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Foreword

The first edition of this study was drawn up by the Directorate—General

for Research and Documentation of the European Parllament at the request of the

et ems 1 wmeemenna oot e £ i S PO

‘roup of European Progressive nemncrats and ‘the Furopean Coaservative Groun and

appeared in March 1977 It was an attempt to answer one of the questlons
most frequently asked in Denmark today, namely 'How had Denmark s membershlp

of the EEC affected the country s economic 11fe°'

The problem with publications of this nature is that they very rapidly
become out of date and lose their value as a basis for discussionh. In’the
expectation that the need for information on Denmark's mnembership of the
EEC would presumably rise sharply during the run-up to direct elections
to the European Parliament in June 1979 and in response to a request from
the Group of European Progressive Democrats for updated information for use
ags a supplement to the original edition, the Directorate-General for Research.

and Documentation decided to bring the 1977 edition completely up to date.

One point must be made at the outset, as was the c38e with the previous
edition, nothing in this study will surprise anyone mho has been closely
following the developments surrounding Denmark's membership of the EEC in
the Danish daily newspapers, although some subjects are given more detailed
treatment here than they would normally receive from the Press. It is
hoped, however; that the study will meet the need for an overall .survey of
the consequences of EEC membership for the main sectors of the Danlsh economy
that was observed on publication of the first edltlon.

Once again, to keep the size of the study within reasonable limits, only
those sectors vhere conditions are most directly affected by membership of the
Community, viz. agriculture, fisheries, manufacturingvindustry and foreign
trade are discussed. 1In the years ahead the labour market will also be
affected more and more by Community membership and it therefore seemed

appropriate to discuss this aspect too, being an integral part of Danish
economic life. Finally, the European Community's economic and monetary
policy and its significance for the Danish economy is dealt with in a

separate section.

A number of major Danish trade organizations and industrial associations,
together with employers and trade unions, have contributed valuable information
and data for the study. In‘many cases the effects of-European Community
policies have been illustrated by recording an individual industry's own
assessment of the situation. Of course, other groups in society, such as
the consumer movement, will in certain cases have viewpoints differing from
those held by industry. This fact must be borne in mind, since the present
study has not attempted to make any general analyeis of the attitudes of the

Da.-arf.jfh/cod - i - PE 48.168/rev.
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various social groups towards membership of the Community.

Nor does the study purport to give an actual description of Community
‘policy within the sectors dealt with but seeks mainly to define the effect
of that policy within the lndustry in question. For this reason, the
discussion of European Community policy largﬁq‘con31sts of references to its
individual facets. Readers who require a more detailed description of the
Community pélicies as such are therefore referred’tp the ébundant literature
on the subject - e.g. the fact sheets published by the Eurépean~Parliamént,
which describe Community policy in all the areas dealt with in thié'study.'

Da.-arf.jfh/cod - n - ii - PE 48.168/rev.



CHAPTER I
AGRICULTURE

Introduction

Ever since the foundation of the European Communities, Danish farmers

have strongly advocated Danish membership. In the late 1250°s Denmark®s
agricultural exports to the countries of the continent of Europe that later
came to form the original Community had been considerable., Faced with

the newly-established Community import barriers in the agricultural sector,
Danish farmers saw this major market slipping out of their grasp. The
situation became even worse when subsidized EEC agricultural exports increased

competition in other export markets.

At the beginning of the 1960's Denmark applied for membership of the
European Community, agriculture being one of the reasons for doing so. At
the same time, the agricultural situation was clearly so serious that a
special effort had to be made if Denmark®s position as a leading producer
and exporter of agricultufal products was to be maintained until it could
join the Community. In the 60°s therefore a series of support measures
was introduced, mainly in the context of domestic market organization,
under which domestic prices were fixed independently of world market prices
and adjusted according to trends in production costs. The cereal market
was then organized along the lines of that of the Community and a liguid
regserve fund was set up for agriculture. The guidelines for the activities
of the liquid reserve fund were laid down by law but it was administered
by the agricultural organizations themselves. The fund, which amounted
to Dkr 478,300,000 in the financial year 1972/73, was mainly used for

various kinds of production subsidies.

On 1 February 1973 these national aid arrangements were brought to

an end and replaced by the EEC®s common agricultural policy.

A. DANISH AGRICULTURE: AT THE TIME OF ACCESSION

With a population of only 2% of that of the total Community, Denmark
accounted for 4.8% (1974) of its agricultural production. Moreover, the
country was much more than self-sufficient in a large number of products.
The level of self-sufficiency in pigmeat in 1972 was 458%, for poultrymeat
315%, for beef and veal 219%, for butter 323% and for cheese 246%. On
the other hand, the level of self-sufficiency in cereals is normally around
100%} whilat for fresh fruit in 1972 it was very low at 56%. Two-thirds
of Danish agricultural products are exported and agricultural exports make
up about one~third of total Danish exports.

The following table shows the production figures for Danish agriculture in 1972

immediately before accession and in 1976 and the figures for the Community as a whole.

Since accession, howevey, there has been a considerable increase in cereal
production, and in recent years the degree of gelf-sufficiency has exceeded

100%
Da.-kmc,sr/cc PE 48.168/rev,
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Another characteristic of Danish agriculture is the relatively large
size of farms (22 ha in 1973 and 23.4 ha in 1976). Only France and Britain
have higher averages. During the 'survival period®’ in the
60s, however, agricultural investments fell and it was not until 1972 that
the trend changed. Although, partly because of the convenient size of its
farms, Denish agriculture's production apparatus even on accession was un-
doubtedly relatively modern and rational compared with most of its Community
partners, it still left something to be desired considering what might have
been achieved through a more expansive investment policy prior to membership.

This was particularly true of praduction capacity in the animal sector.

B, THE INDIVIDUAL FEATURES OF THE COMMUNITY AGRICULTURAL POLICY AND THEIR
IMPORTANCE FOR DANISH AGRICULTURE

1. Organization of the markets

Right from the beginning, on 1 February 1973, Denmaxk adopted all the
principles and machinery of the common agricuitural policy. Prices were
to be gradually adjusted over a five-year period to the level in the original
Member States. Because of general trends, pfices for all animal products
except butter were fully adjusted as early as 1973.

Participation in the common. agricultural policy immediately meant
that Danish agriculture'®’s competitive position was radically improved:
whereas exports to the original Member States had previously been subject
to import duties, those countries could now be regarded as a large domestic
market. At the same time, the‘Community's refund policy radieally improved
the competitive position of Danish agricultural products on the markets.of
‘third countries. From 1 February 1973 to 1 July 1978 the Community's
“agricultural fund paid out a total of Dkr 12,418.3 million in export aid
(including monetary compensatory amounts) to Danish agriculture (see Table 2).
In 1977 alone Dkr 3,700 million were paid out. '

Table 3 shows the trend in the value of Danish agricultural exports to
the Community and third countries excluding Community export aid in the period
1972-77.
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Table 4

Agricultural production in million kg

1972 1973 1974 1975 1976 1977 Jar¥-oune
Total milk products .... 4636 4729 4818 4918 5045 5139 5190
BULLETr .coeesssecoaces 136 146 137 139 139 131 133
Chees@ ..... esseseseee 131 128 150 152 157 177 184
Beef and veal c..eeee... 191 205 261 259 264 263 257
Pigmeat ....eecceeeseo-. 817 832 791 776 759 786 807
poultry, oven-ready .... 85 9 95 ° 90 97 103 100
EQGE covocevceoscennnces T4 73 73 75 71 68 68
6633 7261 6251

Cereals ccescoccvcocvvocs 7087

5209

7391 -

Source: Sfatistiske Efterretninger,;Danmarka‘Statiétik

Table 5 .
Agricultural exportsg by quantity and main product group
’ . first first
1972 1973 1974 1975 1976 1977 half  half
1977 1978
Horned cattle e L : ‘
(1,000) voeees. 38.3 31.3 32.9 30.2 20.6 17.9 10.2- 5,0
Live pigs » »
(1,000) cecowees 117.7 162.8 98.0 73.5  82.5 66.0  35.7 32.5
Beef and veal ’ v
(1,000 tonnes). 69.9 °3.2 105.3 128.,5 107.2 137.4 75.0 77.1
Pigmeat (1,000 :
tonnes) eecesse 352.8 337.0 336.8 359.1 332.9 347.2 168.9 181.0
Poultry (1,000 _ ) ,
tonnes) ceecee. 52,2 4844 55.2 - 85,0 50.2 593 30.6 26.1
Butter (1,000 . ' ,
tonnes) ecoceces 87.2 99,8 101.2 98.1 9l1.8 89.8 47 .4 50.0
Cheese (1,000 : . 1 ;
tonnes) ..cee.. 75.4 83,9 95.1 100,1 1ll6.2  125.4 58.0 65.5
Preserved milk . ‘ :
(1,000 tonnes). 85.2 92.7 96.6 6349 95,8 95,2 51.4 62.4
Source: Landgkonomigk oversigt
Da.~kmec, sx/cc -7 - PE 48.168/rev.
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Table 3 shows that total agricultural exports in the period
1972-77 at current prices inéreaSed from Dkr. 8,200 million to Dkr.
14,600‘mi11ion. During the same period the Community's percentage

“share of Danish agricultural exports increased appreciably,,from :
59.7% in 1972 to 70.5% in 1975. 1In 1976 and 1977 the share fell:
back to only 67.6% in 1977, mainly because of the slump on the
British market. For the six original Member States however, the
trend was much more marked and regular, from 20.8% cf total
agricultural exports in 1972 to 37.4% in 1977. 2

Table 4 shows the trend in Danish agricultufal production by
quantity in the period 1972 to 1 July 1978 and Table 5 shows the trend
in total agricultural exports by quantity during the same period. G
Table 6 shows the trend of agricultural exports to the Community by
value, country and prodﬁct, Tables 4 and % show that the sharp. .
increase in the value of agricultural exports'haS’cnlyfiﬂ iQi?,&n&
1978 been accompanied by an increase in the'quantitiesvprodﬁced and
sold. A detailed account of the production and'salesbtrend for each
product in the period 1972-77 follows. ' k

(a) Milk

Up till 1971 milk production showed a downward'tendency.' Since
then total production has increased as a result of an increase in the
dairy cattle population and a higher milk yiéld. Total production in
1977 was 5,139 million kg. compared with 4,636 million kg. in 1972, an

increase of about 11%, spread evenly over the years concerned.

Preserved milk epr:ts amounted to 95.2 million kg.
(Dkr. 1,136 million) in 1977 compared with 85.2 million kg.
(Dkr. 596 million) in 1972, Exporté of preserved milk increased Sharply
from 1972 to 1973 but then fluctuated and in 1975 there was even a
pronounced drop. In 1977 only a small proportioh, to tﬁevvalue of
Dkr. 110 million, was exported to the Community, mainly Benelux.

(b) Butter

After accession Denmark increased its butter production from
136 million kg. in 1972 to 146 million kg. in 1973.  In subsequent
years production either remained constant or fell and at 131 million kg;
in 1977 was lower than in 1972. ‘

Before accession the United Kingdom was the chief importer of
Danish butter. Smaller amounts were exported to the original Member

States, the Middle East, various countries in Africa and Asia and

Da.-kmc.sr/jw ' - 12 - PE 48.168/rev.

; .




certain statetrading countries. Increased production in 1973

together with a drop in domestic consumption led tc a considerable
increase in exports, from 87.2 million kg. in 1972 to 101.2 million kg.
in 1974, mainiy accounted for by sales to Germany. Since 1974 exports
have been falling. In 1977 total exports amounted to 89.8 million kg.
only 3% more than in 1972.

The strucﬁure of exports has also'changed; Despite an increase
of 37.3% in the value of exporté to the present Community from 1972
to 1977, there has been a sharp drop since 1975, mainly because of
conditions on the British market, whichkexperienced a drop in '
~ consumption and severe competition. From 1975 to 1977 the value of
exports to the United Kingdom fell sharply by 16.6%, but this has been
partly offset by increased exports to Gérmany‘and France and various

third countries.

(c) Cheese

The additional milk produced has been used chiefly to expand
cheese production from 131 million kg. in 1972 to 177 million kg. in
1977, an increase of about 35.1%. Apart from a slight drop in 1973

the increase has been steady.

Exports increased even more sharply, from 75.4 million kg. in
1972 to 125.4 million kg. in 1977. At no time during this period has

there been any sign of a downward trend.

The value of exports to the present Community increased sharply
in the period 1972-77. Export earnings in 1972 for instance amounted
to only Dkr. 277.2 million compared with Dkr. 869.7 million in 1977,

an increase of 213.7%. Exparts to third countries have also increased.

Importing as it does Dkr. 502.9 million worth of Dgnish cheese,
Germany is the main market, followed by the United Kingdom. Exports to
the USA increased sharply from 1970 to 1974. Thereafter the Community's
policy of refunds for exports to the USA was changed to get round
American countervailing duties. This meant an appreciable drop in

Danish cheese exports to the USA.

(d) Beef and veal

Beef and veal production has fluctuated sharply but the COmmuhity's
intervention system has tended to offset these production swings.
Productign in 1972 amounted to 191 million kg. but has now stabilized
at around 263 million kg.
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Exports of beef on the hoof fell during . the same perioa but
exports of beef ahdvveal have increased appreciably. The quantity of
total exports has thus increased by 96.6% to 137.4 million kg. compared
with 69.9 million kg. in 1972. ' ‘ '

"After accession exports to the 6riqinal Member States rose
sharply, increasing in value by 190.1%, from DXr. 574.6 million in 1972
to Dkr. 1,666.7 million in 1977. Exports to third countries have
however fallen. The sharpest increase in exports was to_tha United
Kingdom, from DKr. 5.4 million to Dkr. 171 million in the period
1972-77. ’

But the trend has certainly not been constant. Monetary disturb-
ances in Italy followed by import restrictions and deposit regulations:
 brought about a considerable drop in exports in 1974 and 1976. At the
same time widespread_droughtrled'tokincreased,imports and an unstable
market. ' o ' ' '

'Thethreéﬂmin'markets are>Itély} the United Xingdom and Germany,
which together import about 85% of all exports by volume.

(e) Pigmeat

~ Pigmeat production, which amounted to 817 miilion kg. in 1972,
has been falling in recent years. Apart frpm a slight increase in
1973, production fell up to 1977. In 1976 759 million kg. were
produced, 7% less than in 1972. | '

chevér,vproduction increased by 3.6% in 1977, when about
400,000 more pigs were slaughtered than in 1976. Production has again
increased since autumn 1977 and it is expected that in 1978 600,000 :
more pigs will be slaughtered than in 1977 as there has‘been a sharp

increase in the number of piggeries built.

The drdp in production in the period 1972-76 alsc had serious
repercussions on exports, partly beéausé of increased domestic
consumption and problems in finding a market for the most important
product,; bacon.. In the period 1972-77 exports of live pigs £fell by
44% and of pigmeat by 1.6%, i.e. from 352.8 million kg. in 1972 to
347.2 million kg. in 1977. Exports in 1976 were 5,7%'lower than in
1972, In 1977 however the trend reversed and there was a 4.3% increase
in exports over the preceding year. This trend seems to be continuing
in 1978.
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_ The structure of exports of pigmeat changed‘cthiderably after
accession.  Exports to the original Member States increased sharpiy
vlmmedlately after acce531on ‘and contlnued in the next few years but at
a much slower pace. Exports to the Unlted Kingdom have been falling
since 1975, in value as well as quantity. The drop was 19 2%. “from
bkr. 2,704.2 million in 1975 to Dkr. 2,183.7 million in 1977. Exports
to third countries have also been falling, but Japan looks like a new

" and promising market.

(£) Poultry@eat, oven-readv

_ Apart from 1975, production has increased steadlly, from
85 million kg. in 1972 to 103 million kg. in 1977, an increase of 21.2%.

Since 1973, domestic¢ consumption has increased more sharply than
production so that exports have fallen. ’The largest proportion of
exports (about two-thlrds) goes to third countrles but since accessxon
exports to Germany have increased sharply, from Dkr. 8.1 million 1n'
1972 to Dkr. 147. 5 mllllon in 1977. Exports. to the communlty as a
whole increased from Dkr. 39.8 million in 1972 to Dkr. 165.7 million in
1977. But . on the other hand exports to the United Xingdom have fallen
sharply. ’ ‘

‘(g) Eggs v

Except in 1975 production has decreased slightly since 1972. .The
downward trend began as early as 1967 and was particularly marked up to
1971, but production now seems to have stabilized at around 70,000

tOnnes a year.

Denmark 1tself is by far the most 1mportant market. vExports
1ncreased sharply from 1972 to 1976, Germany belng the main 1mporter,
accountlng for Dkr. 33.6 million in 1975 compared w1tthkr. 1.9 million
in 1972, Since then exports have been falling sharply,!~Totai exports
in 1977, for instance, were worth Dkr. 5.7 million, Germany accounting

for pkr. 4.3 million. ‘ :

~(h) ‘Cereals

"With a yleld of 7, 391 million kg. the 1977 cereal harvest reached
the same record level as in 1974. This 1ncrease was due to good weather
conditions_and an increased production area. High Community prtcoa saem.
to have acted as an incentive to cereal production,'espeCially emong
older farmers, often at the expense of the more labour-intensive animal
production. B v '  | '
Although production in»the 19605'had to be supplemented with some net
imports, at the beginning of the 1970s imports and exports were more or ‘less
in balance. The go:d harvest in 1977 1led to net exports .of 949 000 tons
of cereals in 1977,78
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In the period 1973-77 it has been necessary to carry out intervention
purchases within the categories beef, butter, skimmed milk powder and graln.

Table 7 shows the extent of intervention purchases made.

Out
of a production of 1,252,000 tonnes of beef and veal in the period 1973~77
a total of 153,294 tonnes or 12.2% of the production had to be bought by

Purchases in individual years varied between O (1973) and

The extent of intervention purchases has been greatest for beef.

intervention.
17% (1976).
1/3 of the amount purchased in 1976.

In 1978, however, purchases amounted only to 15,786 tonnes or
Thus after a period of four years the

beef market seems to have regained a certain stability.

Apart from 1973, where intervention purchases amounted to 32,000 tonnes
or 22% of the annual production, purchases of butter have been far less
extensive than was the case with beef. In 1975 they onlv amounted to 2 121
tonnes or 1l.5% of the annual production, but again in 1977 they reached

4,492 tonnes corresponding to 3.4% of the productlon of that year.:

Purchases of skimmed milk powder have varied between 660 tonnes in 1973 and
41,300 tonnes in 1975, 1In 1977 a total of 13,540 tonnes were bought, These
figures are to be related to an annual production of about 5,000,000 tonnes

of milk during the period in question.

Intervention purchases of grain have been of a very limited importance.
In the period 1973-77 they amounted to less than 0.5% of total production.

The net deficit (i.e. the difference between the purchasing price and
the selling price of the intervention authority) in connection with inter- '

Ventlon purchases in Denmark 1n the period 1973-77 amounted to about Dkr 3,400

million. - In 1977 the net def1c1t, which is refunded by the EEC's. agrlcultural“
fund, only amounted to Dkr 680 million, which was the lowest figure since 1974.
Table 7 ‘
INTERVENTION PURCHASES IN DENMARK 1973-77 IN TONNES
: SKIMMED
MILK
BEEF BUTTER GRAIN POWDER
% of % of % of
, annual annual annual
Year tonnes | production | tonnes | production| tonnes | production | tonnes
1973 , o) 32,081 22,0 o 660
1974 42,459 16.3 2,731 2.0 (0] 4,140
1975 39,258 15.2 2,121 1.5 46,320 0.7 41,300
1976 45,837 17.4 9,746 7.0 9,452 ‘ 15,860
1977 25,740 9.8 4,492 3.4 85,965 1.7 13,540
| Total|153,294 12,2 51,171 7.4 141,737 0.4 75,600

Source: The Danish Ministry of Agrlculture, Direktoratet for markedsordnlngerne

Table 4
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As mentioned in the'introduction, panish farms are amongst the more
modern and rationally managed in the Community. As the main aim of the
Community's structural policy is to bring more backward farms up to the same
level as the efficient farms, this aspect of the agricultural policy is of

less importance to Denmark than to certain other Member States.

The following is a summary of structural policy and the importance of

its various aspects to Danish agriculture}

(a) Modernization aid

The directive on modernization aid was implemented by law in 1973 and
provides for the granting of interest subsidies on investment loans, state
guarantees for loans, meat production subsidies, cooperation subsidies and
finally bookkeeping incentives. Interest subsidies on modernization loans
are the most important, 25% of them being refunded by the EBEC's agricultural
fund. 1In the period 1.1.1973 to 31.12;1977‘£he COmmunity granted about
2.5 million u.a. in modernization aid to 6,138 farms in Denmark.

(b) Socio-economic gquidance

The directive on socie-economic guidance has been implemented primarily
by extending the general advice service provided by the Danish farmers
associations. Three full-time consultants have now been recruited, and by
31.12.1977 they had provided guidance to 209 farmers.

AgrlculturaL fund aid for this act1v1ty amounted to about 42,000 u.a.

in 1977. The directive's importance for Denmark must be regarded as limited.

(¢) Cessation of farming

Denmark'succeeded in postponing implementation of the directive until
1 January 1978, claiming that because of its relatively good agﬁﬁcultural
structure and possible problems in connection with existing social legislation,

it was not relevant to the Danish situation.

Denmark has however not yet taken steps to implement the directive
andis. therefore guilty of infringing Community regulations, but for the
time being there is no sign that the Commission will institute proceedings

against Denmark in the ' European Court. of Justice.

(d) Aid to hill farming

There are no areas in Denmark that qualify for aid: as the Danish
government informed the Commission, under- the terms of the directive it
considered there were no areas in Denmark which could be deemed to be ‘less

favoured®.
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(e) Premium gystem for the conversion of dairy herds to meat production and

the non-marketing of milk and milk products

This regulation was adopted by the Council in 1973 with a view to
limiting milk production in:the Coﬁmunity. To qualify for premiﬁms,‘férmers
had to have at least eleven dairy cows on 29 June 1973,'had to refrain from
marketing milk during a four-year period and during the same periéd had
to maintain the previous number of units of bovine animals. ‘Any cows the
farmer then continued to keep would have to be primarily beef cattle. v
12,168 cows, representing 1.05% of total stock, were registered in- Denmark
under the regulation, which’expired on 31 December 1974. ‘

1977 saw the introduction of a new system of premiums for the non-
marketing of milk and milk products and for the conversion of dairy herds.
The conversion systemapplies to farmers who, in the 12 months immediiatel‘y preceding
the application for aid, have supplied at least 50,000 kg of milk or Havé \
at least 15 dairy cows.

(£) Project aid arrangements

Under the Cdmmunity'systructural policy, since 1965 project aid has
been granted for improving the production, prbéessing and marketing of
agricultural products. Up td 25% of investment expenditﬁre qualifying'for
subsidies may be covered by such aid. In the'period 1:1.1973,to 31.12.1977
about 44 million ﬁ.a; Were‘granfed in Community aid to banish projécts of
this type. In the same peribd about 22 million u.a. were paid,out.

(g) Common measures to improve the conditions under which agricultural
products are processed and marketed

This regqulation, which was'adbpted in 1977, more cS}r less covers the area

previously coveredby the marketing sector of the original prOjéqt"ai'd arrangements ’
i.e.,investments for rationalizing or developing étorage capacity, market pre-
paration, preservation, treatment or processing of agriculturai proje»ctsv, improving
marketing channels and price formation mechanisms. To qualify for aid,projects must
form part of a programme for’the sector in question - a requirement not stipulated in
the original project aid system. Community aid amounts to 25% of 'the-' investnient,
Member States grant at least 5%and the ‘beneficiary must -contribute at least 50%:

In 1978 3.9 millionu.a. were granted in aid to ‘Denmark under this r'egu‘latrioh.

3. Harmonization of laws

The directives on the approximation of Member States‘: laws that are
of importance to agriculture concern food, animal fodder, eeéds, piant health
and veterinary questions. Only the veterinary directives however can be
gaid to be of major importance to Danish agriculture since none of the other
" directives adopted have brought about major éhanges .in the productivity

or competitivity of Danish agriculture.
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The following directives have so far been adopted in the veterinary

sector:

(a) Directive on trade in bovine animals and swine

Because of the risk of swine fever spreading, Denmark is being allowed
to maintain its national provisions until 30 June 1979, and live pigs may
therefore not for the time being be impofted.into Denmark. Denmark may
also ban imports of live cattle until 31 December 1982 because of the risk

of foot-and-mouth disease.

(b) Directive on trade in fresh meat

The directi@e's provigions for slaughterhouses, methods of slaughter,
meat control and imports of beef have entered into force in Denmark.
National provisions on imports of fresh pigmeat are however being maintained
antil 30 June 1979, which in practlce means that fresh plgmeat may not. be '

imported into Denmark.

(c) Directive on the importation of bovine animals and swine and fresh meat

from third countries

The national provisions on pigmeat ‘and on'live cattle and pigs‘are
being maintained until 31 December 1982, - Live pigs and pggmeat may therefore

not be imported into Denmark from third countries at present.

(d) Directive on trade in fresh poultrymeat

In principleﬁthe directive has entered into force but Denmark is
maintaining import restrictions because of the danger of poultry diseases,

especially fowl pest, spreading.

(e) Dairy products

So far there are no common EEC rules for the production of or trade
in dairy products. Although Denmark may not however apply any general
import ban on dairy products, it may stipulate that they should meet national
requirements. In practice, however, these requirements preclude imports
of dairy products other than butter and cheese since practically no foreign
supplies can fulfil the strict Danish requirements en herd‘inspections
and the treatment of milk.. | 3

The maintenance of national provisions means that Danish agriculture
has a monopoly of most of the domestic market while at the same time
Danish agricultural exports have free access to the markets in the rest of

the Community.
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‘It has been asserted that by maintaining these requ1rements Denmark

is conductlng a covert protectionigt: policy in agriculture,- and it is small
wonder that farmers are not particularly :Lnterested in a change in the
provisions and the subsequent opening up of the Danigh domestic market.
The stringent Danlsh veterinary requlrements do not however merely affect

competition on the domestic market. The maintenance of high Danish standards
is a precondition for Danish exports to some third countries that allow.
imports only from countries that have eradicated: a ‘number of infectious
animal diseases. A general opening of the Danish agricultural market to
imports from the other Community countries would therefore, under present
veterinary conditions, be partlcularly detrimental to Danish exports to third

countries such as the USAs
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4. Establishment

so far seven directives have been adopted in this area, allowing
establishment in other Member States to a limited extent only. Denmark

has also been able to postpone their implementation until 1 January 1978.

In order to implement these directives the requirements laid down
in the 1959 law on the acquisition of property, that persons and companies
from other Member States must be resident in Denmark for 3 years before they
can acquire property has had to be waived. This derogation also applies
to the acquisition of farms, although the conditions laid down in the
law on farm ownership must still be observed. This means that citizens
from other Member States must also fulfil the legal requirement of

residing on the farm, and having farming as their main occupation.

The reason for this special Danish law was that the price of
agricultural land in Denmark would not be the same as in the other
Community countries until the price of Danish agricultural products was
fully harmonized with that of the Community at the end of 1977. Until
then it was felt necessary to prevent speculation in Danigh agricultural
land.

In view of the current price of Danish agricultural landl, and
the requirements of the law on farm ownership} there is not expected
to be any noticeable influx of farmers from other Member States.
Experience in 1978 seems to support this view. According to the Danish
Ministry of Agriculture 4 farmers from other COmmﬁnity countries used

the opportunity to establish themselves in Denmark in 1978

C. OTHER FACTORS OF IMPORTANCE TO THE COMPETITIVE POSITION OF
DANISH AGRICULTURE IN THE COMMUNITY

Despite the fact that the agricultural policy is the most radical
aspect of Community policy, it still does not cover anything like all
the factors of importance to the competitive position of agriculture.
In the last few years, during discussions in agricultural and political
circles on Danish agriculture's prospects in the Communityz, the

followingelementédﬁtsidetheCoﬁhéh Agricultural'Policyﬁﬂgaé‘been held

1 For further details see p. 29,

One of the most significant contributions to the debate was a 1977
report on the future agricultural policy drawn up by a committee set
up by the Ministry for Agriculture and composed of representatives
of farming circles and Ministry officials.
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responsible for developments during the first years of Danish

membership:

1. National aid arrangements

Although the Common Agricultural Policy finances most expenditure
connected with agricultural market support, Membef States continue to
devote large sﬁms to the agricultural sectoxr in the form of aids to
retirement, grants or reduced interest loans for investment, aids for
infrastructure projects, etc. The amount and destination of these
various national aids vary considerably from country to country and
their effect on competition can be substantial. A table has been published
in the 1976 Report on the Agricultural Situation in the Community based
upon information transmitted by the Member States in their inventory of
State aid in agriculture. Figures are not directly comparable from
country to country notably owing to the inclusion by several Member States
of aid financed by parafiscal charges (charges equivalent to a turnover
tax confined to certain produce) levied on agricuitural products which
do not constitute a transfer into the agricultural sector (Denmark
19 million u.a., France 250 million u.a., Netherlands 36 million u.a.,

United Kingdom 29 million u.a.).

The figures in the 1976 Report (See Table 8) establish that Denmark
has a very low level of national aid for producers‘compared with its
final agricultural produetion, particularly when receipts from parafiscal
charges are taken into consgideration. Other countries with low levels
of national aid are Belgium and the Netherlands. France, the United
Kingdom and Germany have high levels of national aid and Ireland and
Luxembourg‘very high levels. These differences in 1evels of aid are
capable of distorting_competifion although{the exact effect is difficult

to measure.

The Commission lays down for each type of aid a maximum permissible
level to which Member States must conform. Expenditure for early
retirement is an important element for France but cannot be said to
immediately effect the competitive position of French agriculture.
Equally infrastructure needs for laying on water, land consolidation,
access roads, dykes and other basic public services vary. considerably
from one region to another. In Denmark and the United Kingdom, where
agricultural structures are good and services developed, this type o
expenditure has taken place in the past rather than today. A substantial
amount of State aid to the agricultural sector can, therefore, be
justified in certain Member States. Investment aid to farms which are
already modernized, whether in the form of direct grants or subsidized
loans, and direct income aids to compensate for lcsses of revenue (which
have increased considerably in recent years) pose a more serious threat
to Denmark's competitive position.
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- The Danish view is that most of the national aid granted in the
other Member States is in éccordance with the EEC Treaty. Although
Denmark has repeatedly raised the question of allegedly illegal national
aid arrangements at Council meetings, the problem as far as Danish
agriculture is concerned seems to be differences in the legal aid
arrangements laid down in Mehber States although the existence of any

illegal aid arrangements would obviously aggravate the situation.
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Table 8

National aid for agriculture, fisheries and forestry in‘1974 or . 1974/75

Million  Aid in % of  Final agricultural
Member State ‘u.a. EEC total production % of EEC total
© Germany : 2059 30.8 X 21.7
France Lo 2439 36.4 R 26.8
Italy . 362" 5.4 . 20.6
Netherlands = ’ 278 4.2 : 7.6
Belgium 73 1.1 4.2
Luxembourg 17 . 0.3 : ' 0.1
United Kingdom 1119 16.7 12.4
Ireland 258> . 3.9 : 1.8
Denmark 83 i 1.2 4.8
Total 6688 100.0 e 100.0

Source: Commission of the EC: The agricultural situation in the
Community, 1976 :
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2. Taxation‘

Differences in taxation are also capable of creating distortions
between Member States. Danish agriculture benefits from no tax concessions
other than those applicable to Danish industry in general. Income tax
in particular is a considerable burden, With the exception of the United
Kingdom, all the other Member States apply more favourable tax systems
either through lower rates of income tax or through calculation on a

basis other than real disposable income.

In 1975, for instance,'German farmers, who prbduced_five times as
much as Danish farmers,,béid just under Dkr. 500 million in income tax
whereas Danish farmers paid.about Dkr. 2,000 million in the same year.
However, part of this tax is recuperated through social security payments
which are entirely financed by taxation whilst in other countries they
are contributory. Social sedurity payments to farmers amounted to
pkr. 1,575 million in Denmark in 1973 against Dkr. 3,615 million in
Germany. It is also true that some countries, including Germany, -
subsidize social security payments Heavily. Cbntributions by German

farmers cover only 20% of‘payments made. -

Danish farmers also have to pay a special capital gains tax when
they sell their property. Although the amount on which capital gains tax
has to be paid will in many cases be 1imited, in practice, perhaps
frequently for psychological reasons, it acts as a disincentive to
property sales. This was clearly illustrated when in 1977 the capital
gains tax on family transactions was eased; the result being a sharp
increase in such transactions. Property on sale on the open market is

however still subject to the original rules.

Because of the capital gains tax, older farmers often refuse to
sell their property, preferring instead to stay on the farm but to‘give
up labour-intensive animal production and forage crops and to concentrate
on grain production. Further, the capital gains tax often prevents
younger farmers from moving to a larger farm. Within the Community, only
Britain and Italy have a similar capital gains tax, but the;Italian one

is much more moderate than the Danish.
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3. Interest rates

The agricultural sector is considerably more sensitive to differences
in interest rates than other branches of industry because of slow capital
turnover. It is estimated that there is a turnover in a farm's
invested capital (excluding land) about one and a hélf times a year' 
whereas in industry and trade the turnover rate is much quicker. Such
big differences in interest rates as there have béen in the Communities
in recent years can therefore be of décisive'importancefto the
agricultural coméetitivity of individual Member States. Table 9 ch ows
developments in interest on long-term 1§ans illustrated by means of the
yield on fixed-interest government bonds in the period 1973-78. Until
the beginning of 1977,‘Denmark, Ireland and the United Kingdom were
among the countries with the highest interest rates. Since January 1977
Denmark has had the highest interest rate.
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4., ounts

The common agriculturel policy's guaranteed producer price is
expressed in units of account. Since the exéhange rates Originallyv_
established between the unit of account and individual national
currencies have not been revised to take account of subsequent
‘revaluation and devaluatlon, a system of monetary tcmpensatory amounts
has had to be 1ntroduced

When a Member State revalues, aid is granted for exports. of
agricultural products so that- other Member States pay the same import
price in their currency while imports from other Member States are taxed

so that the price calculated in the revalued currency remains the same.

Several countries including Denmark have, however, asserted that in
the long term this system distorts competition and favours the country
‘that is revaluing at the expensé of countries that are devaluing or have
a stable currency. Revaluation leads to lower prlces for lmported raw
and ancillary materials and machinery, but export prlces remain unchanged
Revaluation therefore makes it possible to reduce export prices or to

increase agricultural incomes.

The opposite applies to farmers in a country that is devaluing.
The price of imported raw and ancillary materials and machines increases
while export. prices remain unchanged since the collection of compensatory
amounts makes~it_difficult to compensate by increasing'exporthfiCeé.
At the same time imports of agricultural products are‘subsidized,‘so

they remain relatively competitive.

For a country such as Denmark, which has had a relatlvely stable
currency gince accession, it might be thought that the advantages ‘and
disadvantages of the system would cancel each other out. Even assumlng
that this happened in theory, in practice the system would still lead to
sudden changes in the competitive situation and the consequent distortions
of the market would make a long-term production and marketing strategy
difficult. Added to this is the fact that in recent years it has been
mainly the exporters  (the Fedéral Republic of Germény) of agricultural

products competing with Denmark that have revalued, whilst it is mainly

It has gradually become the practice, however, to make up the
difference between the original central rate and the prevailing rate
only partially. This is done by laying down special exchange rates
for the agricultural sector, from which we get the terms "green pound',
'green lira' etc.
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the importing countries (Great Britain and Italy) that have devalued.

So in'theofy, too, it seems that Denmark's competitive position has been
impaired. Danish agricultural interests are of the opinion that the
ground gained by the Germans on the British butter market is to a large
extent due to improved German competitivity as a result of export

subsidies in the form of monetary compensatory amounts.

However, monetary coﬁpensatory amounts also have the positive
effect of protecting producers from sudden drops in prices on the export
markets. It was largely the lack of such a 'guaranteed exchange rate

system' that previously bound the Danish kroner to the English pound.

In brief, the Danish view is that the system is desirabléras a
short~term measure to cushion sudden exchange rate fluctuations, but
thereafter the 'green rate' should graduallykbe adapted to actual rates

of exchange.

The Commissioﬁ is aware of the unfortunate side-effects of the
system and feels that in the long run the 'green exchange rates' should

be adapted to actual exchange rates.

5. Wages

The wage level for skilled and unskilled labour in Denmark is
higher than in most other Member States. This makes it difficult to
market the more highly processed products from the animal 'sector.

6. Price of farms and agricultural land

The price of agricultural land and its effect on farming profits
has been the subject of discussion both before and during Danish
membership. Opponents of Danish membership claimed that membership
would increase the price of land because of improved earning capacity.
Only already established farmers would reap the advantages of member-
ship whilst farmers that established themselves later would have to

pay the higher price that reflected improved opportunities.

Membership could in principle affect the price of Danish farms in
two ways: firstly, if membership léd to better and more secure earnings,
the price of farms and every other type of establishment would go up.

The second and more theoretical possibility is increased demand for
farms as a result of farmers from other Community countries being
allowed to establish themselves in Denmark under the law of

1 January 1978, 1In view of the very limited number of farms sold to
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buyers from other Community countries in 19781, the possibility of

prices being affected for this reason can be disregarded.

The trend in the price of products since membership has on the
whole‘been beneficial to agriculture, and the price of farms has
therefore risen, as can be seen from Table 10 which compares the trend
in the price of farms with that ofksingle-family houses. But it is
difficult to determine how far the increase in the price of farms is
due to improved earning-~ capacity after accession and hOW'far to . the
high rate of inflation in the 70s which stimulated property investment

and as a result increased demand for farms.

Unless production ié'made more efficient, higher land prices may
to some extent cancel out the advantage to newly~estabiished farmers of
increased product prices. Experience has however shown that increased
land prices force newly-established farmers to farm more intensively
so that in practice only part of the increased earnings from higher
product prices will be absorbed invthis way. More intensive use of
the agricultural production apparatus is also in society's interest to

the extent that ‘it incre;ses the volume offéxportsy

D. HORTICULTURE'S SPECIAL SITUATION

The hdrticultufai and fruit-growing industries were undoubtedly
those for which Denmark's accession to the community entailed the
greatest upheaﬁals. Until 1973 they had been home-market-oriented
and had had a felatively'sheltered existence, with import restrictions
on apples, pears, tomatoes, cucumbers, onioﬁs‘aﬁd\lettuce. ;Inf1972
total fruit and horticultural products to the value of Dkr. 972 million
were produced. In the same,yeér‘expofts amounted to Dkr. 249 million
(of which pot plants accounted for Dkr. 88 million) and imports to
Dkr. 385 million. | | | |

1 For furthef details see p. 21.
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TREND IN THE PRICE OF

Table 10

FARMS AND SINGLE-FAMILY HOUSES IN DENMARK

1972 =

100

1970 1971 1972 1973 1974 1975 1976 1977
Farms:
Land 10-60 ha 76 84 100 128 160 177 218 257
Houses 2-10 ha 78 84 100 131 173 193 231 272
single-family houses:
Rosgkilde and :
Frederiksborg districts 87 92 100 114 130 137 153 186
Communes with largest
built-up areas:
over 20,000 inhabitants 83 89 100 122 147 160 180 225
5,000 -~ 20,000 inhabitants 84 0 100 121 147 158 179 212
up to 5,000 inhabitants 82 89 . 100 126 158" 169 193 . 226

Source: Landgkonomisk oversigt, De Samvirkende Danske Landboforeninger
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On accession, all guantitative restrictions towards Member States
had to be abolished but national restrictions towards third countries
could be maintained.: To allow the industry to adjust its structures
to the new situation in the first years of membership, an arrahgement
involﬁing gradual abolition of customs duties and compensatoty amounts
on imports £rom the Community was introduced for a five-year transitioﬁal
period. ALl transitional arrangements in internal trade and trade with

third countries expired on 1 January 1978.

As a result of the transitional arrangements there was no great
change in the industry in 1973 except that efforts to adapt hothouse
production to the new circumstances of competition were reflected:
immediatély after accession in a sharp increase in the production and

export of pot plants.

1974 was marked by increased oil prices, thé effect of which was
aggravated by competition from Dutch market gardeners, who had access
to cheap natural gas for heating their hothouses. In addition, qther
Member States quickly introduced national aid'afrangeménts and oil

subsidies.

Thanké to national loana,witﬁ interest subsidies for investment in
oil-gaving measures, most of the industry managed to get through that
particula;ly difficult year. One advantage was, moreover, that the
compensatorybamount arrangements, which also applied tofexports, made
it possible for Denmark to export tomatoes for the first time'ever,
mainly to Sweden and the Federal Republic of Germaﬂy. Exports of pot
plants continued to increase, Sweden and the Federal Republic of

Germany again being the main buyers.

- In 1975 the industry seemed almost to have got over the oil price
shock and to have overcome most of the problems of adjusting to the
new circumstances of competition as a result of EEC membership. For
most hothouse producers domestic sales were good and exports were
increasing despite new competition, mainly from Holland. In 1975 the
value of Danish horticultural and fruit production was Dkr. 1,298 million
and that of exports Dkr. 450 million. ' ‘ '

Despite an unfavourable trend in costs, expansion continued in 1976
and 1977 g0 that horticultural products to the value of Dkr. 1,710
million were produced in‘1977. In the same year exports amounted to
Dkr. 718 million, of which pot plants, the maih product, accounﬁed for
bDkr. 333 million. '
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Table 11

VOLUME AND PRODUCER PRICE INDEX FOR ANIMAL PRODUCTS
TOTAL IN THE PERIOD 1972-1977 - 1963/64 = 100
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The fact that Danish horticulture was able to get reasonably well
through the first years of membership, when a strong downward trend
might have been expected, and at the same time develop from a protected,
homeumarket-oriented industry into a fast expanding export industry,
is mainly due to its ability to adjust to the new competitive
situation. The rationalization of production and storage techniques
together with the conversion of production to less sensitive products led
to domestic products and imports cmm§1ementing each other to such an.
extent that, by the end of the 70's,Danish horticulture and ff:u-itgrowing can
be said to have successfu]ly accompllshad the structural adjustments
necessitated by EEC membership and. the 51mu1taneous 011~prlce shock
in 1973-74.

E. THE. SITUATION SIX YEARS AFTER ACCESSION

1. ‘The trend of production

It is common kndwledge that during the first years of membership
Danish agricultural production results did not come ﬁp to what was
expected in 1972. It was not until 1977 and 1978 that there was any
sign of an improvement, ' :

As Table 1} shows, despité conéiderable'increases_in‘the value
of animal prodﬁction the total volume stayed more or less the same up
to and including 1976 although there were some variations from one
product to another. - Cereal production inqreased however, f£rom
7,067 million kg in 1972 to 7,391 million kg in 1977.

In 1977 and 1978, for the first time since accession, there was
a marked increase in animal production as a result of increased cheese
and pigmeat production. Although the volume of animal production up
to and including 1976 was only 2% above the average for 1960 64, by
1978 it was 6% higher. '

It is presumed that this is partly because of sharp cost inc}eases
and relatively difficult marketing conditions during the first years of
membership coupled with a somewhat passive attitude of farmers to
product development and penetration of new markets. It is also generally
agreed that higher cereal prices in the communlty prompted older
farmers . to ‘develop animal production rather than cereal production.
Until 1977 agricultural worklng condltlons also reflected the ladqof an

active national agricultural policy to ease the transfer of property
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from one generation to another and encourage animal production. The
initial steps t&ken in 1977 towards such a policy in the form of

exchange rate guarantees, establishment aid and an easing of capital
gains tax on family transactions seems to have been instrumental in

creating the present more positive trend of agricultural production.

2. Markets

The domestic market which today absorbs about one third of total
agricultural production is still the largest single market. Exports
and domestic market sales vary according to product and since 1972
there have been some swings. There has been a proportional increase
in exports of cheese, beef and veal and butter but a decrease in

pigmeat, eggs and poultry.

The export pattern is still subject to fluctuation and has ,
changed conaiderably since 1972. 1In 1972 the present,cbmmunity imported
59.7% of total ekporﬁs compared with 67.6% in 1977. The.volume of
exports to the Community in the same period increased from Dkr. 4,900
million to Dkr. 9,800 million, i.e. by 10l%. Exports to third ,
countries increased from Dkr. 3,300 million to Dky¥. 4,700 million,

a 42% increase. The largestvincreaSe in exports»to the Community took
place from 1972 to 1973. '

The structure of exports to the Community has also changed.
Exports to the original Member States increased by 219% between 1972
and 1977, a much larger increase than for the Community as a whole.
Exports to the United Kingdom in the same period increased by only
37% so that it has become a far less important market than the other
Member States. 1In 1977 the Federal Republic of Germany imported 17.8%
of all Danish exports compared with 9.6% in 1972. Expofts to the(othei
Member States with much smaller markets have also increased appreciébly.

Exports to the EFTA countries are relatively low and the market
is still shrinking. Sweden is the main buyer in this group, with Norway
in second place. In the period 1972/77 exports to the present EFTA
countries increased by 18.9%.

The fact that Denmark is now in a position of being able to dispose
of more than two thirds of its agricultural exports on the stable
Community market where there isno risk of violent world market price

fluctuations or sudden import bans, is possibly the greatest benefit
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agriculture has reaped from Danish membership. If Denmark had not
joined the Community its agriculture would soon have been cut off from
the British market as a result of Community import barriers, as it was
in the 60s from the market of the Six, and it would have been reduced
to an often unprofitable export trade with various not Verybaccessible
third country markets in competition with state-subsidized exports
from other countries. ' A drastic drop in Danish agriculturai exports
followed by a discontinuation-of farms and the élosing down of
processing plants would then have been inevitable. k

3. Barnings

The market increase in the value of agricultural production and

- exports during the first years of membership was to a large extent
attended by cost increases especially in 1973 and 1976 and, to a lesser
extent, in 1975 and 1977. As a result, the gross domestic agricultural
prdduct at factor cost did not increase to the same extent as prodﬁc~
tion, Between 1973 and 1977 the gross domestic product at'faétor cost
increased from Dkr; 9,747 million to Dkr. 12,292 million. at the same
time real income was undemmined byvinflafioﬁ."xn real terms the gross
domestic product at factor cost reached a péak in 1972 and 1973}‘on1y
to fall by 2% in 1974 and by a further 11%% in 1975. In 1976 it '

stabilized and increased again in 1977.
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Accounts show that the trend for individual farms is similar to that
for the sector.as a whole. In the financial year 1973—74l the income2 on
farms of 5 hectares and over {(economically thé most important sector of
Danish agriculture) was Dkr 44,239.‘=in 1974-75 it fell to Dkr 38,352 and
then increased slightly to Dkr 40,843 in 1975-76, but in 1976-77 - the bad
harvest year ~ it fell as low as Dkr 29,577. An increase to Dkr 48,984 in
1977~78 may seem like anvagricultural 'incomes explosion', but in real terms

incomes have still not regained the. 1973 level.

It is a fact that, even with théyfavourable marketing outlets obtained
through membership of the EEC, cost increases as a result of the oil crisis
and wor ld wide recession together with poor harvests in 1975 and 1976 hit
Danish agricultufe so hard that it is only now in the late 70s that it seems
to be finding its feet again. If on top of these difficulties it had been
confronted with a drastic drop in exports as a result of non-membership, only
extensive state aid‘coupled with extremely high domestic market prices would

have prevented an economic catastrophe in Danish agriculture.

4. Investments

Whilst agricultural investment stagnated in the late 60s and early 70s,
by 1972 there was a slight increase followed by further increases in 1973
and 1974 when the rate of new building was 50% higher than the very low
level of the 60s. After 5 slight decrease in 1975 new building increased
by a further 14% so that investments in farm buildings totalled Dkr 1,649
million in 1976.° No precise figures are yet available for 1977 but informa-
tion received from the building industry and mortgage institutions shows
that agricultural building has again increased and at the beginning of 1978
was equal in area to total new building in trade and industry.

Investments in machinery followed a similar trend : after a sharp
increase in 1973 there was a drop in 1974fand l975 followed by a further
increase in 1976 when investments amounted to a total of Dkr 2,200 million,
Here again precise figures for 1977 are lacking, but the fact that the
number of tractors and combine harvesters sold fell by 15% and 30%

respectively compared with 1976 seems to imply a further decrease in
investments. ‘

Although it may seem that changes in national policy prdvided an
incentive for building investment, the real reason is clearly fhe‘fact that -
the Community's agricultural policy provides ldng—term guarantees of good
and stable markets without which there would have been no guarantee that
the investment would be profitable. ‘

The figures for 1972 and earlier cannot be compared with those for
subsequent = years as the accounting data collected was changed in 1972

to conform to the system used in the rest of the Community. Moreover,
agricultural accounts do not follow the calendar year and are therefore
not directly comparable with data on the role of agriculture in the
economy as a whole, - 37 - PE 48.168/rev.
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F PROSPECTS IN THE IMMEDIATE FUTURE

After five years of some degree of stagnation and relatively poor
earnings, 1978 seems to be a turning poiﬁt(for Danish agriculture. . In these
five years advantage was only taken of the ‘'automatic’® benefits of mewber-
ship in the form of better prices and more reliable markets. Although
these benefits were enormous when we think of the very serious difficulties
there would have been if Denmark had stayed cutside the Community, first
the agricultural world and then gradually the majority of political parties
realized that in the longer term the situation was'unsatisfactory, not just
for agriculture but for society as a whole,

The first concrete action to be taken once thie was realized was the
setting up of an advisory committee under ths Ministry of Agriculture in
1976 composed of Ministry officials, agricultural represeéntatives and
workers in the,p:QCessing'ihdustry.v The'commit£ee's,report 'A Future
‘mkAgricuthraL Policy{,'which-appeared‘in the spring of 1977, contained a
. series of proposals for a national agricdltural poliey that would enhance
Denmark's ability to compete with the other Community countries..

In the same year some of the report's recommendations were incorporated
into legislatioh-on exchange rate guarantees for foreign agficulturai‘lbans,’
improved establishhent aid for young farmefskand more generous aid for
research and'export promotion activities. Capital gains tax on family
transactions was also eased and a new Land Act adopted. 1In addition to
improving'the conditions for marketingyanimai products these measures also
led to a slight increase in the,production and export of animal‘products
in 1977, with a further increase in 1978. ’

At the end of the 70s fhere is widespread optimism and confidence in
the future of Danish agriculture, especially as new building in this
sector has reached record proportions. Provided animal production capacity
can be increased to the requisite level and costs kept under control, there
would seem to be reason to hopelthét after a delay of. nearly six years
Danish agriculture will expand on the Community market as was expectéd in
1972. 1 soit it could at the begiﬁning of the 80s make a considerable
contribution towards reducing Denmark's balance of payments deficit. - The
fact that Dutch agriculture has steadily increased its production and exporfs
to the Community market since 1972 proves this possible. Just as Danish
stagnation immediaﬁely after accession was mainly due to purely national
factors, the main reaéoh for the present incipient improvements are thd
changes that have occurred at national level.

L Possibilities for expansion in the dairy sector may, however, be limited

by future Community decisions aiming at alleviating the surplus situation
in this sector.
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CHAPTER II

FISHERIES

INTRODUCTION

Denmark is the EEC's leading‘fishing nation.  The figures giyen

below, supplied by the FAO, show that catches by Danish fishermen in
1975 represented 36% of total catches in the EEC. Catches by British

and French fishermen follow, totalling 20.4% and 16.4% respectively.

Table 1

CATCHES BY EEC MEMBER STATES IN 1975

Belgium

© 6005060606000 06060s00860060608s00000

Denmark (excluding Greenland and
the Faroes)

Federal Republic of Germany

France

Ireland
Netherlan
Italy

Total EEC

®eec o0 000000 e000e

® 3 006000800606 ®0000 000000000

e e ® o ae0ee

66 e6secs 00200000000 0c0000666s0s 00

ds

6o 00000000000 0c000e0 e

United Kingdom

8. 06 9 6N EROSOBNOELSeNG0000086000060

%

1.0 49.0
36.0 1767.0
9.0 441.7
16.4 805.8
1.7 84.9
7.2 350.5
20.4 999.1
8.3 405.7
100.0 4903.7

1000 tonnes

Source: - Yearbook of Fishery Statistics, Vvol.,40, 1975, FAO

Table 2

shows the trend in the volume and value of catches

in Denmark over the period 1972-1977.

The highest volume so far was
achieved in 1976 with a total 6f 1,888,305 tonnes and the highest value

in 1977 (Dkr 2,056 million).
Table 2
TREND IN CATCHES OF SEA FISH INCLUDING MUSSELS AND SOLE
(EXCLUDING GREENLAND) OVER THE PERIOD 1932-1977
1972 1973 1974 1975 1976 1977
t. |m t. |[m t. m t. |m t. |m €, |m
Dkr Dkr Dkr Dkr - |Dkr Dkr
1387.8441985]1413.030{1277]1816.000|1567]1743.767|1251]1888.305|1697|1782.928|2056
Source: Danmarks Statistik

In 1976, 10,800 fishermen were employed in the fisheries sector
in Denmark, representing 0.4% of the total work force, and the fishing

fleet consisted of 7,430 motorized vessels.
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A special feature of the Danish fishing industry is the fact that,
up to now, it has developed and adjusted to changgs in the conditions
of free competition without receiving state aid. One reason for this
has undoubtedly been the tradition of profit-sharing, which encourages
both owners and crew to increase‘their efficiency. Under this system,
which is practised to some extent in other countries such as Holland
and Getmany, half the proceeds of a trawler's catch go to the owner
and the other half to the crew, which usually consists of three or

' four members.

The fishing industry, like Danish agriculture, believed that
membership of the EEC would be beneficial to it, and that the exclusion
of Denmark from the EEC fisheries policy, which was being drawn up in
the early 1970'5, would have serious consequences. The Six were the
main purchasers of Danish fish.

On its accession to the Community in 1973, Denmark, like France
and the United Kingdonm, obtained a series of derogations from the
principle of equal fishing rights in the waters of the EEC Member
States. TFor example, Greenland and certain stretches off the west
coast of Jutland were to be reserved for Greenland and Danish fishermen
respectively for a period of ten years. When the EEC countries found
themselves obliged in 1976, to extend their fishing limits to 200
nautical miles and, at the same time, agreed on the creation of a
common EEC zone within these limits, these arrangements lapsed (see
the section on fishing rights). ‘ |

As regards alignment with the Common Customs Tariff and the
elimination of bilateral tariffs, the same five-year transitional
period was adopted as for other goods, so that on 1 July 1977 the
new Member States were on the same footing as the Community as
originally constituted. During this transitional period, Denmark was
authorised to adjust progressively the prices on which the Community's
price stabilization measures were based to the level existing in the
original Member States. However, this price adjustmenp proved
unnecessary, as the price level in Denmark has not differed significantly

from that in the original Member States.

A, FEATURES OF THE EEC'S FISHERIES POLICY AND THEIR IMPLICATIONS
FOR_THE DANISH FISHING INDUSTRY

1. Fishing rights

With the extension of the EEC Member States' fishing limits to a
common 200-mile zone on 1 January 1977, it was envisaged that, within

theseylimits a new fisheries policy would be established to replace
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the previously existing systems. Two years later, there is still no
agreement on such a policy, ‘as-the Britigh demand for a preferential
position for British fishermen in a 50-mile zone around the United
Kingdom is unacceptable to the eight otlier Member States. The quota
systems, the necessity for which is-today recognized by ’ h
virtually all parties and which wﬁuld have represented the most
important element in a common fisheries policy, therefore had to be
fixed at a national level in 1977. The same was true in 1978 when,
although eight Member States reached agreement on the quotas, they still
had to be implemented at national level owing to the United Kingdbm's

failure to agree.

Although the establishment of a common fisheries policy might
conceivably improve the catch opportunities open to Danish fishermen
by comparison with the present situation, in which they are partic-
ularly hampered by the national prbtection measures adopted by the
United Kingdom, this is not the only crucial issue. Another serious
obstacle is the prevailing uncertainty about future catch possibilities
deriving from the present makeshift policy. One consequence of this
uncertainty is that no Danish fisherman today dares to commit himself
‘to long-term investment, and this in tufh is leading to & gradual
diminution of the Danish fishing fleet." '

Although.there is widespread disappointment in Danish fishing
circles as regards the EEC's failure to produce results in the B
fisheries sector, and a steadily growing bitterness against the ‘
Member State which, it is believed, is chiefly responsible for this
situation, it would be wrong to conclude that a national solution
would héva been preferred. Everyone realises that a unilateral
solution would merely have given Denmark a small triéngle off the
west coast of Jutland and Danish coastal waters. Given that the
watets around Greenland héé)?ﬂ?&iéf&é@xtent,tobe reserved as before
for Greenland fishermen, fishermen from the rest ‘of Denmark could not
expect to make good lost catch opportunities elsewhere in those waters.
Furthermore, Denmark's bargaining power on the question of fishing
rights in other countries' 200-mile zones would have been sevérely
limited, and the result would have been nothing short of disastrous
for Danish fishing. ' o
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If an EEC solution is too long in materialising, the:e is a danger
that the Danish fishing industry may. in the meantime, owing to the
diminution of its fleet and the lack of new investment, be reduced to a state
almoéﬁﬁimilar-to that which would have resulﬁed from a unilateral national
solution. The Danish fishermsn's growing dissatisfaction with the
meagre results so far achieved by the EEC's efforts to establish a common
fisheries policy should be seen against the background of these factors.

2. Structures policy

In July 1978 the Council adopted two regulations in this field.

The first concerns the reorganization of inshore fishing in Greenland,
Ireland, Northern Ireland and southern Italy, and provides for contrib-
utions under the EAGGF for the building of vessels of between 12 ahd 24
metrea or of between 25 and 130 GRT-' Prior to the entry into force of
the regulation. aid had in fact already been granted under the EAGGF s
Guidance Sectlon for the bulldlng of shrlmp -trawlers for the Greenland
Trade Department ‘ '

The second regulation provides-for the reimbursement under the EAGGF
of expenditure incurred ihithe purchase and fitting out ofivessels and '
aircraft for the surveillance of the fishing limits around Denmark and
Ireland during the period from 1 January 1977 to 31 December 1982,
Pursuant to this regulation, Denmark may be refunded up to 10 m EUA.

3. QOrganization of the market

The only mechanism for stabilizing prices of any great significance
for Danish fishing are supporting purchases by the producers' organizations

and the reference prices for imports from third countries.

Purchases to support the market, which have up te now been undertaken
by the Danish fishermen's producers organization, have represented ‘less
than 2% of overall returns on catches and are, as an isolated measure, of
little significance. On the other hand, it is important for individual
fishermen to know that they can always obtain a minimum price, even if
this price will not, generally speaking, cover their operating expenses
in the long term. On another level, denaturing (immersion in dyes) of

~fish otherwise intended for consumptlon following support buying in

Denmark has provoked a good deal of criticism in consumer circles.
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The reference price system has the impdrtanﬁvfunqtion of preventing
supplies from third countries from forcing the market price down within
the Community. An important precondition for the functioning of the
reference price system is, however, that its‘applicafién'is‘controlled »
efficiently. According to Danish fishing circles this was not the case
during the first years of EEC membership. Now an agreement concluded
between the Danish fishermen'sfproducetstrganization and sister organizations
in the Federal Republic of Gérmany, thevNetherlands and Belgium cohcerning
control of landings frbm foreign boats seenms io havé improvéd‘the‘éituation
considerably. But it is a fact that imports at the level of the reference
price, which in 1975 for example, was fixed for several varieties of fish at

approximately 60% of the guide pricel, can significantly depress the market.

B, DEVELOPMENT OF DANISH FISH EXPORTS 1972-1977 ’
The present Member States of the EEC were already the main customers
for Danish fish in 1972, when their combined purchases totalled Dkr 735.3

million out of total exports of Dkr 1,310.5 million. This trend continued,
as is shown in Table 3, which covers exports of fish and fish products during
the period 1972-1977; thus in 1977 purchases by EEC Menber States amounted
to Dkr 1,589.7 million out of total exports of Dkr 2,545.6 million.

'

1 . Lo . . .
The guide prices, which are the basis for the market organization's

price mechanisms, are fixed on the basis of the average pricés recorded
in the three preceding years in representative markets or ports in the
EEC. '
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The Community has also become the main purchaser of small-quantity
exports of processed fish products, with purchases totalling Dkr 165.5
million in 1977 out of total Danish exports of Dkr 250 m. In 1972,
Community purchases totalled only Dkr 33.1 million out of total exports
of Dkr 103.1 million.

There is no doubt that the removal of bilateral tariffs has had
a favourable influence on trade,‘partiéularly as regards processed fish
products. However, it is difficult to say how great this influence has
been on fresh fish. It may be suggested that, even if Denmark had
remained outside the EEC, it would still have been the main supplier of
fresh fish to the European continent, given the decisive factor of the
proximity of Danish pofts to European consumers. This assumption is
based on the_féct that the EEC, even with Denmark as a member, has had
to adjust itself to incréasing imports from third countries owing to a
drop in the volume of fish caught, following international quota
agreements and the genefal decline in fish stocks.
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CHAPTER III
INDUSTRY

A INDUSTRIAL POLICY PROGRAMME

Although the EEC Treaty nowhere mentions the term industrial‘policy, a
large number of the Treaty's provisions and Community acts issued in pursuance
thereof affect to a considerable degree the conditions under which industry

operates.

With a view to creating an overall policy in this field, the Summit
Meeting in October 1972 of the nine EC Héads‘of State or Government agreed
that an industrial policy programme should be established. Accordingly in
December 1973, on a proposal f?om the Commission, the Council adopted an
industrial policy programme covering the following points :

(1) Abolifioﬁ of téchﬁical barriers to trade

(2) Harwonization of the rules relating to publiC‘supply contracts
(3) Company taxation and company law

{4) European joint undertakings and industrial development contracts
(5) Special sectors of industry

(6) 1Introduction of measures to ensure the control‘of'condentrations
(7) Export credit'gchemes

(8) Supplies of raw materials, in particular'of non-ferrous metals

A more detalled account now follows of those parts of the action
programme which already are, or are llkely to become, of major 1mportance to
Danish industry :

1. Abolition of technical barrlers to tradel
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The abolition of the technical barriers to trade between Member States,
along with the customs union and commercial policy measures in respect of
third countries, is undoubtedly the most important aspect of EEC collaboration
as far as Danish industry is concerned. ‘

By mid-1977 the Council had adopted about 100 directives relating to the
abolition of technical barriers to trade. The directives adopted affect the
following areas :

Apart from facilitating commodity trade by means of technical harmonization,
consumer protection which can be achieved by means of common technical
standards has, partlcularly in recent years, been increasingly emph351zed
Here, the problem is primarily dealt with in relation te produgtien;and
egpmodity trade.
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(a) Foodstuffs

(b) Pharmaceutical products

(¢) Hazardous and polluting substances

(d) The interior fittings and the equipment of motor vehicles

(e) Weights and measures '

(f) Electrical equipment

(g9) ‘cher items (including wood in the rough, cut glass, textiles, rcosmetics,

wire rape etc.)

Although the adoption of 100 directives might seem to represent .
considerable progress towards the harmonization of technical regulations that
significantly affect trade, enquiries addressed in 1976 and 1978 to the
various trade organizations of Danish industry showed that the need for common
technical standards had only to a limited extent been satisfied by the
directives already adopted. ' ' '

An account now follows of some of the most important of these directives
and of the consequences which their implementation in Denmark has had for the

manufacturing industry.

(a) Foodstuffs

Harmonization in the field of foodstuffs has made little heédway 3 the
most that can be said for the majority of products is that some preliminary
attempts have been made to introduce uniform regulations, Certain provisions
have, for example, been laid down relating to the additives that may‘be used
in foodstuffs, but since no common conditions have been laid down regarding
the use of the permitted substances, the practical significance of
harmonization is, at this stage, limited. o '

Cocoa and chocolate products are one of the few product groups in the food
and beverages sector, where there has been total,harmonization of‘thé
requirements relating to the composition, labelling and weight of the product.
Whilst the implementation of this directive will probably help Danish exports
to some extent, it has, paradoxically, hindered imports of such goods from
other Member Statesl.

Although the attitude. of Danish industry towatds the harmonization of
technical regulations is in principle a positive one, the picture is by no
means the same throughout the food and beverages sector ; for example, the
tinned fish industry feels that harmonization is taking place too rapidly and
is thus causing the industry <¢ensiderable >difficultiés. |

1 This is due to the fact that Denmark has availed itself of the right
provided for in the directive to require that a product be labelled in
Danish, Nothing like this was required in the past nor, presumably, would
it have been required now, had the question not been raised in connection
with implementing the directive in Denmark.
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panish distilleries have also voiced the opinion that a nuwber of EEC
directives at present being drawn up aré superfluous to their branch of
industry. This applies for instance to the draft directive relating to
labelling.

The opposite attitude is evident in the brewing industry, which is ’
heavily export-orientated. The latter would welcome the complete harmoniza-
tion of rules relating to manufacture, labelling and bottle sizes, as the

present disparities are a considerable inconvenience to the export trade.

Although inforhatioh is ﬁot'availabie on how each and evéry sectorkqf"
the Danish foodstuffs industry feels about harmonization, it must be assumed
that the general view; allowing for a few exceptions, is a positive Qhe :
for, as regulations in the field of foodstuffs become steadily more numexbus
and complex, both in Denmark and in the other industrial nations in the‘
Western World, the discrepancies in these regulations could_Well'bécome g
‘serious obstaclea'to~tradep'especiallY*in the case of the sma11~firms'Which
represent a large part of Danish industry.

(b) Pharmaceutical products
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Three directives have been adopted in this field, but they are only
preliminary steps towards true harmonization and do not therefore entail any
immediate benefits for the Danish companies that are affected. Consequently,
the Danish pharmaceutical industry contihues to feel the need for uniform
rules on the registration of pharmaceutical prbducts and on the reciprocal
approval of the way in which individual Mewber States monitor cbmpanieskthat
manufacture pharmaceutical produéts. Owing to the absence of such rules at
present, Danish pharmaceutical exports come up against various difficulties
in certain Member Stateé. o ' .

(c) Hazardous and polluting substances

No‘infofmation is available about special problems experienced by
Denmark iﬂ éonnection with the'directives relating to this field. But Danish
companies involved are to some extent hahdicapped by the fact that not all
Member States have amended their legislation to comply with the directives.

(d) The_interior fittings and_the_eguipment of motor vehicles
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The directives relating to motor vehicles are of little importance to
Danish industry as motor vehicles are not manufactured in Denmark. The
directives are not completely irrelevant, however, as there do exist a number

of manufacturers of car accessories.
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(e) Weights_and measures

The directives in this field cover a wide area, ranging from various
types of measuring apparatus to packaging, and therefore affect not only the
manufacturers of measuring apparatus but to a large extent the rest of Danish

industry as well.

In addition to the electronics industry which, with its considerable
output of measuring apparatus, takes a very positive view of the attempts at
harmonization, other industries affected by the directives in this field are,
for example, distilleries and a major part of the tinned food industry
(e.g. bottles used for measuring, packaging).

(£) Electrical eguipment

The first directive in this field relates to electrical eguipment
intended for use within certain vditage ranges. The directive came into force
in Denmark on 1 Febuary 1978 and has given rise to a good deal of discussion,
principally because it entails abolition of the requirement that electrical
equipment intended for sale in Denmark should rxeceive prior approval from the
Danish authorities. In the past, before it could be put on the wmarket legally,
equipment covered by the directive has had to be given a so-called 'D* label.
This requirement no longer applies, but various national means of inspection
that are deemed compatible with the directive will continue to be used for

electrical equipment intended for sale.

Consumer interests have maintained that the directive will mean less
‘protection for the consumer, although this is by no means self-evident as
there has been no reduction in the technical standards required of such
equipment. Importers and manufacturers have now, however, to bhear a greater
share of responsibility than was previously the case for ensuring that these
standards are met. Nor was the directive given a favourable reception by all
parts of the industry and the possibility cannot be excluded that some
Danish manufacturers will have to contend with an increase in foreign

competition.

(g} Other groups of_ products

Examples of the above are wood in the rough, cut glass, textiles, lifting

equipment and conveyor systems, pressure vessels, etc,

In the field of textiles, the most important directive relates to the
marking of textile products with their fibfe content. A number of problems
have been experienced in this context with regard to establishing appropriate
limits to the directive's sphere of application ; the Danish textile industry
has furthermore found the marking requirements to be toc far-reaching. The

Commission is, at present, working on a revision of this directive.
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Great importance is also attached by the relevant branches of Danish
industry to the directives relating to pressure vessels, which cover a wide
range of product groups ; it does not seem likely they will give rise to any

special difficulties.

2. Harmonization of the rules relating to_public_supply_contracts

In the Member States, the public sector's share of the turnover of goods
is steadily rising and in Denmark the value of goods purchased by the public
sector in 1977 was estimated to be approximately Dkr 14,000 million., A
necessary precondition for the creation of a common market must therefore be
the inclusion of the public sector in this ongoing process, particularly
since this is an area in which there is often conscious discrimination in

favour of national wmanufacturers.

The first step towards establishing open access to the public sector by
suppliers was taken with the Commission's Directive of 17 December 1969, This
prohibits discriwination by public authorities against foreign products in
their purchasing activities. Since, however, some knowledge of the public
sector*s purchasing intentions is as a rule required on the part of would-be
suppliers, the existence of the anti-discrimination rule on its own has little
effect as far as opening up this particular market is concerned. Recognizing
this fact, the Commission put a proposal to the Council for the mandatofy
publication in the Official Journal of the European Communities of public
authority invitations to tender for supply contracts above an amount of
200,000 u.a. ‘

The directive, which was adopted in December 1976, entered into force on
1 July 1978 and Danish industry attaches exceptional importance to it although
there ie regret that a number of major product afeas are excluded from its sphere
of application, On account of the high degree df specialization within Danish
industry and as a result of the fact that Danish public authorities have in
their purchasing policy, to a far greater extent thanithé authorities in many
other countries, allowed price and quality to be the decisive factors rather
than the nationality of the tenderer, Danish industry has up to now never
occupied a particularly privileged position as a supplier to the public
sector in Denmark. Industry has therefore little to lose and much to gain when
the directive is implemented, the reason being that, whereas competition with
foreign suppliers is not likely to become much greater than at present, markets
that were previously closed in other Memwber States will now be opened to Danish

companies,

Da.-kme.jil/des - 50 - PE 48,.168/rev.




3. Company_taxation_and company_ law

A large number of proposals relating to these areas have been under
discussion for several years. Of major importance to Danish business is the
second directive on company law, adopted in December 1976, under which the
minimum share capital required for public limited liabkility companies will
increase from the present Dkr 100,000 to about Dkr 190,000 (25,000 u.a.).

The fourth directive on annual accounts of limited liability companies
was adopted in June 1978. The implementation of this directive in Denmark
will lead to stricter requirements both as regards public limited 1iébility
companies and private limited liability companies. The rules ought to make
it easier to compare companies' annual accounts and will consequently
facilitate cooperation between firms in Denmark and the other Memwber States.
Investment in firms in Denmark and the other Member States will benefit in
similar fashion., Potentially important to Danish business is also the

European Company Statute, which has not yet been adopted.
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4. European_ joint undertakings and _development contracts

The unique pattern of Danish industry, which is characterized by many
small and medium~sized companies frequently of a highly specialized and
technically advanced nature, means that there are very good prospects of
Danish industry benefitting from the opportunities presented by a common
policy in this field.

5. Special sectors of industry

(a) Ships

Of particular significance to Danish industry in this context is the EEC's
policy for the shipbuilding industry. Danish shipyards, like shipyards in the
rest of the Common Market, are faced with serious prcblems as a result of
widespread surplus capacity in the industry as a whole coupled with fierce price
competition, reflecting amongst other things the extensive state aid that is

given to this sector in many countries.

The Council Directive of 10 July 1975 on aid to the shipbuilding industry
was an early attempt to limit the amount of state aid provided within the EEC.
Danish shipbuilders felt, however, that the Directive was not sufficiently far-
reaching, as it permitted several Member States to provide aid beyond the limit
generally prescribed in the directive, whereas the Danish viewpoint favoured
abolition of all state aid. Moreover, no provision was made for preventing

discriminatory aid to shipowners.
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A new Council Directive of 4 Ap:il 1978 has now replaced the 1975
directive, In the wmain it follows the same lines as the previous directive
but, at the request of the Danish Shipyards, it also contains a paragraph
specifying that aid to shipowners must nat discriminate against shipyards in
other Member States.

Although neither the 1975 directive nor the new 1978 directive has
radically altered the position of Community shipyards, to the extent that the
Member States comply with them they can be said to have brought about somé
improvemeht in the competitive position of Danish shipyards since the volume

of direct or indirect aid to the latter is relatively low,

In 1977 the Commission submitted a communication to the Council on future
developments in the shipbuilding industry, recommending that production
capacity be reduced to correspond to the future market situation, '

It has so far been difficult to reach agreement on a coordinated ship-
building policy on the basis of the Commission's guidelines and, calling'as
they do for a phasing-out of subsidies and a reduction of production capacity,
Danish shipbuilders have put themselves in a very isolated position vig-a-vis
the shipbuilding industries in the other Member States. They .also hold the
view (as does the Commission) that in the long term the problems can be solved
only in collaboration with a number of the méjor ship wanufacturers outside
the EEC,

(b) Steel

The policy drawn up by the Commission at the end of 1977 to take effect
from 1 January 1978 aimed at preventing the collapse of the European steel
market and the price increases it occasioned were clearly not in the interests
of Danish industry from a short-term point of viewl. Although Denmark does
produce some steel, it accounts for only about 0.5% of total Community
production, and the Danish industry's interest in steel policy is therefore

more that of a consumer than a producer.

Denmark's steel-producing industry seems to have benefitted from the
CommunitY's action in this area ; after having to resort to work-sharing for
periods in 1977, the Danish Steel Rolling Mills considerably increased their
production and sales in 1978, ‘

L From a more long-term point of view it must be admitted that it is in the
interests of Danish industry as well as the rest of the Community‘s industry
to maintain a reasonably high steel production capacity in Western Europe in
order to avoid price and supply dependence on third countries, which could
eventually lead to higher prices and unstable supplies. Denmark could
therefore agree in principle to a reorganization of the steel market.

Da.~kme.jil/des -52 - PE 48.168/rev.




For the steel-consuming industry in Denmark the main problem was to
prevent a loss of competitive position on account of the increased price of
raw materials and semi-manufactured goods. When the new Price arrangements
came into force in 1978, Denmark managed, with this in wmind, to arrange for
existing contracts to be implemented during a transitional period at the
prices originally agreed on., An undertaking was also given that shipyards
would be exempt from steel price increases higher than those applicable in
the rest of the world. As regards the rest of the steel-consuming industry,
agreements were concluded between the Community and individual EFTA countries
under which the EFTA countries were obliged to maintain the domestic price of
steel on a level with that of the Community so that the Danish metal industry's
competitive position would not be lower than that of the EFTA countries.
Through negotiations or anti-dumping procedures for steel products, efforts
will be made to prevent other third countries from undermining the new price

system and thus distorting competition.

Although Danish industry has at no time shown any great enthusiasm for
the Community's steel policy, the Danish iron and metal industry - thanks to ‘
these additional arrangements - does not seem to have suffered any noticeably
negative effects during 1978. Lastly, it should be emphasized that, if
Denmark had had a free trade agreement with the Community, it would in all
probability have had to bring its domestic steel price up to the level of the
Community price just as the EFTA countries had to do,

6. Introduction of measures to ensure the control of concentrations

This proposal, put forward originally on the initiative of the European
Parliament, within the framework of the EEC's competition policy1 but as yet
not adopted, was as coolly received in business circles in Denmark as in- the
other Member States. One of the main objections voiced by Danish industry
has been that the successful accomplishment of a large number of mergers would
be impossible, once rules such aé these had been adopted : a frequent
precondition for the achievement of major compahy mergers is the ability to
conduct negotiations with the utmost discretion, until such time as the merger

becomes a fact.

Although the proposal has the support of other social groups both in
Denmark and the other Member States, and the Member States agree in principle
that it would be advisable to adopt it, it is‘scarcely likely that it will be
adopted in thé near future as details such as the sphere of application and

dispensation possibilities still have to be cleared up.

1 . .
For competition policy, see also the relevant section,

Da.-kmc.jil/des = 53 - PE 48.168/rev.




7. Export credit schemes

In recent years' there has been a widespread tendency among the industrial
nations of the Western world to pursue an export policy of competing to an
increasing extent on the basis of credit terms, with the result that the
actual price of the goods themselves becomes less important. This applies in
particular to the state-trading countries, as long-term credifé are generally

an unavoidable necessity if a firm wishes to be considered for an order,

The drawbacks have gradually been realized of increasing competition in a
field like this where the borderline between ‘advantageous' credit terms and
direct state aid for exports is fluid., 1In order to counteract this develop-
ment various ‘'gentlemen’s agreements' were tried years ago among Western
countries, but they did not alter the situation appreciably. After the adop-
tion by the Council in April 1978 of a series of éxport credit guidelines
that had been worked out within the OECD, the situation now at last seems to

present an orderly picture.

Since the small countries were often the losers in the former kind of
credit race, Danish industry attaches very great importance to Community
adherence to the OECD rules.

A second important element of the eprrt~credit policy is the proposal
that a European Export Bank be established.

At present there‘is a lacuna in the export credit schemes of several EEC
Member States, including Denmark, in that products manufactured jointly with
foreign companiss are often excluded from these schemes. As the product does
not normally fulfil the requirements in the coproducer's country either,
articles manufactured on a joint basis with partners in other EEC Member States
are generally at a disadvantage as regards export credits. Danish industry
therefore, along with industry in the other Mewber States, is very wmuch in
favour of the idea of establishing a Edropean Export Bank, which should be

seen as an essential adjunct to existing national export credit schemes.

8. Supplies of raw materials

A Community policy in this area was initiated in 1978 with the adoption
of research programmes in the field of primary raw materials and recycling of
paper and board. Danish industry, which has to import practically all its raw
materials, attaches the utmost importance to the creation of a common policy
in this area, egpecially in view of the shortages of certain raw wmaterials

expected to occur during the coming decades.
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B. AREAS OF IMPORTANCE TO INDUSTRY OUTSIDE THE INDUSTRIAL POLICY PROGRAMME

Besides the proposals contained in the industrial policy programme, there
are a number of other aspects of Community policy that are of vital significance
to industry. There now follows an account of the most important of ‘these areas :

1. Environmental policy

On 22 November 1973, the Council adopted an action programme for
environmental policy, = This programme and the Community acts already adopted
in connection with it are‘of'great consequence for industry : the increasingly
stringent environmental requirements imposed in the Member States will be
reflected in rising manhfacturing costs for a large number of products. If it
ig intended to avoid distortions of competition and the disruption. these
would entail for the Common Market's function in connection with the implement-
ation of environmental legislation, it will be necessary to ensure that
regulations in the field of environmental policy are based on identical
principles and lay down identical requirements in the separaté Member;States;

In principle, then, banish industry supports the idea of a common EEC
environmental policy, but is at the same time of the opinion that such a
policy ought to take account of differing circumstances in the Mewber States.
This was a point raised for example in connection with the draft directive on
the discharge of certain hazardous substénces‘into water ; it was considered
unreasonable that waste water intended for discharge into relatively mildly
polluted Danish waters should have to comply with the same strict standards
as waste water intended for discharge into heavily polluted Central European
rivers. 1In other words, there is support for uniform standards, with the
proviso that these standards, insofar as they apply to the discharge of
polluting substances, be modified to make allowance for the nature of the

. 1
recipient™ area.

Government support for the industry's viewpoint has been reflected in
the fact that in the Council in December 1976 and June 1977, Denmark vetoed
the adoption of purification requirements that did not differentiate according

to recipient areas, partly out of consideration for the paper pulp industry.

2. Regicnal policy

The EEC Treaty contains no independent articles on regional policy, and
it was only in 1971 that the Council adopted a resolution on common guidelines
for the regional policy of Member States. Observance of this resolution has

not brought about any wajor changes in Danish regional policy.

1 Recipient : Term for the area of air, land or water into which polluting
substances are discharged.

Da.-kmc.jil/des ‘- 55 - PE 48.168/rev.




The only joint European instruments of regional policy of a more concrete
nature are the European Regional Fund set up in 1975 and the European

Investment Bank :

(a) The European Regional Development Fund

The European Regional Development Fund was set up in 1975 for ‘the purpose
of providing aid for investment projects in less-favoured regions, The

following types of investment are envisaged :

-~ projects in industrial, handicraft, and service activities
-~ infrastructure projects directly linked to industry or tourism
- 1nfrastructure projects in connection with mountain and hill farmlng and

farming in certain less-favoured areas.

As Denmark has not defined any of its areas as being less-favoured in the
agricultural sense, any aid to Denmark will fall'within the first two
categories. ' '

Oof the 1,300 million u.a. (Dkr 8,700 million) the Fund has had placed at
its disposal during the trial three-year period, Denmark has been allocated
1.3% corresponding to approximately 17 million u.a. or Dkr 130 wmillion, This
small percentage is partly due to the fact £hat Denmark is the Community
country that devotes least of its gross national product (0.04% compared with
an average of 0.33%) to regional development aid. . '

Immediately after the Fund was established, Denmark decided that it

would apply for aid only for projects in Greenland, on Bornholm and in North
Jutland.

1 It can, however, be argued that the Agricultural Fund and the Social Fund
play a major regional policy role in respect of some Member States. For
their importance to Denmark see the respectlve sections on agriculture and
the labour market
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The following table shows the aid Denmark's regional policy has received

from the Fund over the three-year trial period : it corresponds to the share

laid down in the regulation,

. . Table 1
AID RECEIVED BY DENMARK FROM THE EUROPEAN ' REGIONAL DEVELOPMENT FUND
Projecﬁs in industrial,
Region handicraft & service Infraizgzgtgre Total
g activities proj
Million Number of |million |Nuwbéx  of {Million|Nunmber of |
u.a. projects uea. |projects Ued. |projects
‘Greenland - - 13,140 107 13,140 107
Other Danish | , 44 27 1,330 1 | 3,730 28
regions
All Danish 2,400 27 14,470 108 |16,870 135
regions _ v

The Council was unable to‘reach agreement on the reform of the Fund before
the trial period .expired. For 1978'apd 1979 fixed amounts were merely entered
in the budget on the understanding that the provisions of the 1975 regulation
would be retained for the time being. It is already apparent, however, that
the main innovations in the final text of the regulatioh are that France will
receive a slightly higher share for the overseas territories, the Fund's
resources will be fixed each year during the budget negotiations and a share
of 5% outside of the national quotas will be placed at the Commission's

disposal.

(b)

The European Investment Bank, EIB, is an autonomous body constituted
under public law within the EEC. Not aiming to make a profit but nevertheless
acting on the basis of banking criteria, the EIB provides loahs for industrial
In 1977 loans of this sort amounted to
: Table 2 "shows the

projects in underdeveloped areas.,
1,571.5 million uea. spread over 113 transactions,

amounts borrowed by Denmark from the EIB since accession :
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TABLE 2 .
DANISH. LOANS FROM THE EIB

Borrower Interest  Term Nature of Project Amount Total
% . {millions
: y Dkr)
1973 Government 8.5 1973-93 Power station, Greenland 25.0
Government 8.5 1973-93 Harbour 1nstallat10ns, 26.2 - 51.2
‘ L __Greenland 3
1974 Government 8.75 . 1974-94 UHF telecommunications, 38,0
: Sl Greenland :
A/S Holeby 8.75 1974-89 Extension of diesel 15,0
Dieselmotorfabrik - factory (Holeby, Lolland)
Alpha Diesel A/S 8.75 1974-89 Extension of marine 14.0
‘ propulsion systems factory
: ' (Frederikshavn) -
Frederikshavn - 9.5 1974-89 Construction of dry l6.0
Vaerft A/S : ___repair dock (Frederikshavn)
Atwood-Lauritzenl0.5 1974-86 Ship for oil drilling 55,3 . 138,3
Offshore Drilling o
K/S
1975 Government - 9.5 1975-85 Global loan 17.5
Egnsudviklings-— ‘ ‘ .
direktoratet :
" 9.5 1975-85 Global loan 20.0
Thrige-Titan A/S 9.5 1975-85 Electric motor factory 10.0
— (Aalborg) . A
‘Slagteriregion  9.25 1975-85 Pig slaughterhouse (Blans)25.0
Syd ! ‘ R
Dansk Boreselskab i » \
A/S 9.5 1975-84 Erection of drilling 43.0
, platforms {(Dan Ollfleld)
Finansierings- 9.5 1975-83 Global loan 9.9
instituttet for - _ ‘ » i
Industri o : : e
Handvaerk g/S ‘ o ) 125.4
1976 Rockwool A/S 9.75 1976-86 Mineral wool factory 23.5
gster Dgnse (N.Jutland) '
Orehoved Tae- or 8.875 1976-86 Reorganization wood L 16.0
Finerindustri A/S veneers factory (Falster)
Government - 8.875 1976~86 Global loan 20,0 - 59.5
Egnsudviklings- :
direktoratet
1977 Government 8.4 1977-92 Airport construction 50.0
. (Godthaab, Greenland)
IFV-Elektricitetssel- Conversion of equipment 55.0
kabet Isefjordvaerket at Asnaes power station

Interresentskab 8.875 1977-89 (Seeland) to burn’ ccal
o instead of oil
" 8.6 1977-87 Anti-pollution equipment 31,2
at Asnaes and also Kyndby
power station
Oxford Biscuit 9.05 1977-86 Modernization of biscuit 12.0
Fabrik A/S (via factory (Hjgrring)
FPinansierings- ' :
instituttet for
Industri og Handvaerk)
Finansierings—-  8.875 1977-87 Global loan ‘ 14,1
instituttet for ) i
Industrei og

Handvaerk .
" 9.9 1977-87 Global loan 6.0
Government - 8.875 1977-87 Global loan 20.0
Egnsudviklings-
direktoratet _
no 8.25 1977-87 Global loan ' 35.0 223,3
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Borrower Interest Term Nature of Project Amount .. Total

% (millions
Dkr)
1978 Rockwool A/S 11.55 1978-88 Second production line at 92,0

mineral wool factory
(dster Dgnse)

Grundfos A/S 7.6 1978-88 Production equipment at 21,5
pumps factory
(Bjerringbro) «
Mejeriselskabet 6.9 1978-88 Dairy rationalization/ 4.0
Esbjerg A.m.b.a. expansion (Esbjerg)
Commune of Rgnne 8.0 1978-~93 Extension of carferry 15.5
' " terminal (Rgnne)
Government 5,0 1978-93 65km motorway (German- 265.0
: Danish frontier to
Christiansfeld)
Government - 8.25 1978-88 Global loan 15.0
Egnsudviklings-
direktoratet
" 8.25 1978-88 Global loan 37.5 367.5
TOTAL (1973 - 1 OCTOBER 1978) 965.2

Source : Buropean Investment Bank

The total sum advanced for Danish projecfs in underdeveloped areas up to
1 October 1978 therefore amounts to Dkr‘965.2 million, which represents only
a small proportion of domestic lending to industry and craft trades during the
same period. It should be pointed out, however, that from the Danish point of
view the loans in question can certainly be regarded as advantageous primarily

because of the very low rate of interest.

3. Rules on competition

(a) Agreements between undertakings

Going over in 1973 to the EEC's rules on competition did not mean any
sudden or major change in the competitive position of most Danish companies.
The general view in Danish business circles is that the great majority of
companies with agreements on limiting competition which infringed Article 85
of the EEC Treaty had chosen to amend them so as to comply with EEC rules.
This applied above all to the most common type of agreement i.e. an agreement
granting sole distribution rights, which could without any great difficulty
be adopted to the new rules in accordance with the group dispensation
facility contained in Regulation 67/67. v '

Information from the Commission about the number of applications for
dispensations and for negative clearancea1 seems to confirm this assumption,

1 : '
Dispensation : permission by the Commission to enter into an agreement
which otherwise would contravene Article 85.

Negative clearance : declaration by the Commission that the agreement
in question does not conflict with Article 85.
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‘since the total numwber of applications received from Danish companies coming
within these categories amounted to-93-in 1973, 9 in 1974, 3 in 1975, 9 in
1976 and 2 in 1977. -

Among the few industries whose competitive position was appréciably
changed as a result of the possibility for parallel imports offered by the
EEC rules were the wine and spirit~ihdustry and the pharmaceutical products
industry. Thebchange in the wine and spirit industry occurred as early as
1973 as producers and distributors of popular proprietary products were no
longer able to apply geographically determined price differences on the .
Danish market in relation to the remaining Community area. The change
occurred for the pharmaceutical products industry only after thé Court of
Justice had decided in the 'Centrafarm' case (Case No. 104/75) in 1976 that
the possibility of parallel imports of pharmaceutical products could only be
excluded when necessary in the interests of public health. The Danish health
authorities have since had to accept parallel imports of this group of products
to some extent despite opposition from Danish prbducers and importers of

pharmaceutical products.

(b) Abuse of dominant market position

One Danish firm has already successfully lodged a complaint with the
Commission against a multinational company for abuse of a dominant market
position as reflected inter alia in a supply embargo imposed by the company-

in question,

Another case concerning restrictive trading agreements between a
multinational company and a Danish producer of methylated spirits has been
brought before the Court by the only rival Danish producer, who was completely
forced out of the market for a certain period. The Commission has not yet

given its decision in this case.

These examples seem to ihdicate that, for the‘average'comparatively
small Danish company,'Article 86 of the EEC Treaty on the abuse of a dominant
market position is in certain situations more likely to mean protection from
the predominance of major concerns than a restriction in the scope of their
own activities, It will only be possible, however, to decide whether this
assumption is correct after developments in_this area have been monitored for

a number of years.

(¢) State aid to industrial companies

It is in all probability no exaggeration to say that, from being a fairly
important question in Danish Community policy the problem of state aid to
industrial enterprises has now become one of the highest priority. 1In order

to understand this, it must be remembered that practically all industry
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in Denmafk is privately owned and that state aid given to industry, over and
above regional development aid, is minimal and frequently of an indirect

nature (e.g. aid to export promotion or product development). Regardless of
changes in the political colour of governments, the attitude throughout has been

that firms that could not survive in free competition would have to close.

However, large sectors of industry in the other Member States are state-
owned, and state aid to private industry in difficulties was not unknown even

before the present structural crisis.

Despite the fact that, thanks to the Community's existence, it has become
more or less unthinkable for Western European countries to resort to import--
curbing measures in the form of customs and quantitative restrictions in their
trade with each other in order to support crisis-hit industries, there has been
an increasing tendency in several countries to resort to the expedient of giving
state aid to their own export industries, a measure which is more difficult to

control but no less harmful.’

The attitude of Danish industry is that, in the longer term, state aid
(apart from aid for structural rationalizationg which is a once-only measure)
cripples an enterprise, so that over a longer ﬁeriod other countries®' activities
in this area will prove insignificant and wmay even enhance Denmark's competitive
position, 1In the shorter term,however, it could mean that viable Danish'firms
that could have held their own under equal conditions of competition will go

under in competition with companies that receive extensive state aid.

Neither Danish industry nor the Danish Government feel that this
temporary problem ought to be solved by introducing an analogbus'sdbsidy policy,
partly because 't is felt that subsidies are an impediment to the necessary
adjustment of irdustrial structures to constantly changing market patterns.
That is why, during its presidency of the Council in the first half of 1978,
Denmark, supported in principle by the other Member States, took the initiative
in strengthening the Community's opposition to any extension of state subsidies
for new areas and its support for abolishing existing subsidies. The problem
is, however, a Very difficult one to solve, as subsidies can be granted in many
different forms that are not immediately transparent or ostensibly in the nature
of aid. It is therefore to be supposed that a lasting solution will be pdssible
only when all Memwber States show the necessary political resolve, based on
recognition of the fact that subsidy policies in the longer term are extremely
harmful, not least for the industry of the country granting the aid.

Whilst the problem of shipbuilding subsidies is more or less under control
in the Community (see section on special sectors of industry above), the Danish
textile and footwear industry seems to find it heavy going to compete with subsidized

products from the other Member States or certain EFTA coﬁntriesl.

1 For further details, see the section on the Community's trade policy., p. 89.
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Although the textile industry is at present attempting to cope with the
situation itself, by stepping up its expmrtvﬁrgmbﬁion‘on the Community
market, there is still a possibility that it may’sdcn have to ask for aid
from the'state unless the subsidy arrangementsfcf the Community's cdmpétitors
are sharply reduced, Other industries are also feéling the effects of '
competition from subsidized firms, but so far only in the case of individual
products  (e.g. transformers). However, if guch an item should be a firm's

main product, the problem can be extremely seriocus,

Lastly, it needs to be stressed that Denmark would have been faced with
the same problems whether it was a member of the Community or not. But a
country the size of Denmark has a much greater chance of coping with these
problems from a seat at the Council's negotiating table than if it stands
alone. Not oniy is this in particular the case as far as illigal subsidies
in other Member States are concerned, but alsc in the case of EFTA-countries
exborting subsidized products to the Community. Denmark in its capacity of
a Member State has far better’possibilitias.of acting against this than through
an isolated national action as it tried to do, with little success, dgainst its

neighbour Sweden at the end of 19771.

4, Other EEC initiatives of importance to industry

v e e D 0 TR Y e s S0 ahn 7 S O S G S S G A e S e o e T ) s e e 4D e et ) e s T T Ml i 7D e

Apar£ from the areas of EEC policy mentioned above, a number of otheré
can also be mentioned as being of importance to industry, among which are the
law on patents and trademarks, consumer protection, energy policy, research
policy etc. A common feature of all these areas is, however, that they are
either of such a nature, or concern initiatives that are at such an early
stage, that it would be difficult to identify any special impact they might

have on Danish industry.

; The ‘'chipboard' case, for further details see section on the Community's

trade policy.

Da.~kmc.jil/des
- 62 - PE 48.168/rev.




CHAPTER IV

FOREIGN TRADE

Introduction

Unlike most of its Community‘partners, Denmark has practically no natural
resources other than agricultural land. Its transition from an agricultural
td an industrial country with a high standard of living has‘therefore been
possible only because of extensive foreign trade. To achieve an appropriate
industrial structure, Denmark, unlike many larger countries,'had to go in for
imports not only of foreign raw materials and semi-manufactured products, but
also of finished producfs which are necessary if the industry of a small

;country is to obtain a satisfactory level of specialization.

It is not surprising, therefore, that Denmark has a high foreign trade
figure seen in relation to its gross national product. In 1975 Danish imports
accounted for 29.2% and exports for 24.6% of the gross national product. The

Community average for the same year was 22.3% for imports and 22.1% for exports.

About two-thirds of Danish exports are handled directly by the manufacturers
themselves and the other one-third is handled by commercial unde:takings.‘ The
latter mainly deal with products from smaller industrial undertakings with no
export organization of their own. Most imports are handled by the commercial
undertakings. This appliesimainly to finished'produCts but a considerable
proportion of industry's raw materials and semi-manufactured products are

likewise imported by commexrcial undertakings.

Because of its great dependence on foreign trade, Denmark has traditionally
pursued a liberal trade policy. It was therefore logical that Denmark, at
the beginning ofkthe sixties,; should participate in EFTA cooperation, which _
gradually led to industrial products originating in EFTA Member States benefiting

from customs-free movement within the EFTA area.

Through EFTA cooperation in the sixties, Danish industry had become
accustomed to international competition; when Denmark joined the Community in
1973, there was no need to introduce exemption clauses for .any sector of Danish
industry. Over a five-year period, therefore, duties on industrial products
traded between Denmark and the original Community plus Ireland were reduced by
20% a year so that all duties were removed by 1.7.1977. The gradual adoption
of the Common Customs Tariff which applies to imports from third countries
took place ovef the same period, the difference between the Danish 1972 tariff
rates and the Common Customs Tariff rates being reduced by 40% on 1 January 1974,
followed by a further reduction of 20% a year until 1 July 1977 when Denmark be-
gan'to apply the Community tariffs for third countries.

Da.-arf, er/cj -63 - PE 48,168/rev.




The fact that Danish membership of the Community coincided with the entry
into force of the free trade agreements between the enlarged Community and the
individual EFTA countries was of considerable importance to Danish foreign trade
in the first years of membership. With the exception of a few sensitive
products and certain processed agricultural products, Denmark was able to main-
tain ite duty-free trade in industrial products with these countries, including
Sweden which, together with the Federal Republic of Germany is Denmark's most
important trade partner. ' '

On the other hand, certain transitional measures were introduced in con-
nection with the Community's preferential agreements with a number of third

. 1
countries .,

A. TRENDS IN DANISH FOREIGN TRADE IN THE PERIOD 1972-1977

1. Exports.

e S e e 1 ity

(a) The general trénd

Table No. 1 shows the trend in total Danish exports to the present
Community, the present EFTR, the USA and other third countries during the
period 1968-1977. ‘

The table shows that the Community's share of total Danish exports
throughout the. period in question lay between approx. 42% and 45%; in the ‘
years prior to accession the share dropped slightly, only to increase slightly
again after accession. The present EFTA's share has constantly been between
approx. 27% and 31% although there was a slight downward trend after Danish
accession. The USA's share dropped cbnsiderably, from 8.1% in 1968 to 5.6% in
1977, while other third countries increased their share of Danish exports,
accounting for 22.9% in 1977 as compared with only 17.1% in 1968,

In the first years of membership Danish agricultural exports to the
Community2 increased considerably, and they are mainly responsible for the
increase in the Community’s share of total Danish exports.: The Cémmunity's
share of‘industrial exports; on the other hand, remained relatively constant

in the first years of membership.

1 See section on Community,trade:policy

2 See the sections on agriculture and fishery for exports of agricultural and

fishery products respectively
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{(b) Exports of industrial products to the Community

Table No. 2 shows the trend in Danish exports of industrial products by
main groups to the Community in the period 1972-1977, while Table No. 3 shows
how high a percentage of Danish industrial exports in these product groups
the Community absorked in the same periocd. It can be seen that the Community's
percentage share of Danisgh industrial exports was relatively constant duxing

the first years of Danish membership of the Community.

(¢) The trend by individual product groups

The most important industrial export product group is machines and
instruments; Dkr 5,000 million worth of tliese were exported to the Community
in 1977. The trend of total exports of these products and of exports to
individual countries was more or less the same as that for industrial products
S as a whole in the period 1972-1977, It is notable, however, that exports to
the Federal Republic of Germany lncraased conslderably between 1974 and 1975
although there was a drop in expor*s to the other Menber States. As these
goods are mainly investment goods and since there was no slgnlfxcaht ec onomic
upswing in the Federal Republic in 1975, the most likely explanation is that
this sector of Danish industry had begﬁn to concentrate more.on the nearby
German market, and that duties, which were reduced by 60% in 1975, had nade
Danish producers moré competitive. In 1976 and 1977 a rise was again cbserved
in exports to the other Member States. The Communlty s share of total Danish
exports in this field was however largely the same in 1977 as in 1972 at 36. 6A.

The second mosgt important product group of Danish industrial exports is
chemical products (excluding pharmaceutical preparations),  Here exporté to the
Community amounted to Dkr 972 million in 1977, close on a third of the total
exported. EFTA continues to be the main market foi these products and other
third countries are well represented, and there is no 1ong—term'indication
that the Community share will increase. Table No.'3 shows that in 1972 the
Community bought‘30.2% of the chemical products exported, 27.5% in 1975, and
again 30.9% in 1977. A sharp increase can be observed in exports to the

Federal Republic of Germany, although this does not chahge the overall pictﬁréo

In the textiles and clothing group, the Community imported Dkr 682.4
million worth out of total Danish exports of 2,906 million in 1977. There was
a slight increase in the Community's share of Danish exports, from 20.4% in
1972 to 23.5% in 1977. There had been a considerable increase in exports to
the important German market and to Benelux, which in 1977 ran to Dkr 285.8
million and Dkr 108.4 million respectively. Even though the French market
doee still not play a major role, it is nevertheless worth noting that exports
here rose from Dkr 6.5 million in 1972 to Dkr 40 million in 1977. There was a
direct drop in exports to one Member State, the United Kingdom, from Dkr 247.4
million in 1972 to Dkr 226.5 million in 1977.
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TABLE No. 3

COMMUNITY PERCENTAGE SHARE OF TOTAL DANISH EXPORTS OF A NUMBER OF IMPORTANT
INDUSTRIAL PRODUCTS IN THE PERIOD 1972-1977

Main product groups 1972 1973 1974 1975 1976 1977
Machines and instruments ........ 36.8 40.4 35.4 32,2 35.0 36.6
New ships and hulls, 250 GRT and

overl ... '24.5 27.4 21.5 47.6 62.8 ~26.0
Other chemical articles ........ 30.2 30.8 29.7 27.5 30.3 30.9
Var%ous industrially grocessed , '

agricultural products® ......... . 16.8 18.4 29.4 33.9 24.0 27.1
Textiles and clothes .......... . 20.4 22,7 21.4 21.7 21.9 23.5
FULNitULE  +ruerernrnenennnnnn. .. 43.0 43.8 38.8 41.9 36.6 34.4
Feedingstuffs (excluding straw,

root crops, etC.) cieeiisencoaree 45,9 48,7 38.2 = 45,0 53.0 48.1
Worked metal products, etc. .... 38.1 37.5 31.4 ~27.0 31.1 32.4
Pharmaceutical preparations ..... 24.9 28.3 26.2 29.6 29.0 31.2
Non~-metallic mineral products .. 33.3 34,7 34.9 33.3 36.2 36.6
Metals ......cicveuceavse. e es e 33.6 29.1 29.8 24,9 27.3 38.3
Transport equipment3 .......... . 34.5 32,7 27.2  -27.9 28.2 30.8
vVarious plastic products ...... . 34.5 32.8 33.5 31.8 30.7 33.3
Liquid fuels and lubricating oils

etc. (excluding crude oil) ..... 12.8 11.8 10.1 14.0 13.6 14.4
Fish, crustaceans and molluscs, o : ’ .
prepared or preserved ....... U 32.1 39.1 47.6 56.9 55.4 = 58.6
Other industrial products ...... 44.8 48.1 44.5 43,2 46.0 43.2
TOTAL 33,7 35.8 32.3 33.3 35.5 34.4
1

1972 and 1973: 100 GRT and above
1976 and 1977: includes aircraft

2 1976 and 1977: other industrially processed agricultural products

3 1976 and 1977: transport equipment excluding vessels cover 250 GRT and aircraft

Source: 'Statistiske Efterretninger', Danish Statistical Office
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In 1977 Danish exports of metals to the Community were worth Dkr 587.8
million or 38.3% of total exports of this product as against 33.6% in 1972.
The Federal Republic of Germany and the United Kingdom c&ntinued to be the
main customers but there has been a considerable increase in sales to all

Mewber States, with the exception of Ireland, since 1972.

The category °ships, hulls and aircraft' tends to fluctuate sharply:;
the main customer is the United Kingdom. In 1976 the Community share of these

exports was, for example, 62.8% but in 1977 it was down to 26%.

Other important product groups include feedingstuffs where the.Community
already accounted for 45.9% of exports in_1972, reaching a share of 53% in
1976 although this fell again in 1977 to 48.1%. The category 'various »
industrially processed agricultural products' has also seen a Community share
fluctuating from 16.8% in 1972 to 33.9% in 1975 and 27.1% in 1977. As regards
furniture there has been a significanﬁ decline in the Community's relative
importance as a customer from 43% in 1972 to 34.4% in 1977. As fegards_ k
pharmaceutiéal‘preparations there has, on the other hand, been a ﬂigﬁificant
increase both in value terms and in the Community share of exports, from
Dkr 136.3 million (24.9%) in 1972 to Dkr 398 million {(3L.2%) in 1977.

It can be concluded that duxring tﬁe first five years of Danish membership
of the Community it was not possible to detect any clear trend towards an
incréase in the relative importance of the Community as a whole as a customer
for Danish exports, aince the different product groups reveal a number of
conflicting trends. There has, on the other‘hand,‘been a major,shift'over the
period 1972-77 in the relative importance of individual Member Stétes for
Danish industrial exports. In 1972 the United Kingdom was the biggest customer
for Danish industrial exports among the present Menmber States and, in that year,
purchased Danish industrial productskto the value of Dkr 2,516.3 million, while
the Federal Republic of Germany trailed with Dkr 2,226.3 million. The third

place was occupied by Benelux with Dkr 855 million.

In 1977 the Federal Republic of Germany Was the most important customer
for industrial goods among the EEC countries1 with imports from Denmark
totalling Dkr 5,422 million. The United Kingdom imported goods worth Dkr 3,922
million, while Benelux with imports of Dkr 2,445.2 millicn had developed into

a very important customer for Danish industrial éxports.

1 Sweden is still the most important single customer for Danish industrial
products, purchasing goods to a total value of Dkr 7,689.7 million in 1977
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(d) Factors of special importance to industrial exporté_in the period 1972-1977

The gradual abolition of customs dutieé between Denmark, the original
Community and Ireland, which was completed on 1l July 1977, might perhaps have
been expected to change the pattern of Danish industrial exports in the first
years of membership and to boost the Community's relative importance as an
imporﬁer of Danish industrial products. Experience with the original Community
has shown, however, thatksuch chahges become appafent only over a considerably
longer period than that now under discussion. A number of factors affecting
Denmark and itsvmain trading partners presumably also acted as a brake on any
upward trend in Danish industrial exports to the Community during the first
years of membership!

During the boom period in 1973, production capacity of Danish industry
was used to tﬁe full and many undertakings therefore had to turn down new
orders. At the same time it was difficult to expand production capacity
because of a lack of manpower. Moreover, during the same period many third
country markets were expanding more rapidlykthan the Community market. This,
combined with the fact that tariff preferenée on the Community market was '
relatively limited during the first years of membership and was not fully
implemented until 1 July 1977, did not encourage Danish undertakings to promote

exports on the Community market in the first years of membership.

Before menbership, imdustrial producers were in a number of cases prepared
to accept reduced profit margins in order to keep their competitivity on the
Community market. The reduction in customs duties enabled prices to be ad-
justed to a more ‘normal' level. While this avoided the risk of losing a share
of the market, it did not do anything to make Danish goods more competitive.

One of the third country markets thaé especially affected/the trend of
Danish industrial exports during this period was the Swedish market. In 1973
Denmark's main trading partner in the field of industrial products,‘Sweden,
continued to show a relatively low level of business, and it wés only in 1974,
when the recession started in the rest of western Europe, that the upswing in
Sweden reached a peak. . In 1974 therefore Sweden attracted a large share of
Danish industrial exports that might perhaps otherwise have been marketed in

the Community.

When the recession finally started in Swéden at the énd of 1974, possibili-
ties for expansion on the Community market were greatly réduced because of the
general fall in demand and industry's export drive was therefore directed in
1974 and 1975 more towards markets outside the Community and EFTA. During
this period there was a considerable increase in: exports to inter alia state-

trading countries, the Middle East, and various overseas markets.
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The renewed sharp rise in exports to the Federal Republic of Germany and
Benelux in 1976 and 1977 was largely offset by a sharp drop 1n exports to the

English market over the same perlod

At the close of the 19708 the pattern of Danish industrial exports séems
therefore to show a clear trend towarde coﬁcentration on the nearby Northern
European markets in the EEC/EFTA area with Sweden as the most important customer
in 1977 followed by the Federal Republic of Germany , Norway and Benelux.

The previously very important but geographically more remote British market
has been in sharp decline; this is perhaps best illustrated by the fact that
in 1977 Norway imported more Danish industrial‘products’(Dkr 4,180.4 million)
than the United Kingdom (Dkr 3,922 million). :

This trend towards the concentration of industrial exports on the nearby
Northern European markets as opposed to a more even expansion over the entlre
Community area finds its natural explanation in the easier access1b111ty of
these markets to Danish exporters not only for reasons of language and
geography but also because they are very similar to the Danish domestic market
in terms of structure and(consumer preferences. As, however, there is very keen
competitition in these 'easily accessible' markets, Danish industry has re-
cognized the need to expand in ‘the other Community markets, partlcularly the
hitherto very much neglected French market where major export drlves were
launched in 1977 and 1978. The success or otherwise of these. attempts to
capture new markets within the Community rather than merely belng content
with expandlng existing markets will presumably determlne whether the relative
importance of the Community as a customer for Danish industrial exports will
increase-in the years to come or remain largely unchanged, as wasvthe case
during the period 1972-77.

2. Imports

(a) " The general trend

Table No. 4 shows the general trend in Danish imports from the present
Community, the present EFTA, the USA and other third c¢ountries in the period
1968-1977. The Community's share shows ahigh degree of stability, varying
from 45% to 48% of total Danish imports, with a downward trend in the early
19708 and a renewed rise ink1976band 1977. EFTA's share, which was 28.7% in
1972 and 1973, fell however to 24;6% in 1977. As for the USA and other third
countries, the trend is very similar to that for exports, with the USA;s share
dropping and the rest of the world's share increasing; this trend is, however,

gradually diminishing.
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(b) The trend in imports from the Community

Table No. 5 shows the trend in Danish imports by main product groups
from the Community in the period 1972-1977 and Table No. 6 shows the trend
in the Community's percentage share of total Danish imports of those
products in the same period.

The most important product group of Danish imports from the Community
is 'machines and transport equipment'. As early as 1973~there was a drop
in the Community's share of total Danish imports from 69.1% in 1972 to
57.2%. This trend continued into 1974 when the Community share dropped
right down to 54.4%. After a certain increase in 1975 and 1976 the share
fell again in 1977 to 57.5%, which is still lower than in 1972.

The category of 'other finished products' has on the other hand shown
something of an increase from 45.4% in 1972 to 48.9% in 1977.

As regards 'fuel', which mainly covers petrol and fuel oils, the
Community share has fluctuated betweeh'44,3%’(1973)'énd 35.5% (1975) over
the period under review and it is not possible to deduce any clear trend.

'Chemical products' witnessed a éteady.rise throughout the entire
period and, with a 64% share of Danish imports in 1977, it is the category
of products in which the Community countries are most strongly represented
as suppliers to the Danlsh market.

'Beverages and tobacco' also show a sharp rise from 31.7% in. 1972 to
53.9% in 1976, although in 1977 the Community share fell agaln to 49 4% of
Danish imports. ‘'Foodstuffs' show a similar trend, reachlng an all-time
high of 30.5% in 1975 only‘to drop .subseguently to 27.3%. 'Raw materials'
on the other hahd developédvmore evenly from 14.2% in 1972 to 18.7%’in‘1977.

(¢) Factors specially a ffecting the trend.

The trend in Danish imports of agricultural products from the Community
is hardly surprising as, immediately after accession, imports were subjected
to the mechanisms of the common agricultural policy and the subsequent
preference for Community products in relation to products from third countries.
With trading conditions exerting such a strong economic influence in favoﬁ# of
intra-Community trade, it was inevitable that there should be a change in the
pattern of imports similar to that which occurred in the pattern of Danish
exports of agricultural productsl.‘

1 See section on agriculture, page 1
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TABLE No.

6

COMMUNITY PERCENTAGE SHARE OF TOTAL DANISH IMPORTS BROKEN DOWN INTO MAIN

PRODUCT GROUPS IN THE PERIOD 1972-1977

1972 1973 1974 1975 1976 1977
Foodstuffs ........cc... vessiiseen 22.8 27.3 29.5 30.5 29.5 27.3
Beverages and tobacco .....ee.en 31.7 32.2 40.4 43.4 53.9 49.4
Fuel .....cicevceconcsosencacsons 38.9 44,3 41.2 35.5 37.7 43.7
Raw materials .....ccccvecrccces 14.2 15.9 16.0 17.3 18.0 18.7
Chemical products .......cecee. . 58.0 58.2 59.3 59.3 62.2 64.1
Machinexry and transport equipment 60. 1 57.1 54.4 58.6 58.8 57.5
Other finished products ........ 45.4 45.5 47.6 45.9 47.4 48.9
Total for Community ........... . 45.9 45.8 45.5 45,9  47.2 47.7

Source:  Table No. 5
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On the other hand, immediately after Danish accession there continuéd to
be a customs preference for industrial products imported from EFTA rather
than from the original Member States. This was not calculated to bring about

changes in the traditional trade pattern in the initial stage of membership.

Lastly, the price policy pursued by export firms in the original Mewber
States should be taken into consideration in assessing the significance of
the gradual abolition of customs. It is generally acknowledged that before
accession many of these firms applied extra low prices on the Danish market
in order to compete with customs-free imports from the EFTA éountriesa They
then adjusted prices, in the same way as many Danish export firms did on the
Community market, to a more 'normal' level in connection with the abolition
of customs duty. To the extent that this price policy has been phrsueﬁ, the
importance of the réduction of customs duty to the trading pattern has at
the outset been limited. A rise in imports of industrial products in 1976
and 1977 does, however, seem to indicate that the complete abolition of
customs duties will in the long term have an influence on the patterh.of imports
irrespective of the pricing policy followed by companies.

Az a result of the continuation of the Danish national preference arrange-
ments for developing countries in 1973 and of Denmark's participaficn in the
Community's general preference scheme as from_l9741, exports from a number’of
developing countries benefited from greater tariff preferences than exports
from the original Member States of the Cammunity'during;the period up to
1 July 1977. Since during thé same period several of them were rapidly
becoming industrialized, this, together with customs exémption, cbviously
led to increased imports of their already cheap products. Thus, Dénish im-
ports (excluding fuel) from Asian counttries (mostyof which are entitled to
developing country preferences) increased from about Dkr 1,600 million in 1972
to Dkr 6,400 million in 1977.

Imporééwother than of fuel from the Fast European State~trading countries
likewise increased sharply in the period 1972-1976 from Dkr 800 million in
1972 to Dkr 1,800 millién in 1976. In 1977, however, imports from these
countries dropped again to Dkr 1,600 million and there is‘evidence
that these countries®' difficulties in supplying consumer goods of a high
standard are a major obstacle to continuing expansion. The prices of finished
products from the State~trading countries are normelly so low, in fact, that
the Community's third country tariffs have no appreciable influence on the

competitiveness of such products in terms of prices.

In addition to the abovementioned trends in fdréigh'trade, expenditure on

1 See also section on trade policy, page 86,

pa,-arf.sr/cj - 80 - ’ PE 48.168/rev.




fuel imports, which from the end of 1973 used up a considerable proportioh

of the funds which would otherwise have been available for importing other
products, was also of decisive importance. Danish expenditure on imports of
fuel increased from Dkr 3,800 million in 1972 to Dkr 13,100 million in 1977.
Since up to 1976 almost two-thirds of these imports came from countries
outside the Community, this could not but have an adverse effect on the
Community's share of total Danish imports. Only in 1977 did the trend change

towards increased fuel imports from the Community.

In the light of the above factors, which have to a considerable extent
militated against any expansion of trade between Denmark and the other
Community countries particularly during the first years of membership, it is
hardly surprising that a clear trend towards increased imports from the other
Member States did not emerge until as late as 1976 and 1977. Furthermore,
it is uncertain whether this trend will persist as the continuing process
of industrialization in the developing countries will mean a‘tendency towards
increased trade with these countries, unless there is intervention in the form

of trade policy measures.

B. EEC TRADE POLICY AND ITS SIGNIFICANCE TO DENMARK

As is clear from the section on Danish foreign trade in the period
1972-1977 it is difficult to point to any major shifts in Denmark's trade
with the Ccﬁmunity as a whole with the exception of agricultural products.
There has, on the other hand, been some change in the pattern of trade
between Denmark and the indiwvidual Community countries, particularly in
regard to industrial exports, with the result that the Community as originally
constituted (the Six) todays plays a far greater role in Danish foreign trade
than was the case prior to Denmark's accession. As already indicated above
in the sections on the trend of exports and imports during membership of the
Community it has to be assumed that not only the general economic development
of Denmark's trading partners but also Danish participation in the customs
union and the Community's trade policy have been of major importance for the
conditions under which Danish industry has operated during the first years
of membership of the Community and hence for the developments that have taken
place even in a number of cases where this does not emerge directly from the
trade statistics. The most important aspeéts of the customs union and trade

policy and their importance to Denmark are discussed below,

1. The Customs unionl

As mentioned in the introduction to this section, Denmark reduced the

difference between the Common Customs Tariff rates and its 1972 tariff rates

1 The Customs union is not, strictly speaking, part of the Community's trade

policy, but its effect on the individual Member States is of a 'trade policy'
nature. Moreover, since the Customs union and the Community's trade policy
are in many ways closely connected, it seems appropriate to treat them
together
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by 40% on 1 Januvary 1974 and by a further 20% onll January 1975 and 1 January
1976; since 1 July 1977 there has been full harmonization with the Community's
external tariff. 7The customs duty applied between the old and the new Member
States was progressively dismantled in accordance with a similar timetable
starting with 20% on 1 April 1973. ’ ‘

{a) Transition to the Common Customs Tariff

Since the majority of Denmark's foreign trade is concentrated on the
Community/EFTA area and since the previous EFTA duty exemption has been
maintained, the effects of Danish adjustment to the Community's external
tariff are ocbviously limited. In 1977, 72,2% of all Danish imports came from
the Community/EFTA area. To this has to be added imports from other third
countries entitled to preferences, so the proportion of Danish impbrts sub-

jected to full third country tariffs is very small.

Finally, the Community'‘s external tarlff rates are more cr'less.in_line
with the Danish 1972 tariff rates although the former show a tendency
towards slightly higher rates for raw materials and slightly lower rates

for finished products.

It can therefore be concluded that the extent to which Danish importé
from third countries have been subject to higher'custams duties as a result
of membership has been very 1imitedl. This is also reflected in the fact that
the customs-exempt GATT guotas for imports from third countries that had to be
fixed by the Community in compensation for the transiticn of the new Member
States to the Common Customs Tariff were very limited as far as Denmark is

concerned.

(b} Abolition of customs duties and quantitative restrictions between Member

States

Although not immediately apparent from the general statistics, the effects
_of the abolition of reciprocal customs duty between the old and the new Member

States and the abolition of guantitative restrictions are rather greater.

The fact that customs duties are being abolished within a customs union
and not within a free trade area is of considerable importance; rules of
origin, for instance, do not have to be applied in intra-Community trade.
Producers are therefore much freer in their purchase of raw materials and semi-

manufactured products and can choose freely between‘products from the Community

1 one of the few exceptions to this rule is the tobacco industry which imported
raw materials duty-free before accession. Denmark imports its raw tobacco
mainly from third countries, and therefore the price of the raw materials
increased after accession. Imports could not be switched to Community~grown
tobacco without changing the nature of the final product. Another exception
is the corrugated paper industry which after 1973 switched its purchases
of raw materials from the USA to Scandinavia
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and third countries without there being any risk that the products will not be
given preferential treatment in intra-Community trade. In préctice, however,
a producer who exports a certain amount to the EFTA area often adapts his
production to Community/EFTA rules of origin, even as regards that part of

it which is to be marketed inside the Community, since in many cases it would
not be worthwhile to make a differentiation in the production of otherwise

uniform products.

Despite the obvious advantages of the customs union, the strongly EFTA-
oriented Danish industry can make only partial use of them in that the Community/
EFTA rules of origin are to some extent 'rubbed off' onto that part of pro-

duction that is marketed within the Community.

Another 'imperfection' on the internal market is the incomplete abolition
of quantitative restrictions between Member States as regards products
originating in third countries. Even though, as mentioned above, no rules of
origin are applied in intra-Community trade, an importer of a particular
product may be required to prove that it does not originate in a third country
in respect of which the Member State in question maintains national quantita-

tive import restrictions.

One result of this situation regarding third country products on the
inernal market which is very confusing for the ordinary firms is that in many
cases they avoid having anything to do.with re—exportingl third countryyproducts
to the rest of the Community even in cases wﬁere such would have been possible.
In theory an importer or exporter can be guided by the common liberalization
lists2 of state-trading countries and other third countries, but since
individual Member States are regularly authorized to exempt products on those
lists from Community treatment (in other words again subject them to quantita-
tive restrictions), it is difficult for a business to base long-term measures

on the liberalization lists.

Finally, it should be emphasized that the work on eliminating technical
barriers to trade3 is extremely important for the functibning of the internal
market. Not only the export-oriented sector of industry but alsoc a large
number of importers feel that the need for harmonization of technical
specifications has beén far from satisfied. This applies, for example, to
sectors such as electrical equipment, tools and machine tools and agricultural
machinery.

las regards imports of third country products from other Member States, the

situation is often different since it will normally be easier for an importer
to keep up to date with the import regulations in force in his own country.

Products on these liberalization lists are in principle exempt from any
Community or national guantitative restriction.

For4further details see the chapter on industry, p.46.
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Leaving aside these consequences of the lack of harmcnization beéetween
EFTA free-trade agreements and the common customs union and incomplete v
implementation of the internal market, it has to be acknowledged that, now
that internalAtariffs have been cbmpletely abolished, the customs union gives
Danish exporters and importers greater advantages not merely as regards
operations in intra-Community trade but also as regards imports from thigd
countries. JIrrespective of which Member State imports products from third
countries, customs rates and documents will be the same and it will be
possible for the products (with the above exceptions) to be distributed freely
to the other Member States under a uniform procedure. Since a considerable
proportion of an undertaking's outgoings relate to administrative expendituré
in connection with customs clearancel, the purely ‘paper’® advantages of the
customs union could in the longer term very well prove td.be among the most

important.
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As mentioned in the introduction to this section, Community agreements
with the individual EFTA countries were a prerequsite for the maintenance of
the previous customs exemption for industrial products between Denmark and
those countries. It was crucial to Denmark that ‘'a new customs barrier should
not be set up in the 'Presund' after accession. Apart from a few exceptional

cases, such an undesirable development has been successfully . avoided.

(a) Rules of origin '

The biggest upheaval for the Danish business world in connection with. the
entry into force of the'EFTa agreements was the application of new and
considerably more complicated rules of origin. Whereas during the earlier
EFTA cooperation the rules had been relatively simple, being based on a certain
percentage of added value, the principle of the new rules was that a product
should change its tariff position in order to acquire origin. In addition

there were many exceptions to this rule.

After some transitional difficulties Danish business has now learnt to
cope with the new rules and it is therefore not so much the understanding of

the rules as the consequences of their application which is the problem.

L The Commission estimates that this expenditure can amount to up to 7%% of
the price of a product and thus in some cases can be more of a burden than
customs duty :
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The Danish textile industry in particular, which exports most of its
products to the EFTA area, has had considerable difficulty in applying the
new rules of ofigin because of the lack of cumulation possibilitiesl in the
case of a product processed in several Community or EFTA countries. The
result is that a product manufactured entirely from components originating
in the Community or EFTA can, in certain circumstances, be subjected to full
third country customs duty when imported into a Community or EFTA country.
The important Danish electronics industry has come dp against similar
problems in EFTA exports. The so-called ‘transistor rule'2 in particular has
been a constraint for Danish electronics manufacturers when exporting to

EFTA countries.

(b) Exceptions to customs exemption

Although as a general rule no new tariff barriers have been set up
between Denmark and EFTA as a result of Danish accession, there are some
areas where previously duty-free products are now subject to duty. This
applies to certain processed agricultural products (e.g. tobacco) and, during
a transitional period, certain sensitive products (including paper products).
It is true that duty-free quotas of sensitive products have been fixed for
Denmark and it should be possible to import them duty—fréé during a transitional
period, but the quotas have in several cases proved to be inadequate‘partly
because of Denmark's re-exportation of the products in gquestion.

Attempts are currently being made to find a solution for the most
important procéssed agricultural products, and the problem of inadequate duty-
free quotaé was a purely temporary one. In many cases it can be assumed that
the advantages and disadvantages of incomplete custdms exemption balance each
other out, for while in some situations it hampers Danish exports, in others

it provides Danish industry with some protection.

(c¢) An effect of membership?

Altogether, the EEC/EFTA agreements, despite certain shortcomings, are
the most important aspect of the Community's actual trade policy insofar as’
Denmark is concerned. Through them Denmark has been able to maintain and
expand its traditional trade links with its previous EFTA parthers while at
the same time benefiting from the advantages 6f the EEC customs union. For

the sake of completeness, however, it should be pointed out that the impact

1 Cumulation: aggregating several processes carried out in different countries

(which individually do not give a product the required origin status) and thus
acquiring the necessary status '

If the value of transistors without origin status used in a radio or tele-
vision set is more than 3% of the value of the final product, the final
product no longer fulfils the rules of origin regquirements and is subject
to full duty when exported to an EFTA country
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of thesge agreements on Depmark cannot be entirely regarded as a conseguence

of Danisgh membership: if Denmark had stayed outside the Community, it would
in all probability have concluded a free-~trade agreewent with the Community
similar to those it concluded with individual EFTA countries. There would
undoubtedly have been the same prcoblems as regards rules of origin and
incomplete customs exemption in the operation of the EFIA agreements as there
are today. They would, however, have affected Danish trade not only with

EFTA but also with the Community as a whole, where Denmark, as a menber of the
customs union, today enjovs considerably wmore favourable terms than the EFTA
countries.

3. Relationg with the Mediterranean countries
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Today, only a small part of Denmark's foreign trade is centred on the
Mediterranean countries including the associated countries Greece and Turkey
and the Community’'s trade policy activities in that area are, therefore, in
the short term, of limited importance to Denmark. Denmark is alsoc one of
the Member States with the least problems under the Community's preference
scheme in this area, since practically no Mediterranean agricultural exports
(citrus fruits, vegetables, wine and olive oil) ¢ompete directly with Danish
products {(grain-and various animal products). The proposed enlargément of
the Community to include the three Mediterranean countries Greece, Spaiﬁ and
Portugal is not expected to have any direct appreciable effect on Denmark’s
foreign trade. The agricultural industry may, however, benefit from improved
export opportunities for certain animal products. '

4, Generalized Scheme of Pr@fgren@ea for the develoging countries
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Even beafore accession, Denmark had a scheme of preferences for developing
countries and this continued unchanged in 1973. The Danigh preference scheme
was particularly simple, consisting of full and unlimited customs exemption
for all industrial products from countries gualifying for preferential treat-

ment.

The entry into force in Denmark on 1 January 1974 of the Community’'s
somewhat complicated scheme of preferences for devéloping countries meant an
agonizing upheaval for Danish importers: Dbecause of the Community's tariff
guotas and import ceilings it was impossible to calculate the ambunt of customs
exemption in advance and as a result many importers based their own prices on
full payment of customs duty on many products. One conseqguence of this was '
that the preference scheme no longer made developing country products very
competitive; dinstead it meant occcasional extra earnings for importers that

were fortunate enough to cobiain customs exemption.

Although in recent yeare the Community's scheme of preferences has been

liberalized, it is still far from being as simple as the former national
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scheme. Danish imbort circles genéréliy.éppreciate, howeQéf, that.éﬁééhéﬁe -
as. liberal as‘the‘former Danish one cannot reasonably be expected to be
applied‘in the Community ét present. What they want is not so much a more
liberal scheme as the possibility of making advance calculations on the basis

of a fixed tariff rate.

One could imagine that Danish industry had benefited from the increased
protection offered by the Community's scheme of preferences! This is true
in theory rather than practice, since Danish industry produces fewer and

fewer products that compete with imports from developing countries.

5. State-tradlng countrles
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Before accession, Denmark) like the other west European countries,
limited imports of a variety of sensitive products from state-trading
countries in order to mitigate the undesirablekeffects of the difference
between the economic systems. On 1 January 1975 the EEC's common trade
policy towards state~trading countries entered into force, after which
Member States' import quotas could in érinciple no longer be the subject
of bilateral agreements between individual Member States and state-trading
countries, since the quotas were from then on to be fixed by the Community
only;. So far, however the joint Community arrangement has consisted merely
of a 'carbon copy' of the former national arrangements and this state of
affairs is likely to continue for as long as COMECON refuses to accept the
idea that the Community should conclude agreements with the separate East
European state-trading countries instead of with COMECON as a whole.

The only exception in relation to the state-trading countries is the
1978 agreement with China, which is not a member of COMECON. Even aithough
Denmark has extremely good bilateral relations with China, the Community
agreement will undoubtedly be useful for Danish companies wanting to par-
ticipate in major Chinese development projects in collaboration with firms
from other Community countries. As many of‘the projects planned in China
are on such a scale that even major Danish companies cannot carry them out
on their own, the Community agreement witﬁ China could very well acquire
greater importance for Denmark than one would at first sight be prepared

to assume.

6. The Lomé Convention
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The Lomé Conventlon between the Community and the 56 ACP countrles1
is often s1ng1ed out - and w1th Justlflcatlon -~ as an epoch-making innova-
tion in cooperation between the industrialized world and developing countries
and as one of the most important developments in the Community's policy
towards the Third World.

1 ACP: African, Caribbean and Pacific
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The direct economic impact on Denmark of the Lomé& Convention is,
however, very limited because only a very small percentage of Denmark's
foreign trade is with those countriesl. Moreover, all industrial products
from the ACP countries were imported duty-free even under Denmark's former

national scheme of preferences for developing countries.

Although the direct impact on Denmark and the other Member States is
small, the Lomé Convention provides a basis for the future development of
trade. It also provides support fbr the economy of the ACP countries
through inter alia the Stabex Fund and increased technical and economic

cooperation.

To the extent that the Lomé Convention contributes to improving
economic development and consequently to increasing stability in the ACP
countries, it will be of direct benefit to Danish exports and to the activities
of Danish undertakings in these countries. . This could above all turn out to be
the case in regard to projects, financed by the fourth Development-Fund, which

was set up under the Lomé COnventionz. However, these indirect effects will be
more long term and are therefore not apparent at present.

7. The Community's non-greferentia13 trade agreements
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In additibn'to the abovementioned trade policy arrangements, the
Community has concluded non-preferential trade agreements with a variety of
third countries.  These agreements by themselves have only a very limited
effect on the economy of the countries concerned and their function is
primarily'to provide a formal framework for technical and economic cooperation
between the partners. Accordingly, it is normally very difficult to demon-

strate any direct consequences.

Only in cases where agreement is reached under a non-preferentlal ‘
agreement on general tarlff reductions by the Community, for instance as part
of a generalized scheme of preferences for the developing countries, but with
particular reference to the country concerned (which is normally the main
equrter of the product.h‘question), is there any éuestion of demonstrable

effects of a non-preferential agreement}

L Danish distillers take the view, however, that givihg preferential status
to imports of alcohol from these countries may threaten Denmark's productlon
of alecohol of agricultural origin

To date, however, Denmark has made only very limited use of the opportunities
offered by Community projects in developing countries. For example, at ,
31 March 1978 Denmark accounted for only 0.35% of the total value of projects
put out to tender

3 Agreements that do not provide for tariff reductlons in trade between the
parties
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8. General scheme_governing imports from third countries

The power that exists under this scheme to initiate, in accordance with
GATT rules, anti-dumping procedures in the event of third country exports of
state-subsidised products at prices below the true production costs of the
products in question has in recent years acquired steadily growing importance
for the Community and hence for Denmark as well. This is due to the fact that
there is general agreement today among the western industrialized countries to
refrain from unilateral import restriction measures as a means of helping
industries in difficulties. 1Instead, the authorities are resorting to direct
or indirect state subsidies to the industries concerned thereby enabling them
to maintain their exports by virtue of prices that do not cover true production
costs. As the borderline between admissible stéte aid and dumping is undefined and

as aid can assume innumerable forms the problem is extremely difficult to eliminate.

Among the Community countries themselves it is' a question of observing
the rules of competitionl whereas in relation to third countries the problem
is purely one of trade policy and countermeasures therefore have to be

justified by the existence of dumping within the meaning of the GATT rules.

In recent years the Community has in several cases initiated anti-dumping
proceedings against third country exports of state-subsidised products whichv
have as a rule resulted in the countries concerned agreeing to raise their export

prices.

Examples of Community anti-dumping proceedings of importance to Danish companies
are the 1978 cases concerning kraft liner from Finland, Canada, Sweden, Austria and '
Portugal and artificial wood (chipboard) from Spain and Sweden. In the latter case
the Danish authorities tried at the end of 1977 to resolve the problemwith Sweden on a
bilateral basis. The Danish Minister of Commerce was however unable to convince the
Swedes that their exports of chipboard were based on illegal state aid and the exports
therefore continued and gradually began to threaten the existence of Danish chipboard
manufacturers. The Commission was brought into the matter early in 1978 and immediately
initiated anti-dumping proceedings against Sweden with the result that on 1 March 1978
the Swedes raised their prices toa level that bore a realistic relationship to the cost

of manufacture.

A problem which is considerably more difficult to solve is third countries' sale
of state-subsidised proéudts on their own home markets and on other markets outside the
Community, where they compete with Community products. Danish industry is strongly
affected by this problem both on the Norwegian and the Swedish market. ~The EFTA-countries
indeed have undertaken an obligation to respect the principles on which the EEC's rules of
competition are based, but as the legal implications of this cbligation are disputable,

the possibilities of an efficient action on the part of the Community are probably limited.

Generally speaking, Danish industry, which traditionally receives only a very
limited amount of state aid, has a major interest in the Community's effotts
to combat with trade policy measures subsidy schemes in third countries
which result in eprrts of state-subsidised products to the Community. It
can be assumed that, in its capacity as the world's largest trading power,
1

For further details see the section on the Community's rules of competition, p. 60.
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the Community has a large share of the credit for the fact that the tendency
to grant state subsidies has been contained to such an extent that in the o
1970s we have so far been spared a modern version of the destructive trade
war of the 1930s. That the Community would be in an even stronger position
in the eyes of the outside world to pursue this role, e.g. in the textile
sector, by stepping up its efforts to combat government subsidies in its own
Member States iskandther matter which does not decisively effect the position

outlined above.

9. Community import arrangements in individual sectors

-

(a) Export restriction agreements asg part of the GATT multifibre agreement

In 1975 and 1976 the Community concluded agreements restricting exports
of cheapvtextile products from a variety of low-cost countries. Depending
on the exporting country concerned, the agreements covered both clothes and
piece goods. These agreements were replaced in 1978 by a series of new, more
restrictive agreements with 30 low-cost countries, covering approx. 90% of
the Community's imports of cut-price textiles.

The Danish textilebindustry originally showed no particular desire for
these arrangements. - Indeed, many of the semi-manufac tured products used by
the Danish industry were subject to restiictions,/bﬁt the export quotés
were so high that the textile industry did not really suffer from them.
However, at the close of the 1970s the situation seems to be changing: some
low~-cost cduntries are today in a position to compete nqt'only on brice but
also in terms of quality and fashion - previously‘the rain strength of the
Danish textile industry in competition. If the Danish textile industry today
finds the competition from government-subsidised firms. in the EEC and EFTA
area1 just as great a handicap és that from low-cost countries this may very
well therefore be due to the faét that the previous and present export -
restriction agreements for textiles have averted a surge offimportsyof new
kinds of quality goods from the low-cost countrieé which could have forced
the Danish textile industry not only off its home market but also off the

export markets in the rest of the Community.

After some transitional prdblemsz, the import trade has learnt to cope
with the system without any particular administrative difficulties. Since,
however, supplies in the exporting countries are beihg'artificialiy restricted,
the export restriction arrangements have inevitably led to price increases,
mainly in'products for which the guotas fixed are much iower than the actual

demand.

1 For further details see above p. 60.

In the autumn of 1975 there was a chaotic situation as regards textile
imports from Hong Kong: in July, Hong Kong had negotiated quotas for the
whole of 1975 that proved to be largely used up when the agreement entered
into force retrocactively in the middle of the year.
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As thesge export restriction agreements function not only as safeguards
but are also a longer-term prerequisite for liberalization of intra-Community
trade in textile products originating in third countries, they are accepted
not only by the industry but also by the import trade as a necessary element
of the Community's trade policy despite the inconveniences they may create
for the latter in connection with imports from the third countries concerned.
As regards the new agreements that entered intc force in 1978 the import
trade does however feel that the protectionist element has now assumed such
prbportions as to conflict with the principles of the international -division
of labour on Which the Community's trade policy has traditionally been based.

(b) Import arrangements for processed fruit and vegetable products

After several years of negotiations, the Community adopted a common
import system for processed fruit and vegetable products in the summer of
1975. The main feature of the arrangement is a general liberalization of
imports supplemented by certainfsaféguard mechanisms to preﬁent products

being imported in such quantities or at such prices as to distort the market.

The effects of the arrangement for Denmark are limited although, when it
. entered into force, it was élightly more liberal than tﬁe former national -
provisions - mainly in relation to state-trading countries. In sbme;cases,
however, the prices of semi-manufactured products used by the Danish canning

industry may be higher, as is the case with certain tomato products.

(c) Common import arrangements for live trees and other plants, bulbs, roots

and the like, cut flowers and ornamental foliage

This regulation, which with a few exceptions provides for general import
liberalization, entered into force on 1 January 1976 and likewise had few
repercussions for Denmark compared with the opening of the Danish market to
imports from the other Member States when Denmark joined  the Community;

This is because Danish horticulture had already largely gone over to producing

products that did not compete with importsl.
(d) Steel

One part of the Commuﬁity's efforts to rationalize the European steel
market2 comprises a series of bilateral trade policy arrangements with a num-
ber of third countries aimed at ensuring that imported steel products are in
line with the Community's internal price level. The agreements with the EFTA
countries are the most far-reaching as, in addition to fixing minimum prices
for exports of a number of steel products to the Community, not least in

response to pressure from Denmark, they impose obligations on these countries

1 See on this subject the section on horticulture

2 For further details see p. 52.
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- to maintain a price level corresponding to that of the Community on their
internal markets as well, so that all their metal-processing industries
are placed on an equal competitive footing with the Community's industry.
The agreements with the other third countries confine themselves to laying
down minimum priées for a number of the most common steel products upon

export to the Community.

As the agreementé are a part of the Community's overall steel policy it
cannot be said that they in themselves have led to an increase in Community
steel prices, but they are essential to ‘the maintenance of thé internal
price level for steel which is a central element in the steel policy.  Their

tparticular“effect consists therefore chiefly in ‘the added administtative
burdens that they have entailed for importing companiesAin regard to the use
of special import certificates, guarantees, etc. There is, however, some
understanding>among steel-importing firms of the need to introduce tempbrary
measures of this nature on condition that the desi:ed rationalizatibn of ‘

the steel market is in fact carried out and free trade subsequently reétored.

(e) Other import arrangements

Apart from the abovementioned import arrangements, which represent more
independent elements of the EEC trade policy, there are permanent or
temporary~survei11ance arrangements to control quality, price and quantity,
especially in the agricultural sector but alsc for certain industrial

products.

Most of the agricultural arrangements form an integral part of the
common agricultural policy and it is difficult to isolate their effects

from those of the agricultural policybin general.

Similarly, it is difficult to assess the consequences of surveillance
arrangements as'regards industrial products, but it may be assumed that in
some cases they can lead to a certain restraint on the part of the exporting
countries at which they are directed and thus avert the development of an

impending distortion of the market.

10. Community export arrangements

e e e e e e T i s i s s e e e e s s o e Gt S e

These arrangements are mainly part of the common agricultural policy,
and here too it is difficult to distinguish their effects from those of the

general policy.

One of the other export arrangements that is of some importancé to
Denmark is the ECSC quota for scrap metal exported to third countries, which
to some extent limits exporters' freedom to trade with third country markets.
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CHAPTER V

COORDINATION OF ECONOMIC AND MONETARY POLICY

There has been a considerable deterioration in the Danish economy
in recent years despite the economic advantages of EEC membership.
The balance of payments deficit, interest rates, inflation and

unemployment have all risen substantially.

It is not possible to determine accurately the impact of EEC
membership on the development of the Danish economy. All the estimates
available do show, however, that membership is of clear economic
benefit to Denmark. To put the blame on EEC membership for the current
economic diffisulties is to fail to appreciate the economic facts of
life and to underestimate both the influence of the international
economic situation on the situation in Denmark and Denmark's own

responsibility for the policy it has itself puréued.

However, developments in recent years have shown that while
governments have individually been able to exert some influence on
‘general economic developments, they have been'unabie, even through joint
action, to solve the problems confronting them. Developments have /
also shown that, if the Community is to perform better in the future,
.it must to a greater extent be able to act on the basis of a common

strategy and in cooperation with other regions in the world.

An -account of economic and monetary cooperation within the European
Community cannot provide any detailed conclusions as to the consequences
for Denmark. It can, on the other hand, show how, and to.what extent,
this cooperation may - in the future to a rapidly incfeasing extent -
influence Danish economic and monetary policy and to what extent
Denmark itself can influence the way in which these opportunities are -

used.

1. The growth of cooperation

‘ The period from the establishment of the Community up to 1968 was
marked by a degree of stability on internaﬁional currency'markets;
However, the instability characterizing exchange rates since 1968
created serious difficulties for the Community: the common agricultural
policy was based on a system of fixed exchange rates, and other ‘

Aimportant Community policies were also jeopardized by monetary instability.
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A coordinated economic and monetary policy is a fundamental require-
ment if there is to be genuine integration of the economies of the
Member States and if the Member States are to regain jointly the
economie autonomy which all countries - whether or not members of the
- Community - are losing individually as a result of their steadily
‘increasing dependence on developments in other parts of the'worid
(reduced effectiveness of national policies). In the late 1960s a
more determined attempt was therefore made to put into practice the
EEC Treaty's objectives in this field and to establish an economic

and monetary union-during the 1970s.

The Community rapidly reached agreement on the contents of the
first stage lasting three years, but it transpired with equal rapidity
that a development of this nature could not be divided up intd
predetermined stages and that the process would take longer than‘
originally hoped. The objectives of the first stage;had been only'
partialiy realized by 1 January 1974, the date when, according to:
the original plans, the second stage was to have been enﬁered upon., -
Furthermore, three events altered the underlying economic and political
assumptions:; the existing international monetary system broke down
during the period 1968-1973; the transition to the second stage

¢oincided with the enlargeﬁent of the Community: the oil crisis.

Oon the whole, it has proved possible tb maintain the achievements
of the period up to 1972 and, since then, to make further progress in
a few sectors. In the period from 1973 to 1977, on the other hand,
little was done to promote the cause of economic and monetary union.
A Ccommission study group sees two reasons for this standstill; a lack
of political will and an inadequate understanding of the conditions

for, and implications of, economic and monetary union.

In 1978 the Governments of all Member States showed growing
understanding of the need for a common economic and monetary strategy
to solve the existing economic problems. Even though this consensus has
so far had only limited practical effect, 1978 was the year when the -
idéa of establishing an economic and monetary union was revived;:

no-one imagines, however, that this can be achieved within a few years.
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2. Ccurrent state of cooperation

Cooperation covers both economic and monetary policy. The
decisions taken over the years point to a growing awareness of the
need as far as possible to make progress in both areas, as the

problems are interrelated.

During the first stage of cooperation it was hoped that monetary
cooperation would lead more or less automatically to more uniform
economic development. Developments during the years 1970-73 showed
that this was not the case. Fixed exchange rates were impossible as
long as the economies of the Member States continued to diverge so

widely.

The machinery for coordinating economic policy in the Member
States was therefore strengthened at the beginning of 1974, though
without imposing any actual requirements on the Member States, and it
is in the agreements reached in 1978, including, for example, the
agreement on the néw monetary system (EMS), that the close relationship'
between economic and monetary developments is mbst emphatically

acknowledged.

(a) cooperation on economic policdy

Cooperation relates to both structural policy and short-term

economic policy.

’The Council has adopted guidelines for the medium-term economic
policy of the Member S#ates (structural policy), most recéntly for the
years 1976-80. The programme is, like its predecessors, indicative in
nature and its pradtical effects have théreforé remained;limited; A
policy of greater significance has been direct Community intervention
in the reorganization of industrial structures (e.g. the iron and
metal-processing industry, the textile and clothing indﬁstries,
shipbuilding). Cooperation on short-term economic policy means that
each year guidelines are laid down by the Council for the policy to
be pursued by the Member States and tla t the Member States must consult

each other on major changes.

The Community has, in this connection, laid sﬁeéial emphasis on
the introduction of control over the growth of money supply in the
individual Member States and their budgetary policies, with particular
reference to the rate 6f increase, budgetary balances and the method
of financing. ‘
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It can rightly be claimed that the guidelinés laid down by the
Community have mainly reflected the policies already planned by the
Member States and thatthe powers wielded in these areas by the

national authorities have, in actual fact, been retained by them.

Although the résults cannot be quantified and'tﬁe Member States
have often failed to fulfil the requirements which they themselves
voted for in the Council, the procedurés in queation have nevertheless
turned out to be of great value. Regular contacts and the resulting
appreciation of the situation in the other countries, together with
prior knowledge of their future plans, have made a major contribution
to the gradual process of steering the economic policies of the

Member States towards converging objectives.

The biggest advance so far was:.made in July 1978 whén the
Council reached agreement on a‘ concerted action aimed at increasing
the overall multiplie: effect of the measures taken by the individual
Member States. The Federal Republic of Germany and the Benelux
countries agreed to boast the level of economic activity, while
Ireland and Italy, of necessity, agreed to fairly restrictive
guidelines; Dénmark, France and the United Kingdom were allowed'
somewhat greatei freedom of action to étimulate demand through changes
in fiscal and financial policy;‘ The aim of this action was and
‘remains to bring about an aépfeciable increase in overall ecbnomic‘
growth in stable conditions, to restore gradually full‘employment,
to bring living standards into line and to reduce regional o

disparities Within‘the Common Market.

Da.-arf.jil/jw -9 - PE 48.168/rev.




(b) .cooperation on monetary policy

Monetary cooperation has concentrated on exchange rate cooperation and
the credit system, but has,at the same time, been accompanied by certain
guidelines for monetary policy (with particular reference to increases in

the money supply).

- cooperation on exchange rates

The 'old' international monetary system brokefdbwn during the period
1968-73, Several attempts were made at international level to restore
stability and, as part of this broader international monetary coopération,
the Community decided in the spring of 1972 to allow its currenciés to
"float jointly' (although not from the outset in relation to the us dollar)
in what became known as 'the snake'; the Member States fixed dentral rates
with a permissible fluctuation either way of 24%. Larger fluctuations
were regarded as incompatible with European cooperation, In addition to the
then six EEC countries, Denmark, Norway, thé United Kingdom and Irelandv

joined the scheme.

Although it waé possible to revalue andvdevalue currencies within the
’snaké', some Member States soon opted to abandon it so as to let their
currencies float independently; Sweden, on the other hand, joined the scheme
for a whilel, The 'snake's' original role as an instrument of Community
policy was fherefore obscured, but the system did - despite internal
adjustments to exchange rates - create a degree df stability for'the

participating countries at a time of monetary instability.

Agsessments of the value of the 'snake' vary widely but, as expériehce
in Italy, the United Kingdom and France began to show that devaluation acted
as an independent source of inflation, the 'snake's‘v5£anding;has gfadually
been strengthened despite the limited number of participants, even outside

. the immediate circle of member countries.

The new European Monetéry System (EMS), which was agreed in December
1978 but which has not yet come into operation owing to disagreement over
thevmonetary compensatory amounts for agricultural products, marks a major
extension of the 'snake' system both in regard to the number of participating
countries and the machinery involved. All the Community Member States have
indicated that they wish to join , although the United Kingdom does.not at

present feel in a position to participate in the exchange rate mechanism.

1 . ;
Except for a period of four months in 1972, Denmark has the whole time
participated in the 'snake'.
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The nucleus of the new system is the same intervenfion mechanism: as is
used in the ‘snake': the Member States are required to keep exchange rates
within the agreed margins (Zk%veither side of the central :ate). A new
feature is an international,monefary unit, the ECU, which, in addition to
functioning as a unit of account, is to be used for payments between
central banks, to determine central fates}and as a divergence indicator
('alarm bell')l. Furthermore, the Mewber States-are to depbsit 20% of
their gold and dollar reserves and, over a period of two years, a European
monetary fund will replace the European Monetary Cooperation Fund, which ‘
was set up in 1973 but never acquired any real importance; Finally, the
existing credit facilities will be expanded considerably and there will be

coordination of exchange rate policy and economic policy in general.
- The unity's credit syste

In the early 1970s agreement was reached on the establishment of a
credit system to improve the facilities available to the Member States for
countering currency speculation and to facilitate financing of their

balance of payments deficits in the short and medium term.

The credit system has undergone continnal expansion during the 1970s.

It consists of:

- very short-term credit: This forms part of the ‘snake' and will be

increased under the EMS; the partlclpatlng central banks have undertaken
to grant one another unlimited credit for a brief perlod (current month
plus 30 days; this period will be extended by 15 days when the EMS enters
into‘operatien). On two occasions in partlcular. Denmark has benefitted
greatly from being able to draw on these automatic credit facilities in

. : 2
response to pressure on. the krone™;

- short-term credit: In addition to very short-term borrowings, credit is
available for three months with the possibility of extension for a further
three months. As a'member of the 'snake' Denmark has been able to draw
on a quota of 90 million UA but has not made use of this facility. Under
the proposed EMS such credit may be extended for a furfher fhree months
and the quotas will be increased. The total quota for this short-term
credit system at present amounts to just under 3, 000 mllllon UA and in
the EMS will be increased to 14,000 mllllon ECU2

It does not:therefore - as yet - constitute a new currency that can be
used" in ordinary international currency and loan transactions

Under the very short-term and short-term credit system, credit is normally
granted automatically on the basis of an agreement between the central
banks (although unanimity is required among the governors of the central
banks before use can be made of a portion of the short-term credit (the
‘rallonge’)). No conditions relative to economic policy attach to the
granting of such credit
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- medium-term éredif: In additigp,'credit is available for amounts of up to
5,500 million ECU (which-it-is’proposed to increase to 11,000 million ECU
under the EMS) repayable over a period of up to‘five years. No quotas
are prescribed for the various Membef-states but the maximum credit

normally available is half the total amount. Denmark has not made use of
. PR | ‘ .
this facility .

1 Medium-term credit is regulated by an agreement between the governments.

The decision whether to grant credit is taken by:the Council (acting on
a qualified majority) and conditions relative to economic policy do
attach to the granting of such credit
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(c) Transfer of resources

To supplement the existing aid and financiné-facilities (e.qg. the
Regional Fund, the Social Fund, thée ECSC and the EIB) the Community has in
recent years agreed on a number of new loan facilities: ' :

1974: to alleviate balance of payments'aifficulfiesl;

1977: to promote investment projects in the‘energy‘sectdr, the industrial

sector and in the field of infrastructureszi

19783 to strengthen economic growth potential in the less affluenty

member countries .

There has clearly been a gradual shift of emphasis with these special
loan facilities: first of all, urgent aid to Member States that felt in
special need of such aid after the sharp increases in oil prices; secondly,
loans aimed more directly at remedying structural problems in specific
industrial sectors or in specific geographical areas; and finally, special
loans to those member countries which otherwise felt they would be unable
to parficipate in the new European monetary system with its relatively

rigid exchange rates.

Developments in this area are hardly likely to stop here. The loan
facilities and various aid schemes should be seen as an expressioh of'growing
solidarity between the Member States aimed at alleviating current economic
difficulties and, in time, creating better conditions for economic and

monetary union.

3. The importance of such cooperation to. Denmark

Even large countries with strong economies are influenced by external
factors. A small country with a weaker economy and heavily dependent on
foreign trade is all the more susceptible to such influences. It is not
poagible, however, té igolate the effects of the variois factérs,k For
example, the oil crisis and the drastic changes that it broﬁght about in
underlyihg economic assumptions together with the absence of any knowledge
as to how the Danish economy would have developed outside the EEC make it
impossgible to determine in concrete terms what effects EEC membership has

had on the general development of the Danish economy.

1 Used only by Italy and Ireland
Has not yet been used/not yet formally established
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There follow two examples of how and to what extent the Danish economy

is subject to external influences:

- the sharp rise in oil prices that began in late 1973 led as early as
1974 to a rise in expenditure approaching Dkr 7,000 million; even though
the volume of imports subsequently dropped somewhat, the extra cost rose
steadily in the ensuing years. For the périod 1973=78 the extra expendi-
ture resulting from higher oil prices amounted tc approx. Dkr 38,000

million.

This amount corresponds roughly to the deficit on the current account

of Denmark®s balance of payments over the same period. This (simplified)
comparison suggests that BEEC membership seems tc have created the ekport
potential to enable Denmark, traditionally a deficit couﬁtry; to eliminate

ite balance of payments deficit: however, the oil crisis intervened.

~ A second example of Denmark's dependence ig the development of world

trade as shown in the following table:

World tradel Danish export Danish
markets ~exports
fluctuation in %
1974 . 6 6 i 7
1975 - 3 : -2 - 3
1976 11 1/2 10 2
1977 4 1/2 2 1/2 2 1/2

L1978 - 4 1/2 2 1/2 2172

Ag ig also clear from the account below of the international mbnetary
situation's repercussions on Denmark, these examples show that conditions
in Denmark are to a great extent determined by international deVelppments
and that stable international conditions are therefore véry much in

Denmark's interest.

Hardly anyone will dispute the fact that the existence of the Community
has been a stabilizing element in the turbulent international economic
conditions of recent years. The Community has helped to ensure that the
world's industrialized countries have made only relatively limited use
of various protectionist measures, for example, trade restrictions. It
has helped +to ensure there was less concern about the balénce of‘payments
in the years immediately following the onset of the oll crisis, thereby
lessening the conseguences of the crisis for economic growth and the level
of employment in the Member States. It has contributed to the gradual
stabilization of employment in the Member States, albeit at a relatively
low level, and to the fact that the prospects for future economic growth

in stable conditions are now brighter.

1 At fixed prices
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Monetary cooperation

There is fairly broad agreement that, in the prevailing circumstances,
participation in the 'snake' has served Danish interests well. and has created
a necessary basic minimum of monetary stability. Stable exchange rates
make it eagier for industry to draw up long-term plans, thus influenciny
the business climate, readiness to invest and employment. The chief
importance of the ‘snake’' to Denmark has been that the unlimited inter~
vention credit and other Community borrowing arrangements have creatad
confidence in the monetary policy pursued by Denmark. The strength of
the Danish economy and Denmark®s currency reserves could not in themselves
have justified such confidence. Without the 'snake’ the:Danish krone
would probably have been devalued, with ensuing cost increases for the

domestic economy.

Denmark thus avoided the fate of countries like the United Kingdom,
Italy and France, where the devaluations resulting from rloatlng exchange
rates developed into an independent source of inflation. It is likely
that the consequences would have been particularly serious for Denmark,
 where the‘increaﬁed,coat of imports due to develuation has a rapid impact

on the level of costs and prices,

During the five~year perlod up to the end of 1976 the Danisgh krone
appreciated by approx. 17% . Although thig revaluation curbed price
increases of external origin, fairly steep rises occurred in the domesgtic
level of prices and costs; the overall result was a deterioration in’
Denmark®s international competitiveness of the order of 18% to 20%.  The
significance of the trend in domestic prices and costs emerges clearly
from the fact that, although the German mark appréciated by more than
twice as much as the Danish krone, the deterioration in Denmark's~inter—
national competitiveness was three times as great as the deterioration

in the competitiveness of the Federal Republic of Germanyz,

The 'snake’ is not in;itséif the cause of the appreciation of the
Danish krone. It is true that, by its very nature, such'cooperation
implies that the Member States will endeavour to maintain the value of
their currency, but the Member States may, if necessary, as evidenced
many examples, alter the central rate without being required to leave
the 'snake'3. If it had so wished, Denmark could therefore have avoided

revaluation of the Danish krone.

1 . . .
Calculated on the basig of a weighted average of the currencies of
Denmark's main trading partners by shares of trade

Commission Annual Economic Review 1978-1979

'Fixed yet adjustable exchange rates' and not °fixed exchange rates'
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Denmark in fact changed its strategy in 1977 and during 1977 and 1978
made several, albeit minor, adjustments to the declared central rate:
the result was that, from the beginning of 1977 up to the second gquarter
of 1978, only small changes occurred in the relative competitive position

of the countries participating in the ®snake® - in no case more than 2%.

Under the planned EMS it will still be possible to adjust the declared
central rates, but inherent in the structure of the system is the idea
that the Member States should feel themselves under a considerable
political obligation to seek to rectify their fundamental problems through
changes in economic and monetary policy rather than have recourse to
overfrequent changes in their exchange rates. There will therefore be
increased pressure on Denmark to pursue an economic and monetary policy
that will ensure that the value of the Danish krone by and large develops
in step with that of the other currencies participating in the system.

The actual obligations that will be imposed on Denmark are described

below.

An important factor in industry's assessment of the value of the
existing 'snake' and of the future EMS has without doubt been the absence
from these arrangements of the United Kingdom, Sweden and Norway and the
fact that the exchange rate for their currenéies may therefore change in
relation to the value of the Danish krone, thus reducing the international

competitiveness of Danish companies.

The EMS should, however, be seen as the basis for a more comprehensive
policy aimed at increasing economic growth and reducing inflation, which
‘will help to stabilize economic conditions in a broader inﬁernational
context. There is therefore a possibility that the disadvantage for
Danisgh manufacturers that derives from the absence of a fixed relationship
between the Danish, Norwegian andewedish kroner will be only a temporary
phenomenon. Any decision to allow the value of the latter two currencies
to fall in relation to, inter alia, the Danish krone would, on the other
hand, if the occasion should arise, reflect a conscious poliéy on the
part of the Norwegian and Swedish authorities. Only by pafticipating

in international cooperation can Denmark acquire influence on such events.

Denmark's obligations

Cooperation on economic and mohetary policy in the Community in
principle imposes a number of obligations on the Member States, these
being, however, more of a moral and political than of a legal nature.

Even in those cases where a legal obligation may be involved the Community"

has only very limited sanctions at its disposal.
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The Council lays down guidelines for the Member States on money supply,
the rate of increase in public spending, budgetary surpluses and deficits
and the method of financing: if the guidelines are not respected, the Commission
may make representations to the Member State in question. Experience has,
however, shown that the Member States do not in practice feel themselves
under an obligation to observe these guidelines and the Commission does not
avail itself of its right to protest. It is conceivable, however, that this
state of affairs may change in connection with Denmark’s parti@ipation im
the EMS in that the procedures are likely to be of a more binding nature than

in the past.

Furthermore, the Council lays down general guiﬁelines'for Denmark®s
economic policy and Denmark is obliged to consult itz partners on major
changes in-&cunomia policy. The Mesmber Stat@svdo not, however, in practice
feel themmelves under an obligation to follow the guidelines and the reqguire~

ment to congult one's partnere is only partially observed.

Greater importance wttaches to the obligations ariéimg from exchangé
rate cooperation. The Danish Central Bank is required to interveme on the
currency market if the Danish krone reaches the upper or lower limit of its

- fluctuation in relation to one of the cother participating c:‘uu:y:em::iL,efzz.y

and just as'the Danish Central Bank can automatically draw on the other central
banks for the purposes of currency intervention or short-term credit, it
must, if necessary, extend credit to the other central banks. The Community
rules also contain a provision specifying prior consultation on changes in
the krone rate; this requirement the Danish authorities have also failed to
observe: they have, in practice, confined themselves to digougsing the problem
with the other countries participating in exchange rate ccoperation.

The obligations under the planned EMS are somewhat more far-reaching.
Dermark will be required to make available its proportion of the increased
credit facilities (to this end it will eventually be required to deposit 20%
of its gold and dollar reserves) and to participate in the coordination of
exchange rate policy towards third countfies; in addition, changes in the

krone rate will have to be made 'by mutual agreement'.

Futhmrmore, it is 'presumed® that Demmark will take action if the
krone exceeds its ‘divergence threshold®’. The purpose of the divergence
indicator is to clarify which of the participating currencies is out of step
with the average of those currencieal, Action can take the form of intervention

L L N e R

1 Whether a currency fitet reaches the divergence threshold or the bilateral
intervention limit, where intervention is obligatory, will depend on how
the other currencies are placed in relation to that particular currency.

A currency will be particularly likely to reach the divergence threshsold

when it finds itself in an isolated position in relation to the other currencies.
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on the currency market, measures in the field of monetary policy, changes

in the exchange rate or other economic policy measures. The latter cannot,
of course, be taken by the Danish Central Bank alone. If Denmark chooses

not to introduce corrective measures, the reason for this must be explained
to the other countries participating in the scheme and, where necessary,
consultations will be held in the appropriate Community institution including

the Council of Ministers.

Finally, it should be mentioned that, through the Community budget,
Denmark helps finance interest subsidy schemes that, in certain cases, are
connected with the new loan facilities (see above under section 2(c)) and

is a joint guarantor for any emergency loans raised by the Community.

Denmark's obligations arising from economic and monetary cooperation
are therefore of a completely different nature to those in other fields.
1f, for instance, the Commission considers that a member country is not
observing the rules on state aid, trade restrictions or suchlike, the matter
may be raised with the European Court of Justice; if, on the other hand,
Denmark fails to meet its obligations in regard to econdmic and monetary

cooperation, the result is a political conflict.
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CHAPTER VI

THE LABOUR MARKET

INTRODUCTION

The Danish labour market displays a high degree of organization of both
workers {approx. 70%) and employers. The federation of trade qnions wag set
up in 189 under the name 'Landsorganizationen 1 Danmark®' (LC). Inm the same
vear, a national employer's fedaxati0n was fougded; two years later it Wa$
recgast into the present ofganization, Dansk Arbeijdsgiverforening (DA).

The first trial of strength between these twd crganizations took place
cnly a few months after their formation and resulted in the 'September
Agreement' of 5 September 1899. _This<agre@mentk§rovidedfa framework for
'Nihdﬁgtxial'réléﬁioms right up £0'1960 when it wasg xeplacé& by new diresctives

‘which still preserve the spirit of the September Agreement.

Since the founding of these two umbrella organizations on the labour
market, industrial relations have, by and large, been conducted by them

alone and without interference by the legislature.

Bven where matters of importance to the 1ab6ur market (e.g. accident
pravention)~are'the subject of legislation, the two sides of industry often
have considerably influence on this legislation in its formative. stages -
particularly, of course, when they are agreed among themselves on the need

for it.

The reason for mentioning this state of affairs by way of an introduction
to the effecté of EEC membership on the Danisgh labour market is that proposals
submitted by the Commission for legislation which interferes in affairs
traditionally considered by the Danes to be the sole prerogative of the labour
market frequently arouse the opposition of the two sides of industtylu DA is
thus generally opposed to EEC regulations in areas which have been traditionally
covered by collective bargaining agteemeﬂts. Thege areas are principally
wages, holidays and working hours. In principle, the employers can only
come to terms with EEC legislation in areas which are normally regulated by
the law in Denmark. However, when the aim of regulations is to bring conditions
for workers in other European countries up to the level prevailing in Denmark
g0 that they have practically no effect on conditions in the Danish labour

market, the employers are not generally inclined to raise objections.

One example of this tendency is the Council directive on the approximation
of the laws of Member States relating to collective redundancies
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similarly, the trade union movement also rejects - although not gquite so
strongly - interference in matters which have traditionally been settled by
agreements. They also react against EEC legislation affecting the areas
traditionally covered by agreements, even in cases where such legislation
might establish more favourable conditions than those which could have been

achieved by means of agreements.

In the latter situation, however, it has become evident that the trade
union movement chooses in practice to adopt a passive attitude. = See in this

connection the section on the social action programme.

On the other hand, both the Danish trade union movement and the employers
greatly welcome EEC initiatives in other areas, e.g. working conditions and

safety provisions.

A, COMMUNITY EMPLOYMENT AND SOCIAL POLICY AND ITS IMPORTANCE TO DENMARK

> s e e o s 4t 1 S e e e S e e Tt e it i Sk o o e S e M W A i A St S S

Articles 48-51 of the EEC Treaty and the associated secondary legislation
concerning freedom of movement for workers were among the'qﬁestions heatedly
debated during the 1972 referendum campaign on Denmark's accession to the
Buropean Communities. Some people claimed that Denmark would be swamped
by foreign workers and even the fairly remote hazard presented by the arrange-
ments for the free movement of Turkish workers contained in the EEC=Turkey
association agreement was drawn into the debate.

in spite of these prophecies, Denmark, unlike for éxample Ireland, did
not require any transitional period for the application of the principle of
the free movement of workers. Table 1 below shows that the effects of the

free movement of labour have been much less than most people had expeéted.
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Between 1972 and 1978 the number of persons from other Member States
holding banish work permits rose from 10,398 in 1972 to 14;001 in 1978, an
increase of 3,603. On the other hand this was accompanied by a fall in the
total number of citizens of other Member States living in Denmark, from
17,932 in 1972 to 15,369 in 1978, a decreasé of 2,563. This is due to a fall
in the number of EEC citizens holding residence permits alone, from 7,534 in
1972 to 1,368 in 1978,

The United Kingdom accounts for most of the net increase in the number
of EEC citizens holding work permits, its figure rising from 2,915 in 1972
to 5,119 in 1978, an increase of 2,204. The lowest increase was recorded for
citizens for the Federal Republic of Germany. Although the 5,320 German
citizens holding work permits in 1978 still constituted the largest contingent
from another Member State, their numbers were only 145 up on the 1972 figure.
Apart from a relatively steep increase in the number of Irish (from 99 to 408),
the increase in the number of pérsons holdiﬁg work permits'has been evenly
distributed over the other Member States. |

The number of workers from third éountries (other than Nordic
countries)l, holding work permits rose by 2,717 between 1972 and 1978 to a
total of 28,866 on 1 January 1978. ‘

There are no statistics to show the number of Danish workers in the other
Member States during the period following Denmark's entry into the/Community,
but there is nothing to suggest that Danish workers have been going to other
EEC countries in large numbers. On the other hand, at times there has been

some migration of Danish workers to Sweden.

One may therefore conclude that the regulations on' the free movement of
labour have had relatively little effect during the first years of Danish
menbership of the Community.

One can; however, imagine that the exchangé of ‘highly specialized labour
has been made considerably easier by the provisions on the free movement of
labour and that this may have been of very great significance to some
businesses which have had to obtain this type of labour from abroad. The
numbers involved are so small, however, as to hardly affect the statistics.

It follows from this that EEC regulations on social security for migrant
workers have not been of any great significance either, since only approx.
14,000 foreign workers have been directly affected by them., In a way, however,

the regulations on social security have been more important than the original

1 ..
Since 1954, Denmark has been a member of the Nordic labour market which
means that citizens of Denmark, Norway, Sweden, Finland-and Iceland are

allowed to take up employment in one of the other countries without re51dence
or work permits
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regulations on the free movement of labour since it is absclutely certain
that these 14,000 workers would have had a considerably lower standard of
social security if Denmark had stayed putside theé EEC and had not therefore

been obliged to apply the regulations on social secﬁrity for migrant workers.
2. The European Social Fund

Acgording to Article 123 of the EEC Treaty, the task of the European
Sozial Fund is to render the empl@yment of workers easier and to lnurease
their geographical and occupational moebility within the Community.

Faliowing the Council's decision in 1971 to reform the fund, it is now
able to take action in two situations:

The first, described in Article 4 of the said Council Decision, covers
those casges where the employment situation in the Community is dff%ﬂt&d by
me sures adonted in the framework of communlty policied or when the employ-
ment situation call% for specific jOlnt action to improve the balance between

the su§ply of and d@mamd for manpower.

The second situation, described in Article 5 of the Council decision,
concerns the granting of assistance to Structural measures designed to
promote the rational use of labour as part of the working of thé © omnon
market, even if these problems are not a direct consequence of new Comimunity
measures.,

The Council decisions of 22 July 1975 and 20 December 1977 laid down
>further guidelines for the operation of the Fund. The decision of 20 December
1977 was especially interesting for Denmark, as it allowed the Fund to provide
up to 55% of the total amounts involved for pimjects in Greenland, the

Mezzogiorno, Ireland, Northern Ireland and the French overseas departments.

Table 2 shows the distribution of Fund aid in the Mewber States between
1972 and 1976, while Table 3 shows the distribution of approved Danish applica-
tions to the Fund in 1977.
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The visit of Commissioner Gundelach to Greenland in 1975 gave rise to
a debate on the extent to which the Danish gowermment had increased
appropriations in the areas where the Community gave aid to Greenland
through either the Regional Fund or the Social Fund. According to
Commissioner Gundelach, there were indications that national appropriations
had been reduced by an amount equal to the value of the aid which had
become available from the Community. Once the matter had been raised, the
Danish Government issued a statement to the effect that in futuré its
policy would be to have the Regional Fund supplement its own expenditure
and that payments from the Social Fund would in future stimulate increased

activity in those areas to which the aid is given.

Generally speaking it will, however, be difficult in practice to
determine whether the Danish Government really follows these principles,
partly because the Community aid composes a relatively small part of the
budget of the ministries concerned and also because in the long run it
will be impossible to prove how large the national appropriations would
have been in the absence of Community aid.

3. Social Action Programme

s e iy 420 €20 ) S . ey, S D e o oy e e e s ey ) W

On 21 January 1974, the Council adopted a Social Action Programme
which was later followed up by a succession of measures in the areas
concerned.

The following parts of the programme now in force have given rise to
particular discussion in Denmark.

(a) Council directive of 10 February 1975 on the approximation of the laws
of the Member States relating to the application of the principle of
egual pay for men and women o

Equal pay for organized labour was introduced in Denmark in 1973.
During the preliminary talks therefore, both the LO and DA took a very
negative view of the Commission's proposal in this area; according to
these organizations, equal pay had in fact been introduced by agreement
and a directive in this area would amount to interference with'agreements,
a state of affairs which, as stated above, they basically wished to avoid.
However, the Commission laid decisive importance on bringing the unorganized
part of the labour market under the regulations on equal pay, which could
only be achieved by passing legislation. At the same time, the Commission
was able to point to Art. 119 of the EEC Treaty which directed Member
States to introduce-wgual pay.

At first sight the Danish Equal Pay Act, which was adopted on 3 February
1976, seems to make the greatest possible allowance for the agreements.
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Article 1 of the Act stipulates that it shall only apply to emplqyers who
are not already mbiiqe& by collective agreements to give éegqual pay for
egual work. Similarly, it is evident from the notes,accompanYing the Act
that guestions concerning egual pay within the area of the agreements will

be dealt with through the usual channels.

In faot, the situation is that the Aot does apply within the area of
the agreements since any future agreements which might be contrary to the
principle of sgual pay cannot be applied by the employers. This will

herefors mean in practice that it will no longer be possible to enter

o
[

into collective agreements which violate the egual pay principle.

(L} Council directive of 17 FPebruary 1975 on the approximation cf the

laws of the Member States relating to collective redundancies.

The employers considered that this Directive also interfered in an
area traditionally governed by agreements andkthéy declared their
opposition to it from the wery beginning. Furthermcre,.th@ amp10yers felt
that this was misplaced intervention in the internal planning of companies
which under certain circumstances could reduce their ability to stave off
a crisis and therefore, in the long run, could produce an even larger ‘

number of redundancies than would otherwise have been the case.

On tha other hand, the LO warmly welcomed the Directive because,although
they admitted that an agreement had previously been reached with the
employers on this subject, it had not worked in practice and so they would

not oppese a directive which improved workers® rights in this area.

While the actuval effects of the Bqual Pay directive on the Danish
labour market are expected to be guite small, the directive on collective
redundancies will be able to improve considerably the job security of workers
with low geniority in larger companies. According to the collective
agreements, employers with a certain length of service have a right té an
extended term of notice and therefore the immediate situation of these

workers is scarcely affected by the periode laid down in the Directive.

It is not possible at the present time to judge the importance of
Article 4 of the Directive which creates the conditions for public
intervention in order to solve problems connected with collective redundancies.
It must, however, be presgmed that the application of this provision will be
dependent primarily on the opportunities for the workers concerned to find
other suitable employment.

The Danish Act implementing the Directive came into force on 1 April 1977.
On some pointa it goes further than the Dirsctive: for example, the public
sector is covered, which the Directive does not require. The smployer is
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also obliged, within ten days of notifying redundancies, to inform the
labour board (Arbejdsmarkedsnaevnet) of the names of those to be made
redundant, and to inform the workers affected within that time.

(c) Council recommendation of 22 July 1975 on the principle of the
forty~hour week and the principle of four weeks annual paid holiday

This recommendation had no effect in Denmark because, in line with
the collective agreements reached in the spring of 1973, the forty-hour
week had been introduced before 2 December 1974. Furthermore, under the
terms of the Holidays with Pay Act, ail Danish wage-earners are entitled

to four weeks annual paid holiday.

The recommendation must, however, in the opinion of LO and DA, be
regar&ed as "interference' in the traditional domain of the agreements.
If, in spite of this, it has not provoked proﬁests from the two sides of
industry, the reason for this is partly that it was framed in the form of
a non-binding recommendation and partly that observance of it did not cause
any actual changes within the sphere of the agreements. '

(a) Council directive of 9. February 1976 on the implementation of the

principle of equal treatment for men and women as regards access

to employment, vocational training and promotion, and working

conditions

This Directive was implemented in Denmark by an Act on equal treatment

for men and women in respect of employment, which came into force on 1 July

1978.

Like the equal pay Directive, the equal treatment Directive did not
bring about any substantial changes in the Danish labour market, as the
introduction of equal pay in the organized part of the labour market was
accompanied in 1973 by measures to abolish all sex discrimination in access

to employment of any nature.

The two sides of industry were favourably disposed towards the
Directive in principle, although the DA criticized t§g~Danish implementing

act for going further than the Directive required. In particular DA has
critisized the provision prohibiting dismissal on grounds of pregnancy.

At the moment it is difficult to say whether any substantial changes will
.result, apart from the provision in the Danish Act banning sex discrimination

in job advertisements, which has proved controversialiin practice.
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(e) Directive of 14 February 1977 on the safequardiﬁq of rights in the

.event of certain transfers

This Directive, which has to be implemented by the Mermber Stafes by
the ‘beginning of 1979, lays down rules for the automatlc transfer of employees
rights in the event of transfers of underfaklnqs, busanesses or parts of
businesses. it also provides for a special information and consultatlont

procedure involving the employees' representatives.

This will be the first attempt at regulation of this particular area,
which is not covered by agreement or legislation, although the Labour Court
by various decisions has set some guidelines. As it entails an improvement
of workers' rights, the LO takes a favourable view of the Directive, although

it is difficult to predict its practical effects.

The DA, on the other hand, feels that if any requlation of this area is
required at all, it should be done by agreement between the two sides of
industry. As far as the contents of the Directive are concerned the employers
find that the practice already established by the Labaur Court should be changed

as 11ttle as p0351blem

4. Action Qrogramme on safety and health at work

On 29 June 1978 the Council adopted a joint action programme on safety
and health at work entailing the execution by the end of 1982 of a number
of measures to increase the protection of the workforce against all oceupatlonal

risks arising from the use of dangerous substances and machlnery.

As this is an outline programme to be supplemented by legislation in
individual areas, it is at present impossible to say how. far national
regulations in Denmark will be affected. But both the unions and the
employers agree that such rules are better determined at Community rather than

natiocnal level.

The unions consider that there would be moré chance of introducing saféty-
measures involving undertakings in‘extra expenditure at Ccmmuniﬁy level than
there would be at national level. Unilateral national measures would reduce
undertakings' ability to compete and thus damage. employment prospects far
more than if the country's main trading partners had to do the same.  The
employérs took the same view, feeling that, regardless of the merits of the
individual measures proposed, the important thing was that the same burden

should be imposed on foreigh competitors.

5. The Tripartite Conferences

These conferences, in which the Commission, the Member States' Ministers
of Economic Affairs, Financial Affairs and Labour, and the two sides of

1ndustry take part are a relatively new component in the Communlty s labour

policy.
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They are viewed favourably by the Danish employers and unions. They
are regarded as an excellent means of defining general objectives for the
Community‘s labour policy, although the trade union movement would like to

‘see the EFTA countriés involved as well.

Although both employeré and unions are opposed to any tendency fbr these
Tripartite Conferences to develop into actuél negotiations for agreements at
European level, the LO would regard them as a suitéble occasion for adopting
outline resolutions on, for example, the spreading of work available by
reducing working hours and/or retirement age. It is felt that action of this
kind would be difficult to carry out in isolation at national level because
of the adverse effécts on competitiveness, which would be avoided if all thé
major trading partners took similar action at the same time. The DA does not
share the view that the Tripartite Conferences should be the occasion for ‘
determining general guidelines of this nature, even if the EFTA countries
also took part. They regard this as unrealistic for several reasons, including
the fact that there are trading partners outside Europe who would remain
unaffected by such guidelines. ’

B. THE EFFECTS OF EEC MEMBERSHIP ON EMPLOYMENT

The only direct influence EEC membership can have on levies of employment
in the Member States is exercised by the rules mentioned on pages on the
free movement of labour. The extent to which the size of the workforce is
affected by the migration of workers to and from the other Membér States v [
will, all other things being equal, have anAinfldence on the percentage of
unemployment. As we have shown, between 1973 and 1978 the Danish working
population increased by a net figure of 3,603 workers from other Community
countries. Even before allowing for any migration of Danish workers to other
Community countries, this figure is so minute as to have no perceptible effect

on the percentage of unemployment.

— - — B —

All the other €ommunity machinery hag ohly indirect effect on levels of employ-
ment th¥gugh its influence on the general level of ecomonic acticity. Industrialists
and leading economists agree that membership of the Commnity has had a predominantly
positive effect on economic activity in Denmarkl, although this ‘has toalwnge-extent
been camouflaged by opposite trends caused by the world fecession which setv in
shortly after Danish acceusiunz. Unions and employers both take this view,
See further details in the sections on individual industries

It is true that the opinion has been expressed in some quarters that if
Denmark had stayed out of the Community it could have been forced to conduct
a more 'sensible' economic policy than its membership has allowed, and that
the country would thus have been in a better position today. However, rather
than an expert economic assessment, this is a subjective conjecture which, in
the nature of things, cannot be verified ,
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and consequently are not tempted by proposals for Denmark to introduce
unilateral 1mport restrlctlons, in breach of all international agreements,

and thereby embark on a destructive trade war.

Tmblé 4 shows the development of unemployment as a percentage of the
working population for Denmark and the Community between 1973 and 1978.
If we compare this graph with economic activity in general we see the clear
connection between'the two. It is also noticeable that Danish unemployment,
which in 1973 and 1974 was well below the Community average, from 1976 onwards
catches up and rises even higher. One of the main reasons may well be Danlsh
efforts to improve the balance of payments by tighter financialypolicy.
Although similar action was taken in several other Member States over the

same period, it was not so comprehensive.
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Chapter VII
CONCLUS ION

The preceding chapters have given an account of and tried to explain
developments in various sectors of Danish industry during the initial years
of Danish membership of the EEC.

Even though a period of six years is inevitably too short to permit i
any final conclusions to be drawn, particularly as this péridd( has been '
characterized by transitional arrangements and has witnessed the world
recession that started in 1974, it has nevertheless been possible to indicate

in broad outline how membership of the EEC has affected conditions in individual .
industries. '

The following is an account of some of the development factors, both
in individual industries and in industry as a whole, which are particularly

important in the broader long-term economic context.

1. Developments in individual industries

(a) Agriculture

It is general knowledge that it was not until 1977 and 1978 that Danish.
agriculture began to experience the upturh in production in the animal sector
that had been expected during the first years of EEC membership, -while, at -
the same time, it is generally accepted'that this was primarily due to
domestic factors. It would, however, be wrong to conclude that menbership
had not already from the outset proved to be of Very considerable advantage
to Danish agriculture and,hence, to Danish society. Some of the advantages
can be quantified on the basis of payments from the Community's Agricultural
Fund which amounted to Dkr 23,0001'mi11ion between 1973 and 1978. In the
same period, Denmark's total contribution to the Communipy budget was only
Dkr 6,700 million. At the same time, the value of agricultural exports
rose by nearly Dkr 9,000 million from Dkr 8,200 million in 1972 to
Dkr 17,000 million in 19?82, Even taking into account the relatively high
rate of inflation during parts of this period, this represents a substantial
increase in real terms, ’ ‘ .

Another advantage which is - mpre'important.in'the long term,'is
the swing in Danish agricultural exports to the stable Community markets’
which today import more than two thirds of them. In 1972, however, only
59.2% of Danish agricultural exports went to the present Member States. A
glance at exports to the original six Member States will show that the trend
is even more pronounced with their share of total agricultural exports rising
from 20.8% in 1972 to 37.4% in 1977. With the EEC ‘'domestic market' as its

1 Including a total of Dkr 4,000 million in monetary compensatory amounts.

2 Excluding EEC export aid.
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main customer, Danish agriculture is protected against the wide and often
unforeseeable fluctuations on world markets that would make long-term

production planning almost impossible.

Lastly, it must be clearly understood that if Denmark had opted for
a free trade agreemeht with the Community, Danish agriculture would not
have been able to count on maintenance of the status quo. The still very
important export trade to the United Kingdom would gradually have been
reduced and Denmark would more or less have been reduced to exporting at
a loss to a world market which is increasingly dominated by state-subsidized
products. The most likely result would have been a sharp drop in agricultural
production and exports, and a consequent fall in employment in agriculture and
in a‘variety of processing industries directly dependent on agriculture.
This would have had particularly serious economic consequences for Denmark,

which already has major economic problems.

Last but not least there now seems to be ﬁhe prospect that, in addition
to the benefits already obtained, Danish agriculture will, after a delay of
almost six years, experience the expansion in production and markets that
had been expeéted, perhaps a little too optimistically, immediately after
Denmark's entry into the Community. Slight indications of such a trend
were noticeable in 1977 and 1978. A change in national policy seéms to
have prompted this development, although the underlying preconditions, which
are inseparably linked with Danish membership of the EEC, have existed

since 1973.

It canvalso be assumed, therefore, that over the coming years the
degree of attention given to the agricultural sector at national level will
to a large extent determine whether the years 1977-1978 are to be the prelude
to a marked and lasting improvement in Danish agriculture's exploitation of
the common market's potential or merely an isolated upturn followed by

continuing stagnation.

(b) The fishing industry

Few people anticipated in 1972 the developments that have taken place
in the fishing limits dispute since Denmark joined the Community. = Even
then, however, many fishermen féltkthat the advantages of membership of.the
Community were so great, especially from a sales point of view, that Denmark
ought to join. As things have turned out, membership is no longer merely
a question of greater or lesser advantage for Danish fishery. In its
present form, the Danish fishing industry could not have survived if a
200-mile limit had been introduced on a national basis and the possibility

of good catches drastically reduced as a result.
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In the fishing industry as in agriculture, the adverse consequences of
non-membership of the Community and reduced chances of good catches would
have taken the form of a drop in production and employment in the processing
industry on a far larger scale than has beeh witnessed so far, and of a
further deterioration in the balance of payments as a result of a fall in
exports. Whether or not it is a member of the Community Denmarlk, because
of its geographical situation certainly has a preferential position as a
supplier of fresh fish to the European continent, but it will»need better
fishing prospects than a national 200-mile limit could have given if it is

to make the most of this preferential position.

The main problem facing the Danlsh fishing industry today is that,
although a common 200-mile fishing 1lm1t has been established, a common EEC
fisheries policy has not yet been framed for the area bounded by this 11m1t{
This gives rise to uncertainty about future catch prospécts and raises
problems connected with other Member States' national measures to maintain
fish stocks and protect their own fishing industries. Thé result of this
state of affairs is that no-one in the Danish fishing industry is today
prepared to risk any major new investment, which in turn means prqgressive
deterioration of the fishing fleet. If this situation continues for too
long it may entail cutbacks in the Danish fishing industry on a scale
approaching the consequences of a purely national solution. This is the
background for the Danish fishing indﬁstry'a growing diésatisfactiqn with the
Community's failure to obﬁain'reaults on fisheries policy, irrespective of

which Member State is responsible for this situation.

(¢} Industry

It is sometimes claimed that Danish induétry would have been in just as
good a position with a free trade agreement with the Community similar to
that concluded by the individual EFTA countries. = If we consider industry
in isolation from the rest of society, on a 'ceteris paribus' basis, with
reference only to the years of Danish membership of the Community that have
already elapsed, and disregarding furthermore Denmark's sizeable foodstuffs,
beverages and tobacco industryl, this claim would be true to some extent.

It is merely unrealistic.

Industry is so dependent on the general economic situation that it
cannot be judged in isolation from other sectors of the economy; it is
also unrealistic to ignore major sectors of the same industry. An

agricultural recession would for example affect a number of processing

1 A free trade agreement would in the great majority of cases, impose
variable charges on products of the foodstuffs, beverages and tobacco
industry exported to the EEC, with certain products in addition being
liable to customs duties.
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industries and eventually Denmark's important production of agricultural
machinery. A recession in the foodstuffs, beverages and tobacco industry
would likewise have an adverse effect upon other branches of industry,

e.g. the packaging industry.

In addition, manyv of the differences between a free trade agreement
and participation in the EEC customs union will not be felt until the
longer term as customs union is far from complete. The initial years

of Danish membership are therefore far too short a time on which to form

a judgement.

In the shorter term, however, it is a considerable advantage for Danish
industry not to have to take the impracticable Community/EFTA rules of origin
into consideration in trade with the large Community market. This gives
Danish industry a competitive advantage over the industries of the EFTA

countries.

One of the longer-term advantages of customs union is the gradual
simplification of paperwork in connection with transfrontier traffic, which
should eventually lead tc abolition of border checks on goods transported
within the Community. In a broader economic context, improvements in this
area are probably more important than the abolition cf customs dutiés, since
the present frontier formalities constitute a real waste éf human and material

resources.,

Another impbrtant area where the effects will also not be felt properly
until the longer term, is the adoption of common techhical standards for a
number of manufacturing areas. The advantage of this to Community industries
would be that they would not have to comply with one set of standards forx
domestic sales and another for exports to other Member States. Third country
industries will often have to use different technical standards depending on
whether a product is intended for the domestic market or for export, and this

will increase production costs and make the pfoducts less competitive.

The most important difference, however, between a free-trade agreement
and membership is the opportunity, through participation in the Community's
decision-making process (see also below), to look after the interests of
Danish industry on a day-to-day basis at Community level, industrial policy
being in a constant process of evolution. This possibility has, in recent
years, shown itself to be of inestimable value in Denmark's campaign
against the growing trend towards state subsidies for industry inside and
outside the Community. Equally, Denmark benefits greatly from being able
to watch over industry's interests in the Community industrial policy that

is gradually being formulated in several areas.
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(d) Foreign trade - trade policy

The economic stagnation which aescended_on‘véribﬁé industrialized. .
western countries in 1974 and which,hasAhof'Yet been‘éompletely_QVercome,
is often compared to the crisis years of the thirties. There is however
one crucial difference between the crisis of the seventies and that of the
thirties: a trade war has more or less been avoided together with a e
subsequent ‘export of unemployment' that could have led to a crisis of
gquite different proportions from the present one, with a really serious

economic recession and a marked fall in the individual citizen's standard

of liwving.

As the world's largest trading power, the Community must take much of
the credit for preventing such a trade war between Menber States and

between the Community and third countries.

Internally, the introduction of further restrictions has been largely
avoided apart from the fact that Italy&somé<years.aqo has occasionally been
permitted to introduce import restrictions as part of its efforts to

stabilize its economy.

Moves towards actual protectionism in third countries {such as the
Swedish shoe restrictions) met with such violent reactions from the Community
that the third countries involved generally refrained from carrying them
out. This is also the case with the USA, where thé danger of a protectionist
policy was very imminent. The same is to a large extent true of protection-
ism in the form of state subsidies, although here the COmmunity's'efforts
externally have been undermined by a growing tendency towards the use of

subsidies among its own Member States.

In. the recurrent EEC debate the fact is often overlooked that:trade
policy discipline is perhaps one of the most ocutstanding results of Commﬁnity
cooperation in the seventies. Perhaps this is because, thanks to such
cooperation, Wevconsider such discipline to be a matter of course, although

this is by no means the case.

Without any doubt, Community cooperation in this area has been
particularly advantageous to Denmark, whose prosperity depends tO’a‘large

extent on restriction-free foreign trade.
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2.

The possibility of influencing policy

As already indicated with reference to the conditions for industry, the

principal difference between EEC membership and a free-trade agreement

{disregarding the direct economic implications for agriculture, fisheries

and their dependent industries) can be said to lie in the possibility of

influencing Community decisions that membership confers. When this aspect

of the matter is discussed, Denmark is often imagined to be in opposition

to its eight Community partners despite the fact that this situation very

seldom occurs in practice. Normally, Denmark will take up a commor

position with one group of MemberVStates in mgricultural matters and with
another on industrial and trade policy; at the present time, Denmark's
views on such a vital topic as fisheries policy are supported by seven other

Member States. Even though the EEC Treaty gives Denmark greater influence

. . 1 A
than that justified by the size of its population™, the influence that can
be gained through a policy of this nature based on varying alliances from

issue to issue is much greater than ig immediately apparent from the

provigions of the ‘I'reaty.2

A few figures can perhaps help to illustrate why the importance of

exerting_influehce on Community decisions is already so great today and is

likely in the future to become even greater: at present, the Western

EuropeanbEEC/EFTA free-trade area consists of nine EEC countries with a

total population of approx. 260 million and seven EFTA countries with a

total population of approx. 39 million. The nine EEC countries jointly

take a large number of decisions that are of vital importance for their

own economic situation and that of their trading partners. The only

point of contact shared by the seven EFTA countries is their free-trade

agreements, both among themselves and with the EEC, and the operation of

these agreements. Beyond this, there is no real attempt at a common

"policy either towards the EEC or towards other countries. = The result is

that the economies of the seven EFTA countries and the conditions for their

industry are depeﬁdent on Community policy to almost the same extent as if

they had been members and, furthermore, four of. these countries have

voluntari1y3 given up the possibility of influencing this policy through

1

Where the Council acts by a simple majority, Denmark, representing only
2% of the Community's population, has one vote out of nine (Article 148(1)
of the EEC Treaty). Where a qualified majority is required, Denmark

has 3 votes out of 58 (Article 148 (2) of the EEC Treaty).

The practice established by the so-called 'Luxembourg-compromise’ according

to which everything should be done to reach unanimous decisféns, whenever a

vital interest of a Member State is affected, does not fundamentally change

this state of affairs. Also decisions made unanimously will typically have

been preceded by a succession of different constellations of opinions, whose
composition may be of decisive importance for the contents of the unanimous

decision which has been made. '

For Finland and Austria the question of EEC membership is hardly likely to
arise in the immediate future, whereas Portugal has already applied for
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membership. By the mid-1980s at the latest the Community is expected to
consist of 12 countries with a total population of approx. 311 millionl and
EFTA will be reduced to six countries with a total population,of approx.

31 million, which will further increase the dependence of those remaining

cutside the Communitys.

In a country like Sweden it is gradually being realised.that the
difference between membership and a free-trade agreement cannot be reduced
te a purely ‘political’ question, but that the voluntary renunciation of
influence in many cases has a not inconsiderable price which, in the first
instance, mﬁst'be paid by those sectors of industry whose interests SWeden
is precluded from safeguarding at Community level and, ih the longer term,

by society as a whola.z

In the light of the above it is understandable that advocates of this
expensive option of a voluntary surrender of influencé cver onets own'
affairs are very seldom to be found in Danish bﬁsiness éirales. ‘The fact
is that Danish shipbuilders, the electronics and textile industry, the food
industry and the iron and metal industry would, like all the rest of the
business community, feel very much at a disadvantage if the Danish Government's
representatives were precluded from looking after their interests in the
Community's dec1s1on«mak ing process and were reduced.to acting simply as

messengers bringing news of the decisions reached by others.

3. Overall assessment

in general it may be said that membership;of the Eufopean Community
has given Danish trade and industry, and with it Danish society, consider-
able advantages which it would not have enYoyed had Denmark chosen to stay

out81de.

. Agriculture has obtained a more secure and more remuneérative market.
For the fishing industry, Community membership is the only way it can avoid
being excluded from its traditional fishing grounds. iﬁduétry has had the
security of free access to a large common market without trade restrictions,
even under the very unfavourable economic conditions which have been obtaining.
The Community has also been a decisive factor in the maintenance of free world

trade upon which Danish economic life is dependent. Moreover, membership gives

1 This estimate is based on 1975 figures and takes no account of populatlon

growth.

Intensified contacts between Sweden and the FEuropean Commission seem to
‘reflect an increased Swedish appreciation of this problem: By the end of
January 1979 the Swedish Minister for Commerce during a visit to the Com-
mission in Brussels discussed the situation in the aeronautical industry,
and only two weeks later Commissioner Davignon, responsible for industrial
policy, the internal market and the customs union, made a visit to Sweden
during which he saw the Ministers for Commerce, Foreign Affairg and Industry
as well as representatives of Swedish industry.
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Denmark influence and the right to have its say on a wide range of decisions
which would anyway have affected the Danish economy even if Denmark had

chosen not to join the Community.

Naturally, the Danish business sector also comes up against various
difficulties as a result of its membership of the Community - that, too, is
clear from this study. But, as has been pointed out, these difficulties
are frequently due to the fact that Community cooperations has not gone far
enough as regards the adoption of common rules (e.g. on the elimination of
administrative and technical barriers to trade) and, in other cases, that
domestic policy is not or has not been geared to seeking to derive. the
greatest possible benefit from common European legislation (the delayed

growth of agricultural production).

1f the advantages of membership are not always immediately apparent,
this is because, despite the economic adVantages whichlgommunity membership
has brought, there has been a considerable deterioration in the Danish
economy in recent vears. The Danish economy has been crucially affected
by the complete change in the development of the international economy which
we have witnessed since the oil crisis of 1973-74. For an objective assess-
ment, it is therefore necessary to distinguish between the effects of the
international economic recession and the éffec£s of Danish membefship of the

European Community.

- Some figures may illustrate the differing effects on the Danish economy

which these two factors have had.

Denmark's total deficit on balance of payments for 1973-78 was 40,500
million kroner. The larger oil bill that has had to be paid since the
trebling of oil prices in October 1973 was alone responsible for Denmark's
having to lay out an extra 38,000 million kroner over these six years. The
increased expendituré on o0il is therefore of the same order of magnitude as
the total trade deficit. 1In the same period, agriculture's increased revenue
(including agricultural subsidies but,ekcluding expenditurelon'raw materials)
arising out of Community membership gave Denmark an extra income of approx.

35,000 million kroner.

These figures do not by any means give a full pictﬁre either of the
effects which the oil crisis has had on the Danish economy or‘of the
advantages which Community membership has brought. = The effects of the oil
crisis go fat'beyond the increased oil bill, and the advantages of Community
membership, as pointed out in this study, are not limited to the agricultural
field, ' ‘
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But these figures do illustrate the order of magnitude of the two
principal influénces, both negative and positive, acting upon the’Danish
. economy in recent years. The Community Seemed to have created the conditions
in the export field that would allow Denmark, a country traditionally in
deficit, to get rid of its balance of payments problem;,but the oil crisis
has prevented this. The figures do, however, reveal the fact that Denmark's
balance-of-payment difficulties would have been much greater had Denmark chbsen
to stay outside. The measures needed to reduce a balénce~of—payments deficit
considerably,greater than the existing one would almost certainly have had
serious reperchSions both on the conditions faced by the business world and

on the prosperity of the Danish people in general.
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