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Introduciion

‘Since the beginning of the substantive phase of the GATT Multilateral

-

Trade Negotiations, following the presentation of the initial offers Ly ol
main participants (see Commission Communication I/10/78 (COS 1) of 10 Januery
1978), intensive talks have led to progress in most of the fields covered by

the negotiations,

The majority -. the matters to be negotiated have been delimited and
identified on the basis of the "working hypotheses" which emerged at the end
of 1977. Lists of tariff offers (including, naturally, the Community's) werc
presented in mid-January (Council Conclusions of 17 January 1978 I/25/78 (C0s5)).

Subsequently, in the light of the offers of the other parties, parti-
cularly the United States and Japan, which did not go far enough, the Community
asked those couniries to improve‘their offers and submittod a list of possible
withdrawals {Commission Communication : COM (78) 126 and Council Conclusions
of 4 April 1978 : 1/102/78 (COS 12)).

The crucial phase of the negotiations is now at hand, with the need
to put together by mid-July an overall outline agreement, a global compromise
which should:

i, make it possible to decide on the major options in the negotiations,
it being understood that a number of poinis'can be finalized at a later
date; '

- ii., constitute a balanced set of concessions, involving participation in the

negotiation thereof by a reasonable number of key countries;

iii, demonstrate the political will of the oouniries engaged in the MIWs,
at any rate those which are to take part in the Wesiern Economic Summit
in Bonn, to maintain. | |
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. system of world trade as possible,; thus bearing witness
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to their will 4o resist protectionist pressures and persevere with
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With these ends in view, this Communication offers the Council a

nunber of guidelines for the Community's negotiators,

Y

1. The WTs, officially launched in 1973, actually got under way ir 1971,

and are now clearly at a stage where, in view not only of the time factor
but alsce of the general economic background, their final outcome is

balanced between success and failure, This not to say that the Community,
whose prosperity is 1argely dependent on the healthy state of its exfternal
trade, should remain passive; what is necessary, in this particularly crucial
phase, is to have a clear view of the Community's Tundamental, long-tern

interestse.

2, Reaching an overal outline agreement would mean that a nurber of major

problems had been solved; it would not mean the end of negotialions,

In some areas, there will merely be agreement on basic concepts, wnich
will need to be put into legal, operational form; in others, there will be
the broad outlines of fundamental elements providing the framework for
agreements, or agaln, agreements on specific arrangements or codes, with

perhaps certain points still to be worked out in detail,
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In any event, the Council will obviously have to take
decisions on all this at the formal close of negotiations, which
could be some months away yet. Nevertheless, the overall outline
agreement will have a decisive influence on the final contents and

detailed provisions of the various agreements or arrangements.

3. | “ince what is being considered is an overall outline
agreemen., it will have to deal with, and if possible resolve, all
matters regarded by the main participants as major points. Not only
have the negotiations been considered since the outset as one under=
taking, the various elements of which must move forward together(1),
but given the interrelatedness of the interests at stake, it is
hardly realistic to expect agreement to be reached on individual items
of the "package”, in isolation; on the contfafy, participants must
look at the advantages and concessions in the different areas as a

whole.

4, In any event, given the course of negotiations in the GATT
since its foundation, it is clear that solution of non-tariff problems
assumes ever greater relative importance compared to traditional
tariff problems.

5. In the present economic state of affairs an agreement,
however modest, which covered the essential areas of negotiation,
might be preferable not only to failure, but even to a more ambitious
effort which was not immediately practicable. In other words, there
may be instances where limited agreement with immediate impact could
be secured, leaving open the possibility of a subsequent reappraisal
of the situation, when further progress might be possible.
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(1)4Paragraph 8 of the Tokyo Declaration
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1I. Proposed guidelines and decisions

In view of the diversity of the problems, and the fact that

the work is not equally far advanced in all areas, the Commission is

proposing here to the Council either decisions of principle, or as precise
guidelines as possible to help the Community's negotiator work}towards a
general compromise in accordance with the directives approved by the Council

in February 1975 (I/40/1/75 (Cos 4) Rev. 1),

In the interests of clarity, the main areas that seem essential

for an overall balance will be dealt with separately.

6. Tariffs

a)

b

c)

Several points must be taken into consideration :

The Community will press its major developed partners (e.g. United
States, Japan, Canada) to make a real improvement in their offers

so as to achieve an equitable balance in the degrees of tariff binding
and in the tariff profiles after reduction. In particular, this

means that the United States and above all Japan (whose offer is very
‘nadequate) would have to improve their offers and propose tariff
reductions on products originally excluded, which generally bear

fairly high duties.

The Community will press its other developed or developing partners
to offer at Least a satisfactory degreee of tariff bindings, which
is/vitaL for ngat certainty in trade arrangements; the developed
countries should also allow substantial reductions on products of
importance to the Community.

For each of the above two cases it is desirable, in accordance with
the Council's Conclusions of 4 April and 6 June 1978, to use the
"conditional withdrawals' as a negotiating weapon to put pressure on
the various pe.- tners by aiming at spécific products or groups of
products of direct nortance to them; the list will be used in

close consultation with the 113 Committee, in such a way as to achijeve
a balanced re.ult, account being taken of the List of '"possible
withdrawals'" lodged with GATT on 27 April.

venlun



e)

It will be nédessary to make some adjustments to the
Communiteots tapiff offer im %he iighi of Vhe ro aen’.

put Jorward by Geveloping countries with which <the

Community has special links (ACP, lediterranean co niries) :

a. number of'ﬁhese adjustments will also sailisfy certain

v -uests made by non-associated developing counirivo. WG

¢ igsion's suzgestions are given in annéx (Lizt D), susiect
to formal consultations with the couniries in quesvion.
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lie same time, as part of a balanced overall approach
taking in the previous point as well, the Community mus

RS
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try to satisfy some of the requests put to it Jor difleren—
tial, more Tavourable treaiment. This would involve producis
in recpect of which the Community could, under the terms of

the negotiating directives, ofier cuis going beyond the

formmla. The Commission's suggestions are given in Annex

s Y e

List G).

-
In accordance with the wishes of the developiny counirieccg,
particulariy those currently regarded by the international

institutions as the least advanced, the Community must :

- decide on ithe principle of improving the Generalized
System ol Preferences in 1979; +this, while remaining

autonomous, could nevertheless constitute an integrel

part ol the Community's {inal oller;

~ take the decision o introduce in the second phase of
anplication of the GSP {from the bezinning ol 19303 )
errongements giving those countries currently recogﬁ'zed
by the United Hations as least advancecl1 diflerential,

more favourahle treatment, which could go as Tar as dwiy—

free entry for all agricultural and manulacltured producis

covered ny ihe present GSP, with no resirictions on voluwme. .

Fol counting ACP countries, these are : Alzghenistan, Dang—
ladesh, Bhutan, Haiti, Laos, Maldives, ¥epal, Horith and

South Yemen.
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The Commission's proposals are given in annex; it would be
helpful if the Council could give a fair wind to the scheme at this stage
as it goes to be finalized in the appropriate Council bodies. It will

then form part of the Community's final offer in the MTNs.

Non=tariff measures

The main elements are :

a) Selective application of the safeguard clause : this is probably one
of the thorniest points ~ and one of the most important. The fondamen=—
tal need is to define the degree-of international discipline and con-
trol which will prevent possible abuse and counterbalance international
recognition of the possibility of selective ~ and in some cases
rapid = action without thereby rendering such action impossible.

This approach, upheld by the Community and the Nordic countries, has
in the event met with little support, and the developing countries,
particuLaELy the more ‘“emergent” nations among them, clearly feel it
as a threat. Given that, as international relations stand at present
celectivity is already practised to a large extent, it is necessary
to secure de jure recognition of the principle ~ but without paying
an exorbitant price in terms of international controls and loss of
credit for the Community with the developing countries. It should
also Se pointed out that Japan, which has psychological and
historically~based reservations as regards selectivity, is making

its agreement subject to the abolition of all "discriminatory” rest-

rictions maintained against it by certain Member States.

.l./l-



b) Countérvaiting duties and subsidies : the US delegation has
indicated that it is wiLLing to put it to Congress that the
criterion of material injury should be incorporated into the
Us legisltation on countervailing duties<1), thus aligning American
Law on the relevant GATT provisions. In order to get this
amendme 1t through Congress, the US negotiators feel that a
tighter Jiscipline on subsidies is‘required. The Community has
insistc« ., successfully, that the effect of subsidies on trade
must be taken into account, i.e. that a realistic rather than

dogmatic épproach should be taken.

As regards export subsidies for industriét goods, a list
indicating prohibited practices was drawn up by GATT in 1960.
There is no problem of principle, therefbré, involved in updating
the list. Naturally, care will have to be taken fo see that
certain practices, particularly of a tax nature, which are condemned
by the US but considered legitimate by GATT, are not called into

question.

The main problem is to find a way of referriné in such a
text, which must enlarge on the concepts contained in existing
GATT provisions without modifying them, to :

~ internal subsidies in so far as their effect on international
trade is concerned without affecting the right of Member States
or the Community to employ the instruments of their industrial
or regional policies

-+export subsidies on agricultural products.

Furthermore, the US proposal for a right of unilateral action
when the procedure based on articles XVI/XXIII did not lead to a
result in a given period, ought to be resisted; this proposal would
in fact go against the Community's objective on this matter - that is
to _say, respect for the "material injury" criteria. /

(1) It will also be necessary to make sure that when American
legislation is amended as a result of the negotiations the
opportunities for multiple harassment in the United States
(inter alia under Section 337 of the Trade Act) are eliminated.

&
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¢) The customs valuation code : work here is progressing rapidly,

and there is every reason to hope that the code can be finalized’

ad referendum on time. Such an arrangement would at last make it

possible to harmonize customs valuation mehtods at international

level, thus removing certain troublesome disparities (eg. the American

Selling Price and Final List Systems in the United States).

Harmonization in this field has always been considered important

by the Community, and it would appear to be an essential element

d)

of any overall outline agreement.

Several minor technical modifications may be necessary to ensure

the success of the initiative.

The government procurement code : the pr ovisions of the code as
a whole would appear to be on the point of being settled, but one .
major question is outstanding : this involves the level of the
balance of concessions relating to the code's field of application
(procurement agencies and industries covered). Rather than aiming
for the ideal solution of maximum cover, it would appear realistic
to seek a balance at a level which takes account of the constraints

already involved in the Community's internal system (directive on
Public Supply Contracts), even if this has the effect of Limiting

-.-/II
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the-ban on "Buy American"-type preferential clauses. In this case

it would be worth providing for a review of the system, say after

five years, when further progress might be made. This approach seems
acceptable to the US delegation, although it is pressihg for greater
rigour in the contents of the code, in particular for procurement
agencies to be required to supply unsuccessful tenderers on request
with the rame of the contractor seLectéd and the value of the contract.

Code on technical standards and regulations : _the major decision
to be taken here concerns the degree of obligation to be assumed

by governments of States with a federal structure; the Community
is insisting that they go beyond a "hest endeavours' undertaking in
respect of the activities of their provincial or state author{ties
and assume responsibility for them in particular regarding compen=
sation vis~a-vis the other contracting parties. As regards the
settlement of disputes, the Community feels that in view of the
technical nature of the subject matter, some caution should be
exercised in deciding on settlement mechanisms, since in the
majority of likely disputes it would be difficult to judge whether
there was intention to injure commercial interests by means of complex
and varied technical regulations. Another question is the applica-
bility of the draft code to the agri-foodstuffs sector.

vl_.l./-.
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8. Agriculture

The specific nature of this sector, which in the end led our partners
to adopt the negotiating approach presented by the Community, means that a
whole range of items must be incorporated in the outline agreement in order
to make it as balanced as possible and enable it to fulfil the aims of_theA

negotiation.

Such items should ensure a more orderly development and expansion over
the next few years of world trade in the main agricultural products, backed
up by strengthened international cooperation in the conduct of national

agricultural poligies.

They should also enable food requirements to be satisfied and thus

contribute to the security of world .food supplies..

To achieve all these aims, there will need to be a successful
conclusion to current negotiations for international arrangements in three

main areas:

a) International Grains Agreement

Despite opposition from the United States, backed up by other
exporting countries (in particular Canada and Australia), the Community
has urged that the negotiations should cover both wheat and the main
coarse grains. Unless there is a last minute change (which is still
on the cards, the Agreement will consist of three Conventions: a Wheat
Trade Convention, a Coarse Grains Convention and a Food Aid Convention.
The Interim Committee set up by the United Nations Conference will continué
its work in London until 22 June, its terms of reference having been to

draw up the definitive text of the main articles of the International
Grains Agreement. '

Y
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(i) Wheat Trade Convention

Consensus has been reached on the items making up .the Convention, which
will basically consist of a system of minimum and maximum safeguard prices, with

an international stocking mechanism.

The Commission is anxious to secure a satisfactory decision on the exact
extent of the undertacings by exporting countri%s to supply wheat at the maximum
price Level, and the tocks it will be required to hold. Nevertheless, it is
aware that the credib .ity and smooth running of the agreement might require the
possibitﬁty of closer international cooperation in extreme situations to be consi-

dered.

(ii) Coarse Grains Convention

The Community has pressed for é Convention going beyond a mere consultation
mechanism. In the interests of overall balance and économid-togic, (relationship
between wheat and coarse grains), it should insist that at least certain measures
e g concerning stocks, if necessary optional rather than automatic, be included

to add more substance to any agreement.

Dairy Products Agreement

Recent progress has meant that the outlook for an international agreement

- the
onlwhole dairy products sector is now good. Such an agreement would comprise a

(c)

framework for consultations and the exchange of information (in the event

of problems on the market), supplemented by various price discipline arrangements
for the main products (milk powder, butter) and bilateral agreements'on specific
products (cheese).

In the cheese sector the Community can hope to secure various agreements
consolidating its export position,‘while making the minimum number of concessions
necessary to ensure the conclusion of a Dairy Products Agreement, which is of vital
importance to it.

Arrangement regarding bovine meat

Here too its seems lfkety that a multilateral framework égreehent on the
exchange of information and consultations will be reached, backed up by bilateral
agreements on "joint disciplines”, the contents of which were defined in a recent
Commission Communication to the 113 Committee.

n--/ott
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Outside these sectors, the Community is also negotiating
other points with a direct or indirect impact on the Common Agricul-

tural Policy as regards both imports and exports.

Safeguards and standards : the Community must take care

that the items to be included in the overall outline agreement take

account of the special rules relating to agriculture.

Subsidies and countervailing duties : the Community should

make its agreement subject to retaining the full text of Article XVI,
particularly paragnaph 3, which is sufficient as it stands and there~

fore needs no interpretative clauses.

Various products : these are products in respect of which

the Community's partners have requested specif%c concessions, going
well beyond the list of offers lodged by the EEC. The Community has
not so far responded to these requests, feeling that equilibrium has
been reached in the offer/request procedure.

I
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9. Final remarks

Those are the major points which in the Commission's opinion
need to be settled in the overall outline agreement to be drawn up

shortly. Four further observations'may be made :

a) ¢ ven the rapid evolution of the negotiations and the need
for ¢ ally rapid adaptations, the Commission will remain in close
consu cation with the Article 113 Committee, and will report to
the Council at regular intervals until the final conclusion of
the negotiations, when the Council will have to take a decision

on the package of results.

b) With regard to the implementation of,tafiff cuts to be agreed,
we would point out that the Council has already defined the Commu-
nity position (Conclusions of 57 January 1978) : a phased reduction
in two stages, the first consisting of five annual steps, with a
second conditional stage of three steps.(1)

c) It is pointed out that the Council has also indicated
(Conclusions of 17 January 1978) that the Community will not
implement its own concessions until parliamentary procedures of
approval have been completed, where necessary, by its industrialized
partners. '

d) As indicated in the document "Development of an overall
approach to trade in view of the Coming multilateral hegotiations
in GATT" (I/135/73 (COMER 42) of 26 June 1973),.the Communit} is
still keen, in the interests of maintaining a balance, that all
Contracting Parties should apply the same rules and cease to enjoy
the benefit of the exception under the Protocol of Provisional

’Application.

(1) The Council has already agreed that for textiles, iron and steel
products (Chapter 73), andiﬁeéamic producté (Chapter 69), as
regards specific duties and lead additives, the implementation of
tariff cuts will be delayed until 1 January 1982.
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