes

Bio
ecu

o/o Extra-EU
trade by
producis"

Tradewith
the United States

To olo

cumulated

1

2

3

4

5

6
7

8
9

10

Top 10 imports
Office machinery and computers
Miscel laneous manuf. goods
Electrical machinery

Other transport equipment
Power generating machinery
Precision in$ruments
Ceneral ind. machinery
Organic chemicals
Machinery for special ind.
Road vehicles

75
89
77
79
71

87
74
5l
72
78

9.85
7.89
6.69
6.39
5.96
4.94
3.69
2.43
2.37
2.30

5.2
57.7
20.7
-25.1
4.1

2.1
't.0

-7.6
5.9
2.2

36.8
29.6
24.1
43.0
43.9
48.4
27.6
28.7
25.1
9.9

I 1.4
9.2
7.8
7.4
6.9
5.7
4.3
2.8
2.8
2.7

11.4
20.6
28.4
35.8
42.7
48.4
52.7
)).)
58.3
61.0

I
2

3

4
5

6
.,

B

9

Top 10 exports
Road vehicles
Power generating machinery
Machinery for special ind.
Electrical machinery
O,ther transpoft equip.
l,tiscel laneous manuf. goods

General ind. machinery
Office machinery and computers
Petroleum, petroleum produc6
t'.ton metallic min. manuf.

78
71

72
77
79
89
74
/)
33
66

7.97
5.67
5.36
4.76
4.69
4.67
4.23
3.73
3.55
3.42

54.8
-9.5
23.6
27.1
-3.7
r 0.9
16.5
r 3.0
27.1
18.7

18.9
33.1
17.3
15.9
20.6
2't.1
'14.0

29.5
25.5
20.2

9.5
6.8
6.4
5./
5.6
5.6
5.0
4.4
4.2
4.1

9.5
16.2
22.6
28.3
33.8
39.4
44.4
48.9
53.1

57.2



73.8 84.1

20.5 22.6

435.7 482.

86.8 86.3

51.5 47.6

487.7 486

36.2 40.1

340.3 391.2

75.2 92.0
413.9 505.1

261.6 308.2

2107.4 nla

179.5 205.5

2178.7 nla

Part lll: The importance of transatlantic trade in the global context

Bio ecu

EU trade with US

EU trade with,laPan

US trade with JaPan"
US total"
Japan total

World total

Together EU and US continue to be the world's largest

trading partners. Bilateral trade flows rose to 170 bio
ecu last year, compared to 130 bio ecu for US-,lapan

trade flows.

The EU's and US'principal trading partners

Lastly, the charts below show the leading sources of
imports, and most important export markets, for the EU

and US. These key markes comprise a larger share of
US trade than they do for the EU

As for trade with Japan, the EU
while that for the US increased
stands at twice the level of the EU.

-2.2

-25.0

-3.4

-39.0

-73.7

82.1 102.7

narrowed its deficit,
markedly, and now

-13.0
-31.0

-51.8
-1 13.9

Shorc of EU exporls Shqre ol EU impods

Shop ol US impoft"

Jopon
5%
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3%

Jopon
lo%
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26*

" Source: Suruey of current business
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Part tV: EU trade with the US by member state
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