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THE EUROPEAN COMMUNITY AND THE UNITED STATES

The Eurcopean Community and the United States of America are today
the two principal pillars of the western political and economic
systems. . Their relations at all Llevels are particularly intense,
and their world ro(es Largely complementary. Both constitute great
experiments in the democratic organization of society, the American
idea having been inspired by the Revolution of 1776 and enshrined
in the American Constitution, while the European idea, born out of
the political vacuum, economic devastation and social upheavals of
the years following the Second World War, is expressed in the

bastic Treaties of the Communities and promoted by the Community's
institutions. Whereas the American nation is a union of fifty
States within a federation, the European Community forms the founda-
tion of an ultimate union between diverse historic nation States,

a union whose final shape - whether federal, confederal or 6ther-

wise = has yet to be determined.

The European Community and the United States share many interests

and ideals based on common or comparable political and cultural
experience. The Community as a whole is the foremost economic partner
and political ally of the United States. After the United States,

the Community is the second industrial power in the world, but the com-
bined gross national product of the Community is now somewhat higher than
that of the United States. In many regions of the Community Lliving

standards are now comparable to American ones.

For more than thirty years the United States has provided considerable
support for European unification, first through the Marshall Plan,
which was a key to Europe's post~war economic recovery, then through
active partnership with West European countries in the OECD (formerly
the OEEC) and finally through active backing for the European Community

and its subsequent enlargements.



COMPARATIVE TABLE OF SOCIOECONOMIC AND GEOGRAPHIC INDICATORS

Area - Population Population Den=- Population Civilian | Unemployment
Country 2 1y s sity per km¢ forecast Work-force 1981
'000 km (m1ll1gns) in 1979 (milljons) (millions) | % active po=
197 pulation
EC 1985 1990 1980
Belgium 30.5 9.85 323 9.84 9.89 4.0 11.5
Denmark 43,1 5.12 119 5.17 5.21 2.6 8.2
France 544.0 53.48 98 54.83 | 56.08 22.6 7.8
F. R. Germany 248.6 61.36 247 59,61 | 58.59 26.1 4.9
Ireland 70.3 3.37 48 3.54 3.72 1.2 10.3
Italy 301.3 56.91 189 57.26 | 57.60 22.3 8.8
Luxembourg 2.6 0.36 140 0.36 0.36 0.2 1.0
Netherlands 41.2 14.06 341 14.25 | 14.65 5.2 7.3
United Kingdom 2464.0 55.95 229 56.30 | 57.03 26.0 10.5
Greece 132.0 9.45 7 9.3 9.4 n.c. 1.1 *
1 657.6 269.88 163 270.75 |273.0 113.9

Portugal 91.6 9.84 107 10.21 | 10.47 3.5 7.8 *
Spain 504.8 37.11 74 38.51 | 39.69 12.9 12.4 *»
United States 9 363.1 220.58 24 232.88 |243.51 104.7 7.6
Canada 9 976.1 23.69 2 25.49 | 26.83 11.5 7.5
Japan 370.0 115.81 307 119.73 [122.77 56.5 2.2
* 1980
Source: Eurostat and UN Monthly Bulletin




At 270 million, the European Community's population is 50 million
greater than that of .the United States, although the Community's
present area covers only one-sixth of the US land mass. As the

West's major industrial powers, the Community and the United States
face in the 1980s similar economic and social problems, especially

in the areas of employment, prices, industrial plicy, adaptation to
new technology, energy, environmental and consumer protection, trans-
portation, raw material supply and relations with developing countries.
Their collaboration, at all levels, is therefore vital for the future
of the West.

However, the coming to power in the United States of a new administra-
tion that is fixely wedded to the principles of free trade and hence
prowns on any state intervention in economic affairs has led to a
certain hardening of trade relations, particularly in respect of the
common agricultural policy and the steel question. Discussions have
begun on those two trade issues and will be continued in order to pre-

vent them from harming the transatlantic political climat.

POLITICAL RELATIONS

The European Community and the United States conduct their relations
within the multilateral framework of the General Agreement on Tariffs
and Trade (GATT), the OECD, the Conference on Security and Cooperation
in Europe (CSCE) and other international bodies, and also at a bilateral
tevel. The Community and its ten member countries have become the
‘United States' principal western partner in practically all matters.
Once a year the Heads of Governmenf of the leading western induétria-
Lized countries, the United States, Japan, Canada, four member countries
of the Community, namely France, the Federal Republic of Germany, Italy
and the United Kingdom, together with the European Community as such
(the Latter represented by the President of the Commission), review



their overall economic strategies at the so-called "Western economic
summits'", the next of which will be held in France, at Versailles,
in June 1982.

High-level consultations between the Commission and the US Administra-
tion are held twice yearly, in Brussels and Washington alternately,

for the discussion of a vast range of bilateral and multilateral eco-
nomic and trade issues, which are often highly complex. 1In addition,
the Commission has had many contacts in 1987 and 1982 with the new

US Administration in order to strengthen cooperation between the two
partners. Mr. Thorn visited the United States in July 1981 and

Mr. Davignon in March and September 1981. 1In February 1982 Mr. Haferkamp,
Mr. Davignon and Mr. Dalsager met Mr. Block, Mr. Baldridge and Mr. Block
for a day of discussion covering all bilateral problems. In May 1981
Mr. Haig, Mr. Baldridge, Mr. Broek and Mr. Block were received at the
Commission. Mr. Haig, Mr. Brock and Mr. Block visited the Commission

again in December 1981.

Members of the European Parliament meet regularly with members of the
US Congress. The 18th meeting was held in Washington from 18 to 22
May 1981 and the 19th in The Hague and Amsterdam from 6 to 10 January
1982.

_— R

The Community and the United States have long-term biLatéraL agreements
covering fishing in US coastal waters (1977), the supply of nuclear fuels
(1958) and cooperation 1in the field of peaceful use of atomic energy
(1959). There has also been an exchange of letters on cooperation on

environmental protection.

The United States maintains a diplomatic mission to the European Communi-
ties in Brussels. The Commission, for its part, is served by a permanent

Delegation in Washington D.C.
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TRADE RELATIONS

The European Community and the United States on the international

scene

The European Community was the main destination for US exports in
1980 (24%), followed by Canada (16%4) and Japan (9%4). It is the

second biggest exporter to the United States (15%), after Canada

(17%) and ahead of Japan (13%), (see table A).

The Cohmunity ﬁas had a persistent trade deficit with the United
States, which worsened until 1980 when it reached an all-time high

of around & 25 000 million according to the accounts of the Sta-
tistical Office of the Communites or some $ 18 000 million according.
to the US Department of Commerce. The discrepancy in these fijgures
stems mainly from the way in which costs such as insurance and trans-
port are entered in the accounts, which affects the statistics on goods
according. to whether they are imported or exported, as US export fob
(free on board) becoming a European import cif (cost, insurance and
freight). The figures available for 1981 show that the deficit was
considerably reduced because of the continuing economic crisis and
the strength of the dollar, which curbed US exports.

The Community also has a trade deficit with Japan, Canada and New
Zealand ( see table B).

The GATT agreements: content and implementation

With the successful outcome of'the GATT Tokyo Round of Multitateral
Trade Negotiations (MTN) in 1979, the prospecté for more Lliberal and
orderly trade between the major western industrialized countries were
improved. The Tokyo Round negotiations, originally Launched in 1973,
moved into an active phase once the US Trade Act became law in 1975,
thus providing the US Delegation with the required negotiating authority.
The United States presidential election.in 1976 made it possible the



following year to take the required political decisions. The adoption
of the negotiating directives by the Council of Ministers in February

1975 established the European Community's negotiating position.

The real negotiations got under way in mid-1977 after certain major
differences, especially in relation to the scope and procedure for ne-
gotiatidns on agriculture, had been resolved in discussions between the
United States and the Community. By mid-1978 substantial agreement in
principle had been reached among the major participants in relation to
the shape of the final Tokyo Round package. Although the bulk of tariff
. negotiations, both in industry and agriculture, and the major part of the
codes had been completed by the end of that year, it was not until April
1979 that all the outstanding issues had been finally agreed. A tariff
protocol was dnitialled in July 1979 and this, together with the suspen-
sjon of negotiations on the issue of a new safeguard clause, when no
generally acceptable agreement proved possible, constituted in effect
the end of formal negotiations. It then remained for the participants

to implement the agreements through their internal laws and regulations.

Tariffs

The Community's Common Customs Tariff was relatively low insofar as indus-
trial products were concerned. 1In trade with its industrialized partners
the Community's exports had continued to come up against tariff barriers
which were often very high. Heavy import charges imposed on certain
products and sometimes even on entire sectors provided effective protec-
tion because they were selective and had by and large remained intact
despite successive tariff negotiations. Consequently, the Community
sought the application of a formula which could be applied as generally
as possible, and which while significantly reducing tariffs, would at

the same time harmonize them. The US Trade Act gave the President extén-
sive powers in relation to tariffs. He could abolish duties of 5% or
less and reduce duties of over 5% by up to 60%. 1In September 1977 the
Community ané'the United States agreed to apply tariff cuts in accordance

with the "Swiss formula", under which high tariffs are cut proportiona-



tely more than low ones.

The proportion of US imports from the Community subject to duties over
10% was cut from 16.3% to 6%, while that of imports subject to duties
over 20% dropped from 4.8% to 1.2%. After the negotiations were con-
cluded only 185 headings, compared with the previous‘?56, remainéd
above 20%. 1In the case of textiles the cut in the US tariff for Com-
munity goods was 27.5%. This reduction also applied to a2 number of
very high duties which were making trade virtually impossible. In this
sector the Community cut its duties vis-a-vis the US by 22.6%. As re-
gards steel, where dutiable US imports from the Nine are four times
imports from the Us, the United States cut its duties on Community
goods by 29.6%, apart from some legal exceptions concerning special
steels. This reductijon continued the process of harmonization in

this sector which began under the Kennedy Round. 1In the paper sector,

- where there was strong US pressure for a substantial cut, the Commu-

nity reduction vis-a-vis the United States was 28%. Where other sectors
were concerned, the Unijted States granted a substantial tariff reduction

on machinery, transport equipment, ceramics and glass.

The tariff concessions were tp be implemented in eight equal annual
reductions starting in 1980, with a number of exceptions including
textiles, steel and aircraft equipment. The agreement on aircraft took

effect on 1 January 1980, while the concessjons on textiles and steel

“ were to be implemented in six annual reductions beginning in 1982. At

the end of a preliminary stage of five years, the Community will examine
whether it is able to pass on to the second three year stage. The other

participants have also reserved their rights in this respect.

Negociations were pursued without calling into question the European
Community's Common Agricultural Policy. Agreement was reached on multi-
lateral arrangements for dairy products and beef. The arrangements pro-

vided for continuing consultation on developments in the world market



for these products; the arrangement for dairy products contains
minimum price agreements for milk and skimmed milk poweder, butter,
butteroil and cheese. The Community was able to win acceptance for
the maintenance of the present provisions, including the possibility
of applying export subsidies. The results of negotiations in this
sector have made it possible to avoid any calling into question of

the refund mechanism (hitherto sharply criticized in GATT).

In the negotiations with the United States, which is its largest agri-
cultural customer, the Community's objective was to give priority to

the question of the possible application by the United States of counter-
vailing duties (which are a permanent threat to Community exports)

and to examining the conditions governing the importation into the US

of products exported by the Community. The Community obtained satisfac-
tion on the majority of its requests and obtained major concessions on
most of the principal subjects of discord that had arisen in the past.
In relation to cheese there was a cons?tderable extension of Community
export possibilities. In the spirits sector it proved possible to eli-
minate the wine gallon method of tax assessment (whereby US imports of
bottled whisky pay extra tax). Moreover, the United States agreed to
the removal of tariff surcharges on dextrin and starch and agreed that
the Community could resume its traditional exports of beef and veal.

In return Community concessions were made on poultry and rice and on

grapes, plums, certain tobaccos and other products.

This agreement is concerned with tariffs and other matters affecting
international trade in civil aircraft. The parties undertook to reduce
their tariffs on civil aircraft, aero-engines and other ajrcraft equip-
ment to zero on 1 Januéry 1980.

Pttt =ttt

The negotiations were primarily concerned with reaching agreement on a
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series of codes and other texts - such as on customs valuation, sub-
sidies and counter-vailing duties, government procurement, standards
and import Llicencing - which means a considerable updating and streng-
thening of the GATT, enabling it to continue to play a major role in

promoting trade.

This agreement is designed to reduce obstacles to trade resulting from
the preparation, adoption, and application of product standards and cer-
tification systems. It encourages the adoption of international stan-
dards. The agreement should maké it easier for exporters to identify
the regulations with which they have to comply in order to export to

overseas markets.

The Community's objective was to secure the abolition of all practices

of reserving contracts for domestic suppliers and of price preferences

in their favour. The aim was to abolish laws or administrative practices,
such as the Buy-Amerjcan Act in the United States, which reserve government
contracts for national suppliers or give them a price preference. The |
agreement which entered into force on 1 January 1981 covers certain con-
tracts awarded by central government entities. It does not apply to re-
gional and local authorities, but there is a special arrangemént with the
United States on contracts awarded by such authorities. Public transport
and energy production and distribution services are exclided. Since the
agreement is subject to general review after three years, it is Llikely
that strong pressure will be exerted for its scope to be extended to these

three sectors.

GATT rules have allowed the imposition of a countervailing duty on imported
products where it has been shown that they benefited from a subsidy and
that they therefore caused or threatened material injury to domestic indus-

try. In this regard, the United States fully accepts for the first time



the "material injury" criteria for countervailing action and the need
for a direct link between the subsidy and the injury. The United
States has undertaken not to impose countervailing duties unless it c¢an
be demonstrated that a domestic industry is being materially injured

by subsidized imports as a result of the subsidy. This is an important
benefit for Community exporters, who felt in the past that countervai-
ling duties were applied on protectionist grounds rather than to redress

established materijal injury.

The charging of duty on an artificially inflated value hinders trade

as the importer has to pay more duty than he should. An agreement which
took effect on 1 July 1980 is aimed at eliminating this practice and mi-
nimizing the scope for arbitrary valuation of imported goods by customs
officials. It ends the United States "American Selling Price" (ASP)
system, under which the duty on some goods is assessed, not on their
landed value, but on the higher actual selling price within the US of
similar goods produced there. The ASP was applied principally to benze-
noid chemicals and led in some cases to high tariff rates of over 40%.

As a consequence of the agreement, the United States will reduce virtually

all its tariff rates on these chemicals to 20% or less.

Lmplementation of the GAIT agreements

The Tokyo Round results were approved by the Nine's Council of Ministers
on 20 November 1979. Since the GATT agreements do not have direct force
of lLlaw in the US, it was necessary to introduce implementing legislation.
This was done and the Trade Agreements Act was signed by the President
on 26 July 1979. Ratification by Community Member States was completed
in November 1979 and the Council of Ministers' decision published on

10 December 1979. This legislation has still to be supplemented by re-
gulations which will deal with the practical day-to-day application of
the agreement. There js every reason to believe that the United States
will both participate fully in a conselidation of new multilateral trade

rules, and abide by its international obligations under the éodes.
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European Community - United States bilateral trade

In the 1970s the European Community's trade with the United States was
characterized by spectacular growth on the one hand and by a persistent
and substantial trade deficit on the other. Indeed, since the Communi-
ty's establishment in 1958, trade has developed at a brisk pace beneficial
to both‘partners. The rising standard of Lliving in the European Common
Market and the abolition of virtually all customs barriers have made EC
an attractive outlet for American products. Similarly, there has been

substantial growth in Community exports to the United States.

The Community's common tariff was established as an average of the pre-
viously existing tariffs of the original six Member States. As a result

of the enlargement of the Community through the entry of Denmark, Ireland
and the United Kingdom in 1973, the previously existing tariffs of those
countries were reduced as well since these tariffs were somewhat higher
than the common external tariff which was effective before the enlargement.
By 1 July 1977 all three countries, after a period of three years, had
adopted the Community's external tariff. Ffurthermore, as a result of the
GATT Multilateral Trade Negotiations conducted between 1973 and 197%, the
common external tariff of the European Community has been lowered even

further.

With the implementation of the last stage of the tariff cuts only 10% of
Community tariffs on industrial goods will exceed 10%, and 1.5% will
exceed 15%. On the other hand 7% of US industrial tariffs will exceed
10%, 5% will exceed 154 and still 3% will exceed 20%. Only one out of

a total of 2100 dutiable tariff lines 1in the Community will remain sub-
ject to a tariff of more than 20% (22% on trucks). The average tariff on
industrial products in the Community after implementation of the MTN
agreement will be 3.9% whereas the US average tariff on all industrial
products will be 4.7%.

US exports to the Community increased considerably in 1980 (from $ 47 000
million to & 62 000 million) while imports from the Community only increased
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from $ 34 500 million to 8 37 300 million. 1In 1980 the Community's trade
deficit with the United States reached an all-time high of & 24 800 mil-

Lion.

In 1980 the individual Member States of the Community all had a trade
deficit with the United States. The United States' biggest customer is
~ the United Kingdom, followed by the Federal Republic of Germany, France
and Italy. The United States' leading supplier is the Federal Republic
of Germany followed by the United Kingdom, France and ftaly.

In this sector bilateral relations have seriously deteriorated as a

result of anti-dumping complaints lodged against European exporters by

US steel producers. However, the difficulties facing the US steel in-
dustry are attributable more to the worsening economic situation in the
United States, which has been particularly reflected by a spectacular fall
in demand for steel on the US market. The decline in European steel sales
on the US market in 1980 was considerably greater (-16%) than the reduction
in production and consumption in the United States (=12%). This trend

is borne out by the way in which the US market share held by European

steel exports has developed.

In the automobile sector the Community share of US vehicle imports fell
slightly in 1980 from 15% to 13%, while Canadian exports fell from 37%

to 10% and Japanese exports leaped from 36% to 61%. Two out of three
vehicles imported into the United States are Japanese. This led the United-
States Administration to exert pressure on Japan to Limit fts exports to
U.S. The Commission is closely following the effects of this agreement,

to observe whether it leads to any diversion of Japanese exports towards

the Community.

Agriculture
The Community’s agricultural trade deficit with the United States amounted
to 8 6 800 million in 1980. 1In fiscal 1981 the United States exported

agricultural products totalling 8 45 000 million (20% of exports) and
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imported & 17 000 million's worth (13% of imports). The European
Community is by far the biggest market for US agricultural exports.
Despite its leading position as an agricultural exporter the United
States complains about the common agricultural policy, criticizing
the exports refunds policy. The Eurcpean Community, however, consi-
ders that it abides by the code on subsidies, adoption of which was

one of the major objectives of the Tokyo Round negotiations.

In the case of wheat, for instance, it should be pointed out that the
United States at present exports some 60% of its production, compared
with some 40% thirteen years ago. The Community's wheat exports there-
fore canndt be a problem in an expanding world market. With regard

to other agricultural products, such as majze and soya bean products,
which account for the bulk of US exports, the Community is the world's

biggest importer because of new livestock feeding techniques.

The European Community and the United States are both exporters of poultry
but their share of the world market has not changed significantly over

the past few years, the United States accounting for 46% of the market

in 1980 and the Community for 54%.

Sugar exports are also a source of difficulties between the United States
and the European Community. On 1 July 1981 the Community set up a new
market organization under which Community sugar producers are themselves

to bear the cost of export when world brices are lower than Community prices.

The US Administration recently accepted the Usvproducers' complaints that
their European competitors were receiving excessive subsidies for sugar,

poultry, wheat and pasta products.

The difficulties in this sector should, however, be viewed in its social
context. Although the '"'green revolution" has helped rationalize and mo-
dernize the Community's agriculture in recent years, raising productivity

in some areas and for some products to levels comparable to those in the
United States, European farming is still by and large less efficient than

its American counterpart. In 1978, for instance, 77% of farms in the
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Community were smaller than 20 hectares in area, whereas, the average

American farm was 160 hectares (400 acres).

Official documents from U.S.A. often contain figures suggesting that
cost of farm support in EC is some 40% higher than that in U.S.A. This
is misleading, as it does not take into account the different structure
of the two agricultural systems. It is fair to point out that in 1979,
the budget cost of agricultural support in the Community was & 1,441,
while in the U.S. it was & 1,760.

Relations in the energy field

Heavy dependence upon imported oil, characteristic of Community energy
supply for many years, was also growing in the United States, where a
point was reached when 50% of oil requirements were imported. Perijods of
oil shortage and massive price rises stemming from disruptive events in
the Middle East have made consumer countries' economies more fragile and

have generated a common objective to reduce the degree of dependence in
the future.

Excessive competition between countries for limited supplies in times of
disruption is recognized as a detrimental activity, and in times of major
crisis co-operation is ensured through the procedures of the International
Energy Agency. For disruptions of lower magnitude, the IEA procedures
would not apply, and work is currently being done to establish what form
of co-operation could be expected at such times.

Apart from co-operation in times of crisis, the need to work together to
achieve structural change has been underlined in "Western economic summit"

meetings (Tokyo, 1979 and Venice, 1980), where objectives and strategies
were agreed.

Already, considerable reductions of oil import needs have been made, but
the need for co-operation continues, particularly since a part of the pre-

sent reduction must be attributable to industrial recession and would
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therefore, without the necessary structural changes, reappear as in-

creased demand with a resumption of economic growth.

Traditionally the U.S. coal accounts for about 50% of Community coal
imports from third countries. These imports should increase rapidly
in the 80s and 90s. The American exporters are keen to secure an even

bigger share of this market.

Since last year the U.S. Administration has flung itself into a campaign
to convince buyers and potential buyers that the U;S. is a secure and
reliable source of coal. During May, a U.S. Coal Trade Mission was
visiting, Spain, Italy, France, Belgium. The U.S. contends even that

it is able to deliver enough coal to Europe for instance to substitute

the import of Russian gas.

Commission services (DG. XVII) have regular discussions with the U.S.

in the context of the annual high level consultations to review the evo-
Lution of demand and supply and particularly the difficulties and constraint
encountered on each side. Other contacts are taking place in the multila-

teral context of the International Energy Agency (QECD).

The Community cooperates with the United States on the peaceful use of
atomic energy in the framework of long-term Agreements concluded in 1958
and amended four times since (1960, 1962, 1963 and 1972) to adapt them to
developments in this sector. In applying these Agreements, the United
States provides Community users principally with enriched uranium. Some
20 nuclear reactors in the Community are currentLy supplied with slightly

enriched uranium of American origin, and nearly all the highly enriched
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uranium needed to feed research reactors and high-temperature reactors

is in fact imported from the United States.

The Euratom-United States Agreements are also necessary for the Community
industry to transform for third countries (Japan, Sweden, Switzerland,
Spain and the United States itself) nuclear materials which they have
bought from the United States. These Agreements serve as a basis for
specific Euratom—US agreements on research and development, for instance

in the field of nuclear safety.

Contacts also exist between experts in non-nuclear research and development
programmes in the Community and their American equivalents in sectors such
as the effect of energy production on the environment; raw materials re-

search; medical research and research into toxic substances, etc. Finally
the United States and the Community work together on research and develop-
ment in the multilateral context of the International Atomic Energy Agency

(UN) and the International Energy Agency (OECD).
Fisheries

The Agreement on fisherijes with the United States (1977) was the first
concluded by the Community with a non-member state. Valid until 1 July
1984 and extendable, it covers fishing by vessels of Mmember States of the
Community for part of the surpluses of the fishery resources in US terri-

torial waters within the 200-mile zone.

Outside the scope of the Agreement, US vessels fish in the Community's
territorial waters off the French département of Guyana and are subject

to Community rules, including the granting of licences free of charge.
MONETARY RELATIONS

On 15 March 1979 the European Monetary System (EMS) came into operation
after the European Council had, at Bremen on 7 July 1978, proposed that

closer monetary cooperation be established between the Member States of

EFT




the European Community. Earlier the didea of an EMS had been Llaunched

by Commission President Roy Jenkins in a speech at the European Universi-
ty Institute at Florence. The EMS is seen as a first and decisive step
towards the Community's economic and monetary union; dits Llong-term goal
is to create a zone of monetary stability in Europe and tolstrengthen the
international monetary system. Its more short-term objective = to sta-
bilize the exchange rates between the currencies of the participant coun-
tries - has been largely successful in giving a real European dimension

to markets.

It has been suggested in the United States that the creation of the ECU

and the operation of a European Monetary Fund could rapidly and dangerous-
Ly weaken the role of the dollar in international trade. The European
Commission, however, has emphasized that, although a new reserve unit was
created, its use will be strictly limited to transactions between the
central banks of the Community. The Bremen agreement stated that ''the EMS
is and will remain fully compatible with the relevant articles of the In-
ternational Monetary Fund agreement". The continuing strength of the dollar
in the past year should allay the fears expressed by the Americans that a

" more unified EMS would affect the dollar.

INVESTMENT

Foreign investment from sources in the United States and the European Com=
munity represents by far the lLargest volume of direct foreign investment
in the world today. Furthermore, American and European investors have

the greatest share of foreign ipvestment in the Community and the United

States respectively.

At the end of 1980, 35.9% of US direct investment abroad was placed in
European Community countries (with a total value of 76 600 million),
compared with 31.8% at the end of 1978. The trend of this investment
in the Member States is shown in table F. This indicates it is already
concentrated in the United Kingdom and the Federal Republic of Germany.

US capital investment in the early post-war years was an important element
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in the economic reconstruction of Western Europe. Today it is a vital
element in the kaleidoscope of Atlantic and international monetary
relations. Since its establishment, the Community has been one of the
fastest growing regions for US direct investment. The prospect of a
large, more unified and affluent market encouraged many US companies

to establish manufacturing plants in Europe. In 1958 investment in the
Community comprised only 7% of total US investment abroad. By 1971

the Community proportion had risen to 15.8% and by the end of 1980 this
share had climbed to 35.9%.

The bulk of US investment in Europe, in contrast to that in most other
areas, is in manufacturing industries, with the exception of North

Sea oil. Particularly noteworthy (see table G) is the concentration

in the United Kingdom on the petroleum and manufacturing industries, in
the Federal Republic on manufacturing; 1in each country especially in
the machinery and transport equipment sectors. Although less marked,

this breakdown also applies to France.

The yolume of direct US investment in the Community is perhaps more
accurately reflected in the annual expenditure of American companies on
plant and equipment. Capital expenditure comprises capital transferred
from the United States, capital raised in European money markets and rein-
vested earnings. Annual capital expenditure in the Community, excLuding
Britain, in 1973 was 8 3 500 million; in the United Kingdom it came to

% 1 600 million the same year. At the end of 1978, annual capital expen-
diture in the Nine totalled 8 12 600 million, that is more than 40%

of the total capital expenditure of all US foreign subsidgries around

the world. According to US Chamber of Commerce estimates, capital expen-
diture of US companies in the Common Market was expected to reach a record
of 8 16 900 million at the end of 1980.

More and more US products, from computers to detergents, which might
formerly have been manufactured in the United States and exported to
Europe are now being produced in Europe itself. This phenomenon is in
direct contrast to that in other parts of the world, where output is
often re-exported back to the United States. Such a development has of

RS
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course had a big impact on the level of US exports to Europe. In 1976, the
Last year for which figureE are available, the sales of US manufacturing
subsidiaries located in the Community amounted to $ 171 500 million.

Thus, for 1976, the sales of these subsidiaries were nearly six and a

half times the value of total US exports to the Community or more than

eight and a half times the value of exports of non-agricultural goods.

Community_investment_in_the United_States

The Community'countries were the biggest direct investors in the United
States at the end of 1980 (total value & 37 850 million), with the Nether-
Lands in first place with 8 16 160 million, the United Kingdom coming
second with & 11 400 million and the Federal Republic of Germany in fourth
place with 8 5 290 million.

The US Administration's policy towards capital investment in the United
States has traditionally been Liberal. After a review of the official
position in 1975 it was decided to take action to improve the system for
collecting data on foreign investment, and to reach understanding with
foreign governments to consult the Administration prior to making major
official investments in the United States. A new inter-agency Committee

on Foreign Investment was accordingly set up.

Investment from Community countries is concentrated in particular industries
(see table H): & 12 000 milldjon in manufacturing, 8 9 700 million in pe-
troleum and 8 7 540 million in trade.



(°/0)
European Other Wzstermn Soviet Union
Community |European coun={ and Eastern Japan Canada Latin
_ tries Europe America
1975 17 4 1 12 23 1
1976 15 & 1 13 22 11
1977 15 4 1 13 20 11
1978 17 4 1 16 19 1
1979 16 4 1 13 12 9
1980 14.9 4.3 0.59 12.7 17.2 12,3
Source: US Department of Commerce, FT 990
GEOGRAPHICAL _STRUCTURE_OF_US_EXPORTS_1975_-_1980
(°/0)
European |}Other Western Soviet Union
Community [European and Eastern Japan Canada Latin
countries Europe America
1975 21 7 3 9 20 15
1976 22 6 3 9 21 13
1977 22 6 2 9 21 14
1978 22 5 3 9 20 14
1979 24 7 3 10 18 12
1980 24.3 6.26 1.7 9e.b 16 16,32

Source: US Department of Commerce

— 0 — .




THE_COMMUNITY'S_EXTERNAL_TRADE

World and main_industrialized countries

($ million)

1976 1977 1978 1979 1980
Imports (cif).
EC-10 :
World 182 088 199 917 231 616 304 247 384 501
United States 28 744 29 717 36 472 46 872 62 099
Canada 4 913 & 935 5 099 7 005 8 582
Japan 7 892 9 786 12 099 14 185 18 526
Austialia 2 536 2 436 2 433 3 285 3 460
New Zealand 987 1 097 1 302 1 535 1 566
EFTA 28 357 32 512 42 283 56 332 68 709
Exports_(fob)_
EC-10
World 159 264 188 910 223 255 268 137 315 222
United States 18 311 23 S20 29 639 34 549 37 280
Canada 313 3 498 4 088 4 623 4-741
Japan 3 067 3 551 & 783 6 3990 6 387
Australia 2 700 3 065 3 624 4 052 4 306
New Zealand 679 750 855 1 025 933
EFTA 37 531 43 784 50 043 65 231 79 514
Balance :
World -22 B64 -11 007 -8 361 -36 110 -69 279
United States =10 433 -6 197 -7 103 -12 323 -24 819
Canada -1 782 -1 437 -1 011 -2 382 -3 841
Japan -4 825 -6 235 -7 316 -7 795 -12 139
Australia 164 629 119 767 846
' New Zealand -308 =347 -447 =510 -633
EFTA 9 174 11 272 7T 760 -8 899 10 80S

Source : Eurostat: Monthly Trade Bulletin

Special Number : 1958-1980
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US_TRADE_WITH_TRADE_PARTNERS_1976=1980

AND_JANUARY=AUGUST_1980_AND_1981

€$_'000_million,_ fas_basis)

T‘ Exports Imports Balance
US_trade_with_EC-9 /
1976 25.4 17.8 7.6
1977 27.1 22.2 4.9
1978 32.0 29.0 3.0
1979 42.6 33.3 9.3
1980 53.7 36.0 17.7
1980 Jan.—-Aug. 36.9 24.4 12.5
1981 Jan.-Aug. 35.0 27.8 7.2
US_trade with_Canada
1976 24.1 26.2 -2.1
1977 25.8 29.6 -3.8
1978 28.4 33.5 -5.2
1979 33.1 38.1 =-5.0
1980 35.4 41.5 -6.1
1980 Jan.-Aug. 23.2 26.6
1981 Jan.-Aug. 27.1 30.7 =3.4
US_trade_with_Japan =3.6
1976 10.1 15.5 -5.4
1977 10.5 18.6 -8.0
1978 12.9 24.5 -11.6
1979 17.6 26.2 -8.7
1980 20.8 30.7 -9.9
1980 Jan.-Aug. 13.7 20.2 -6.5
1981 Jan.—-Aug. 14.3 24,7 =10.4
S_trade with OPEC_countries
nd_oil-exporting develeping:
guntries -
1976 14.8 29.4 -14.6
1977 16.5 38.5 -22.1
1978 19.3 35.6 -16.3
1979 18.5 48,7 -30.2
1980 22.1 60.1 -38.0
1980 Jan.-Aug. 25.4 55.7 =30.3
1981 Jan.-Aug. 32.0 52.5 -20.5
US_trade with_non-oil-expor=
fting_developing_countries
1976 25.6 23.2 2.4
1977 26.8 29.2 -2.3
1978 33.6 35.7 =2.1
1979 44.5 43,7 0.8
1980 59.0 53.1 5.9
1980 Jan.=Aug. 26.6 23.4 3.2
1981 Jan.-Aug. 28.2 26.2 2.0




EC_-_US_TRADE :
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EC_MEMBER_COUNTRIES'_ IMPORTS_AND_EXPORTS

-

($ '000 million)

' 1981
1979 1980 Jan.-Sept.
Imports_from USA_(cif)
Germany 10.4 13.5 9.0
France 7.2 10.8 6.7
Italy 5.3 7.0 4.5
Nethertlands 5.7 6.8 4.6
Belgium/Luxembourg 4.0 . 5.5 3.4
United Kingdom 12.0 15.9 N.C.
Ireland 0.8 0.9 0.8
Denmark 1.0 1.3 1.1
 Greece 0.5 0.5 0.3
EC TOTAL 46.9 62.1
Exports_to USA_(fob)
‘Germany ’ 1.3 11.8 - 8.0
France 4.8 4.9 1.9
Italy 4.7 4.1 3.5
Netherlands 1.8 1.9 1.6
Belgium/Luxembourg 2.1 2.2 1.7
United Kingdom 8.6 10.8 N.Ce
Ireland 0.3 0.4 0.3
Denmark 0.7 0.8 0.6
Greece 0.2 . 0.3 0.3
EC TOTAL 34.5 37.3
Balance
Germany 0.9 -1.7 -0.9
France -2.4 -5.8 -2.8
Italy -0.6 -2.8 -1.0
Netherlands -3.9 -4.9 -3.0
Belgium/Luxembourg ~2.0 -3.3 -0.5
United Kingdom ~-3.4 =-5.1 N.c.
Ireland ~0.5 -0.4 ~0.5
Denmark ~-0.2 -0.5 -0.3
Greece -0.3 -0.2 -0.0
EC TOTAL -12.4 =24.8

Source : Eurostat
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EXTERNAL_TRADE_OF_EC-10

Special

Number : 1958 - 1980

1980
Impo rts Exports
$ %/0 $ °/0
mitlion million
1. United States 62 099 16.4 |United States 37 280 11.8
2. Saudi Arabia -34»927 9.2 Switzerland 31 D42 9.8
3. Switzerland 2% 606 5.7 Sweden 16 262 5.2 ]
4. Japan 18 387 4.9 Austria 15 725 s.:n
5. Sweden 16 159 4.3 Spain 10 5383 3.4
6. Soviet Union 15 614 . 4.1 Soviet/Union 10 558 3.3
7. Norway 11 757 3.1 |saudi Arabia 10 424 3.3
8. Spain 11 304 3.0 |Nigeria 8 414 2.7
9. Iraq J 11 066 2.9 |Japan 7 537 2.4
0. Nigeria 110 962 2.9 | Norway 7 157 2.3
:11. Austria ¢ 770 2.6 | South Africa 7 024 .2
h2. Libya 9 139 2.4 |atgeria 6 619 2.1
3. Canada 8 722 2.3 Libia S 942 1.9
4. South Africa 7 104 1.9 Yugoslavia ‘5 B46 1.9
15. Finland | 6270 1.7 Iraq 5.381 1.7
16. United Arab Emiratesj 6 091 1.6 | Finland 4 826 1.5
17. Brazil 5 767 1.5 ] canada 4 741 1.5
18. Kuwait 5 622 1.5 Iran 4 572 1.5
9. Algeria S 607 1.5 Egypt 4 465 1.4
20. Hong Kong 5 043 1.3 Australia 4 306 1.4
Source : Eurostat : Monthly Trade Bulletin




1973 1974 1975 1976 197? 1978 1979 1980
World 101.3 110.2 124.2 136.4 149.8 168.1 186.8 ‘213.5
- 30.9 35.4 19.1 _ 43,2 47,9 55.2 65.7 76.6
Bel./Lux. 2.5 2.9 3.3 3.6 4.3 4.7 6.4 6.9
.France ‘.3 ‘.9 5.8 5.9 6-1 6.8 8.0 9.‘
Germany 7.7 8.0 8.8 10.5 1.1 1.7 13.6 15.4 |
Italy 2.2 2.7 2.6 2.9 3.0 3.6 4.4 S.4 8
Netherlands 2.4 3.3 3.6 3.5 4.0 4.7 6.9 7.9 |
United Kingdom 11,0 12.5 13.9 15.1 17.4 20.3 23.6 28.1
Denmark 0.5 0.7 0.6 0.7 0.7 1.6 1.1 1.3
Ireland
0-3 0.5 o.6 ) 0.9 1.1 0.9 '.8 203
Other European countries 7.3. 9.3 10,5 11.9 13.0 14,4 16.9 19,1
' ) 1
Canada 5.5 28.4 31.1 33.9 35.2 37.3 40,3 46,7
Japan | 2.7 3.3 3.3 3.8 4.1 5.0 6.2 6.3
Developing countries _
25.3 28.5 26.2 28.9 3.5 40,5 46,6 $2.7
Source : US Department of.Commerce : Survey of Current Business



US INVESTMENT IN EC_MEMBER_COUNTRIES_AT_END OF_1980

($ million)

MANIFACTURING

ALl Petro-
indus- Leum Chemicals {Primary | Ma- | Electri-{ Trans-|[ Other
COUNTRY tries Food and and fa-{ chine=} cal and port [ manufac-] Trade | Finance
Total pro- altied bricated ry electro=| equip-| turies and
ducts |products | metals nic. ment insurance
eguinmgnﬁr
EEC 76.588 }16.906 J41.476) 3.396 8.928 [J2.416 J10.130] 3.245 15.493 7.868 6.957 | 6.370
Belgium/Luxembourg | 6.915 743 3.549 123 1.305 149 372 602 3 115 1.351 522
France 9.348 | 1.269 | 5.931| 308 1.049 247 | 2.386 249 627 | 1.066 |1.289 240 ,L
[
Germany 15.393 3.479 9.677 789 1.684 588 2.511 857 }2.025 1.422 1.059 351 |
Italy 5.396 1.237 3.335 139 711 166 999 600 119 608 435 39
Netherlands 7.948 | 2.893 3.099 459 1.161 295 650 129 ) ) 560 691
denmark 1.260 696 221 64 ()] 4)] 1 (0 0) 14:)) 285 )
Ireland 2.229 ) 1.619} 107 820 51 179 51 (» L1 29 ()]
United Kingdom 28 .099 6.292 |14.047 | 1.407 2.317 898 3.032 673 4] ()] 1.950 ,4.020

G.



DIRECT INVESTMENT IN_US BY EC_MEMBER_COUNTRIES_AT_END_OF_1980

($ millions)

Manufacturing
Country AlLL Petro- Trade |Finance} Insu- |Real | Other
indus= | Leum Total}Food ]Chemi- [Primary | Ma- Other rance [|estate
tries pro- Jcals and]jand fa= ] chine- jmanu-
ducts |allied |bricated ry factu~
products} metals res
EC-total 3?.850_ 9.687112.0221 1.4300 4.550 1.7 1.781 ]2.541 7.542 }2.815 |]3.533 855 11.396
1 Belgium/ 1.873 1.224 221 24 122 &1 48 62 158 160 7 28 75
Luxembourg :
France 2.672 2401 1.393 38 312 o2 91 430 583 313 44 -1 80
Germany '5.290 48F 2.137 27} 1.789 s 382 =226 |1.759 162 696 120 368
Italy 334 * 7 10 =14 3 -3 11 200 95 17 13 1
Netherlands |16-159 £.319]1 3.9311 879 910 M 881 |1.170 [1.113 }1.099 632 504 | 562
United 11.362 | -147 | ¢.277
Kingdom 453] 1.419 878 464 1 1.C64 | 3.633 961 § 2.136 191 290
Denmark 180 3 56 -1 13 = 14 29 96 S (%) -0 19
and '
Ireland f 1

(#) Lless than $ 500 000

Source :

US Department of Commerce :

Survey of Current Business






