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AMERICAN TRADE LEGISLATION
A FURTHER WARNING BY MR DE CLERCQ

In a letter to Mr Clayton Yeutter, US Trade Representative, Mr
Willy De Ciercq, Member of the Commission with speclal
responsibliiity for external relations and trade policy, warned
that the adoption of protectionist measures by the US Congress
wouild lead to simitlar measures belng taken by the Unlted

States’ partners and would Jeopardize the new round of GATT
negotiations. The letter is also beling sent to the members of the
Senate-House Conference which Is about to debate adoption of the
trade bit1i.,

Mr De Ciercq pointed out that the Community’'s vital interests
were at stake In this legislation. The Community Is the Unlted
States’ bliggest trading partner and together they are the maln
protagonists on the international trade scene. They therefore
bear much of the responsiblllity for the preservation of GATT,
which has contrlbuted to the greatest period of prosperlty in the
history of the western world. Mr De Clercqg added that |f either
the United States or the Community tried to turn the clock back
to the trade restrictions and bl lateralism of the thirties, the
wor ld would rapidiy become much a poorer and more dangerous
place. In particular, all the five million jobs which depend on '
United States’' exports would be threatened.

Mr De Clercq speclified the aspeét of the Trade Bill which were of
greatest concern to the Community. These Included :

- the redifinition of Internationally agreed trade defence rules
(anti-dumping and countervaliing duties),

- potential restrictions on foreign Investment In the United
States, .

- the concept of sectoral reciproclty,

- the creatlion of new non-tariff barriers,

- restrictions on the power of the executive In trade matters.

Annex : detalls of the provislions of the Trade Bill of concern to
the Community.
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ATTACHMENT

The European Community is concerned about the following provisions
in the trade btlls:

1. Unilateral action in defiance of interndtional aageeménts

to which the U.S. is a party

A number of amendments to the U.S. trade laws would, {f enacted,
smount to a8 unilasteral re-interpretation of internationally agreed
rules. They would contravene obligations entered into by the U.S. in
previous rounds of negoéia(lons. The Community would be faced with
domestic pressures to take mirror action, to adopt mirror legislhtion,
or to retaliate. It may be worth recalling in this context that in
1980-85, when the U.S. dollar favoured U.S. exports to the EC, EC
industry complaints against U.S. firms led to 21 findings of dumping,

notably in the chemical and textile sector.
Examples:
o The import surcharge to finance the TAA program.

e Section 301 and its variations: retaliation against trading
partners who fail to eliminate so-called unfair practices
without prior suthorization of the GATT Contracting Parties.

In such cases, the sffected country would be entitled to
suspend the application of concessions or obligations vis-3-vis
the U.S.



e With respect to AD/CVD law:

- the definition of countervailable subsidies (rejection of
the concept of ''general availabflicy" in favor of
"specificicy", ;ntroductlon of concept of "commeréial terms'

for loans),

- " the definition of "industry" and "like product"” for ‘
processed agricultural products, and the calculation of a

subsidy in such cases,

- amendment to the definition of the Foreign Market Value in

AD cases lnvoiving related importers,
- expansion of ;hg.scope'of the AD/CVD laws to cover dumping
of input products, government imports and duty-free imports

under the Florence Convention and to treat leases as sales,

- private right of action allowing plaintiffs in dumping cases

to recover damages,

= cross—cumulation in AD/CVD injury determinations,

e Provisional relief in escape clause cases prior to a finding of

injury.

e Denial of benefits of GATT Code on Government Procurement

without prior CAI& authorization,

e Steel - unilateral changes in the coverage of the VRAs on steel

and the origin rules pertaining to such VRAs.
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e Expansion of the definition of "unfair pgractices" to cover

export targeting, or activities of State~trading firms under

Section 301.

e Quota auctioning following relief under Section 201.

e Section 337 (removal of injury provision makes the use of

Section 337 even more objectionable).

Tariff reelassification - silicone, casein, steecl plates.

2. Potential restrictions on foreign investment in the U.S.

Registration and disclosure requirements on foreign investors
would be discriminatory, could oblige them to disclose business
strategies and therefore deter foreign investments. The prop&sal would
be contrary to OECD Agreements to which the U.S. is a party. Both the
U.S. and tlie EC share an interest in discouraging discrimination againsg
their firms in third markets. It would be an irony {f the U.S. were to
impose a surveillance on foreign investments while simultaneously
seeking to open foreign markets to U.S. investments i{n the Uruguay Round

negotiations.

3. Sector-by-Sector Reciprocity Requirements

e Telecommunications: world trade is founded on esch country
finding an overall balance with its trading partners; like
death and taxes, sectoral imbalances are an unavoidable fact of
life. In any case, it is the EC who has a deficit with the
U.S. in telecommunications. Should the EC retaliate? Should
the U.S take restrictive action on the basis of this bill, the
EC uoulq counter-retaliate. Furthermore, any U.S. action on

the basis of sectoral reciprocity could trigger or further



i
H

encourage demands by the EC for similar action in cases where
u.S. bérr@qu to trade would be higher than ours. Would the

! U.S. appreciste, for examplé, a European Wool Textiles
Reciproci;y:btll? Allow us to recall thst in June 1987 cthe EC
Commission published s '""green paper" on telecommunication
services.and equipment which recommends action in the EC to
effect;veiy gnhanceifree competition and deregulation in this

se_ctor .

e Maritime Shipping: The EC stands ready to co-operate with the
U.S. in the face of unilateral restrictions by.thltd countries.
However, the U.S. should refrain from investigating foreign '
carriers without well-founded reasons to presume unfairness on
the part of the carrier, and should not adopt measures that
would leéd';p‘cérgb reservation in violation of the objectives

sought by bo;h the U.S. and the EC.

4. New non—tafiff barriers

e Origin l;bgl!ing for foreign food ingredients: Food processors
change their sources of supply, depending on availability and
p:ice.' Oflgin labeillng for ingredients would require constant
changes in the labels. This is totally impractléal.

5. New limitacions on U.S, trade negotiating authority

The U.S. and the European Community have played a major role in
launchihg the Uruguay‘gound. Rowever, the credibility of the U.S.
negotiators will be'éertously hampered if they are hamstrung in their
ability to reach agreeménts both on tariff and non-tariff matters, and
if they cannot ensure that the outcome of the negotiations will be

. considered promptly and without amendments by the legislative branch.




6. Presidential discretion {n individual trade cases

The existing international trading rules permit the U.5. to tske
restrictive s¢tion sgeinst Imports under Article XIX (escspe clause) ot
Article XXII1 (unfair acts, €or example) when this has been authorized
by the Contracting Parties in ceses wherc they consider it to be
Justified under GATT criteria. 1In Article XIX cates thé affected
country Ls ent{tled to suspend the applicstion of concessions ot
obligetions vis-d-vis the U.S. where It considers the sction not to be
Justified. 1n Article XXI111 ceses sction without suthortizstion is
GATT-1llega! snd the affected country would have s clesr case for

retalistory action.

The existing Section 301 provisions already permit the U.S,
Administration - under nationsl law - to violate these tnternstionsl
rules. The trade bill's limits on the Prastdent's wsiver authorttey
might oblige the Administration to do so, partfcularly {f the timetable -
for resching an sgreement is unrealistically shortened. .
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