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DAVID BELL 

Clive Sinclair is a British entrepreneur who doesn't give up 
easily. His latest invention, the cheapest small computer on the 
European market, has been selling as fast as he can make it. 
Indeed his little computer-more than half a million have now 
been sold-has spawned its own cult. Police had to be called 
earlier this year when the company organized a computer fair 
and was overwhelmed by the thousands of enthusiasts . who 
turned up; And it is soon to be launched in the United States 
by Timex. 

Yet for all its success, Sinclair remains a telling symbol of 
both the promise and the problems of European technology. 
His little company, based in the university city of Cambridge, 
is buzzing with new ideas, from flat television screens to elec
tric cars. But it is all too aware that its competitors in the 
United States and Japan have the financial and marketing mus
cle to threaten it-and companies much larger than it-any 
time they choose. For although Europe is teeming with small 
firms-in fields as diverse as robotics, biotechnology, and 
computers-very few of them can stand the heat of intense 
competition from Japan or the United States. 

In the key field of semiconductors, for example-the so 
called micro-chip market-Europe can boast only two of the 
world's top ten chip makers even though the European market 
for chips is the third largest in the world. Dataquest, the US 
consulting firm, estimates that European firms bought $13.8 
billion worth of chips last year, but Europe-based chip makers 
accounted for only half this production. And most of them 
were subsidiaires of US firms. 

The EC and individual European Governments, are all too 
well aware of the dangers of being left behind and it is widely 
accepted that keeping ahead of the new electronics revolution 
is vital for almost al! future industrial development. But there 
is no agreement on what to do about the fact that there are 
really only two European firms-the Dutch Philips and the 
German Siemens-which are able to compete on equal terms. 

French President Fran\=ois Mitterrand ~hares the concern of 
the previous Government in that country that France . should 
be able to compete on a worldwide basis. His Administration 
is pouring money into high-technology research and develop
ment. Electronics are to be given overriding "strategic prior
ity." On the other hand, the Germans have been largely con
tent to leave the development of the electronics sector to the 
marketplace, bolstered by research and development programs 
designed to stimulate the use of microprocessors and other 
advanced electronic equipment. 

The British, meanwhile, are in between the two. 1982 has 
been dubbed Information Technology Year in Britain and a 
modest amount of money has been set aside to help spur 
interest in the application of microprocessors. Money is also 
being channeled into research on biotechnology and robotics. 
There is even a small chip making company, Inmos, which was 
set up by the last Labor Government and has succeeded in 
establishing a very small niche for itself in the world market. 

But Europe's effort to claw back lost ground is fragmented 
and inconsistent and in Brussels the EC Commission has been 



watching the situation with growing concern. A report issued 
on April 29, entitled The Competitiveness of European Com
munity Industry, noted that Europe's erstwhile lead in high 
technology had given way to serious "comparative disad
vantage." The centerpiece of the report was a scale which 
dramatically underlines how much progress the Japanese have 
made in the past 20 years. The formula used is based on a 
ratio between high technology exports and a country's share 
of world trade. A figure of 1.00 represents equilibrium be
tween the· two. 

In 1963 Japan could only record a showing of 0.5 6, while 
the EC countries managed a healthy 1.02. But by 1980 Japan 
had climbed to a 1.41 showing and the EC had fallen back to 

only 0.88. West Germany's figure fell from 1.21 to 0.99 and 
Britain was down from 1.05 to 0.94. Only Ireland, of the 
countries in the Community, showed an improvement-from 
0.43 to 1.03. The United States, incidentally, seems to have 
maintained its technological edge against everyone but the 
Japanese, with figures of 1.29 in 1963 and 1.20 in 1980. 

The Commission's answer to this problem is deceptively 
simple. It wants a concerted EC "telematics" strategy and the 
abolition of intra-EC barriers which are preventing a true com
mon market in high-technology goods. This, it believes, would 
encourage more European investment and help end a situation 
in which Japanese spending in high-tech sectors is now twice 
that in the EC and the United States as a percentage of gross 
domestic product. 

Last month, C. J. van der Klugt, vice chairman of Philips 
Holdings, bluntly went to the heart of the problem. "The 
survival of the West European electronics industry is at stake 
as long as there are a number of companies which behave 
relatively autonomous on the market or, in a number of cases, 
even adopt a strongly nationalistic attitude," he said. There is, 
he went on, no longer any room for the Europeans to adopt 
the kind of fragmented approach they had in the past, with 
national companies duplicating research and development and 
fighting each other fruitlessly while US and Japanese competi
tors quietly walk through the gaping hole left in the center. L. 
Mercurio, managing director of Olivetti's communications 
group Olteco, echoed this. Europe, he said, must capitalize on 

its size as a very large market. 
Yet all this is much easier said than done. Individual coun

tries, particularly France and Britain, jealously guard their high
tech companies. Britain's ICL computer firm, for example, was 
created about 10 years ago by the Government out of several 
smaller companies. But it is not remotely big enough to com
pete with IBM or Fujitsu and has been driven into a series of 
joint ventures with US and Japanese companies. 

The French Government argues that Europe's high-tech 
companies should forge alliances within Europe. Jean-Claude 
Hirel, director of electronic and computing industries at 
France's Industry Ministry, argues that new forms of coopera
tion are needed between Governments to "reconquer" Euro
pean markets. What is needed, he says, are the harmonization 
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of legal and regulatory conditions in different European coun
tries, the launching of joint European research programs, and 
the establishment of a whole range of joint ventures among 
European companies to "create production facilities on a 
global scale." 

But all this is so much easier said than done. The EC 
Commission is in no position to act like Japan's Ministry of 
Trade and Industry, which has the power-and more impor
tant the influence-to propel companies toward new sectors 
and new research alliances. Nor can Europe offer a single large 
homogenous market of the kind that IBM or Honeywell can 
take for granted. And with unemployment still climbing re
morselessly throughout the Community, there are formidable 
political obstacles to removing the regulations which most 
countries still have to encourage their government departments 
or state industries to buy products made in each country. New 
EC rules frown on this, but they are proving very hard to 
enforce. 

The robot industry provides a classic exampie of the prob
lem. The European market for robots, according to a recent 
report by Creative Strategies International, a US-based consult
ing firm, is growing at a compound rate of 50 percent a year. 
France, Italy, Germany, and Britain all have fledgling robot 
industries whose products are mostly being used iri auto as
sembly. But there is not very much cooperation between these 
firms which are already finding it hard to match the price or 
the sophistication of US robots sold under license. And the 
looming presence of Japan threatens to cut a swath through 
Europe's robot makers in the next five years. 

Just as Japan has decimated the US and European machine 
tool markets in the last 10 years, so it may well be gearing up 
to do with robots. Currently Japan is selling very few robots 
outside Japan. But, says the Creative Strategies report, "they 
are producing huge numbers that are being absorbed by a 
strong and profitable home market." They will, in short, strike 
when they are ready. When they do, the report concludes, 
they may well flood the market. 

Most analysts believe that the most likely outcome to this 
situation-and to the general problem of Europe's high-tech 
position-will be an increasing number of cooperation deals 
between European and Japanese firms which will swap tech
nology and production know-how. "The European solution 
just isn't going to work. There is too much nationalism and 
the game is moving too fast," says one analyst. Another be
lieves that Europe must now take a leaf mit of Japan's book. 
"Twenty years ago they studied us and beat us at our own 
game. Now we have to get really close to them, cooperate, 
sell under license and learn their tricks. Then we have to beat 
them at their game. Certainly we can do it, if the need is 
there," he says. 

The danger, however, is that without intra-European co
operation, the Japanese and US lead may lengthen so far that it 
is impossible to catch up. Then Europe would have to face a 
permanent high-tech trade deficit with Japan and Europe and 
face the fact that it could not compete in the second industrial 
revolution which is now taking place. For all concerned it is a 
very acute dilemma. E 

David Bell is features editor of the Financial Times. 



EC funds major effort in nuclear research. 

While the US effort on nuclear fusion 
emerged alive but a lot thinner from the Rea
gan Administration's budget cuts, the Euro
pean program has secured allocations only 
slightly below those recommended by fusion 
policy makers in Brussels. On ·May 25, the 

. EC Council of Ministers gave final approval 
to a ECU 620 million (about $626 million) 
budget for 1982-86, 10 percent below what 
the Commission had been seeking. But offi
cials believe this level adequate and expect 
national Government funding to provide the 
rest of the ECU 1.5 billion the Community 
plans to spend in its five-year research plan. 

Because nuclear energy from fission is fully 
commercialized, its development and regula
tion effected at the national or even state 

level, fusion has perhaps by default become 
the major nuclear energy research and devel
opment program directed by the Community. 
Its funding levels are rivaled only by those the 
Joint Research Centre provides for nuclear 
safety, given a boost by the 1979 accident at 
Three Mile Island near Harrisburg, Pennsylva
nia. 

This major effort in fusion, linked with 
other nuclear research from the Community 
mandate in this field set forth in the Euratom 
treaty, represents a substantial boost over the 
1979-83 program of about ECU 880 million, 
to which the Commission directly contributed 
nearly ECU 400 million. The potential impor
tance of fusion to European energy supply in 
the next century has led two non-EC nations, 

Sweden and Switzerland, to coordinate their 
fusion research efforts with those of the EC. 
Research centers in those two nations, along 
with 11 in the Community, are tied to the 
fusion program through association contracts 
which are in general subsidized by the Com
mission. 

Some work is funded at levels up to 45 
percent. In all, about two thousand profes
sional researchers are working on fusion 
projects in nine European countries. Over one 
hundred are working directly on the JET

Joint European Torus-project, the center
piece of the European fusion program to 
which about half the overall funding is de
voted. Eighty percent of JET is funded directly 
by the Commission. 
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Fusion, as the word suggests, produces en
ergy by the joining of light nuclei into a 
heavier one, unlike conventional fission en
ergy in which neutron bombardment results 
in smaller nuclei. Fusion reaction researchers 
are focusing on a process which would com
bine two hydrogen isotopes-deuterium and 
tritium-into a helium nucleus, a spare neu
tron, and release of energy. Though deute
rium is found naturally in water, tritium must 
be artifically produced for the fusion reaction 
from lithium, an element widely found in 
mineral form and in ocean water. 

Bringing these elements together so that 
they sustain fusion reactions that give off en
ergy requires enormous heating capacity-to 
1 00 million degrees centrigrade and higher. 
The deuterium and tritium are heated into 
what's termed a plasma-the kind of hot gas
eous mixes found on the sun. So the problem 
for scientists is to construct a reactor in 
which the plasma can be confined long 
enough, and made hot enough, to become a 
net energy producer instead of consumer. 

The most promising method of confining 
and heating plasma is · in an apparatus called a 
tokamak, and the European fusion program is 
being built around construction of a number 
of tokamaks and related facilities and experi
ments. By far the largest such plasma confine
ment machine is JET, located at the United 
Kingdom Atomic Energy Authority installa
tion in Culham. The tokamak uses a com
bination of different sorts of magnetic fields 
to confine the plasma, which conducts elec
tricity easily and can be manipulated by the 
magnetic fields. 

This approach of magnetic confinement 
has taken priority in Community research 
over inertial confinement-in which hydro
gen targets are irradiated by either laser beams 
or powerful electrons long enough so that the 
target's own inertia allows the fusion process 
to occur. The Commission's policy is in line 
with recommendations issued last year by a 
blue-ribbon fusion review panel, which urged 
the EC to concentrate on JET and simply keep 
abreast of work going on elsewhere in inertial 
confinement. 

Reviewing construction of JET so far, a se
nior official at the Culham plant said the five
year building plan set into action in mid-1978 
is running a mere seven weeks behind sched
ule and that it's still set for completion in the 
summer of 1983. He said all the buildings are 
completely erected, and the first of eight 
modules of the torus (or vacuum vessel that 
contains the plasma) will be installed in Au
gust, and the last will follow seven months 
later. The modules are assembled on-site. Al
ready installed in the Torus Hall are the mag
netic circuit and support piping. 

There are 320 workers on the site, and the 
construction has involved more than 100 
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contractors since 1978. Once JET is operating, 
work will continue on auxiliary facilities de
signed to increase the tokamak's heating 
power, which will go as high as 25 megawatts 
thermal in around 1987. "Our aim is to get 
as close to thermonuclear conduction as pos
sible," said the JET official. 

When the JET experiments are finished, re
searchers will be substantially closer to know
ing how plasma behaves in reactor-like di
mensions, but the official stressed that JET 

scientists aren't setting any specific goal for 
the tokamak to become a net energy pro
ducer. It's an experiment, not a reactor, the 
official explained. 

The European fusion program is comprised 
of much more than JET. Five smaller toka
maks are operating in France, Italy and West 
Germany, and three other specialized 
tokamaks are planned. The Tore Supra, to be 
built in Cadarache, France, will test super
conducting coils, heating problems associated 
with magnetic confinement, and impurity dif
fusion. Other proposals could see additional 
tokamaks at the Frascati center in Italy and at 
Garching, West Germany. 

The only apparatus that had been planned, 
but which has been cancelled, is the so-called 
reversed field experiment (RFX) that the 
United Kingdom decided to drop in late 1981 
because of budgetary problems and its sepa
rate 10 percent commitment (outside its share 
through Euratom) to the JET project. The RFX 
would have enabled the Community program 
to experiment with a different type of mag
netic configuration than that of the tokamak. 
The RFX's main potential advantage is its abil
ity to work without auxiliary heating. The 
RFX would have been partially funded by the 
Los Alamos laboratory of the United States. 

Though experiments haven't even begun at 
JET, Community researchers and science pol
icy makers are looking ahead to NET -the 
Next European Torus. While JET is expected 
to demonstrate the feasibility of containing 
and reacting plasma under the necessary heat 
conditions, NET will take the first step away 
from fairly pure scientific activity into appli
cation. It is intended to show that the various 
aspects of fusion energy, such as tritium han
dling, environmental safeness, and conversion 
into a second energy such as electricity, are 
feasible. 

4He + n + · Energy 

To have NET fully conceived and engi
neered for construction in the 1990s, work 
must begin now; the Council of Ministers has 
okayed nearly ECU 60 million for research and 
development. The know-how amassed from 
JET, NET, the other tokamaks, and fusion pro
grams in the United States, the Soviet Union, 
and Japan should enable the EC to select a 
demonstration reactor project-unlikely to 
be built, however, until the 21st century. 

In the United . States, spreading limited re
sources has resulted in a Reagan Administra
tion decision to chop the inertial confinement 
fusion budget in half for fiscal year 1983 
while imposing a two percent cut on mag
netic fusion spending, excluding inflation. 
That still leaves the magnetic fusion budget at 
about $450 million, and with projections for 
succeeding fiscal years of annual budgets ex
ceeding $500 million after 1985, the US pro
gram remains substantially larger than Eu
rope's. But if one looks solely at tokamaks, 
after having subtracted US programs in other 
types of magnetic confinement, the two pro
grams are about the same size. 

Still, the US counterpart to JET, the 
Tokamak Fusion Test Reactor in Princeton, 
is running a year ahead. It should be com
pleted this year and by 1984, researchers 
hope to see whether the machine can produce 
20 megawatts thermal while consuming the 
same-a first step toward net energy output. 
And America's next step to match NET has 
already been dubbed FED-Fusion Engineer
ing Device. An initial conceptual design has 
already been done. 

But in both the United States and in Eu
rope economic necessities have narrowed ma
jor investments to tokamaks, leaving other 
branches of magnetic fusion behind. "It's un
fortunate that we can't have a broad-based 
program," s~id a European fusion official, 
who added that he understood the financial 
limitation imposed by an expensive tokamak 
on the other projects. At least in the United 
States, other types of confinement, such as 
those that use mirrors and newer alternatives, 
are being pursued, if at a more modest pace. 
But in Europe, where such a large proportion 
of resources is in tokamaks, "We have no 
fallback position." He added that tokamak 
results remain promising, more so than was 
imagined a few years ago. E 



Europe's first high-speed, computerized, in
formation retrieval system, Euronet DIANE, 
currently links nine of the 10 EC members 
states, with Greece to be hooked up later this 
year. Euronet DIANE brings together indepen
dent European computerized information ser
vices (known as 'hosts'), which provide on 
line access to data banks, and a data transmis
sion network created by a consortium of the 
various national postal and telecommunica
tions administrations. The system is supported 
by EC funding. 

Some 40 'host' computers currently give 
access to over 300 data banks covering a 
wide variety of scientific, technical, social, 
and economic information. Over 2,300 orga
nizations are using DIANE and a number of 
countries outside the EC are connected now. 

The first seeds of the Euronet DIANE project 
were sown on June 24, 1971, when the 
Council of Ministers adopted a resolution 
recommending coordination of activities in 
the field of scientific and technical informa
tion in the member states of the Community. 
The first three-year plan for scientific and 
technical information and documentation, put 
forward by the Commission to cover 1975-
78, was approved on March 18, 1975. One 
of the main objectives of this plan was to 
create a transmission network to make such 
information available 'to all who need to use 
it' -research workers, managers, engineers; 
decision-makers throughout the Commu
nity-'by the most modern methods' and 
'under the most favorable conditions as re
gards speed and expense'. 

The technology selected for Euronet DIANE 
was 'packet-switching'. Under this system, 
each message is split into small pieces of 
'packets' which are automatically 'labeled' 
with their place of origin, destination, and 
sequence. The packets are then transmitted 
by the quickest route (or routes), interleaved 
over the circuits with other packets so that 
every millisecond of available line time is 
used, and reassembled in their original order 
at their destination. Packet-switching permits 
the efficient and, therefore low-cost, use of 
the available circuits, which makes it highly 
suitable for users whose capacity needs (in 
terms of quantities of data) may be fairly lim
ited; the system has in fact been deliberately 
aimed at helping the small and medium-sized 
information user. 

Additionally, the packet-switching technol
ogy provides an important facility for making 
the many different types of software and 
hardware in use compatible with each other, 
so that users and information suppliers have 
no need to buy expensive new equipment. A 
keyboard and screen, together with a modem 
to connect with a normal telephone, is all 
that is needed to use the DIANE network. 

The cost of obtaining information directly, 

in line with the Commission's objectives in 
setting up Euronet DIANE, is remarkably low 
and is made up as follows: 
• Charge for connection to the nearest 
switching centre to gain access to the Euronet 
system. 
• Charge for use of the Euronet network it
self, based on the length of time the line is 
used and the volume of data transmitted. Dis
tance has been eliminated as a relevant factor 
(in line with the principle of non-discrimina
tion against users) so that interrogating a com
puter in Rome from London is as cheap as 
obtaining information from a computer in 
Paris. 
• Charge for use of the host's data bases and 
banks. 

A study prepared for the Commission 
showed that three or four individual informa
tion-transmitting networks covering the same 
area would cost the European taxpayer be
tween three and 1 0 times more than a single 
network. Each network would undoubtedly 
use different technology and necessitate 
wasteful multiplication of effort, expenditure 
and valuable time. Such a situation would 
only serve to reinforce, rather than break 
down, barriers between Community coun
tries. The Euronet DIANE project is very much 
a part of the Community's whole approach · 
toward new technology; a series of plans have 
been implemented over the last 10 years by 
the Commission, which is seeking actively to 
support and develop European involvement in 
this area, largely dominated at present by the 
United States and Japan. 

The Commission has opened up some of 
its own information resources through the 
system and is investigating the creation of 
other data-bases which could be made avail
able through Euronet DIANE, including files of 
current and planned projects in member states 
in the fields of agriculture, trade, industry, 
energy, the environment and other areas. Ex
isting data-bases created to serve the Commu
nity institutions (CELEX-Community law; 
CRONOS-statistics; ECDIN-pollutants) are 
soon to be mounted on the system, while the 
Commission's files on agricultural and other 
research projects financed by the Communi
ties and a multilingual terminology data bank 
are already available. 

Research is being done on the possibilities 
of automatic translation of the data itself, 
which would allow an English lawyer to in
terrogate an Italian legal data-base and receive 
his answer in English. A further interesting 
possibility that the Commission is investigat
ing is a link between Euronet and the new 
'viewdata' or 'videotex' technology which en
ables information to be obtained by use of a 
telephone line and a television screen. In the 
future the information provided by DIANE may 
be available in the home. 
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TECHNOLOGY 

Is Europe Ready tor satellite TV ? 
Legal and marketing problems are enormous. 
JASPER BECKER 

The first of a wave of European television 
satellite programs is already on its way. The 
British-based company, Satellite Television 
will be broadcasting television programs 
around Europe by the end of 1982. In its 
wake will follow at least eight commercial 
and government-backed television channels 
beamed to homes everywhere in Europe. 
Their significance, say media experts, will be 
comparable to the introduction of radio in 
the 1930s. 

Newspapers and magazines fear their ad
vertising revenues will slump drastically. Gov
ernments fear that their control over the elec
tronic media will be smashed. Consumers are 
worried that they will be faced with a taste
less and unqualified torrent of advertising and 
American soap operas. Advertisers and ad
vertising agencies veer between skepticism 
and euphoria. Everyone agrees, though, that 
the satellites will bring the biggest shake up in 
the media that Europe has seen since 
Gotenburg invented the printing press. Satel
lite television is already being received in 
homes in the United States, Canada, the So
viet Union, and Indonesia. The problems in 
Europe begin with the fact that the satellite 
broadcasts will be beamed all over a conti
nent fractured by different languages, cul
tures, and laws. 

Unless you happen to live in a small cen
trally located country like Belgium or Switzer
land, the chances are that you will probably 
only tune into the national channels. In coun
tries like Switzerland, Belgium, France, Den
mark, Sweden, and many others television 
and radio are state monopolies although 
some at least allow advertising under strict 
conditions. No country is alike in the rules 
governing broadcasting advertising, whether 
this relates ro the content matter of commer
cials (for instance, no tobacco or alcohol) or 
programs, or to the times allocated to either 
(no interruption of programming or no ad
vertising on weekends). 

What is needed, say Hellmut Sieglerschidt 
and Wilhelm Hahn, two German members of 
the European Parliament in a report drafted 
for the Committee on Youth, Culture, Educa-
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tion and Sport, is for the EC Commission to 
submit an investigation into media policy fol
lowed by a set of EC regulations. The present 
lack of a legal framework for cross-frontier 
transmissions is a sure recipe for conflict. 

Hahn sees for Europe a positive side to 
satellite television. There should be room, he 
thinks, for a channel devoted to covering the 
affairs of the European Community. What 
better way is there to bring Europe together 
and to foster a spirit of European unity than 
by presenting programs on issues viewed not 
from the national perspective but the Euro
pean? 

Time is running short if satellite companies' 
present plans are to go into operation on 
schedule. The Franco-German satellite agreed 
on between President Valery Giscard D'Es
taing and Chancellor Helmut Schmidt in Oct. 
1979, will be launched on the Ariane rocket 
in 1983/ 4. Radio-Television Luxembourg 
(RTL) has formed a commercial company, CIT, 
together with German and perhaps Dutch 
newspaper publishers to beam satellite pro
grams in 19 8 5. Discussions are progressing on 
NORD-Sat for the Scandinavian countries; L
Sat which brings the United Kingdom's BBC 

and the Italian RIA together; and the Swiss are 
planning to send up a commercial satellite 
called TEL-SAT. 

Luxembourg's plans have already triggered 
off a number of political storms. Although 
RTL has long been broadcasting commercial 
radio and television programs to Belgium, 
France and elsewhere, the proposed satellite 
"as feit to pose too great a threat to Bel
gium's plans to open the state-run media to 
advertising. The problem was that the Bel
gium Government, despite being keen on get
ting advertising revenue, was also adamant 
that commercial be placed under tight restric
tions . RTL competes, of course, with the Bel
gian stations and so the Belgians wanted to 
make sure that RTL's advertisers had to labor 
under the same restrictions. 

Belgium is not alone in wishing to stop 
Luxembourg becoming a major force in Eu
ropean television. Chancellor Helmut 
Schmidt is opposed to the RTL project and the 

participation of the German newspapers. The 
German constitution rules out privately-oper
ated television and radio and the Government 
is committed to guaranteeing equal access to 
the media by all political and social groups. 
Schmidt is far from being convinced that 
commercial television will ensure this. 

Similar fears and concerns are expressed by 
the Swiss, Danish, Swedish, and Dutch Gov
ernments. The newspaper publishers are 
caught on the horns of the dilemma. Con
vinced that satellite television is coming, some 
prefer to invest in satellite projects, while oth
ers are pushing their Governments to ban it. 
Either way the press stand to lose, at least 
initially, as advertisers switch to the new me
dia. In Britain, however, the press is still 
flourishing despite national and regional com
mercial television. The Belgian Government is 
already considering subsidizing its press out of 
the TV and radio revenues and may be setting 
an example that will be followed by many 
others. 

Valid though the concern is, there is no 
shortage of people who are saying that com
mercial satellite television is still a long way 
off, yet. The tremendous expense and risk of 
launching a satellite, as RTL is proposing, with 
the prospect that France or Germany might 
literally pull the plug out, must be a big disin
centive for any media executive. And there 
are the technical problems. To get satellite 
transmissions directly in the home a receiver 
dish on the roof is needed. Will enough peo
ple be prepared to invest in one? The alterna
tive is for the programs to be transmitted by 
cable companies, but so far cable systems 
only cover about a quarter of the 110 million 
homes in Europe. 

Given Europe's diversity of language and 
culture, what sort of programs can be 
screened that will be attractive enough to lure 
audiences away from their familiar national 
programs? The Satellite Television Company 
is convinced that people really are interested 
in international entertainment. The Euro
vision Song Contest is watched by an esti
mated 350 million people and the program 
called "Its a Knockout" (j eux sans Frontieres) 



has an audience of some 60 million. And 
minority interests such as opera would attract 
large audiences if broadcast across a conti
nent. The weightiest argument is that if you 
are broadcasting from Iceland to Tunisia, 
then to win a sufficiently large audience you 
need only 2 percent of each country's view
ers. 

One company in Finland has already 
started producing the aerial dishes and in 
Sweden, Philips and other companies are well 
advanced with their plans to market one me
ter-wide parabolic dishes in anticipation of 
the Franco-German satellite. Such confidence 
in the future of satellite television is not fully 
shared by some of the advertisers. Most 
household goods, particularly food and drink 
items, are marketed in each country sepa
rately under different narries, packaging, dis
tribution systems, and sizes to take into ac
count different consumer habits and the 
cultural diversity. There has long been talk, 

. however, in the advertising world of "Euro-
brands" -products such as Coca-cola, per
haps, which could lend themselves to transna
tional advertising campaigns. 

The trend is by and large in the opposite 
direction. Advertisers look for media which 
will pinpoint the potential market accurately. 
If you are selling peas you don't want to ad
vertise in a magazine that is read by senior 
executives. Advertising via a Europe-wide sat
ellite program is like using a shot-gun when 
you need a laser. Targetting is essential. A 
second factor is that television commercial 
costs are soaring, over the past five years they 
have risen by 350 percent-considerably 
more than the equivalent magazine costs. 
Viewers and advertisers may prefer to go in 
for narrow casting. Cable television instead of 
direct satellite transmissions, would surely 
lend itself best to mixing international or na
tional programs with local news. It also en
ables the advertiser to pin point his marketing 
more accurately. 

Commercial television is also sure to have 
some tough legal battles on its hands. Legisla
tion on advertising in Europe is far from be
ing harmonized and cable companies are hot 
authorized to originate or transmit indepen
dent programs. Clearly these areas are going 
to become an issue for the EC as the Treaty 
of Rome, as the European Parliament reports 
point out, can be interpreted to guarantee the 
free flow of information across borders. And 
allowing international advertising in one 
country, but banning it in another effectively 
distorts competition among manufacturers 
since local producers are sheltered from inter
national campaigns. E 

Jasper Becker is a freelance writer based in Brussels. Dish at a space telecommunications center in Fucino, Italy. 
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Opening up the China Trade. John Starrels reports. 
The EC Commission Vice President in charge of industrial 
affairs, Etienne Davignon, has just completed a week's stay in 
Peking. As of this writing, specific results of his mission are 
lacking, but it is at least clear that negotiations on future 
energy cooperation-in coal and petroleum mining-were a 
major focus in these discussions. Along with Japan and the 
United States, the Community's member states have been 
forced to readjust their ambitious goals of expanding eco
nomic ties with the People's Republic since Chinese leaders 
reduced their imports from the West last year. Reality, not 
unbridled enthusiasm, now defines the boundaries of EC-Chi
nese relations. But as Davignon's trip demonstrates, both sides 
remain committed to a long-term and mutually profitable rela
tionship. 

Back in April 1978, the European Community signed a 
long-term trade agreement with the People's Republic of 
China (PRC). How much progress has been made on that front 
since then? A good deal. Between 1979 and 1980, for exam
ple, total trade between the Community and the PRC went 
from $4 billion to nearly $6 billion. Recently published figures 
document a continuation of that trend. 

At the same time, however, important variances characterize 
individual European nations' trade accounts with China. 
France's two-way trade with the People's Republic in 1981 
Ganuary-November) came to $733.4 million, with exports of 
$264.9 million and imports of $468.4 million. Overall, 
French-Chinese trade grew by a modest 4.7 percent last year. 
Italy's trade with the PRC also expanded, but by a significantly 
larger amount of 13.1 percent in 1981, compared with 1980. 
Two-way trade between these two countries reached about 
$600 million, with a deficit of $67.5 million for the PRC. 

Less modest has been the expansion of West German trade 
and commercial ties with China. Indeed, the Federal Republic 
ranks as China's number one EC trade partner today. In 1981, 
it reached $1.6 billion, with the PRC running a deficit of about 
$260 million. Today, there are 27 West German firms in 
China. In May, the West German-Chinese joint committee 
met in Bonn under the auspices of Economics Minister Otto 
Lambsdorff and Chen Muhua, Foreign Trade and Economic 
Relations Minister of the PRC. The two Governments have 
negotiated a number of long-term agreements which promi
nently include two projects on the exploitation of raw materi
als by German firms now active in China. The West German 
prospecting company, Deminex, has also been active in petro
leum prospecting there and has more recently raised the pos-
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sibility of bidding for oil concessions in China's offshore areas. 
China significantly reduced its imports of German steel 

tubes and plates in 1981, but "big ticket" items continue to 

be a priority for China in its trade with West Germany. For 
example, the PRC will receive its first 20,000-ton ship-the 
Fehne-from the West German Hamstod Group this August. 
Moreover, West German firms in China have weathered the 
economic retrenchment measures which were suddenly an
nounced by Peking last year. 

Typical has been the experience of firms such as Schloe
mann-Siemag which recently renegotiated a $54 7 million con
tract to supply the giant Baoshan steel complex, near Shanghai, 
with a continuous cold strip rolling mill. The revised contract 
commits the Chinese to honor their original order from this 
West German firm, with delivery of the rolling mill simply 
postponed for a couple more years. Over the past year; the 
Federal Republic and China have reached cooperative agree
ments on several hundred joint projects. And at the recent 
meeting in Borin, the German delegation said that it would 
work to liberalize the Community's import rules to allow for 
easier entry of Chinese products. 

Overall, then~ the prospects are bright for expanded trade 
between the European Community and the People's RepubliC. 
Only Japan and Hong Kong-Macao rank above the EC in the 
volume of trade transacted between the Community and 
China. European firms are particularly anxious to increase im
ports of Chinese raw materials, notably oil. Alternatively, the 
Community is in a strong position to supply China with large 
amounts of chemicals, fertilizers, machinery, and high technol
ogy goods. Along with German firms, other members of the 
Community have intensified their commercial ties with China. 
Two French firms, for example, are actively exploring the 
PRe's petroleum reserves in the Bohai Gulf and in the North
Eastern Gulf of Tonkin. Britain's Cambridge Instruments Ltd. 
has recently negotiated a $160 million sale of electron micro
scopes and ancillary x-ray equipment to Chinese research insti
tutes. Nor have the Chinese ignored commercial opportunities 
in the Community. Notable are the sales activities of "Sino
Chem," a state-owned corporation based in Hamburg, West 
Germany. It specializes in supplying European clients with in
formation on how to facilitate chemical, fertilizer, and petro
leum product purchases from China. 

Trade relations between the Community and Peking are not 
constantly idyllic. Occasional friction between the two part
ners does arise. European producers have been especially sensi-



tive to so-called "unfair" trade practices engaged in by the 
Chinese. In some instances, the Community's response has 
been to approve a member's request for import quotas. In one 
recent instance, the EC agreed to a French request to limit fast
rising Chinese imports of sandals into that member country. 
Indeed, imports of those sandals have reportedly climbed from 
48,000 in 1978 to nearly three million last year. The new 
quota sets a maximum import limit of 1,650,000 sandals from 
the PRC. 

More ominous are European charges that the Chinese have 
"dumped" some of their exports to the Community. A recent 
complaint filed by the European Council for Chemical Manu
facturers specifically charged that PRC exports of oxalic acid 
had been dumped on the European market. The complainants 
reported that imports of this product has grown from 436 
tons in 1978 to 7,883 tons in 1980. In May of this year, the 
EC's Commission imposed anti-dumping duties on the Chinese. 

At the same time, Chinese leaders believe that Western 
countries have conspired to arbitrarily limit China's export 
sales to them. Thus, Peking demands that its producers receive 
fair access to the Community's markets. The EC's members 
have responded by working hard to ease China's entry into the 
European marketplace. Consider the progress achieved in the 
sensitive area of textile trade. In 1979, Brussels signed a five
year textile agreement with China. Earlier this year, a Chinese 
delegation, led by Li Dengshan of the Ministry of Foreign 
Trade, journeyed to Brussels for a mid-term review of the 
agreement. Most observers, including the Chinese, agree that 
the accord has been generous to the PRC. 

Since the late 1970s, China's exports of textile products 
have more than doubled, reaching 65,000 tons in 1981. The 
1979 agreement also, however, eases the entry of European 
textiles to China's market. And the Community's members 
have accordingly increased their shipments of these items to 

the PRC. At the same time, the Chinese have accepted a much 
stricter application of the so-called "basket extractor-mecha
nism" which allows Community members to introdu~e quotas 
on items previously not subject to quantitative textile import 
limits. As a result, Brussels has agreed to the imposition of 
new quotas on imports of Chinese tents into the Benelux 
countries and the shipment of clothing into the United King
dom. 

The EC Council of Ministers has also been responsive to 
Chinese efforts to increase their industrial exports to the Com
munity. In December 1981, the Council agreed to extend to 

T he Great wall. <D Samuel Yette. 

China the Generalized Preferences Scheme which provides for 
a total exemption of all industrial products from the Commu
nity's customs duties. This import liberalization measure 
should henceforth make it easier for China to export larger 
volumes of its light manufactured goods-where quotas do 
not already apply. And there is now a good prospect that the 
EC will soon offer to China at least a partial exemption from 
agricultural import quotas. 

As a developing country, China's future remains bright, 
though it is now clear that the original plans of China's prag
matic reformers have had to be scaled back from their earlier 
levels. Future negotiations will have to be conducted on Chi
na's willingness to extend investment protection for European 
firms now operating in what remains a Marxist economy. At 
the same time, the Chinese leadership is anxious to break 
down trade barriers which could discriminate against its ex
ports to Europe. The PRC insists upon greater access to the 
Community's marketplace, not less. And because the two are 
aware of both the roadblocks and potentials in their relation
ship, Peking and Brussels will continue to expand their ties. E 
} ohn Starrels is a freelance writer based in Washington DC. 
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AYE 
US, EC firms seek greater market access. 
HOWARD BANKS 

<D EJwarJ Pieratt, Black Srar 

Complaints about Japan's xenophobic trade 
policies have two main roots: The country 
has increasing trade deficits with both the EC 
and the United States that no amount of talk 
will make go away and American and Euro
pean companies find it next to impossible to 
gain access to Japanese home markets. The 
best, though long-term, way to deal with the 
former is through the latter of these two 
problems. If the Japanese would only buy 
more foreign goods, the present trading im
balance would be reduced. Surprising though 
it may seem, there have been one or tWo 
signs that small chinks are opening in the Jap
anese market. 

While they should not be exaggerated, they 
are important since they come at the behest 
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of the Japanese Government and after pro
tracted pressure from the American and EC 
authorities. Perhaps the most significant was 
the television message in mid-May to the Jap
anese people from Japan's Prime Minister, 
Zenko Suzuki-timed to precede the Ver
sailles economic summit and so head off 
some of the criticism the Japanese were 
anticipating. He told the Japanese to "extend 
a welcoming hand to foreign products," a 
sharp reversal of the until-now standard mes
sage that they should "buy Japanese." 

His appeal came just after Japan had re
duced tariffs on 215 products from comput
ers and machine tools to microelectronic 
chips. These latest cuts were larger than the 
1,650 tariff changes announced last Decem-

her. Suzuki's announcement also said that Ja
pan would attack one of its more subtle bar
riers to trade. Japanese companies simply 
have not imported cheaper versions of prod
ucts that are also made in Japan. Steel from 
Korea never finds its way into Japanese cars 
nor low-priced recorders, from Taiwan into 
the electronics shops. These practices, which 
restrict competition, are now to be countered 
by Japan's antitrust law, although that law is 
weak and virtually without teeth. 

Japan has also started to open its capital 
markets a little, particularly to American bor
rowers. The Japanese Finance Ministry has 
eased the rules a notch on US companies bor
rowing from Japanese banks, and now the US 
Export-Import Bank will guarantee credits 



raised in yen for American exporters selling 
anywhere in the world. The rate will be much 
lower than the Ex-lm can offer in dollars (9.5 
percent against 12.5 percent) and will increase 
the volume of American export trade that Ex-
1m can back without denting its dollar de
nominated borrowing limit of $4 billion. 

One of the tightest Japanese markets has 
been telecommunications equipment for Nip
pon Telephone and Telegraph (NTT) and even 
it has opened its market a tiny fraction. The 
American electronics company Motorola has 
now taken two small steps into Nrr's fold. 
The first was directly as a result of pressure 
from the American government and from 
Robert Strauss, the US Special Trade Repre
sentative under President Carter. This gained 
Motorola the opening as a supplier of pagers 
-those devices that let you know there is a 
telephone message when you are away from 
your office. The company invested several 
millions (it will not say how many) in re
designing its product to suit the Japanese and 
"to make it perfect." There can be no failures 
on inspection when they are delivered, and 
they have to keep working. 

In term~ of money and management time, 
it will be many years before the investment 
can possibly pay off. But now, as a result of 
the first experience, NTI has accepted Moto
rola as a member of the research and devel
opment group of companies competing to 
supply a new mobile telephone system. With
out political backing, as happened over the 
pager, it has been impossible for non-Japa
nese companies even to bid for such a con
tract because they were never accepted into 
one of these "clubs". This has been one of 
the more rigid of Japan's non-tariff barriers to 
trade in telecommunications equipment. 

Significant though these changes are, they 
are still no more than chinks in the Japanese 
market. They still target specific markets and 
products and arrange which Japanese compa
nies shall compete in such a way as to try to 
dominate those market sectors, and abroad 
nor just in Japan. These arrangements are 
backed by Japanese law. Motorola's chairman 
and chief executive officer, Robert W. Gal
vin, is not shy of addressing these issues, even 
though his company is perhaps the leading 
example of a non-Japanese electronics com
pany that stands a chance of breaking into the 
Japanese market. He acknowledges that there 
are risks in talking out, but believes they are 
worth taking. 

Galvin wants the US Government to iden
tify industries or sectors that are being tar
geted and he believes they should be legisla
tively protected. That could be done by 
making such an attack grounds for relief. He 
also questions whether changes are needed in 
the law that shields a foreign company from 
antitrust liability in America if the anti-com-

Inside a large American computer-manufacturing plant. Courtesy of Honeywell Inc. 

petitive conduct is laid down by its own Gov
ernment. He also wants the United States to 
match the EC's proceeding against Japan un
der the provisions of the General Agreement 
on Tariffs and Trade to consult with Japan 
over whether some of its policies "nullify or 
impair" GAIT agreements. 

In electronics, targeting by Japan continues 
unabated in the semiconductor sector. In 
1981, Japanese companies increased their 
share of the worldwide semiconductor busi
ness by some 25 percent, while American 
companies' share slipped 6 percent and Euro
pean companies 14 percent, in a total market 
that was down 9 percent on the previous 
year. 

In the dynamic RAM (random access mem
ory) market, which is a bread-and-butter part 
of a chip-maker's business, for technical rea
sons it looks as though the Japanese-made 
share of the market has slipped a little. In the 
64k RAM segment of the market, the most 
advanced RAMs so far on sale, last year the 
Japanese held 70 percent and in the first 
quarter of this year 65 percent. The reason 
for the decline is bizarre: The leading Ameri
can semiconductor company, Texas Instru
ments, switched its production of 64k RAMs 
from Texas to Japan, where it was able to 
improve production yields and quality of this 
chip. In the trade statistics, however, these 
Japanese-made TI chips are counted as Amer
ican ones. 

So far the Japanese attack on the personal 
computer market has been weak, but they are 
taking over the segment called low-cost 
peripherals for these machines. This means 
things like printers and disc-drives for extra 
memory and so on. 

American electronics companies are taking 
a leaf from Japan and getting together to 

compete more effectively. They have agreed 
to set up a cooperative research organization. 
By restricting it to very basic research (which 
is expensive for an industry that already 
spends 8-9 percent of revenues on research 
and development, and around 15 percent on 
capital investment), the semiconductor mak
ers hope to avoid antitrust questions. Getting 
together in the firm of "double sourcing" 
deals, where one maker licenses another to 
make its design of chips, has been common. 
But now closer relationships are appearing. 

Burroughs is adopting Intel's chip technol
ogy on an exclusive basis, in return for being 
taken into Intel's confidence about future 
product developments. National Semiconduc
tor has a detailed agreement with Fairchild 
over the development of peripheral chips that 
go with its brand new microcomputer chip, 
the 16000. The two companies are investing 
heavily in their own part of the program, 
which will be interdependent. The American 
Government is doing its own bit to help, too. 
It is funding a joint program to develop a new 
super-chip with a million or so circuits on it. 
The bill: between $200 million and $300 
million. 

Another small sign of the times perhaps, 
was a speech made in March by Nachiro 
Amaya, the special advisor to Japan's Minister 
of International Trade and Industry. In view 
of the attacks on Japan's trading policies, es
pecially in the high technology area, and of 
the calls in Congress for reciprocity, he called 
for international cooperation in research 
among companies in the EC, the US, and Ja
pan. Could it be he sees that major technical 
changes are coming and does not want Japan 
to have to start targeting a whole new, still 
unknown, set of high technology markets? E 
Howard Banks writes for Forbes. 
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TRADE: International Fairs 

selling 
SUSAN SCHMIDT 

American businesses, especially in the high
technology electronics sector, appear to be 
taking a second look at the gigantic interna
tional trade fairs in Western Europe as orga
nizers woo US industries with new trade 
opportunities. US Department of Commerce 
(Doc) also helps by periodically sponsoring US 
trade pavilions at the larger fairs. DOC encour
ages American firms to evaluate their export 
potential and to consider expanding their do
mestic market to Western Europe, the largest 
combined import market in the world. US 
exports to the EC in 1981 exceeded $52 bil
lion, only slightly less than 1980's $55 bil
lion. American imports from the Community, 
however, rose in 1981 to almost $42 billion, 
from $36,000 million in 1980 according to 
DOC statistics. 

Monitoring specialized trade opportunities 
in foreign countries and regional sections of 
the globe is a key focus of the Doc 's Interna
tional Trade Administration. DOC trade ex
perts view international trade fairs as a pri
mary means of providing American busi
nesses, small and middle-sized in particul~r, 
with opportunities to evaluate new markets, 
to survey foreign and domestic competition, 
to contract for international distributorships 
and sales representation, to form international 
partnerships, and to establish personal busi
ness contacts. 

Major international trade fair organizers, 
on the other hand, seek the American busi
ness income and technology. First, it adds to 
their success in producing an international 
trade event, and, second, it brings in the valu
able participation and exhibition of US indus
try. Many international firms and prospective 
buyers will participate in a trade fair if they 
know their competition will be taking part. 

More than 800 international trade fairs are 
held annually throughout Western Europe, 
drawing millions of professional buyers, man
ufacturers, and exporters. Fair sponsors are 
typically government trade agencies, regional 
trade authorities, local commerce and trade 
associations, and private trade fair organizers. 
Most fairs arrange US representation for mar
keting and registration. At the larger and 
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it in Europe 
Here at the Hanover Fairgrounds, site of the largest international trade fair, are 25 exhibition halls ranging 
in size from one-to-20 acres. Half the total 240-acre grounds is enclosed and air conditioned, and about 7 5 
acres of open space is used for outdoor displays. This year 6,000 exhibitors filled the indoor show space, 
335 of which were American companies. The significant increase over last year's 186 US participants shows 
the rapidly growing interest in the international trade arena as a means of surviving tightening domestic 
markets. Counesy of Hanover Trade Fair 



more successful of these fairs, the interna
tional presence is a primary objective. Ameri
can participants thus can reach markets which 
extend beyond the general region where the 
international trade fair is held. 

International trade fairs are generally of 
two major types-general and specialized. 
General fairs, which are the larger and usually 
consist of eight to 10 major subsections, are 
referred to as horizontal fairs. Specialized fairs 
are called vertical fairs. The choice between 
the two rests with the manufacturer, the ex
port market being sought, and the individual 
reasons for attendance. 

In this regard, the Doc's International Trade 
Administration assists American companies by 
recommending the trade events which best 
suit their markets. There are 4 7 DOC district 
offices across the United States serving the 
business community. These local district of
fices provide professional counseling by trade 
specialists to interested firms. Foreign markets 

~Hanover 

~~!~~'83 
Hannover. West Germany 

At the Hanover Trade Fair '82, the world's 
largest annual international trade fair and one 
of the eight major Western European trade 
fairs, 6,000 exhibitors filled the permanent 
402,700 square-meter compound. Of these, 
335 were American. More than 150 of these 
companies exhibited for the first time at an 
international trade fair. Many of the other US 
firms were established exhibitors who partici
pate through their European affiliates and dis
tributors. Last year, a total 186 American 
companies exhibited. 

The number of American business visitors 
also jumped this year. The fair organizers re
ported that more than 7,000 US visitors at
tended this year's fair, showing an increase of 
almost 3,000 over 1981. The total number 
of Hanover Fair '82 professional visitors dur
ing the exhibition week of April 21-28 ex
ceeded 600,000, from 118 countries. 

Part of the increase in American exhibitors 
and visitors is directly attributable to a DOC
organized U.S. pavilion for office and data 
technology in what is called the CeBit section 
of the fair. This was the first year the DOC had 
sponsored a trade pavilion at the Hanover 
fair, making exhibition and participation sim
pler for companies new to the export market. 
Washington-based DOC officials said the CeBit 
pavilion was selected because the American 
computer industry is dominant and highly 
marketable, and because industry interest was 
very strong. Another DOC pavilion promoting 
US computer firms will be sponsored at the 
Data Kontor '82 Fair in Stockholm, Sweden, 
Sept. 30 to Oct. 6, 1982. 

Such Government-sponsored events pro
vide pre-show promotional services, prear
ranged exhibit space (often at discount rates) 
and design, and exhibit transportation, set-up, 
and maintenance services. 

for US products and services, financing aid to 
exporters, tax advantages of exporting and 
export licensing, and foreign import require
ments are among the marketing and informa
tion services offered. In addition, state devel
opment agencies periodically organize trade 
missions and shows abroad for state exporters 
to display state-produced goods and services 
to foreign customers. 

Outside the United States, DOC has orga
nized the Foreign Commercial Services (Fcs), 
with 124 locations in 65 countries conduct
ing promotion activities at their posts and 
managing other DOC promotional programs. 
The FC:S also analyzes industry section pros-

CeBit is one of the nine exqibition catego
ries at Hanover, which include other sections 
covering electrical engineering and electron
ics, energy, plant engineering, material ware
housing (CeMat), research and technology, 
factory equipment, and customer manufactur
ing. The CeBit category alone contains data 
processing, office communications, word pro
cessing, office printing and copying, micro
filming, and mail handling equipment. 

The DOC pavilion accommodated 56 Ameri
can high-technology electronics firms, includ
ing a predominant number of computer soft
ware and word processor manufacturers. In 
the whole Hanover Fair CeBit section of 
1,200 international exhibitors, 164 American 
companies were represented. FCS personnel 
from the Bonn office staffed the exhibit area 
and joined American representatives in sales 
negotiations. 

The pavilion space, which was rented on a 
first-come, first-served basis, was open only 
to those US companies whose product or ser
vice met CeBit section guidelines. Prime space 
at this year's fair was filled eight months in 
advance. DOC has announced it will sponsor 
another Pavilion at the Hanover Fair '83. 

Interested American companies can test 
their export potential through several other 
DOC-sponsored marketing services. The DOC 
produces catalog exhibitions, video-catalog 
presentations, and a new product information 
publication, Commercial News USA, which is 
printed in local languages and distributed bi
monthly to 240 US Foreign Service posts. 
"Expansion to the international trade market 
is the only way some US companies will sur
vive tightening domestic markets," a high
level DOC trade expert said recently. "Our goal 
is to assist them through what can be an 
intimidating experience." SUSAN SCHMIDT 

peers and trade trends, monitors international 
trade codes, and assists American companies 
with major foreign contracts. 

To further help American trade fair exhibi
tors and business visitors, the FCS operates its 
Agent-Distributor Service which recruits po
tential agents and distributors for businesses 
in advance of exhibitions. Through its Busi
ness Information Office service, the FC:S pro
vides credit reports on potential foreign dis
tributors and purchasers. FC:S officials are 
present at the major international trade fairs 
to coordinate US pavilions and to generate 
on-the-spot business contacts for American 
companies. E 
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Harvesting wheat. <D Ted Spiegel , Black Srar 
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US, EC air disagreement 

POUL DALSAGER EC Commissioner responsible for agriculture. 

For about the last year and a half, US spokesmen have been 
conducting a persistent campaign against the EC's Common 
Agricultural Policy (CAP). Administration officials have been 
laying the blame for the crisis in American farming on the EC, 
with its "subsidized" exports that are alleged to be competing 
unfairly with traditional US exports. It is regrettable that we 
have not been able to reach with our American friends a 
common analysis of the factors affecting world trade in agri
cultural products, on the basis of which constructive coopera
tion could be established. 

The fact is that all the industrialized nations "subsidize" 
their agriculture to a greater or lesser extent and in this respect 
there is very little difference between the United States and the 
Community. According to estimates by the Organization for 
Economic Cooperation and Development, total government 
expenditure on agriculture during the years 197 6 to 1978 
came to 3 9.2 percent of agricultural value added, on average, 
in the EC and its member states, as compared to 37.6 percent 
in the United States (this figure is based on the federal budget 
and does not take account of expenditure by the individual 
states). 

In 1980, income support expenditure came to 0.41 percent 
of agricultural gross national product in the Community, as 
opposed to 0.35 percent in the United States. US federal ex
penditure on agriculture and food assistance to needy citizens 

continued on page 20 
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~ver farm policies. 

JOHN R. BLOCK US Secretary of Agriculture. 

US agricultural trade policies are based on the belief that 
expanded and liberalized trade is the only way to assure the 
best use of the world's agricultural resources and to get food 
where it is needed in a world of increasing interdependence. 
Therefore, we are disturbed by what seems to be an increasing 
beggar-thy-neighbor approach to international agricultural 
trade. Import barriers are proliferating, the use of export subsi
dies and other trade-distorting devices is spreading-aggra
vated by global inflation, lagging economic growth, and energy 
problems. 

The situation has produced a lot of finger pointing between 
trading partners, and a good deal of the finger pointing has 
been between the United States and the European Community. 
This is not surprising; the United States and the Community 
are leading world agricultural traders-we are major agricul
tural export markets for each other and we compete vigor
ously against each other in the markets of other countries. At 
the same time, we share similar goals for our farmers-stabil
ity of income and a fair return on their investment of capital 
and labor. I believe the general objectives of our farm pro
grams also coincide: assured, dependable food supply achieved 
as efficiently as possible. 

Our trade differences stem from some of the policies and 
programs that we use to try to achieve these objectives, and 
these differences have been pointed up rather sharply in recent 

continued on page 1 8 

In the milk storage room . <D Schaffer Seawell, Black Star 
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contittucd from pagc l7

months. The United States understands the need of the Euro-
pean Community to have its Common Agricultural Policy
(c.et'). However, we are seriously concerned about the effects
of the current policy on international trade. Our problems are

these:
o First, the farm price support levels that were set high at the
inception of the c.AI'and which through the years have been

kept high enough to encourage a continual increase in produc-
rion in all member countries. There have been no limits on the
amount of production that would benefit from support. This
has resulted in huge surpluses which could not be consumed
domestically.
o Second, the (.AI'was implemented so as to completely insu-
late rhe Community market from the rest of the world. There
are no effective brakes on production, which is encouraged to
rise even when the world market is depressed. Any resulting
surpluses are moved onto the world market with export subsi-
dies, which puts the price-depressing burden of additional sup-
plies on the world market rather than the Community market.
The high domestic farmer prices are protected by variable

I'tultrt'tradt'betu,t't,n tbc (.rnnmunitt,ond the Llnitad .\tatcs t'rruld olst he a

troultlt'Jr(',1 itt tbc fall., ( l.rLrs,\lotr. Itl.rrk Sr.rr

levies, so there is no inducement for EC consumers to utilize
any of the surplus.

In short, our problems with the (.AP stem primarily from too
much protection encouraging too much production, which is

then exported through the use of the subsidies. Market condi-
tions are not permitted to influence either production or con-
sumption.

This policy has damaged US agricultural trade. It is true that
US farm exports to the Community have risen since the (.AI'

was established, but this has occurred because gains in US

export commodities not subject to the variable levy have morE
than offset the decline in products that are. US exports of
grain products to the Community have dropped in value from
$2.2 billion in 1975 to $1.7 billion in 1981, and the tonnage

l8 i l l{()t't lulr .{rrgust lgll-2.

7'ht' (lrutttt S/a/cs l-s tht' u'trld's lt'adinq u,ht',tt produccr. , ( lr.rrlr.n t)h.r.s

declined from 15.5 million to 10.5 million tons. In the same

period, exports of soybeans and some other commodities, no-
tably corn gluten feed, which are not subject to the variable
levy, have risen. Those two commodities now represent more
than half of all US agricultural exports to the Communiry-
and even their access is being threatened.

The irnpact of EC trade policies is becoming more serious
for US trade interest in the markets of other countries. The EC
has become a leading exporter of most major food products
by means of export subsidies. Some examples:

Motlt'rrri;tttiort drrd r(structur,tttttrt tl I'trntpcLtn d,qriL'ulturc htt,t kt'pt
pnxlttLlillTy g71111rirtu itt tbc u,ittt' st'tttv. (,rKcnntrh (,.rrrcrr. \\irotlrrr (.rrrrP rnt.



Thc United States drrcs not keep its horders completely open to cheese imports.
Shou'rt hcre is the Telamxtk Cheese Factory, an agricultural uxtp in Oregon
sittcc l9(/(r. O.lames A. Sugar, Black Star

r The EC became a ner expofter of grains last year, for the
first time in its history. It is now challenging Australia as the
third largest wheat expofter in the world.
. EC sugar exports have more than doubled in four years.
This has had a serious impact on world and US marker prices.
It is fair to say that the costly, restrictive sugar suppoft pror
gram that was passed by Congress last December and the
subsequent import quota program are the result of the price
depressing effect of EC sugar exporr subsidies.
r The Community has become the largest exporter of poultry
with 35 percent of world trade in broilers. Twenty years ago,
the EC was the world's largest importer of poultry meat.
o The Community also is the second largest expofter of beef
and veal. It is very close ro overtaking Australia, despite the

fact that its own per capita consumption is no greater than
that of the Soviet Union.

The United States does not fault the EC for reaching and
exceeding self-sufficiency in major agricultural commodities. If
EC consumers are content to pay far above world prices, this
is, after all, their own concern. Our concem is that the EC
continues a policy of all-out production, which it continues to
subsidize into export, disrupting trading patterns and challeng-
ing market shares of traditional exporters, including the United
States.

The General Agreement on Tariffs and Trade (cnrr) per-
mits subsidies on primary agricultural products-but not to
the detriment of other countries. Grain products in Australia,
Canada, Argentina, and the United States have been hun by
EC subsidies. Producers of beef in Australia and the United
States have shared the costs of the EC policy as have sugar
growers in many countries. What this means, in our view, is
that farmers, and in some cases taxpayers, in other countries
are paying part of the cosr ro maintain the income of farmers
in the European Community.

tVe think it is past time for the Community to take effective
steps to neutralize the trade effects of the cAp. We would like
to see the Community restrict production or store its excess
production, making export subsidies unnecessary. \(/e would
like to see the Community act to align its prices more closely
with world prices, competing on an equal basis to expand its
exports of farm commodities.

We recognize that no major nation is perfect in its trading
practices. If that were rhe case, there would be no need for
the GATT and its dispute setrlement mechanisms. The United
States does not keep its borders totally open to cheese, for
example, and that is of concern to rhe Communiry. The im-
port quotas dictated by the sugar legislation of 1,981 cause a

problem for several of our trading paftners, and we don't

The ()tmmunity is the secrmd largest exporter of heef and ueal. A French cattle
market is pictured bere. O Bruno Barbey, Magnum photos Inc.

guarantee permanent and unlimited access for beef. But at the
same time, we still maintain one of the largest agricultural
impon markets, and we want to work toward a world trading
climate in which the trend is toward less protecrion and less

distortion rather than more. American farmers can't compete
with Governments in international trade, but they are willing
and able to compete with farmers anywhere. We believe they
deserve that opportunity. (
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continued from page 15

in 1980 was $24.5 billion, as compared to $12.9 billion in the
EC budget, though if one adds e4penditure by member states
for social and structural purposes, total public erpenditure on
agriculture in the communiry came to $37.d billion. How-
ever, taking into account the much higher numbers of people
working on the land in the communiry than in the united
States (7-8 million as opposed to 3.3 million), us farmers
benefited from a much higher level of e4penditure per head
($7,330 as opposed to 94,780). No one would deny that there
are differences, grounded in the different economic and social
circumstances, between EC and us policies for agriculture.

In the EC a population of 270 million has to live off 100
million hectares (250 million acres) of agricultural land,
whereas in the united states 220 million people live off 430
million hectares (1.07 billion acres) of agricultural land. It is
obvious in these circumstances that one of the major concerns
of the cAp must be to ensure security of supply and stable
internal prices for all important foodstuffs. Hence the com-
munity's system of organized agricultural markets and guaran-
teed prices, accompanied by variable import levies and e4port
refunds. In this wab it has been possible to achieve a reason-
able stability of domestic price levels on the communiry mar-
ket in the interests of both producers and consumers, while at
the same time allowing the community to continue as a major
importer and e4porter of agricultural produce against a back-
ground of strongly fluctuating world market prices.

The Community remains by far the most imponant net
importer of foodstuffs and agricultural commodities in the
world. In 1980 the Communiry had a deficit on its agricultural
trade of $30 billion. The Communiry accounrs for 24 percent
of world imports of agricultural products and only l L percent
of world e4ports. In these circuinstances, it is not unreason-
able in purely economic terrns that domestic price levels for
agricultural produce are on the whole somewhat higher in the
EC than in the united states, which is by far the most impor-
tant net expofter of agricultural produce in the world. Higher
food prices in the communiry also reflect the inherited struc-
tural problems of European agriculture, with its much greater
number of small farmers. It should be remembered that the
cep in little more than rwenty years, has seen the most remark-
able transformation of European agriculture. The number of
people actively employed in the agricultural sector has
dropped from 17 million in 1960 to under 8 million (exclud-
ing Greece, which has a farm population of approximately 1

million), whereas the numbers employed in us agriculture
have remained almost stationary during that time. This demon-
strates conclusively that the cep has not served to protect
inefficient farmers, but has been an active force for promoting
structural change.

It is sometimes alleged or implied on the American side that
the EC's Common Agricultural Policy, as it has evolved, is
contrary to General Agreement on Tariffs and Trade (cerr)
trading rules. This is simply not true. r07hen the cep was ser up
at the beginning of the 1950s, the EC negotiated the introduc-
tion of variable impon levies in GATT, and gave appropriate
compensation to the other contracting parties whose interests
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IrrigatingUS farm land in Idaho. o David R. Frazier, Btack Srar

were affected, just as it did after Britain joined the communiry
in t973. our panners in the GATT have long accepted the
basic principles and mechanisms of the cer, including the
system of impon levies and expon refunds. American accep-
tance of the cAp was formally confirmed in 1979 at the end of
the Tokyo Round by the chief US negotiator. This explains
European concern at recent statements by us Agriculture sec-
retary John Block and other Administration officials which
seem to call into question that acceptance, particularly as re-
gards EC expon refunds, in spite of the fact that export subsi-
dies for primary products are oplicitly allowed under cATT.

\07hat has happened? It is true that under the influence of
economic growth food consumption in the Communiry in-
creased rapidly in the 1950s, 1960s, and early r970s. Since
the mid-1970s per capita consumption has stabilized while
population growth has slowed down, with the result that over-
all food consumption has been growing slowly. At the same
time, the modernization and restructuration of European agri-
culture, with the accompanying technological progress and im-
provements in productiviry, have continued unabated. Produc-
tion has continued to increase, particularly for those products
for which the natural conditions are favorable such as wheat
and barley, milk, meat, beet sugar, and wine. As a result, the
communiry has over the last few years become a ner exponer
of these products.

It is understandable that this should bother us farmers who
were accustomed to a dominating position on world markets,
though the EC is not the only or even the major competitor
that us farmers have to face on world markets. In addition to
traditional exponers, such as Canada and Australia, there are
for instance, Brazil and Argentina, which have put an end to
In the United States 220 million people haue 1.07 billion acres of agricultural land,



the American exclusivity of soybean e4pofts.
The Community, with its "subsidized" agricultural e4pofts,

is nevertheless being accused of not respecting GATT rules and
blamed for the curent difficulties of the U.S. farmers. These

accusations are in no way iustified. The variable export re-

funds, which are designed to bring domestic EC prices down
to the world level, are not used to obtain a more than equita-
ble share of world markets. This is in accordance with cATT
and with agreements reached after long and difficult negotia-
tions on the subsidies code in the Tokyo Round in 1979.

Taking into account the substantial increase in US agricul-
tural exports, the growth of EC agricultural exports has not
led to the Community increasing its share of world trade. For
example, Community expons of wheat (including wheat flour)
doubled between L969-70 and 1980-81 to 'l'4 million tons,
but world trade expanded even more rapidly with the result
that the EC share fell from 16.5 percent to 14.9 percent. Over
the same period, US exports more than doubled from 16.5
million tons to 41.9 fiillien sens-frgm 38.4 percent to 44.8
percent of the world market. The growth of EC exports can

have had no effect on world wheat prices, which are deter-
mined essentially' by the size of the US and Canadian harvests

on the one hand, and the import needs of countries such as

the Soviet Union and China on the other hand.
The biggest problem for US agriculture has in fact been the

drop in prices for coarse grains, soybeans, and cotton. In these

sectors, the Community is not a competitor, but a customer.
The EC is the world's biggest impofter of corn (9.9 million
tons in 1980), soybeans (11.8 million tons) and soya cakes (7.2

million tons). As a matter of fact the Community remains the
largest export market for US agriculture. In 1980, the EC had

270 million Europeans depend on only 250 million acres of farm land. o charlton photos

a trade deficit in food and agricultural products with the
United States of $7 billion, up from $6 billion in L979, and
the deficit continued to increase in 1981.

The claim that the EC's sugar policy is to blame for the US
Administration's decision to introduce a new support scheme
for sugar, with import fees and import quotas, is also hard to
understand. Sugar prices on world markets have always been
characterized by wide swings because of the residual nature of
the world market. Recently other sweeteners have strongly
affected the supply/demand equation. The problem on the US

market lies in the increasing consumption of com sweeteners
resulting in decreased consumption of sugar. Between 1971
and 1981. internal US sugar consumption declined from L0.5
million tons to 8.9 million tons in 1981.. The latter figure
represents one third of the "free" world market for sugar.

The controversy over corn gluten is another area where we
find it hard to understand the US position. Com gluten feed is

a by-product of the production not only of starch but also of
sweeteners and alcohol from corn, both of which have been
stimulated by the US authorities. Almost the entire US produc-
tion of corn gluten feed now finds a ready market in the EC as

a cereals substitute in animal feed. This is a result of the
discrepancy between the cost of corn gluten feed and other
cereals substitutes, which are imported duty free, and the rela-
tively higher internal prices for cereals in the EC.

'We are planning to gradually reduce the gap between EC
and US cereals prices, which should in time reduce the incen-
tive to import increased quantities of corn gluten feed. Mean-
while, the continuing growth in impons of cereals substitutes
into the Community results in lower EC imports of com, and
higher EC exports of cereals and poultry with negative conse-
quences for both the Community budget and US farm exports.
The Community has no intention of trying to cut back imports
of corn gluten feed, but I am convinced that measures to
stabilize imports at their present level, to be negotiated in
accordance with GATT rules, would be in the interests of both
the Community and United States, and we hope the United
States will agree to sit down and discuss the matter with us.

Agriculture is facing difficult similar problems in the Com-
munity and the United States. These include depressed world
markets for several major commodities, as well as inflation
and high interest rates which have been hurting farmers' in-
comes on both sides of the Atlantic. In the United States, in
addition, farmers suffer from high dollar exchange rates and
high interest rates. The Community has always been a substan-
tial exponer of agricultural products, but it has no desire to
increase its share of world markets by cutting prices, which is
as much against our interests as it is against those of our
competitors. Indeed, the Community has adjusted its domestic
policies for grains, sugar, and milk, since it has become a net
exporter of these commodities. 'What we cannot understand is

that after years of negotiations and cooperation in the cAfi
and elsewhere the European Communiry which remains the
biggest net importer of agricultural produce, should suddenly
be branded as the cause of market difficulties in the United
States and in the world. It is time to sit down together, to
consider the problems on their real merits, and to resume our
traditional cooperation, instead of indulging in pointless and

counter-productive confrontation. C
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what is"corn gIuten"?
And why is eaerynne sWing such terci,ble things about it?

FRANK WHITSITT

Views on the availability of a feed ingredient
known as corn gluten vary sharply depending
on which side of the Atlantic you're on.
"There's never enough of itr" says Bob
Hollister, a commodities trader in Kansas
City. EC officials, however, believe entirely
too much of the product has been coming
into their market.

Indeed, US exports of corn gluten to the
EC have climbed several fold since the mid-
'1,970s. From 37,000 tons in 1973, they
leaped to 700,000 tons in 1974. By 1979 US

exports to Europe had climbed to over 2 mil-
lion tons and in 1981 they reached 2.85 mil-
lion tons, with a value of over $500 million.
This may be small peanuts compared to over-
all US farm exports to the Community, but
the ramifications aren't. The corn gluten issue

is large enough to ignite concern as to where
the trend is leading and the eventual impact
on EC production of competing products.

The export boom for corn gluten can be
traced to its easy access to Europe. It enters
duty-free just like soybean meal, beet sugar
pulp, and other basic feed ingredients under

lowa cornfie,lds. O.;"ttn Running, Black Star

an agreement reached in the early 1950s
when such expofts were nowhere near the
size they are today. As a result, Europe's so-
phisticated feed compounders are able to in-
corporate corn gluten at relatively low cost
into their animal feeds, either as a direct feed
grain substitute or as a.protein supplement.

Corn gluten's increased availability for ex-
port stems from the fact it is a by-product, or
co-product, of the corn wet milling industry
in the United States. This multibillion-dollar
industry has enjoyed much growth in the last
L0 to 15 years, mainly from big American
corn crops and the rise of corn fructose as a
competitive sweetener. Plants run at capacity.

Until this sweetener spurt, corn gluten had
been mainly an excellent domestic purchase.

Domestic supplies have become very tight,
however, with the emphasis on exports to
Europe, where it's an even better buy mea-
sured against the EC-supported products it
competes with.

Europe is the most attractive market for
corn gluten because its variable levy and price
support system holds feed prices anificially

high, says Rob Johnson who manages public
affairs for Cargill, one of the major exporters
of corn gluten. Johnson sa;rs Europe's fears of
continued high growth of corn gluten imports
are exaggerated.

"The big growth has already occurred," he

said. "While corn gluten expofts to Europe
have had nearly a threefold increase from
"1,976 ro 1981-from one million tons to 2.9
million tons,.we foresee only about a 25 per-
cent increase to 3.5 million tons by 1985."
He said this is because the corn wet milling
industry is unlikely to grow as fast as it did in
the previous five years and because the switch
from mainly domestic use of corn gluten to
the export market has been pretty much com-
pleted in the last five years.

But projections of the U.S. corn wer milling
industry do indicate that there will be more
corn gluten to move into foreign markets. At
this point, that means Europe. Corn fruc-
tose's share of the sweetener market has been
rising at a rate of 2 to 3 percent a year. In
1981 it was put at 36 percent. It is expected
to supply between 45 and 50 percent of the



domestic market by 1990, according to the
Corn Refiners Association in '$Tashington,

D.C.
Corn gluten feed and corn gluten meal are

two of the four types of feed products pro-
duced in the corn wet milling process. Corn
gluten feed is a medium-protein (20 to 21,

percent), medium-energy ingredient composed
of the bran and fibrous portions of the kernel
in combination with the starch and protein
fractions not recovered in the primary separa-
tion process. It is widely used in complete
feeds or concentrates for dairy and beef cat-
tle, poultry swine, and as a carrier for added
micronutrients.

Com gluten meal is a high-protein (50 per-
cent), high-energy ingredient consisting of in-
soluble protein (gluten) separated in the corn
wet milling process in combination with mini-
mal quantities of starch and fibrous fractions
not recovered in the primary separation pro-
cess. Corn gluten meal is a valuable source of
methione to complement other commonly
used protein sources. Its high xanthophyll
content makes corn gluten meal particularly
valuable as an efficient pigmenting ingredient
in poultry feeds.

Kyd Brenner of the Com Refiners Associa-
tion acknowledges that the industry has bene-
fitted directly from free access to European
markets for its gluten feed and meal and has

an important stake in maintenance of those
markets. "lt meant $435 million in trade to
the United States last year," he said.

American farmers, he added, have a stake
in the gluten dispute as well as the industry.
He cites a 1.981 study by the congressional
research service of the Library of Congress
that contends the loss of corn gluten expofts
would have cost farmers $100 million in

1981 and $300 million in 1983.
The price of corn gluten in the United

States ranged from $105 to $120 a ton in
early June. "lt wouldn't take too much of an
increase to put us out of the European mar-
ket," Brenner said of the possibility that corn
gluten could come under quotas or duties.

Compared to the size of the US corn crop,
the wet milling industry is not big. rU7ith the
8.3 billion bushel crop of 1981, it took
about 500 million bushels, or just 5 percent
of the harvest. It generally absorbs between 5
and 7 percent of the crop. "That's only a

small part of the corn crop," Cargill's John-
son agrees, "but anything that starts crimping
growth pinches the demand base and trans-
lates into lower commodity prices for Ameri-
can farmers."

About a dozen firms control the industry in
the United States, headed by Corn Products
Company (clc), A. E. Staley, Archer-Daniels-
Midland (nov), Cargill, American Maize,
Penick and Ford, Clinton Corn, and
Hubbinger. "Everyone has expandedr" Bren-
ner said, "because of the growing demand for
sweeteners." This puts pressure on the indus-
try to find markets for secondary products
like gluten. Europe up to now has filled the
need, but the EC is showing signs of growing
unease over how much gluten might be
shipped to it.

"All of the hubbub over the push for gaso-
hol during the Carter administration scared
the dickens out of them (EC)," Brenner
added. "They were talking about gluten im-
ports reaching 10 million tons with the impe-
tus of a US subsidy to the alcohol industry."

The push for gasohol has subsided, but
talk of it stimulated thoughts in the EC of
putting duties or quotas on corn gluten. Alco-

hol used to produce gasohol (90 percent gas-

oline and 10 percent alcohol) is produced
conventionally through the distilling process

where the entire kernel is fermented.
ln the iast year or so such EC concern

about gasohol's impact on corn gluten im-
ports has faded. But at the same time concern
over the cost of EC's Common Agricultural
Policy has risen. Such costs keep going up
and the recent decision to increase farm sup-
ports in the Community by 10.7 percenr
could add to the pressure to do something
about corn gluten.

"The EC says they are being forced into
subsidizing exports because so-called grain
substitutes (like corn gluten) are displacing use
of their own grains in the Community," John-
son contends. "The evidence doesn't bear it
out. Their high supports and variable levies at
the same time have reduced the amount of
grain they import. Corn imports from the
United States, for example, are down 5.4 mil-
lion tons from 1974 to 1981. That's almost
three times the increase in corn gluren im-
ports."

While corn gluten exports accounr for only
a fraction of the total US-EC trade, the rami-
fications could be great on both sides of the
Atlantic. The rich soybean market in Europe
could be endangered, US officials fear, if they
agree to negotiate on corn gluten. As of now,
soybeans and soy products also enter Europe
duty-free but that could change, Washington
reasons. Moreover, should corn gluten sud-
denly become dependent on rhe domestic
market alone, the additional supplies not only
would depress the corn wet milling industry
but disrupt the soybean industry as well. C

Frank W hitsitt is the editor of Farmland News.
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January 11, 1982 marked a new phase in US
EC trade relations: seven major US steel pro
ducers lodged a total of 132 complaints with 
the US. International Trade Commission and 
the Department of Commerce. Eleven coun
tries, among them Belgium, France, Italy, 
Luxembourg, the Netherlands, the United 
Kingdom and West Germany were alleged to 
be exporting steel products to the United 
States that were being subsidized by their re
spective Governments and/ or were being sold 
in the United States at prices below their fair 
value. The immediate consequence of this ac
tion was the suspension of the trigger price 
mechanism for the second time in two years. 

Subsequently, the International Trade 
Commission issued a preliminary ruling that a 
significant part of the imports caused material 
injury to the domestic industry. On June 11, 
the Department of Commerce followed with 
a preliminary finding according to which 
countervailable subsidies had been granted · to 

companies in Italy (18 percent), France (20 
percent to 30 percent) and in the United . 
Kingdom (40 percent). One Belgian company 
is affected to the tune of a countervailing 
duty of 20 percent; others to a lesser extent. 
Companies in Germany and the Netherlands 
were generally found to be either unsub
sidized or subsidized to a negligible extent. 
Importers will be required to post bonds at 
customs warehouses in the amount of their 
alleged subsidization. These new trade restric
tions, on a scale unheard of in the last de
cades, come at a time of hard social and eco
nomic adjustment and high unemployment in 
the EC and in the world. 

The EC has already reacted rigorously, ar
guing that the US decision will virtually elimi
nate a substantial part of its steel exports to 
the United States, in conformity with US in
ternational obligations under the General 
Agreement on Tariffs and Trade (GATT), and 
that it will undermine efforts towards restruc
turing in the EC. 

Is the United States exploiting its policy ad
vantage of being a steel importer instead of 
an exporter by resorting to artificial import 
limitations, or is the EC exporting its unem-
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ployment io the United States by using unfair 
trade practices, as claimed by the tJS steel 
sector? 

Long-term trends in the US steel market 

Rising US imports and the US industry's out
cry against them appear less dramatic if 
viewed in a broader time perspective. The riet 
steel trade balance of the United States had 
changed from positive to negative as early . as 
19 59. US imports have continued to rise sirice 
then: very rapidly in the 1960s, reaching a 
maximum import penetration rate of nearly 

· 17 percent in i 968; then slowing down in the 
1970s to reach an average Import share ot 
over 15 percent of domestic consumption, 
with a high of over 18 percent, or 21.1 m!l
lion net tons, in 1978. Total imports in 1981 
amounted to 19.1 percent of domestic con
sumption, or 19.9 million tons. 

Most of the US industry's actions arid an
ger, are directed at the European share of the 
imports. However, imports from the EC, 
taken as a percentage of total us imports, 
have been declining steadily-from 71 per
cent in 1959 to an average of 51 percent in 
~he 1960s (to the benefit of the Japanese pro
ducers) and to 37 percent in the 1970s (to the 
benefit of new exporting countries such as 
Cah;1da, Brazil, Korea, or Taiwan). The 33 
percent EC share of total imports . in 1981, 
whiie up from a very low ~5 percent in 1980, 
is thus far from being inconsistent with past 
practices or trends. 

Many factors having to do with the com
petitiveness or business strategy of the US 
steel industry itself have contribut~d to this 
general trend of rising US imports. The explo
sive growth of imports in the 1960s was ini
tially the consequence of labor union action. 
Higher steel imports were triggered off by a 
119-day strike called in 1959 by the United 
Steel Workers. In the following decade im
ports leaped up every three years when the 
new labor contract came up for renegotia
tion. 

Furthermore, the US steel industry has con
sistently chosen not to compete with imports 
on a price basis, but to trade off volume for 
profits, thereby allowing . bigger inroads for 
foreigri steel. The United State's advantage in 
productivity has lessened. The failure to 
adopt new, innovative technology and mod
ernized installations has led to inferior perfor
mance as measured by such indicators as en
ergy efficiency, introduction of continuous 
casters, or oUtput by modern melting pro
cesses. Since 1960, only one new integrated 
plant has been constructed in the United 
States. 

Other reasoris for the decline in competi
tiveness include the fading out of a raw ma
terials cbst advantage, and the skyrocketing of 
wages and fringe benefits for American steel 
workers. Total pay, 29 percent above the av-

erage for all manufacturing workers in 1968, 
rose to 7 5 percent above that average iri 
1980, compared to a European like figure of 
about 20 percent. If we add to this picture a 
drop in international tr~nsportation costs ~nd 
a shortage of American capaCity in the pipe 
and tubing sector, we have hit upon some of 
the basic reasons for the steady rise of total 
imports. 

Protection of US steel market; nothing new 

Actually, the recent filings of antidumping 
and countervailing duty complaints are in line 
with methods and goals used in the past by 
the US steel industry. Already over a decade 
ago, Japanese and European producers were 
forced into a "voluntary restriction agree
ments" (vRA) to limit exports to the United 
States. The first agreement, for the years from 
1969 to 1971, was meant to provide a three
year breathing space for the industry to regain 
its · competitiveness. The VRA's were extended 
and intensified for another three years, from 
1972 until 1974. 

In 1977, we saw a ritual similar to that of 
the 1968-69 political process: higher imports 
resulted in a very intensive lobbying campaign 
by the industry supported by the labor 
unions; the creation of a steel caucus in Con
gress; and the foundation of a coalition, 
(which the preseiu International Trade Com
missioner Eugene Frank then served as a con
sultant) of communities affected by the steel 
crisis. The steel industry was thus armed with 
a tremendous political clout and put great 
pressure on the Carter Administration to take 
steps against imports. Domestic producers led 
by US Steel, meanwhile, had filed a whole 
range of antidumping complaints, first aimed 
at Japanese exporters, but later also at Euro
pean producers. If these complaints had been 
carried through, they coUld have caused EC 
retaliation, at a time when the multilateral 
trade negotiations were entering a crucial 
phase and some order in international trade 
was necessary to conclude successfully the 
Tokyo Round. 

The Carter Administration came up with a 
compromise in the Solomon plan. Measures 
to assist the distressed steel industry were an
nounced, including loan guarantees, tax in
centives for modernization, "rationalization" 
of environmental polities, . and community 
and labor assistance. But the most important 
aspect was the trigger price mechanism (TPM). 

The trigger prices were calculated on the 
basis of production and exporting costs of the 
most efficient foreign competitors, assumed 
to be those of Japan. Presented as an import
monitoring system intended to "expedite re
lief from unfair import competition, but to 
do so in a manner which would not preclude 
competition in the US market," the actual 
purpose of the TPM was to obt_ain a high im
port-price level coupled with lower volume. 

For imports below th_e trigger price, a fast 
track antidumping investigation would auto
matically be initiated. For Europe and Japan, 
the system was acceptable in view of less de
sirable alternatives; fot the US industry, the 
protection by TPM (plus the rest of the Solo
mon package) in exchange for a withdrawal 
of the dumping suits and a promise not to file 
new petitions was hardly a bad deal. 

Initially, the TPM accomplished its political 
purpose by appeasing protectionistic pressure 
at home and foregoing retaliatory action 
abroad. Then in March, 1980, US Steel again 
filed antidumping suits against major EC ex
porters, leading to the immediate suspension 

EC Industrial Commissioner Etienne Davignon. 
<D Nemo Niemann, Washington, DC 

of the TPM by the Carter Administration. US 
Steel cited a halt of the upward trend of the 
trigger price due to the appreciation of the 
dollar against the yen and high imports in the 
fourth quarter of 1979, compared to the first 
quarter of the year. Confident that the Carter 
Administration would wish to avoid a con
frontation with the. European Community, US 
steel was also emboldened to seek more fa
vorable tax incentives and relaxed environ
mental regulations. Squeezed between the 
same political pressures abroad and at home 
that he had faced in 1977, but more vulner
able in the midst of a reelection campaign, 
Carter obtained a withdrawal of the anti
dumping suits by US Steel. But the price to be 
paid was high: an extended, more vigorous 
TPM, including an anti-surge provision and an 
important increase in the trigger price, plus a 
broad domestic program containing conces
sions from obligations under the Clean Air 
and Water Act and facilitating capital forma
tion or investment for revitalization. 

Exchange rate fluctuations 

Against this background, the filing of anti
dumping and countervailing duty complaints 
(mostly against EC producers), as well as the 
immediate suspension of the TPM by the US 
Government last January, is hardly surprising. 
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It is simply a repetition of the pattern: In 
1981 imports rose substantially over 1980, 
e~pecially toward the ertd of the year, and the 
effectiveness of the TPM was undermined by a 
strong dollar ag~inst European currencies. 
Thus, the action of the US steel industry was 
to be expected. As mentioned previously, the 
trigger prices reflected costs of the Japanese 
producers. From early 1980 to late 198~ the 
yen appreciated against the dollar, having an 
upward effect on the trigger prices. European 
currencies, hQwever, fell between 16 percent 
and 30 percent against the dollar, thereby 
greatly increasing the competitive strength of 
European exports in the US market and offer
ing opportunities for some EC producers to 
export profitably at below trigger price sales. 

While the industry's reaction to higher im
ports is thus nothing new, the search for an 
adequate solution will be more complicated 
than before: the Reagan Administration's le
verage over the steel industry to give up the 
pending suits is less than of its predecessor, 
given earlier concessions in taxation and envi
ronmental regulation, and given also more 
Republican resistance to giving financial or 
other assistance to a depressed industry. 

We can ask ourselves two basic questions: 
first, how legitimate are the American allega
tions, and, second, what would be the result 
of stronger US protectionism? The question 
of the legitimacy of the American anti
dumping and countervailing duty complaints 
is a major source of employment for Wash
ington lawyers today. The details and com
plexities of the suits vastly surpass the scope 
of this article. However, some comments on 
the legal environment and global validity of 
the claims can be made. 

Legal protectionism 

For an affirmative finding of dumping in the 
US market, two basic criteria have to be met: 
Imports musthave been sold at less than their 
fair value and they must have been the cause 
of material injury to domestic producers. Re
garding the first criterion, the Trade Act of 
197 4 fundamentally altered the rules for cal
culating fair value, as they existed in the 
United State's Antidumping Act of 1921. Un
der that act, a positive finding of export sales 
at less than fair value occurred when prices 
dropped below the home market price. The 
1974 Trade Act introduced a second test of 
dumping: If home market prices are below 
costs over an extended period, they will be 
ignored for the purpose of establishing dump
ing and substituted by a "constructed value", 
consisting of estimated production costs, and 
an 8 percent profit. 

This is not merely a technical change: In a 
sector like steel, characterized by high fixed 
costs and disturbingly high cyclical fluctua
tions, the fixed costs per unit produced 
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change over the business cycle, and are at a 
high when output is at a low. In such a sec
tor, it is an absolutely normal and legitimate 
business practice to sell below full cost in a 
recession. In fact, in recent years and at the 
present time, several of the large US steel pro
ducers have been selling below their full pro
duction costs (as indicated by their losses), let 
alone that they have been able to capture an 
8 percent profit. 

From a macroeconomic point of view, the 

1979 1980 1981 

assessment of dumping on the basis of con
structed value is unsatisfactory-in a reces
sion, prices would have to be raised, which is 
inconsistent with economic theory and not 
the way toward economic recovery. By not 
allowing the comparison of export .prices 
with home market prices in the determination 
of sales at less than fair value, a discrimina
tory element has been introduced in Ameri
can trade law itself. Enforcement of the same 
can be, economically, pure protectionism, in-



stead of the blocking of unfair trade practice. 
This phenomenon has been termed legal 

protectionism. The EC has recently adopted a 
similarly constructed cost provision as an 
amendment to its dumping code, thereby pos
ing the threat of identical injustice to us ex
ports. Use of this dumping code could be 
especially harmful to a nations export when 
its currency is overvalued, as is the case with 
the dollar today. 

A second function of the suits has been 
called procedural protectionism: during the 
investigation of the antidumping and counter
vailing duty suits, the final margin, and 
thereby the import price, is uncertain. This 
discourages American steel users from buying 
foreign steel. History has shown that exports 
to the U.S.-market are affected, regardless of 
the outcome of the suits. 

Another point of uncertainty is the discre
tion of the International Trade Commission 
in its decision on material injury: Is the de
pressed state of the steel industry to be 
blamed on EC imports, or is it the result of 
high wages, inadequate investment, expanding 
imports from other countries, insufficient ca
pacity in certain segments, or the sluggishness 
of the US economy, especially the automotive 
and construction industries? 

Oil country goods 

Yet another comment on the 1980-81 in
crease in total exports from the EC to tQe 
United States has to be made. While this is 
not the place to go into detail on the fluctua
tions of the various segments of the steel mar
ket, a split of total imports into tubes and 
pipes and other imports shows. a different side 
of the import increase issue. Tubes and pipes, 
the so-called "oil country goods," account 
for a large part of the total increase of Euro
pean exports; US capacity has been insuffi
cient to satisfy domestic demand in this mar
ket segment. 

So the overall picture is not as gloomy as 
American producers suggest. However, the 
high volatility of EC exports, which peaked in 
the last months of 1981, is a major-and 
understandable-source of concern for the 
US industry. In my opinion, this volatility is 
due less to the results of dumping, than to a 
reaction by EC producers to (1) the arrival of 
imported steel ordered during the strong US 
market in the first half of the year, (2) ex
change rate fluctuations, and (3) an absolute 
shortage in the US market of tubular goods. 

Subsidies 

Earlier postponement of preliminary deter
minations by the Department of Commerce 
as to the existence of subsidization of imports 
reveals how extraordinarily complicated the 
issue of countervailing duties is. Competitive
ness, type and level of Government involve
ment and financial assistance vary widely 

from country to country and from enterprise 
to enterprise: Only careful examination on a 
case-by-case basis can reveal the amount and 
nature of the subsidies. Therefore, I will limit 
myself to a few global remarks. 

What does and what does not constitute a 
subsidy? Contrary to popular belief, if certain 
subsidies are equally available to all industries 
in a particular country, it is not a subsidy in 
economic terms. Furthermore, in a mixed 
economy, Government assistance has some
times been given to comply with costly Gov
ernment-imposed requirements. Can that be 
considered a subsidy? Or if the industry. is 
state-owned, what are equity contributions 
and what is financial aid? and what about 
restructuring measures aimed at reducing pro
duction capacity? 

Equally, or what about different types of 
rehabilitation assistance to ease the burden of 
adjustment and alleviate social and economic 

distress in strongly hit areas? Is the aid distrib
uted in these areas, meant as a temporary 
measure to spread the high and concentrated 
costs of adjustment over the society as a 
whole, not a positive element of the Western 
welfare state? It is doubtful that many of 
these and other subsidies will have any impact 
on EC exports to the United States. 

Conflicting interpretations of the counter
vailing duties statutes do not make it easier. 
Conceptional complexities have been abused 
by the US steel industry in overstating its 
cause. I do not mean to say that imposition 
of countervailing duties must be ruled out in 

any case: when there is clear evidence of arti
ficial and substantial boosting of ex:J)orts, re
strictions could be imposed. However, the 
fatt that subsidies abroad are ilt least partly 
offset by subsidies at home should make the 
Administration extremely careful: tax breaks, 
stretchouts of environmental legislations com
pliance, government loans or worker assis
tance are all examples of US-Government 
support. 

American producers claim that the effect of 
subsidization of the EC steel industry has 
been the exporting of unemployment to the 
United States. However, total employment in 
the EC steel sector dropped from 699,000 in 
1978 to 551,000 in 1981 even more sharply 
than in the U.S. 

Restructuring the US steel industry 

The official position of the US sted industry 
in the steel trade debate is that they are com-

petitive in their own market, in favor of free 
trade, but against unfair trade. In fact, for the 
past 15 years, the real issue in the US steel 
market-as for the last six years in Europe
has not been one of fair or unfair trade, but 
one of adjustment, be it market-forced or 
Government-assisted, as against protection
ism. Preference for free markets may be eco
nomically justifiable, but in democratic soci
eties in which economic policies are the out
come of political pressures and compromise, 
it is hardly realistic t > think that sectoral ad
justment problems can be solved by the mar
ket mechanism alone. This is also true for the 
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United States: IUe need only consider the
vRA's, the TIM's, and, even more significantly,
today's unofficial Japanese voluntary restric-

tion to limit shipment to the United States to
about six million tons a year (while being
highly competitive and in possession of a

huge surplus capacity).

The combination of politically enforced
protectionism on the one hand, and ideologi-
cally inspired Government refusal to interfere
in the domestic market place on the other
hand, leads to continuing protectionism. The
point is that protectionism, requested by and

provided to the troubled steel sector, is given

on the assumption that the steel sector itself
needs financial stimuli to regain its competi-
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tiveness. It is not provided so that the funds
derived can be spent elsewhere.

Consider the case of the US Steel Corpora-
tion. The company claimed that a greater

cash flow was absolutely necessary in order
to modernize its facilities. Yet, as the subse-

quent $5.5 billion take-over of Marathon Oil
Company (of which $2.5 billion was paid in
cash) made clear, the issue was not that US

Steel didn't have the funds to modernize its
aging steel plants. It was rather that the com-
pany did not consid er steel an attractive in-
vestment choice.

Diversification out of steel into more
promising sectors can be, from a corporate

view-point, a completely correct and intelli-

gent decision. But the US industry cannot
have it both ways by reaping the advantages

of protectiohism without any real commit-
ment to the Government to restructure its
industry thereby perpetuating the need for
protection. Because industrial policy is a sus-

pect concept in American political thinking,
the industrial policy that emerges de facto in
response to serious industrial disturbances, as

in the automobile sector or steel industry is

ad hoc, non-conditional assistance, most of-
ten protection to failing industries. The costs

of this policy are high: Domestic restructuring
is not enforced, the burden of adjustment is

passed onto steel consuming sectors and the
need for future trade intervention is perpetu-
ated.

The need for cooperation

Relying on American trade law, to the exclu-
sion of intemational law, to settle the steel

dispute is a dangerous course, In the culTent
interpretation of the trade laws, foreign pro-
ducers are discriminated alairist. They are

also a tooi too rigid to deal with a shrinking

steel sector in the political-economic environ-

ment of the 1'980s. A refusal to acknowledge
ihese facts runs the risk of having highly ad-

Verse effec$ on the Atlantic pannership, ef-

fects which may exceed the relatively narrow
interests of the steel sector.

In the EC, more than 20 million people are

out of work, and more havoc seems to lie
ahead. Protectionistic sentiment in the EC is
fueled by today's recession. The same applies

to the United States where '"reciprocity" legis-

lation, a fundamental departure from the

multilateral character of the cATT, has been

introduced in Congress. Ai with the unfair
trade concept, reciprociry sounds legitimate,

but in reality it could turn out to be a dis-

guised form of protectionism. The reciprocity
legislation is essentially aimed ai reducing the

trade deficit with Japan. At a time when the

US trade surplus with the EC is $10.8 billion,
the same thing could happen as with the

dumping code: it would be difficult for Eu-

rope to resist the temptation to follow the

United States in adopting similar legislation in
this case aimed at reducing the trade deficit
with both the United States and Japan.

All these developments, if not handled
carefully, could well result in the collapse of
the existing world trade order. Viewed in this

broader perspective, an acceptable solution to
the steel dispute would be helpful, if not nec-

essary in preventing any further heightening

of iensions between the EC and the United
States. This is particularly important because

steel is one of Europe's main export products

to the United States. C

Hans uan der Ven is the Paul.Heni Spaak Fellow

at Haruard Uniuersity.
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EC INSTITUTiONS 

aureeinu to disauree 
H. PETER DREYER 

Was it a breakthrough for European integra
tion? Had the European Community managed 
to rid itself of the shackles which had ham
pered its progress on so many fronts through
out so many years? In other words, had the 
so-called Luxembourg Compromise suddenly 
failen by the wayside? (This is an agreement 
reached in 1966, when majority voting in the 
Council of Ministers was scheduled, under 
the EC treaty, to begin. The substan~e of the 
compromise was that unanimity would con
tinue to be required where any member state 
felt its "vital interests" were likely to be af
fected.) 

Last May 18 the Council of EC Agriculture 
Ministers, by a m~jority vote and with the 
Uhited Kingdom, Denmark, and Greece ab
staining, adopted the farm price increases for 
the 1982-83 crop year. Basic agreement on 
those increases already had been reached by 
all EC member countries previously, but the 
United kingdom had blocked, and was intent 
on continuing to block the ultimate decision 
pending a settlement of its budget refund 
claims. 

The situation evolving when-unexpect
edly for most-Agricultural Ministers chose 
to override Britain's veto was of course made 
more complicated by the uncertainty about 
how London would react. Would, for in
stance, the "iron Lady" opt for following the 
1965 example of General Charles de Gaulle 
and suspend the United Kingdom's participa
tion in all EC affairs until further notice? Had 
the veto right perhaps . been cast aside (if it 
had) at the cost of landing the EC in one of 
its deepest crises? Was it a case maybe of 
"operation successful; patient dead"? 

In the event, such fears have proved un
founded. Dismay and anger notwithstanding 
to the contrary, Prime Minister Margaret 
Thatcher came out against any kind of "puni
tive action." Moreover, a few days later, the 
budget controversy ~s settled, albeit if only 
for the current year, thereby removing the 
substance of British objections to the farm 
price increases. 

Partly on that account, and partly also be
cause so many other more burning issues
the Falkland hostilities, the Versailles summit, 
a new war in the Middle East, to name only a 
few-have moved to the fore since, the initial 
fierce debate about the demise or survival of 

the Luxembourg Compromise has subsided 
somewhat. But most assuredly the problem 
has riot gorie away. 

When determining whether or not this 
compromise was indeed comptomised by the 
May 18 majority vote, it might be useful to 
play down the first-irate, bitter, or, for that 
matter, defensive-reactions of the dramatis 
personnae. They prove little more than that 
ministers also are human beings apt to give 
free rein to their feelings at times. If in the 
first flush of excitement, for instance, United 
Kingdom Agriculture Minister Peter Walker 
insisted that "never again may Germany, 
France, and Italy hide behind the Luxem
bourg Compromise", that approach was ef
fectively canceled out by that· taken a few 
days lat~r by Francis Pym, UK .Foreign Secre
tary. Speaking in the House of Commons and 
describing the agriculture vote as "an example 
of the Community workirig at its worst", the 
l~tter declared thai: it was his Government's 
objective now to ensure that nothing like this 
happened again. 

Similarly, not too much weight probably 
shouid be given to the efforts right after the 
voting of other Agriculturai Ministers, nota
blx those from France and the Federal Re
public of Germany, to describe their action as 
a special one arising from sp~ci~l circum
stances; and thus in no way impinging on the 
Luxembourg Compromise. h is not too diffi
cult to imagine others making the same plea 
should a comparable or maybe even not quite 
comparable situation arise. 

Rather more to the point, is it a legal issue 
which is. involved or a political one? By estab
lishing that no country should be "voted 
down" by a majority of the others in any 
matter which it considers to be of vital inter
est to itself, the January 1966 Luxembourg 
Compromise was effectively nothing but an 
agreement to disagree. As such, the EC law
yers now say, it has no binding leg,al power at 
all: Juridically, it does not; it co.uld not invali
date the rules laid down in the Rome Treaty 
establishing the EC. 

Maybe it couid not, but that had also been 
the situation before the May 18 vote. Have 
things changed thanks to the successful chal
lenge represented by that vote? EC integra
tionists, so often frustrated in the past and 
now deriving great comfort from this chal-

lrnge, will say that they have. Commission 
President Gaston Thorn has spoken of a new 
beginning. 

But with his expert knowledge of Commu
nity affairs; he has also gone on record that 
there can be no question of an automatic 
majority vote ptocedure in the EC decision 
making process. He has warned against the 
possibility of the essential .interests of certairi 
countries-he was thinking more particularly 
of the little countries-being flattened by an 
automatic vote. 

Actually, in what must obviously be a 
highly speculative . field, it is permissible to go 
somewhat beyond this. To begin with, and as 
implicit also in Thorn's approach, the impact 
of the Luxembourg Compromise is bourid to 
remain, as it has been to date, political mote 
than legal. Secondly, even if not altogether in 
the sense conveyed by French, German, and 
other ministers in the wake of the vote over
riding the British veto was indeed sorr:ething 
special. 

Thirdly, and going from the particular to 
the general, there is no sign at this moment 
that any of those member countries which in 
the distant or more recent past have relied 
on, or specifically welcomed, the Luxem
bourg Compromise, has had a change of 
mind on that score. In very broad terms, and 
regrettable as this may appear to some, the 
trend has been rather in the opposite direc
tion. During the EC's early years the concept 
of supranationality, of which majority deci
sions are a reflection, beckoned to many as a 
desirable objective. Since then the emphasis, 
if judged by actions though not necessarily by 
high sounding declarations, has consistently 
been on strengthening the sovereign powers 
of national Governments. 

Few Governments in fact would view with 
equanimity the possibility that the Luxem
bourg Compromise might have disappeared, 
and this state of affairs is probably sufficient 
to keep it alive. Some Governments, such as 
the British, Danish, and Greek (all newcom
ers), will make no bones about this. If others, 
like the German and the French, prefer to be 
a little more reticent, it would be a grave 
error to assume that they think differently. 

Does all this mean that the May 18 major
ity vote will be remembered only as an "inci
dent," but leave no trace on EC develop
ments otherwise? Not necessarily so. There 
remains at least the possibility that the mem
ory of the occasion will serve as a reminder 
of what might happen in extremis. Just so, it 
may also spur member countries to greater 
efforts to reach all around agreement on 
controversial matters, but it would presum
ably be wi.shful thinking to expect inuch 
more than that. E 
H. Peter Dreyer is the European news editor of the 
Journal of Commerce. 
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SUMMITRY 

Mr. Thorn Goes to 
EC participates in economic summit. 
MICHAEL LAKE 

There is little doubt after the summit of Versailles that these 
affairs are worthwhile. The long preparation, by now institu
tionalized as part of the pattern of Western economic and 
political relations, is valuable in itself. It serves to focus atten
tion on a few select issues of common interest or contention 
and the summit then imposes a time frame for dealing with 
them. 

The meeting of the seven heads of State and Government 
and the representatives of the European Community at Ver
sailles on June 4, 5, and 6 was more fruitful than some in the 
past. It achieved two compromise approaches to common 
problems and agreement on a third. One area, trade, remains 
difficult, not to say perilous, although the leaders repeated 
their commitment to resist protectionist pressures. 

The first area of compromise is in economic and monetary 
cooperation. The problems facing the West are well known: 
we have disturbing and disparate rates of inflation; high and 
mostly increasing unemployment; and slow, low growth. 
While this summit did not result in an attack on high US 
interest rates, the joint communique acknowledged that inter
est rates are now "unacceptably high". 

More important, however, is the agreement to intensify eco
nomic and monetary cooperation and to work toward a con
structive and orderly evolution of the international monetary 
system. What lies behind this is disagreement between the 
United States and its European allies over the question. of 
intervention on the exchanges. The United States has ceased to 
intervene on the exchanges, except in exceptional circum
stances, since April 1981. The Europeans believe that Ameri
can reliance on purely market forces to affect the rate of the 
dollar allows disequilibrium on the exchanges, affecting invest
ment and trade patterns. 

Under the compromise of Versailles the Americans will take 
part in a joint study of the impact of intervention on the 
exchanges. The Reagan Administration has already carried out 
its own study and concluded past intervention policy was not 
effective, was costly, and even contributed to disturban~es on 
the money markets. The new multilateral study will take a 
year and thus ease pressure on the Americans. US Treasury 
Secretary Donald Regan insists, however, that he has ail open 
mind on the new study. 

The summit also agreed to a multilateral form of surveil
lance of the markets through the International Monetary Furtd 
(IMF) and the five special drawing rights (SDR) currencies_.:._the 
dollar, yen, pound, Deutschmark and French franc. This group 
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may be shrunk or expanded from time to time. IMF surveil
lance has hitherto been bilateral with one other currency. The 
new arrangement provides a multilateral forum to argue 
whether or not conditions on the exchanges have become 
disorderly, or in the French translation, erratic. 

The Americans insist they are ready to intervene when mar
kets conditions are disorderly, as provided for in Article IV of 
the IMF Articles of Agreement; but views differ on what con
stitutes "disorderly". The test of this compromise remains for 
the future. The Community members of the European Mone
tary System regard the summit undertakings as complementary 
to their own. 

The second compromise reached at the summit stems from 
American pressure on the Europeans to restrict credits to the 
Soviet bloc following the clampdown in Poland, Western 
credits toward construction of the Soviet gas pipeline to Eu
rope, and the US Administration's convict!on that cheap West
em credits are being used to enhance Soviet industrial and 
military technology and power. President Reagan's concern to 
restrict credits led, in fact, to a deal being done-agreement 
on credits in return for agreement to work toward the launch
ing of global negotiations on ~ range of North-South issues 
which the EC has been anxious to start. 

Three days before the summit it becaine clear in discussions 
between the American authorities and the EC Commission 
that President Reagan was more ready to see these negotia
tions launched than he had been at either the previous eco
nomic summit in Ottawa or at the subsequent North-South 
summit in Cancun, Mexico. Two years ago the Carter Admin
istration blocked the launching of these negotiations and at 
the last moment Britain and Geimany backed the United 
States in order not to leave the Americans isolated. This had 
the effect of splitting the EC at the United Nations. 

Several months ago the Group of 77 (G-77) developing coun
tries at the United Nations in New York tabled new proposals 
which, by and large, the EC accepted as a good basis for 
launching global negotiations. ·In the Versailles communique 
the Americans also accepted them as a good basis for discus
sion. It seems that .with several minor modifications to the G-

77 paper, the Americans would end their isolation and the EC, 
for its part, would stick with the Americans in future consulta
tions until the global negotiations are finally launched. This 
represents a breakthrough on the North-South issue and a 
desire by President Reagan to reduce issues of disagreement 
across the Atlantic. The United States used the Commission as 
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the channel to break the deadlock. But this agreement lay
under a reserve until the summit participants had agreed on
wording on the future provision of credits to the Soviet bloc,
when both issues were agreed. Thus the bargain was struck.

The compromise on credits to the Communists creates an-
other multilateral forum within the Organization for Eco-
nomic Cooperation and Development to carry out regular sur-
veillance on all aspects of the 'Western group's economic com-
mercial and financial relations with the bloc. So, with the IMF

surveillance group on currencies, the Versailles summit created
two new juries where the allies can "blow the whistle" if they
feel understandings at the summit are being ignored or flouted.

The leaders agreed that they should "limit" export credits
on the basis of "commercial prudence," a phrase which the
Americans believe bankers will understand, and which the
Finance Ministers of the \West will note pafticularly in guiding
the opinions and actions of their Governments. What all this
will mean to the Europeans in their trade with the Soviet bloc
is hard to fathom. One senior European Government spokes-
man remarked: "Well, it won't be business as usual, but there
is no need for our Govemment to change course".

The subject left simmering was trade. All parties professed

&
their continuing commitment to fight protecrionism, but for
the EC serious problems remain. First, the recent Japanese
measures ro open their market more to imports will not solve
the problem of their large expoft surpluses and difficult impon
markets. Japan currently imports only as much goods as Swit-
zerland. Secondly, American action against EC steel and agri-
cultural exports threatens to invite retaliation and even a dislo-
cation of the free trade system. Now, the US Administration's
decision to try to block sales of US equipment, manufactured
under license in Europe, for the Siberian gas pipeline is an
extra new threat to the system. The EC Council of Ministen
has declared this step as running both against the agreemenrs
reached at Versailles and against international law.

Sir Roy Denman, the EC Commissions Director-General for
External Affairs, told journalists in Versailles: "lf these prob-
lems are allowed to fester and escalate they could affect the
political relationship." The United States and the EC are each
other's biggest customers, with the United States running a
surplus of around $12-15 billion in 1981. Neither side, with
millions of fobs at stake, can afford to lapse into a trade war. €

Michael Lake is head of information at the EC Commission's ffice in New
York.
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IUIEMBER STATE REPORT

Denmark Holds EC Presidency
Major refl,ation effort seen during sin-month terrn.

LIEF BECK FALLESEN

Whatever political influence the Danes may derive from their
EC Presidency in the coming six months is certain to be fo-
cused on fighting unemployment, even at the expense of the
fight against inflation. The Danes firmly believe that the time
is ripe for concerted action, read reflation, and hope that the
French will help provide the necessary political leverage.

The Danish and French Socialist Parties share the conviction
that only a major public investment program will stimulate
private investment, and the economies in general, effectively in
the short terrn. A new Danish Government consisting of non-
Socialist panies basically would not disagree, though it might
perhaps stress private investment more. Few observers here
seriously believe that the Danes, even with a French connec-
tion, have any real chance of procuring a major shift in the
policies of the larger EC member countries. But the Danes will
try and apart from a traditional inclination toward Keynesian
policies and a strong aversion to monetarism, be it US- or
British-style, Denmark has respectable reasons to hope that
somebody will do something soon.

The Danish economS as in many other European countries,
is in real trouble. As the relatively largest net importer of
energy in the EC, Denmark has suffered harshly under the
impact of two oil crises in the 1970s. Full employment has

been replaced by one of the highest unemployment rates in
Western Europe, close to 300,000 jobless in a population of
just over 5 million. Years of balance-of-payments deficits have
accumulated a foreign debt of more than $12 billion, making
Denmark one of the larger debiton on the international capi-
tal markets (though this has not damaged Denmark's credit
worthiness).

The rapid growth of unemployment in the second half of
the 1970s explains most of the rise in the budget deficit, in
1982 expected to be a hefty 7.3 percent of gross 'national

product-almost five times as high as the 1.3 percent pro-
jected for the United States by the Organization for Economic
Cooperation and Development earlier this year. Interest rates
are about 22 percent for Government bonds, and the prime
rate hovers around 20 percent. Interest payments on the Gov-
ernment debt now equal the cost of unemployment benefits in
the budget. And foreign debt service is now equal to the
deficit on the balance of payments.

Officialln the Government has for the past five yean at-
tempted to curb growth in the public sector in an attempt to
channel resources to the private sector. But a series of new
toces and other measures to hold down consumption and limit

Copenhagen O Tom Nebbia, Woodfin Camp lnc.
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the deficit on the balance of payments has resulted in a loss of
jobs in the private sector, while employment in the public
sector has continued to grow.

At the realignment of the EC currencies in February the
Danes did not get the larger devaluation that they wanted, and
as Danish industrial wages are now again growing faster than
in competitor countries, it is possible that Danish industry will
loose markets. Some believe that if the French franc leaves the
European Monetary System later this year, the Danes will
follow suit. However, this is unlikely for several reasons: The
most important is perhaps that it will be next to impossible to
find any kind of political mafority in Denmark for the policies
required to make the devaluation a success. In advance of the
coming year's collective wage negotiations the Government is

trying to signal moderation in wage demands, threatening new
taxes if this advice is not heeded. But whether this will have

any real effect on the attitude of the dominant unions is still
an open question.

In retrospect, even Government economists tend to agree

that public expenditure was allowed to remain at too high a
level after the 7979 oil crises, providing even more difficult
problems to solve now. But at the time there was no political
majority for sterner measures and many leading politicians had

hoped for a short-lived crisis.
Despite these bleak remarks, Danish industry is still compet-

itive-it is just too small to solve the bigger problems of the
economy. It is also a positive fact that Danish economic poli-
cies have for the most pan been kept free of large-scale subsi-

dies. This has forced industry to adapt to the markets with
only a few heavy industries like shipbuilding and steel getting

Government suppoft on a par with other countries.

Some industrialists believe that if the right niches are found,
it will be possible to increase employment in Danish private
industry substantially, even in the face of the global trend
toward lower employment in manufacturing. Among these op-
timists is the owner of one of the fastest-growing Danish

electronics companies, Christian E Rovsing. He and colleagues

in the electronics industry believe that Denmark could become

a software plain, a Danish equivalent of California's silicon
valley. Danish educational standards are high, and the software
potential is internationally acknowledged. IBM has moved its

European program library from France to Denmark and others
may folloq even though the Government and some unions
find it difficult to react to the rapid development of the new
information technologies.

Generally speaking, however, the fact that the Danish
unions accept new technology with far fewer protests than
unions in most other European countries is an asset for Danish

industry. The Danish metalworkers union is the most positive
of all. Its chief economist, Steffen Moeller, says that Danish
industry must automate or die, and he continually expects

management to invest more in new technology. Machines only
create unemployment when they are not introduced fast
enough to maintain competitiveness and thus save the factory
he adds. Good labor relations are another positive facet of
Danish industry. The most recent collective agreements on
wages were concluded last year-without political intervention
for the first time in years-with moderate wage hikes and few
major strikes since. The problem, as mentioned, wages grow
even more slowly outside Denmark.

The problems of defining a cohesive and effective economic
policy reflect the fragmentation of Danish politics. The elec-

O Henri Canier-Bresson, Magnum Photos lnc.
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t()rJl \\ stenr is pr()porti()nrll, ancl at any time l0 or more
p.lrtir'\ .rrc rcpresentecl in thc F<llketing, the [)anish l)arliarrient.
'J'lrc \ocirrlist l).rrtr hris lost \'otcs throughout the 1 970s, bLrt

nrost hrrvc lre cn picked up b1, parties to the left and the
balrrn.e ben^,'ccn lcft and right as such l'ras not changecl n-ruch.

In thc 179-seat []olketing there is, technically speaking, a

non-Soci;rlist rrrajor-itr'. But this includes rhc our-of-favor anti-
tr\ p.rrtv of Nlogcns (ilistnrp, who led a strong political rebel-
lion-the most succcssfrrl, elcctorally, in F-urope-against the
wclfrire stete irn(l its high tax lcvel in thc early | 970s. The
dcclinc of the irnti-tirx part), has been mainly to the bencfit of
the ( onscrvrrtivcs rrncl (-enter [)emocrats, led by the charis-
n'rrtie e x-Socialisr [:rhar.f ecobscn.

'l'here has oftcn been talk of iorming a maiority govern-
nrent. consisting of thc Socielist l)arty and one or rnore of the
r'Lntcr' .rn.1 right-n'ing pirrties. A [rrief experinrent in the 1970s,
hrluercr. \\'irs not rl sllccess, and, barring rr nationrll ernergency
of e 1r1;l11ical or c'eonornic nirtrrrc, it is likcly that thc trend in
the l c)lJ0s in l)anish politics will be a continuation of the
lc)6os .rncl 19'0s: w'cak (irlve rnnrents living fitfully frorn corn-

l)l-()t ttt:r' t( ) r'( )lllPf()tttist'.
( onr1''r1lprise is rrlso;r srrlicnt featurc of l)anish L,(. policies.

'I ht'rt' rs .t trrt.litiott of ('()lr\('l)sus Jnlong thc lnirjor pertics on
l-( .tntl forcign polio' to rrrtxilnizc [)anish influencc. This
nrL'i'ur\ tlrat;rolieies to a \erv lrrrge extent hrrve been shapecl by
thc biggcst pilrt\', thc Sociel I)ernocrats, in office nr()st of the
rinre . Ihc F.( issLic rliviciccl the party bcforc thc refcrcndurn on
l)enish rnenrbershirr in 197). rrncl therc is still an influential

gr()up in thc prrrtlr ancl in other prlrtics in Parlienrcnr, insrsring
that [)enrrrerk has nlrclc only a lirrritec] transfcr ol pow'crs ro
the [:(. ancl, thus, thrrt thcrc is no opcn-endcd conrr.nirrnenr ro
(-ornrnunity acti<ln.

This corrcsponds to official policy especialll' as regarcis for-
cign policy, which [)anish (iovernment has strcssccl is thc prc-
rogative <lf national (iovernments. Other F.(. rrrcrnbers dif-
ferentiate bctween F.(- policies and foreign policl coordination
in thc F-uropeln p<llitical cooperation framcw'ork, [lut nor :-ls

rigiclly :-rs thc [)anes. The latest ex:rrnple is policy towarcl Ar-
gt:ntina. In thc first instance the [)anes acccprccl rhat rhcrc
should bc cornrnon s;-lnctions on the basis oi rhe L.(. rrclrr'
provisions on tradc, lrut when the senctions \^'crc extcnclecl in
tirne, the [)anes participated on the basis of netional lcgisla-
tion. Tcl nriury in thc F-(. this is considerecl legal fluff, but
there is a vcry polirical cxplanation to be for.rncl in [)anish
('( )r'r\cnsu\ poI itics.

-fhe 
[)aners generally try to lirnit sLrprranarional tcnclencies in

the F.C' cs1'rccially eny attempt to lirnit the right of vero con-
siclcrecl by rrrost L,(. countries to bc crnbodiecl in the so-callccl
[-rrxctnlrorrrg (.ornprornise of 1966. ]'his principlc of unrni-
rlrous \'oting in thc (.ouncil of Ministers w'hcncvcr a viral
rrraterial intcresr is involvecl playccl a pronrincnt role in rhe
p<llitical crrrrrpeign bcforc the Danish referendLrnr on F-(- rnern-
bership w,hcn it was strcssecl by thc pro-F-C plrties as a perper-
ruril safcgurrrcl nrechanisrn. €
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MEMBER STATE REPORT

Farm P0liH 0 lt0l [ill|i$l| [0l|c0nl
K.A. BUSTRUP

In the second half of 1982, Denmark will
chair the EC Council of Ministers. Serious

problems, perhaps even crises, will have to be

dealt with. One problem is increasing unem-
ployment in the Community, two other main
problems are the EC budget and the Com-
mon Agricultural Policy (cer,).

In many countries, Denmark is regarded as

an "agricultural country." However, as with
most other countries, Denmark has under-
gone a rapid change toward an industrial na-

tion. The part of the population directly con-
cerned with agricultural production amounts
to only 5 percent. Nevertheless, the role of
agriculture in the Danish economy and em-
ployment is important, as the agricultural sec-

tor as a whole accounts for 25 percent of
total jobs in the manufacturing industries.

Two-thirds of agricultural production are

exported. In 1981, the value of the exports
amounted to nearly $4 billion, resulting in a

net earning in foreign exchange of $3 billion,
or about $600 per citizen.

EC membership is very important for Dan-
ish agriculture and the country as a whole.
The cnp ensures a free market for agricultural
products, and two-thirds of the Danish agri-
cultural expofts are sold in other member
states, the United Kingdom, the Federal Re-

public of GermanS and ltaly being the most
important outlets.

Before Denmark's entry into the EC in
1973, Denmark had to pay levies when ex-
poning to the original six member countries.
Low prices in other markets meant that the
Danish Government had to pay grants to the
agricultural sector. Membership in the EC
and thus participation in the cRn guaranteed

Denmark an outlet for its agricultural produc-
tion at reasonable prices. To Danish agricul-
ture there is no alternative to EC member-
ship.

The Danish economy has been hit hard by
the oil price jumps in 1974 and 1980. The
balance of payments deficit has increased

considerablS and nearly 300,000 are out of
work or have taken early pensions. The pub-
lic sector has. been allowed to expand quick-
ly, which has meant growth in public expen-
diture, and the aggregate incomes in the econ-
omy have therefore increased faster than the
underlying production. A larger and larger
part of the Govemment budget deficit is ab-

sorbed through the sale of Government
bonds, and this presses the long-term inter-
est-the interest on mortgage bonds-to a

higher level.

Two-thirds of Danish agricuhural exports are sold in other member states. o Beny Crowell, Santa Barbara, Califomia
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Due to the heavy demand for capital, Dan
ish agriculture has been hit severely by high 
interest rates. In 1981, Danish agriculture 
paid more than $900 million in interest. High 
interest payments are the main reason for a 
considerable number of forced sales (4,000 
farms within the past 3 years) and a decrease 
in investment, which in 1981 amounted to 
only 30 percent of investments in 1978. 

Two main problems in the EC are the fu
ture of the CAP and the EC budget. The two 
problems are to some extent related. The CAP 

is based on four principles: a free market, EC 
preference, common prices, and common fi
nancing of the CAP. Since the CAP is the only 
common policy, the CAP naturally absorbs a 
major part of the EC budget. The costs of the 
CAP amount to about $11 billion. Many re
gard this figure as high, but in comparison 
with the costs of agricultural policies in other 
developed countries, it is neither higher nor 
lower. The costs amount to 0.4 percent of 
the gross national products in the EC and the 
United States or to $120 per citizen in the 
United States and $130 per citizen in the EC. 
Due to structural differences, there is a larger 
disparity in the cost per farmer, namely 
$7,400 in the United States and $4,800 in the 
EC. 

The future of the CAP will depend on the 
willingness to pay for it. Currently, payments 
to the EC are limited to 1 percent of the 
value-added tax, so new activities and initia
tives have to be financed by savings, first of 
all within the CAP. The EC Commission has 
therefore introduced measures which will not 
only weaken the CAP, but also to some extent 
undermine the principles of the CAP. The 
measures include farmers' co-responsibility, 
production targets, and a prudent price pol
icy. 

Danish agriculture fears that a weakening 
of the CAP will lead to a higher degree of 
national measures, which could break apart 
the whole CAP, and finds this the wrong way 
to go. The CAP as it was created is good, but 
the lack of other common policies makes it 
difficult for the CAP to function well. The 
only one possible solution is to increase the 
EC's own resources. This will make it possi
ble to establish new common policies and 
will be absolutely necessary if the accession 
of Portugal and Sp;:tin to the Community is to 
be successful. Transfer of large economic re
sources to these countries is necessary in or
der to help them achieve the same standard 
of living as in the larger part of the present 
EC countries. The United States helped Eu
rope after World War II with the Marshall 
Plan; this is also the way in which the Com
munity should make enlargement a success. 

K.A. Bustrup is assistant director-general of the Ag
ricultural Council of Denmark. 

DENMARK IN FICllRES 

Population .................................................. 5.12 million 
Area ..................................................... 16,629 sq. miles 
Gross domestic product (1980) ................... $56.6 billion 
Inflation rate (1981, CPI) ...................................... 5.9°/o 
Unemployment rate (1981) .................................... 4.8% 
First quarter 1982 ................................................. 6.3°/o 

Trade (1980) 
Exports ............................. $16.95 billion (28°/o of GDP) 
Imports .......................... $19.61 billion (21.8% of GDP) 
Exports to EC countries ............................. $8.5 6 billion 
Imports from EC countries ......................... $9.65 billion 
Exports to US ......................................... $790.9 million 
Imports from US ........................................ $1.27 billion 
Exports to Japan ..................................... $294.7 million 
Imports from Japan ................................. $412.8 million 
Exports to others countries ........................... $7.3 billion 
Imports from other countries ...................... $8.27 billion 

I darlsh daiy industry 
I -100years 

C ______ __ 



The new Carlsberg glyptotek in Copenhagen. Counesy of Danish lnfonnarion Office, New York 

THE GLYPTOTEK OF COPENHAGEN 

Just behind the famous Tivoli garden in the 
heart of Copenhagen, you find one of the 
finest collections of sculpture and art in Scan
dinavia, house.d in the new Carlsberg glypo
theque. And in the beautiful castle northwest 
of Copenhagen you find one of the better 
portrait galleries in Europe, the National His
torical museum. 

Both are visible results of the patronage of 
the arts that has been characteristic of the 
twin Carlsberg and New Carlsberg Founda
tions for more than a hundred years. The 
Carlsberg brewery was, and still is, techno
logically one of the most advanced on the 
market-then, as now, a key to commercial 
success. But the founder of the brewery, ].C. 
Jacobsen, was more than an industrialist, he 
was also dedicated to the advancement of 
new scientific knowledge, and he believed 
that his great wealth gave him a special ob
ligation to help the arts. 

When the Carlsberg Foundation was incor
porated in 187 6 it was one of the first of the 
big internationally known foundations, pre
ceding the Ford, Rockefeller and Guggen
heim Foundations by a quarter to half a cen
tury. Representatives of the foundation also 
like to stress that, unlike many foundations 
today, the Carlsberg Foundation was not es
tablished as a tax shelter. 

Today, many regard the Carlsberg Founda
tion as a national institution, living a quiet 
and useful life, owning 51 percent of the 
shares in the United Breweries of Carlsberg 
and Tuborg, merged in 1970, but leaving op
erational control to competent businessmen. 

As one of Denmark's largest employers-
9,500 employees-and with more than nine-
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tenths of the Danish beer market and a rap
idly developing international production base, 
this would seem to be a fruitful strategy. It 
also indicates the intention of the founder to 
create a special bond and relationship be
tween business and science. 

The trustees of the Carlsberg Foundation 
are nominated by the Royal Danish Academy 
of Sciences and Letters, and the statutes of 
the foundation stipulate that support must be 
given to a broad spectrum of scientific re
search. J .C. Jacobsen was inspired by, among 
others, the famous H.C. Oersted-pioneer of 
electromagnetic research-to pay special at
tention to basic, as opposed to applied, re
search. Publicly funded basic research was se
verely limited at the time, and at least until 
World War II the Carlsberg Foundation 
grants accounted for a substantial part of all 
basic research in Denmark. 

But the beer was never forgotten. The 
foundation statutes of 1876 also established 
the Carlsberg laboratory, where basic research 
concentrates on all aspects of beer produc
tion. The results of this research is published 
in scientific journals, and thus available to 
Carlsberg's competitors. Nobody denies, 
however, that the presence of the laboratory 
in Denmark is a valuable asset for the brewer
ies. And a study of beer production has by 
necessity sponsored important new knowl
edge in the fields of chemistry, biology, and 
physiology. 

The annual grants of the Carlsberg Founda
tion to scientists command some public atten
tion, and considerably more in the academic 
world. By virtue of the academic composition 
of the board of trustees a grant is in itself a 

merit. It is typically given to persons with 
research projects with a life span of several 
years. Only Danish nationals are eligible for 
grants-the founder was a prominent nation
alist-and research projects dealing with Den
mark, Iceland, Greenland and the Faeroes Is
lands have a fairly high priority. 

Danish society has changed profoundly in 
the past 100 years. Denmark has become one 
of the richest nations in the world on a per 
capita basis and, especially since World War 
II, many resources have been allocated to ed
ucation and research. More money has also 
been made available to the arts, and the 
Carlsberg Foundation has had to adapt. 

The trustees of the Carlsberg Foundation, 
who have distributed more than $55 million, 
believe that there is still much to do. Since 
funds for basic research at Danish universities 
are not likely to be increased in the near fu
ture, there will be a special need to help 
young talent. The bureaucratic nature of the 
public educational system also means that 
there is little room for the gifted amateur. For 
the Carlsberg Foundation, however, if the 
personal qualities and academic interest are 
present, lack of formal qualifications does not 
preclude a grant. 

Public money for the arts will also be one 
of the first casualties of Government budget 
cuts. This will increase the need for the pri
vate work of the Carlsberg and New Carls
berg Foundations, which are limited only by 
profits at United Breweries-last year about 
$62 million on a turnover of close to $700 
million, with more than half the production 
of beer being sold outside Denmark. E 
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TRAVEL

LI FE ON A SLOW BOAT
DIANA SCIMONE

I remember a midsummer's eve a number of
years back dining with friends in Vienna's

Grinzing. One member of our little group,

whom I did not know, casually mentioned he

had arrived in Vienna not by plane or train,
but by canoe. He further went on to claim he

had paddled this dubious vessel all the way

from Hamburg. Although I did not believe
him then. I have since discovered that it is in-

deed possible to go from the north of Ger-

many to the eastern most paft of Austria en-

tirely by water. In fact, if you plan it right,
you can travel Europe north to south and

east to west-and never leave the water.
The continent is crisscrossed with canals

built hundreds of years ago to cross the wa-

tersheds from one river to another. For many
years this latticework provided the only
means of getting goods from landlocked
towns to ports thousands of kilometers away.

Today, canals are still heavily used for indus-

trial transportation in countries such as Hol-
land and Germany. In other countries such as

France, however, the small size of old locks
(a scant 40 X 5 meters) prevents today's giant

vessels from using them, though large locks

near Paris and other major cities have been

modernized and can handle industrial size

vessels. Elsewhere, smaller barges still trans-

port bulk products such as wheat.
But all is not work on the waterways of

Europe. Canals are also the site of vacations

for those wanting a leisurely holiday away

from the crowded cities.

One such barge carrying passengers is the

Etoile de Champagne. Captain Peter Evans

had the ship built in L979 to his specifica-
tions: 128 feer long by '1.7 feet wide-the ex-

act size to fit the small French locks with just

inches to spare. The ship can accommodate
12 passengers in six twin-bedded staterooms.

On the upper deck, two surprisingly spacious

public rooms are filled with cozy arm chairs,

a shelf of well-read books, and even a piano.

The Etoile's two cruise itineraries each last

a week. The Chablis-Paris route takes passen-

gers along the Seine and Yonne Rivers and

connecting canals through the Burgundy re-

gion and Chablis district southwest of Paris.
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The other cruise is along the Marne and Seine

Rivers through the Champagne district east of
Paris. On both cruises a mini-bus takes pas-

sengers on daily excursions to see local sights.

Here's what a recent trip through the Chablis
country was like:

-

s



Saturday Our first glimpse of the Etoile finds 
it peacefully moored near a bridge on the 
Yonne River in Joligny. Captain Evans shows 
us to our cabins, then waits for us on the up
per deck with champagne. Soon it's time for 
our first taste of the chef's handiwork: white 
asparagus with hollandaise sauce, veal with 
duxelles, freshly picked green beans, and tulip 
cups (molded from butter cookies just out of 
the oven) filled with strawberries. 

Sunday I follow Tim, one of the crew, on 
his morning baguette and croissant search 
through Joigny. We climb a winding cobbled 
street in the brisk morning air as he points 
out the many 12th century half-timbered 
houses with their carved wooden facades. 
Barely a year ago, a gas explosion destroyed 
many priceless medieval buildings. A city
wide effort is now underway to restore them. 

After breakfast, we hop in the minibus for 
a degustation, or winetasting, at a local Cha
blis winery, Domaine de Ia Maladiere. A 
knowledgeable young woman explains the 
wine-making process as we wander through 
dark, damp cellars filled with musty bottles, 
casks, and giant stainless steel vats. We learn 
that 40 percent of Chablis is exported to the 
United States, and another 40 percent to Eng
land, Germany, Holland, and Belgium; a 
mere 20 percent stays in France. Our tour 
ends with tastings of three Chablis Grand 
Crus including a Grenouilles. 

As soon as we return to our floating home, 
the Etoile begins to move a few kilometers 
downstream to Cezy. The nearby village of 
Bousson is having its annual Snail Festival to
day. It is a priceless array of small town brou
haha: young girls, attired in local costumes, 
whirling on rollerskates to French disco mu
sic; crepe paper flowers decorating every 
house and fence in town, and bien sur, mil
lions of escargots swirling in buttery garlic 
sauce. While the locals down the little crea
tures a dozen at a time, I confine my gastro
nomic consumption to the pastry booth. 

Monday Bright and early, the Etoile moves 
through the first lock of our voyage. We 
watch with fascination as the eclusier cranks 
shut the wood and iron gates, sealing us in 
the lock. Slowly, slowly, the water trickles 
out, and we descend until level with the next 
stretch of water. The second set of gates is 
opened, and we are on our way. The Etoile 
passes fields of vibrant yellow mustard plants, 
trees choked with mistletoe, and the medieval 
town of Villeneuve sur Yonne. Two gateways 
guard this ancient hamlet originally built by 
Louis VIII as a royal summer residence. 

Later we arrive in Sens for the Monday 
morning market. All seven of us follow chef 
Carol around as she selects fresh fish for our 
dinner. The oldest town of ancient Gaul, Sens 
is dominated by a cathedral considered to be 
the prototype of the great Gothic cathedrals. 

The Etoile ae Chdmpagne cruises from 
March to Npvember. In the United Stares, 
b~okings may .be made through Esplapade ~ 
Tours, the U.S>agent (38 Newbury Street, 
Boston MA 0:2116; 800/343-7184). 

Other comP, ·es offering'barge trips in 
Europe inclucl rtdnenral Waterw 
(11 Beacoq Street, Boston M:A 02:10 
and Floating through Europe (501 Ma~i
son Avenue, New York NY 10022). Air 
France also has a combination barge/ bal
loon trip. Besides Burgundy, other ponular 
routes in France are through Bordeaux, 
Brittany, Alsac)', and along the soothe 
Canal du Midi. Z:Barges also ply rh~ 
Thames an.d Stratford Rivers in Eng 
and throughout the Netherlands. 

When shopping for a line, you'll find 
that prices vary_ ~onsiderably depending on 
services and on-board amenities. Pay at
tention to the passenger/crew ratio and 
the number of passengers per batge. 1 sl< if 
your stateroo has private bath facil" · 
and if there · tricity, heat, and ai 
conditioning t .r:ougHout the night. (ThC#' 
Etoile, for example, has a special night 
generator so night owls can read.) 

It's good idea to arrive in Paris a few 
days before the trip so your intema'J,; clock 
can catch up with you. Air France caffers 

Tuesday Without fanfare, we switch to the 
Seine at the point where it meets the Yonne. 
The mini-bus takes us to Moret sur Loing 
where Sisley, Renoir, and other impressionists 
painted. We, too, are inspired by the lovely 
weeping willows arched gracefully over the 
canals and bridges. 

Wednesday A day of glistening sunshine
just right for visiting Fontainbleau, for many 
centuries the country residence of the French 
royal family. It was here that Napoleon was 
crowned Emperor and was later forced to 
sign his abdication. I stand on the grand stair
case and imagine him waving goodbye as he 
is carted off to Elba. 

Thursday Another day, another chateau. To
day we visit Vaux-le-Vicomte, temporary 
home of Nicholas Fouquet, Louis XIV's 
Lord High Treasurer. Tim exhuberantly ex
plains how in 1661 Fouquet received the 
King at his new estate. Louis took one look 
at the castle, decided no one should have a 
showier home than the King, and three weeks 
later threw Fouquet in jail for the rest of his 
life on trumped up charges. As soon as the 
iron doors shut, Louis proceeded to hire 

well-serviced daily flights on 747s from 
New York, Chicago, Houston, and Los ' 
Angeles, and on the Concorde f.rom 
Washington and New York. A special 
rounq trip ''Vacances" fare of $663 (on 
747s, not the Concorde) is. now in effect 
frorn New Yoi-k. 0~ce purchased, reserva0 

·~ " . " tions cannot be d i'lnged, fuut unlike othe~ ; 
specially-priced excursions, tickets can be 
purchased up to the day of departure, and 
you can stay in Europe from 14 days to 
two months. (800/ 221-2110). 

While in Paris,, y;ou can stay at a hotel 
that is as historical as any city you 'H visit 

iltin 1878; the Inter
L~ hotel in Paris b6 · 

ing three meeting r ' ms classified by tKe ' 
French government as national monu
ments. You may stay in a rooJ;ll once oc
cupied by Empress Eugenie during her 
mourning period following Napoleon III's 
death. (3, Rue 'de Castiglione, 7 5040 Pari~. 
In the United Stat:Cs, call 800/ 555-1212 .• 
to get Iptercont~~t:ttal Hotel's toll-free 
reservation number for your area.) 

For further reau ing on barge travel, try 
Cruising the Inland~Waterways of Europe 
by Jarrett and Stanley Kroll (Harper & 
Row .Publishers, fnc.) or Robert Louis Ste
venson's An Inland Voyage. 

Vaux-le-Vicomte's architects, painters and 
gardeners to design a royal palace all his own. 
And so Versailles was born. The now pri
vately-owned Vaux-le-Vicomte, like many 
monuments and castles scattered in relatively 
out of the way places throughout France, suf
fers from a lack of tourists. There is talk of 
closing the lovely chateau and carriage mu-
seum indefinitely. . 

Our final cruise into Paris is breathtaking. 
We take turns snapping pictures of Notre 
Dame as it whizzes by. Ten minutes later we 
dock for the last time at the Etoile's perma
nent berth near the magnificent turn-of-the
century Alexander III Bridge, just in sight of 
the Eiffel Tower. After our farewell dinner, 
we exchange addresses and sign the Etoile's 
guest book; our names join others such as 
William F. Buckley, Jr., Mary Tyler Moore, 
H.J . Heinz, and Ambassador Henry Cato. 

Friday With much regret, we consume our 
last croissants, then board the mini-bus for 
return to our Paris hotels. The crew readies 
the Etoile for a cruise down the Marne into 
the Champagne country and another group 
of passengers. E 
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Paris 
French television has been much in the news 
since French President Fran~ois Mitterrand's 
presidential victory a year ago. Soon after the 
election his Socialist Administration quickly 
set the stage for the television fare that was 
to be offered when Minister of Culture Jack 
Lang said the French networks would be 
broadcasting more cultural programs and 
documentaries. What followed were such 
things as prime-time programs on French phi
losophers, with less American-made television 
series and a greatly reduced number of Holly
wood-produced films, especially the West
erns that have always been popular among 
the French. This in a land where "Dallas" is 
the top show and where John Wayne is a big 
favorite. 

"To heck with culture," said a television 
viewer who responded to a poll published in 
the French mass circulation daily France Soir. 
"After a hard day's work, we want to be en
tertained, not lectured to. Television is not 
the place for culture." 

A poll in the Sunday French newspaper 
Journal du Dimanche indicated that almost 
90 per cent of those surveyed thought televi
sion programming was worse under the new 
Administration. The film industry also has re
poned a more than 30 per cent increase in 
cinema receipts since Mitterrand's election. 

Although the three French networks con
duct no official rating of shows, newspaper 
polls have indicated "Dallas" is the top show, 
while the least favorite is a program called 
"Right to Respond," a panel discussion that 
has taken up such topics as freedom of the 
press and agricultural breeding. 

The viewer's complaints have not fallen on 
deaf ears. Mitterrand has ordered the net
work heads to get back in touch with view
ers' tastes. As a result, a few more American 
programs and cowboy films have returned to 
the French air waves. 

In radio, the changes have been more dras
tic since Mitterrand's election. For the first 
time since World War II, the Government 
has allowed private radio stations to operate, 
although without advertising. It was a step 
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that had been expected under Mitterrand, 
who once appeared on a pirate Socialist radio 
station while President Valery Giscard d'Es
taing was still in office. 

Since the state's monopoly was lifted, doz
ens of small radio stations have sprung up in 
sparse quarters around Paris. They include 
stations for homosexuals, for feminists, for 
political opposition groups, and even an 
American-language station. 

With the radio waves more liberated these 
days, the French appear to want the same 
changes in television. The Journal du 
Dimanche poll indicated three out of four 
persons surveyed wanted private television 
networks that would compete with the state
owned ones. CAROLYN LESH 

London 
Worrying times, these are, for British tradi
tionalists. Advertisements have begun appear
ing on the doors of London's famous taxi
cabs and the venerable summer game of 
cricket, it is said, has become so dependent 
upon commercial sponsorship that there are 
doubts it can long continue to support itself 
"in a style befitting gentlemen." 

Changing laws have made London's taxis 
the latest purveyors of advertising-on-wheels. 
Londoners had become accustomed to 
sprawling ads on the sides of the red double
decker buses-they've proved a boon for 
revenue-hurting London transport and a snip 
for the merchandisers at about $2 a day. 

The taxi ads are half that cost, but their 
critics have done some homework. Whatever 
happened, they grumble, to the law banning 
advertising in London's royal parks. Hyde 
Park has always been a favorite taxi shortcut. 

The advertisers get value for their money, 
given central London's omnipresent traffic 
jams and standstill exposure is plentiful. Not 
all of London's 12,500 licensed taxis are be
ing adorned with ads, however. The majority 
are owned by their drivers, some of whom 
think it rather crass to plaster their doors 
with admonitions to buy racy tabloid newspa
pers or smoke certain cigarettes. Passenger re
action has sometimes been testy, too. The 
most a driver can make from door ads on his 
cab is around $400 a year. 

The face of English cricket, too, is chang
ing as the game comes increasingly under 
commercial sponsorship to keep many teams 
alive. Three-day matches are giving way to 
one-day competitions which better suit the 
sponsors. Attendance has dropped by 20 per
cent since the mid-1970s and spectators are 
less keen to endure the several-day matches 
where draws are often the norm. The one
day games have altered cricket tactics. Defen
sive batting is discouraged in favor of trying 
to score runs quickly. 

This is sensible stuff to those who find 
cricket a yawn, but in turn the bowlers and 
fielders have become less adventurous and 
super-defensive. The purists find this a trav
esty that spoils the subtle beauties of the 
game. It is argued that the one-day compe
titions reflect poorly when England competes 
internationally. Strategies that work in the 
quick matches are not easily unlearned on the 
pitch during the longer test competitions. 

Cricketers remain among the world's most 
badly paid professional sportsmen. A player 
for one of England's 17 first-class country 
clubs, the equivalent of baseball's major 
leagues, earns an average $13,000 a year
about a tenth of what a National Leaguer t:an 
make in a season. If selected to play for the 
England team, he'd double his money but 
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that's about all. Only cricket's handful of su
perstars approach $100,000 a year. 

A players' strike in English cricket to de
mand more pay is unthinkable. It wouldn't 
be, well, cricket. Can the strong principles 
survive? As The Economist magazine ob
served: "Cricket is now almost midway be
tween its traditions of gentlemen at play on 
the village green and the high-powered com
mercial world of modem sport. So far, it has 
adapted its traditions to the modem age with 
surprising grace." 

Britain's fastest-growing television sport is 

Brussels 
Everybody knows there are language diffi
culties in Belgium. Do you open a conversa
tion in French or Dutch? Or, as a tou~ist in 
doubt, do you play it safe with "spaced-out 
English," as an American company's bro
chure advises? Any one of the three lan
guages should in fact get results in most 
parts of Belgium and certainly in Brussels. 
Yet tucked away in some 25 villages on the 
border with West Germany is a little colony 
of about 65,000 German-speaking Belgians 
whose claims to linguistic and cultural inde
pendence are just as stubbornly upheld at 
those of the two major language groups. 

Fired by the devolution process which 
began in 1971 and which has now yielded a 
real measure of cultural and economic au
tonomy to Dutch-speaking Flanders and 
French-speaking Wallonia, the German
speakers have recently stepped up their own 
claims for more self-rule. The 1971 con
stitutional revision formally recognized three 
language groups in Belgium, but the string 
of small communities lying east of the Liege 
province are economically part of the de
pressed Walloon region and the villagers are 
protesting this. 

At the end of World War I the "Eastern 
districts" of Eupen and Malmedy were re
turned to Belgium following reannexation 
by Germany a few years earlier. The terri-

snooker, a complex variety of pool played 
with 15 red balls and six balls of other col
ors. The highest-earning British sportsman is a 
snooker pro, the former world champion 
Steve Davis. Last year Davis made over $1 
million. Snooker has always been popular in 
Britain's clubs and pubs, but it didn't attract a 
mass following until it was discovered re
cently by television. Now it's become as ad
dictive as Wimbledon. Over 15 million view
ers saw the world snooker championship final 
match played recently in Sheffield. 
PETER J. SHAW 

tory had been detached from Germany and 
annexed to Belgium at the end of World 
War I. 

Following the 1971 changes, an advisory 
council for German culture was established 
and school education was officially to be 
conducted in German or German and 
French. But the steps taken in 1980 to set 
up regional executives with considerable 
powers in education, culture, and, to some 
extent, economic planning in Flanders and 

Wallonia did not meet the demands of the 
German speakers. The effect has been to 
stimulate calls for self-rule on the scale en
joyed by the two much larger language 
groups. 

Leading the move is the "party of Ger
man-speaking Belgians" which claims to 
represent about 30 per cent of the elector
ate in the region. A small minority in the re
gion campaigned for a return to Germany 
during the years between the two world 
wars, but it is now generally accepted that 
the overwhelming desire of the inhabitants 
is to remain Belgian. Their fire is directed 
less against Brussels than against the 
Wallonia regional executive. "We are not 
Walloons and we never will be Walloons. 
We want a special status for German-speak
ing Belgium. That is not megalomania, but a 
possibility," said one of the speakers at the 
rally. 

The Government has so far given a sym
pathetic hearing to the German-speakers' 
claims, though the press of parliamentary 
business has meant that no legislation has 
been enacted. Moves to give the region a 
directly-elected council and an executive 
with the same powers as those in Flanders 
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and Wallonia have been promised. There is 
general recognition that the farm-based 
eastern districts have little in common with 
their neighboring province of Wallonia, the 
traditional center of heavy industry in Bel
gium and now the scene of the worst ex
cesses of the economic recession afflicting 
the country. 

The Government recently submitted to 
Parliament a proposal to modify the con
stitution so as to make it possible to set up 
an elected council and an executive for the 
German-speaking community, almost simi
lar to the ones the two other language 
groups have. 

The Hague 
The Netherlands is suffering from an on
slaught of muskrats. They threaten the agri
cultural fields, which lie below sea level, as 
the animals dig holes and corridors in the 
banks of protecting dikes. The intricate sys
tem of dikes and sluices facilitates the over
flow of water to the North Sea and protects 
the polders from flooding. But the system in
creasingly is being undermined by muskrat 
holes and recently tractors have toppled and 
cows stumbled into holes that are as big as 
rabbit holes. 

Originally muskrats came from North 
America to Europe in the early 20th century 
to be bred and hunted for their beautiful red
brown fur. There are now plenty of them in 
France and neighboring West Germany and 
Belgium. Just as rabbits became a plague in 
Australia, the same is true for the muskrats in 
Europe, where there were no beasts of prey 
to kill them. Muskrats are hunted more and 
more in Europe, but they are getting particu
larly numerous in the Netherlands and have 
become a plague here. Since they prefer to 
make their holes and corridors by the water
side, the Netherlands has become their paradise. 
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The council would have the power to 
vote decrees dealing with cultural matters, 
education, its relations with the other lan
guage communities, and part of the eco
nomic competences now handled by the 
Walloon regional council. The exact scope 
of these competences is to be defined in a 
separate law to be approved by the national 
parliament. 

The party of German-speaking Belgians 
has called for a referendum on whether the 
area should belong to the Walloon region 
or should become a separate district under 
control of the national Parliament. 
ALAN OSBORN 

As mating time approaches in spring, the 
muskrats start to stake out their territory with 
drops of musk oil from the glands behind 
their tiny ears. If not disturbed a muskrat pair 
can produce up to 18 baby rats annually. 
Within six months these are reproducing. 

The muskrat lives on water plants and 
roots of sugarbeets and cereals. To protect 
themselves from frost they build winter huts 
where they store their food. Their holes are 
invariably on the banks of polder dikes, while 
the entrance is under water. If the water level 
drops, the rats dig a new entrance and close 
the old one. 

Under new legislation the Agriculture Min
istry has raised the budget for the anti-musk
rat campaign from 5.5 million to 7.5 million 
guilders annually. The number of official rat 
catchers, who work with traps, has been 
raised from 184 to 400. Some 140,000 
muskrats were caught in 1981. Two dollars 
are paid to any person catching a muskrat and 
tests are now being made with police dogs to 
see whether they can be trained to catch the 
animals. NEL sus 

Courtesy of the US Department of Agriculture 

Luxembourg 
It was unusually difficult to get a hotel 
room in Luxembourg in May. When I asked 
a reception clerk why he replied: "It's the 
devaluation. The German and American 
tourists have come back in large numbers." 
This was to be confirmed by long waits in 
banks and at restaurants. Given decent 
weather this summer, this looks like proving 
a record year for Luxembourg's tourist 
business. 

Unfortunately the rejoicing over the un
planned and unwanted devaluation of the 
franc by 8.5 percent in February is not 
widely shared. Indeed it has led to some of 
the toughtest economic measures ever being 
taken by the Government in its efforts to 
prevent the move having disastrous conse
quences for unemployment and inflation. 

Luxembourg was drawn into the devalua
tion by Belgium, with which it is linked in a 
currency union. Economically Luxembourg 
neither needed nor welcomed the change. 
The inquest on the decision to go along 
with Belgium has been prolonged, but the 
grudging conclusion has been that Luxem
bourg's best interests are in preserving the 
union, even if the conditions of the agree
ments should be changed. 

Domestically this has meant that harsh 
decisions have had to be taken. A country 
which imports 80 percent of its domestic 
consumption is in no position to take a de
valuation lightly. There had been hopes that 
the tripartite conference of Government, 
employers, and trade unions could have 
reached agreement on the measures neces
sary. But it couldn't, and the Government 
has thus acted alone and brought about a 
real split between itself and the parliamen
tary opposition and the trade unions. 

The main thrust of the Government's ap
proach has been the containment of infla
tion and to this end it has imposed a selec
tive price freeze until the end of the year. 
Much more controversially, however, it has 
suspended the automatic linking of salaries 
and wages to the cost of living and replaced 
it with a kind of "half-compensation" sys
tem. This could mean a cut in real wages of 
over five percent this year. 

The Socialist opposition boycotted the 
vote on the legislation. The trade unions 
called for a national protest. The result was 
that on April 5th we saw that rare event in 
Luxembourg-a national strike call. Al
though the white collar unions generally 
turned up for work, the strike brought pub
lic transport, public services in general, the 
steel industry, and most of private enter
prise to a halt. Pickets were set up at the 
borders to stop outside workers from com
ing in. Luxembourg had seen nothing like it 



since the pre-war years. 
All this takes place against the back

ground of the continued running down of 
the steel industry. In 1981 Luxembourg's 
industrial production fell by 6.8 percent and 
that of its steel sector by 16.8 percent. 
Higher prices for steel have helped the in
dustry so far this year, but the run-down in 
employment continues. In 197 4 there were 
27,600 people employed by the industry. 
Early this year the figure stood at 18,000. It 
is a testament to Luxembourg's innovative 
and sophisticated social security system that 

Athens 
While Athenians complain about smog, pol
luted beaches, and the damage done to tradi
tional Greek life by fastfood restaurants and 
a surplus of foreign residents, they generally 
ignore one major blessing-the city's con
tinuing lack of violent crime. 

Despite rapid urbanization, Greece still en
joys Europe's lowest crime rate, and its prison 
population is the lowest of any European 
country except Holland. The majority of ho
micides, according to one expert, are still 
crimes of honor or the final outcome of long
standing village disputes over property. 

Bank hold-ups are rare and handbag 
snatching rates a newspaper mention. The 
overall arrest rate hovers around 3,000 per 
100,000 inhabitants, about half that of the 
United States. Although three killings in the 
city were apparently motivated by Middle 
East politics in the past three years, leftwing 
terrorism has not spread to Greece from 
neighboring Italy or Turkey. 

What makes the streets of Athens safe? To 
some observers the answer lies in the survival 
of traditional family values in the concrete 
sprawl that now houses more than one third 
of Greece's inhabitants. The kinds of social 
pressures that encourage conformity in village 
life, they say; have survived the transfer to 
crowded city conditions. 

/ 

these job losses have not led to greater po
litical frictions. 

None of this is to suggest there will be 
political upheaval. The country is too small, 
its politicians too well-knit to regard the 
idea with much seriousness. Things will go 
on much the same as before. But the events 
of the past few months have served to re
mind the public here that for all its speciai 
characteristics, Luxembourg cannot remain 
forever immune from the social and eco
nomic pressures affecting its larger neigh
bors. ALAN OSBORN 

To others it is a matter of constantly im
proving economic standards over the past 20 
years. Anthropologists point out that most 
migrants to Athens are neither poor nor dis
possessed. Instead, country families often 
wait until they have bought an apartment in 

the dty before moving there permanently. 
Once in Athens, new arrivals from the 

same region or island tend to congregate in 
the same district. Close neighborhood con
tacts thus fostered may account for the lack 
of vandalism and juvenile crime in the city, 
where court cases involving minors are less 
than 5,000 yearly. But sociologists also point 
to the twin safety valves of emigration and 
seafaring, which siphoned off potential trou
blemakers-young men with few prospects 
or ties at home. 

Traditional patterns of wrongdoing, how
ever, may now begin to change. Economic 
growth has slowed, a new generation of fully 
urbanized Greeks is reaching adulthood, and 
the Socialist Government is intervening more 
in people's lives. The Finance Ministry 
launched a crackdown on tax evasion at d~e 
beginning of this year that included a special 
office to process denunciations of alleged of
fenders by their fellow citizens. Traditional si
necures at state institutions for those already 
employed are also being outlawed. 

As unemployment rises in Athens and 
squatters are occasionally evicted from dere
lict neoclassical houses in the city center, 
there are some disturbing indications of im
ported vice, police say. Urban youth is start
ing to experiment with drugs and, according 
to the city police, heroin is now easily avail
able, often through foreign pushers. Earlier 
this year dozens of cheap hotels in the Plaka 
district under the Acropolis were closed. 

But what goes on in the old quarter of 
Athens does not yet seem to affect the aver
age city resident, who may worry about the 
handful of burglaries that take place on holi
day weekends, but rarely bothers to lock his 
car. KERIN HOPE 
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Rome 
Although everyone had been expecting it, it 
still came as a surprise. On a steamy morning 
in early June, Confindustria, the Italian pri
vate sector employers association, called a 
press conference at its Rome headquarters 
and announced that it was backing out of its 
long standing agreement with the unions to 
index wages to the inflation rate. It would no 
longer honor the scala mobile (sliding scale), 
as it is called here. 

For 11 months the Government of Prime 
Minister Giovanni Spadolini has been trying 
to persuade unions and employers to agree 
on a way of holding down labor costs which 
would include at least some modification of 
the scala mobile system. The indexation 
mechanism means that inflation is virtually 
institutionalized in Italy and it has the effect 
of reducing differentials between different 
types of workers-thus diminishing incen
tives-and leaving little space for wage con
tract negotiations. 

Because the index takes account of all 
price rises and changes in indirect taxation it 
means that, as one of its critics said, "Every 
time the Arabs put up the oil price Italian 
workers get a pay rise," while it nullifies at
tempts by the Government to cut purchasing 
power by raising tariffs on state services. Yet 
wage indexation is also a symbol of the pact 
between management and workers that 
ended the period of labor unrest from 1969 
to 197 4-unrest that halted Italy's post-war 
economic miracle. 

Bonn 
It's been an article of German faith that 
Turkish workers are tenants not landlords. 
Not only that, they are tenants to be charged 
somewhat more than one would demand 
from a German renter, to cover the addi
tional "foreigner risk." Automobile insurance 

W est Berlin 

Confindustria was exasperated after a year 
in which the unions, divided among them
selves, had refused even to broach the subject 
in negotiation. Under their agreement the em
ployers had only till the end of June to give 
notice that wage indexation would end next 
February. Yet the long-awaited announce
ment still came as a shock: virtually spontane
ous strikes broke out within a few minutes of 
the announcement. 

The following day there was a four-hour 
general strike at all private employers' plants. 
Critics of the leadership of Confindustria, 
while not disagreeing with the principle, said 
that its sudden action had given back to the 
unions the unity and sense of purpose they 
had lacked for nearly a decade. 

Where the employers did seem to be at 
fault was in not accompanying their an
nouncement with a set of proposals for a 
more moderate form of indexation-such as 
the removal of energy costs, tariff charges 
and indirect taxation from the basket-since 
few people believe that Italian workers will 
end up with no wage indexation at all. 

The danger is that by concentrating atten
tion on the emotional issue of the scala mo
bile, the employers are ignoring issues which 
are arguably more serious for Italy's competi
tive position in the world: high labor costs 
due to enormous .social security and pension 
contributions and a public-sector borrowing 
requirement amounting to 12 percent of gross 
domestic product. JAMES BUXTON 

companies, too, routinely add 25 percent to a 
Turkish worker's premium, (that is, if they 
agree ro insure him at all. Yet citizens of 
West Berlin and of West Germany learned re
cently that some Turks not only have be
come landlords, but are within their full legal 

rights when they evict German tenants to 
make room for their own folks. 

The case involved five related Turkish 
Christian couples with a total of 28 children. 
They tired of living in cramped, sub-standard 
quarters-often sleeping five persons to a 
room. So, having saved their money for 10 
years, they bought an old apartment house in 
the West Berlin district of Kruezberg. Then 
they set out to evict the German tenants so 
that they could use the dwellings themselves. 
The German tenants, naturally, went to 
court, where they lost. 

Germans talk a lot about "the foreign 
worker problem," and their political leaders 
warn ominously that their voters could turn 
xenophobic if steps aren't taken to resolve it. 
Actuqlly, "the foreignworker problem" is 
synonymous with "the Turkish worker prob
lem." No one is considering sending the 
620,000 .Yugoslavs, the 600,000 Italians, the 
300,000 Greeks, or the 183,000 Spaniards 
horrie. But the Germans are trying to figure 
our how to send at least some of the Turks 
home, and the Berlin judgment surely will 
fuel that process. 

A federal Government working group re
cently suggested one way to reduce the com
munity of 1.3 million Turks would be to pay 
all of their moving costs plus a bonus of 
around 10,000 deutsche marks per family to 
those that elect to go back to Turkey. But the 
working group admitted that the problem 
would be complicated by, among other 
things, the fact that at least 800,000 Turks 
have made long-term savings arrangements 
with German banks and with German build
ing savings and loan associations to take ad
vantage of federal savings bonus schemes. 
Not only would the departing Turks want 
this money, plus the interest and bonuses, 
they also would want the premiums, plus in
terest, that they have been paying into the 
state unemployment, health, and pension in
surance plans. 

In short, it would be an expensive proposi
tion, not only in terms of cash, but in terms 
of lost production. The central federal office 
for political education points out that about 
half of the below-surface workers in West 
Germany's coal mines are foreigners and that 
without the foreigners, automobile produc
tion would stop-of the 49,388 workers in 
Ford 's factory in Cologne, for instance, 
12,314 are non-Germans. 

The central office also dealt with the shib
boleth that Germany can solve its unemploy
ment problem by shipping an equivalent 
number of foreigners home. The fact is, the 
central office said, that few of the Republic's 
German jobless have the skills that the em
ployed foreigners have, and so could not re
place them if they )eft. WELLINGTON LONG 



GEORGE CLARK 

Traveling across Europe from Dunkirk to 

Strasbourg through a countryside bright with 
spring flowers and with the champagne vines 
above Epernay bursting into new life, I came 
to understand better why so much time is 
spent at the European Parliament on agricul
tural questions. There was intense activity on 
the fertile land. 

And as I passed names of sad memories
Ypres, Armentieres, Bethune, the Somme, 
Vimy, Arras, Cambrai, St. Quentin, Verdun
and the rows and rows of crosses in the de
serted, trimly kept war cemeteries, I realized 
how important it must be to have a commu
nity where, in Churchill's words, "jaw-jaw" 
takes the place of "war-war" in Europe. 

Nevertheless, the war in the South Atlantic 
cast its shadow on the debates in Strasbourg. 
In the April session, members of the Euro
pean Parliament from all EC countries, with 
the exception of some Italian and French 
Communists and a few British Labor Party 
members, had condemned the Argentine inva
sion of the Falkland Islands, in line with the 
United Nations resolution 502, and had ap
proved the EC decision to impose an em
bargo on imports from Argentina. 

Then, as the peaceful negotiations to get an 
Argentine withdrawal seemed unlikely to suc
ceed, the prospect of armed conflict and the 
loss of many lives caused many members of 
Parliament to have second thoughts. 

To complicate the issue, there was a sud
den surge of anger over the British Govern
ment's use of the veto in the Council of Min
isters to block the annual European farm 
price settlement (which was to give farmers an 
average 11 per cent increase in income from 
early April) as a method of forcing the other 
member nations to offer a better deal to Brit
ain on its general budget contribution. 

In this curious, roundabout way, Parlia
ment's debate on the continuation of sane-

tions against Argentina got tangled with the 
argument about farm prices and about Brit
ain's future in the Community. Voting re
flected a definite change of mood. In April 
members had voted 203 to 28 in support of 
the British response to the Argentine invasion 
and in favor of the European sanctions. In 
May it was 131 votes to 79. Most of the 
Socialists switched their votes because they 
did not want an escalation of violence and 
preferred greater emphasis on economic and 
diplomatic pressure. 

In debate on the farm price deadlock, sen
sation came when the 60 British Conserva
tives, led by Sir Henry Plumb, decided to 
reject the policy of British Prime Minister 
Margaret Thatcher and her Cabinet and rec
ommend that the British veto on the pro
posed price fix should be overridden, the 
matter to be settled by majority vote in the 
Council of Ministers. This is what eventually 
happened, a week later, much to the chagrin 
of the Government in London. 

The members of Parliament who want the 
Community to march toward federalism were 
jubilant. They believe that progress toward a 
European solution on a variety of issues is 
continually stymied by the use of the veto in 
the Council of Ministers who, they say, often 
treat the advice given by Parliament with con
tempt. The veto was created by the so-called 
"Luxembourg compromise" of 1966 to mol
lify French President Charles de Gaulle, who 
wanted a right of veto on any decision when 
a country's vital national interests were at 
stake (see page 29 ). With the veto gone, the 
power of national Governments would be cut 
down and greater moves toward a European 
political entity would be possible. 

French members of Parliament of all par
ties, their farmers' welfare in mind, fervently 
argued for an end to Britain's veto. They, and 
the Irish, called attention to the huge sums of 

money which had been held back from pay
ment since the beginning of April. Subse
quently, however, French diplomats were ex
pressing doubts about making majority voting 
a general rule. After all, in the past, the 
French have been most assiduous in defend
ing their national interests. So it is only the 
beginning of a new chapter. It does not mean 
the Community is about to break up in con
fusion. A compromise over Britain's excessive 
budget contribution was predicted. 

Another debate, long awaited, on women's 
rights in Europe was recorded for the first 
special parliamentary television program to be 
broadcast from the European Space Agency's 
satellite. Many women journalists had flown 
in, and galleries were crowded with women, 
though the debate was largely boycotted by 
male members of Parliament. No women 
members of the Commission existing, Ivor 
Richard, the EC Commissioner for employ
ment and social affairs, had the task of re
porting on the fate of the "action program" 
submitted by the Commission to the member 
states last year. 

A succession of women speakers had al
ready attacked it as vague. Richard regretted 
that preparations for a special meeting of so
cial affairs ministers had been "difficult". He 
added: "It seems distinctly possible that the 
Council of Ministers may avoid its political 
responsibilities and fail to give a clear com
mitment to action on equal opportunities for 
women." Protests interrupted Eric Forth, a 
Scot who represents an English constitu
ency-a man of few words-when he 
summed it all up. "This is a classic example," 
he said, "of throwing words at a problem and 
cruelly raising expectations which are not go
ing to be fulfilled." E 

George Clark is European political correspondent 
for The Times of London. 
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MEDIA SEMINARS 

Pa~ners at o~~dds: A New Divide? 
Journalists, government officials debate EC-US strains. 

The seventh annual US-EC media seminar, 
billed as a curtain-raiser to the Versailles sum
mit (see page 2), took place this year at the 
University of South Carolina under the joint 
auspices of the EC Delegation in Washington 
and the Foundation for American Communi
cations. Debating a theme of "Partners at 
Odds: a New Divide?", 24 prominent US and 
European journalists and a cross-section of 
high level government officials and academics 
took a frank look at the problems currently 
straining US-EC relations. 

The conference, which alternates each year 
between Europe and the United States, con
venes in a quiet atmosphere where partici
pants can address the issues away from the 
distractions of their day to day responsibil
ities. Past venues have included the chateau 
de Canisy in Normandy, the Wye Plantation 
on Maryland's Eastern Shore, and Waterbury, 
Ireland. 

This year's participants were housed in the 
beautiful, early 19th century "horseshoe" 

area of usc's Columbia campus and they at
tended sessions in the contrastingly modern 
Capstone tower-with its revolving rooftop 
restaurant-a short walk away through flow
ering Southern magnolias. With occasional 
breaks for such local specialties as barbeque, 
liver hash, shrimp and corn pie, and "hoppin' 
John," (black-eyed peas), participants tackled 
the weighty issues on the agenda in a relaxed 
spmt. 

In a dinner speech opening the conference, 
US International Communications Agency 
head Charles Z. Wick traced US-European re
lations since World War II, urging the "suc
cessor generation" not to lose sight of the 
ideals that inspired their predecessors. The EC 
Commission's director-general for external re
lations, Sir Roy Denman followed the next 
morning with an opening overview of current 
problems. He regretted the lack of European
ists in the present US Administration and criti
cized it for its aggressiveness toward foreign
ers. He called US authorities' attitudes toward 

usc's jonathan Davidson; Richard Lyng, US Deputy Secretary of Agriculture; and james Proven, a British 
memher of the European Parliament, pictured during a panel discussion. 

48 E u RO r F. July-August 1982 

the General Agreement on Tariffs and Trade 
(GATT) "uncertain" and, when asked whether 
those rules weren't made under better days, 
he said the Americans' vows were made for 
"better or for worse" and the Americans 
should stick to what they agreed to. 

At the first session, on energy, Harvard 
economics professor Joseph Kalt explained 
the recent oil glut and the Commission's dep
uty director general for energy, Michel Car
pentier sought to dispel misunderstandings 
over energy policy between the Americans 
and the Europeans. While the Community 
was able last year to produce at home over 
50 percent of its primary energy needs, it still 
remains highly exposed to developments in 
world oil markets-:--the like figure for the 
United States in 1980 was 85 percent and it's 
getting better-and must find ways to limit 
its risk. 

This topic led to debate with the journalists 
over the Siberian natural gas pipeline, a sub
ject which came up often during the confer
ence as various Reagan Administration repre
sentatives sought to explain US opposition to 
the pipeline. The European attitude was per
haps summed up by Ulrich Steger, a West 
German Social Democratic parliamentarian, 
when he said that the real threat to the Atlan
tic alliance is not a question of security, but 
one of economics; that the major threat to 
Western values and democracies comes not 
from the Soviet Union, but from dependence 
on Middle East oil. 

In a session of his own, economist Paul 
Samuelson warned of another "spectre haunt
ing Europe," as he put it: the flight of manu
facturing production to the Pacific Basin. 
Stressing that the laws of comparative advan
tage are steadily grinding away at European 
countries, he drew an analogy with another, 
US manufacturing exodus, from New Eng
land to the Sun Belt. The only solution, he 
noted, is constant innovation. 

An interesting break in the proceedings 
came with a retrospective from usc's collec
tion of Movietone News clips, detailing 
events leading up to the EC treaties. Old film 
footage of Jean Monnet, Robert Schuman, 



Dr. James Holderman,usc: President (left) and EC Commission Director-
()eneral for External Relations Sir Roy Denman.
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Pictured at the opening reception are William E. Rone,Tbe State newspaper,

Crilumbia, SC (left); Claude Moisy, Agence France-Presse; and Henri Pierre, Le Monde .

and Paul-Henri Spaak-founding fathers of
the EC-was especially interesting for those
not present at the creation.

In a session on the "Rift in the Atlantic
Alliance," the US Administration was repre-
sented by Dennis Blair, National Security
Council member for Western Europe. He re-

marked that all his decision papers are
marked "consult Congress" and "consult the
allies," illustrating the strong communications
between the United States and Europe. Blair
also noted the depth of citizen support for
the alliance; there are no elections to be won
on anti-American or anti-European platforms,
he said. He called President Reagan's recent
European trip a turning point for the Admin-
istration.

Speaking with Blair was David Watt, direc-
tor of the Royal Institute of International Af-
fairs. He distinguished three points of fric-
tion:
o a shift in the economic power balance be-

tween the United States and Europe;
o a shift in power away from the United
States and Europe toward the Third World,
due to oil and emerging industralization;
o a shift in strategic power away from the
United States and Europe and toward the So-

viet Union.
Watt said the biggest problem right now is

that the United States and Europe have no
common, alliance position on the Soviet

A raccptitn at the President's hrntse,Uniuersity of South

Union. Is it an enemy to be eliminated or a

fact of life to be dealt with?
Speaking on the recession, EC Commis-

sioner Ivor Richard, who is responsible for
employment and social affairs, said the big-
gest danger facing us is a two-class society:
those with work and those without. He be-
lieves the solution requires direct government
intervention and that the available work will
have to be reapportioned, even after the re-
cession. Trade unions will have to accept a

role and the responsibility of panicipating in
corporate decision-making and government
intervention.

On linkage, US Assistant Secretary of Com-
merce Lawrence J. Brady said the Americans
have been talking with the allies about re-
stricting high-technology exports and expect
to have substantive agreements within a year.

Sir Roy Denman meanwhile, asked for a little
less ideology from the Americans over Euro-
pean dealings with the Soviets. Deputy Secre-

tary of Agriculture Richard E. Lyng, while
reiterating the Uhited States' and Europe's
great need for each other, enumerated some
major US concerns over Community policies.

Former Under Secretary of State Myer Ra-
shish and Jean-Marie Gu6h6no of the French

Canilina. l'articipating journalists include (L-R) : Michael
Naumann, Die Zeit; Mel Elfin, Newsweek;
ecrnutmist I'aul Samuelsrm (a speaker); Fahrizio Del
l'icro, AN.\A,' Bruce Van Vrxrst,Time Magazine;

J ame s H t ngland, T he W ashington Post.

Ministry of External Relations handled a ses-

sion on North-South issues. Rashish be-
moaned a lack of a coherent US policy and a
failure to follow up on the promise of the
Cancun economic summit. Gueheno urged a
dynamic perspective in North-South relations:
We must anticipate problems rather than
merely react when they arise.

On this note, many participants took off
for nearby Charleston, with its Spoleto festi-
val and beach resorts. (

ll Ir R () t, t, .f uly-August I 982 49



NEWS OF 
THE 
EUROPEAN 
COMMUNITY 

INTERNAL AFFAIRS 

Border Simplification Sought 
A draft directive to simplify inspections 
and formalities at national frontiers in 
respect to the transport of goods be
tween EC member states was recently 
sent to the EC Council of Ministers. 
For road transport alone, the ~airing 
time at internal frontiers increases 
transport costs by about ECU 1 billion 
annually, up to half of which could be 
saved through improvements in the or
ganization and application of the 70 
existing inspections or procedures. 
Cross-frontier problems in general can 
also add up to 7 percent of some con
sumer prices in the Community. The 
recent draft directive is one of a list of 
10 priorities in transport that were 
adopted by the Council in March 
1981. 

Euratom Bond Floated 
An ECU 11.25 million Euratom bond 
loan was recently negotiated between 
the EC Commission and a Luxem
bourg banking syndicate. This issue is 
the fourth call made by Euratom on 
this market, and an application has 
been made for official listing on the 
Luxembourg stock exchange. The pro
ceeds of the loan will be used in accor
dance with the Euratom treaty. 

Competition Report Released 
In its annual competition policy report 
released in early April, the EC Com
mission stressed that Community poli
cies must be sensitive to their effects 
on the competitiveness of a Commu
nity economy that is closely integrated 
into the world economy. As for state 
aids, the Commission judges them by 
criteria designed to ensure that the 
firms involved are restored to sound 
economic health. 

The EC policy is that member state 
assistance to its industries must not 
jeopardize the unity of the Community 
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market. Strict conditions for granting 
aid must be observed, particularly for 
industries in crisis, such as steel, tex
tiles, and shipbuilding. The Commis
sion looks favorably on aid that pro
motes the adaptation of firms to the 
new conditions governing the energy 
market and to stricter environmental 
protection requirements, or which help 
promote technological development. 

In its report the Commission said it 
has continued its policy of imposing 
fines in cases of restrictive or abusive 
practices designed to isolate national 
markets, but it grants exemptions for 
desirable forms of cooperation and for 
certain types of agreements benefiting 
small and medium-sized undertakings. 

Social Fund Actions Taken 
Over ECU 624 million was allocated in 
May for a second group of Social 
Fund projects in 1982. A first alloca
tion of ECU 11.7 million was approved 
in March. 

In the second group, ECU 333 mil
lion goes for regional operations, and 
young people's projects will benefit 
from ECU 186 million. Other beneficia
ries are the disabled, women, opera
tions concerning technical progress, 
groups of enterprises, textiles, agricul
ture, and pilot projects. Most of the 
first allocation went to local training 
projects in France, the United King
dom, and Italy. 

In March the Commission began 
discussions on proposed changes in the 
Social Fund to simplify it and make it 
more adapted to the needs of the 
member states. To achieve this, prior
ities would be defined in advance so 
that expenditures could be allocated 
on a scale of priority rather than spe
cific approval for each program. Top 
priority would be the most disad
vantaged populations and regions, in
cluding those over 18 who are unem
ployed, those seeking jobs for the first 
time, women; the handicapped capable 

of working, workers threatened by un
employment and those requiring re
location, people working in small firms 
needing technical help, teachers, and 
career experts. A separate section 
amounting to 10 percent of funds 
would also be reserved for specific ac
tions such as pilot programs and train
ing experiments. 

Temporary Workers Helped 
A directive seeking to protect both 
temporary workers and permanent em
ployees in situations where temporary 
labor is used was approved by the EC 
Commission in early April. This three
fold measure includes: provisions for 
comparable benefits and pay for tem
porary workers; reduction of the mis
use of temporary labor and restrictions 
on its use; and requirements for busi
nesses engaging in the supply of tem
porary workers. 

Among the disadvantages faced by 
temporary workers are the lack of so
cial security coverage and lower pay. 
The new directive would also protect 
regular employees facing heightened 
competition for scarce jobs. 

Core Chemical List Published 
A list of about 34,000 commercial 
chemical substances marketed in the 
Community before mid-September 
1981 was recently published. The list
ing, called the European Core Inven
tory, is a major phase in the develop
ment of new EC consumer protection 
legislation adopted in 1979 that re
quires the notification of any new 
chemical substance placed on the mar
ket prior to that date. This directive 
establishes a preventative program for 
controlling pollution from chemical 
substances, and its main purpose is to 
establish a framework for testing and 
managing chemicals before they enter 
the market. 

Publication of the core inventory is 
a step toward completing the European 
Inventory of Existing Chemical Sub
stances which will list those substances 
not subject to new chemical notifica
tion. The next phase is a nine-month 

period, ending in December, during 
which people who marketed sub
stances in the Community between 
January 1, 1971, and September 18, 
1981, may request to have them in
cluded in the list of existing sub
stances. 

Freight Transport Analyzed 
Detailed results of an analysis of 
freight transport between member 
states during the fourth quarter of last 
year was recently completed by the EC 
Commission. Road, rail, and inland 
waterways recorded negative growth 
rates of - 1.3, - 9.3, and -4.3 percent 
respectively. The rate of decline 
slowed, however, compared with data 
from the previous year. 

In general, large decreases in traffic 
flows in 1981 were due to substantial 
falls in transport of dry bulk goods, 
such as coal and coke, ores, and con
struction materials. Rail and inland wa
terways tend to be more dependent on 
these goods than road transport. The 
trend, therefore, is for road transport 
to increase its market share at the ex
pense of inland waterways. 

Last year, the first in Greece's EC 
membership, led to a large increase in 
rail traffic to and from the other mem
ber states. Road traffic between 
Greece and the rest of the Community, 
which is more important in tonnage 
terms than rail, also increased, but on 
a smaller scale. 

Funds Released for Britain 
Funds totaling over ECU 1.6 billion 
were released in late March by the 
Commission for investment and infra
structure programs in the United King
dom in the 1981-82 financial year. 
Special infrastructure projects for seven 
regions account for over ECU 1.4 bil
lion, and nearly ECU 19 5 million will 
be used for general road building. The 
new decisions bring the total value of 
supplementary measures for the United 
Kingdom since December 1980 to 
over ECU 3 billion. Such measures were 
agreed following Prime Minister Mar
garet Thatcher's complaints about her 



country's disproportionate contribu
tion to the EC budget. 

In further aid to Britain, a recent de
cision by the European Regional 
Development Fund will release ECU 33 
million to a five-year program aimed at 
promoting new employment-creating 
activities in UK zones adversely af
fected by the recession and restructur
ing of the steel industry. 

Motor Show Rules Exempted 
The EC Commission decided in early 
May to renew an exemption from 
competition rules authorized in 1977 
to the International Permanent Bureau 
of Auto Manufacturers (BPI CA) which 
includes national associations of motor 
vehicles manufacturers, assemblers, 
and importers in 20 European coun
tries. 

TRADE SHORTS 

Farm Agreements Sought 
Authorization to start negotiations on 
multiannual framework agreements in 
agricultural supply with Algeria, Egypt, 
Morocco, and Tunisia has been re
quested by the EC Commission. Such 
agreements would help stabilize sup
plies and outlets, not only for cereals, 
but also for other products such as 
milk products, meat, oils, and fa ts. 

Argentine Import Ban Over 
The EC embargo on Argentine imports 
adopted last April because of that 
country's takeover of the Falkland Is
lands was lifted on June 20 on the 
condition that no further incidents oc
cur. The EC is Argentina's second larg
est customer after the Soviet Union. In 
1980, Argentine exports to the Com
munity amounted to $2.7 billion and 
represented about 27 percent of over
all exports. The Comm unity is also 
Argentina 's largest supplier of goods 
and provides over 27 percent of Ar
gentine importS. 

EC, Japan List Differences 
Following the Community's decision 
to take Japan to the General Agree
ment on Tarrifs and Trade (GATT) be
cause of a trade imba lance, Japan 
asked the Commu nity to specify its 
trade difficulties, and the EC Commis
sion listed its complaints. It stated that 
Japan's policy of not importing goods 
other than raw materials (to any large 
degree) had bypassed the intent of the 

GATT objectives to achieve mutually 
advantageous trade between its mem
bers. The Commission also listed steps 
that should be taken by Japan to "en ~ 
courage imports, such as agreeing that 
public corporations import more, that 
changes be made in the Japanese distri
bution system, and that tariff levels 
and import quotas be reduced. 
Changes affecting quality standards and 
the reserve role of the yen were also 
recommended. 

Tight Money For Soviets 
Finance Ministers agreed in late April 
to place the Soviet Union in a category 
where it would receive less advanta
geous terms for export credits, partly 
as a result of the economic measures 
adopted by most Western cou ntries af
ter Soviet involvement in the Polish 
military crackdown. This position was 
translated into policy at a May meeting 
in the Organization for Economic Co
operation and Development. 

Put on Turkish Yarn Levy 
On another trade front, the EC-Turk
ish Association Council met in Brussels 
in April in a vain attempt to head off a 
dispute between the two parties. T he 
Community later imposed an anti
dumping levy of 12 percent on importS 
of Turkish cotton yarn, and Turkish 
authorities threatened to retaliate by 
restricting shipments of a number of 
products from the Community, includ
ing some steel products. 

EIB Makes Loans 
The European Investment Bank made 
loans in late April to Cameroon and 
Spain for development projects. ECU 
10.7 million was granted to Cameroon 
for the construction, enlargement, or 
improvement of four edible oil mills 
there. For financing of smaller scale in
frastructure works, Spain was granted a 
loan of ECU 20 million. 

Emergency Aid Granted 
Exceptional aid of EC U 300,000 was 
granted in late April to Niger to help 
families of small traders to start up 
their businesses again after losing 
everything in the recent fire that de
stroyed the market in Niamey. Emer
gency food aid of 5,000 tons of cere
als and 500 tons of milk powder was 
provided to Mozambique because of 
drought in the north and torrential 
rains in the south that have destroyed 
part of the 1982 harvest, particularly 
in rice. Tonga was granted ECU 
100,000 as part of a Government pro
gram to assist 45,000 people who lost 
their homes following a cyclone in 
March. 

Development Aid Given 
Over ECU 160 million in grants and 
loans was allocated last March and 
April from Development Fund re
sources. The aid goes to several Afri
can, Caribbean, and Pacific states and 
Overseas Countries and Territories that 
have association agreements with the 
Community. Among the projects to 
benefit are a coffee improvement proj
ect in Ethiopia; dam construction on 
the Senegal River which is a regional 
program for Mali, Mauritania, and 
Senegal; railway improvement in Tan
zania that will benefit Burundi, 
Rwanda, and Zanbia, as well; and 
multiannual training programs in 
Ghana, Sudan, Botswana, Tanzania. 

Sysmin Mining Fund Opens 
A grant of ECU 55 million announced 
in April to Zambia for its copper and 
cobalt industries was the first opera
tion of the new EC Sysmin revenue 
guarantee fund for mining exports 
from developing countries belonging to 
the Lome Convention. This fund is a 
follow-up to the Stabex system which 
covers agricultural products subject to 
declines in export earnings. 

The first transaction involved a low
interest loan to finance most of a mod
ernization project for the Zambian 
mining industry and related facilities. 
The project is expected to be com
pleted in two or three years and is 
aimed at improving the competitive
ness of Zambian mining operations 
and allowing an increase in export 
earnings. 

Belize Accedes to Lome 
The former British dependency of Be
lize in Central America became a mem
ber of the Second Lome Convention in 
early March. With a population of 
about 145,000, Belize became self
governing in 1964 and independent 
last September. It is the 62d African, 
Caribbean, and Pacific state to join the 
Lome Convention and the 11th in the 
Caribbean region. 

Since 1976, Belize and the Commu
nity had had an ongoing program of 
cooperation. Under the Lome agree
ment, in addition to benefiting from 
trade and aid provisions, Belize will re
ceive about EC U 5.5 million in finan
cial and technical cooperation. Discus
sions were expected to begin soon on 
the use of these resources. 

Development Assembly Meets 
About 400 European non-governmen
tal organizations (N GOs) met in late 
March to discuss their cooperation 
with the Community in the field of 
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development, whether in the cofi nanc
ing of projects, th e distribution of 
food or emergency aid, or in informing 
the public about development issues. 

This agreement followed a month
long rour by Chinese energy officials to 
energy plants in most member states. A 
series of talks had also been arranged 
to enab le the Chinese to exa mine tech
nical problems in th e energy sector, in 
parti cular: developments in coa l ex
traction technology; mine safety; coal 
gasificat io n and liqu efac tion; sa fe
guards at hyd roelectr ic dams; refin ing 
methods; and energy savings. 

ECONOMY · 

Between 1976 and 1981 , the Com
munity confinan ced about 1,000 mi
croprojecrs with these organizations. In 
1976 an initial budget of ECU 2.5 mil 
lion was allocated to th e Commission 
for these purposes, and in 1980 the 
annual budget had risen to E u 14 mil
lion. By the end of last year, the Com
munity's total contribution was ECU 

56.6 million out of a total joint invest
ment of ECU 163 million . 

In 1981 , the Community contrib
uted ECU 13.5 million in cofinancing 
for 164 projects; 128 projects had to 
be postponed for lack of funds. T he 
main beneficiary sectors were training 
(32 percent of funds) and agriculture 
(26 percent). The GOs also partici
pated in countries where the situation 
is difficult: 10 projects in Nicaragua, 
four in the West Bank and Gaza, and 
seven in Z imbabwe. 

China Gets Energy Assistance 
A contrac t between China and the 
Community was signed recently for co
operation in the energy fie ld between 
the two. According to th e contract, 
European experts wi ll stay in China un
til October to continue training on en
ergy planning; Chinese managerial staff 
will receive further training at the Joint 
Research Centre in lspra, Italy; and a 
study of methods for evaluating energy 
supply and demand in rural and indus
trial areas of China will be carried our. 

ANEW 

WALL MAP 
OF THE EC, 

including 
Greece. 

Help for Refugees Discussed 
During a recent visit to the EC Com
mission by the United Nations High 
Commissioner for Refugees Poul Hart
ling, he said that the Community was 
the econd largest contributor to this 
UN program . In 1981 the United 
States contributed $138 million, the 
Community $114 million, and Japan 
$52 million. The Comm unity's con
tribution came mainly in surplus food. 

Hartling indicated to the press w hile 
he was in Brussels that the refugee 
population now stand at about 10 mil
lion: 4.5 million in Africa, 2.5 million 
in Pakistan, and the rest in Southeast 
Asia and Latin Ameri a. H e said the 
total is slightly lower than last year and 
noted that the refugee problem in 
Z imbabwe had been resolved and that 
numbers were declining in the Horn of 
Africa. The UN Commissioner also 
said th at the Community's original 
forecast of $7 1 million for Afghan ref
ugees in Pakistan should be in creased. 
The 2.5 million there represents the 
largest concentration of refugees in the 
world. 

Steel Firms Link up 
T he Commission decided in ea rl y April 
to authorize the link-up between the 
French steel companies, Us in or, Saci
lo r, and Normandie. As part of its gen
e ra l nationa li za tion program , th e 
French Governm ent in creased its eq
uity shareholdings in Usinor and Saci
lor from 64.6 percent to 92 .6 percent 
and from 76.9 percent to 86.7 percent 
respective! y. 

T his was a further move in a strategy 
begun in 1978 when the French Gov
ernment decided to acquire ubstanrial 
majority stakes in these two reel com
panies under its restructuring program 
for that industry. At th e time, this was 
co nsid ered a t empora ry operation 
linked to the completion of the pro
gram and both finns were to retain full 
freedom of ac tivity. 

At the end of 1981 when the firms 
decided on increases in thei r capital, 
only the state subscribed, and a a re
sult , its involvemenr was no longer 
tempo~ary. Usinor and Sacilor a lso 
sought authoriza tion from the Com
mission for a joint venture, Societe 
Metallurgique de ormandie (Nor
mandie), which plann ed to acq uire the 
s t ee l-m ak in g di vision of Socie t e 
M eta llurgiqu e et Nava le Dunkerque 

o rmandie. Scrutiny by the Commis
ion of both operations bas bown that 

they w ill not produce negative effects 

Also shown are the 13 countries surrounding the Community, as well as statistical 
graphs comparing the Community, the United States, and the Soviet Union . In full 
color, it measures 102 x 136 em. $4. 
Available from the European Community Information Service, Suite 707 , 
2100 M Street NW, Washington DC 200~7 . 
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on competition, even though the entity 
formed by Usinor, Saci lor, and Nor
mandie will be th e leading producer in 
th e Co mmunity. T he Co mmission 
made its authorization subject to con
ditio ns necessary for maintaining com
petitiveness in the EC market. 

Loans Made to Create Jobs 
A global loan Of DM20 million was 
granted to th e German Westfalenbank 
AG, Bochum , in mid-Ma rch. The 
Westfa lenbank will relend the funds to 
small and medium-sized firms for set
ting up or extending establishm ents, 
principally in North Rhine-Westphalia. 
T he loan is expected to help finance 
in ves tm ent projec ts that will create 
about 400 new jobs in an area affected 
by job loss in th e steel and coal sec
tors. 

Krupp Stah l AG received a low-in
terest conversion loan to finance the 
extension of a bright steel production 
p lant as a replacement for the Siemens
Martin steelworks and the rolling mill 
for sem i-fi nished shee t sreel wh ich 
have been closed down. At least 230 
new jobs wi ll be c reated, partiall y 
compensating for the 600 jobs lost. 

BFSOO million was approved as a 
loan to the Caisse Nationale de Credit 
Professionel for on-lending to provide 
sma ll and medium-s ized Belgian bu i
nesses and craft firms with investment 
fi nance to help create new jobs for 
workers made redundant in the steel 
industry and coalmining. 

About 500 new jobs are expected to 
result from investment projects helped 
by a loan of DM25 million to the 
Bayerische H ypotheken- und Wechsel
Bank AG in Munich. The bank wi ll 
re lend th ese funds to small and me
dium-sized firms for setting up or ex
rending businesses, particularly in the 
central part of th e Upper Palatinate 
which has a high un employmen t rare 
due to the crisis in the steel and coal 
industries. 

EC Oil Bulletin 
The average increase in CIF prices of . 
crude oi l between the end of 1978 and 
late May rhis yea r was 156 percent, as 
a result of decisions taken by th e oil
exporting countries. The pre-tax prices 
of rhe principal oil products (crude oil 
and imported finished products) in
creased by an average of 88 percent 
over the same period. 

The Commission publishes week ly 
bulletins in order to make Community 
oi l markets more transparent, parti cu
larly regarding price information. 

Industrial Output Up 
Industrial production figures released 
in Apri l showed an increase for EC 
member states at the end of Jan uary 
over th e previous month and also over 



January 1981. The figures put produc- particular in the coal, steel, and con
tion at an index of 114.9 against the struction sectors. Any overall increase 
100 level set for 197 5. in 1982 is likely to be less than 1 per 

Production of intermediate and con- cent, said the report, with overall 
sumer goods in 1981 followed the transport activity {measured in ton-ki
decline in industrial output while in- lometers) growing faster than actual 
vestment or capital goods registered an tonnage because of the structural 
increase of .8 percent on top of an changes in the distribution of goods. 
increase of 3.9 percent in 1980. In Jan- A drop of 1.5 per cent in dry bulk 
uary this year German production cargo is expected this year because of 
jumped 5 points while the other major lower demand for steel products and 
countries recorded slight drops, except consequent lower ore and coke move
for Italy which had a 2.5 point m- ments. Other tonnage should grow at 
crease. about 2.5 per cent. Total tonnage of 

Steel Plan Extension Urged 
An extension of the EC steel emer
gency plan was recommended by the 
Commission in late April. Because of 
the continuing crisis in the steel sector, 
Industry Commissioner Etienne Davi
gnon advised that the plan for quotas 
and prices be prolonged for 18 
months. An extension to include steel 
products not originally included in the 
plan was also recommended. 

Forecasts for demand in steel remain 
below 19 81 levels, and experts foresee 
that the steel industry will continue to 
operate below capacity. Production 
quotas and minimum prices were es
tablished by a Community decision to 
stabilize a depressed market character
ized by uncontrolled price compe
tition. 

Transport Outlook Given 
Activity in road transport is expected 
to grow in 1982 while rail and inland 
waterway carryings will decline, ac
cording to an economic outlook for 
1982 for freight transport released by 
the EC Commission. 

Total inland transport declined by 
0.4 per cent in 1980 and by an esti
mated 2.7 per cent for 1981. Growth 
in freight transport tonnage depends 
on general economic activity and in 

construction material will remain at 
the 1981 levels, assuming there is some 
increase in public spending on con
struction. Manufactured production is 
expected to grow by 3.5 per cent. 

The market situation for road, rail, 
and inland waterways is influenced by 
their dependency on dry bulk cargo. 
Dry bulk represeins about 30 per cent 
of the traffic in road transport, but is 
over 60 per cent of rail and waterway 
traffic. Rail traffic may drop by 1 per 
cent, in spite of an increase in general 
ecbnomic activity, while road carry
ings, which serves a wider spread of 
traffic, are expected to grow by at least 
2 per cent. The resulting market shares 
in 1982 will probably be 40 per cent 
for road, 44 per cent for inland water
ways, and 16 per cent for rail. 

Unempioyment Still Rises 
Unemployment in the Community 
climbed a total of 450,000 during Jan
uary to 10.7 million, according to fig
ures released by the Commission in 
mid-February. The rise affected all 10 
member states and brought the per
centage of jobless to 9.7 per cent. A 
rapid rise in Germany brought the fig
ure there to nearly 2 million, a rate 
close to those of France and Italy. 
Registered unemployed persons in the 
United Kingdom were about 3 million. 

MARKETPLACE 

AGRICULTURE 

Feed Restrictions Proposed 
After years of discussion on the issue, 
the EC Commission recently proposed 
restrictions on imports of livestock 
feed products into the Community. 
The new plan would limit imports of 
Asian manioc to 5.9 million tons in 
1982, approximately the same level 
imported in 1981, and would put a 
ceiling of 3 million metric tons on the 
duty-free imports of corn gluten from 
the United States, slightly higher than 
the amount shipped in 1981. 

Both actions stemmed from requests 
by cereal growers who argued that 
such imports should be limited if the 
Community is also trying to limit inter
nal production of cereals used for live
stock feed. The issue has been dis
cussed for years with Thailand and In
donesia concerning manioc, and the 
duty-free ceiling with the United States 
comes at a time of intense debate over 
farm trading practices (see page16). 
The EC Commission suggested that 
compensation should be offered to the 
United States in return for limiting the 
zero duty on corn gluten. 

Surplus Prevention Proposed 
A temporary system of preventive 
withdrawal from the market of dessert 
apples and pears that expired last year 
was proposed as a permanent measure 
by the EC Commission in late April. A 
report on the 1979-80 marketing year 
showed that the system had these ad
vantages: it relieved the market of sur
pluses at the start of the marketing pe
riod, which had a stabilizing effect on 
prices; it enabled produce meeting the 
lowest quality standards to be with
drawn; and withdrawals were made at 
a lower price than if intervention had 
occurred later in the season. 

If quantities which can be with
drawn from the market are known in 
advance, the system works to facilitate 
disposal of them in free distribution to 
charitable institutions, schools, and 
hospitals; use for non-food puposes; 
use in animal feed; and distillation. 
Previously, disposal of surplus produce 
has often not been decided until the 
moment of sale when the fruit must be 
used quickly while it is still fit for con
sumption. 

ENVIRONMENT 

Recycling Congress Held 
Each year aboi.1t 2 billion tons of waste 
materials are generated in the Commu
nity, and the annual rate of increase is 
from 3 to 5 percent. Between 70 and 
90 percent of this waste could bf:: re
used, but up to 90 percent is usually 
thrown away. A discussion of the recy
cling problem was taken up by the 
Third International Congress on Waste 
Recycling held in Berlin in late April. 

With the growing shortage of raw 
materials and rising energy and raw 
materials prices, the recycling problem 
is of growing importance. For exam
ple, the Community imports between 
80 and 90 percent of its iron, tin, and 
zinc requirements, and 60 percent of 
its paper and cellulose. Most of the 

Conimunity's waste contains poten
tially valuable substances, such as 
metal, glass, rubber, oil, textiles, paper. 

Environment Group Meets 
The Committee of International Devel
opment Institutions for the . Environ
ment (CIDIE) met in Brussels in late 
April to discuss implementing a dec
laration signed in 1980 by nine devel
opment financing institutions and the 
Community which linked environment 
to economic development. The com
mittee members noted increasing ac
ceptance of the idea that environment 
and development are inextricably 
linked and pointed out evidence of its 
application in the context of develop- , 
ment policies and programs financed 
by their institutions. 
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BOOKS 
Europe periodically lists books dealing with Community and Atlantic top
ics. Prices are also given when known. This presentation does not indicate 
approval or recommendation of these publications, which can be purchased 
or ordered from most booksellers. 

Foreign Tax Planning. By Marshall J. 
Langer, ed. Practising Law Institute, 
New York, 1982, 654 pp. $25.00. 

Course handbook for 1982 Foreign 
Tax Planning Program in the United 
States. Topics highlighted are US 
Model Income Tax Treaty, definition 
and status of aliens and non-residents, 
withholding tax on payments to for
eign persons, and protection of US as
sets of foreign investors. 

The Other European Community: 
Integration and Co-operation in Nor
dic Europe. By Barry Turner and Gun
ilia Nordquist. Weidenfeld & Nichol
son, London, 1982. 307 pp. $30.90. 

An appraisal of the attempts of the 
individual Scandinavian countries to 
work together through the Nordic 
Council. Describes the origins of 
Norden; the development of social de
mocracy; lack of economic unity and 
the effects of recession; movement to
wards industrial and cultural democ
racy. 

Vacation Study Abroad. Edited by 
Gail A. Cohen. Institute of Interna
tional Education, New York, 1982. 
180 pp. $8.00. 

Contains 900 spring, summer, and 
fall study programs offered by US col
leges and universities and foreign and 
private sponsors. Programs for all ages 
are described in detail. 

US College-Sponsored Programs 
Abroad: Academic Year. Edited by 
Gail A. Cohen. Institute of lnterna-

tiona! Education, New York, 1982. 
191 pp. $8.00. 

Describes over 800 semester and ac
ademic year study-abroad programs 
sponsored by US colleges and universi
ties. Includes basic facts about study 
abroad, details of specific programs, 
and bibliography. 

In Italy: Postwar Political Life. Edited 
by Furio Colombo. Karz Publishers, 
New York, 1982. 240 pp. $29.95. 

Italy's party, union, and financial 
leaders, through interviews, review 
postwar policies and current political 
crises in Italy. Discusses the Catholic 
and Socialist parties, Italian Commu
nism, and the economy. Interviews 
with former Prime Minister Guilio 
Andreotti and others. 

The East European Economies in the 
1970s. Edited by Alec Nove, et al. 
Butterworths & Co., Boston, 1982. 
353 pp. 

Traces development of economic 
policy in Eastern Europe, examining 
reforms of the 1970s. Various authors 
offer individual country studies on the 
Soviet Union, East Germany, Poland, 
Czechoslovakia, Hungary, Bulgaria, 
Romania, Yugoslavia, and Albania. 

Price Control and the Maintenance of 
Purchasing Power in Western Europe. 
European Trade Union Institute, Brus
sels, 1981. 109 pp. 

Description of mechanisms which 
can limit or alleviate the negative ef
fects of inflation on wage and salaries; 
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begins by analyzing calculation of price 
indices in Western Europe, then de
scribes price control mechanisms in 16 
European countries, and the positions 
and strategies of national trade union 
organizations. 

Britain's Top 2,000 Private Compa
nies 1982. Jordon and Sons, Ltd., Lon
don, 1982. Available from Gale Re
search Co., Detroit. 264 pp. $78.00. 

Provides statistical summaries of the 
financial and operating performance of 
the 2,000 private British companies 
with the highest sales last year. Twelve 
tables rank the companies according 
to various criteria. 

A History of European Integration, 
Vol. 11945-47: The Formation of the 
European Unity Movement. By Wal
ter Lipgens. Oxford University Press, 
New York, 1982. 723 pp. $98.00. 

Chronologically follows the begin
nings and early development of the 
movement toward integration in Eu
rope; outlines situation immediately 
following WWII and examines federal
ist groups in Western Europe and the 
effects of the East-West conflict. 

Current Issues in Ship Financing. By 
Joni L. Nelson, ed. Practisihg Law In
stitute, New York, 1981. 560 pp. 
$25.00. 

Course handbook for a 1981 pro
gram on ship financing held in New 
York. Issues raised included aspects of 
acquisition and financing of vessels in 
Panama, Sweden, and the United King
dom; trends in flags of convenience, 
and questions on ship financing insur
ance. 

The Economics of the European Com
munity. Edited by A. M. El-Agraa. St. 
Martin's Press, New York, 1980. 338 
pp. $37.50. 

A basic analysis of the EC; gives gen
eral background information about its 
development, institutions, and policies. 
Discusses the theory of customs 
unions and effects of the formation of 
the EC on member states and the 
world. Also deals with hidden barriers 
to trade and problems of policy co
ordination and harmonization. 

US Foreign Policy and the Third 
World, Agenda 1982. By Roger D. 
Hansen et al. Praeger Publishers, for 
the Overseas Development Council, 
New York, 1982. 249 pp. $7.95. 

Latest in the Council's series of an
nual assessments of US policy toward 
the developing countries. Stresses view 
that the United States must not con
sider the developing countries solely in 
an East-West framework and proposes 
initiatives in several areas: reappraisal 
of "national security," liberation of 
trade policies, food policy, and devel
opment assistance. Statistical annexes 
included. 

The Economies of the Balkan Coun
tries. By Nicholas V. Gianaris. Praeger 
Publishers, New York, 1982. 188 pp. 
$23.95. 

Reviews the economies of Albania, 

Bulgaria, Greece, Romania, Turkey, 
and Yugoslavia, and examines trends 
toward closer cooperation among 
them. Evaluates them in teims of 
planned and market economies, re
sources and productivity, and in rela
tion to the EC and Comecon. Includes 
historical background and tables. 

Parry and Hardy: EEC Law~ Second 
Edition. By Anthony Parry and James 
Dinnage. Oceana Publications, Inc., 
Dobbs Ferry, NY, 1981. 531 pp. 
$50.00. 

Consisting of largely new material, 
this second edition covers the Euro
pean Court of Justice and the legal or
der of the Community; the free move
ment of goods, persons, capital, 
transport, and intellectual property; 
short reviews of other Community 
policies; ahd aspects of the Communi
ty's external relations, including a sur
vey of EC agreements with third coun
tries. 

NATO: Final Communiques 197 5-
1980. NATO Information Service, Brus
sels, 1981. 159.pp. 

Texts of final communiques issued 
by ministerial sessions of the North 
Atlantic Council, the Defense Planning 
Committee, and the Nuclear Planning 
Group. Includes synopsis of communi
ques and names of chairmen of ses
sions. 

Political Life and Institutions in Nor
way. By Jon Gunnar Arntzen and Bard 
Bredrup Knudsen. The University of 
Oslo, Oslo, 1980. 151 pp. 

A concise overview of Norway's his
tory, geography, and political system. 
The structures and functions of the 
different branches of Government are 
examined, as well as interrelationships 
between different political institutions. 
International issues......:....the EC, security 
policy, and Soviet relations-are also 
covered. 

EEC Dairy Facts & Figures. Milk 
Marketing Board, Surrey, UK, 1981. 
195 pp. $3.50 prepaid. 

Nineteenth edition. Detailed refer
ence for examining and interpreting 
current developments in the produc
tion, distribution, and consumptions 
of milk and milk products in the EC. 
New in this edition is information on 
major dairy organizations in member 
states, details of EC cheap sales of 
butter, and information on expenditure 
under the EAGGF Fund. 

European Integration: Select Interna
tional Bibliography of Theses and 
Dissertations, 1957-1980. Second 
Edition. By J. P. Siemers; Martin us 
Nijhoff Publishers, London, 1981. 
Available from Kluwer, Boston, Inc. 
412 pp. $99.00. 

Extensive bibliography of theses and 
dissertations on European integration, 
with an emphasis on the EC. Subjects 
cover history, politics, law, finance, in
dustry, agriculture, transport, and 
more. Indexes are arranged by subject 
group and keywords. Titles in English, 
German, Italian, Japanese, and other 
languages. 



The European Community: A Guide 
for Business and Government. By 
Brian Morris et al. Indiana University 
Press, Bloomington, Indiana, 1982. 
303 pp. $32.50. 

Attempts to explain European Com
munity law and bureaucracy in practi
cal terms, providing overviews of all 
broad areas of European constitution 
and policy. Arranged for reference, 
more than 500 subjects are listed with 
relevant Community information, 
names and addresses. Contains ex
planatory charts of how Common 
Market policies actually work in prac
tice. 

European Interest Groups and Their 
Relationships with the Economic and 
Social Committee. By the Economic 
and Social Committee of the EC. 
Saxon House, UK, 1980. Available 
from Renouf USA, Brookfield, VT. 
464 pp. $74.50. 

Examines the structure, role, and ac
tivities of 22 Community umbrella in
terest-group organizations, especially 
their decision-making style and mem
bership, organizational aims, and chan
nels through which they can influence 
the Community's legislative and execu
tive work, and their links with the 
Economic and Social Committee. In
cludes list of sources. 

Reports of the European Communi
ties, 1952-77: An Index to Authors 
and Chairmen. Compiled by June 
Neilson. Mansell Publishing, Ltd. , 
New York, 1981. 561 pages. $48.00. 

Lists published reports of the Euro
pean Communities by author's or pre
siding chairman's surname. Full biblio
graphic details included, English and/ 
or French translations of titles, and 
specific subject index. Subjects empha
sized are agriculture, commerce, eco
nomics, education, industry, and law. 

The Multinational Automobile Indus
try. By George Maxcy. St. Martin's 
Press, New York, 1981. 290 pages. 
$32.50. 

Looks at multinational enterprises 
using the example of the world auto
mobile industry. Includes discussion on 
the multinational enterprise in general, 
the development of the multinational 
automobile industry, and the state of 
that industry in various economies. 

Political Change in Europe: The Left 
and the Future of the Atlantic Alli
ance. Edited by Douglas Eden and F. 
E. Short. St. Martin's Press, New 
York, 1981. 163 pages. $22.50. 

Series of essays examining the ad
vance of left-wing parties and groups 
in Europe and its effect on the rela
tionship between Western Europe and 
the United States. Topics include the 
British Labour Party and trade unions, 
the French left, the West German So
cial Democrats, and European and 
American attitudes. 

Environmental Law Symposium. Edit
ed by Peter Schroth. American Bar As
sociation, Chicago, 1981. 256 pages. 
$25.00. 

First volume in a projected annual 
series. Consists of articles by attorneys, 
professors of law, and engineers. Sub
jects covered are oil pollution in inter
national waters, toxic chemicals and 
hazardous wastes, prevention of sig
nificant deterioration, US waters, and 
advice to attorneys on handling an en
vironment case. 

Greece at the Polls: The National Elec
tions of 1974 and 1977. Edited by 
Howard Penniman. American Enter
prise Institute, Washington, D.C., 
1981. 220 pages. $15.25 cloth, $7.25 
paper. 

Account of Greece's return to de
mocracy; chapters deal with political 
modernization in Greece, the new elec
toral law, the political parties and 
campaigns, as well as foreign policy is
sues important in the elections. 

Accounting Systems and Practice in 
Europe. Second Edition. By K. Mi
chael Oldham. Gower Publishing, 
1981. Available from Renouf USA, 
Inc., Brookfield, VT. 271 pp. $51.00. 

Survey of the aims and practices of 
the accounting systems in the main 
trading nations of Europe. Considers 
recent developments at both national 
and European level, EC harmonization 
and special areas of conflict. New 
chapters on Greece, Portugal and 
Spain included. 

International Marketing Data and 
Statistics, 1982. Seventh Edition. 
Euromonitor Publications, Ltd., Lon
don, 1982. Available from Gale Re
search Co., Detroit. 330 pp. $170.00. 

Comparative statistical data for 100 
countries, measuring 60 factors of 
population, trade, etc. Sections include 
production, economy, consumption, 
housing, health, and education. Coun
tries arranged by region . 

European Marketing Data and Statis
tics, 1982. Eighteenth Edition. 
Euromonitor Publications, Ltd., Lon
don, 1982. Available from Gale Re
search Company, Detroit. 350 pp. 
$1 70.00. 

Reference for up-to-date statistics 
and information on social, economic, 
and consumer trends in Europe. Cov
ers 26 countries in Eastern and West
ern Europe; sections include popula
tion, employment, production, 
standard of living, leisure and tourism, 
market sizes. Country profile, including 
map, provided for each country cov
ered. 

After the Second Oil Crisis: Energy 
Policies in Europe, America, and Ja
pan. By Wilfrid L. Kohl. D.C. Heath 
& Co., Lexington, MA, 1982. 297 pp. 
$29.95. 

International contributors explore 
the impact of the 1979 oil price shock 
on industrial nations' needs and poli
cies. Examines change in world de
mand for oil, prospects for alternate 
forms of energy, and new energy poli
Cies. 

TBIWOBLD 
DBI108UPBIG 
OUTLOOI 
A one..day conference 
for anyone in, 
or thinking of entering, 
the international marketplace 

September 23, 1982 
New York City 

The World Demographic Outlook Conference, 
sponsored by International Demographics, will be held 
September 23, 1982, at New York City's Roosevelt Hotei. 

Through presentations and the opportunity to 
meet with experts in international demographics, 
participants will examine: 
• What worldwide and regional trends are emerging 
• How these trends will affect American business abroad 
• Why The Wall Street Journal moved into Asia-and 
what you can learn from its experience 
• Where to find reliable sources of international data. 

Speakers will include the Director of the U.S. 
Census Bureau, the Vice President of Dow Jones, and 
the Director of Research International New York. 

The conference fee of $280 includes refreshments, 
lunch, and a manual containing worksheets, handouts, 
and transcripts of presentations. 

Attendance is limited, so register now by calling 
Ellen Marsh at 607/273..6343. Or you may return the 
registration/information form. 

Please reserve _ __ registrations @ $280 each for The World 
Demographic Outlook Conference. (Please make checks payable 
to International Demographics.) 

D Check enclosed D Bill me/ my company 

D Please send more information 

Name 

Title - --- -------------- --

COmpany ____________________________________ __ 

Address ______________________________________ _ 

City /State / Zip 

Return to International Demographics, Box 68, Ithaca, NY 14850. 

E u R 0 P E July-August 1982 55 



The Community's Bookshelf 

To order the publications listed below, please check the desired 
items and fill out the order blank. Mail to the European Com
munity Information Service, 2100 M Street, NW, Suite 707, 
Washington, DC 20037, (202) 862-9540. In the New York 
area copies can be ordered from the European Community 
Information Service, 245 East 47th Street, New York, NY 10017, 
(212) 371-3804. Telephone orders are also welcome. 

0 About Europe. Commission, Brus-
sels, 1982, 23 pages ............ ......... .free 
Basic brochure on the hl:;torv. institu
tions and policies of the EC.. Aimed at 
the scumdarv schoollcuel and auailah/e 
in hulk. . 

0 Publications of the European Com
munities: Catalogue 1981. Office of 
Official Puhlicarions, Luxembourg, 
1982, 63 p:1ges ................. .... .. ..... .. free 

0 Aims and Priorities of a Common 
Research and Development Policy: 
Study. Economic and Social Commit-
tee, Brussels, 1982, 59 pages .. ....... free 

0 Kenya-European Communities 
Cooperation. Europe Information 
.Deuelopment, Cornmissjon, Brussels, 
December 1981, 15 pages .. .... ....... free 

0 Coffee, Cocoa, Bananas. European 
I nfonnatirm Development, Commis
sion, Brussels, January 1982, 18 
pages .......... ....... .... .. ..................... free 
Summary of Community trade policies 
for three tropical product:;. 

0 Public Opinion in the European 
Community. Luro-haromctrc No. 16, 
Commission, Bmsscls, December 
1981, 176 pagcs ....... .... ...... .... ....... free 
Results of the survey conducted in Oc
tober and Nouemher 1 9 8 1. 

0 The European Community Textile 
Industry. European File No. 7!8 2, 
Commission, Brussels, April 1982, 7 
pages .... ...... .. ..... .. ........................ . free 

0 The European Community's En
ergy Strategy. European file No. 8! 8 2, 
Commission, Brussels, April 1982, 7 
pages ............................................ free 

0 The European Community and 
State Aids to Industry. European File 
No. 9j82, Commission, Brussels, May 
1982, 7 pages ....... ............... .......... free 

0 Public Opinion and Europe. Euro
pean Pile No. 10/82, Commission, 
Bmssels, May 1982, 7 pages .......... free 

0 Agriculture and Foreign Policy. 
European Comntunity News, No. 101 
8 2, Press and Information Service, 
Washington, D.C., April 1982, 12 
pages ..................... ....................... free 
Speech by Claude Villain. Director
General for Agriculture of the Commis
sion at the University of Minnesota, 
April 30, 1982, on US-EC agricultural 
trade. 
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0 Trade Relations Between Industri
alized Countries in Times of Crisis. 
European Community News No. 11 I 
R 2, Press and Information Service, 
Washington, D.C., May 1982, 8 
pages . ............ .. .......... ... ........... ..... free 
Speech hy Sir Roy Denman, Director
General (or External Relations of the 
Commission. to the 1-louston Chamher 
of Commerce, May 8, 1982. 

0 European Coal and Steel Commu
nity Financial Report 1980. Commis
sion, Luxembourg, 1982, 
53 page~ ........ ...... ..... .... ................ free 
Report on the 1980 borrowing and 
lending adiuities of thC' f(.SC and the 
main characteristic:; of the balance 
sheet. 

0 Eleventh Report on Competition 
Policy. Commission, Bmssels, 1 982, 
194 pages ..... .......... ... .... .... ....... $ I 0 . .50 
Report on the applicatirm of" compe
tition rules to enterprises, state aids, 
and the delidopment of concentration 
in thC' EC in 1980. 

0 Catalogue of Community Legal 
Acts and Other Texts Relating to the 
Elimination of Technical Barriers to 
Trade for Industrial Products and the 
Nomenclature for Iron and Steel 
Products (Euronorm). Commission, 
Brussels, 1981 , 112 pages .. ...... ... $5.40 
List of dircctiues a de 1pted mzd pending 
proposals, with ref"crenas to their 
publication in the Official journal of 
the EC. 

0 The Second ACP-EEC Convention 
and Related Documents. Council, 
Brussels, 1981,549 pagcs ......... .. $.5.10 
Texts of the cmwention, signed at 
Lome on October J 1, 1979, minutes 
and declarations appe1ldcd during sig
nature, and declarations made during 
the negotiations, 

0 Investment in the Community 
Coalmining and Iron and Steel Indus
tries: Report on the 1981 Survey. 
Commission, Luxembourg, 1982, 107 
pages .. ......... .... ......... .... ........... $19.00 
Situation at january 1, 19 81. I nforma
tion on actual and forecast capital ex
penditure and production potential of 
coal and steel sectors in the memher 
states. 

0 Study of the Evolution of Con
centration in the UK Data Processing 
Industry With Some International 

Comparisons. Fvolution of L'oncelltra
tion and competition series: No. 43, 
Commission, Brussels, I 98 I, 206 
pages ......... ......... ................... .... 57.25 
Study of the data processing industry 
with particular emphasis on the United 
Kingdom. lucludcs company profiles, 
political and legal aspects of national 
policies affecting the comtmtcr industry, 
mzd market shares for hoth hardware 
mzd softr.l.'are. 

0 International Sectoral Comparisons 
Including Analyses on the Beverages 
Industries in Germany and Europe. 
Euolutimz of concentration and compe
tition series: Nos. A44 and 844, Com
mission, Brussels, 1 9SO. 
Vol. 1: General Theory and Empirical 
Research Applied ro the European ln
dnstry-The lkverages Case. 270 
pages ................... ...... ...... ...... .... $9.50 
Vol. 2: A Studv on Evolution of Con
centration in the gevcrages Industry in 
the Federal Republic of (;crmany, 138 
pages ................... .... ......... ......... $6.25 
Volume I is a general reuieu· of the Eu
ropean i11dustry h,zscd on the method
rJ!OJ:,')' deuiscd hy Remo Linda for mea
suring cmrcentratiu1z. \"ohmzc 2 
ccmtains more detailed data. by com
pally, mr the heucrage industry in \Vest 
Germany. ' 

0 Planning Vocational Preparation 
Initiatives for Unemployed Young 
People. European Centre for the 
Dcvelopmenr of Vocational Training, 
Berlin, J 982, 143 pages .... .......... $2.90 
1--Jandbook, hased mz exf)erienccs and 
uicws of tnactitlmzcrs and pulicy-mak
C'rs, to assist in the preparation of uoca
tiond trai11ing projects and programs. 

0 Report on the International Code 
of Marketing of Breastmilk Substitutes 
Adopted by the World Health Assem
bly. Working Dowment No . .54 I / 81, 
European Parliament. Luxembourg, 
September 30, 198 t, l9 pages ...... $.50 
Report by Luciana CastclliJh1. 

0 Fisheries: Catches by Region 1968-
1980. Statistical Office, Luxembourg, 
1982, 229 p<lges ..... .. .. ....... ....... $\<J.OO 

0 Demographic Statistics 1980. Statis
tic~! Office, Luxembourg, 1982, 179 
pages ........ ... .. ... .. ... ............. .. ... S I 2.00 

0 National Accounts ESA: Detailed 
Tables by Sector 1970-1979. Statistical 
Office, Luxembourg. 1982, 323 
pages ... .... .. ...................... ... ..... $22.00 
Yearbook 1981. 

0 EC Raw Materials Balance Sheets 
1979. Statistical Office, Luxembourg, 
1981, 33 pagcs ....... ... ........ ......... $2.70 
Supply balance sheets lor 20 mineral 
rau• materials showing degrC'e of exter
nal dependence and sdf-suf{idency. 

0 Regional Statistics: The Communi
ty's Financial Participation in Invest
ments 1980. Statistical Office, Luxem-
bourg, 1982, 5J p.lgcs ........ .. ...... $5 .00 
Regional dispersion of Community 
funds through its various fin,mcial in
struments intended to promote ref::_>ional 
development. 

0 Transfer and Exploitation of Sci
entific and Technical Information. 
EUR 77 I 6, Commission, Luxem-
bourg, 1982, 363 pages ... ......... $26.50 
Proceedings of a s;.rntposium held in 
Luxemh()urg, june 10-12, /981. 

0 Grants and Loans From the Euro-. 
pean Community. European Docu
mentation No. 7-8 / 19 81, Commission; 
Brussels, 1 981, 83 pages ................ free 
Describes the Community's financial in
struments for socio-economic develop
ment, their objectives, operation, and 
criteria for eligibility. 

0 European Investment Bank. Euro
pean Investment Bank, Luxembourg, 
January 1982, 6 pages ................... free 
Leaflet on the objectives, resources, and 
operations of the F.! B. 

0 Fifteenth General Report on the 
Activities of the European Communi
ties in 1981. Commission, Brussels, 
1982, 344 pages .... ., ................. .. $7.00 
l'rouides a general picture of Commu
nity activities ouer the past year. 

0 The Agricultural Situation in the 
Community: 1981 Report. Commis
sion, Brussels, 1982, 419 pages. $21.50 
Analysis and statistics on the general 
situation and market outlook for agri
cultuml products. 

0 Customs Tariff 1982. Official jour
nal of the European Communities, Vol. 
24 , L 33S, Office of Official Publica
tions, November 23, 1981, 382 
pages ............................. .......... $17.00 

0 Twenty-Eighth Review of the 
Council's Work. Council, Brussel~ 
1981, 289 pages ......................... $7.60 
Ctwers the period January-December 
1980. 

0 Programme of the Commission for 
1982-83. Commission, Brussels, 1982, 
43 pages .................................... $1.50 

0 Yearbook of Regional Statistics 
1981. Statistical Office, Luxembourg, 
1981, 258 pages ....................... $27.40 
Regional data on population, employ
ment, social indicators, economic aggre
gates, (!C<momic sectors, and Commu
nity investment aid. 

Order Blank 

Please send me the free items checked. 
Please send me the sales items checked 
and 
OBill me 

[]My check for$ -~------··-- · -
i~ enclosed. 

Na1ne 

t\ddress 

Zip 



The Community in the World 

Basic Statistics 

COMMUNITY SIZE AND PLACE IN THE WORLD 1980 

Eur 9 

Area (thousands of square 

miles) .... . .. .............. 589 

Population (millions) .......... 260.5 
Total Civilian Labour Force 

(millions)* . . . . . . . . . . . . . . . . . . 109.5 

%Agriculture* . . . . . . . . . . . . . . 7.7 

% Industry* . . . . . . . . . . . . . . . . 38.9 

%Services* . . . . . . . . . . . . . . . . 53.4 
% Unemployed . . . . . . . . . . . . . . 6.2 

Birth Rate (per 1 ,000)* . . . . . . . . 12.2 
Death Rate (per 1 ,000)* 10.6 

United States 

3,600 

223 

102.9 

3.6 

31.4 

65.1 
7.1 

15.8 
8.7 

Japan 

142 
117 

55.9 

11.2 

34.9 

53.9 

2 

14.2 

5.9 

Greece 

50.6 

9.5 

3.4 

30.8 

30 
39.2 

1 .1 

15.7 

8.7 

• 1976 data 1979 statistics Source: European Communities Statistical Office (SOEC) 

PRODUCTION SELECTED INDUSTRIAL PRODUCTS 1979 

Eur 9 United States Japan Greece 

Crude Oil (1 ,000 

tons) ••• 0 ••••• • •• ••• • 87,300 479,000 450 0 

Petroleum Products 

(million tons) ... ... .... 524.3 716.9 226.2 14.8 

Newsprint, Paper, Board, 

Pulp (1 ,000 tons)** ..... 24,094 53,397 16,500 196 

Cement (million tons) 0 0 0 135 70.5 87.8 12.1 

Crude Steel (1 ,000 

tons) 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 140,195 126,111 111,748 1,000 

Passenger Cars (1 ,000 

units) 0 o 0 o o o o o o o o o o o I 10,598 8,434 6,176 0 

.. 1978 statistics Source: SOEC, FAO 

PRODUCTION SELECTED AGRICULTURAL PRODUCTS 
1979 

Eur 9 United States Japan Greece 

Cereals (1 ,000 tons) 0 0 113,417 299,257 870 4,093 
Beef and Veal ( 1 , 000 
tons)** • 0 ••••• 0 ••••• 6,383 11 '137 403 120 
Milk (1 ,000 tons) 0 0 0 0 0 104,136 56,074 6,450 1,695 
Eggs (1 ,000 tons) I 0 0 0 3,958 4,077 1,990 137 
Pork (1 ,000 tons)** 0 0 0 9,282 6,050 1,284 119 
Cattle (1 ,000 head) 0 0 0 77,969 110,864 4,120 976 
Pigs (1 ,000 head) .... 75,275 60,000 9,491 830 

.. 1978 statistics Source: SOEC, FAO 

GROSS DOMESTIC PRODUCT 1980 

Eur 9 United States Japan Greece 

GOP (billion $) o o o 0 o 0 I 2,749.1 2,556.7 1,046.1 41 

% increase from 1979 

(in real terms using '75 

standard) •• 0 •• 0 •••• 0 1.5% - 0.1% 5.0% 0.75% 

Ratio of exports to 

GOP . .............. 11.3% 8.6% 13.8% 7.30% 

Ratio of imports to 

GOP ............... 13.7 9.6 13.8 18.1 

Source: OECD, USDC, SOEC 
*Greece is a 1979 figure) 

EXTERNAL TRADE 1980 =IMPORTS ~EXPORTS 
(million$) 
377,477 --
----

311,979 ---
-----------
--
--

-----
---
----

EC U.S. Japan Greece (1979) 



Get in on the adventure, thrills and discovery of The 1982 World's Fair. 

If you miss it this year, 
you've missed it forever! 

Starting May 1, there will be more to see 
and do in Knoxville, Tennessee, than 
anyplace else on earth. 

The 1982 World's Fair will have 
over 40 corporations and 19 nations 
exhibiting. That's more international 
participation than in any of the last 
three World's Fairs in the United States! 

The response is already extraordinary. 
Plan now to be there! 
Start with a soaring ride to the top of the 
Sunsphere!M That huge, glittering gold and glass 
ball, 27 stories up, is the Sunsphere. From inside, 
your view of all 70 bustling acres of Fairground is 
breathtaking! Explore 5 levels of walkways filled 
with restaurants and shops. 

BULLETIN: A history-making 
exhibit from the People's 

Republic of China. The 
People's Republic of China 
hasn't exhibited at a World's 

Fair since 1904. The long 
silence finally ends in 

Knoxville. The Chinese 
will be there with 
spectacular artistic 

creations dating from the 14th century B.C., plus 
a remarkable piece of the Great Wall! 
Parades and photogenic critters. Around the 
Fairgrounds, marching bands and troubadours 
will cross your path. So will costumed "critters," 
who put a friendly paw around your kids while 
you take pictures. 
Meet a friendly robot who 
takes you to Japan. 
At the Japanese exhibit, 
robotic machines greet you 
and escort you to a theatre 
in motion. You'll get the 
sensation of sailing down a 
river in Japan. 

From pickin' and stompin: to 
symphonies and ballets. 
An aerial gondola will take you to the 
Fair's Folk Life section. There will be 
15 events daily, from bluegrass and 

gospel, to fiddle contests! Elsewhere 
you'll find symphony orchestras from 

Atlanta and Austria. And ballets from 
Houston and Japan. There will also be 

top performers, including Bob Hope, 
Johnny Cash, Hal Holbrook 

and Peter Nero! 

Munch a lumpia, a poofer, or a 
lup chong bow. Exotic cuisine 
will constantly tempt you. Sample 
lumpia -a fried Filipino roll 
stuffed with meat and vege
tables. For dessert, have a 
German poo{er or Belgian 
waffle. Or try Chinese lup 
chong bow, Spanish 
{ritatas, or Japanese shumai. 

From hotels to houseboats, you'll find lots 
of lodging. Over 30,000 hotel and motel rooms 
around the Knoxville area will provide traditional 
lodging. But there are also over 4,000 other 
choices including cozy private homes, dorm
itories, houseboats and luxurious condominium 
apartments, all within 50 miles of the Fair! There 
are also 10,000 campsites with magnificent 
views in the nearby Great Smoky Mountains. 
You'll find accommodations at every price range. 

Make plans now! With an anticipated 
60,000 visitors every day, the earlier you make 
reservations, the better. Call (615) 971-1000 
for hotel and motel information, or 
(615) 971-4000 for information on other 
kinds of housing. Don't wait till it's 
too late. Because on October 31, the Fair 
ends forever. 

© 1982 KIEE 
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THE 1982 WORLD'S FAIR™ /MAY 1-OCTOBER 31/KNOXVILLE, TENNESSEE 

Knoxville! You've got to be thereT~ 


