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»YEEC_Zicanada Pelations : Possible TradéAAgreément

1. ° ° The Canadian Government; in their Aide~Mémoire of 20 April 1974.
addressed to the Council of the European Communities and teo the Commission,
proposed that '"negotiations be initiated with the appropriate Community '
institution with a view to concluding a Trade Agreement between Canada

and the European Community",

2. As the Council are aware, the Commission'established}infpfmal
exploratory contacts with the Canadian authorities over the period
April-June 1974 concefning this proposal. The present Note amplifies
the oral report on these contacts made to the'Permanent Repfesentativeé
Committee on 27 June and sets out the initial reactions of the Commis-
sion to the Canadian proposal. The Commission wishes‘to do this without
further delay, since the Canadian vaerﬁmenf, in an approach f& the.‘ '
French Chalrmanshlp during the month of August, has requested an early

dlscu351on of these matters.

3. The Aide-Mémoire states fhat Canada envisages an Agreement

which would

(a) establish a "direct contractual 1ink between Canada and
the Communlty"' ' ‘
(b) "complement rather than supersede existing trade and
" commercial arrangements between Canada and Member States";
(c) "underpin the contractual relationship with the Community
which is currently based on the General Aﬂreement on Tarlffs
" and- Trade"
(d) "foster the development offlongatérm commercial and economic

relations", (In ‘this respect the Agreement is not to be seen

as "an attempt to define once and for all the economic relationship

between’ Canada and the Communlty"' theré is apparently to be

room- for growth),

(e) make formal prov131on for consultatlons between the two

partles.
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4o 4s to the precise trade content of the Agreement (under (b)

and (c) above), the Canadians Lave as yet made no formal proposals.

In the informal exploratory contacts, howeﬁer;'Qaﬁadién off;ciais‘

have suggested that détailed clauses might be included iﬂ:iﬁélAéréement

to cover : o

~ the exchange of Most Favoured Nation treatment, subject to certain
derogations

-~ Quantitative restrictions and exceptions

- Direct shipment

Internal taxes
= Valuations
— Administration of trade regulations

Such clauses would be based on the relevant provisions of the GATT

and of existing bilateral Trade Agreements.

5 The Commission for 1ts part desires the development of close and .

active relations with Canada and is ready to work for the conclusion

of any form of Agreement which may prove approprlate to this end.

The Commission has given particular attention, over4the lést'18 months,
to the deﬁelopment with Canada of the "constructive dialogue" called
for in the final communiqué of the Paris Summit of October 1972. To
this end, the Commission has inaugurated with the Canadian authorities
a series of informal consultations twice yearly, alternately in Ottawa
and Brussels, similar in nature to the regular exchangss which it
conducts with the American authorities. Exchanges of visit by

Canadian Ministers and by Members of the Commission are frequent. It

is now also intended to open a Delegation of the Commission in Ottawa
in 1975 and the Canadian Government has warmly welcomed this initiative,
It is in the same spirit ef "constructive dialogue" that the Commission

approaches the proposal in the Aide-~Mémoire of 20 April 1974.

6. At the same tlme, it is, in the Commission's view, approprlate
for the Communlty to move towards an Agreement only with great care .
and deliberation. More partlcularly, both the form and the substance
of the Canadian ideas mentioned in paragraphs 3 and 4 above 1nvzte

the fOllOWlng comments,
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Te Apart from the varlousagreonents and arrangements concluded
with Canada in tne framework of CATT there éx1sts the 1939 ngreement
between. Canada and Euratom for cooperation in the peaceful uses of
atomic energy. ‘Do proceed to the conclu iofi of a general Trade
Agreement 1n a strlctly bilateral framework w1th a country of the’y B
character of Canada would, however,'constltue a maJor 1nnovatlon o
on the Communlty s part. The Communlty 8 prev1ous non-preferentlal
trade agreements {of which a llst ig in the Annex) have been concluded
with countrles of a qulte dlfferent economlc structure ahd whlch o
occupy a dlfferent place 1n the world trade policy context.AThese
agreements have‘therefore tended to concentrate upon speclflc probiems
relating to a certain range of procucts, for the most’ part prlmary J
products, Relatlons between the advanced 1ndustr1al countrles in the
free world economy, on the other hand, are clearly miich more complex.
They have an important multilateral as well as bilateral content;

and they cover a.very wide.range of products and.services, no single
one of which dominates the pattern of trade. To reflect this distinc-—
tion, an Agreement with-Canada would need to be of a new and different
order, | ‘ :

8. As Canadlan Ahinking stands. at® present - and it is fair to

state that this is only preliminary thinking and that the Canadians
have said they are open to other suggestions —~ a Trade Agreement -on -
the lines of-paragraphi4,above with the Community would:apparentlyddo
little more -than re-express obligations which;already:exist,in-other
contexts; and place onia formal footing consultations which are already
now an established custom. The Agreement would be silentﬁOn a wide
range of economic issues which a&e’df-increasing concertt to both
parties;.such,as guarantees. of access to supplies of raw materials

and energy, the encouragenent—of mutual investment end the promotion

of industrial and technological cooperation. It would be a conserva—.~
tive rather than a modernninstrument, possessed of a certain symbolic-
value and-some capacity for- later expansion, but essentially devoid .- -
of presentisubstance. - 4
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9, - Canadlan emphasls on the GATT, 1nc1ud1ng the probable restate-‘..iw

ment of varlouslx fstlng GATT provlslons in GATT language,_also o

presents certalnwdlfflcultles. On substance, 1t is v1tal to malntaln,
both now and for the'future, the multllateral trade dlsclpllnes already
establlshed=1n the GATT. Since it is in the multilateral and not in

the bilateral context that CATT issues must be settled, it would be



could appear to constltue etther a t:lbunal of appeal from the h‘f:_
GATT or a measure of 1neurance agalhst the fallure of the GATT., fv‘“
Yet if GATT prov1sxons were - duplzoated 1n a bllateral framework,

a precedent would be set which would. 1nev1tab1y tend to weaken the
multllateral framework. Finally, allowance must be made for the - X
evolutlon of the 11v1ng GATT, and in partlcular for whatever inter— l
natlonally agreed developments may emerge from the current Multllateral
Trade Negotiations. On timing, it would therefore be difficult to.
enter. substantlve negotlatlons with Canada on a GATT-~type agreement ..
until after the MTN had been concluded.

10. The Comhuﬁity is thefefore faoed with three options :
(a) to enter negotiations with Canada for, a GATT-type Trade
- Agreement, as suggested by Canada during the exploratory
--contacts; o . , _
(b). to explore with Canada a new type Agreement prov1ding a.
 broad Community framework for economic and commercial
cooperation between Canada and the Menber States extendlng
- well beyond the f;eld of ¢lassioal trade policy (tarlffs,
_quotas,: liberalisation; etc...); . - - o
(c) to defer further consideration of the Canadian initiative
" :until & rather later stage in the Multilateral Trade-
Negotiations and/or until further development of the'
Community may have opened up new possibilites for an -

economic and commercial cooperation agreement, -

11, For the reasons stated above, the Commission sees general .-

policy difficulties at (a) which would not be outweighed by tangible .-

advanteges,” If the Community should wish to consider (b), it would be
necessary for the Council to take a more dynamic viewfovaommunity

competence than has been adopted hitherto, This would permit.a wider

coverage, more in keeping with an evolutionary view. of the!Cdmmunity's-  *~

future activities. Under options both (a) and (b), 1t would -be
necessary to g1ve careful thought to form as well ae content because

such an agreement would of couree set a precedent for the Communlty’s -

relations wlth other advanced countrles.
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12, Acknowledging and sharing Canada's positive motives in seéking

+to establish a meaningful contractual relationship with the Community,

the Commission for its part would prefer an Agreement of the type
suggested at (b) above. In order to be able to continue discussions
with the Canadian Qovernment in the near future, in conformity with
the wishes expressed in the latter;s recent approach to the Chairman-
ship, the Commission would appreciate an early discussion of the

above options in the Council,
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