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Introduction -

1. This paper examines the trade policy of the Communu;y towards

Japan, It does so for three scts of reasons,

(a) Our trade relations with Janan:aro Unsatisfactory.
' 7

As we enter. the 1980%, the Communlty is deaklng W1tn Japan or

" the bas1s of quwdet1nes set in the earL; 19605, BUt- Jaoanlr
as-the third gconomic’ power of the free wortd feels' _
~entitled to a réle of equal1ty wwth the. "omnunmty and the -
United Statese Given 1ts previous performance and cconomic -
' potentwal, it is in the Community! s 1ntere T to develop with
. Japan a partner%hap which bnuongs to the; 193Cs and strgiches
'fromlpolxp\cat quest1ons to the practwcelof,téchnotobigéL
cooperation;- The aim of extenaing coope?at%on with Japan
so as to cover thé full range of areas of mutual cencern is

.hindcred however, by the mawntcnance of: national protectwonw'

1st mea;urcso o C o :

. The arrangements we have are His@rimihatory (a source
of grbwihg"resenﬁment in Jabbn.quitp out of probqftion
Tt 4to\the economid importance to us of these rcstri;tions?,
are embodied in-a patchwork of sepérate national trad? .
restrictions (more-a relic of the 1950s ihan 8 COmmuni:Y
policy of the 1?&05),'and are in fact generétty'frozen
. in a pattern twenty years or more out of date.

’
'

|
-
i

{bd Our present patchwork of largely national restrictions éqainst

Japan will damage the international competivity of larqge

" sectors of the Commun1ny s 1ndust"1es in the 1990s,

,D1fferences in national treatment are bound to. lead to a’
d1stoyt1on of ccnd1t1ons of ‘competition within the Lommun1ty
and 2 consequent undernining of the Customs Union, And this
‘bartitidning of‘natiohat‘markets within the Community has a nore
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. 1ndustry. . L
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fundamental and harmful effect than disadvantaging

L consumers and offend1ng against a general doctrine..

It ‘weakens the 1nternat1onat compet1t1veness of COmmunity

o M \‘.
.

- Member State X engages in a special protective
arrangement against Japan; it seeks further
protectibn by‘ArticLe 115, but it is not'Suf-
ficient to be. compet1t1ve only in its own market,

to prosper it must be competitive 1ntcrnat1onatly,

- thus separate national treatment undermmnes 1ts

own prosperity and H1ll increase its unemptoymcnt.

.

-

Japan is onc of the major qaps in.the Common Commercial Policy.

- Thus thcre’is a strong argument from the point of view of

industrial Dol1cy for a unified polwcy in relat1on to quant-

itative wmport restrictions agavnst Japan.‘ And hefe there {is

a major gap. There is no complete and’ unified Community policy

-in relat1on to quantitative import restrict1ons. Individual

Hember States-maintain a variety of dxscr1m\natory import

restrictmons, so=called voluntary restra1nt arrangements of

“equal or greater importance are negotiated u1th scant regard

for Commun1ty rules by national Government and 1ndustr1es in

Member States separately with third ceuntrwes. This 15 part-

I3

cularly the case with Japan.

This represents a gap in the common commercial oolicy. This

gap is not mentioned critically because it conflicts w1th som8

'ideat1st1c model of progression touards European unity. It is

mentioned because of the very practical reason that the whole’
strength of the Community in its dealings’ with thiFd'countries

- ties in its acting together. Only by this means for example

was it possible in the~Tokyo Round to get from the United States

'such concessions =~ unobtawnabte in previous GATT negot1atwons -
‘88 the introduction of a material’ 1n3ury test and the abolition
of American selling Price for chemicals,

oo;l.oa



2.

3.

on theiother hénd, equattf-étearly for Mchber'Stata§hto' 

engoge -in negotistiona on their own with third countries

means that these can. ptay'nember States off against each othér;

'thus the combined strength of the Communﬁty is split and

squandered in our deat1ngs thh the external world., This qén )
only mean a less effective defence of. our interests, and mofe
jobs lost. or less-opportunities realised, than wqutd have. been
the case if the combined strength of the Community had been.
appiied. ALl ‘this is jncfeasingty-rélévaht if considering the
-gréﬁing,pnessuré of Japanese exp&rts and the likely worsening

of -our already cohsiderable,bilateral'trade deficit,

. And one fundamed;al*point needs donstantly to be remembered.

- Any major derogation from a'commonb(1 C. Community wide)

policy on im&drts stands in the uay of achwevwng a sxngle

market uhwch is the Cowmunxt/ s f1rst raﬁcon d! etre.

‘Hesitations

" -

Yhese considerations might  encounter certain hesitations.

How will any adJustment of. the present national re*tr1ct1ons
work out? Will 1t result in the abrupt end1ng of the

ex1sting mechanwsms, leaving the industry concerncd without

any protect1on, or, as some nay ‘fear, lead to a -system

which is more rcstr1ct1ve than the present one?.

Hhat do ve get 1n return for abol1shing quant1tat1ve
restr1ctvons?“

Jo this it can only be said that:



4.

"a. The balance of protection in any new arrangement needs
to be looked at case by case. Generally the case for
liberalisation - the the long-term interest of the

~competitiveness of our own industry - is strong; «
there could be exceptions; the general case in relations
to these is considered later. -

b. Problems do:not get any easier by being postponed
"and the b%unt%ng of the competitive edge of sectors
o? Community industry (through quantitative restrictions)
Wlll,Fanlnue apace. In this context the Commission has
.cgrtalq independent respbnsibilities; It has in particular
= to decide whether to grant requests for the application of

-

- Article 115; .
, = to decide whether or not it can and should make the
necessary proposals from time to timc for rcnewal of

eiié}ing Member State commercial agreements with Japan;

- to ‘decide whéther to refer arréhgements made by the
Member States to the Court of Justice as'being‘inCOmp-
atible with the common commercﬁal policy; - '

= to- ensure the application of the principles of‘Community
. competition policy. ' :

.

c;', In (etUrn,foE the phasing out of our quantitétivq.réstrictions,
ve could get not only:the removal of a festering sore in EC/Jépan
relations, but aléo }ncreased access in terms'of tariff and quote

'/con;essions\énd increased EC exports (exampleés are the severe guotaé
“oh our exports of leather footwear and high tariffs on certain
foodstuffs). | .

4, TYhe present state of EC/Japan trade relations

The present situation has the following main featu}es:

a, Three regions of the~Community.(Uk, france, Bene Lux)

have bjilateral safeguard clauses in commercial treaties

“with Japan that can be terminated'by,th94Commission ceasing

vou/ouv



to propose their periodic reieval, One regionn (Italy) hkas
a power of . dcrogation'fbr a considbrabté nunber .of items on
" the common L\beral1satvon L1q§ in respect ot Japan (the

exoer1mental Ust“)° .

:bn. Req1duat quantwtat\vc restrwct\on 5, Most o‘ them derive d"
from bilateral treaties uith Japan, are maintained by, . '
different Member States.. Sone are on acods which are
Admportant in trade but many are unachronistwc or of L\ttta

bvwous vatue. Some are scLectxve &anHSt Japan in thg_
':_sense that the quantn3t1ve restriction 1°(nawnta1ned aga1n<t
. a number of countries, 1nctud1ng Japan, but not against
other major xndustr1atxsed trading partners. A few are
d1scr1m1natory against Japan in the sensc that tho restr1cLion

is na1nta1ned ontz agawnst Japanw !

¢ There are a number of informal arrangemehté-restridtin0 
'\noortstanapan to certain re0ions:of the Community,JSome
of these zre in efiect perlodlcally rcwegothted (generally:
anﬂu“llj) ; Sometimes thera is an xmprcq ion that Henber
States grant increased access for Japcnese 1tens'uhich sre.
subJect to quant1tat1ve restrwct1ons in: re*urn for Jaoonese -

_export restraint on other items or for other advantagas.

d. Requests are made for Article 115 protection as a v1rtuatly
dnevitable reflection of the separate nstional trade policies

i

described above,
A table ettached sets out details of the discriminatory quantitative'
restrictions maintained by indiv1dqat Member Stateslagaﬁnst Jepan, | -

~

1

S . The process of extend1ng thé common - l1beratwsation L1st ran out of
stean in the early sevent1es. Sunce then other attenpts have been made

by the Comn1ss1on to make progress toward @ common pot1cy vis=3-vis Japan.
Progress was made in relation to the etwninatwon of nat1onal quantitative
restrictions in the textiles sector following b1Lateral~negot1at1ons under.
t%e HuliifibreS‘Arrpngement, But in general we are st1ll K Long way from’
8 common commerc1al policy touards Japan.

"‘..9/..0



1

the negot1at1on of a bilateral trade agreement (covervng

" both res1duat quant1tat1ve restrwct1ons and commun1tarwsatvon

of the existing national bwtatoral safeguard clauccs) has-

been suspended for’ nearly a decade,

the differences in'national treatment are bound to lead to

a distortion of compétition within the Community: Article 115

: standsAin the backgrodnd partitioning the Common Harket;

"Ca

e

.a Commission note of 1976 drew the attention of Member Stateq

-
to thc fact that the negotiation af bilateral quant1tat1ve arrangev

.vments?uas not. compatwhte ‘with Article 113 and that only the Commuy=’

nity ‘could exerc1se rights under national b1LateraL safeguard clauses.
Hember States were 1nV1ted to brigg their sectoral problems to the -

-

CommwsS1on.

" MTN safeguards ncgotwatmons covering a selectwve applwcat:on

of Astxcle X1X of the GATT in which the problem of -residual

quantntatwve restr1ctions could have been "subsumed" (as

envisaged by the Soames~Ohira exchanges) have not got anywhere.

,ne\ther~have Japanese requests in the HTN for a start by the

Communnty_xn removing discriminatory quantitative restrictions, .

-

6. Unsatisfactory"consequences of the present situation

o o

_ The result of all this is a confused mixture of varying typés 6f

national protective arrangements against Japan, Ffor the reasons set

out earlier this:

da.

be

Co

stands in the way of hav1ng a common market in swgn1f1cant
"sectors of European, 1ndustry and will 1ncreas1ngly damage
- the international competitiveness of these sectors;

is not the best deal that a united Community could achieve
with Japan;

will be’a source of growing friction with Japan, affecting
the general development of relations with Japan, .

.'U/D.Oi



d. will make 1t'1ﬁpréct1cabto éo'orviaage a fuLLy'satiqfactory«
“trade retat1onfh1p w1Qv Jepan ~ with its highly %nd1v1duaL
and close Governmen& 1ndu°try and 1nter-1nduatry L1nks -
thhout industrial cooperatwon as. a major component,. Indeed'
some of thesc major problems betueen us are only superficially
reftected in trade flous; they are in essence 1ndustr1al 8ut

d1scu5f10n on specific 1ndustr1al problems cannot effectxvely

takc place unless in the context of an overall Community strateay
‘ towards Japan. ' '

DR S -

Te A COMMUnity,Strﬁteﬂy'.v o _ B :- ,}‘ s R
Ca. In its relations with-Japan, the .Community's ainm . is to zchieve a
a greater degree of ccdpération"over the whole range of.métters
- of-mutual concern, The two sides have ﬁajor interests in cormon,
'inctuding interests relating to the functioning of the world
economi¢ and trading system, in which they both. hav " a principSL
‘stake. Increaswngly, however, those 1ntcrests cannot be safe~
‘guarded unless a cLoser identity of views is eatablwshed nch-

uding a greater readvncss to take sccount of each other's position,
Matters like investment and North-South relatlons are’

~ amongst those which would be considered. .
b. Efforts have to be nade on both sides therefore, within thﬂ

franework of & broad stratedy, in the direction of r°mov1ng
the cxisting tevel of restr1ctudns on trade. In part1cular
,Japan needs to make conces sions, €.g. 2% reCUrds the 1Q£§Q§j!g

‘ quantitative restrictions on leather goods and the high tariffs.

~on processed agr1cultural products and various other goods.

" c¢. * On the part of the Community, apzrt from the indis,éﬂsable

- efforts of restructuring,tinere shiould be & political reaa-
" {ness to phase out .the d1=cr1manafory auant1tat1ve res*r1c*1cn=,

'el1m1nat1ng these progresswvely in the lwght of the resutts

obtained by the Commun1ty strategy; th1s would aqu of course' - -

'1mply consideration of the future 6f the individual safeguard
clauses apprcabLe to Japan. The sectors involved vary consxdero Ly

-4‘--..

in seds1t1v1ty, and whereas a conswderable number of the quant

vt\ve restr1ct1ons could be ended quite shortly, in other cases the
1ndustr1es concerned would need time in which to adapt themselves €

- changes in their competitive situation. At least three categories o
the quantitative restsﬁctioné involved ‘can in fact be brogdly

o AderdnAand chnde



({) thos e that can be removed fa{rty egosily;
(11) those hhcrc progressive liberalisation may
'be fé&é‘ble on o basis of reciprocity;
(i11) those where uide and'important interests are
' at stake, and where large adjustments (including
greater specialisation or restructuring on the ‘

- EC.side) would be required.

d. Inthecamzof major difficulties; it may be necessary '
t0|see“ between the Community - and Japan agreement for tte
temporary restraint of Japanese exports whi le European industry
restructures. These exceptwonal rases would only occur: in the
following circumstances: \

- when they concerned a product where serious
‘.,\ndustr1at and SOCial difficulties would otherw1se

occur as a result of Japanese competition;

~ the restraint was for a Limited period (normally 2

to &4 years);

~ the protection was accompanicd by restructurina
measures of the Community's industry as
‘determined in appropriate procedures;

= the Community undertakes tolproceedfto libefqlisation,
on 8 EC-wide basis, within a3 specified period,

8. An elcement of industrial coopefafion wvould form part of the matters to
be discussed with Japan, including such aspects as ~contacts between
- : EuropeanAand Japanese industry, questions of investment (both

.Japanése in Europe and Europeam in Japan), and possibilities of collaboration

1



in third country projectsi A further opening. up of the Japanese market to
communuty exparts would alqo contr1bute to the strengthening of commcrc1aL
and industrial tiaes,

40, Conclusions

A strategy on those lxnes scems the only one which would: prcvent a

‘ \grow1nq exacerbat1on of our trade relaiuons tiith Japan over. the d1oc11m1natoryf

quantatat1ve restr1ctwons, offer a chance of 1ncreasing access to the
~Japanese narkct, adequately engages to this end: the joint bargaining power
of the C0mnu31ty,_and ensures.- a competitive future for our ‘key 1ndustr1es on

uor&d markets in the 1990s,



RESIDUAL NUANTITATIVE RESTRICTIONS MAINVAIMED OV MENIER STATES |

LA

CN 1UQRTS FRCA JAPAR

000,0-',

, o . " ] EC imports . : '
cCT Product L. | from Japan 1 F OIONLI D L DX JIRL | UR
oW, 8 . ' .
I Miscel~ . ~
Llancous o .
02,01 Meat 0 1
04.06 Honey, - 0 S 8]
22.09 Spirits * 293,000 - 9
40.12 pharmaceutical articlos im. - 1
- 50.09 T Voven silk 2.3m, 1
57.10 Jute fabrics 428,000 1
58.02 Carpets ., 470,000 1
62,03 Sacks ) 510,000 S %
64 .01 Footwear. 471,000 { 5
64,02 footwear 3. 5m. R 1
66,01 Uirbrellas 918,000 1 1
66.03 Usbrella parts 1.8m, 1
73.01% Pig iron Q - 1
85.23 Electric cable 9.2m, 1
85.25 lnsulators 2.0m, 1 1
{Total 2 15) ¢ (8 23.4m.) €] (9 | (2> [(1) ) g
'FI Secteral
- itens
46,04 Canned fish 33,99, "1 $
32.05 Dycstutfs 22,4n, 1
37.02 Films &0 n, ] .
40.11 Tyres 45 m, g 1
69,07/7C8 § Tiles ' . 19.4m, b4 2 2 .
69.11/12 | Tablevare . &0.7u, < 2 l.2}12 |-
73.02715 | steel . 142.%a, 14 { o
?73.32 Bolts 16,30, I :
§2.09/14 { Cutlery o 4, Ty p:] | 2 ]
84,41  |Seving machines =~ . 82.5%a, 1 '
84,62 |Ball bearings 104, 3, 1 - !
85.01 Genarators 61 n. 1 .
85.03/26. | Batteries 31,54, 2 ) I
90.12 Optical microscenes 13.4n, B B i
© 90,28 Elec, nezs. instr, . 65 ‘m. . 1 :
91.01/02/| vatches, clocks 188w, 6 '
03/0¢/ oo . ‘
09/11 :
97.03 Toys 56,7, | 1
(Total ¢ 273 ¢1,034 . C16) (I} (X 12Y 12Xt (12



: , |- EC {mports ~ . 4 ‘
ceT Product - ) from Japan 1 F yBNLID | DK|IRL | UK
_ , . Lhere, L9y . o o
B I oo . ) : .
111 Conaumer ' o ol .""...; R
electronics. o PRI .
£5.15 © | T.V.; rodio 951.4n, § 1
85,23 [TV tubes 302.9n. 1
(Total : 2) 1,256 no @ |
1V Hotor veh . L
1cLec nd 'i . . »
retatcd itens . " - . N ) - 1,
84,06 . |Moter vehicles | 2,8167m. L 5 | . I
87.02/04/ | end ports .
05/05% : .
§7.09/712 Uptq( cyclps and parts 617.3m. 2 ;
(Total 3 7) (3,434 0., (D
TOTAL | S I 31 jer 93 |2y 2

“gxplanatory Note

1. The teble shous the residual quantitative restrictions mzintained by individual
Fember States on imcoets from-Jzoen which are discriminatory - in nature, 'iJe. whizh zre
not applicsble to third states generstly or to sll GATT parties, The list is baszz =
the information available to the Cenmission; in some cases this information is. imprezis
eand there nmay have been chongos which have not beﬂn notafxed to the Coﬂn1ss1on.

2. The items heove been,grouoed in four categories : 1 Kiscellansaus (1'eﬂs _whase
import value-is below § 10 mildlion, and in many cases below § 1 nilliond; 11 Itews 27
. sectoral importance (import value above § 10 m1LL1on) 111 Consumer eteccron?;s; 353
IV Motor vehicles and reiated items, oo :
‘3. The third coluan.which shows the value of Community irports froa Japan of ‘the 72213
concerned provides an indication of the relative importance of the trade and sectcr
involved., The figures quoted, which are based on Eurostat statistics ‘for 1979, are
for full tariff positions (four digits) either : (a) ¥n cases where the quantitative
restriction applies to the full position; or (b) where it is not possible to gaiervnrs
"the exact equivalence between Eurostat tariff sub-positions and the sub-positions wre?f.

--a

the Member State or States: apply restrictions, Where it has been possible to align. ire
,Eurostat sub-posxt1ons nore cLose\y with the restricted sub-gositions this has peen I3
4y In add\tmon to the quantxtatave restrxctions stted, there are certawn ‘voluntzary -
“restraint arrangemants which are given support by Governnents, notabLy in the

electronics and motor vehicle sectors.





