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PUBLISHER’S
LETTER

fact, it’s an Airbus! What’s an Airbus? It’s one of the passenger jets

built by Airbus Industrie, the four-nation European aerospace consor-
tium. The consortium came into being 13 years ago to offer a European chal-
lenge to Boeing and McDonnell Douglas, the American aircraft industry gi-
ants. And in those 13 years Airbus has done just that.

In our cover story, Paul Lewis, Paris-based economics correspondent for
the New York Times gives a profile of Airbus and explains the significance of
its recent coup in attracting an order from Pan Am airlines for 28 new Airbus
jets. Lewis cites the super-strong dollar and the weakness of European cur-
rencies as factors which helped the consortium beat out Boeing for the Pan
Am contract, thus establishing an important beach head in the U.S. market.
He reports that the Airbus sale has helped dispel some lingering doubts about
Europe’s technological prowess and has provided a ray of hope in Europe’s
otherwise generally gloomy economic year.

There is some other good news on Europe’s economic front. Although the
E.C.’s unemployment rate averaged 11.3 percent in September, Western Eu-
rope’s economies, which have stagnated in recent years, are expected to
grow this year and next. In addition, consumer prices in the 12 months ending
in August 1984 rose by only 6.9 percent, the lowest year-to-year price gain
since 1972. However, none of these statistics belies the fact that Europe’s
fledgling economic recovery has been painfully slow to take wing, especially
by contrast to the speedy and spectacular recovery in the United States. Why
is this so? Michael Emerson, a senior economist for the E.C. Commission in
Brussels, suggests in this issue that those who would make comparisons be-
tween economic performance in the United States and the E.C. might want to
take note of Aesop’s fable about the tortoise and the hare.

Despite their significant economic differences, both the E.C. and the
United States share a huge stake in the future of international trade. What
does that future portend? Richard Lawrence, trade reporter for the New
York-based Journal of Commerce, says the main trade questions that will face
the U.S. Administration next year will be whether or not to try again for ex-
port control legislation, to grant protection to the U.S. machine-tools industry
and to ask Japan to restrain its car sales in the United States. The Adminis-
tration is also expected to step up its efforts to lay the groundwork for an-
other round of trade negotiations to include talks on liberalizing trade in ser-
vices and capital. In a related article, freelance writer John Starrels looks at
some of the pros and cons of launching another trade round in the near fu-
ture.

In place of our guest column we are pleased to publish an article by retir-
ing Representative Larry Winn, Jr., the ranking Republican member of the
House Foreign Affairs Subcommittee on Europe and the Middle East and for
many years co-chairman of the delegation of the U.S. Congress to the Euro-
pean Parliament. He reflects on his experience and puts forward some
thoughtful and timely suggestions on improving the working relations between
the two bodies.

Our member state report in this issue spotlights the Federal Republic of
Germany and its rich political and cultural life. McGraw-Hill correspondent
Peter Hoffmann reports that “Berlin Is In,” a city coming into its own as one

of Europe’s cultural capitals. .
ghhy

I ook....Up in the sky!....It’s a bird. . .. No, it’s a plane. . .. Yes, in
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AROUND

THE

CAPITALS

AMSTERDAM
A Princely
Salary

he 17-year-old Dutch

crown Prince, Willem Al-
exander, has been in the news a
great deal this fall and his al-
lowance has been the subject of
many debates in parliament.
The Prince will turn 18 next
April and that makes him eligi-
ble for the throne under the
present constitution.

In fact, however, the Prince
is unlikely to succeed his
mother, Queen Beatrix, before
quite some time. Beatrix is 47
and both her mother, Juliana,
and grandmother, Wilhelmina,
reigned until nearly 70 or over.
Willem Alexander will be the
first Dutch King since 1888,
when King Willem the Third
died.

Under the latest budgetary
legislation, the young Prince
will receive an annual allow-
ance of 910,000 guilders
(about $300,000), beginning
next April. This has caused
somewhat of an outcry, mostly
from the small left-wing par-
ties in parliament, who do not
believe that a teenager—royal
or otherwise—should be given
an allowance so large. They
find it exorbitant in a period
when the nation is tightening
its belt, and almost 1 million
unemployed people are living
on small allowances.

Prime Minister Ruud Lub-
bers has explained to parlia-
ment that out of the $300,000,
less than $60,000 is really sal-
ary since the rest goes to pay
for a palace, a chauffeur, a
leased automobile and general
representation expenses.
While Lubbers admitted that

18 years of age was young—
even for a Prince—to dispose
of such a large sum of money,
he told members of parliament
that changing the age would
require a constitutional amend-
ment.

Willem Alexander is now
completing a two-year course
at the Atlantic College at
Llantwitt Majore in Wales,
England, where he rooms with
three other young men, includ-
ing two from developing coun-
tries. The rector of the college,
former British Ambassador to
Finland Andrew Stewart, sees
to it that the Dutch Prince is
treated like all other pupils.

Lubbers has told parliament
that Willem Alexander will join
the Dutch armed forces next
year for 18 months and then
complete his studies at one of
the Dutch universities before
taking up representative duties
at home and abroad. The
Prince probably will serve with
the Royal Marines. A good
horseman, the Prince’s favor-
ite sport is jumping. His entou-
rage calls him a “friendly, ex-
troverted and considerate
young man.”—NEL SLIS

LUXEMBOURG
A Center for
Conferences

o the list of cities—Lon-
don, Washington, Paris,
Geneva, Vienna and Brussels

oyal Dutch Information Service

—that can claim to be true
international meeting places,
you may soon be able to add
the name of Luxembourg.
That, anyway, is the ambition
of the Government and the city
authorities here and it is credi-
ble enough to encourage a re-
markable surge of investment
in new top-class hotels. The
Hotel Royal—Luxembourg’s
first five-star hotel—has just
opened in the heart of “Eu-
rope’s Wall Street.” It will be
followed by a 346-room Inter-
continental early next year,
and there are reports of a new
Hilton and others going ahead
later in 1985.

A glance at the map of Eu-
rope establishes Luxembourg’s
first claim as an international
conference center. You could
hardly get much closer to the

©

geographical heart of the Euro-
pean Community if you figured
it out with a calculator. Politi-
cally, Luxembourg has the vir-
tue of smallness—its entire
population is no greater than
that of hundreds of European
and American cities. And it is
already the effective financial
seat of the E.C. with a greater
concentration of banks than
any other country in Europe.
None of this would amount
to much were it not for Luxem-
bourg’s most compelling single
asset where conference-plan-
ners are concerned, namely
the existence of a huge, ultra-
modern and painfully underuti-
lized assembly chamber. Never
mind that the complex with all
its sophisticated translation,
communications and confer-
ence facilities, was built with
other ideas in mind. It stands
today, handsome but largely
untenanted, as the beacon for a
potential flood of planners,
thinkers and speakers, be they
concerned with footwear dis-
tribution or nuclear disarma-
ment. In the past 12 months,
the chamber has been rented

Designed to house the European Parliament, planners now hope to
make the Kirschberg center an attraction for international conferences.
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by, among others, the World
Anti-Communist League, the
NATO Parliamentary Assembly
and the European Community
as a venue for negotiations
with developing countries.

You will embarrass your
Luxembourg hosts if you ask
precisely why such an excel-
lent building should stand there
without a permanent tenant.
The blunt truth is that it was
put up to house the European
Parliament after the first di-
rect elections to that institu-
tion in 1979. But the planners
got their timing wrong. The
building was not ready in time
and the Parliament perforce
had to sit in Strasbourg whose
tireless wooing of members of
the European Parliament since
then has enshrined it as the de
facto permanent seat.

Luxembourg has abandoned
neither its legal nor its moral
claim to be host to the Parlia-
ment, but the realities are such
that a search for new custom-
ers for the assembly building is
imperative. And certainly the
25 years in which Luxembourg
has served as home for many
E.C. institutions have be-
queathed genuine assets. “We
have a very fine set-up here,”
says Colette Flesch, leader of
the Liberal Party and former
Foreign Secretary. “Language
and communications are not a
problem. The problem in the
past was hotels, but now that’s
solved.”

The non-Luxembourger
may be forgiven for suspecting
an awkward ambivalence in the
country’s ambitions. It wants
to retain its grip on the E.C.
institutions, while at the same
time proclaiming itself as an
international convention city.
The two could be at odds with
each other. For three months
of the year—April, June and
October —Luxembourg be-
comes the official seat of the
E.C.’s Council of Ministers.
This is an activity which quite
obviously gets Luxembourg’s
name in the newspapers, but
may be of doubtful economic
benefit. More to the point, per-
haps, it effectively shuts off the
Kirschberg conference center
to outside customers during
those months.

Similarly the 2,600-strong
secretariat of the European
Parliament maintains its pres-
ence in Luxembourg, now le-
gally entrenched there by a rul-
ing of the European Court of
Justice. The economic value of

ithis for the Grand Duchy is not

in dispute. But its future is
hardly assured, the court rul-
ing notwithstanding. The
trickle of parliamentary and
political group staff toward
Brussels and Strasbourg seems
relentless. Some of Luxem-
bourg’s friends think the coun-
try would do best to drop its
claims on the European Parlia-
ment and E.C. Council and re-
group its energies for a sus-
tained drive to put the city
firmly on the international con-
ference map.—ALAN OSBORN

LONDON
A Conflict

Of Mines

f ever a personal conflict was

destined for the history
books, that between Arthur
Scargill and Ian MacGregor is
the one. It is not just that they
intensely dislike each other,
which they do. Nor that as
president of the National
Union of Mineworkers and
chairman of the National Coal
Board they have been on op-
posing sides of one of the most
bitter industrial battles in 20th-
century British history, which
they have. Above all, it is the
attitudes and ideologies which
they embody which has made
their struggle so titanic and
absorbing.

In a quite perfect way, this
former miner from the small
Yorkshire town of Barnsley and
this Scottish émigré turned
successful American business-
man represent the two sharply
opposed beliefs on how to pro-
vide economic prosperity and
political freedom which have
been tugging at British society
since the end of the last war.

This is why the outcome of
the interminable miners’ strike
in Britain could be so important
for the future. A victory for
Scargill and his belief that
profit and loss should have no

bearing on the future of the
coal industry would be a tre-
mendous fillip for left-wing So-
cialists in Britain, whose influ-
ence on British industry and
politics has been drastically
eclipsed by unemployment and
two electoral victories for
Prime Minister Margaret
Thatcher’s Conservative
Party.

A triumph for MacGregor,
on the other hand, would be a
vindication for the view that no
group of workers can escape
the basic laws of the market
economy. Thatcher has dedi-
cated her entire period in gov-
ernment to trying to educate
the British people that the
route to national prosperity
lies in accepting the rules of
the marketplace and that self-
help and entrepreneurial effort
can achieve far more for a na-
tion than any government.

All the polls suggest that
while the British people may
not have fully digested yet the
pure doctrine of Thatcherism,
they are far from sympathetic
to the methods and aims of
Scargill. Most have been re-

© UPI

Miners’ union chief Arthur
Scargill: orator and
uncompromising leader.

pelled by his encouragement of
mass picketing whose purpose
is to deter any possible drift
back to work. Daily television
news has carried scenes of
bloody conflict between pickets
and police who have been
forced to respond to violence
with a degree of force quite
alien to the traditional image of
the British bobby.

To Scargill—son of a Com-

munist and trained in leader-
ship and oratorical skills by the
Communist Party—police are
merely giving a public exhi-
bition of the brutality of a cap-
italist state which is usually
hidden by the velvet glove. He
believes that the miners are
doing the entire working class
a service by exposing the real-
ity of capitalism and that, as a
result of their struggle, more
workers will rally to the cause
of overthrowing it and replac-
ing it with Socialism.

Although one third of his
union has resolutely remained
at work, he has managed to get
formal support for the miners’
cause from the trade-union
movement and the Labor
Party. Though increasingly re-
spected, he is widely disliked
by union leaders and Labor
politicians who fear the dam-
age that his totally uncom-
promising leadership is doing
to public opinion.

And yet, MacGregor is far
from having captured the
hearts and minds of the British
people. While many of his pub-
lic statements would be totally
unexceptional in the United
States (where his business ca-
reer carried him to the presi-
dency of Amex, the metals cor-
poration), his wooden delivery
and apparent reluctance to ac-
cept that the strike is about
anything other than Scargill’s
determination to overthrow
Thatcher have not won the
Coal Board as much under-
standing and public support as
he would have wished.

For whatever Scargill’s
deeper political purpose, and
those who know him know that
he has one, the strike has been
fermented in miners’ fears for
the future of their jobs. With |
unemployment over 11 per-
cent, men who otherwise
would have fought against hav-
ing their sons follow them into
their tough and dangerous un-
derground labor, have instead
subjected themselves and their
families to enormous financial
and personal hardship in an at-
tempt to resist pit closures.

If the market economy had
been delivering its promised
rewards somewhat more
swiftly, the strike may never
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have happened. Until it does
so, Scargill and the hard left in
Britain will continue to mine a
seam of worker discontent,
while the wider British public
will remain skeptical about
putting all their faith in
MacGregor and his philosophy
of business.—JoHN WYLES

ROME
Traffic Jams
Are Legendary

Enormous traffic jams have
paralyzed almost every
part of Rome this fall. Rather
than there being a few serious
blockages, cars virtually every-
where have been unable to
cover more than a mile or two
an hour. People on buses
trapped in the jams have found
bus drivers rigidly obeying
rulebooks that say they may
not open the doors between
stops, even though they may
be half an hour for a few hun-
dred yards between each
other.

Those who have reached
their offices and have decided
to do their communications by
telephone have run into prob-
lems too. A somewhat haphaz-
ard check by the telephone
company SIP of who had and
had not paid their June-July
bills (irrespective of whether
they had since paid their bills
for August-September) led to
hundreds of thousands of sub-
scribers being cut off.

The resulting chaos has led
to protests in the newspapers,
but so far no official action,
either by the Campidoglio, the
City Hall, or the telephone
company, has been taken. Each
evening infuriated groups of
Romans trudge through the
rain to bus stops, then spend an
hour or more in crowded buses
as they inch through the traf-
fic.

Rome’s traffic problems are
particularly bad in the early
autumn, when business is at
full steam while there are still
many tourists and the immense
buses that transport them. But
the underlying fact is that city
administrations for years have
done virtually nothing to deal

with the fact that each year
there are more and more cars
on the roads of Rome. There
are no plans for inner-city ring
roads—which admittedly
would have a devastating im-
pact on such a densely popu-
lated and beautiful city as
Rome—or, more important,
for closing off further areas of
the city to cars, with the excep-
tion of one or two projects
which most people think would
make the difficulties worse.

The basic problem is politi-
cal. The administrators of the
city dare not challenge the
wish of every Roman to take
his car into or near the center
of the city, even though Rome,
while having only a rudimen-
tary subway system, has
masses of buses driven with
enormous determination and
general patience by tough bus
drivers. The result is that the
main arteries, not to mention
the side streets, are crammed
with parked cars, often two or
three abreast, virtually block-
ing the road. Police rarely is-
sue parking tickets and illegally
parked cars usually aren’t
towed away.

Why don’t the city fathers
ban the entry of private cars to
the entire center of the city
and force people to use the
potentially excellent bus ser-
vice? Because the city govern-
ment, which is a coalition led
by the Communist Party, is
afraid that the shopkeepers—
who believe they benefit from
the right of everybody to drive
their car into the center—will
vote in larger numbers for the
neo-Fascist Italian Social
Movement. So do the opposi-
tion (and centrist) Christian
Democrats. So neither govern-
ment nor opposition dares
change anything.

—JAMES BUXTON

ATHENS

New Relations
With Israel

Greece’s relations with Is-
rael, which slumped dra-
matically after the Socialist
Government came to power
three years ago, are gradually

improving, although there are
no clear signs yet that Prime
Minister Andreas Papandreou
intends to formally recognize
Israel. A recent trip to Athens
by officials from the Israeli
tourist authority was given dis-
creet publicity—in contrast to
last year, when a visit by a
senior Israeli Foreign Ministry
official on the eve of Greece’s
first European Community
presidency was kept a closely
guarded secret.

Greece, the only member of
the Community which does not
have full relations with Israel,
resisted pressure from its E.C.
partners to upgrade diplomatic
ties during its presidency. In-
stead, the ruling Panhellenic
Socialist Movement (PASOK)
signed an accord with Syria’s
Ba’ath socialists which in-
cluded a harshly worded con-
demnation of Zionism.

Even under past conserva-
tive Governments, Greek-Is-
raeli relations had always been
edgy. Greece prides itself on
its friendships with the Arab
world, rooted in ancient mer-
cantile relationships and toler-
ance of the Greek Orthodox
communities in Arab cities. Pa-
pandreou developed close ties
with the hardline Arab states
during PASOK’s years in opposi-
tion and Israeli tourists arrivals
in Greece plummeted in 1982
when Papandreou denounced
the invasion of Lebanon.

Now, however, the atmo-
sphere is noticeably different.

The Acropolis.

Papandreou sent a congratula-
tory telegram to Prime Minis-
ter Shimon Peres and the
Greek and Israeli Foreign Min-
isters held a private meeting in
New York during the U.N.
General Assembly. Earlier this
year, the Socialists gave their
blessing to a project organized
by the Jewish community in
Salonica, Greece’s northern
capital, in memory of more
than 60,000 Greek Jews who
perished in the Holocaust. A
senior Culture Ministry official
joined a Greek delegation to
the opening of a center for
Greek studies at Jerusalem’s
Hebrew University, funded by
the Salonica community.

But apart from the diplo-
matic noises, it now looks as
though Greece and Israel may
soon start exploiting the New
Testament heritage they share
in order to attract more tour-
ists to both countries. The en-
ergetic Greek Tourist Organi-
zation Secretary, Nikos Skou-
las, is anxious to boost the
quality of tourism here as
Greece currently attracts too
many low spending package va-
cationers, he says.

He wants to broaden the ap-
peal of tours “in the steps of St.
Paul” which regularly draw
high-income specialist groups
into a joint Greek-Israeli ven-
ture that will bring more up-
per-income bracket visitors.
St. Paul traveled through much
of mainland Greece, as the
Book of Acts tells, and deliv-
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ered a sermon on the Acropolis
in the shadow of the Parthenon
in 51 A.D.

At the same time, Greece
would like to cater to more
Israeli tourists, who also have a
reputation as high spenders, by
organizing specialized tours.
Apart from Salonica, which
was once called the ‘“Mother of
Israel” for its flourishing Jew-
ish community, there are im-
portant Jewish monuments in
half a dozen still-picturesque
Greek provincial towns. The
outlook is promising—Israeli
visitors to Greece this year will
probably total more than
50,000—a 40 percent in-
crease over 1982.—KERIN
Hore

BRUSSELS
Belgians and
Their Food

his is the time of the year

when one’s mail box gets
jammed with invitations to the
opening of new restaurants—
or the reopening of existing
ones. What Belgians call “the
eating season”’ begins in the
late fall and lasts . . . well, a lot
of people would say into next
year’s late fall, but in fact there
is a brief interval while the
cordons bleus prepare the an-
nual feasts based on game from
the Ardennes.

An obviously impressed
American tourist once re-
marked that “‘the Belgians eat
in November as if to prepare
themselves for a winter of
hibernation—and go on doing
so every day until spring. A
casual visitor, strolling through
Brussels’” many french-fries
shops, fruit stands and choco-
late counters might conclude
this is a city of large and undis-
criminating stomachs. It is at
best half true. Belgian cuisine
has been described as a cross
between German appetites and
French cooking, but that de-
means it. The best restaurants
are a match for any in the
world.

Incredibly, there are over
3,000 restaurants in Brussels
and some streets in the city

of nothing else. “Eating out” is
not an occasional treat for Bel-
gian families—it is established
routine. The tradition has
evolved some remarkable
establishments so that Brus-
sels today is second only to
Paris in the number of stars
awarded its restaurants by the
Michelin Guide.

Rightly or wrongly, the Bel-
gians have been called the
world’s greatest eaters of
french fries which they claim to
have originated. “We were
making them when the French
were using potatoes as pig
feed,” says a Belgian food his-
torian. They also must rank as
the world’s most enthusiastic
‘ mussel eaters, not to mention
chocolate connoisseurs. Few
| tourists leave Belgium without
{a box of hand-made, fresh-
| cream chocolates. A recent
| guide for English tourists
‘claimed that Belgian ‘‘black
| sausage and ‘frites,” washed
down with Trappist beer and
| followed by cream-filled choco-

|

Displayed above are just some of the delicacies offered to the gourmet
by the countless restaurants in Brussels.

lates is as good a feast as you
will buy on any street in the
world.”

More ambitious eaters claim
that you can find better tem-
pura, goulash and paella in
Brussels than in any of the
countries which originated
those dishes. But for real gour-
mets, the joy of Belgian cuisine
lies in the Flemish-influenced
preparation of local caught
meat and game. Often cooked
in beer, the best-known dishes
include boeuf belgica, car-
bonnades flamandes, civet de
lievre a la flamande (hare with
onion and prunes), waterzoot
de wvolaille (chicken in cream
sauce), Stuffed pigeon and
pheasant and the various treat-
ments of fish—most notably
anguille au vert (eels) and the
ubiquitous mussels.

Belgian wine is not, frankly,
world famous, but the rever-
ence that might have been ac-
corded it is lavished on the
traditional beers, most notably
the scrupulously fermented

products of Trappist and other
monks. It is said that you could
drink a different beer every
day of the year in Brussels,
though serious drinkers stay
loyal to their favorite labels,
sipping it like cognac.

There can’t be many cities in
the world where newspapers
regularly “review” new chefs
and dishes and where a new
restaurant can rise as quickly
as a hit record. Nor can there
be very many customers else-
where for chocolate easter
eggs at $100 each. The large
international community in
Brussels may be responsible
for the amazing variety of the
restaurants in the city, but it is
the Belgians themselves who
have elevated the business of
eating and drinking to such im-
pressive levels.—ALAN OSBORN

COPENHAGEN
Struggle for
The Airwaves

he Danes still have only

one nationwide television
channel and one radio network,
albeit with three channels. And
the advertising industry claims
that Denmark is the only coun-
try in Europe outside the East-
ern bloc where there is abso-
lutely no access to commercial
television in any form—with
the hardly flattering exception
of Albania, a country few
Danes feel any kinship for.

The situation is all the more
surprising because it was one
of the key elements in the elec-
tion platform of the present
conservative-liberal Govern-
ment two years ago—and this
year—to break the state mo-
nopoly on broadcasting. But
the Government is paying the
price of not having a clear ma-
jority in parliament.

The Radical-Liberal Party, a
middle-of-the-road party which
supports the Government on
all vital economic issues,
refuses to accept commercial
radio and television. So do the
Socialist parties, and, though
the ideological points of depar-
ture are different, the reason-
ing is similar. Advertising will
exert influence on the selection

Bnter are literally composed
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of programs and perhaps even
the editing of the news, they
claim,

To Americans used to spon-
soring and fiercely indepen-
dent reporters and editors, this
may seem odd. To many Danes
it seems ridiculous, because
the most popular U.S. soap op-
eras are on the air anyway—
without sponsors or advertis-
ing. The Socialists want a sec-
ond television channel and new
radio network, but insist that
they be financed by the present
subscription system. The Gov-
ernment refuses to dismantle
the monopoly of the state net-
work without allowing com-
mercials. There is thus a politi-
cal stalemate.

But it may not last for long.
By special permission, experi-
mental radio and television sta-
tions now abound on the local
level—many run by newspa-
pers. Some have managed to
work with sponsors, and,
though the Socialists have re-
acted strongly, opposition
seems to be crumbling.

As so often is the case in
Danish politics, the decisive in-
fluence may come from outside

the country. In 1986, direct-
broadcast satellites will be in
orbit, and a Danish law prohib-
iting reception of "their pro-
grams is now in the process of
repeal. The satellites will
broadcast German, British and
French programs. English and
German, at least, are so widely
spoken in Denmark that the
Danish audience and market
may be of interest to advertis-
ers. In that case, the veto on
advertising in the electronic
media will be technologically
outdated.

The Danish advertising in-
dustry is even considering as-
sisting the establishment of a
special channel in Danish on
the planned Radio Luxem-
bourg satellite, which is also
expected to be operational in
1986. Major Danish corpora-
tions claim that they will lose
business on the Danish market
if viewers defect to foreign net-
works with advertising prices
out of reach of the relatively
small Danish corporations.
Some kind of compromise
seems certain no later than the
middle of next year. Danish
politics tends to accept the in-
evitable.—LEIF BECK FALLESEN

I could not let pass one par-
ticular statement by Dale
Sherwin, a representative of
the corn wet-milling firm of
A.E. Staley, in your “Point-
Counterpoint” treatment of
the corn gluten feed issue
(Europe, July-August,
1984).

His assertion that ‘‘the
U.S. sugar-support program
does not subsidize production
of high-fructose corn syrup”
is absolute nonsense. That is
like saying that the jump in
oil prices after the OPEC em-
bargo has not helped the
price of coal, hydro-electric
power and other energy
sources.

The corn wet-milling in-
dustry benefits directly from
two protectionist policies of
the United States. First, the
sugar program provides an
extraordinarily generous
price umbrella for high-fruc-

LETTER TO THE EDITOR

tose corn syrup and the in-
dustry’s other sweetener
products. Second, the federal
fuel-tax exemption for alcohol
fuels and the large tariff on
imported fuel alcohol protect
the wet millers’ alcohol mar-
ket.

The result is that the corn
wet-milling companies are re-
ceiving higher prices for
sweeteners and alcohol than
they would in the absence of
protectionist government
policy.

To me that looks like a
subsidy—one that the gov-
ernment makes consumers
pay to the corn sweetener
industry every time they go
to the grocery store or the
gas station.

Nicholas Kominus

President

U.S. Cane Sugar Refiners
Association

Robert Hersant’s holdings include the Figaro and France Soir
newspapers.

PARIS
The Power
Of the Press

he power of the press has

scored a major victory in
the latest round of the French
Government’s battle to ban
newspaper monopolies. The
Socialist Government drafted a
law last December designed to
open up newspaper ownership,
prevent newspaper empires
and guarantee journalists the
right to objectivity.

The law took a record-
breaking 10 months to debate
in Parliament and sparked a
storm of public opposition. The
Government of President
Frangois Mitterrand claimed
the press law was simply an
effort to improve France’s
record 40 years after the last
attempt to control press own-
ership and practices.

The Communications Minis-
ter Georges Fillioud said that
France was the only demo-
cratic country in the world that
had failed to pass legislation to
protect the independent press.
But the Government was
quickly accused of using the
law to cripple one of its most
vocal critics, press tycoon Rob-
ert Hersant.

Hersant owns three major
Paris dailies controlling 39 per-
cent of the nation’s readership.
He controls 14 percent of the
regional press. As a conserva-
tive and open critic of the So-

© Susan Rielley

cialist Government, Hersant
became a cause celebre of the
parliamentary right-wing oppo-
sition which claimed Hersant
was the real target of the new
press law.

The law made it illegal for a
single person or group to own
more than three national dai-
lies representing more than 15
percent of nationwide reader-
ship. It limited ownership of
regional circulation to 15 per-
cent of the total. It said a single
person or group was banned
from simultaneously owning
both provincial and national
dailies.

Hersant, with 10,000 em-
ployees in his array of newspa-
pers, was affected by all three
clauses of the press law. He
faced having to dismantle the
press empire that he built up
from one automobile magazine
he owned in 1950. Today his
holdings include the working-
man’s France-Soir and the
anti-government Le Figaro
and L’Aurore newspapers in
Paris.

When the right-wing opposi-
tion in Parliament proposed
2,598 time-consuming amend-
ments to the law, the Socialist
majority retaliated with a mo-
tion that cut off debate. In Sep-
tember, the Socialists finally
pushed the legislation through
after 10 months and a record-
breaking 73 straight days of
argument.

The final twist, however,
came after the parliamentary
procedure was over and the
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routine legal review by the
Constitutional Council
(France’s equivalent of a Su-
preme Court) determined the
law was partly illegal. The legal
authorities ruled the law could
not affect existing press own-
ership. Hersant’s empire could
be frozen, but he could not be
forced to dismantle it, the

The council also ruled that a
watchdog committee empow-
ered to penalize violators of the
law was unconstitutional as
well. The watchdogs, however,
can go ahead with other func-
tions, including public disclo-
sure of press ownership and
ensuring journalists a say in
editorial policy.

France is left with some
guarantees for the future of
independent press ownership
that may help to stem the
dwindling number of newspa-
pers. Meanwhile, the current
domination of “Citizen Kane
Hersant” is maintained and
French newspapers—includ-
ing the financially beleaguered
Le Monde—will get back to
the pressing issues of how to
survive economic hard times.
—BRIGID JANSSEN

DUBLIN
Clashing
Over Fish

eaders of The Irish

Times were shocked one
morning to read the headline:
“Naval Service Sinks Spanish
Trawler.” The Irish navy, a
modest fleet of fishery patrol
vessels, has a proud record of
never having sunk a ship in
anger. Hence the general
amazement.

As the story unfolded, how-
ever, it looked as though the
record might still be intact.
The Spanish trawler, Sonia,
had sunk all right, about 50
miles off Lands End, but seven
hours after the engagement
with the Irish navy’s ship
Aisling which had intercepted
it about 30 miles inside the
Irish fishing limits.

When the Sonia failed to
stop, the Aisling gave chase
and fired 586 rifle and ma-
chine-gun rounds. The chase

went on for five hours until the
Sonia escaped into British wa-
ters. The Aisling turned back,
but seven hours later, soon af-
ter midnight, she picked up a
distress call from the Sonia
saying it was sinking in heavy
seas. RAF. helicopters rescued
13 of the crewmen and a Ger-
man freighter picked up the
remaining three, who were
later landed at an Irish port.

Then the recriminations
started. The navy said the So-
nia had tried 10 times to ram
the patrol ship, whose captain
had ‘“‘decided not to escalate
the incident” by using his main
armament, a Bofors cannon.
The rescued Spanish crewman
said the bridge of the trawler
had been shot to pieces and the
hull was like a sieve. This was
why the trawler had sunk.

Then the row moved into
the diplomatic sphere. The
Foreign Ministry in Madrid
said the incident was “grave,
highly inopportune and regret-
table.” The Basque regional
government said it was “intol-
erable.” The Irish Foreign
Minister, Peter Barry, de-
scribed the trawler actions as
“gravely irresponsible.”

For the Spanish Govern-
ment, the incident could hardly
have come at a more embar-
rassing time. Only several
weeks earlier, Prime Minister
Felipe Gonzalez had been to
Dublin to urge his Irish coun-
terpart, Garret FitzGerald, to
ensure that Spain’s negotia-
tions to join the E.C. finished
on time. (Ireland currently
holds the presidency of the
E.C. Council of Ministers.) One
of the main sticking points was
the future access of Spanish
trawlers to Irish and other E.C.
countries’ waters.

In fact, the Spanish Ambas-
sador in Dublin had tried to
radio the Sonia during the bat-
tle with the Aisling to tell it to
stop and allow itself to be
boarded. He later was reported
in the Spanish press as ““apolo-
gizing” to the Irish authorities
for the Sonia’s conduct. This
drew a sharp rebuke from the
Madrid paper E! Pais, which
went on to call for the Ambas-
sador’s resignation. Privately,

conceded that the Ambassa-
dor’s action had been helpful in
defusing the situation with
Dublin.

Unfortunately for Spain’s
negotiators, they were in Lux-
embourg two days after the
sinking of the Sonia arguing
the case for their fishermen
with the E.C. Foreign Minis-
ters. The Irish were in an un-
yielding mood and insisted on
keeping Spanish trawlers out-
side the 50-mile zone for at
least 10 years after joining the
E.C.

The Irish waters are rich in
hake, the favorite fish of many
Spaniards. Their catches at
present in these waters are es-
timated at $200 million annu-

ally and are such a lucrative
business that the fishermen
have set up a system of pooling
the fines of the unlucky ones
who get caught. It can work
both ways. The Irish navy
reckons that the fines levied on
Spanish poachers, about
$30,000 a time, just about pay
for the service’s overhead. The
arrests also give the navy its
main excitement in an other-
wise dull existence.

One of the Sonia’s crewmen
sees it in bleaker terms. He
commented: “The sea of Ire-
land is a zone where our ances-
tors and we ourselves have
fished for a long time. What are
we to do, let our families die of
hunger?”’—JoE CARROLL

the Foreign Ministry in Madrid

& EEEEESEEEREEDDREEDEE Y

1 Speak ®erman
like a Diplomat!

What sort of people need to learn a foreign language as
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U.S.-E.C. RELATIONS/TRADE

NEW TRADE ROUND:
PROS AND CONS

SHOULD TALKS BE OPENED ON SERVICES,
INDUSTRIAL POLICY AND THIRD-WORLD

ACCESS TO MARKETS?

JOHN STARRELS

hould the West enter into a new

round of trade negotiations? Until

recently, views were mixed. At the
June 1984 economic summit in London,
Western leaders chose not to set a date
for such talks. Instead, the final communi-
qué agreed only to further consultation
on the possible objectives, arrangements
and timing for a new round.

But should the West hold such a meet-
ing—the first since successful conclusion
of the Multilateral Trade Negotiations
(MTN) in 1979? Not surprisingly, the ex-
perts are divided. Some of them have
reservations about the idea. Consider
these comments by Robert D. Hormats,
former U.S. Trade Representative in the
Carter Administration and a key player in
the MTNs: “There is little doubt that a
balanced reduction in international trade
barriers and subsidies—in which the
United States and all other major trading
countries participate—is needed. Today,
however, in the absence of a consensus in
this country or internationally on pre-
cisely what to negotiate or what sort of
reductions can successfully be achieved,
it is hard to imagine that a trade-liberaliz-
ing negotiation begun in the near future
would have a chance of success.”

A slightly more optimistic view,
though, is expressed by another former
negotiator in the MTN talks, Thomas R.
Graham: ““‘Such a negotiation promises to
be even more drawn out than the last
round in view of the issues which must be
negotiated,” he begins. “But there is an
argument to be made in favor of a process
which keeps the multilateral momentum
toward trade liberalization moving for-
ward.” Indeed there is. And that’s just
what the advocates of a new round ar-
gue—with an important twist.

The London Economist, which favors a
new trade round because, among other

things, it could pull down onerous trade
barriers, continues: “‘one virtue of pulling
down . .. barriers is the effect it would
have on the Third World’s billionaire
debtors. They can no longer service their
debts by borrowing more foreign ex-
change from the banks; they must now
earn it from exports.” New trade agree-
ments, negotiated on a multilateral basis,
might help NICs obtain desperately
needed access to Western markets.

“There has been a great deal of talk
about the possibility of a new round of
trade negotiations,”’ says Sir Roy
Denman, head of the E.C. Commission’s
Delegation in Washington, D.C. “The Eu-
ropean Community is not opposed to it.
But as we found in the four-year long
Kennedy Round in the 1960s and the six-
year long Tokyo Round in the 1970s,
worldwide negotiations on this scale are
not quickly or easily organized. There will
be a meeting in Geneva in November to
assess the results of the two-year work-
ing program started by the General
Agreement on Tariffs and Trade (GATT)
ministerial meeting in November 1982.
And we have suggested a meeting of
senior officials in Geneva next year to
consider the various possibilities for fu-
ture action including a new round. But
having been in the business some time we
think it quite essential that before we
start a new round, we should be clear on
what precisely we are going to discuss
and that we have the right players on
board. Otherwise we would risk a failure
which could set back the cause of trade
liberalization by some years.

The agenda for a new MTN has to be
broad. Opponents and proponents do not
yet agree on the agenda which will be
negotiated—if and when those talks con-
vene: trade in services, industrial policy,
agricultural exports, newly industrializing
countries’ (NIC) access to Western mar-
kets and Western access to theirs and,
most importantly, issues for a potential
role in a new negotiations round.

Trade in Services

The United States is pressing for inclu-
sion of trade in services, but the lesser
developed countries have doubts. The
key battle to be waged in the future will
be over how to facilitate trade in services
such as banking and insurance. ‘“We are
talking about the need for multilateral
negotiations on how to conduct trade in
fields which run the gamut from construc-
tion, banking and engineering to trans-
border data flows,” explains one expert.
Opening up Western markets to manufac-
tured goods and agricultural products has
been hard enough. If anything, given the
increased importance of trade in services,
such agreements may be even harder to
negotiate.

Industrial Policy

The post-World War II system of free and
open trade has been a resounding suc-
cess. But there are growing indications
that Western countries are backing away
from the liberal principles upon which it
was founded. Kevin P. Phillips, noted po-
litical analyst makes just this point in his
new book, “Staying On Top”: “During
the last 10 years, the role of the govern-
ment in global trade has increased along
three lines: business-government part-
nerships, countertrade or barter and ne-
gotiation of voluntary export restraints.”

And governmental efforts to organize
the economy in a manner which suppos-
edly enhances national trade performance
—export subsidies, for one instance, the
imposition of ‘“‘voluntary” import re-
straints, for another—may be at the
heart of the problem. At the June 1984
Summit, the United States indirectly re-
ferred to these concerns in calling for
future negotiations on ‘‘high-technology”
sectors which enjoy the support of their
governments. If there is to be a new trade
round, these sectoral policies, from
bailouts of the steel and textile industries
to the ‘“dumping” of agricultural sur-
pluses, must be addressed. It won’t be
easy.

Agricultural Exports

According to international food experts,
no more than 24 million people provide
close to one-fourth of the globe’s food.
The result? Three-quarters of the world’s
food exports are generated from this
small number of people—who just hap-
pen to engage in agriculture in America,
Europe and Japan. There are two funda-
mental problems posed by this situation:
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How successful a new round of trade-liberalizing negotiations would be is hard to assess:
the increasing importance of trade in services and the growing role of government in bailing
out old industries could provide major stumbling blocks.

the implications of this division of labor on
NICs, to be addressed presently, and the
more immediate trade implications which
confront the West in its effort to address
the challenge of agricultural trade. “The
crunch will be whether America and the
E.C. can establish a set of procedures
governing their export competition in ag-
ricultural goods in third country mar-
kets,” explains Thomas Graham. The
MTN was bereft of progress in this sensi-
tive arena. Perhaps a more chastened
West can effectively address the issue in
the next trade round.

The NICs

The global economy of the 1980s and
1990s is no longer the sole province of
the West. Increasingly, Europe, Japan and
the United States are being forced to
respond to the aspirations of the newly
industrializing countries, namely Brazil,
Mexico, India, Taiwan and South Korea.
One indication of the NICs’ new role is to
be found in trade. Third-World countries,
taken as a whole, earned a whopping
$323.6 billion in trade last year, accord-
ing to the International Monetary Fund
(IMF). Alternatively, these nations paid
out $476.9 billion for interest payments
on their loans and for imports. And most
of that money went into Western coffers.

It would be difficult to underestimate
the significance which Third-World trade
has for the West. In 1983, the United
States aione transacted $155.4 billion of
its international business with those
countries or one-third of America’s total
exports and imports. The message is not
lost on the West. Surging manufactured
goods exports from the NiCs clearly worry
Japan, the E.C. and the United States.
The challenge posed by the newly emer-
gent economic giants must be met and a
solution that moves the Nics and the West
toward freer trade must be found.

It is also clearly in the West’s interest
to promote greater market openness in
the Nics. In the currently fashionable lan-
guage of reciprocity: If the West is well
advised to negotiate a more open ap-
proach toward dealing with NIC apparel,
textile and steel imports, the NICs in turn
must demonstrate a readiness to accom-
modate Japanese, European and Ameri-
can concerns about future prospects for
their high technology and service goods
in NIC markets. Is the time ripe for such
broad-based negotiations? Perhaps. Bra-
zil, Mexico, South Korea, India and the
Philippines at the very least have gone on
record in favor of a new negotiations
round. This is for one persuasive reason.
As George Washington University’s
Henry Nau says: “NICs . . . need to ensure
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Trade in services, which includes banking, the fastest-growing export sector in Western
countries, would be a focal point in a new round of negotiations.

Muiltilateral trade ngotiatioﬁé conducted under GATT auspices. Above, a session just before
the signing of the Kennedy Round in 1967.

© Richard Buettner

that the industrial countries...do not
reach consensus on issues without their
involvement. This has been the pattern
that prevailed in previous negotiations,
and it resulted in their being left out of
the major benefits of those rounds.”

The Future of Multilateralism

Since the late 1940s, the major break-
throughs in trade negotiations have been
carried out under the auspices of GATT.
Given the pressures on the present-day
trading system and the varying concepts
about dispute settlement, some analysts
wonder if GATT’s value to the trade com-
munity is worth the effort to maintain it.
Says Hormats: “It is frequently bypassed
or ignored as countries unilaterally, bilat-
erally or in small groups take actions that
violate its spirit and substance.”

In practical terms, 88 member coun-
tries with widely divergent approaches to
economic policy, engage in actions which
—at the very least—challenge the un-
derlying principle of multilateralism upon
which GATT was founded. For instance,
while GATT insists that the membership
conduct ‘‘nondiscriminatory’’ trade,
Western countries routinely enter into
special, bilateral and regional arrange-
ments with other countries. In a similar
fashion, the proliferation of market-shar-
ing—cartel—ar-rangements contravene
the GATT. Not to mention the MTN itself
which, in effect, recognized the existence
of official practices which implicitly vio-
late the tenets of free trade—tenets
which form the very core of the GATT
appeal even today.

For all that, however, it would be dan-
gerous folly for the world’s trading na-
tions to abandon the single multilateral
institution which continues to enjoy legiti-
macy in the eyes of a diverse member-
ship. “Oh sure,” observes one analyst,
“we can all continue to negotiate special
arrangements with various countries and
regional blocs.” “But,” he warns, “these
exclusionary practices will hardly provide
us with the broad-based, universal con-
sensus which is desperately required to
help move both the West and the NICs
toward a new era of robust economic
growth.” Thus the GATT, with its limita-
tions and potentials, remains the best bet
for all participants in what appears to be
an emerging agreement that six years
after the MTN, a new trade round may be
overdue. €

John Starrels is a free lance writer based in Wash-
ington, D.C.
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THIS YEAR AND NEXT
FOR PROTECTIONISM

ASSESSING THE REAGAN
ADMINISTRATION'S RECORD AND
LOOKING AHEAD TO 1985.

RICHARD LAWRENCE
I n 1984, the United States appeared to

be pursuing two different trade poli-
cies simultaneously. The Reagan Ad-
ministration sanctioned yet another year
of Japanese controls on car exports to the
United States, although the export quota
was increased modestly. It peremptorily
announced new rules governing textile
and apparel imports and maintained
them, despite bitter outcries from foreign
governments, U.S. retailers and import-
ers. President Ronald Reagan instructed
his aides to press for “voluntary” re-
straints by important suppliers of foreign
steel to the United States, which, if ob-
tained, would put most imported steel
under prescribed limits during the next
five years.
These were actions that were widely
scored as protectionist. Yet, the U.S. Ad-
ministration urged a new round of inter-

national negotiations to liberalize world
trade. At the same time, it began promot-
ing bilateral, “free-trade” agreements,
particularly with Israel and Canada. And
the Administration embraced legislation
passed by Congress which, among other
things, authorized the President to nego-
tiate international accords in services and
high-technology trade and in trade-re-
lated investment.

Calling for freer trade while restricting
imports seems, at the least, dichotomous
—perhaps even hypocritical. But the
Reagan Administration apparently does
favor, in principle, freer trade, as has
every U.S. Administration during the last
50 years. But like most of these Adminis-
trations, the present one also feels it must
make exceptions—important ones—
when politics demands, especially in a
presidential election year.

The protected industries—steel, autos
and textile/apparel—account for roughly

* B
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15 percent of the nation’s gross national
product in manufacturing. Moreover, the
steel industry bears national security ton-
notations, and the auto industry is a big
customer for other sectors—steel, glass,
rubber, plastic and electrical.

And each of these industries has been
on the verge of being overwhelmed by
import competition, partly because of a
strong dollar. Recently, imports began
taking one-third of the domestic steel
market. Textile and apparel imports in
1984 scored nearly 50 percent from
1983 levels. Foreign car makers had over
one-fourth of the U.S. auto market, be-
fore Japan limited its sales and the market
rebounded.

U.S. protectionism has a rationale.
“Look at the size of our trade deficit as a
percentage of our GNP,” says Commerce
Secretary Malcolm Baldrige. “I don’t
know of another country ... that would
not have been papered over with quotas
and tariffs by this time.”

He and other Administration offficials
point, in their defense, to protectionism
they have opposed. The Administration,
for instance, helped bottle up a “domes-
tic-content” auto-industry bill in Con-
gress. It resisted statutory import quotas
on steel, footwear and textiles, and Presi-
dent Reagan rejected a copper industry
request for quotas as well as formal im-
port restrictions on steel.

The Administration also won from
Congress a long-term renewal of the
duty-free program for imports from de-
veloping nations. Still, in a general eco-
nomic sense, the Administration’s protec-
tive actions on behalf of the auto, steel
and textile industries seem strange. The
nation as a whole is enjoying its highest
economic growth rate since the early
1950s.

Will there be more protectionism? Per-
haps. U.S. industry demands for import
curbs appear unlikely to abate next year,
if, as is widely suggested, the U.S. trade
deficit rises yet further, possibly to the
$150 billion range. As Paula Stern, the
International Trade Commission (ITC)
chairwoman, points out, the trade deficit
will approach the size of the U.S. federal
budget deficit.

If the U.S. economy were to slow sud-
denly, which some economists say could
happen next year, protectionist demands
might even intensify. Meanwhile, the
larger numbers of unfair-trade-practice
complaints filed this year with the 1TC
could lead to increased U.S. government
actions against foreign exporters.

Other threats to the free flow of trade
persist. Early next year, the Administra-
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tion must decide whether to “suggest” to
Japan yet another year of restrictions on
its car exports. Despite the U.S. auto
industry’s record profits, the Administra-
tion will be under pressure for continued
restrictions, though they might be eased
somewhat.

The machine tool industry, with the
Commerce Department’s support, is still
pressing the Administration to impose, on
national-security grounds, quotas or
higher tariffs on imported machine tools.
If the Administration fails to negotiate
voluntary steel restraints by Japan, Ko-
rea, Brazil, Spain and possibly other coun-
tries that reduce the import share of the
U.S. steel market to 20 percent, the
domestic steel industry is likely to re-
sume lobbying for steel-import-quota leg-
islation.

Another protectionist threat hovers
over the wine trade. In an omnibus trade
bill this year, Congress gave domestic
grape growers a chance, earlier denied to
them, to petition the government for anti-
dumping and anti-subsidy duties on Euro-
pean wine. If the United States applies
the duties, a European Community repri-
sal is likely. The “wine” provision may be
the most outright protectionist section in
the omnibus trade legislation—part of
the price the Administration had to pay
for Congress’ approval of an Israeli free-
trade negotiation and the renewal of
duty-free treatment of developing coun-
try products.

But Congress also modified U.S. trade
law to help the domestic footwear indus-
try convince the ITC to recommend foot-
wear import restrictions, which the com-
mission refused to do this year. The
commission probably will review the foot-
wear case in early 1985.

The omnibus trade legislation also
gives the President a broader retaliatory
power to act against “‘unjustifiable” or
“unreasonable” trade policies of foreign
governments. He is authorized to take
reprisals against the pirating of U.S. pat-
ent or trademark rights, discrimination
against U.S. services companies and the
imposition of export requirements on
U.S. investors abroad.

Other provisions in the legislation au-
thorize the U.S. Customs Service to make
sure that foreign nations abide by the
steel-export restraints they agree to.
Meanwhile, costlier requirements will be
applied to imported steel pipe and tube.
And the President is asked to negotiate
production-limiting agreements with for-
eign copper producers.

The legislation expands U.S. antidump-
ing and anti-subsidy law in ways that
could mean more problems for foreign
Bporters. Two examples: The law is ex-

for European wine imports into the U.S.
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The application of protectionist measures in the wine trade could have grave consequences

tended to apply to “likely,” as well as
actual, import sales and it authorizes sub-
sidy investigations of the components of
an imported product as well as the prod-
uct itself.

Congress this year, despite an almost
heroic effort, failed to approve a new
export-controls law, leaving the Adminis-
tration only with “emergency’” authority
to regulate exports for national security
and other purposes. The Administration
is expected to try again in 1985 to obtain
a new controls law, especially as its
“emergency’’ authority may come under
increasing legal challenge. If it does so,
another protectionist issue may reappear
—proposals in Congress to empower the
President to restrict imports from com-
panies violating U.S. or multilateral ex-
port controls.

More generally, however, the Adminis-
tration next year will want to step up
efforts to lay the ground for a major and
an unprecedented kind of international
trade negotiation, which would include
services trade and trade-related invest-
ment.

As a first step, the Administration
seeks to improve and expand the rules of
the General Agreement on Tariffs and
Trade (GATT). Among the U.S. proposals
are greater constraints on the imposition
of temporary import restrictions, a
stricter prohibition of agricultural export
subsidies, and procedures that give the
GATT more authority in settling trade dis-
putes. The United States also wants to
extend GATT rules to services trade, to
the trade-related investment policies of
governments and to high-tech trade.

The U.S. goal is to get the new round
under way by late 1985 or early 1986.
The President may try at next year’s
Western economic summit to persuade
other national leaders to set a fixed date

for the round’s beginning. U.S. Trade
Representative William Brock reports
that he is encouraged by two informal
meetings he held this year with his coun-
terparts from a dozen or more countries,
including E.C. Commission Vice Presi-
dent Wilhelm Haferkamp, who is respon-
sible for external relations. A “round,”
Brock says, is already underway. He says
he found a growing consensus at a Sep-
tember meeting in Rio de Janeiro on the
need to improve the GATT.

Others, however, remain somewhat
skeptical of a round’s near-term pros-
pects. Much remains to be clarified on
such a round’s goals and potential bene-
fits, according to Gamani Corea, Sec-
retary-General of the United Nations
Conference on Trade and Development.
Developing nations in general probably
perceive little of gain for themselves in
proposals to write international invest-
ment, services and high-technology trade
rules. They are more eager to win freer
access for their exports in such goods as
textiles and steel, which the United
States and other industrial countries are
denying them.

The E.C., meanwhile, is resisting rec-
ommendations to bar agricultural export
subsidies and it differs with the United
States over how GATT procedures should
work. Moreover, the economies of many
developing nations and even in Western
Europe may be too problematical for a
significant freer trade initiative. But the
United States doubtless will keep pushing
for a new trade round, and, perhaps to
persuade nations to cooperate, the U.S.
Administration may pursue bilateral free-
trade negotiations with Canada and other
countries, once its free-trade arrange-
ment with Israel is in hand.€

Richard Lawrence covers trade from Washington,
D.C. for the Journal of Commerce.
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U.S.-E.C. RELATIONS/INSTITUTIONS

PARLIAMENTARY TIES
FOSTER BETTER
UNDERSTANDING

MEETINGS BETWEEN U.S. AND
EUROPEAN LEGISLATORS AIR
DIFFERENCES AND DEFUSE TENSIONS.

LARRY WINN, JR.

wice a year these past 10 years, I

have participated in meetings be-

tween members of the U.S. Con-
gress and members of the European Par-
liament. The meetings, with their agenda
focusing on broad political and trade is-
sues, have aired differences, alerted par-
ticipants to potential problems and some-
times helped defuse tensions.

Many of the same European and Amer-
ican faces turn up at each of these bi-
annual meetings. These ‘“faces,” as a
result, have become friends. Through our
interaction, we have been able to build a
reservoir of trans-Atlantic understanding
which benefits both the United States and
Europe. In part, I suppose, it is a self-
selecting process in which most of those
who decide to participate already favor
strong ties among the Western democra-
cies. But I have also seen U.S. Congress-
men come to the meetings to criticize the
Europeans on trade subsidies, then de-

cide during the discussions that we should
and can work out our problems amicably.
And many a suspected isolationist has
come away rededicated to the Atlantic
alliance.

However, even smoothly functioning
organizations need periodic re-examina-
tion and re-invigoration to promote fur-
ther benefits. This is especially important
now because of the increasing challenge
to U.S.-European relations posed by the
younger generation.

The ties between the U.S. Congress
and the European Parliament are ideal for
broadening understanding. The Euro-
pean Parliament includes 10 nations and
all political parties. Its purview is across-
the-board political, social, economic and
trade issues. Moreover, in recent years, it
has been increasingly willing to discuss
security matters. Though the European
Parliament is not a legislative body in the
same sense as the U.S. Congress, it re-
flects, responds to and influences Euro-
pean public opinion.

There are two basic approaches to

strengthening U.S.-European ties by
means of this parliamentary exchange:
one is to increase the visibility of the
exchange; the other is to use the ex-
change to expand overall U.S.-European
contacts.

There are several desirable ways to
increase the exchange’s visibility. One
would be to formalize the exchange by
putting its existence into statute. For-
malization would put this exchange on an
equal footing with the North Atlantic As-
sembly, the U.S.-Canadian Parliamentary
Exchange, the Mexico-U.S. Interparlia-
mentary Group, and the Interparliamen-
tary Union. This would demonstrate the
importance the Americans attach to this
exchange and enhance its prestige in Eu-
rope. It would also help introduce U.S.
Senate participation into the U.S. Con-
gress-European Parliament meetings.

Also, the meetings should be held out-
side of the capital cities—in St. Louis or
Hamburg, rather than Washington or
Bonn. The meetings would receive far
greater coverage in local newspapers
than they now do in the national press.
This arrangement would also offer the
opportunity for the U.S. and European
delegates to make themselves available
to speak to local foreign affairs councils,
to university and high school groups and
to civic associations. As an offshoot of the
meetings, U.S. members of Congress
could invite members of the European
Parliament to their districts to participate
in a regular schedule of events such as
town-hall meetings and county fairs.

Each of these suggestions would
greatly expand the exposure of Ameri-
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cans and Europeans to each other. While
face-to-face contact may not be the only
solution to an increasing estrangement
between Americans and Europeans, it
would help in the future as it has in the
past to heal wounds and to stimulate new
ties.

Within the exchange itself, I believe
that there is opportunity for fuller co-
operation between members of the U.S.
delegation and members of the European
delegation in dealing with specific prob-
lems. In the January 1982 meetings, after
an animated discussion of martial law in
Poland, some members of the U.S. dele-
gation pushed for a joint U.S.-European
statement on Poland. It soon became
clear, for obvious political reasons, that
the Europeans would not be able to unite
with each other, much less with the
Americans, on such a statement. But ulti-
mately, this left few regrets. It is doubtful
that such a statement would be useful
rather than a bland and meaningless re-
flection of the lowest common denomina-
tor of agreement. And, at any rate,
across-the-board agreement is not the
purpose of these meetings.

That is not to say, however, that indi-
vidual members of the U.S. and European
delegations could not work together to
propose creative solutions to difficult
problems. Notably, Sam Gibbons (D-Fla.)
and Erwin Lange (Socialist Group, Fed-
eral Republic of Germany) once success-
fully formed a task force on multinational
corporations, writing a code for their op-
eration.

The world is rife with critical issues
that should be confronted by renewed
U.S.-European cooperation: international
terrorism, international narcotics traf-

ficking and human rights are among those
where there is a basis for agreement, but
specific suggestions for transatlantic pol-
icy initiatives and coordination are
needed.

On these issues and others, it would be
possible to expand cooperation between
U.S. legislators and members of the Eu-
ropean Parliament through:

e Holding hearings on key issues in com-
mittees of the U.S. Congress or of the
European Parliament at which members
of the other institution would testify; the
U.S. delegates to the meetings with the
European Parliament are members of key
House groups such as the Agriculture,

Ways and Means, Banking and Foreign

Affairs Committees. Often they must
make decisions on legislation which have
serious ramifications for U.S.-European
relations such as mixed credits for agri-
cultural exports, domestic-content legis-
lation and World Bank and foreign aid
funding. There would be no better way to
expose members of Congress to Euro-
pean views than through the testimony of
members of the European Parliament
who are experts on the issues, familiar
with U.S. concerns and representative of
broad European sentiment.

e Joint travel of U.S. Congress and Euro-
pean Parliament members to examine
mutual concerns. Members of both insti-
tutions undertake fact-finding missions. A
joint U.S.-European effort would open
new doors and broaden perspectives for
each. It would lead to greater pressure on
their respective Governments to cooper-
ate.

e Brief exchanges of the staff of the two
institutions to focus on specific problems
as well as to expand contacts. This would

greatly reinforce not only mutual under-
standing, but the desire and abilty to
forge common solutions to problems.

Furthermore, I would suggest two ad-
ditional steps. It would be most appropri-
ate for the President of the European
Parliament to address a joint session of
Congress. Over the past years, many
distinguished foreign leaders have spoken
to the American people by means of the
joint session. Each has addressed the par-
ticular bilateral concerns which his own
country shares with the United States.
But many issues, whether economic or
security related, today transcend the na-
tional borders within Europe; these can
best be addressed by this Europe-wide
leader. And the message delivered to
Congress by the European Parliament
President would be accessible to most
Americans through cable television,
which transmits House floor proceedings
to a large U.S. viewing audience.

In return, the European Parliament
might offer a similar opportunity to the
U.S. President to address its members.
His address could also be carried live to
the European public from Strasbourg.
Each of these addresses might be a one-
time shot, but they could be important for
setting the direction and the tone for
problem-solvers at the working level.

None of these proposals holds the key
to building close U.S.-European ties. But,
taken together, they would stimulate the
mutual understanding and knowledge
which we need to keep transatlantic rela-
tions strong and vital. €

Rep. Larry Winn, Jr. (R-KS) is the ranking Republi-
can member of the House Subcommittee on Europe
and the Middle East.
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BUSINESS/ECONOMY

EUROPE’S RECOVERY
IS PAINFULLY SLOW

WHY HAS SPECTACULAR U.S. GROWTH
NOT BEEN REPEATED IN THE E.C.

MEMBER STATES?

MICHAEL EMERSON

he European Community is mak-

ing painfully slow progress in its

recovery from the recession of
1980-82, which was brought on by the
second oil shock and the international
repercussions of U.S. financial policies—
the European economy being weakly pro-
tected from both these disturbances to
the world economy. Thus, in 1984, the
growth of total production in the E.C. is
expected to be a useful, but modest, 2.2
percent, which contrasts with a spectacu-
lar 6 percent or more in the United
States. Next year, the E.C. Commission is
expecting a similar moderate growth rate
of 2.1 percent for the E.C., while the
United States is expected to return to
something more like a trend growth rate
of 3 percent. Employment continues to
stagnate in the E.C., whereas it has been
growing very fast in the United States.

Why are these short-run experiences
so different? Does the slower and steadier
European business cycle cover deeper,
underlying changes in economic policy in
the E.C.? Is there an element of the
parable of the tortoise and the hare in the
U.S.-European comparison?

The full reply to these questions will
only be revealed with the passage of time.
However, three incontrovertible facts
must in large measure explain the differ-
ence in short-run economic performance
between the United States and the Euro-
pean Community. First, the United States
has had a definitely expansionary fiscal
policy, whereas Europe on the whole has
opted for reducing budget deficits now,
rather than at some distant and uncertain
point in the future. This has boosted
output in the short run in the United
States and has been contractionary in
Europe. The long-run story may well be
different, and we return to that later.

Secondly, the United States has let its
exchange rate float up to a very high
level, under the influence of high interest

rates, which in turn have been largely
driven up by the budget deficit. Europe
has been a reluctant partner in this,
decoupling its interest rates as far as
possible, with the European Currency
Unit’s (EcU) exchange rate depreciating
as a result. These exchange-rate move-
ments have had the effect of redistribut-
ing world inflation, helping suppress infla-
tionary tensions that the fast U.S. growth
might cause and, by the same token,
slowing progress in reducing inflation in
Europe.

Thirdly, the very striking contrast in
employment performance comes from a
combination of long- and short-run
trends. For two decades now, the United
States has been adding on average 2
percent per year to its total number of
persons employed whereas the E.C. aver-
age hardly has increased at all. These
long-run trends also have been manifest
in increasing investment in Europe for
‘““capital-deepening’”’ and labor-saving
purposes, whereas this has not been evi-
dent in the United States. In addition, the
short-run propensity of enterprises to
take on extra employees when the busi-
ness cycle improves is much higher in the
United States than in Europe. Each extra
percentage point of total production in
the United States tends to generate 0.75
percent more jobs, compared to 0.4 per-
cent in the E.C.

These three major facts now lead us to
consider the deeper, underlying questions
at the European end of the comparisons.
Why did Europe choose stricter budget-
ary policies? How has Europe responded
to the problems caused by the dollar’s
appreciation? Why has the employment
record in Europe been so disappointing,
and what is being done about it? Do the
answers to these questions ad