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Sutcject: GATT XXIV:6: Possible extension of 1987
bilaterat agreement

Since the discussion on this subject on the occasion of Mr Schiratti's
vigsit at the end of June (your telecopy 5081), we have been working on
comments which might be given to USTR and other officials in response
to the informal US statement made on that occasion. Although at one
tims we had hoped to pass these on through you befors the recent visit
of Mrs. Hills, it was finally decided to delay the exercise unti! after
that visit.

in the event, and although the Americans had said that Mrs. Riils
wished the point to be on the agenda, the question was not in fact
raigsed or discussed at all.

Please therefore arrange for the two-page text attached io be delivered
to M/s Moore in USTR (who met with Mr Schiratti), with additional
copies please to Julss Katz, Doug Newkirk (who is still respongible for
the GATT aspects) and M/s EarlY‘ (who was the |(eader on the US side in
discussions on this subject last year). At your discretion the
comments can also be given to other interested officials elsewhere.

Comment :

As you will see from this text, we do not accept that extension of the
current agresment, whether for one year or longer, i3 the only approach
that is available. Whils it may in some respects bes the easy option,
given that we do not yet know whether the Uruguay Round can be finished
at the end of the year and given that the current {ife of the agreement
runs out on 31 December, we have sound reasons on the GATT side to
avoid a simple extension te! quel if we can. The paper tharefore makes
it clear that we have a different view of the status and purpose of
this agreemsnt from that projected by the US statement and sets the
sceane for a discussion of all these guestions in September. For your
information, we have not yet agreed a spescific proposal to be made at
that meeting, but work has begun on a different approach and, subject
to interservice agreement on the details, we axpect to put forward

alternative ideas then,

R. E. Abbott -
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The Commission services share the view that it wiil not be productive
at this time to repeat or to seek to resolve the differences of view on
both sides on the interpretation of GATT provisions relating to EC
enlargement, and in particular as regards Article XXiv:6.

In view of some elsments of the US statement, however, it is necessary
to restate cur opinicn about the status and objective of the bitateral
agreement reaached in 1987 on this subject.

First, it is our view - and this Is confirmed by the text of the
agreement - that the Article XXiV:6 negotiations with the United States
were concluded in early 1987. Point 1V of the ageement is clear on
this matter. The existence of the 1987 agreement, and the review
clause, should not be understood as keeping these tariff negotiations
open to be resumed at a !ater stage.

It follows from this that we do not consider that permanent
compensation for the loss of US bindings on its malze/sorghum exports
to Spain is still to be negotiated. The agresment states that the
general review of trade developments in the period following the
enlargement, and in particular in the light of the resuits of the
Uruguay Round on agriculture, would have as its objective to determine
‘what new actlion, if any, might be appropriate". It is our firm and
often expressed view that no further action wi!l be required once the
Uruguay Round is complisted.

Secondly, ws have always underlined that the benefits of new tariff
concessions by Spain and Portugal on US industrial exports were fuliy
sufficient to give compensation for the bindings withdrawn on
agricultural products. The text of the agreement specifically records,
at Point !l (a), that there was US recognition of thase benefits and
therefore that this approach was shared by both sides. Accordingly,
the view within the Community continues to be that the sxtension of the
Community‘s tariff bindings to cover Spain and Portugal, as set cut in
the 1987 agreement, was itself a balanced and fair result which
maintained the general level of reciprocal and mutually advantageous
cencessions of both sides.

In our view the specific purpose of the 1987 agreemant was to provide

some additional compensation for ths effects of the immediate
appiication of the CAP mechanisms to US maize/sorgum exports. It was
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essentially a transitional measure, recognising that the benafits for
the USA deriving from improved access for industrial producis would
only be felt over time as new bindings at progressively lower duty
leveis were phased in over a seven year pariod. After flve years thase
henefits are now fuily in operation and there is no reason, based on
the balance of GATT tariff concessions arising out of enlargement, for
the temporary compensation accorded in the 1987 agreement to be further
proionged.

We recognise nevertheless that there may be difficuities in terminating
the presant arrangements relating to maize/sorghum irade completely
before the resuits of the Uruguay Round are available. We have made it
clear repeatedly that we wou!d expect that appropriate minimum azcess
cemmitments, agreed as part of the overail Uruguay Round result, would
in due course provide a satisfactory basis for continuing trade in
these products. We reserve the right therefore of the Community to
make new proposals in this context for the period after the end of
1991,

Finally, and in view of the specific ingsistence in the US statement on
a willingness to take any actions that are necessary to obtain
permanant compensation and to preserve GATT rights, we wouid draw
attention to the following observations. First, before invoking any
GATT rights which may still exist, the US should take account of the
tact that the tarif?f negotiationg have been conciuded and that the
review to detarmine the need for further action is unfinished. The use
ot Articlie XXVIIi provisions in such a situation wouid therefore have
to bs justified, and in particular the existencs of a clear imbalance
in reciprocal tariff concessions would have to be demonstrated.
Secondly, if US claims in this case were to be pursued on ths basis
that has been indicatad in the past, (ie to offset an allegsd trade
loss of %400 m.) it should be borne in mind that this calculation is
cleariy excessive and incorrect. The figures bear no relation to the
trads flows In 1983-85 (the three years prior to enlargement) nor to
the real value of the binding that was withdrawn, taking account of the
trend in US exports of maize/sorghum., Any action at this level would
therefores be a matter for immediate chalienge.

While we have felt it necessary 1o make our position ciear on these
points we do not, as already stated, propose tc reopen the jssues of
substance and of interpretation which were digscussed in 1986 and 1987.
We do however believe that there is merit in further discussion of
possible alternative approaches to further proiongation of the 19887
agreement and we suggest that this be the object of the bilateral
meeting to take place on 13 September next,






