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PREFACE

This study aon trade relations between Brazil and the
Eurapean Community 1/ was undertaken within the framework of the
IFEA-ECLAC Agreement 2/ as part of a jaint research prograane.
The institutiaons share an interest in analysing recent
deveiopments in Brazilian exports to the industrialized countries
and the relative importance of impart restrictions ta these trade
flous.

The present study is the second of a series of studies on
this theme and follows a study an trade relations between Brazil
and the United States 3/, The first chapter provides a brief
description of the campetitive position of the EC in the world
economy and on some structural and cyclical developments in the
European economies. Chapter II presents an overview of recent
developments in bilateral trade between Brazil and the EC.
Chapter III gqives an overview of the main areas of EC economic
palicy, especially industrial aid policies and the Common
Agricultural Policy, and the role of interest groups in European
policy making. Chapter IV describes the basic instruments which
are used at the Community level to protect troubled industries
against foreign competition. It also examines the Generalized
System of Freferences (GSP) of the EC. Chapter V provides data
and background information on EC import restrictions affecting
Brazil and estimates their trade coverage. The main conclusions
of this study are presented in the final Chapter (VI)

This study was prepared by Gerard de GBroot, ecanomist at
the Development Research Institute (IV0) of the University of
Tilburg, the Netherlands, and FHRene Vossenaar of the €E£CLAC
Brasilia office. The views and infaormation provided in this
document are the sole responsibilty of the authors.

193 European Community (EC) refers to the adherents tao the
treaties forming the European Cpal and Steel Community(ECSC), the

Eurapean Economic Cammunity (EEC) and the European Atomic Energy

Community (Euratom). Meambers are Belgium, France, Denmark, the

Federal Republic of Germany, Greece, Ireland, Italy, Luxembourg,

the Neherlands and the United Kingdom. On 1 January, 1984, the EC

will be enlarged to 12 Member States with the accession of

Fartugal and Spain.

2/ Economic Commission for Latin America and the Caribbean
{ECLAC) and the Institute for Economic and Social Flanning
(IPEA), related to the Flanning Secretary of the Presidency of
the Republic of Brazil.

3/ IFEA/ECLAC, Trade Relatiaons Between Brazil and the United
States. Brasilia, 1985. 149 pp. il.






1 - THE EUROPEAN COMMUNITY AND THE WORLD ECONGMIC CRISIS

a) Introduction

The member states of the European Cammunity (EC) are anly
recently emerging from the worst econaomic slowdown they have
suffered since World War II. After decreasing 0.4% in 1981, real
GNP in the EC increased 0.6% in 1982, 1.1% in 1983 and slightly
more than 2% in 1984. (Economic growth is still considerably
slower than in the United States and Japan.) The EC countries
have successfully tried to reduce a series af imbalances,
principally inflation and the deficits in public finance and on
the current account of the balance-of-payments. The labour share
in value added has shown a daownward trend because of productivity
gains and wage moderation. However, increased profits have not
resulted in employment creating investment, and there are no
signs of a significant improvement in the employment situation.
Stagnating employment and the slowness of industrial
restructuring --resulting, among ather factors, in a
disadvantageous position in high technology goods-- remain major
structural problems which will continue to affect the external
position of the EC and to be a major source of pressure for
protection against foreign competition.

A series of factors have led to a gradual return of
optimism. Inflation results are improving; the annual increase in
consumer prices has been reduced from ti.1% in 1981 to 9.8% in
1982 and 7.35% in 1983 1/. The GNP deflator decreased from 9.8% in
1981 to 5.25% in 1984 2/.

The current account deficit of the EC decreased from $11.8
billion in 1981 to ${ billion in 1984 and is expected to attain
a $9.3 billion surplus in 1985 3/.

Imbalances in government finance have been reduced by
restrictive fiscal policies. In the eighties this has resulted in
a decrease in the structural component of general government
deficits in most EC countries in spite of a strong increase in
debt interest payments as a percentage of GNP. The increase in
actual deficits in many coutries can be attributed in most cases
to cyclical factors (such as low tax receipts and high social
security payments) 4/,

In recent vyears the internatiaonal competitiveness of
Community production improved significantly. Thanks to wage
moderation and productivity gains, the increase in unit labour
costs has diminished significantly in the eighties. [Its annual
rate of 1increase, which wuntil 1982 was nevertheless still
concsiderably higher than in the United States and Japan, was
similar to that of the EC's principal competitors in 1983 and
1984 (Table I.t). In these two years the strong devaluation of EC
currencies against the dollar thus fully contributed to the
improvement of internatiocnal competitiveness. Unit labour costs
in a comman currency decreased 12.7% in 1981, 4.85% in 1982, 5.4%
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in 1983 and arcund 7% in 1984. (See alsao Table 1.2);

Recent economic recovery 1in the EC has been sustained
principally by a strong increase in world trade (some 97 in
volume terms in 1984), due principally ta the growth of U.S.
imports, supported by the strength of the economic recovery in
the United States and the high value of the dollar (in the third
quarter of 1983, Community exports to the U.S5. were 20% higher
than in the same period of 1982).

EC export growth has nevertheless been slower than that of
other regions. This can be explained, among other factors, by
the disadvantageous geographical distribution af EC exports,
principally the high share of OPEC and other developing
countries --many of which have restricted imports because of
decreasing export revenues and/or debt service problems-- in
extra-EC exports 5/. Expart market growth has alsa been slow
because of the relative importance of intra-European trade.
Export growth seems to have been affected by the inability of
European countries to enlarge their shares in the markets of
their trading partners through shifts in supply towards articles
with more dynamic international trade patterns &4/.

The dependence of EC export growth on U.S5. imports and
certain doubts which may exist about the sustainability of the
U.S. recovery and on the value ot the dollar, give a certain
degree of vulnerability to economic recovery in the EC. Other
demand factors, principally private consumption and stockbuilding
have contributed to the recovery, but domestic market growth is
still slow.

Unemployment and stagnation in industrial production remain
major structural problems in Europe. In the eighties unemployment
in the EC has increased to post-war records, attaining 7.6% in
1981, 8.9% in 1982, 9.87 in 1983 and 10.254 in 1984 7/.
Unemployment rates are particularly high 1in Belgiunm, the
Netherlands and the United Kingdom. Not only the high level of
unemplaoyment, but also its persistence and its uneven
distribution among different groups of the popilation have made
bunemployment the most acute socioeconomic problem of the present
decade. Youth wunemployment is considerably higher than dverage
unemployment in all EC countries, and --considering only the
largest countries-~ is especially high in Italy (324 in 1984),
the United Kingdam (23%) and France (217%), feeding the fear of a
"lost generatian” 8/, There is also a markedly uneven
distribution of unemployment between regions and industries.
Especially in the older industrial centres, unemployment has
reached record levels, affecting skilled workers in traditional
industries such as textiles and shipbuilding.

In most EC countries, particularly France and West Germany,
the immigratiaon of a large number of foreign workers during the
boom period is now aggravating the problem (Table I.3). There is
increased pressure to repatriate {foreign workers. Sacial
tensions, especially. in the old industrial and wurban sectors
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where most migrant workers live, are manifest in growing rascism
and the surge of (semi-) fascist political parties.

Unemployment is the combined result of trends in the labour
force and in employment. In the periad 1980-1983, the 1labour
force increased by some 1.75 million people, accounted for almost
exclusively by an increased entrance of women into the labour
market (Table 1I1.4), The growth of the labour force, to an
important extent, is reduced by the difficult enmployment
situation itself, discouraging the search for jobs and
encouraging early retirement, prolongated stays in the
educational system, etc. In other words, the growth of the labour
force is to some extent underestimated, resulting in a similar
underestimation of unemplayment.

The number of johs has stagnated or even decreased.
Employment in Germany, the United Kingdom and France is
currently below the levels registered at the time of the first
oil crisis. In the period 1980-1983, three million jobs were lost
in the Community. This is only to a very limited extent the
result of reduced employment opportunities in agriculture.
Prablems have shifted to industry where four million jobs have
been lost since 1980 (See again Table I.4). This 1is connected
with a crisis in manufacturing and partly also the result of
stagnation in the construction industry. HManufacturing employment
decreased 7% between 1975 and 1980 and by a further 10% since
1980.

Stagnation in manufacturing production is another striking
phenomenon of the present crisis which holds the Community in its
grip. Manufacturing production rose only 3% a year between 1973
and 1980, decreased in 1981 (2.5%) and 1982 (1.5%), after which
it slighty recovered in 1983 (14)9/. In the same period
productivity gains achieved by a faster reduction in employment
than in production aggravated the employment situation.

fs is wusual in a period of crisis, the investment goads
industry has been hit most severely. In the period 1973-1983,
accumulated production growth (8.4%) lagged far behind that of
intermediate and consumer gaeds (15%). These figures hide
divergent trends in individual sectors. The best growth results
were achieved in chemicals (31%) and electronic engineering
(22.8%). The growth of production of transport equipment (16.8%)
was also above average. However, production in man-made fibres
and iron and steel stagnated completely, in the latter case
principally since 1981 when praoduction fell 13% with the
implementation of production quotas in the framework of the
Davignon plan. Production in textiles, clothing and footwear
declined between 5 and 10% 10/.

The Euraopean Community emerged from the sixties as the
world's largest trading black. (The internal market of the
Community 1is, also the largest in the world). Hany individual
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member states occupy prominent positions as exporters. Germany,
France, the United Kingdom, Italy and the Netherlands rank among
the ten largest exporters in the world.

This praminent position can partly be explained by the
success of the integration process which started slowly in the
fifties, but gained enormously in importance in the sixties. In
this period the Community clearly was one of the most dynamic
parts of the world economy. The flourishing Common Market was of
growing interest to other participants in the world economy and
the EC became the most important trading partner for many regions
of the world. Community growth was especially strong in the more
dynamic production sectors in the world economy, while a large
share of Community exports were shipped to the most dynanmic
markets such as a series of rapidly grawing developing countries,
especially in OPEC.

Currently, the Community faces a reverse situation with
sluggish economic growth and a structural unemployment problem.
Attempts to explain the economic crisis in the Community are
marifold, but there is still a lack of clearcut answers.

Part of the answer obviously lies in the exhaustion of the
dynamic impulses from the integration process. Further, there is
a more structural explanation for the leveling off of growth
trends such as the slowdown in the shift of labour from the (low
productive) agricultural sector to the (high productive}
manufacturing sector. On the contrary, the shift from industry to
the (often less productive) service sector has become wmare
important.

One of the principal reasons for the current problems
facing the Community is the acceleration of real wage costs since
the late sixties and a series of rigidities, especially in the
labour market. This can be. illustrated by the average annual
increase in hourly earnings in manufacturing in the period 1972-
1982 (which in most EC countries exceeded the OECD average of
11%): Breece (24.8%), Italy (22%), the United Kingdom (15.5%),
France (14.9%4), Denmark (13.4%) and Belgium (1!.7%), compared to
8.3% in the United States and 11.1% in Japan 11/. As this
increase was insufficiently or not compensated by productivity
gains, unit labour costs in manufacturing in many EC countries
increased much faster than in the United States and Japan 12/,

As a result, relative factor prices changed dramatically in
favour of labour. A study by Artus and Peyroux shows that while
in the United States the labour/capital price ratio increased
about 10%Z between 1970 and 1978, in the same periad it increased
by around two thirds in France, the United Kingdom and Germany
13/, The disequilibrium in the cost ratio between capital and
labour provoked strong substitution between production factors.

High wages and subsidization of capital costs (e.g., via
investment premiums) may have led to an accumulation model with
an excessive capital-intensive character, resulting in a decrease
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in capital productivity., @&s this decrease has not always been
compensated by increased labour productivity, total factor
productivity may have decreased in certain sectors.

Investment in fixed assests in the EC stagnated in the
seventies., Taking 1975 as a base year, the volume index of
investment in fixed assets in 1980 (the peak year) was 113.7,
which implies an average growth of only 2.5% per year, and there
were declines afterwards: -4.8% in 1981, ~-1.4% in 1982, and -0.9%
in 1983 14/. As a result of stagnated investment, gross fixed
capital formatian as a share of GDP declined from around 23 in
the early seventies to only 18.8% in 1983 13/.

This investment ratio is considerably lower than in Japan
(28.4), but still higher than in the United States {(16.9% 1in
1983, down from a record 19.8% in 1979). The decline in
investment alone is thus insufficient to explain poor economic
performance vis-a-vis the United States. As mentioned before, due
to increases in the cost of labour relative to capital, a
considerahle part of investment in EC countries has heen directed
to capital deepening (labour-saving investment), rather than
capacity expansion. Energy saving and environmental regulations
have also absorbed a great part of investment at the expense of
expansion of existing production capacity.

The building of the welfare states in Western Europe has
changed attitudes towards work and economic growth ("zero growth"
movement) and emphasized redistributive policies. Econemic and
social security was envisaged as a public good to be provided by
the government.

Protection through interventionist policies has enabled
economically obsolete industries te retain capital and
enployment, while entrepreneurs have been discouraged fram taking
risks in innovation and adaption to changed economic
circumstances. The process of industrial change and restructuring
in Europe has been much slower than, for instance, in the United
States where resources were reallocated towards sectors where the
United States has a competitive pasitien (e.g., high technology
goods and services).

The "hackwardness"” of EC industry in high technology goods
has caused an increasing import penetration into the EC market of
goods supplied by the United States and Japan and a decline of
the share of high-technology products in EC exports, especially
in intra-EC trade (Table I.6)

Decreased capital efficiency and high wage costs have made
Community producers vulnerable to {foreign competition. Wage
increases acconpanied by diminishing wage differentials among
econamic sectors and occupational groups severely affected the
competitive position of labour intensive industries vis-a-vis
foreign competition, especially the Newly Industrialized
Countries (NICs).



c) The EC in a nultipolar system

The integration process 1in Western Europe has had a
profound influence on the international position of the European
Community. At the political level it has become a normal
occurrence for the chairman of the European Commission to attend
the regular Summit Meetings; the EC had also gained a prominent
economic position.

The gradual movement to a Commen Market has given an
important impetus to economic growth. This integration process
has required structural change, and this has been facilitated by
economic growth itself.

The composition of trade flows, particularly of imports,
shows a number of characteristics which are to a large extent
decisive for the way in which the external relations aof the EC
are taking shape. Especially in trade policy, one can speak of an
impartant degree of differentiation according to the place af
specific imports in the trade and production structure of the
European Community.

on imports can be observed, particularly for bauxite and copper
(Table I[.7). For & out of 9 minerals considered in this table
(tin, bauxite, copper, manganese, phosphate and nickel) the EC is
for more than 350% dependent on imports from the Third World.
Japan’'s import dependence is more or less the same, but that of
the United States is much smaller. This picture is reinforced
when o0il is included. No less than 70% (approximately $100
billion) of all EC imports originating from developing countries
in 1981 were mineral resources (S5ITC 2 and 3).

The picture for agricultural products is quite different.
An  important goal of the Common Agricultural Policy (CAP) is to
make the EC largely self-sufficient in agricultural products.
Table I.8 indicates that this policy has been successful. CAP has
a considerable influence on the valume and direction of trade

flows.

The EC 1is not only self-sufficient in many agricultural
products, but increasingly dominates the world market as a net
exporter, particularly in sugar and dairy products. Thus, EC
imports of agricultural products consist mainly of feed grains,
soy products and tropical products like coffee and cocoa,
imported as raw materials and sold on the consumer markets of
industrialized countries after processing. Over $15 billion of
agroproducts (SITC 0, 1 and 4) imported into the EC in 1981
originated in developing countries.

With regard to industrial products, those with a low level

of processing still face tariff barriers which often result in
high effective protection. Import duties on other industrial

8



products have been gradually reduced. Hawever, for an increasing
number of products there appears to be a reversal of this trend
toward a more protectionist direction of a nontariff nature.

d) New protectioniss

As a result of the slowdown in economic growth, the
necessary adjustment process has become much more difficult. As a
consequence, the successful macro-ecanomic policy instruments of
the fifties and sixties are no longer adequate to cope with
changing circumstances. A period of dismal employment prospects
has 1increased pressure aon governments to intervene in the market
to prevent a fast decline in no longer profitable activities.
Selective intervention has been inspired by the fear that
uncaardinated functioning of market forces could lead to the
destruction of potentially viable activities. The result has been
a rapid increase in the transfer of public funds to private
companies. In this connection, the World Bank has concluded that
by 1974, in countries like Norway, Belgium, France, the United
Kingdom and the Netherlands, subsidies granted to industry had
already reached such magnitude that they had the same effect as
tariff protection, aften being even more significant 16/.
Subsidies have increased even more in the period after 1976.

Government intervention is the central element of the so-
called new protectionism. Governments have a range of policy
instruments at their disposal with which they can influence the
allacation of productian factors. Their use often leads directly
ar indirectly to changes in international trade flows. Nat only
industrial paolicies, but alsa for instance environmental,
regional and employment programmes influence internatianal
competitive positions.

A second characteristic of new protectionism is the highly
selective way in which trade flows are influenced: "The new
protectianism is highly sector specific, and therefore at present
cannot be described as the product of economic naticnalisa or
neomercantilism. The sectors in which it is found are prinmarily
the labour-intensive branches of wmanufacturing in which
developing countries possess a clear comparative advantage® 17/.
Selectivity has been implemented principally through nontariff
trade barriers (NTBs) such as voluntary export restraints (VERs)
and arderly marketing arrangements {(OMAs).

NTBs are used 1in a discriminatory way with respect to
ditferent exporting countries, and it has been difficult to
quantify their impact on trade flows. There are alse great
shortcamings in the knowledge of their occurrence. As noted by
UNCTAD: "Even mare important for future negotiations, however,
is the fact that a definitive inventory of current restrictions
does not exist. Many are nat notified to wultilateral
institutions and, in some instances, are not even recorded by
national authorities in the importing country® 18/.



In this study an effort will be made to fill --to some
extent-- this gap in knowledge. More important, however, is the
identification of the market for protectionism that has been
created in the Eurocpean Community. This market has a very
complicated structure. There is not only room for a wide variety
of pressure groups like consumers, {rade unions and companies
(whether large or small, operating at the interpnatianal or local
level, industrial or commercial, etc.). Members of these groups
are further active 1in a double role as voters in a political
system that in itself is far from monalithic.

In this connection, Verreijdt and MWaelbroeck make an
interesting distinction among four tiers of decision making,
where each tier is subject to a different degree of control by
interest groups and voters 19/,

a) At the bottom, an enormous number of decisions which
are individually small but important in the aggregate are taken
at the level of the bureaucracy. According to Messerlin there is
a clear tendency at this level to act as protectionists toward
newly emerging competitors instead of being free trade oriented
20/. However, overt oprotectionist measures are seldom used;
instead preference is given to complicated subsidy arrangements
ar hidden nontariff barriers. These decisions are almost
invisible, and thus represent an ideal area for exertion of

pressure by special interest groups.

of decision making in the market for protectionism. What they do
is more visible than what is done within the bureaucracies and
the influence of the general voters is correspondingly larger.

c} The Eurpgpean Commission <eels the burden of a
variety of pressure groups, although these often work in a
complicated manner via the individual member scstates. Because
legitimacy is the only source of its influence, the Conmmunity
must be even nmore careful than gaovernments in respecting the
Treaties under which it was established and the GATT agreements

which it helped to negotiate.

d)  Ga
e

1T is the top tier of the system. Initiatives at
this level have be

en dominated by the USA, Japan and the EC.

According to Verreijdt and Waelbroeck, a key characteristic
of this edifice is the changing balance between special and
general interests as one moves up from one tier to the next. In
their view the strengthening of the tap tiers of the system has
operated visibly in favour of a free exchange of goods and
services across countries.

Because of the complexity of relations in such a manifaold
system it is hard to draw an unambiguous picture of the degree of
protectionism in specifitc situations. For this reason, the
present study not only presents a catalogue of restrictive trade
practices {facing Brazil and the estimation of their trade
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caverage, but also tries to uncover the underlying mechanisms and
ta unravel the trends in protectionism which Brazil is expected
to face in the eighties.
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Table f.i

RELATIVE UKIT +R30UR COSIS

Labour costs in the whole econoav Manutacturine labour costs
Eftective
relative unit relative upit exchanoe
Wage sum tabour  Unit labour costs Waoe sua Labour  Unit labour costs rate
per produc- labpur -~=----mo--em-eee ver oroduc- labour -----seeeeoemeoo-
eepiovee tivity  costs national coamon  empiovee tivity  costs national cosson
currency currency Tureency currency
Percentage change over nrevious vear
furopean Cossunitv
1971 12.3 3.7 8.4 1.4 1.9 12,1 2.8 8.9 3.3 414 0.8
1972 1.7 4.3 6.3 0.5 1.B 1.2 3.6 5.2 1.% 2.8 1.3
1973 14,2 4.5 8.3 -0.1 1.8 15.5 5.3 8.4 2.9 3.8 1.8
1574 16.5 1.3 14.8 ~0.1 -2.8 4.1 27 13.2 -3.2 -5.8 -2.7
1975 16.4 -0.1 16.4 4.3 6.8 7.9 -1.7 19.9 5.8 8.3 2.4
1978 12,5 5.1 7.0 -0.8 -%.2 14.6 8.7 5.4 1.3 -1.2 -8.4
1977 10.3 2.2 8.0 0.8 .7 10.4 2.6 7.6 1.9 2.8 9.9
1978 9.8 2.7 6.9 ¢.0 2.9 10.0 .9 &9 .8 4.7 2.9
1979 10.9 2.4 8.3 1.8 7.9 1.0 4.4 6.4 2.0 8.0 5.9
1980 13.5 1.3 12.1 4.0 6.2 12.9 1.7 11.0 3.4 5.9 2.2
1984 2.1 L3 10.7 2.7 ~1L7 1.0 2.7 8.2 0.9 -14.1  -M.9
1982 1.9 1.7 7.t 9.8 -4.5 9.0 2.2 8.7 -0.4 -5.7 -5.3
1983 6.4 1.8 4.6 [ -5.4 1.5 3.8 3.5 t.4 -4,1 ~5.4
United States
1980 9.7 -0.6 10.3 0,5 0.2 10.8 -0.5 1.4 .1 1.8 -0.3
1981 9.6 9.0 6.2 -1.4 10.8 9.7 3.3 4.1 -1.6 12.2 14,0
1982 5.8 2.2 3.5 -l.4 5.8 1.6 8.4 7.4 -0.9 1t 1.1
1983 6.8 1.9 4.8 1.1 3.3 7.7 7.8 2.2 ~2.4 4.8 7.3
Javan
1980 6.4 3.3 3.0 -1 -10.% 8.4 10.4 -1.9  -12.0  -15.6 14,9
1981 8.2 2.3 3.8 -5.0 8.4 6.9 4.4 2.4 -3.6 -8.3 -4.8
1982 5.1 2.0 3. -4.6 -8,7 4.8 3.2 67 -1.8 9.4 1.7
1983 3.7 1.0 2.7 -7 8.3 4.7 1.2 -2.3 -4.9 1.3 b.6
Index Nusbers (1975=100)
European Comeunity
1960 2.3 56.3 39.4 92.7 90.6 21.8 32.4 41.4 82.1 80.3 97.9
1970 51.8 87.2 59.4 94,4 91.2 30.8 85.7 5.3 9.5 88.2 96,5

1980 7.6 134.4 1500 105.8  108.9 1744 12459 M1 HiL0 14 102.9
1984 236,53 1225 192.9 1097 8.4 42,4 138, 175.9 1M 87.2 7.0

Source! *Arteidskosten in de industrie en de economie® {Bijzondere Studies en Adviezen), In: De Economie van
de Bemeenschan.



Tabie I.2

NAJOR EC COUNTRIES, U.5. AND JAPAN: COMPETITIVE POSITIONS
RELATIVE UNIT LABOUR COSTS IN NANUFACTURING a)

t{Indices 1970 = 100)

1960  t981 1982 1983 1984

France 107 105 102 99 98
Seraaav 114 103 147 1407 104
Htaly 9% §1 92 104 102
thited Kingdon 140 143 135 125 122
Belgiun 103 94 8t n 77
Hether 1ands 102 94 95 9N 87
United States 46 12 79 81 88
Japan 114 124 102 111 112

Source: OECD Econoamic Dutlook 38 (Table 51}

a) Calculated in a comsmon currency

Table 1.3

HIGRANT HORKERS IN THE EUROFEAN CONNUNITY IN 1980

Foreign workers in enpioveent

Country Number of
eaplovees  Total extra-EC extra-E€
{thousands) as I originas X origin
eaployees of foreign  as I of
workers eaployees

EC () 87080 5.9 75 ]
feloiun 3128 8.6 40 3
Densark 2048 2.3 70 2
Germanv 21806 9.5 72 7
France 17533 9.3 a4 8
Ireland 853 0.4 75 3
Italy 14704 0.4 80 2
Luxesbourg 137 38.9 38 14
Netherlands 339 4,0 b8 3
#.X. 22512 7.3 62 H]

Source: Sixteenth General Report of the Activities of the
Eurcpean Cossunities. 1982. Pa. 132.
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Table 1.4

EUROPEAN COMMUNITY: ENPLOYNENT SITUATION IN 1980-83

{Thousands)
1980 1981 1982 1983
Civilian labour force 114,972 115,468 116,277  116.495
Kosen in labour forcef(l) 35.8 372 37.5 37.8
Civilian esplovaent 100.278  107.028  104.084  105.212
Civilian emplovees 49.847 88.471 87,531 Bb.4%95
foricattore 2.263 2.148 2.094 2,034
Industry 37,763 36,203 34,940 33.741
Services 49.83% 50.120 30.497 §0.720
Kusber of uneeploveent 8.803 10,660 11.968
as 1 of labour force 7.6 9.2 10.3
Source: Eurostat.
Table 1.5
BROWTH IN CIVILIAN ENPLOYNENT
Aoriculture Industry Services

1960773 1973/81 19460/73 1973/8t

1960/73  1973/81

EC -4.5 -2.8 0.1 -l.4 t.8 1.5
United States -3.4 -0.2 1.7 0.8 ) 2.8
Japan ~4.8 -2.9 3.4 0.1 .7 2.1
Source: Europese Economie. Nr 26. July. 1984, oi3.

Table 1.4

HIGH TECHNOLOGY 500DS: SPECIALIIATION COEFFICIENTS IN INTERNATIONAL TRADE

1963 1970 1978 1981
EC(9:
Total trade .01 0.94 .88 9.78
Extra-EC trade f.1t 1.07 0.96 1.04
Ynited States 1.27 1.18 1.27 1.19
Japan 0.72 1.07 1.27 1.37
Source: De Europese Econosie. Julv, 1983. pt26.



Table 1.7

IMPORT DEPENDENCE ON MINERAL RESOURCES

EC{9) United States Japan

Baurite 1960 35 67 94
1977 n 85 93
Copper 1960 75 0 4
1977 83 13 79
Tin 1340 86-89 85-93 85-86
19 77-85 88-94 90-95
linc 1960 48 44 16
1977 80 55 57
Lead 1960 bt 33 29
1977 55 19 49
iran ore all vears 50-35 +/-30 75-80
Nickel all vears 90-95 83-94 $0-95
fanganese all vears 95-100 93-100 92-97
Phosphate all vears +/-100 0 +/-100

Source: H. van den Huev: "De siinbouwsector in ontwikkelingslanden”
JVB. Tilburo. Mav 1981, o147.

Table 1.8

EC: SELF-SUFFICIENCY RATES FOR SELECTED CROPS af

increase
1979 1974 1978 1980  1970-80

Grains 91 51 92 98 +§
Patatoes 99 100 104 101 +2
Sugar 110 92 123 125 +15
Vegetabies 99 §3 94 nfa nia
Fruit a8 80 17 nfa nla
Stia ailk oowder 100 135 107 13% +35
Cheese 101 107 104 107 +h
Butter 107 93 118 120 +3
Heat 97 98 95 93 +2

Seurce: Eurostat
a/ EC production as a percentage of consuaption.



1/ OECD Economic Outlook 34. December, 1984. Table 24
2/ OECD Economic Outlook 34. December, 1984 Table 26.
3/ QECD Economic Outlook 36. December, 1984. Table 28

4/ In an attempt to reduce governments deficits (and the public
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Table 3)
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growth of import volume in the foreign markets of each exporting
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innovations that take advantage of new technologies appears
stronger in the United States and in . Japan than 1in Europe.
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despite wmuch smaller gains in price competitiveness,. This
probably reflects a nore rapid adaptation of Japanese supply to
changing patterns of product demand in export markets. Eurocpean
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supply the goods and services demanded in recent upturn in world
trade, although they have nonetheless broadly maintained their
share of world markets." (OECD Economic Qutloock 36. December,
1984, Page 13).
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9/ Eurostatistics Data tor Shart-Term Economic Analysis, 12,
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II. TRADE RELATIONS BETWEEN BRAZIL AND THE EUROPEAN COMMUNITY

a) Introduction

The European Community is one of Brazil’s major trading
partners, Bilateral trade with the EC currently represents about
one fifth of Brazil's total foreign trade (one fourth of Brazil's
nonoil trade); the EC absorbs one quarter of Brazil's expoarts and
supplies one eigth of Brazil's tatal imports (one quarter of its
nonoil imparts).

Since the early seventies, the relative importance of
Brazil‘'s bilateral trade with the EC decreased significantly.
This can be explained, among other ftactors, by rising oil prices
which in the seventies ahsorbed ap increasing part of .Brazil’'s
import capacity, by the strong growth of Brazil‘'s exports to
other developing countries, and --in recent years-- by the strong
growth of Brazil's exports to the United States. The share of the
EC in Brazilian imports decreased from around 30% in the early
seventies to less than 13%Z in the eighties. Excluding crude oil,
in the same period the EC share dropped from about one third to
one guarter. The main reason for this reduction is that Brazilian
imports +from the EC are highly concentrated in manufactures
(about 94%, see Table I1.2}, especially capital goods (more than
half of the value of Brazilian imports originating in the EC are
machines and transport equipment -SITC item 7-, again see Table
I1.2), and therefore severely affected by Brazilian import
substitution, the sharp decline in investment and the
strengthening of import restrictions in Brazil.

On the other hand, the EC's share in Brazilian exports has
been more stable, although decreasing. Since its creation, the EC
as a unit ranked first among Brazil's export markets, but it
lost this place to the United States in 1984 (see below).

Exchange rate movements have an important impact on
Brazil's expaorts to the EC. In the seventies the depreciation of
the U.5. dollar against other convertible currencies contributed
to an increase in the competitiveness of Brazilian export
products in the EC market. The real exchange rate of the cruzeiro
against a basket of currencies of EC member states (the nominal
exchange rates divided by relative price indexes and weighted by
the geographical distribution of Brazil's exports of manufactured
products) depreciated mare than 60% between 1971 and 1980,
especially after the extraordinary devaluation of the cruzeiro in
December, 1979 (Table II.9). Due to Brazil’'s exchange rate policy
in 1980 and the appreciation of the U.S. daollar, the cruzeiro
appreciated ggainst the EC currencies in real terms in the last
quarter of 1980, 1In spite of the fact that from that date the
economic authorities managed ta maintain the real value of the
cruzeiro against the dollar, it increased almost 40X against the
EC currencies between 1980 and 1982. The second extraordinary
devaluation ,of the cruzeiro in February, 1983, after which the
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minidevaluations under the crawling peg system fully compensated
for domestic inflation, impraoved the competitive position of
Brazil's exports. Hawever, the continuous appreciation of the
u.8. dollar against EC currencies made the extraordinary
devaluation insufficient to restore the export competitiveness in
the EC market attained with the devaluation in Deceaber, 1979.
The further appreciation aof the dollar against EC currencies in
1984 and early 1985 seriously affects Brazil ‘s exports,
orincipally af industrial products, to the EC.

The bilateral Brazil-EC trade balance traditionally has
been in favour of Brazil, except for some years (principally in
1974/75). From those years on, the EC has registered a continuous
and growing deficit in its bilateral trade with Brazil. The
deficit af $3.8 billian registered in 1983 (according ta
Brazilian trade statistics, see Table II.1) is ane af the largest
bilateral trade deficits of the EC (next to that with Japan and
some 0il suppliers). In the present emphasis on bilateralism in
international trade relations, the trade deficit vis-a-vis Brazil
might be a motive for taking selective protectionist measures
against this country, which in principle could be an additional
explanatory factor for the decline in the share of Brazilian
exports shipped to the EC. The low share of manufactures in
Brazil’'s exports to the EC, as compared to its exports to the
United &States, could also be an indication of relatively more
difficult market access.

However, in the wearly eighties Brazil has managed to
increase its share in extra-EC imports, fram 1.35% in 1980 to 1.7%
in 1981, 1.9% in 1982 and 2.1% in 1983 (Table I1.8), 1t seens
that the reduction of the EC share in Brazilian exports must be
attributed to the slow growth of extra-EC imports from all
origins, rather than to selective trade restrictions imposed an
imports from Brazil.

As a wunit has, 1in recent years, the EC lost its first
place as a market for Brazilian export products to the United
States 1/. In the first six manth of 1984 the United States
contributed more to Brazil's merchandise trade surplus (badly
needed for Brazil's foreign debt servicing) than the EC, in spite
of the fact that Brazil has traditionally achieved large and
growing trade surplusses with the EC, while its merchandise trade
with the United States showed a deficit throughout the seveaties.

The decreasing impartance of the EC vis—-a-vis the United
States as an export market for Brazilian products can be
explained principally by three factors: (1) economic recovery in
the United States 1is much stronger than in the EC, (2) the
appreciation of the U.S. dollar against the currencies of the EC
countries, and (3) the sharp decrease in world market prices of
primary products which had a greater impact on the value of
Brazilian exparts to the EC than to the United States {as in the
first case, its share in total exports is much larger). {See
Table II.5}
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bl The EC as a

market for develaoping countries

For most developing countries the EC is still the principal
export market, although compared to other developed market
economies the growth of imports from third countries into the EC
has been slow. In part this is a result of reduced imports of
oil, facilitated by the success of Western Europe’s energy
policies and the exploitation of the North Sea oil fields. The
main reason however, 1is sluggish economic growth in the EC. In
the seventies the relative importance of the EC as a market
outlet decreased for all developing regions (Table Il.6).

Compared to other countries in developing Americas, the EC
played a large role in Brazil's exports in the seventies, while
--far Latin American standards-- the United States was relatively
underrepresented. (In 1980 Brazil shipped 274 of its exports --in
value terms-- to the EC and 17% to the United States, while other
member countries of the Latin American Association for
Integration (ALADI) shipped 17% of their exports to the EC and
33% to the United States). This can be attributed mainly ta the
importance of the EC as an export market for agricultural
products. In 1980 Brazil shipped about one third of its
agricultural exports (SITC items 0+1+221{+4) to the EC, a larger
share than that of all developing countries together (29%),
especially that of the other ALADI countries (26%). Among other
major developing regions, only Africa shipped a larger share
(G7%) of its agricultural exports to the EC. On the contrary, in
1980 the EC absorbed only 16.5% of Brazil’'s exports of
manufactures (SITC items 5-8), a lower share than that of other
developing regions.

In spite of an impressive export diversification achieved
principally in the seventies, agricultural products still account
for around 40% of the value of all Brazilian exports (Table
[1.5). Agricultural products still dominate Brazil's exports to
centrally planned economies and represent more than 40% of its
exports to developed market economies. In 1982 agroindustrial
products accounted for more than half the value of Brazilian
exports to the EC. Brazil's agricultural exports to other
developing countries are relatively less important and heavily
cancentrated in products which are traded principally among
develaping countries, such as sugar and oils and fats. (see Table
I1.6).

The EC constitutes Brazil's most impartant export market
for agricultural products, absorbing about one third of the value
of agricultural exports (Table II.3}. Only two products, coffee
and animal feeding stuff, accounted for abhout two thirds of total
agricultural exports in 1982. Other important foaod items are meat
preparations, fruit juices (principally frozen concentrated
orange juice), cocoa and unmanufactured tobacco. Exports of soya
beans have decreased strongly after 1975 in favour of soya
products with a higher level of elaboration.
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In Table I11.46 Brazil's principal agricultural exports by
regions of destination are classified according to the dominant
patterns of trade between north and south., (This classification
is somewhat ambiquous, especially with respect to south-south
trade; there is a tendency to self-sufficiency in the main
regions and trade in these products is usually small coapared to
production).

Brazil is one of the major suppliers to the EC market for a
series of agricultural products and for many products its share
in extra-EC imports increased in the eighties, notably for green
or roasted coffee (surpassing Colombia), coffee extracts and oil
seed cakes (see Table II.7). Brazil's share in total extra-EC
imports aof agricultural products increased from 5.9% in 1970 to
10.1% in 1982,

These figures seem to indicate that at the aggregate level
EC oprotectionism in agriculture has not affected Brazil wmore
severely than other exporting countries. The Common Agricultural
Palicy directly affects Brazil ‘s exports of products like sugar,
fruits and vegetables (especially in the case of sugar eventhough
exports to third markets are also affected). In the case of
soybeans, domestic production in the EC is insignificant,
although competition with EC producers exists, because different
types of oils and fats can be substituted. For this reason
Brazil ‘s export possibilities are affected by CAP, which through
support policies, tries to increase the degree af self-
sufficiency within the EC. In the case of many tropical products,
Brazil ‘s exports to the EC suffer a disadvantageous position vis-
a-vis CAP countries (principally in West Africal, which enjoy
preferential tariff treatment. The reduction in Brazil‘s share in
EC imports of cocoa in the second half of the seventies might he
‘attributed to this factor.

d) Brazil s exports of raw materials to the EC

In raw materials, excluding fuels, (SITC item 2) Brazil's
share in EC imparts increased slightly during the seventies,
however, imports from Brazil are erratic. Iron ore accounts for
more than 350% of the value of EC imports from Brazil in this
commodity class. Brazilian exports are hampered by the structural
crisis in the European iron and steel industry. Trade flows are
possibly wmore the result of attempts by large European steel
carporations to control and diversify their supplies than of
selective import controls imposed by the EC.

The international division of labour has undergene profound
changes in the past decade. A number of developing countries have
made important inroads into the EC market 1in the seventies,
especially the countries of South and South-East Asia. Althaugh
their overall import penetration rate is still small, the impact
on the European market has been significant, mainly because trade
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has been concentrated in a relatively small number of oproaduct.
like textiles, clothing and consumer electronics. Latin American
countries generally lagged behind South-East Asia. Since 1970,
Brazil --the number six develeping country supplier of industrial
products to the EC-- has increased its share in all extra EC
imports and in imports originating in developing countries, in
spite of which only about 1% of total extra EC jimports of
industrial products in 1982 originated in Brazil.

The most important manufactured products that Brazil
exports to the EC are bath traditional, and import sensitive,
items such as textiles, iron and steel, footwear and clothing and
"new" export products such as power machines and transport
equipment. In recent vears transport equipment constituted by far
the most dynamic item of Brazilian experts to the EC, which can
be attributed largelv to the export of passenger vehicles by the
FIAT cancern.

The structure of Brazil ‘s exports af industrial products to
developed market economies show marked differences from that of
maost other NICs. An important characteristic is its relatively
high level of diversification. The share of the largest praduct
{(defined at the tuo-digit level of SITC)! in all industrial
products imported into the EC from Brazil 1is 1iess than 20%
(textiles represented 15% in 1982 and transport eguipment 18% in
1983}, while clothing accounts for more than half of the value of
EC imports from Korea and Hong Kong. The principal industrial
products imported into the EC from Brazil in the period 1960-1983
and their average shares in the value of total imports of
industrial products from Brazil are:

SITC 45 Textiles 17.3%
SITC 78 Transport equipment 16.2%
SITC 47 Iron and steel 11.2%
SITC 7t Power generating equipment ?.6%
SITC 61 Leather, leather manufactures 3.5%
SITC 85 Footwear, etc. 3.0%

Source: Table II.8

Compared to some other NICs (such as Mexice and Singapore),
aff-shore production, subcontracting and other forms of
elaboration of imports from industrialized countries is a less
significant source of trade for Brazil. One reason is the local
content requirements in Brazil. This partly explains the relative
underrepresentation of clothing and electronics in Brazil's
exports to the EC and other industrialized countries 2/.
Subsidiaries of EC based transnational corporations have a high
participation in Brazil's exports of machines and transport
equipment to the EC 3/.
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Table Il.t

BRAZIL: TRADE WITH THE £UROPEAN CORNUNITY a)

value of Brazil/EC trade annual rate trade with the &C as a 1
{$ aillions. FOB) of variation {1) of total foreion trade

periad exports iamports balance ewports isports  exports all  imports
imports excluding
crude oil

1950 34 350 - -3.4 16.7 28,9 28.0 .
1941 405 323 397 18.5 -1.6 28.8 25.0
1962 373 332 41 -7.8 2.7 36.7 25.4 .
1963 341 329 135 29.7 -0.9 34.4 25.4 .
1964 477 237 249 -1.4 -28.0 33.3 21.8 24.9
1965 522 207 314 9.4 -12.5 32.7 22.0 25.3
1966 554 2835 269 4.2 37.4 it.8 27.4 24.2
1967 540 354 206 1.2 4.4 33.9 2.4 26.4
1948 597 509 89 6.6 43.5 31.8 27.4 29.4
1969 835 584 251 39.8 14,7 36,8 9.3 31.6
19790 967 739 228 15.9 26.7 35.3 9.5 3.7
1971 969 1003 -34 0.2 35.7 33.4 30.9 33.5
1972 1378 1336 23 42.2 35.2 38.5 32.0 3.9
1973 2318 1772 338 87.6 30.8 37.3 28.6 3.7
1974 2452 3159 ~707 bt 78.2 30.8 25.0 3t.3
1975 2429 3052 ~622 -9.9 -3.4 28.0 25.0 32.1
1974 313 2513 400 28.1 -17.6 3.7 20.3 28.2
1977 3922 2326 139 25,6 -7.4 32.4 19.3 .6
1978 3799 2553 1246 -3.t 9.7 30.0 18.7 26.5
1979 4394 3274 1318 20.9 28.3 30.1 18.1 27.7
1980 3484 3515 1951 19.¢ 2.3 27.2 15.3 2.9
198t 3933 2978 2955 8.3 -15.3 25.5 13.5 8.9
1982 G443 2541 3002 -8.3 -18.90 27.¢ 12.6 24.8
1983 3687 1863 3824 4.5 -23.7 26.9 12.4 4.5

Januarv-June
1983 2816 929 1888 . . 7.4 12.4 26.5
1984 3056 794 2263 B.% -14.5 24,2 13.9 25,7

Source: Banco do Brasil/CACEX,
al Including Greece.
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BRAZIL: INPORTS FROM THE EURDPEAN COMMUNITY a)

Table 11.2

value {$ pillions, FOB)

percentage breakdown

SITC fescription
1975 1980 1982 1975 1980 1982
Al coaendities 13447 3937.1 2647.7 160.0 100.0 100.0
0+14221¢4 A1} fpod iteas 8¢.% 120.6 92,3 2.7 3.1 3.5
[ Food and live animals .9 109.6 3.4 2.2 2.9 3.1
022.2 Milk and creas drv 2.9 49.4 13.7 0.1 1.3 0.3
048.2 Malt. includine flour 37.2 27.4 35.4 1.1 0.7 1.3
24-221343  Crude paterials 76,3 94.2 8.3 2.3 2.5 2.5
2¢-221} Crude materials. excl. fuel 41.46 4.5 35.6 1.2 t.4 1.3
3 Hineral fuels 34.7 39.7 3.7 1.0 1.¢ 1.2
3+b47¢8  Manufartures 3176.7 36123 471.2 95.% 94.1 93.6
5 Chenicals 545.5 920.4 582.5 16.3 24,0 22,0
512 Oraanic cheaicals 195.8 442.4 5.7 3.9 1.5 10.4
53 Dves, tanning, colour products 36.2 59.9 37.7 .1 1.4 1.4
541 Medical etc. products 44.8 57.8 50.2 1.4 1.5 1.9
561 Fertilizers sanufactured 6.1 94.7 32.6 t.8 2.5 1.2
381 Plastic materials 58.9 90.3 8.3 1.8 2.4 2.4
599 Cheaicals HES 50.9 85.2 50.3 1.5 L7 1.9
6 Basic manufactures 805.7 502.9 377.9 24.1 13.1 14.3
87 Iran and steel 499.4 228.7 166.2 14.9 5.0 6.3
674 Plate, sheet 245.4 128.5 61.6 1.3 3.3 2.3
678.3 Thin uncoated 48.1 73.4 34.9 1.3 2.1 1.3
48 Non-ferrous metais 73.9 74.5 45.6 2.2 1.9 1.7
&9 Metal manufactures NES 90.2 77.7 87.4 2.7 2.0 2,4
7 Hachines. transport equipeent 1703.3 2036.7 £399.1 50.9 53.1 52.9
n Non electrical machinery 1184.8 $248.8 731,90 35.4 32.5 22.6
HiY Power sathinerv non-electric 89.1 113.9 115.8 2.7 3.0 4.4
711.5 Piston engines non-air 10,4 89.4 52.7 0.3 1.8 2.9
"3 Metalworking eachinerv 196.9 423.9 74.7 5.9 1 2.8
"1 Textile, leather smachinerv 149.1 §7.7 59.5 4.5 2.5 2.2
718 Machines for special industries 139.3 83.3 40.9 4.2 2.2 1.5
719 Machines NES Nonelectric 501.0 471.8 406.1 15.0 12.5 15.3
72 Electrical sachinery 382.7 5348 420.0 11.4 13.9 15.9
22 Power machines, switthoear 120.7 28%.6 215.2 3.6 7.5 8.1
722.1 Electric power machinerv 42.2 120.6 106.8 1.3 3.1 4.0
7.2 Switchgear, etc. 78.5 168.9 108.4 2.3 4.4 4.1
3 Transport equipsent 135.5 233.0 248.1 4.1 [N 9.4
732.8 Motor vehicle parts 45,9 7t.0 55.2 1.4 1.9 2.5
734 Aircratt 15.5% 107.1 173.8 0.5 2.8 6.6
8 Mist, panufactured cocds 122.2 152.8 117.7 3.7 4.0 A4
844 Instrusents. apparatus 62.8 87.4 85,2 1.9 2.3 2.5
9 Goods not classitied bv kind 1.3 8.4 10.9 9.0 0.2 0.4

Source: United Nations. Comeodity Trade Statistics. Statistical Papers. Series D.
a) Including Greete,
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Table I1.3

BRAZIL: EXPORTS T THE EUROPEAN COMMUNITY o)

percentage exports to the £C as
value {§ millions. FOB) breakdown ¥ share of tot, exports

197% 1980 1982 1975 1980 1982 1975 1980 1962

Al]l coseodities 24120 5346.2  5422,7  100.0 300.0 100.0 27.8 244 26,9

Atl food iteas 1539.1  3108.6 2803.8 63.8 36.1 S1.7 32.8 3.4 3.t

0 Food and live animals 964.9 2640.7 2515.2 40.0 49.4 444 7.2 B4 3.8
01 Meat and preparations 62.5 143.8  276.8 2.6 27 54 4.4 26,6 3.2
01t Fresh, chitled or frozen meat 30.1 352 Ha.7 1.2 06 2.2 4.4 11,5 22.4
013 Tinned or prepared meat 32.4 110.5 159 1.3 At 2.§ 40.9 4.1 5.8
053.5  Fruit or vegetable ivice .7 192.4 181.5 1.9 36 33 52.1 52.8 30.9
061.5  Molasses 14.7 36.0 153 0.6 Lo 0.0 32.3  48.0 100.0
o7 Coffee 289.6  966.9  818.1 1.0 181 151 3.0 349 384
0711 Cotfee green 257.2  883.2 B4 107 fa 13,2 30.t 347 387
071.3 Coftee essences, extracts 323 1037 9.7 L3 1% .8 40.5 361 3.t
072 Cocoa 72.5 112.5 12,2 3.0 21 2.1 .7 tet 26,2
g8t Anisal feedino stuff 298.1  1094.5 1039.7 12,4 20.5 9.2 8.8 48.3 39.0
08t.3 Yeoetable oil residues 270.3  1000.6  961.3 1.2 1.7 17.7 54.3 bb.7 §1.3
1 Beverages and Tobacro 82.2  143.2  210.8 34 28 3.9 $3.8 48.3 83
121 Uneanufsctured tabacco B3  145.5  209.3 34 27 39 56.7 502 445
2 Gil seeds. nuts, kernels M5.6 1893 9.0 185 28 0.2 62,5 359 b8
221.4  Sova beans 438.8 140.0 4.5 t8.2 2.6 0.1 4.1 355 3.4
4 Animal or vegetahle ails and fat .4 169.4 48.8 9 32 L3 17.4 4.5 12.7
421.2  Sova bean oil [ %) 356 5.6 0.2 0.7 0.1 34 8.5 1.5
422,35  Castor oil 18.4 37.9 16.3 0.8 07 03 34,6 345 360
Crude saterials 454.1 981.4  1100.6 18.8  18.4 20.3 8.7 3.3 w.8

k23 Wpod. lusber and cork 30.5 71.3 54.3 1.3 1.4 1.2 34.5 36,0 45.4
2 Textile fidres 3.3 7.4 42.5 23 LI o8 36.7 43.8 2.7
2{-221) Crude aaterials. excl. fueis 449.0 9.2 9917 i8.6 18.2 183 32.5 3.8 313
281 iron ore. concentrates 3168 SB7.2 kA0 13,1 1L 123 4.4 375 3.6
3 Mineral fuels. etc, 5.1 10.2 108.9 9.2 0.2 2.0 2.5 29 7.5
-8 Manufactures 396.5  1255.2  1518.3  16.4 235 2B.0 17.8 1.5 19.4
3 Cheaicals 48.0 117.9 138.0 2.6 22 3% 5.9 a3 152
4 Basit sanufactures 258 570.¢ 5218 8.9 1.7 9% 8.8 2.8 20.7
&1 Leather 27.8 62.2 8.5 1.2 1.2 11 62,3 48.9 1.5
&3 Woad. cork. manufactures 333 75.0 %2.2 L4 L4 10 83,7 3.8 3%.3
&5 Textile varn, fabrics 99.6 213.8 14,3 4.1 0 3.2 3.7 327 38
67.68  lIron and steel. setals 6.1 175.5 183.2 1.2 3.3 34 95 1.9 k.6
&7 Iron and steel 2i.4 1865.8 164.2 8% 33 3.0 12.5 18.8 164
87t Pig iron. etc, 17.3 91.3 84.4 0.7 1.7 1.2 15.1 3.4 28,1
871,2 Pig iranr, intl, cast iron 3.9 3.0 19.1 6.2 0.7 0.4 59 3.6 2.9
671.5 Other terro-aliovs 13.5 52.9 5.0 0.6 1.0 0.8 3.1 3.7 2.8
b72 Iron. steel. prisarv foras 2.9 17.3 9.1 0.1 0.3 0.2 40,3 27,1 8.
873 Iron, steel shapes 9.2 20.7 2.9 0.0 44 0.2 1.0 2.5 7.3
474 Iron. steel plate, sheet 0.3 27.4 8%.7 60 05 13 2.0 11,5 18.9
7 Nachines, transport equipment 8.6  398.0  709.2 2.8 1.4 13t 7.7 L7 205
7i11.5  Piston engines non-air 2.9  133.9  129.8 L0 25 L% 2.2 3.4 39.9
7143 Statistical sachines 3.8 2t.8 7 0.1 0.4 08 7.0 139 183
724 Telecomaunications equipaent 7.5 2.9 7.5 0.3 04 0.5 1.8 15.4 15.2
n Transport equipaent 4.5 143.6  32.7 &6 7 80 4.9 107 265
132 Road motor vehicies 3.0 1168 I 0.5 22 e 4.8 11,2 3.5
732.1 Passenger vehicles -, 5.2 a3 - Lt A3 - 1.5 50.5
732.8 Motor vehicle parts 13.0 40.6 47.8 0.5 €8 0.9 A1 8.4 139
8 Misc. aanufactured goods bt 1693 H9.5 2.7 12 28 16.4  19.5 160
84 Clothing ’ 6.9 56.8 35.9 t.1 1.1 0.7 26.4 41,2 37.8
831 Footwear 4.8 78.7 57.8 0.7 1.45 L.t 10.2  19.§ 1.5
9 Soods not classd bv kind 2.3 1.0 - 0.9 0.0 - 12.5 0.4 -

Source: United Nations. Cossaditv Trade Statistics. Statistical Papers, Series D.
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Table 11.4

EXPORTS OF DEVELOPING COUNTRIES 70 PRINCIPAL INDUSTRIALIZED COUNTRIES

exports (§ eiilians. FOB) percentage share of exports shipoed to:

World European Eurapean United States daoan
Comnunitv a/ Compunity a/ and Puerto Rico

1976 1980 1970 1980 1970 1980 1970 1980 1970 1980

All coanodities (SIIC 6-9)
At} develeping countries

and territories 54944 558960 18424 146206 35.5 26,2 8.4 20.9 108 159
BPEC 17985 308453 7732 41232 3.0 29.8 9.7 18.4 3.1 (1.3
Nan-0PEC 36959 252307 10492 54974 8.9 2t.8 227 5.9 9.8 9.8
Latin Aperica. Laribbean 17510 110463 4554 19729 2.0 17,9 3.4 385 54 40
ALADY 12632 79660 3765 15458 9.8 19.4 30,0 28,9 34 5.0
brazi) . 20132 .. 3346 o 2b.b .o 114 .- &.4
Other ALADI-countries . 5948 o 10028 P T . 32.8 PR N
Arics 12028 93524 7308 38478 40.8  41.1 67 3.5 40 2.8
West-Asia H03BL 2107(1 3976 65573 37,6 3.1 2.2 %.8 195 0.2
South and South-East Asia 14355 142079 2420 21704 16,9 15,3 2.1 2.0 163 2.0
16.2 14,2 5.4 ZbL

Bceaniz 476 2184 1 722 34.9 351

A} food iteas (SITC 0¢142244)
Al developing countries

and territaries 14357 43276 5195 18143 35.7 8.7 237 thS5 5.5 A
GPEC 1147 M7y 517 1287 3039 1.3 18y &4 13
Non-OPEC 13410 59105 4618 14854 34.4 283 242 164 5.5 6.4
Latin Aeerica. Caribbean 7179 3159 2334 8172 3.5 259 30.4 2.8 47 2.8
ALADT 4384 2M943 1834 ad19 36.8 29.3 307 28 41 28
Brazit .o 314 o 3109 o 354 o 0 oo 30
Other ALADI-countries .o 12629 o 3B o 26,2 . 248 o A7
Rfrica 3502 10229 1889 5274 53.9 Sl.é 145 9.9 .3 2.4
Hest-Asia 820 2748 199 TN0 2.4 1.8 %5 46 b1 LS
South and South-£ast Asia 3045 17734 693 3807 2.8 2.3 2.0 1053 121 185
Gceania h3¥4 949 8 32 3.2 3.8 297 7.8 7.1 6.4
All aanufactured qoods (55TC S+b+748)

All develooing countries
and territories 13142 11140 3633 24764 7.8 22,3 2.2 5.8 1.0 L
OPEL M2z %Y 140 1938 30 286 A3 33 AR LA
Hon-DPEC 12730 104389 3513 22806 2.6 U8 & .8 T.0 b9
Latin Aserica. Caribbean 3357 21444 1131 4492 337198 7.8 20.2 43 G
ALADI 2708 1831 1003 3679 3.1 20,1 419 3¥.2 50 5.8
Branl . 7591 . 1253 o 16,5 .o 182 W 38
Dther ALADI-countries . 16720 .. 2824 . 228 . 439 oW T2
Africa 2505 8070 1309 3470 2.3 97,2 L2 84 102 5.8
West Asia 483 7055 8 1880 17.8 2.6 3.3 f.& L1 &0
South and South-East Asia 6715 76296 1062 14993 5.8 19.7 346 27,7 LS 1.8
Oceania 8 353 &5 2% 7.4 649 1LY 130 L2 1.3

Manufactured goods. exciuding 1ron and steel and non-ferrous metals (SITE Ses-{67+68)+7+8)

All develoning countries

and territories 8932 9535 1581 19629 1.7 207 30,2 246 4.4 5.2
OPEC o 518 82 1285 22 2850 L3 3T A7 a3
Han-QFEC B&31 90776 1499 18534 7.4 20.4 310 258 44 &
tatin America. Caribbean 1668 13399 267 2234 150 145 322 21,2 1.3 25
ALADE 1058 12583 166 1901 15,7 154 356 20.¢ 1.6 1.9

Brazi} P 1131 .o 108D .o 183 o 185 oo 37
Gtber MADI-countries . 977 . 821 oo 43T o 82 . (XY

hirica 750 3N Wi 27 3%y kY Ly L3 03 03
West Asiz 451 5192 83 1519 8.4 24.5 3.5 1.8 3.4 &.4
South and South-East Asia 8011 70564 932 1385 15,8 19.6 353 285 5% 1.3
Oceania 1 82 1 12 .1 19.4 18,2 A1 %1 177

Source: UNCTAD. Handbook of Internatianal Trade and Developeent Statistics. Tables A1-A10.
United Nations. Comsuditv Trade Statistics. Gtatistical Paoers. Series I.

2} exciuding breece.
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Table I1.3

BRAZEL: COMPOSITION OF EXPORTS BY SELECTED CONMODITY CLASSES AND REGIONS OF DESTINATION

value {$ nillions)

percentane breakdown

Regions of destination
1975 1980 1982

1975 1980 1982

Horld

All coemodities ab 8491 19854 19923 104 100 104
ALl food iteas b) 4489 9314 7995 55 47 49
Crude materials c) 1580 2950 4104 19 13 2
Manufactured ooeds d) 2222 7594 7824 26 38 39

Develaped sarket econosies

A1l coeeodities a) 5397 11757 12383 100 100 to¢
#11 food items b) 3095 6127 531 57 52 M
Crude materials c) 1168 2473 2668 2 9 23
Nanufactured goods d} 1134 3457 §144 U 29 34

European Cosmunity e}

All commodities a) 2407 5485 5423 160 140 100
All food iteas b) 1554 3164 2804 54 38 52
Crude materials ¢} 458 986 1101 13 18 20
Nanufactured aopds d) 398 1316 1518 1 24 8

United States-Puerto Rite

All cosmodities a} £308 3494 4140 160 109 100
All food iteas b) 422 1843 1514 18 33 36
Crude materials c) 239 2583 778 18 7 19
Nanufactured goods d} 447 1380 1846 34 40 45

Japan ’

All comacdities a) 870 1232 1304 100 100 100
fll food itees b) 59 278 28 39 3 19
Crude materials c} 330 665 754 9 34 38
Nanufactured goods d} 81 289 307 12 23 23

Centrallv planned econonies

All coseodities a) 830 1381 1249 100 100 100
Al food itess b) 708 1010 949 83 73 76
Crude materials ¢} 80 190 i72 10 i4 14
Manufactured anods d) 42 184 12% § 13 1

Develoning countries

#11 cospodities al 2263 6419 4279 100 100 160
Al1 food iteas b) 887 1884 1473 39 il a
Crude saterials ¢) 332 587 1052 15 9 17
Hanufactured goods d) 1046 3952 3562 46 82 56

Source! United Nations, Coamoditv Trade Statistics. Statistical Papers. Series .

a) excluded goods not classified bv kind {SITC 9)
b} SITC 0+14221+4

c) SITC 2-22143

d} SITC 5-8

e} including Greece.
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BRAZIL: AGRICULTURAL EXPORTS BY CONNODITY GROUPS ACCORDING TG DONINATING WORLD TRADE PATTERNS AND DESTINATION (19801

Table I1.6

SITE
4} selected comacdities
North-South trade
04 Cereals and preparations
02 Dairv products and esos
1 Beverages

01t.4  Poultry

South-North trade. traditional

(73 Coffee

072 Cocoa

0741  Tea

075 Spices

12 Tobacco and manutfactures

South-North trade. new
013 Heat. tinned or prepared
3 fish
03t Fruit and vecetables
081 Anisal feeding stuff
22t Dils seeds. nuts, kernels

South-South trade
LY Sugar and preparations
4 Dils and fats

% millions, FOB

percentage breakdown by countries or regions of destination

Horld EC  World DMEC a/ EC 4sA  Japan bC &/ CPE o/
9127 3034 100 100 160 100 100 160 100
258 4 3 - - - i 13 H
i 2 - - - - 1 1 -
13 - - - - - - 1 -
13 i - - - - - 1 -
209 - 2 - - - - it 1
3834 1229 42 50 4 57 73 i1 4
273 947 30 39 32 42 62 7 2
697 13 ] 4 iz 9 i 2
12 2 - - - - - - -
5 - i { - - - i 1
295 147 3 4 3 3 1 2 1
2949 1581 32 31 52 17 25 17 29
251 33 3 3 4 H 1 2 -
133 4 1 /3 - ] 10 1 -
544 21 [ 7 7 7 2 5 -
1608 1097 18 19 36 - ] 8 2
416 149 3 b S - H t L]
2089 0 a3 12 7 2% { 39 H
1398 37 18 ] 2 23 38 18
494 164 8 4 3 2 i 2 [

Jource: United Nations. Comeoditv Trade Statistirs. Statistical Papers. Series D,
af Develooed aarket econoav countries.

b/ Developing countries.
cf Centrally plarned econoaies.
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Table I1.7

BRAZIL: SHARE IN EXTRA-EC IMPORTS BY COMNODITY CLASSES

all extra-EC imports

isports fros developing countries

1970 1975 1979 1980 {9B1 1982 1970 1975 1979 1980 1981 1982

Al]l cossodities

Food, beverages and tobacco 5.9 &3 74 719 9.8 1. 12,5 1.4 3.8 14.9 19.2 19.2
Coffee 16.7 23.9 6.1} 8.9 21.4 25.2 16.9 203 16,2 18.9 21,5 Z5.3
Cocoa 3.6 87 81 73 5.8 &b 3.7 9.2 82 7.4 59 4.8
Tobacco 4.9 7.0 it4 8.7 L6 fLS 20.6 7.1 23.9 8.7 20,3 223
Fruits and veqetables t.2 1.5 2.5 26 3.2 3.8 25 3.2 85 55 &1 1.2
Fish 0.3 0.5 0.8 0.2 0.2 0.1 1.4 1.5 0.4 0.6 0.4 0.4
Anieal feeding stuff 7.3 4.2 2.8 225 9.7 5.8 4.0 27.9 40.9 45.0 55.0 48.2
Sugar 5.9 9.6 40 43  bF 0.4 7.8 1.8 48 70 7.0 0.5
Meat preserves 45 40 3.3 A48 9.6 L8 10.2 183 10, 143 27.8 359
Sovheans 4.7 2.5 3.5 43 ¢ 94.2 93.3 147 25.5 223

Crude aateriais, including fuel. )

oils and {ats 3.8 5.5 3.4 42 4t 1.0 168 10.7 13.7 3.7
Oils and fats 57 2.9 54 8.9 83 3.2 1.3 4.8 8.0 8.8 1.9 4.9
Iron ore 149 20.3 B0 27.6 3.9 303 7.9 3.4 528 5.0 543 555
¥ood 9.9 1.5 1.5 1.4 2.0 1.8 2.8 9.2 5.3 5.4 1.7 6.7
Pulp 0.0 0.0 2.1 35 34 4O 0.0 0.3 50.1 42.9 40.9 O5b.1
Cheaicals 0.3 0.6 0.5 0.6 9.7 0.8 8 7.0 468 5.4 8.0 7.9

Kachinery and transport equipaent 3 03 0.7 07 0.9 1.2 18.4 7.6 8.6 8.7 10.3 13.2
Other manufactured gonds 0.4 09 L0 1.6 L0 L3 .8 3.9 41 40 3.8 4.9

Source: data provided bv GECD and Eurostat.
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Table 11.8

SHARE OF BRAZIL IN EXTRA-EC INPORTS

[

07
08

2

42

23
%
8

Atl ¢ood iteas ai

Food and live anipals
Meat and aeat orap.
Vegetables and fruit
Cotfer. cacao. etc.
Anipal feeding stuff
Beverages and tobacco
Oil seeds. oil nuts
8ils and fat
Vegetable oils

{rude aaterials

Crude mat. exc. fuels
Wood and cort
Puip and waste paper
Hetalliferous ores
Mineral fueis

Hanufactures

Chesicals

Basic panufartures
Leather. leather man.
Yarns. fabrics
Iron and steel

Hachines. transp. equipa.

Power generating mach.
Road vehizles

Hisc. nanuf. qoods
Footuear

Goods not classed by kind

Total extra-EC ieports

isports frow Brazil

share of Brazil (1}

1980 98¢ 1982 1983 1980 1981 1982 1983 1980 1991 1962 1983
269852.%  303799.1 321466.9  328487.7 4126.7 §223.9 al19.4 4776.8 1.5 1.7 L3 2.4
30684.2  33448.2  36320.2  37930.5 22290 29284 MEUIN] 3874.3 73 8.7 8.8 10.2
23907.9  26399.%  2838t.9  296084.3 1916.9 2635.1 2937.1 3504.0 8.0 0.1 10.3 {7
1928.4 2203.8 2496.4 2354. 92.3 208.4 289.0 370.8 4.8 $.9 11.6 15.8
4515.9 7083.2 Ta16.? 7690.4 168.5 21.0 291.0 380.3 2.6 3.2 3.8 4.9
5764.9 5389.4 8262.6 6734.8 803.2 893.0 1147.8 1324.0 13.9 t4.6 8.3 19.7
3380.7 2389 4571.4 5829.4 7862.5 1242.7 1179.1 1383.4 2.b 29.4 2.8 A.6
1928.5 1889.7 2273.4 2573.3 i13.7 1217 169.2 247.7 5.9 4.4 7.4 8.5
nN.8 3728.0 3856.7 3629.8 107.2 62.3 i1.6 9.3 3.3 .7 0.3 2.8
1578.9 18314 1808.2 1843.1 92.1 85.3 it 50.3 5.8 5.2 3.2 3.3
1557 t167.9 1203.1 1326.3 85.7 9.1 30.3 §2.3 7.5 7.4 4.2 1.9
109414.4  128169.3  130545.6 123919.2 920.7 {1319 1279.4 1330.8 0.8 4.9 1.0 1.1
M4230.4  24637.3  M474.3  26576.9 901.3 1098.8 1165.9 12515 3.7 4.5 4.8 4.7
5902.4 S131.8 5089.4 59813.8 84.4 105.3 89.5 118.5 1.4 2.1 1.8 2.1
3044.3 3784.4 3657.0 3656.5 108.9 134.8 145.3 153.6 3.6 3.4 40 4.3
T0E5.4 8931.6 8384.6 8426.0 629.4 775.9 839.2 806.4 9.0 1.2 12.7 12.5
85384.0  103531.4  106071.3 973423 19.2 331 113.5 5.3 0.0 0.0 9.1 0.1
109050.5  120a56.5 130542.9  144778.2 940.4 1122.8 1565.8 1459.5 0.9 0.9 1.2 1.0
H373.8  13111.8 143815 16185.8 b6.8 9.1 4.3 145.0 0.4 0.7 0.8 9.9
37647.7  35030.%1  38138.3  40906.5 499.3 4781 708.9 629.4 1.3 1.4 1.9 1.5
1174.6 1059.6 1278.4 1314.4 5.8 2iB.8 82.5 8.7 4.8 S 8.5 6.7
6313.4 §205.7 8694.9 12911 2090.0 198.4 236.8 246.9 3.2 3.5 3.4
4262.9 §310.7 §710.¢ §572.8 134.2 84.8 239.8 109.6 1 2.0 8.2 2.0
37852.9  #7160.5  50909.4  5B433.1 8533 419.3 405.4 540.3 0.7 0.9 1.2 0.9
30%6.5 44387 9409.8 5992.5 88.0 139.2 150.1 i12.6 .8 3.4 2.8 L9
7212.2 B424.7 9302.6 110914 78.9 148.5 1.0 265.2 i t.8 3.8 2.4
224761 233541 270937 29276.8 i2t.0 135.3 {37.2 44,8 6.5 0.5 9.5 0.5
1515.9 1410.3 1466.9 1702.9 9.0 70.4 46,1 40.8 4.5 3.0 4.5 3.6
3965.5 6514, 6733.0 7029.8 9.6 47 52.4 6.6 0.2 0.1 0.8 9.2

Source. NINEXE
a) 04142244
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Table I1.9

BRAZIL: TRADE WEIGHTED REAL EXCHANGE RATE INDEX a/

1980 = 100

Hajor trading United

Period partners b/ States EC ¢/ Japen LARL ¢/
1971 #3.7 75.3 60.0 55.4 54.9
1972 45,3 75.3 45.0 83.6 .7
1973 49.2 .7 £9.3 73.3 5.2
1974 72.7 75.3 70.5 7.0 70.4
1975 7.5 78.9 73.7 73.2 43.8
1976 72.9 80.3 70.0 3.7 56,5
1977 73.5 81.1 73.9 78.4 8.3
1978 77.0 81.7 80.3 91.2 87.5
1979 87,2 88.1 89.46 89.9 83.6
1980 100.0 100.0 100.0 100.0 100.9
1981 B4.B 93.4 75.2 88.0 89.4
1982 1.6 91.6 8.8 157 70.8
1983 102.6 122.2 8.2 102.4 9.0
1984 98.5 123.4 7.9 [ 86.3
1979-1 81.7 a3.1 85.2 91.7 75.5
1979-11 84,4 86.7 86.5 88.7 78.8
1979-111 81.4 87.1 90.1 89.3 84.7
1979-1¥ 95.3 95.3 97.5 29.7 93.5
1980-1 1143 112.0 13.8 104.9 108.9
1980~11 103.4 106.4 106.7 105.6 103.4
1980-111 98.0 97.1 9.1 100.3 91.9
1980-1V 92.6 92.2 88.9 98,6 95.6
1981-1 68,2 90.9 89.3 93.2 91.6
1981-11 85.2 92.8 Thi 87.2 86.7
1981-111 5.3 94.1 70.2 84.3 88.7
19811V 89.0 95.7 76.2 87.8 92.7
1982-1 84.7 94.3 3.3 82.8 94.4
1982-11 79.2 90.4 89.4 76,5 7.1
t1982-111 73.3 a8.9 65.6 78,0 64,7
1982-1¥ 76.7 93.3 &7.6 73.7 47.8
1983-1 1.0 109.9 80.9 9.1 19.7
1983-11 105.4 126.4 911 108.1 96.5
1983-111 104.9 124.2 85.4 1015 101.5
1983-1v 105.1 124.5 8i.4 104.3 102.0
1984-1 103.3 125.2 8.7 108.7 95.8
1984-11 1043 128.8 86.8 108.5 93.5
1994-111 91.8 123.2 7.9 98.7 87.8
1984-1V 94.2 120.4 734 95.0 84.8

a/ For the calculation of the real exchange rate index. the
noninal exchange rate was divided bv relative price
indexes for industrial products.

Obtained ¢ron a basket of the main 17 buvers of Brazilian
manufactures in the developed aarket econesies and Latin
Aserica, weighted bv the average share of exoorts of
panutactures to each countrv in the period 1977-198%. The
basket includes Canada, Japan. Spain. Switzerland, the
United States and the countries menticred under 3} and 4).
The basket includes Belgium. Luxeabourg. France, Gersanv.
Italv. the Netherlands and the United Kingdosm.

Latin American Association for Integration. The basket
includes #Argentina, Chile. Merico. Paraguay, Uruguay and
Venezuela.

b

=~

-

4

[

<



1/ The EC as a unit also lost its first place to the United
States as a source of direct foreign investment in Brazil.

2/ For instance, U.S5. imports from Brazil under TSUS items B807.00
and 806,30 --duties on such imports apply anly to value abroad
but not ta U.S5. imports used in foreign production-- are very
small.

3/ For Brazil vertical specialization --through the international
divisian af the production process-- is achieved mainly by
exports of automotive and electronic parts, especially to the
U.5. market. Motor vehicle parts (SITC item 732.8) are alsao
exported to the EC {(Table II.3). ’
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111 - MAIN POLICY AREAS OF THE EURDPEAN CONMMUNITY

a) Introduction

Since the foundation of the European Communities in the
fifties, there has been a steady trend to delegate powers 4rom
the member.states to the Cauncil of Ministers and to the European
Commissionm. Although this process was sometimes hesitant because
of divergent national interests, in a number of fields a high
level of integration was achieved, especially after the merger in
1947 of the specialized Eurapean institutions (ECSC, EEC and
Euratom)! into the European Community under a single commission.
Due to its origin as a common market, coordination of trade
policies plays an important role in the integration process of
the EC.

In two specific fields --agriculture (see sections g-i) and
coal and steel-- a high degree of European integration can be
witnessed. Other industrial and service sectors have hardly been
the object of Community policies. The most important Community
policies refer to international trade and to the functioning of
the internal market, principally through the common competition
policy (see section b), which includes control of industrial aid
policies af member states (section <c¢). The EC also grants
interest subsidies, loan guarantees and grants (sectian d).
Restructuring programmes concerning two major industrial sectors
are dealt with in more detail: iron and steel (section e} and
textiles and clothing (section f). This chapter finishes with an
analysis of the role of interest groups in EC policy making
{sectians j-1).

bl Campetition palicies

The European Community is committed to the market economy
as the carnerstane of the common market and seeks to defend free
competition. The underlying principle is that in a market econoay
it is esgsential to preserve the stimulus of fair and effective
competition 1in order ta obtain the benefits of free trade. This
leads to a number of policy aims for the Commissian: enfarcement
of competition rules; encouragement of industrial restructuring;
improvement of the conpetitiveness of European industry;
promotion of research and development and innovation; and
acceleration of progress towards a single Common Market.

The Commission uses a two-sided approach. On the one hand
it tries to remove distartions caused by anticompetitive
practices or state aids which interfere with trade among member
states (note that trade with third countries is npt subject to
the Community’s competition policy). On the other hand the coammon
competition policy seeks to contribute to a better allocation of
resources and raise the competitiveness af Community industry.
The theary is that greater competitiveness secured by
encaouragement af research and development, ia the lang run, must
enable the Community to overcame its economic problems, and, in
particular, to combat structural unemployment. In this sense,
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competition palicy has a strong indirect bearing on international
trade flows. Twa groups of actors are thus subject to Community
cantrol: member states as far as their aid activities are
concerned and (individual) companies which may threaten market
forces by collusive behaviour.

The powers of the Commission regarding competition policy
are based on articles 3 and 85-94 of the Rome Treaty. Article 3
instructs the Commission to "institute a system ensuring that
competition in the common market is not distorted”. The EC's
antitrust policy is based on articles B3 and 86. Articles 92 and
93 govern state aid and give the Commission powers to regulate
industrial policy in member states (see next section).

Under certain conditions the Commission does not oppose
collective action to reduce structural overcapacity. The
Commission approves such arrangements only when they invalve all
or a majority of the undertakings in an entire sector and when
they are aimed solely at achieving a coordinated reduction of
gvercapacity and do nat in any aother way restrict the commercial
freedom of the firms invalved. These arrangements must not be
accompanied or achieved by unacceptable means such as price- or
quota-fixing or market-sharing.

Examples of plans authorized by the Commission refer to the
zinc and synthetic fibre industries. In June, 1983 the six major
Community =zinc producers requested authorization for a "shutdown

agreement”., This agreement provided that each company would
volunteer to decrease its production capacity and would refrain
from any capacity increase. Each company was to receive

compensation to cover closure costs. In view of the heavy losses
in the zinc industry and the fact that the agreement covered a
fixed time period, the Commission approved the plan. However, the
Commissian decided that the agreement would b&e canceled 1if
sustained improvement occurred in the sectar. Indeed, the
agreement was terminated in November after definite improvement
{including increased prices) ocurred in the zinc market.

A second sectoral scheme concerned an agreement among the
ten biggest European companies in the synthetic fibre industry.
This agreement foresaw an average reduction in  production
capacity of 18%, in relation to which each company determined
certain capacity reduction. Failure to carry ocut the capacity
reductions agreed upon gave rise to compensation payments. The
Commission approved the agreement, provided that the internal
reporting system of the companies concerned was used anly to
exchange statistical information.

In general, while the Commission favours a flexible
approach towards joint structural capacity reductions aimed at
achieving a healthier structural situation in the sector
concerned, it continues to take firm action against wmeasures
which invalve unacceptable restriction of caompetition, for
instance horizontal agreements such as those involving price-
fixing and market-sharing.
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In 1983, the Commission issued 22 formal decisions, while a
series of cases were settled without a formal decision because
the private agreements in question were either brought into line
with the competition rules, were terminated, or expired. Many of
these cases concerned distribution and licensing agreements. By
the end of 1983, 4138 cases were pending, of which 3634 were
applicatieons or notifications, 283 were complaints fram firms and
201 were proceedings initiated by the Commission. 0f the
applications and notifications, 62% concerned patent licensing
agreements, 25% distribution agreements and 13% so-called
"horizontal" agreements 1/.

An important aspect af Community policy is to prevent
abusive commercial behaviour by dominant firms, especially when
this is detrimental to small companies. The Commission has
extensive powers to control mergers, although these powers are
used discretely.

The Community controls mergers invalving an aggregate
turnover of more than 7350 million ECU. Furthermore, any merger,
regardless of the turnover involved, would be considered
incompatible with the maintenance of effective competition in the
common market if it gave any firm a market share of over 30% in a
substantial part of the common market.

<) Gtate aid

The deep economic recession in the Community has given rise
to numerous attempts by individual member states to provide aid
to domestic industries {(see Tahle III.2). As the Commission
states in its l4th General Report. "“the rescurces devoted to
State aid are an ever-increasing burden on national budgets at a
time when the general tendency is to reduce budget deficits" 2/.
The number of cases brought to the attention of the Commission
has increased significantly in recent vyears, which reflects
conjunctive developments and the particular situation in specific
industrial sectors.

The Commission "takes account of the facts that certain
forms of assistance, such as those designed to pramote research
or investment by small businesses, and those for the benefit of
less-favoured regions may constitute a stimulus to economic
developament which is in the Cammunity interest, while others may
have a protectionist effect" 3/. The aim of the Commission
therefare is to "ensure that the aid it authorizes will result in
sound economic structures rather than in shoring up obsolets
structures with the inevitable consequence of transferring
difficulties of production and emplaoyment from one Hember State
to anaother"” 4/.

Article 93 authorizes the Commission to determine whether
or not aid programmes are coampatible with the common market,
according to the provisions set out in article 92. Aid that
distarts competition is incompatible with the common market if it
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affects trade between member states. However, aid having a social
character, aid to promcte economic development in regions with
very low income or emplayment levels, aid devoted toe important
projects of common Community interest and aid to facilitate the
development of certain economic activities or areas --provided
that such aid does nat affect trading conditions in an
undesirable way-- is compatible with the common market 5/.

In this cantral functian the Commission is hampered by new
forms of intervention by national governments. The Commission
notes a tendency for the forms and adeinistrative channels
involved in granting aid to become more complex and difficult to
control. This obscurity is caused mainly by a tendency to
administer aid below the natiaonal level, not only for regional
but also for general aid schemes.

The Commission fears that aid programmes, particularly
where sensitive sectors are cancerned, may lead to an increasing
distortion of market conditions; the maintenance of excess and
obsolete capacity and the transfer of the burden of restructuring
to other member states, the danger of which is the provocation of
retaliation. An additional problem 'in executing 1its control
function is created by a tendency for member states to present
aid schemes wunder the label of innovation, a priority area in
Community policy.

For this reason strict competition rules have been
established for state aid. The principal provisions stipulate
that aid must not lead to increased production capacity, must he
limited to individual cases, must be progressively reduced and
linked to restructuring plans and must not transfer an industry
or unemployment problem from one member state to another.

Permissible state aid is generally governed by aid codes.
These codes allow governments to grant aid to troubled industries
under certain conditions and for certain time periods. Aid codes
have been developed for the steel, coal, textiles and clothing,
synthetic fibres and shipbuilding industries.

d) Loans and grapts
The European Community grants a range of loans, loan
guarantees and grants.

Eligible regions within the EC are granted loans and grants
through the European Regional Development Fund {ERDE) and the

European  Ipvestment Bank (EIB). ERDF complements regional
policies of the member states by providing grants for investment
projects in eligible regions. The lion’'s ghare of ERDF aid is
allocated to eligible member states under the guota section to
finance industrial, tourist, service or infrastructure projects,
The nonquota section assists regions that are suffering serious
industrial decline or are adversely affected by Community
policies. In 1982 an amount of 1.8 billion ECU ($1.76 billion)

was expended among 3277 investment projects under the quota
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section, while the nonquota section absorbed 90.3 million ECU
($88.7 miilion) &/.

By 31 December 1982, the EIB had lent over 23800 aillion
ECU, since its inception in 1958 7/. 1In granting loans or
guarantees, EIB gives priority to regional projects. Aid is given
to projects which (1) stimulate economic development of Iless
prosperous regions, (2) are of coammon interest to several member
states or to the EC as a whole, and (3} lead to modernization or
conversion of enterprise to overcome structural problems or to
create new business activities. In recent years a large part of
the aid was given to projects which served the objectives of the
Comamunity’'s energy policy.

Financing operations of the EIB in 1982 totalled 4695.7
million ECU, of which 3B63.4 million ECU were fram its awn
resources 8/. The Banks own rescurces are complemented by the
"New Community Instrument" (NCI}. Under this system the EC
borrows 1in national and international capital markets and
transfers these funds to EIB to finance special projects. In 1982
NCI loans totalled 791 million ECU, which were directed to meet
the Community’s priority objectives in the +field of energy,
infrastructure and the promotion of praductive investments by
small and medium-sized business %/.

Loans granted within the Community amounted to 4244.2
million ECU, while operations outside the Community --principally
for assistance to Mediterranean and ACP countries-- totalled
451.3 million ECU 10/. In 1982 interest subsidies {of 3% per
year} were granted, out of the EC budget on over one third of
the loans within the Community for investment projects in Italy
(840.6 wmillion ECU) and Ireland (331.3 million ECU) under an
arrangement between the EIB and the European Monetary System
(EMS) concerning interest subsidies and loans to these two
countries 11/,

The Eurcgpean Social Fund (ESF) is designed to imprave

employment opportunities for workers by financing redeployment
and resettlement. In 1982 the ESF expended 1.5 billien ECU 12/.

Since its foundation in 19531, the ECSC Treaty has been the
basis far requlation ot the steel industry in the member states.
After a period of spectacular growth in the fifties and sixties,
crisis 1is the catchword to describe the events of the seventies
and eighties 13/:

- steel production declined by 20% between 1974 and 1981
(from 156 to 125 million tons), and again by 10X in the
three years following;

- prices collapsed between 1974 and 1977, +falling by 350%,
and recovered only after stringent Community measures;

- employment fell by over 30% between 1974 and 1981
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(from 792 to 549 thousand), excluding workers who were
temporarily laid-off. This trend has continued, with
another 157 decline in employment following.

To combat this trend the Community has chosen a multisided
approach of renewal, restructuring and reduction of production
capacity in order to restore the viability of the European steel
industry in the long term. The formulation and agreement upon
such an approach has faced great difficulties in view of the
many conflicting interests, not anly of the individual meaber
states, but also of the companies and employees. Italy in
particular has been accused of failure to cooperate (even to have
having increased production capacity), while in France
steelworkers’ resistance to redundancy layoffs has have created a
major political problem for the Mitterrand gaovernment.

The policy aof the European Community has gone through
several stages in which both the weight of the policy instruments
and the way they are used have varied. From May, 1977 until
July, 1980 minimum internal prices and guidance prices, accarding
to the sensitivity of the products involved, were in effect in
order to enfarce the price increases which were considered
necessary. Since July, 1981, minimum prices have applied not only
to production but also to distribution companies.

The powers of the European Commission were greatly enhanced
in 1980 by the declaration of "the state of manifest crisis” in
the steel industry, thus authorizing the Commission to set price
and productiaon levels for producers. These production quotas
(calculated on a guarterly basis) are very strictly controlled
and enforced as the only way to prevent cut-thrpat oprice
competition in the European steel market.

In the view of the European Commission these price and
production restrictions may not be endangered by uncontrolled
imports from third countries. In order tao prevent that minimum
prices, which domestic producers are requested ta change, permit
foreign suppliers to capture a large part of the domestic market
agreements have heen reached with 15 majar exporting countries
{among them two Third World suppliers, Brazil and South Korea).
Under these Voluntary Export Restraints, these countries are
subject +to export ceilings. In return they are allowed to sell
steel products at prices between four and six percent below thase
which Community producers are requested to charge. The Community
will also refrain from taking antidumping measures against these
countries.

Other suppliers are faced with a surveillance systea,
extended by the publication of reference prices based on the
production cost of the best organized companies. This makes it
much easier to control import prices and, if necessary, to start
antidumping procedures. In this way imports have been stabilized
around 11 miilion tons, while exports are around the 30 millian
tonnes level (for 1984 these figures were 10 and 22 million tons,
respectively).

40



The third major element of this package (also called the
Davignon Flan) is a quided restructuring of the European steel
industry, the goal of which iz to establish an equilibriunm
between demand and production capacity. The European Commission
is not in a position to take any direct steps in this area, or
even to make concrete suggestians. What it can do is try to
maintain a certain egquilibrium between individual government and
company plans. Therefore, investment plans must be approved by
the Commission. GState aid to companies 1is submitted to an
examination by the Conmmission and is allowed aonly within the
framework of a detailed restructuring programme.

These programmes are subject to severe restrictions. They
are designed to restore the competitiveness and financial
viability of companies under normal market conditions. They must
result in a reduction of production capacity and may under no
circumstances create additional capacity for market segments
without growth potential. Further more, the amount and degree of
aid must be reduced over time {no support is allowed after 1985)
and the aid may not lead to a distortion in competitive
relations nor to a change in trade flaws incompatible with
Community interests.

A tight time table was set for the approval of =id
programmes: natification of the Commission before 30 September,
1982, with final decisions to be made by 1 July, 1983, It proved
to be almost impossible for many mesber stateg to meet this time
schedule, and the Commission was informed of their final aid
plans onlv in the last days before the deadline. Appraval was
therefora given only on the condition that sufficient further
restructuring would be carried out to insure that by the end of
1983 the programmes undertaken would be viable.

On 29 June, 1983 the Commission adopted nine decisions
regarding aid to the steel industry, one for each member state
(with the exception of Denmark, which had initiated no new aid
programme after approval of its plans in 1981). The Commission
determined that "In all important cases these plans were
sufficient neither to restare the viability of the undertakings
concerned by 1986 nor to achieve a general reduction of capacity
of sufficient magnitude to enable the industry as a whole to
recover the minimal degree of utilization of capacity necessary
to make it viable. Consequently, the Commission made its
decisions on the aids subject to further restructuring; it gave
the Member States until 3! January, 1984, +to submit their final
plans” 14/,

Autharization of aid was subject to two major conditions:
further reduction in net capacity of at least a specified amount
had to be carried dut, and by the end of 1985 the financial
viability of the aided undertaking had to be demonstrated. The
minimum additional-capacity reductions required by the Commission
are shown in Table III.3 and amount to 8.3 million tons. This
means that for the whole period 1980-1985 a capacity reduction of
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at least 26.7 million tons of hot-rolled products is expected.
The Commission states that capacity reduction will prohably he
even greater than this since many companies will find themselves
abliged to carry out further rationalization in order to restore
their viability. It is thus expected that the initial target of a
30 to 35 million ton capacity reduction will be achieved in a
five year periaod 15/.

This 20% capacity reduction is expensive. Aid payments
authorized by the Commission up to 29 June, 1983 under the first
and second aid codes amounted to some i1 billion ECU, oaf which
some 207 were grants and interest relief and some 607 capital and
laan participations. The amount of further aid authorized by the
Commission on 29 June, 19B3 comes to almost double this amount,
ar 22 billion ECU, of which some 301 are grants, interest relief
grants and subsidized loans. The largest financial burden in the
first round was incurred by the French and British governments
(3.5 and 3 billion ECU, vrespectively!. The final round will see
Italy on top with the staggering amount of 8.5 billion ECU,
followed at a distance by France (3.9 billion ECU) and West
Germany (3.6 billien ECHW) L&/,

f1 Textiles and clathing

As shown 1in Table I1I1.4, employment in the textile and
clothing industry declined by some three quarters of a aillion
jobs between 1975 and 1982. Perhaps surprisingly, the decline was
larger in textiles than in clothing, mainly due to pasitive
development 1in this latter sector in Italy . Both sectors are
faced with sluggish demand growth and strong competitian +from
impaorts (Table III.5), although part of the problems are directly
related to the competitive nature of this industry within the
European Community. Productivity gains have also contributed to
the loss of employment, )

Because of the problems confronted by textile and clothing
conpanies, these sectaors are among the maost supported in the EC.
Trade policies have attracted much attention since the Multi-
Fibre Arrangement is at present the most flagrant case of
selective protectionisan.

As in all sectoral aid programmes, the initiative lies with
the member state governments, while the Commission must liamit
itself to the role of conciliator and mediatar among divergent
national interests. A problem which affects the Commissien in its
control functiaon is the averlapping of different suppart scheames
such as regional aid, general investmént premiums and the
specific aid programmes. It has therefare become standard
practice te limit total support from all spurces to a given
maximum, The extent of the national aid programmes can be
illustrated by examination of some .recent national aid
programmes.

amounts involved and the uncertain time period. Approval of the
a2



scheme was given only under the follcowing conditions:

- the 1983 budget for aid payments had to be limited to 4
billion BFR (approximately 80 million ECU);

- government loans were not to cover mare than 50% aof the
total casts;

-~ the synthetic fibre industry and the following other
sensitive sectors were not to be eligible: worsted yarn
spinning, tights, velvet and corduroy, and tufted
carpets;

- all planned awards to firams employing wmore than 130
peaople in eleven further sectors, which are sensitive or
in which Belgian industry is already extremely
competitive (by Commurity standards), should be subject
to prior notification. In several cases these
notifications led to refusals by the Commission for those
parts of the planned awards that amounted to pure
replacement investment as being incompatible with the
common market 17/.

million ECU) scheme to support its textile and clothing industry,
principally through a reduction of up to 12% in social security
contributions 18/. The Commission came to the conclusion that
this scheme would vipolate article 92 of the Rome Treaty since
aid was not restricted to sound firms nor limited by a
requirement for the firms to undertake restructuring measures ta
adjust to new market conditions. The Commission disapproved the
plan, which led to a conflict with the French government (also in
the Court of Justice). The French government decided unilaterally
to ipitiate payments under the scheme, which were stopped only
after two negative determinations by the Court of Justice.

In 1983, the Commission approved a revised plan. The main

elements of this plan were:

- the total budget for all aid to the textile and <clothing
industry in 1983/84 (specific, general and regional) was
limited to 1.2 billion FF (200 million ECU);

- no alternative aid should be available under aother
sthemes;

- the extent of aid should be limited to 25% of investment
caostsy

- the maximum rate af relief of social security
contributions should be reduced from 12% to 10%;

- aid should be granted only for restructuring investment
and ta viable enterprises, which could raise at least S0%
of the investment costs out of their own resources;

- the synthetic fibre industry and the following aditional
sensitive sectors should not be eligible: wool tops,
woollen, yarn, worsted vyarn, and tights;

- all awards to firms employing over 150 people and
belonging to one of the following sectors should te
subject to prior notification: men’'s outerwear,
brassieres, velvet and corduroy, woven wool fabrics,
babiesy knitted underwear, and workwear;

- total production capacity in the textile and «clothing
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industry and its subsectors should be reduced.

Regarding further French aid schemes extending to 1983-1985
which were to be financed through levies, the Commission decided
that they were incompatible with the goals of the common market.

The Netherlands government proposed an aid scheme
involving, amang ather forms of aid, grants for up to 20% of the
cost of investment in buildings, plant and machinery 19/. The
scheme was intended to help firms manufacture new products or
higher quality products, or finance investment in research and
development facilities. A fund with a budget of 10 aillion
guilders (4 million ECU) was also planned to suppart joint
research and development projects of clothing firms. Finally, the
scheme included loans from the National Investment Bank (backed
by state guarantees). The budget for grants is 35 milliaon
guilders {(or 20 millian ECU}, while loans are expected to require
a budget of between 100 and 150 million guilders.

After objections from the Commission, substantial changes
were made, including a doubling (to 50%) of the percentage of
investment funds that firms must raise themselves , the exclusion
of capacity increases, and assurances of nonavailability of
other ({additional or alternative) aid for the same sector. The
Dutch government also agreed to make a series of sensitive sub-
sectors {cotton yarn, worsted yarn, tights and synthetic fibres
and vyarn) ineligible for aid under the programme and committed
itsel¥ to notifying the Commission in advance of proposed awards
to firms employing 130 or more people in the following sectaors:
cotton fabhrics, nightwear, brassieres, velvet and corduroy, and
men’'s outerwear. )

From these examples it becomes clear that control by the
Commissian is tightening. Not orily are the amounts of aid
programmes being restricted (and approved only in case of
sufficient aute-financing by the private companies invalved), but
there are a number of ather restrictions. Sensitive sectors are
no longer eligible.

These restrictions may have conseguences for the
discussians about = passible renewal oaof the Multi-Fibre
Arrangement. One of the stated aims of MFA is to create a
breathing space for restructuring programmes. Since these are now
wall wunderway, the European Commission wmay induce a mare
tolerant attitude 1in the Community in the caoming negotiations
regarding the renewal of the MFA. However, it must be noted that
many interested parties have been trying to influence the
neqgotiating position of the Community.

Thraugh a number of mechanisms, farm incomes in the EC are
isolated +from the level and fluctuations in world market prices.
Support for agrarian incomes is financed through a guarantee fund
within the European Development Fund. This fund covers bath
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internal measures such us subsidies for temporary storage,
support for producers, intervention measures and levies on
producers, and external measures such as export subsidies.

In 1973 the guarantee fund had a budget of approximately
3.9 billion ECU., This budget increased to 146.5 billion ECU for
1984, By far the most important costs are export subsidies (which
interfere directly with trade programs of third countries) and
support measures for EC farmers. Tagether these two items account
for 80-85% of the guarantee funds budget (see Table IIIl.6).

The EC's agricultural policies have led to vehement
reactions from third countries, the US government and producers
in particular. Far a number af years CAP has been a major source
of disagreement between the European Community and the United
States in international trade policy meetings, e.g., within GATT.

An important result of the common agricultural policy is
the strong increase in the degree of self-sufficiency of the
European Community (e.g., 1in meat, grain and sugar) resulting
in a marked decline in imports. Since there is only limited scape
for product differentiation of agricultural products intra-
industry trade 1is almost nonexistent. Thus the decline in EC
imports of agricultural products has caused a decline in the
volume of world trade.

CAP strongly affects Brazil's agricultural export
possibilities to the Community itself and to third markets due
to the impact of CAP on the volume of world trade and the level
and stability of world market prices of agricultural commadities.
Due to the strong increase of self-sufficiency rates, iaports of
products covered by CAP are residual. Internal community prices
are very high and isolated from fluctuations in the world
markets, while imports are used as an adjustment wmechanism.
Internal price fluctuations are thus transferred to exporting
countries, The application of import restrictions is erratic and
unpredictable. The dumping of excess production with strong
export subsidies on the world markets is an additional disruptive
factor.

h) Main instruments of the EC’s agricultural policy

CAP aims at structural improvement of the conditions in
European agriculture an the aone hand and acceptable levels aof
income for the agrarian population on the other. Three major
instruments were indicated in the Rome Treaty: introduction of
market arrangements, price policy and the establishment of a
common fund.

From the beginning the main emphasis has been on support
for farm incomes, although it was understocod that in the laong run
incame policies should be based on sectorial policies of a more
structural nature (e.g., improvement in labour productivity,
increase in the average size of farms). In practice, however,
Community policies have been aimed mainly only at supporting
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agricultural incomes, while structural measures have been left to
national governments.

Two methods can be followed to raise income levels in
agriculture: direct income allowances or increases in prices. The
second methad is favoured in the EC.

Higher internal prices have ta be accompained by a set of
measures at the borders of the Comaunity. Competition +from
cheaper fareign suppliers has to be controlled by import levies
and exports of surplus production are possible only with a
complicated system of export restitutions. Thus CAP rests on two
pillars:

- guaranteed prices (based on average production costs in

the Caommunity);

- a "price sluice gate” at the border.

This system has led to uniform prices and a common market
for the whole community in which market regulations play a
crucial role. However, there are large differences in the
arrangements concerning specific products:

- in most cases the core of market organization 1is an
intervention arrangement: farmer prices are guaranteed
for grain, sugar and dairy products {(surpluses can be
sold to an intervention agency at fixed prices); somewhat
more flexible arrangements {(e.g., support for storage
only) wewist for pork, wine and certain fruits and
vegetables;

- for four agricultural products (certain fruits and
vegetables, flowers, eggs and poultry) the internal
market is protected against external competition, but
prices, supply and demand within the Community itself are
left to the market mechanisnmg

- finally, in a few isolated instances, direct support to
farmers 1is given by paying them a {fixed amount per
hectare or per head of cattle.

The functioning of the internal agricultural market is thus
based on import levies (for certain products) and on a number of
other mechanisms which permit internal prices to exceed the world
market level {see also Tahble III.7}.

A - system of levies and restitutions is the majar
instrument, although nantariff barriers alsoc play an increasingly
important rale. Levies on agricultural imports have shawn a
remarkable growth: from 540 million ECU in 1973 to 1.8 hillion
ECU in 1980. G&till, +this growth has not been large enough to
gtfset the even larger increase in the expenses for export
restitutions. The part of restitutions financed by import levies
declined from 46% in 1973 to less than 30% in 1980. In the same
period, export restitutions grew from 1.2 billion ECU to 5.4
billiaen ECU, with 6.6 hillion ECU estimated for 19B4. Three
product groups f{(grain, dairy products and pork) accounted far BSY
of this amount in 1973, but the share of other product categories
almost doubled to 29% in 1980. The largest increase can be noted
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in dairy products, whose share increased from 30% to 50% 20/.

tevies are raised in two ways: internationally negaotiable
tariffs and levies based on the autonomous coamon agricultural
palicy (see Tahle 111.9}. Important differences can be abserved
between nominal and effective tariff protection. Only for
typically tropical products such as coffee, cocoa and cils and
fats is there no difference, but, far instance, in the dairy
sector effective production is wmultiplied several times by
additional variable levies. Furthermore, levies «can vary
substantially over the years because of their function to
compensate for differencies between world market and internal EC
prices.

CAP has an important influence on the economic relations of
the Community with third countries. In bilateral trade agreements
and ctooperation agreements with groups of countries (e.q.,
Mediterranean and ACP countries) trade in agricultural products
plays a opromineat role. The Community is thus faced with the
difficult and often impossible task of reconciling the aims of
its trade and development cooperation policies with those of
CAP. The failure to do this in a systematic and coherent way has
caused a caonsiderable strain on the EC's external relations.

As a result, different suppliers face different EC tariffs
for a wide vrange af agricultural products (see Table 1I1I1.10
which shows duty rates faced by Brazil). This picture is even
more complicated by the provisions of GSP and the existence of
nontariff barriers.

Even without additional levies, within the framework of
CAP, conventional import duties are still major obstacles to
trade. Accarding to an UNCTAD survey of some 50 selected
agricultural products, 21 products face average nominal tariff
rates of &% or more in the EC (compared to 25 products in the
U.58.), while eleven face rates of more than 107 21/. These
numbers will hardly change as a result of the Tokyo Raund
negatiations., Nontariff trade barriers (NTB) are much harder tao
quantify. Accarding tao the same UNCYAD study, NTBs are used
extensively in france, Japan, the EC and Switzerland and
principally affect meat, +fish, vegetables, fruit, sugar and
cereals., The picture for the Eurapean Community is further
complicated by the existence of national measures apart from
those at the community level. For a total of 75 products, no less
than 153 nontariff measures are mentioned by UNCTAD, varying from
quotas to minimum price systems and compliance with certain
standards (health, sanitary and technicall; &3 are Coamunity
measures. 0f these, one third are discretionary import licensing
and aone third variable levies (these two measures often are taken
togetheri. Another 7 are excise duty charges on impart value,
while 4 cases of quotas or voluntary export restraints wuwere
mentioned {Table III.8). Important differences exist between
national and community measures. Variable levies (in the
framewark of CAP} are anly available to the European Commission.
On the other hand, restrictive trade practices as a result of the
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enforcement of certain standards are often practised at the
national level. Since it is difficult to trace these types of
measures, their numbers are probably underestimated. Many NTBs
are applied selectively. No less than 47 of the 63 Community
measures do not affect all suppliers. With regard to national
measures, this is true in &1 out of 94 cases.

There is a heavy concentration of NTBs in fruit and
vegetables: over 40% of the measures (ar 69 cases}! affect this
small sectar. Other relatively hard-hit sectors are meat, fish
and grain products. Not surprisingly, only in sectors which da
not compete with EC production, such as spices and raw materials
te.g. cotton}, are these measures more or less absent.

i) The future of CAP

[t can be concluded that the European Community possesses
an impressive array of instruments to control international trade
in agricultural products. In no other economic sector in the
Community are internal and external policy measures so closely
linked. CAF has had a tremendous influence on the EC’s net trade
position. The average yearly growth rate of production (1.5 to
2%} has exceeded that of consumption (C¢.5%) during the last two
decades. The consequences of this are far-reaching, not only in
trade but alsoc in financial terms. During the 1last decade,
agriculture claimed some 695-73% of the Community’'s budget. This
did not create too many problems in the past since the funds
earmarked +far the Communrity (mainly a fixed share in the value
added tax of the member states) were more than sufficient tao
provide the necessary funds for other priarity areas {(mainly
regional and social policies). This is no longer the case,
however. In 1983/84 the Community reached a crisis situation
which could be solved anly hy a drastic increase in the
Community’'s share national taxes and by a number of changes in
its agricultural policies.

Agriculture needs to be ruled more by market forces under
which it will be necessary to produce at more competitive prices.
This means that the almost unlimited price guarantees for a
number of products will have to be reduced or eliminated when
insufficient sales possibilities exist. According to the
Comission these stricter internal policies will have to be
supplemented by a trade policy based on threa elements:

- international coaperation with the wmost important
exporting countries in order to prevent erosion of world
market prices;

- the development of community export promotion measures on
a sound economic basisg

- the exercise of the international rights of the
Community, particularly within GATT, to revise
practices concerning the protection of its external
borders in those cases where the Cammunity takes steps
to reduce its own production.
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These principles have led to a review of all these
agricultural sectors which have a share of more than 2% in the
expenditure of the guarantee fund. Nine praduct groups fulfill
this criterion: dairy products, grains, beef, mutton, fruits and
vegetables, o0il seeds, olive oil, tobacco and wine. Important
measures have already been adopted in the dairy sector.

Measures with regard to other sectors are less drastic,
although a general cut in prices has been proposed. In the fruit
sector, support for the processing of fruit juices will be
reduced, This is particularly the case for orange juice where the
support scheme has led to a situation in which even high quality
fruit is processed to orange juice.

#hat will be the conseguences of these changes for trade
with developing countries in general, and with Brazil in
particular? There will be increased pressure to reduce the
significance of CAF in EC policy making. Such a reducion would
not automatically lead to an increase in trade +{lows, hawever.
Common market prices will remain considerably higher than world
market prices, and import restrictions and subsidies will have
to be maintained, but European farmers will have to pay a larger
share of the price of this protection. Furthermore, it is clear
that additional barriers are used to an increasing degree,
leading to a further reduction in transparency and negotiability
of interpational trade practices.

j} The role of pressure groups

{. The position, nrganization and influence of Eurapean
interest groups

The wmain problem in trying ta assess the extent to which
European interest groups influence EC policies lies in the
difficulty of westablishing a direct relationship between the
viewpoints of the various interest groups and the preparation and
implementation of EC policies.

A majar factor is the complex nature of the decision making
process within the EC, Nat only do the various community
institutions contribute to the complex process of decision
making, but individual member states also have an important voice
in the decision making process.

In fact, supranational authority exists in only a few
sectors. For most policy issues, decision making power stall
rests with individual member states.

At the Community level, various institutions play a part in
the decision making process: principally the Commission, the
Council of Ministers, the European Parliament, the Econamic and
Social Committee (ESC) and the Court of Justice.

The Commission can be called the executive committee aof the
EC and the defender of Community interests. The Council of
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Ministers, however, 1is the highest decision making body. Its
members are the ministers aof the member states of the area in
questian (e.g., finance, foreign affairs, agriculture). At
present the European Parliament mainly has an advisory rale. The
Court of Justice interprets the law on the basis of cases hrought
before it. The Court, therefore, is not open to lobbying.

The Economic and Social Committee is the main institutian
representing socioceconomic interests at the Community level,
although it does nat have the same official status as the other
bodies. At present, the complex division of jurisdictian betwean
the EC as a supranational authority and the various member states
and the important role of the Council results in a bias to make
important decisions at'a (joint) national level rather than at
the Community level. This implies that, in practice there is not
just one centre where discussigns take place. Instead, the
competence of the various institutians of the EC and the
individual member states varies according to the issue. As a
result, decision making powers rest with a continuously changing
group.

However, it is not only the complex nature of the decision
making process in the EC which makes the direct influence of
interest groups on policies difficult te assess. The structure
and arganization of Eurcpean interest groups make it difficult to
find out which bodies hold the most impartant positions in
influencing policies. Interest groups are active at various
levels. First, there are the national interest groups, which tend
to influence not only national policies but alse seek, through
national institutions, +to influence EC policies. Secondly, there
are “intermediary" interest groups which represent single
industries. Lastly, there are central interest groups (usually
referred to as umbrella organizations), which are active at the
Community level. Interest groups try to exert influence at all
levels of the decision making process, which corresponds with the
complex nature of the decisian making process within the EC.
National interest groups still hold the dominant position in
representing interests at all levels. Or, as Kirchner puts it,
"tEvidence from our study supports the view of most writers on
European interest groups that these have neither the solidity nor
the effectiveness of professional representation on the national
level..., in spite of a certain shift, the principal and original
powers remain in the national units and groups™ 22/.

In Kirchner’'s view, European interest groups are basically
of a confederal type, representing either a group of similar
interests from several countries or a combination of pational and
European industry committee groups 23/.

He also points aut that "the European interest groups have
access to the initiator of Community Policy (the Commission) but
only indirectly to the decision making body (the Council of
Ministers) which deals preferably with the affiliates of European
interast gropps” 24/.
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A third reason why it is difficult to establish direct
links between interest groups and outcaomes is the coexistence of
farmal and informal contacts among the various institutions and
interest groups.

It appears that an extensive network of informal «contacts
has been developed through periodic meetings arganized by the
Commission and by frequent encounters (visits, telephane calls,
etc.) with the staff 25/. The importance of informal relations is
confirmed by the Economic and Social Committee itself: "relations
between the Euraopean interest groups and the Commission and the
Council of Ministers are both formal and informal, with a greater
emphasis on the latter” 24/.

Thraough informal contacts, policies can be influenced at
early stages of preparation, but such links are aobviously less
visible than +formal epinions and documents presented via
formalized consultation sechanisms. As Richard Hill has stated in
an interview, "in Brussels you start fram several different and
quite pleasing realities--namely that Commission officials are
eminently approachable. They caver an enormous waterfront with a
relatively limited staff. That means they cannot be experts on
all subject. So they welcame input from autside. You can lobby as
part of the completely open process af informing the opeople
concerned on how the other side sees things" 27/.

In the <came article Paul Bahr states: “"People +from all
levels in the EEC, some very high up, ring me and say the
Commission has asked me to do a paper on this subject but I don't
know the field. Could yau tell me wha could give me same mare
information?*. In those «cases it 1is obvious that policy
formulation on a given issue can be influenced from the very
start, and opersons well informed on certain subjects will often
be the ones professionally involved in those issues, Informal
lobbying should therefore not be underestimated, as the number of
labbyists indicates. Mr. Venables of the European Bureau of
Consumer ‘s Associations (BEUC) states in the article cited above
that there are between 2000 and 3000 lobbyists in Brussels, 90%
af them representing business interests 28/.

k) The central interest groups

Bearing in mind the above observations it capn be expected
that the opinions held by an umbrella organization will reflect
the common viewpoint of its affiliates. This is particularly so
since for most of the central organizations "the decision wmaking
pracess 1s ruled by unanimity”. Canversely, the more the
viewpaints within natiocnal organizations diverge the more
difficult it becomes to present a common viewpoint which then
automatically weakens their lobbying pouwer.

in addition to the national organizations, same 400
intermediary interest graups are active, most of them directly or
indirectly represented hy central or umbrella organizatiens which
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operate at the Community level. A study by the ESC secretariat
selected 22 central interest groups 29/:

1) Banking Federation of the European Community (BFEC);

2} Union of Industries of the European Community (UNICE);

3) European Centre for Public Enterprises;

4} Committee of Commercial Organizations of the EEC (COCCEE)
(dissolved 7 December 1978);

S) Permanent Conference of Chamber of Commerce and Industry
of the EEC;

&) Liaisan Committee af Professional Road Transport
Cammunities (LC/IRUI;

7) European Insurance Committee (CEA)};

8) The European Trade Union Confederation (ETUC)

?) Committee of Professional Agricultural Organizations in
the Eurcpean Communities (COPA);

10) General Committee {for Agricultural Cooperation in the
European Economic Community (COGECA);

11) Union of Craft Industries and Trades of the EEC (UACEE);

12) Internatiaonal Federation of G&mall and Medium 8Bized
Commercial Enterprises (FIPMEC);

13} European Committee of Small and Medium Sized Industries
(EURGPMI)

14) European Secretariat of the Liberal, Intellectual and
Social Professions {SEPLIB);

153) Savings Bank Group of the EEC (GCECEE);

14) Association of Cooperative Savings and Credit
Institutions of the EEC: )

171 International Confederation of Executive Staffs (CIC)j

18) International Organization of National and International
Public Service Unions (CIF);

19) European Bureau of Consumers Association (BEUC);

20) European Caoammunity of Consumers’ Cooperatives
(EURQCOOR) 5

21) Committee of Family Organizations in the Eurapean
Communities (COFACE);

22) European Enviranmental Bureau (EEB).

The focal point of the central interest groups (for formal
representation) is the Economic and Social Committee. The ESC is
"the Community organ 1in which interest representation at the
European Community level is most fully institutionalized" 30/ and
which ‘"considers itself to be the body which is normally
consulted by the Council and the Commission and the body which
plays a general advisory role" 31/. According to the Treaty of
Rome the ESBC "shall consist of representatives of the various
categories of economic and social activity" and “"take account of
the need to ensure adequate representation of the various
categories af economic and social activity” (article 195 (2},
first paragraph).

The ESC members are appointed on the basis of their
personal capacity by the Council far a term of four years
following proposals from the member states 32/. Hembers are not
expected to be formally bound by instructians from the
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organizations to which they belong, but in practice their
appointment is usually based an their positions within an
interest group. The total number of members is 156 divided among
three broad categories. Groups I consists of employers, group II
of employees and group III of various interest groups.

Since members are appointed by their national governments
the central organizations are not represented directly but
indirectly. This weakens the position of the central interest
groups vis-a-vis their national affiliates.

The assessment of the power of the various interest groups
must be based primarily on indirect indicators. According to
Kirchner, only four the central organizations are really well
organized and developed: UNICE (industries), COPA (farmers), ETUC
(trade-unions) and GCECEE (saving banks) 33/.

The study by the General Secretariat of the ESC using a
number of indicators (budget, personnel, etc.) confirms this
conclusion 34/,

COFA in particular appears to be a well developed and
integrated lobby, which 1is not surprising, since the Common
figricultural Policy is ane of the few areas where decisiaons are
made at the Community level.

Since COPA is one of the few interest groups which practice
majority voting, one can conclude that this particular interest
group is indeed the spakesman of the Eurapean farmers.

It is obvious that the extent to which there 1is an
established Community Policy in a certain sector is decisive for
the level af development and integration of European interest
groups.

The central interest groups are also directly involved via
another consultative channel.

Another study by the General Secretariat of the ESC
included a survey "to illustrate the ways in which econamic and
social interest groups put forward their points of view within
the Community through the intermediary of consultative bodies
other than the ESC" 353/. Some 50 advisory committees have been
set up by the commission. “The guiding principle behind this
consultation is that all interest groups... which have Community
umbrella organizations and are directly affected by a Community
regulation wmust have the opportunity to be invalved in its

implementation” 34/.

"The members are normally appointed by the Commission
acting an a proposal from the trade and professianal
associations and workers’ organizations arganized at Community
level..." 37/.

The main difference from the membership of ESC, therefare,
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is the appointing body (Council, Commission) and the preference
for choosing from either national or central interest groups.

At the Community level the main interest groups are
therefare active in three ways: via ESC; via the advisory
committees and lastly, but certainly not to be wunderestimated,
via informal contacts.

1) Viewpoints of t

Since the ESC is the focal point for representation of
interest groups at the Community level, its "opinions" can be
considered to be the distillation of the different opinions of
the interest groups. Ia general, therefore, ESC opinions have the
character of compromises and present a general consensus an the
issues invaolved.

Various documents have recently been published on trade
relations with developing countries, concerning future relations
wich ACPF and non ACP countries, the GSP scheme and the
Community’'s development policy in general.

In these documents a basic point of departure for
determining future trade relations with developing countries is
the notion that the world economy has become highly
interdependent and that protectionist policies should be avopided.
"It is also clear that the high degree of interdependence which
the world economy has reached implies that any temptation towards
solving the crisis through protectionist policies will not
succeedy an the contrary, a reassessment of development policy
must be seen in the context of an analysis of the world econamy
such as that put forward by the Brandt Commissicn" 38/.

in general, therefore, protectionism should be avoided, and
not only on moral grounds. “"The industrialized countries have
pursued very restrictive policied. This also affects the North.
Some 23% of the Community’'s exports go to the developing
countries. In the United States one job in six in industry is
dependent an exports to the developing waorld. The industrialized
countries not only have a maral duty to help the develeping
countries, but it is also in their own interest to do so" 39/.

However, despite the general rejection of protectionism,
this does not automatically lead to better access to EC markets
for all developing countries. On the contrary, by differentiating
trade policies vis-a-vis the various categories aof developing
countries, the EC wmakes further import penetration from the
middle-income countries (in general the countries which have been
most successful in export development) difficult because of their
inherent threat to EC industries.

ESC supports this EC policy of hierarchical differentiation
among developing countries. "“The section agrees to apply a
differentiation among various groups of developing countries on
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the basis of their economic developmént with the purpose of
establishing a differentiation in trade regimes” 40/.

For that matter, *LOCs should be classified on the basis
of their level of economic development and the trade arrangements
with them varied accordingly (e.g., greater vreciprocity in
agreements with the relatively advanced countries)!® 41/.

Wot all of the 2Z umbrella organizations have a clear
viewpoint on future trade relations with developing countries.
For most interest groups this is not considered a priority issue
at all. Those with a clear interest in trade policy are the
farmers’ aorganizations, industry, workers’ groups, traders and
consumer grganizations and trade.

A clear position against protectionism is taken by the
consumers’ organizations. Their main arguments are based on the
disadvantages of impart restrictions to the cansumer. #As they
argue in a document an the Multi-fibre Arrangement, a restrictian
an imports willy 1in general, result in higher prices for the
consumer and lead ta a limitation in the <choice af goods
available 42/. They argue further that the poorer segments of
society are especially hit by restrictions on cheaper products,
and that exports are alse hurt by creating limitations on the
import capacity of affected developing countries.

They alsc point out the consequences to the consumer of the
EC’s Comman Agricultural Policy: "The excessive burden of the CAP
an taxpayers, which approaches 70/ of the EEC budget and an
annual cost of 1235 pounds for a family of four will increase" as
a result of proposed increases in farm prices 43/. They strongly
oppose the artificially high prices the consumer must pay. {(In
1980, EC sugar and butter prices were twice as high as world
market pricesy; EC support prices for wheat were about 3074 higher
than in the U.8).

In the EC, overproduction in various food items results naot
in lawer prices but in an extra burden +for the cansumer. In
addition, export possibilities of developing countries are
frustrated by the EC’'s subsidized exports of food surplusses.

Farmers® arganizations are of course strong supporters of
CAP. Less restrictions on imparts and lower support prices go
directly against their interests, and proposals for lower
suppaort prices have already led to strong protests. They favour
protectionist policies in agriculture such as striving "to
maintain and improve existing market requlations in agriculture”
and "to extend existing market regulations to products like sheep
and potatoes" 44/.

For industrial products, enployers’ organizations and
workers’ upnions are the main parties involved.

Within the employers’ organization there are different
views on liberal versus protectionist policies 45/. Industries
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which compete with imports stand to gain from import
restrictions, while others favour a more open trading system.

Within trading circles wide differences of interests
prevent the formulation of a common standpoint. In fact, due to
these problems, their wumbrella organization was dissolved in
1978.

Trade -unions also find themselves in a difficult position.
On the one hand they favour aid programmes for developing
countries, but aon the other hand they feel that increased import
penetration of low priced products {from developing countries
causes unemplaoyment among their members. Thus they emphasize an
inward-oriented development mcdel far develaping countries. The
formulation differs slightly among several documents, but can he
summarized as follows: develaoping countries should strive for
self-reliant, inward-looking development, through a basic needs
approach, instead of concentrating too much on exports to rich
countries 44/,

In many cases they join the side of the employers and
suppert protectionist policies, as they did in the case af the
Multi-fibre Arrangement. Especially when cheap imports fram
developing countries are threathening particular industries, and
therefore jobs, employers and employees join sides in seeking
protectionist measures, preferably via their national
governments, It is obvious that governments find it difficult to
appose such joint efforts. Thus the balance seems to favaur
keeping the restrictions as they are or extending them in
particular cases. With employers active when they face strong
import competition at a sectoral level, with trade unions
strongly in favour of protecting employment and with farmers
strongly dependent on maintaining import restrictions, there are
influential forces against a more open trading system. Other
interest groups like the coansumers may voice a different apinion
but they are less influeatial and powerful. Thus a profound
change in the balance of power among the different interest
groups (in particular a strengthening of the position of Europe's
consumers and its expart industries) may be necessary to create a
shift towards a more liberal trade policy.
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Table I11.1

EC: TRENDS OF CONCENTRATION IN MANUFACTURING INDUSTRY
PERCENTAGE SHARE OF LARGEST FIRNS IN TURNDVER AND ENPLOYNENT a/

Share in total turnover (¥} b/ Share in total eaplovaent (1)

Year
targest largest largest largest largest largest largest largest

10 20 40 280 10 20 40 289
1972 6.3 10,3 156 1.0
1973 .7 10,9 1.4 3.6
1974 7.3 .8 17.5 3.6
1975 7.3 147 1.3 32.8 8.1 13.f  19.4 347
1974 8.5 13.2  19.4° 3.2 8.5 141 2.6 3.9
1977 8.3 3.0 18.7 352 8.9 13.& 19.%1 364
1978 8.0 2.4 7.9 335 3.1 14,1 20,1 310
1979 8.1 12,7 1B.5 346 9.4 4.5 20.8 38.4
1980 8.3 3.t 187 358 9.4 14,2 20,4 375
1981 8.7 1.6 19.2 3h.b 9.6 4.4 20,4 381

Source: Comsission of the Furopean Comeunities. Thirteenth Report on
Cospetition Policy. Brussels. 1984. p. $97.

a/ EC{10), NACE 2/4

b/ Total turnover fiqures for industrv based on estimates of the
Coasission of the EC
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Tabie 1ii.Z

POSITION TAKEN BY THE EUROPEAM CONMISSION CONCERMING STATE AID a/
1970-83

Ye

Procedure under Formal nepative
ar  Tetal Aporoved art. 93(2) or art 843} decisions published
b/ of Dec. 232081 EC5C </ in the &

1970 2 1% & H
1971 18 i1 7 3
1972 35 2 {1 3
1973 22 15 4
1974 35 & 1§ --
1975 LH] 3 th 2
1976 7 33 4 2
1977 ti2 9 13 i
1978 137 118 19 d
1978 133 9 54 3
1980 108 n 33 2
1981 (4t d/ W 42 14
1982 233 e/ 104 129 13
1983 74 £/ {0 3 FARN 1

Source: Comsission of the European Comsunities: Thirteenth Report

al

b/

¢/

on Competition Policvi Brussels. 1984, p.143.

Exciudes agriceltural aid. The coaparable figures for agricultural
aid in 1983 are: Notified-101i No objections-49% Procedures under
Article 93-2 1Bi Procedures under Article 169-0i  Negative
decisions-0¢ Notifications on which decicions pending~13% Aiso
excludes transport aid.

In some cases subjert to conditions and/or sodifications of the
aid schese originally notified.

Completed procesdings. These procedures aav have resulted in
acceptance of the original proposal, acceptance of a modified
proposal, or withdrawsl of the proposal by the Mesher State after
it became clear that the state aid in guestion was incompatible
with the cosson market.

d/ Bf which 23 were steel aid,

e/
173
a/

0f which 95 were steel aid.
0f which 27 were steel aid.
0t which 9 were steel aid.
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Table 1I1.3

EC19): CAPACITY REDUCTION IN THE STEEL INDUSTRY. 1980-85

Production capacity Net reductions made Futher net reduc- Total net reductions
in 1980 since 1980 and tions required in 1980-85
------------------- coppiteents by Conpission decisions semmom—meommsmsessee
1000 tons 3 sesber states of 29-6-1983 1600 tons 1a)
1000 tons 1009 tons
Beloiue 16 028 9.3 1 705 1 400 3 108 19.4
Denmark 94t 0.4 46 - ab 7.0
FR Germany 33 117 316 4 810 1 200 bi 6 010 b} 11.3
France 26 849 13.9 4 &8¢ 430 53 19.7
Ireland {57) ¢} -
Italy 34 294 21,5 2 34 3.460 5 834 16.1
Luxeabourg 5 215 3.3 350 410 940 18.4
Hietherlands 7297 4.3 250 700 93¢ 13.0
United Kinodonm 22 840 13.5 4 000 500 4 500 19.7
EUR 9 168 401 100.0 18 434 8.300 26 734 15.9

Source: Cosmission of the European Communities! Thirteenth Report on Competition Policv. Brussels. 1984. p.155.

a) Percentage of 1980 oroduction capacitv.
b} Without taking into account the partictular case of one company.
¢) The information on which the Cosmission based its decisior is not sufficient to provide precise figures.



Tabie I11.4
EC: EMPLOYMENT IN THE TEXTILE. CLOTHING AND FOOTHEAR INDUSTRY

{thousands}

1975 1980 1984 1982

EC 1984.9 16329  1532.8  1439.5
Sermanv 396.7 335.8 319.0 290.4
United Kingdoa 485.4 399.4 336.4 37.3
Belgiua 95.4 b7.4 45.0 41.8
France 365.3 292.¢ nfa nfa
taly 554.3 475.5 479.4 476.5
Netherlands 35.5 32.9 29.2 26.4

EC 1909.2  1764.3 1638.4  1563.9
Bersanv 395.8 386.9 341.2 3i2.4
linited Kinadom 459.8 111.5 J58.1 338.6
Beloius Bs.5 54.1 49.8 47.3
France 367.3 320.5 296.5 282.4
taly 517.6 552.2 547.4 43,2
Netherlands 42.4 30.3 26.4 23.5

Spurce: NIMEXE

Table I11.5

EC: INPORTS DF TEXTILES AND CLOTHING BY COUNTRIES OF ORIGIN

1586 1983
Textiles {SITC 45)
orld 14,804 20.831
Intra-€C 10.439 13.462
Developed market economies 3.507 4,137
Centrally planned economies S48 744
Developing countries 2.758 2.416
Clothing {SITC 84)
World 14,543 18.335
Intra-£C 6.751 §.036
Developed market ecanomies 2.764 2.913
Centrallv planned econosies 897 1.149
Develaping countries 4,114 5.222

60 Source: NIMEXE



Table 111.4

EXPENDITURE OF THE EUROPEAN GUARANTEE FUND

Year Total Exzpart storase  support other intose
restitutions al

Nillion EEY

1979 10,441 4.982 1.658 3,779 116 ~94
1980 11,315 5.495 1.647 3.928 298 =153
1981 11,14t 5.209 1.631 4.343 43b -478
1982 12,406 3.054 1.818 5,468 603 -837
1983 b/ 14,087 6.388 1.874 5.94t 448 -584
1984 ¢/ 15,006 5,083 2.862 6.571 809 -39

Percentace breakdown

1979 100 47.7 15.9 36.2 1.1 -0.9
1980 100 50.4 14.3 4.7 2.4 -2.0
198t 100 44.8 14.4 39.0 3.9 -4.3
1982 100 40.7 4.6 4.1 4.9 4.3
1983 100 43.3 3.3 41.2 3.3 -4t
1984 100 39.% 19.1 41.2 3.1 -3.3

Source! Bulletin of the EC. Supnlement 4/83.

a/ Special tax on milk groducts {of coposite sign).
b/ Revised budoet.
¢/ Draft budget.
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Table 111.7

EC: MARKET REGULATION SCHEMES 1982

basit target threshold sluice isport suple-  iaport market export quota guality
regulation  price pate  levy  sentary  duty inter- refund standards
price tevy vention
Grains and grain products 2721475 Ya/  Xbf X H X X X
Rice and preparations 1418/76 ter X b ¥ |
Sugar and iso olutose 1785781 LI TR | e X b X
fil seeds/olive b1l 138/66 el X 1
flils and fats 1562/78 X d/ X H X
Wine 337719 I fs5af X 1 1of
Pigs/pork 121467 b/ X ¢ L X
Beef/vea} 805/68 X £f X X X X |
Poultrv/egos 122-123467 1 X X b/ X
Milk/dairyv products 804/68 i h 1/ X X
Hutton 1837/80 X arks X 1 X of X | 7

Source:

a/ Reference price.

b/ Basitc price.

¢/ In France and Italv.

d/ Representative market price.

e/ Subsidv per ton.

/ Guide price.

a/ Private storage aid.

h/ For raw milk onlv.

i/ Aid to be granted for skimeed milk and skimeed eilk powder produced in the EC and used as animal feed or processed into casein.
i/ "Voluntary® quota from exporting tountry.
k/ Deepfrozen poultry,



Table 111.8

NONTARIFF MEASURES AFFECTING AGRICULTURAL IMPORTS INTD THE EC

Tatal Comnsuntvy  National

level level

Total 197 43 33
Quotas 24 3 20
Irnort Licensing 47 21 26
Standards thealth, sanitarv, technical} - - -
Surveiilance licensing 8 3 3
Mininus price svstee 8 3 5
Variable levies 23 23 -
Fixed fiscal charoes 3 7 ib

Source: Calculations based on UNCTAD. Ibid.. pl8-2f.
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Table IIi.9

EC: NOMINAL AND EFFECTIVE RATES OF PROTECTION FOR SELECTED
PROCESSED AGRICULTURAL PRODUCTS. 1974

Tariff rate Effective
Product name protection Difference
nominal effective

Neat products 19.5 36.8 145.0 128.4
Preserved seafood 215 52.6 52.4 ]
Preserved fruit and vegetables  20.5 14,9 4.7 5.8

Dairv products

Cheese 23.9 38.8 278.0 217.2
Butter 21.9 76.5 1327.7 1251.2
Condensed and evaporated ailk 21.3 44.3 334.4 290.4
Brain and grain products
Corn 2illing 12.0 21.48 8z.1 80.3
Rice milling t6.0 70.3 105.9 353.4
Prepared tfopds Z.8 8.0 -20.0 -30.0
Flowr and cereal pren. 20.1 48.% %4.7 353.8
Bakerv products 12,9 6.9 9.0 -0.2
Prepared and processed food
Pickles and dressings 20.1 25.9 5.9 ¢
Roasted coffee 13.2 38.7 35.7 ¢
focoa powder and hutter 13.8 78.0 76.8 it
Hiscell. food products 12.9 6.7 6.7 ¢
Veoetable ojls
Unweiohted average for:
totonut oil {1.5 132.9 132.9 8
tottonseed oil 11.0 78.0 79.0 o
groundnut gil 11.3 139.7 13%.7 0
soy bean eil 11.¢ 148.1 148.1 ]
rapeseed oil 9.0 57.3 51.2 0
palz kernel oil 10.5 141.5 141.5 0

Source: UNCTAD (1978} and UNIDO (198%).
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Table 111.10

EC: TARIFFS LEVIED ON AGRICULTURAL PRODUCTS APPLICABLE TB
IMPORTS FRON BRAZIL. 1380

custom tarifé
Productaoroup 55P
autonomous  convential

01} seeds free free free
recin oil

15.07.145 free tree free
15.07.47 ] 8 b
oroundnut oil 3 - 2.5
neat preparations 21 17 17
supar melasse part of EC suoar policy
cocoa beans 5.4 3.0 3.0
cocoa butter 22 12 4.0
fruit preparations : 28,0 af 1%.0 18.¢
soluble coffee 30.0 18.0 3.0
cof fee essence - - 2.0
food preparations 20.8 13.0 4.0
soy anieal feed free free free
tobacco 7.9 5.0 5.0

Source: Practische Gids., EEC/BSP 1980.

a/ Including levies on sucar cosponent.
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IV - SELECTIVE PROTECTIONISH IN THE EUROPEAN COMMUNITY

The decision of the contracting parties of the Treaty of
Rome (1958) to create a customs unien rather than a free trade
area made it necessary to establish a common {external) custonms
tariff (CLT). For the next step --the creation of a common
market-- it was necessary to establish a common commercial policy
(CCP) including the harmonization of regulations concerning
imports from third countries.

Article 113 of the Treaty provides the basis far CCP. Its
wording is far from unambiguous, hawever. As a result,
differences of opinion exist regarding both the coverage of CCFP
and the allocation of powers between the Community and member
states.

According to the Commission of the European Communities,
article 113 is not limited to the exchange aof goods, but also
includes services. A number of bilateral agreements (e.g., with
Brazil, Mexico, Argentina and Uruguay) include provisions which
deal with services. No further action, however, has been taken by
the Community to regulate the exchange of services with third
countries. With regard to some sectors, particularly agriculture
and transport to a lesser extent, Community level policies
provide a framework for international trade policy.

Formally, the Community has had sole pawer in commercial
policy since the end of the transitional period (which terminated
on 31 December, 1969)., At that date, however, CCP was not fully
established and the process according to which the Community was
supposed to take over responsibility from the member states had
still not been terminated. Especially with regard to those
products which are particularly sensitive for some member states,
policies {for the most part remain national and thus divergent
{e.g., with respect to the imports of cars f{from Japan). In
accordance with article 113, the Community must authorize
national measures 1in the area of commercial policy. This is
especially relevant when national interests of member states are
too divergent to establish uniform Community rules. Some third
countries, like the members of the Council of Mutual Ecanonmic
Assistance (CMEA), are unwilling to enter inta formal agreements
with the European Community as a unit, and trade relations with
these countries are covered principally by national agreements.

b) Basic instruments

A scseries of instruments are available at the Community
level to protect Cemmunity industry against foreign competition,
principally import duties, quantitative restrictions,
surveillance, anti-dumping and countervailing duties. There is no
common industrial policy to facilitate adjustment to changes in
the international division of labour as an alternative teo import
restrictions. At the Community level only commercial measures can
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be used.

The common customs tariff is the backbone aof the EC’'s
commercial policy. CCT is based on regulation No. 950/68 adopted
in 1968. Article 72 of the ECSC Treaty contains a separate
customs regime applicable to caal and steel products. Two types
of duties can be distinguished in CCT: autonomous and
conventional. Tariff negotiations are based on the former but
conventional duties, which are actually levied, are normally
lower. Duties are usually expressed in ad valorem terms, but a
number of agricultural products alsc face variable levies and
caomponents within the framework of the Common Agricultural
Falicy. Although the EC has not negaotiated most favoured nation
status with all countries, conventional duties are used in trade
with all third countries. A great number af countries have
preferential status, such as the heneficiary countries of the
EC’'s Generalized System of Preferences {GSP) program.
Preferential treatment is alsc granted under a Free Trade
Agreement with the European Free Trade Association (EFTA) and on
the basis of association and cooperation agreements, for
instance, with the Mediterranean and Lome countries. The result
of this differential treatment of countries is a well established
trade preference hierarchy at EC level (see Table IV.1).

There have been some changes in this hierarchy of
preferential systems during the seventies, but the ranking of GSP
beneficiaries --always near the bottom-- has not improved.
Developing countries with only GSP status enjoy priviliged status
vis-a-vis only two groups of countries: non-Eurcpean develaped
market economies and state trading economies. fAs a rule no
natienal tariffs remain (this picture is only slightly blurred by
national quotas set within the GSP).

The EC has two main criteria for grantingg preferences: geo-
political motives and the per capita incame level in the
recipient cauntries /. The farmer dominates in granting
preferences within Europe (EFTA and future EC memberc) and in the
Mediterranean (lsrael, Maghreb and Mashraq countries).

c) Selective tariff protection

As a result of the Tokyo Round of negotiations the role of
tariffs as a barrier to international trade has been further
reduced. In an UNLCTAD study, around 1980 the lowest actual import
duties were found in the European Community 2/. The trade-
weighted actual tariff rate for worldwide EC imports was 2.9%.
The corresponding figure for the United States was 4.3% and for
Japan 7.0%. Exports from developing countries faced an actual
rate in the EC of 1.0%, compared to 3% in the U.S. and 4.2% in
Japan. These rates take into account the arrangements which grant
tariff preferencesz to various groups of countries. Mast important
far the EC are its agreements with EFTA, the Lome countries, most
Mediterranean countries, and the Generalized System of
Freferences.
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As a result of these agreements there are large variations
in average tariff oprotection vis-a-vis different groups of
countries. According %d a GATT study, in 1980 anly 14% of the
value af nonoil imports into the EC fram Third World countries
received MFN treatment (Table IV.2) 3/. Tariff preferences uwere
granted on more than 50% of these imports, while one third
received zero bound MFN rates.

For the twe groups of developing countries --according to
tariff treatment-- a striking difference exist with regard to
agricultural products. More than 40% of agricultural imparts into
the EC from developing countries with only B8P status receive MFN
treatment (positive rates or 0% unbound), while for ACP countries
this ghare is less than 3% (Table 1V.2), With regard to
industrial products this difference does not exist; perhaps
surprisingly, the share of EC imports of industrial products
receiving MFN treatment is slightly higher for ACF countries.

Although the EC has an extencsive system of preferences for
developing countries, the resulting competitive advantage, vis-a-
vis industrialized countries, remains rather small. This |is
mainly a result of high tariff protection still faced by some af
the most impartant industrial export products of developing
countries, principally textiles and clothing.

This points to a conclusion drawn by UNCTAD that aggregate
figures hide an important aspect of reality: “while... in glabal
terms, trade-weighted actual tariffs are low for a large part of
world trade, the results none the less highlight the fact that,
for a wide range of products, including a number of particular
interest to exporting developing countries, tariff rates remain
quite high" 4/.

d) The Generalized System of Preferences (GSP)

When the EC GSP program was introduced in 1971, its stated
objective was the promotion of industrialization in developing
countries S/. This was not the only reasen for the relative
ommission of agriculture; the wish to protect domestic farmers
also played an important role. Concentration on industrial
products alone would have left out many of the least developed
countries, so agricultural products were included. However, their
treatment has consistently been less favourable than that of
industrial products:

i} product coverage: there is a "negative" 1list of
excluded industrial praducts, tut anly a “pasitive”
list of included agricultural products;

ii} duties for agricultural products remain positive in
most cases;

iii) products remain subject to the possible application
of a safequard clause (however, since the system
was launched, these clauses have never been
implemented).

71



Since the introduction of GSP there have been several
improvements with regard to agricultural products: the number of
products has increased rapidly and the preference margins have
been deepened. As a result agriculture now makes up one quarter
of the total GSP offer tagainst anly 4% in 1972)., Initially, the
EC scheme covered only same 150 agricultural items compared to
some 340 items in 1984. There have been no negative modifications
for agricultural products (e.g., product withdrawals or increase
in GSP rates) in the period 1981-1784.

Because so many agricultural products are excluded from the
preference system, the number of sensitive praducts is much
emaller than for industrial products. Preferential limits exist
for aonly six agricultural products by way of a special gquota or
ceiling arrangements. These products are:

- raw and unmanufactured teobaccoj

- cocoa butter;

- soluble coffee;

- preserved pineapple (of two types).

Fer tobacco the situation is complicated. It is even
possible that use of GSP leads to a higher tariff than would the
normal C€CT. This can be explained by the sensitivity of this
praduct within Community policy making. In fact, for a long time
there have been doubts as to whether this product would be
included at all. Use of the preference is intensive. Normally
ceilings are surpassed and quotas fully wutilized. Finally, it
should be noted that the least-developed countries (e.g., Malawi)
enioy complete duty-free access under other preferential
agreements,

For cocoa butter and soluble coffee, determination af the
tariff quota falls under a trade agreement concluded between
Brazil and the Community. Brazil is by far the most important GSP
supplier of these products.

The ogeneral conclusion for agricultural imports must be
that the influence of GSP has been rather limited, mainly because
tariff reductions are rather small. Furthermore, GSP preference
margins are low in comparison with those granted by other
preferential agreements (see Table V.3). A third element is that
tariff escalation may increase if tariff reductions are greater
for intermediate than for processed products, leading to a higher
rate of effective protection for the latter. Finally, serious
nontariff barriers remain.

af course, a major wunderlying theme in evaluating
preference schemes is that they make sense only when a country
receiving preferential treatment is able to supply products of a
certain type, quality and price. Brazil has proven its capacity
to do this for a wide range of agricultural products
(particularly processed products) and as a result has been one of
the main beneficiaries of the admittedly lisited advantages of
68F. Thus, because  of its competitive processing industries,
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Brazil has been able to overcome the discrimination in favour of
ACP countries. Discrimination in favour of the Mediterranean
countries is a different matter. Because of the treatment of the
new members of the EC --Portugal and Spain-- Brazil is faced with
heavy tariff discrimination in same very important fields
(especially processed fruits).

For industrial products, the GSP oprinciple has been
completely duty-free access for developing countries. In those
cases where it 1is felt that this principle would cause undue
damage to industries within the Community, GSP impaorts can be
limited by tariff quotas and/or ceilings (with the possibility of
surveillancel. In the first decade of operation of GSF, two
types of limitations were possible, either producl or country
specific. In the former case Community tariff quotas were
applied, and in the latter Co=wmunity tariff ceilings (leading
to the creation of “hyorid" products). This hybrid category was
eliminated with the extension of G6SP for another ten vyear
period. This stems from the notion that products are not
sensitive in themselves, but only when competitive developing
countries {with regard to that particular praduct]! are able to
supply them in large quantities. The EC replaced the concept of
"hybrid" products by a system af individual tariff quotas for
individual beneficiary countries.

For a series of products tariff quatas are calculated by
applying a formula which takes three factors into account:

- degree of world-wide competitiveness of the exporter;

- the exporter‘s competitiveness at the Community levelj;

- the degree of development of the exporting country
(measured by its per capita income).

Textiles are a category by themselves., Nontariff trade
barriers are not only prevalent, but they are also playing a
pioneering role in the Community’s revision of the function of
65P. In this sector there is an elaborated system of tariff
quatas for all MFA participants, which in the eyes af the
European Commission could well serve as an example for trade in
all industrial products.

The Community 1is the only major industrialized trading
partner that has included textiles in its GSP offer. At the same
time this offer is limited since it has been used as a leverage
in MFA negotiations. Only participants in MFA who have signed a
bilateral agreement with the EC are entitled to GSP treatment for
textiles and clothing.

>

In the new GSP, an element of graduation of develaping
countries, other than their competitiveness in certain markets,
has been explicitly introduced into the Community’'s trade policy
for the first time. It can be expected that this criterion (which
is based on pet capita income) will gain in importance. At the
same time it seems reacsonable to expect that the Community’'s GSF
offer will continue to grow {(although at a lower rate than the
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25% of the first decade). Therefore one must conclude that this
differentiation will lead to an increasing loss of preferences
for Brazil vis-a-vis other developing countries.

To summarize, GSP products can be categorized in the
following way &/:

The GSP program for 1984 covers 334 items (falling under 90
CCCN  four-digit headings) of which B8 enjoy duty-free entry;
positive rates are applied to the remaining 244 items. With
respect to only six items under {four CCCN headings the benefits
of GSP treatment are limited to imports within global quotas or
ceilings. These CCCN headings are: unmanufactured tobacco (2401),
cocoa  butter (1804), soluble coffee (2102) and preserved
pineapple (20064).

i. Industrial products, other than textiles and steel:

Nopsensitive items

These items normally are subject only to statistical
supervision. However, imports which exceed a reference figure and
which ceuse or threaten to cause injury to a domestic industry
can be excluded from the benefits of G5F duty-free treatment. In
1984, GSP exclusions on nonsensitive items affected Romania (23
items) and China (2 items). :

Sensitive items

GSF imports of sensitive industrial products are subject to
individual country quotas and/or ceilings. The list of sensitive
products for 1984 includes 132 items. With respect to 58 of these
products, ceilings Hhave been established on imports inta the
Community as a whole. As soon as the ceiling is reached for a
given product, MFN rates may be reintroduced for futher imports
originating in the same beneficary country. MWith respect ta 74
items, tariff quotas have been ectablished and allocated among EC
member states for those beneficiary countries considered amaost
competitive. Quotas and ceilings are uniform for all beneficiary
countries subject to them, but for most items quotas are smaller
than «ceilings. In 1984, 17 countries were subject to quota
limitations with respect ta one or more articles, resulting in a
total of 118 quotas. Brazil was affected by tariff quotas with
respect to 14 articles {compared to 7 in 1981, 10 in 1982 and 14
in 1983). Some other countries also faced a large number of
tariff quotas in 1984: the Rep. of Korea (29); Hong Kong (23);
China (14); Romania (12} and Singapore (&) 7/.
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ii. fextile products

There are three categories of textile products:

GS5P eligihility is subject to signing a bilateral restraint
agreement with EEC within the framework of MFA or similar
undertakings {(except for least developed countries).

There are no country restrictions.

Jute and coir manufactures

Applies to only 38 least developed countries plus India and
Thailand in the case of jute products, and India and Sri Laanka in
the case of coir products.

iii. Steel products

Steel products are divided into:

Certain beneficiary countries are subject ta tariff quatas,
allocated among member states.

Nonsensitive products (five groups)
Subject to individual country ceilings faor the Community as
a whole.

e) The role af nontariff barriers

The results of the Tokyo Round make clear that emphasis in
international trade palicy 1is shifting away from tariffs.
Agreements were reached with regard to technical regquiations and
standards; government procurement, subsidies and countervailing
duties and antidumping provisiaons were revised. The key issues of
international trade in the eighties are: adjustment of basic
industries, safeguards, liberalization of trade with developing
countries, agriculture (particularly export subsidies), services,
trade in high technology products, the agreements negotiated
during the Tokyo Round and the MFN clause.

These gpriorities reflect the old and the new realities of
the eighties:

- A point that will remain valid far the rest af the
present decade is that the main emphasis in the fierce
competitive battle will not be between Narth and South, but among
0ECD countries. Crucial conflicts will arise with regard to high
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technology products and services. Ailing industries will be
approached primarily as a social problem because of their
employment aspects;

- Services will play a major role in international trade
relations, although wuntil now they have been excluded from most
multilateral negatiations. Because af the high degree af control
of transnational corporations in this sectaor, steps to get a grip
on international trade must be interrelated with attempts to
increase undertakings with these corporations;

- Integration and interdependence of the world economy have
increased rapidly in the past decades. At the same tiae,
improvements in transport and communications technelegy have
increased the possibilities for TNCs to make use of locational
advantages, As a result, international trade flows have become
much more sensitive to either direct (e.g., trade policies) or
indirect (e.g., wage cost differentials) influencesg

- Finally, the role of govérnments in the functioning of
the economy has steadily increased. The production and
distribution of goods and services is (directly and indirectly)
influenced in many ways by government decisions, often arising
fraom the wish (aor the necessity) to correct the outcomes of the
market., The result is a rather hybrid system in which governments
often react in a secondary way to a multitude of pressures, but
in which at the same time their influence seems to have became so
all-embracing and complicated (certainly in the welfare states in
Western Europe) that it seems almost impossible to get a clear
picture of the results of a single policy instrument.

Because of the increase in govefnment intervention, an
exact listing of nontariff barriers is hardly possible. Almost
every policy instrument has a bearing on relative prices and
therefore on international trade flows. This section coamments
briefly on thase policies which have a bearing an the speed and
direction af the adjustment process.

Three levels of policy making can be distinguished. First,
measures aimed primarily at domestic producers such as subsidies
and industrial policies in general. Second, nmeasures aimed at
imports such as gquota and administrative regulations. Finally,
there are also often hidden barriers to trade within the market
structure itself at the corporate level.

From the inception of the European Caommunity a gquarter of a
century ago, efforts have been made to raise the scale of
operations of Euraopean companies to be in a better competitive
position against U.S. and Japanese giants. The influence of these
attempts an international trade flows are far from wunambiguous.
an the ane hand, as UNCTAD research has shown, the
internationalization of productive processes and the bringing
under corparate control of formerly independent companies have
created barriers to access by ather competiters. Particularly for
caonsumer products, it appears that the marketing power af TNCs
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creates an almost insurmountable barrier for new suppliers from
developing countries. O0On the ather hand, increase in size has
been an essential element in the internationalization process
that has been so vital in establishing a new international
division of labour. This includes internationalizatiaon of both
producers (e.g., in electronics) and traders (e.g., in clothing).

However, since market flows play a dominant role here, ane
can speak of qualitatively different type of barriers to trade,
although cartelization has a hybrid character when government
guidance is involved. 0One can witness initiatives in this
direction on a European scale in two sectors in particular. The
Eurapean Commission implicitly tolerates private initiatives
towards cartelization in the synthetic fibre industry, but plays
a stimulating role in the Davignon plan concerning the steel
industry. The aim in both cases is a reduction in overcapacity in
a controlled way and to end cut-throat price competition. A
second target is restoration of an internatiaonally viable
industry by stimulating investment which allows modernization of
productian capacity.

In the area of industrial policies, it is often far from
ctlear what effect certain policy measures have in terms of
effective pratection. [If all industrial activities are financed
through taxation, then oprotection is bound to be much smaller
than suggested by the amount of subsidization. MNevertheless,
selectivity is often great enough to have a significant
influence, thus changing the terms of trade not only between
manufacturing and the rest of the economy, but alsoc within
manufacturing itself. For example, in the Netherlands the flow of
subsidies to the manufacturing industry has increased to a level
comparable to an effective protectian of 4 to S%, thereby fully
compensating for the reduction in effective tariff protection
which can be estimated at 4% for the same period 8/.

Although incomplete publication of data does not permit the
construction of a detailed picture, it can be concluded that
sectorial differences are considerable. Subsidies granted to the
transpart equipment industry at the end of the seventies and
beginning of the eighties can be estimated at some 20% of value
added per year. In textiles and clothing they represent no more
than 4 to S%. This suggests that an inverse relationship exists
between the level of subsidization and the level of trade
barriers. In at least some vital industries subsidies compensate
for reductions in tariff protectian.

The analysis is complicated because ane can hardly speak of
a coordinated industrial policy or a Eurcpean scale. HMember
states have a large degree of autonomy in this field, although
the European Commission, cancerned with the fact that subsidies
not only cause disruption of international trade flows but can
also prevent a smooth functioning of the internal market, is
gradually getting a tighter grip on national policies.

For a long time initiatives of the European Commission were
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not aimed at industrial adjustment or innaovation, but were almost
solely directed at an improved functioning of the internal market
by eliminating technical and administrative barriers to trade,
apening markets {especially with respect to government
pracurement), harmonization of corporate law, antitrust policies
and a limited support to industrial investment, wmainly in

relation to regional policies (through the European Investment
Bank.

However, a sectaorial approach is slowly evolving. The most
far-reaching powers of the Commission regarding: industrial
products are for iron and steel {a consequence of having the
European Coal and Steel Community as one of its predecessars). As
stated above, for agriculture, a full-fledged integration of the
divergent policy aspects, including a reduction in natianal
autonomy, has been reached in the Common Agricultural Policy.
Nevertheless, in this key area the question is whether there is
indeed an ongoing process of integration within the Community or
a gradual falling apart. The burden of financing agricultural
policy has led to an unprecedented crisis, increased by British
demands for a very strict application of the principle of "juste
retour” (equal returns to all meamber states). Thus it remains to
be seen whether 1in the wmidterm there will be a policy for
induystrial sectors which results in more than a shadow af the
transfer of powers to the European institutions that has taken
place in agriculture.

The main reaction to the economic crisis has been a steady
increase in national measures. Coordination at the Community
level is evolving only very gradually. Action by the Commission
is threefold: to assist industries in their restructuring
programmes, to participate in solutions to social and regional
questions {(by creating new job opportunities to compensate for
last jobs) and to take care that member states are not exporting
their problems to their neighbours. This means that naticnal
programmes must fulfil certain criteria before they are approved
by the Commission: they must be of a temporary nature; they
should lead to long-term solutionsy and they should be limited to
those companies where social problems are warst.

As a result, priorities differ from sector to secter:

- The steel industry has been declared to be in a state of
permanent crisis by the European Commission. This gives far-
reaching powers to the Commission to dictate individual company
quotas for each guarter and to fix minimum prices. Community
strategy consists af control over and abolishing of goavernment
subsidies, a reduction in production capacity, restriction of
imports from the rest of the world and financing of regional and
social measures connected with restructuring programmes
(financial compensation for temporary unemployment, early
retirement schemes, etc.);

- For cars (employing directly or indirectly 147 of the
Community’'s manufacturing labour force), the major competitor is
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Japan, with its highly autamated production technigues. This
calls for a productivity increase in Eurcpean praduction,
stimulated by Community support for research, machine tools,
electronic parts, etc.;

production has been Hhit by stagnating demand and import
competitian from the United States and Newly Industrializing
Countries. Combined with increased productuvity this has resulted
in an overall loss of employment of more than one amillion.
Community support for these industries consists in financing of
research and development and retraining of employees. The main
policy instrument is the Multi-Fibre Arrangement;

- In paper and paper products the problem is not so  much
competition but more a lack of resources., The main emphasis in
Community efforts is therefore on creating a local resource base,

including recycling;

~ The spearpoint of Community initiatives 1is the new
information technology. The bulk of the Commission’'s +financial
resources for industrial policies are dedicated to this sector in
order to catch up with Japanese and U.S. competition. The

creation of a homogeneous international market is easential.

Concrete initiatives are Euronet {(Eurapean service for
transborder data transmission) and ESFRIT (a prograame for
research and development 1in information technologies}. The

explicit aim is to make European industry competitive within ten
years.

Nevertheless, one aust conclude that the influence of the
European Commission on industrial restructuring is rather
limited. Primary responsibility still 1lies with national
governments. In this sense there is clearly a lack of
coordination between trade and industrial policies since the
first is much more of a Eurapean responsibility and therefore a
compromise among the interests of the individual member states.
Still, trade policies appear to be an integral part of every
restructuring programme. However , including GSP preferences,
tariffs are to 2 large extent the outcome of international
negotiations, leading to limited short term flexibility. In a
climate where governments make increasing efforts to get a
grip on industrial adiustment, it should not come as a surprise
that other measures are used to change internaticnal trade flows.
Montariff barriers are therefore often an essential complement to
subsidies and an alternative to tariffs. The possibility of using
them at the national instead of the Comaunity level increases
their attractiveness as a means ta maintain a maximum amount of
national autonomy. This wmeans that almaost by definition their
transparency must be limited, for they can only serve their
purpose when they are not internationally negotiable and not easy
to transfer to supranational authorities.
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The Common Rules for Imports state that "Impartation inta
the Community of the products referred to in paragraph 1 shall be
free, and therefore not subject ta  any quantitative
restrictions", but there are exceptions to this rule:

- measures allowed under article XIX of GATT

- existing measures (transitional and final provisions)
under article VI of BGATT

- quantitative restrictions on a national basis listed
in an Annex to this regulation. Formally national
quotas could be maintained only with the explicit
permission of the Community. The majority of_ these
restrictions apply to imports of industrial " products
from non-BATT members (state trading countries) or
concern agricultural products.

The Community has several instruments available to protect
its industry against foreign competition. Countervailing and
anti-dumping duties aim to correct allegedly unfair pricing of
imported articles.

Quantitative restrictions are primarily aimed at
coentrolling the total volume of imports. In principle,
countervailing and anti-dumping duties are more selective because
they apply to individual cases of allegedly unfair price
competition. In practice, quantitative restrictions also show a
considerable degree of selectivity.

Such restrictions can be imposed directly or indirectly
via the so-called ‘"surveillance mechanisa". Products under
surveillance can only be brought into free circulation within the
Comman Market after the granting of an import licence. Menmber
states can only introduce intracommunity surveillance after
authorization from the Commission, which is given only after an
investigation is conducted.

During safeqguard procedures, interested parties may pravide
information establishing the extent of injury. The factors used
in judging the existence of actual injury are:

- the volume of imports and, in particular, its rate of
increase;

- prices of imports;

- impact of imports on certain economic indicators
(products, employment, market share, profits, etc.).

In order to determine whether a threat of serious injury
exists, the Commission must take into account factors such as:

- the rate of increase in exports to the Community;
- actual rand potential export capacity of exporting
countries.
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The procedure must take place within a specific time
schedule. If substantial injury is found the Commission may
propose restrictive measures to the Council which may adopt the
praposal. In cases where delay in the adoption of restrictive
measures would result in injury difficult to remedy in the
future, the Commission may take these measures itself.

Althaugh the imposition of quotas normally takes place at
the Community level, member states are allowed to impose national
quantitative restrictions as an interim measure. This means that
member states have the right, even for products in otherwise
liberalized EC trade, to restrict imports of a product for 1 1/2
months, and in same cases even for more than 3 1/4 months.

Since the Community has no administrative apparatus of its
awn, Community quotas are divided into national shares ta be
administered by the member states. A “quaota adeministration
cammittee" is made up of representatives of the member states and
chaired by a Commission representative.

The impaosition of quotas must be nondiscriminatory and the
traditional pattern of imports must be preserved. However, the
European Community shows a strong preference for selective
safeguards., To avoid the application of GATT rules to these
measures {(such as the right to retaliatian), many parties to GATT
have resorted to Orderly Marketing Arrangements (OMAs) and
Vaoluntary Expart Restraints (VERs).

An  important characteristic is the sensitivity of these
procedures to influence from pressure groups. Especially in
comparison with unfair trade regulations, it is clear that the
rules for VERs and OMAs are much more general and adhoc. There is
often great opolitical pressure to impese import restrictions,
which allow a certain degree of leeway to diverge from existing
rules and regulations.

Quantitative import restrictions are normally established
at the Community level, although some individual member quotas
exist (mainly as leftovers from the early days of the Common
Market; e.g., Italy’'s quots restrictions on car imports from
Japan). The wexisting quotas mainly affect developing country
exports of some agricultural products, textiles and clothing and
footwear.

The number af article XIX actions taken by +the European
Community (or its membher states) has been small (Table IV.3).
Only five out of nine actions currently remain in force, In
particular, the three safequard actions connected with mushroonms
have been effective in controlling imports from South Korea and
Taiwan into the EC.

GATT has published sixteen Voluntary Export Restraints and
Orderly Harketing Arrangements (see Table IV.4) of which seven
remain in force. The amount of trade invelved 1is quite
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substantial. The country most severely hit by VERs and QMAs is
South kKorea (siv cases representing 275 million ECU in exports in
1982). Restrictions on mutton and goat meat exports from
Argentina and Uruguay affect some 300 million ECU in trade.
Argentina is also restrained in apples, with exports approaching
100 wmillion ECU. The largest single case, however, concerns
Thailand’'s manioc and tapioca exports aof some 600 million ECU,
0% of which are shipped tao the Netherlands in direct competition
with European feedgrain producers. As a result, Dutch imports of
these products from Thailand dropped by 30% between 1982 and
1983. The remaining cases, jute products from India and
Bangladesh, involve much smaller amounts of trade. Close to 1,5
billian ECU of yearly EC imports has been subject to VERs and
OMAs in the last five years.

The Multi-Fibre Arrangement is a kind aof legalized
deviation from GATT rules. Some $10 billion of clothing and
textile exports from Third World countries, representing close to
40% of their industrial exports, is affected by this
protectionist arrangement. Not all textile and clothing products
are subject to quotas, and not every country is as severely hit
as are the major exporters, but instead of the stability in
international trade flows proclaimed as one of its original aims,
a feeling of uncertainty reigns in international trade circles.
Negotiations an the renewal of MFA {or rather the Protocel ta
extend its expiration date) set the stage for heavy debates among
interested parties on the principles and practicalities of
international trade relations. However, even more important to
the practicalities are the bilateral negotiations which will
follow the renewal of MFA.

At present, the Community has concluded agreements with
Bangladesh, Brazil, Bulgaria, China, Colombia, Czechoslavakia,
Egypt, Guatemala, Haiti, Hong Kong, Hungary, India, Indonesia,
Macao, Malaysia, Mexico, Pakistan, Feru, the Philippines, Poland,
Romania, Singapore, South Korea, Sri Lanka, Thailand, Uruguay and
Yugoslavia. Negotiations with Argentina were unsuccesful.

A different set of negotiations was carried out with the
Community’'s preferential suppliers, resulting in a series of
arrangements of varying duration. Malta and Spain have
arrangements for two years, Morocco and Tunisia for three years.
The arrangement with Portugal includes the post-accession periad
and Cyprus has a one year agreement with the possibility of
renewal. Agreements with respect to cotton yarn were concluded
with both Turkey and Egypt, 1in addition to the bilateral MFA
agreement.

All MFA agreements contain clauses provided for by the
Proatocol (and demanded by the European Council’'s negotiating
directives) to deal with "import surges” within quotas, fraud,
administrative procedures and the imposition af new guotas (the
“basket extractor mechanism"). Moreover, the Community has
maintained the right to unilateral action if an agreed upon
solution cannot be reached on the basis of consultation.
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The Community introduced a new element in its negotiating
procedures by making GSP treatment for textiles and clothing
dependent on the canclusion of bilateral agreements; thereby
vividly demonstrating the limitations of unilateral, nonbinding,
tariff preferences. MHoreover, the Community has provided a
breathing space for itself by concluding bilateral agreements
with durations which extend beyond the time span of MFA and
Protocol. This way the Caommunity has both the instruments and the
time available to continue with protectionist measures in this
very sensitive field.

A major instrument for the Community in dealing with
allegedly unfair foreign coapetition is provided by the
anti-dumping and countervailing duty procedures.

Any natural or legal person acting on behalf of a Community
industry can file a complaint with either the Commission ar a
member state which shall forward it to the Commission. The
Commission has the legal right to act upon its own 1initiative,
but thus far this has never happened. The Commission consults an
advisory committee (consisting of representatives of wmember
states) in deciding whether it is justified to initiate a
proceeding or not. As the EC is a signatory of the GATT code an
subsidies and countervailing measures, the main elements of this
consultation are:

- the existence of dumping or subsidization;

- the extent of injury;

- the casual link between dumping (or subsidization
and injury;

It may take the Commission several months to decide whether
a complaint 1is admissable. The initiation of a gproceeding is
announced in the Official Journal of the European Communities,
Normally, interested parties are given thirty days to indicate
their wish to provide information regarding the coeplaint. An
investigation can easily take from six months to a year.

A product is considered to have been dumped when it is saold
below its normal value. In establishing this normal value several
indexes are used, e.g., prices on exports to third countries, and
a constructed or adjusted value which takes into account sales at
a loss in the home market (a reasonable profit is then
calculated). This last calculation involves an extension to the
definition of dumping used in the GATT anti-dumping code. This
extended definition has been used in about onethird of the
Community’'s decisions regarding dumping.

The Community uses the normal criteria far its
determination of whether injury exists or not: volume, price
level and growth rate of imports, indicators of the status of the
Community industry. in question {output, employment,
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profitability), and so forth. In its determination of wether or
not a causual link exists between low priced imports and injury
to the domestic industry of the same product, the Commission must
investigate if EC industry has lost sales to allegedly unfair
priced imparts and if the factor price has been a major
consideration for users to buy imported articles instead aof EC
production.

The investigations by the Commission may take place not
anly within the Community itself but also in nonmeaber
countries, including the exporting country and other comparable
countries, The Commission’s powers for obtaining information are
much less than for example in antitrust cases: the Commissian
has na power to force producers, importers or exporters to
disclose information. To obtain the necessary information, oral
hearings and also so-called "canfrontation meetings” are held. In
these meetings, opposing parties may present their views and
discuss their opinians.

Often the proceedings are terminated with undertakings,
which can take two forms:

- elimination or limitation of the subsidy;
- an increase in export price or a reduction in volupe
af exports.

If an undertaking is accepted by the Commission, the
investigation will be terminated. The unfinished proceeding thus
creates an uncertainty, particularly since an investigation «can
be reopened if the undertaking is violated.

If no wundertaking is agreed upon and injury caused by
dumping or subsidization is established, anti-dumping ar
countervailing duties will be levied. The amount of these duties
is normally either the dumping or subsidy rate, calculated by the
Commission. In the case of dumping the amount of this duty
depends on the dumping margin, the difference between actual and
normal export prices. The duty can be lower than the subsidy or
dumping margin if a lower duty were sufficient to eliminate the
injurious effects of unfair priced imports.

In the second semester of 1984 the European Communities
adopted new rules governing protective measures against wunfair
trade practices. EEC Regulation 2176 and ECSC Regulation 2177
increased the powers af the Commissiaon in this field. Accarding
to these regulations the Commission can, for instance, initiate
anti-subsidy investigations against third countries even if the
alleged subsidies are no longer granted. If injury 1is found,
countervaling duties can be 1issued, but will be suspended
immediately, a practice which increases uncertainty. In the case
of an anti-subsidy proceeding against soya hean oil cakes
ariginating in Brazil, initiated in March, 1984, the alleged
subsidy --preferential financing of working capital for export
production-- had already been eliminated. This case led to
vehement protests by the Brazilian authorities, who claimed that
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this practice af the Commission is in clear vialation of its
obligations wunder GATT rules. Apother new regulatien (2441),
known as the "new instrument of commercial policy" empowers the
Commission to take measures against unfair trade practices by
third countries in third markets.

In the periaod 1980-1982 na less tham 13! anti-dumping and
anti-subsidy procedures were initiated (Table v.5) ar.
Considering that 7! procedures remained from previous years and
that 53 cases were not completed befare the end of 1982, a total
of 149 procedures were completed in this period. In 35 cases no
protective action was taken. In 1B cases no dumping or subsidy
was found. HMost other cases were teraminated because no damage as
a result of dumping or subsidization could be established.

When subsidization or dumping is found, procedures are,
nevertheless, frequently terminated with the acceptance by the
European Commission of undertakings offered by exporters in which
they promise to eliminate the allegedly injurious effects of
exports either by reducing the export volume or by raising their
prices to levels acceptable to the Commission. In 1982, 35
procedures were ended this way versus only 7 in 1981 and 46 in
1980. The high figure for 1980 can be explained by the large
number of complicated procedures initiated, but nat resclved, in
1978 and 1979 as a precautianary measure under the ECSC steel
policy.

To prevent further injury during a procedure, it has becone
standard practice to levy praovisional anti-dumping duties once
injury is found. Within two months (with a possible prolongation
of another two wmonths) the provisional duty wmust be wmade
definitive (or an understanding must be agreed upon if the final
injury determination 1is affirmativel. In a total of 35 cases,
provisional duties had been levied, indicating that in about half
of these cases no definitive duties were levied.

The necessity of levying provisional duties is closely
related to the time required to complete a procedure. The average
duration for 1980 was 9.6 months, versus 8.7 months in the second
half of 1982 10/. The Community claims that this period is in
line with its major trading partners. Praovisional duties are, on
an average, laevied (for those procedures initiated in 1982) 4.3
months after the start of the procedure, a considerable reduction
compared to the 7.5 months for those procedures begun in 1980 11/
Only 7 of the procedures started in 1982 were not ended within
ane year, compared to 32 of the 1980 cases 12/.

In 23 cases definite duties were established.

In each vyear of the period 1980-82, over 40% of the new
procedures involved chemical products. Engineering products were
second in importance in 1980 and 1981, but in 1982 the number of
procedures in this sector was almost -negligible. In turn,
procedures against 1iron anu steel products increased to 13 in

85



1982 {5 cases involving Brazil, see also Table IV.&).

The large nuaber of cases(9) initiated against Brazil in
the period 1980-1982 put this country in fourth place after
the United States (21), Chechoslavakia (12) and the German
Democratic Republic (9) (Table IV.&4) 13/. & total of 32 countries
were involved in unfair trade proceedings, but 15 were involved
in only one procedure each.

In addition to the 131 procedures which began in the period
1980-1982, the Commission reviewed 65 procedures concerning cases
which had been terminated with either provisional or definitive
duties or price undertakings. The Commission has the obligation,
in accordance with GATT codes, toc initiate new investigatiaons if
these are justified because of changing circunstances. In the
period 1980-82, 24 new investigations were terminated. In 13
cases the price undertakings were madified. The other cases
terminated in the imposition of a definitive duty (1),
modification of definitive duties (2), cancelation of national
anti-dumping duties (5) or maintenance of the measures in force
(3) 14/
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Table V.1

EURDPEAN COMMUNITY: HIERARCHY OF EXTERNAL TRADE RELATIONS (1980)

Countries

Agreesent

Trade provisions

{1} EEL (Belgius, Denmark. France,
Germany, Ireland, Italy, Luxeabaurg,
the Netheriands, United ¥ingdoa)

12) EFTA (Austria. Finland, Iceland,
Norway, Poriugal, Sweden, Switzerland)

{3 59 African, Caribbean and Pacific
countries (ACP)

(4} Applicants to the EEC
Sreete

Spain

Portugal

{3} Haghreb countries (Algeria, Morocco.
Tunisia)

{6} Mashreq countries {Egvpt. Jordan.
Lebanan, Syria)

Treatv of Rose (1957}
Treaty of Accession (1973).

Free Trade Aoreepents {1973
for an unlimited period).

Lore Conventinn 13975 for 5
vears). Second EEC-ACP con-
vention {1980 for five vears,
not vet ratified),

fdssociation Aoreesent (1962}
providing for full customs
union by 1984,

Preterencial Trade Agreement

(1976) working towards customs
union. Accession on | Jan., 1984

Free Trade Agreesent {(1972)

Preferential Trade and Co-
operation Aoreesents {1974)

Preferencial Trade and Co-
operation Aoreesents (1977)
for an uniisited period. a/

Free trade in all goods
Comson external tariff on ieports from third countries

Free trade in all manufactures except paper and metals

Dutv-tree access to the EEC for all industrial and manv
agricultural goods, though one or two products subject
to safequard rlauses. Some roncessions for leviable agri-
cultural products. Guantitative restrictions on bananas,
beef. sugar and rus. Beneral safeguard clause.

Duty-free access tor all industrial goods, except steel
and toal, and a range of apriculiural goods. Volume of
cotton products not restricted under MFA but.limited by
VER,

601 duty reductions on most industrial goodsi sose
concessions on agricultural products. Cotton products
linited bv VER.

Buty-free access for all industrial ooods {under EFTA};
soae concessions on agricultural products. Cotton pred.
covered by VER.

Duty-free access to the EEC for sest industrial goods.
Taritf concessions on some agricultural goods.

Duty-free access to the EEC for sost industrial goods.
taritf concessions on sose agricultural goods. Egqypt’s
exports of cotton are restricted under MFA.




Table IV.! rontinued
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Countries

fAgreeaent

Trade provisions

{7} Other Mediterranean countries
Torkey

Naita

Cyprus

israel

Yugosiavia
{8) Other LDCs (except Taiwan}

(9) People’s Republic of China

(10) Developed countries which are
GATT signatories, plus Taiwan

11} COMECON (excl. Rosania and Cubal

Association Agreeaents
praviding far full custoss
union with EEC

11944 for unlimited peripd)

{1971 for 5 vears) b/

11973 for 4 vears) b/

Preferential Trade and Co-

operation Agreeeents.

{1975 for unlimited period)

{1980 for S years)

Generalised System of
Preferences.

Seneralised Systes of
Preferences.

BATT. ¢f

Duty-free arcess for industrial poods, except some textiles,
toal, steel and petroleus productsi some concession on agri-
cuttural products. Cotton products subject to VER.

Fros 1970 duty-free access for industrial goods, some con-
cessions on agriceltural goods. Cotton products subject to VER.

70-100% duty reductions on sost industrial goodsi soae con-
cessions on agricultural goods. Cotton products subject to VER.

Duty-free acces for post industrial goodsj substantial
toncessions on 83% of agricultural goods.

Duty-free access for sost industrial goods except textiles and
nonferrous metals. Sope concessions on agricultural goods,
notably mine, tobacco, beef.

Duty-free access for industrial qoods - for some 150 prod. duty-
free treateent is subject to guotas or ceilings. Duty reductions
on 300 agricultural goods, of which 5 are subject to quotas.

Duty-free access as above but excluding certain agricultural and
sanufactured products.

NFN treatment.

Least Favoured Nation treatsent

Saurce: Ann Weston. The EEC's Beneralised Svstea of Preferencies, 0DI, 1980, p.17. {(updated).

a/ Subject to periodic review.
b/ Can be extended autosatically.
¢/ Binding subject to safeguards.



TABLE 1V.2

EC(9) INPORTS ACCORDING TD TARIFF TREATMENT IN 1980

leports ($ aillions) percentage brezkdown
Tariff preferences Tariff preferences
Total  WFN - Total NN --
sources Total 6P 65P and Total 6SP B8P and
pref, other pref.  other
only oref, only pref.
Total isports excluded petroleus 268 223 109 883 &0 969 41 444 19 525 100,0 100.0 100.0 160.0 100.0
HFN 0% bound 88 031 39993 20 366 13 679 [X::H 32.8 36.5 3.7 33.0 35.3
HFN dutiable or 0% unbound 180 192 &9 430 40 403 27 785 12 638 87.2 63.5 66.3 &7.0 847
Covered bv free trade agreesents 50 082 - - - - 1.9 - - - -
Covered bv soecial preferences 25 477 - 7016 - 7016 9.5 - .5 - 35.9
Covered bv 657 2 09 - 09 20 049 - 1.5 - 32.9 48.4 -
Covered by LDC trestment 275 - 275 s - H - 0.5 0.7 -
Other (HFH treataent} & ile 69 690 8 560 7 421 i 139 310 £3.5 14,0 17.9 5.8
CCEN Chapters {-24 4151 15 817 21 344 13 825 7939 1000 100.0  100.0  100.0  100.0
NFN 0% bound 10804 6225 4 190 3 484 706 1.5 3.9 19.6 26,9 8.9
MFN dutiable ang 0% unbound BVHr 93w 17 M 9 941 125 75.5 60.1 80.4 740 91.9
fovered bv free-trade arrangesents 824 - - - - L9 - - - -
Covered bv special preferences 10 513 - 706 - 7 0t4 23.8 - 32.8 - 68.4
Covered bv 6SP 4 074 - 4074 4074 - 9.2 - 19.1 30.3 -
Covered by LDC treateent 10% - 103 103 - 9.2 - a.t 0.8 -
Other (NFX treatwent) 17748 § 392 5979 5 782 27 40.1 40,1 28.9 42, 2.7
CCON Ehapters 25-99
excluding petroleun 224 072 94 b6 39 605 28 019 11 386 100.0 1000 100.0  160.0  100.0
HFN 0% bound 2T 33B 16376 10195 4181 3.5 35.9 4.3 36.4 53.3
WFR dutiabie and 0% urbound 15 845 50298 23229 17 84 5405 5.9 LB 58.7 53.4 4.7
Covered by free-trade agreenents 39 256 - - - - 17.3 - - - -
Covered bv special oreferences 14 964 - 4483 - 4483 6.7 - - - 8.7
Covered bv 65¢ 15 995 - 15995 15995 - 7.1 - 40.4 3.1 -
Covered by LGC treataent 170 - 170 170 - - - 0.4 6.4 -
Other (HFN treataent) 85 398 60 298 258 1659 922 9.2 $4.01 6.5 5.9 8.0

Source: 1980 Tariff Studv ¢iles

a/ Includino imports of ail iteas subiect to isport levies.

b/ Including imports eligible for BSF or LD treatment but accorded n.f.n. treatment because of quota and ceiling
limitations and the nonutilization of GSP or LDC preferences.

¢/ Includine inports of dutv-free itens unbound ar current dutv-free itess bound at positive rates (ceiling bindina}

d/ ACP countries, Algeria, Cvprus, Eovpt, Jordan. Lebanon, Morocce. Syria, Tunisia and Yugoslavia.
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Table .3

EUROPEAN COMSUNITY: SAFEGUARD MEASURES BY THE EEC UNDER ARTICLE XIX. BATT

Product Heasure Buration Reference
1. Hard coal and hard toal  reneal of general Septesber 1958 - now . L/835. L/
preducts licensing {individual

licensing introduced)
{Federal Republic of
Bermanv onlv}

2. Raw silk Intreased tari¢é Kav 196% - now L/3231 + Add.}
ftariff ouotal (Action terainated on
{italv onlv) silk waste in fugust
1569}
3. Preserved tultivated Suspension of import Mav 1979 - Mav 1980 L/4478, L/4994
pushrooms (CCCN 20.6248) licences L5108
4. Yarn of svnthetic fibres Guantitative restriction  Februarv 1980 - L/4942 + Add.1-6
{CCCR ex. 51.01A) ({Urited Kinodom onlv} Deceaber 1980 .
5. Cultivated mushrooms in  Isport licences foril 1980 - now L/4994 + Add.t
brine {CEEN 47.03E) {guantitative restriction)
&. Preserved cultivated Ieport licences Mav 1930 - Decenmber 1980  L/4994 + Add.
mushrooss (CCON 20.02) {enbaroo}
7. Dried orapes Coapensatorv charge Getober 1982 - now 175399 + Add.1-10
8. Tableware and other Giobal ouata Januarv 1983 - L73447 + Add.1
articles of a kind {United Kinodom April 1983
cosnonly used for and France}

dopestic or toilet
purposes, of stoneware

9. Certain guartz watches Blobal guota April 1984 - L/5b45
(France) Deceaber 1985

Source: GATT. Conaittee on Trade and Developaent. Part IV Consultations: Backoround information EEC. Note
by the Secretariat. Beneva. 1984, Table 14, {COM.TD/W/402).

90



16

Table V.3

EC: IMPORT DUTY RATES FOR SELECTED AGRICULTURAL PRODUCTS APPLICABLE T0 BRAZIL AND TO COUNTRIES WITH PREFERENTIAL AGREEMENTS

08.02.22
03.901. 11
99.04. 11
13.07.70
16.02.53
17.03.00
18.03,00
18.04.00
20.07. 5}
21.92. 10
21,07.24
24.01.10
24.01.70

Sweet oranoes
Unroasted coffee
Pepper

Fixed vegeiable oils
Prep.of bovine meat
Helasses

Cotoa paste

Cocea butter

Dther fruit/veq. suices
Extracts of coffee
Food preparatians
Tobacco, Virginia tvee
Other unsanué. tobacco

1980 duties

1980 imports ($ millions)

Principal suppliers

Brazil Preferential countries mith with preferential
------------ agreeeents  Brazil  preferential agreesents
tvpe 3 i/ acreesents
HFN 4.0 9.8 11.5 81.9 Morecco. Cvprus, Israel, Spain
NFN 5.0 free 810.7 1360.5 Ivory Coast, Cameracn, Kenya, laire
65P 2.6 tree 10.9 5.2 Madagascar
65p 1.0 free 87.2 2.1 Senegal, Nigeria, Sudan, Papuz N.Guinea
&5P 7.9 free 84.9 1.5 Botswana
NFN  n.a. n.a. 84.9 45.8 Hauritius, Kenva, Ivory Coast, Fijt
BSP {10 free 4.6 93.3 ivary Coast, Cameroon, Ghana, Migeria
§5P 8.0 free 80.4 216.8 Ghana, Nigeria. Ivory Coast, Spain
85P 9.0 tree 10.3 2.5 Kenva
BSP 3.0 free 136.6 12.3 Spain
85P 9.0 free 23.% 3.5 Sreere
85F  n.a. free 114.3 169.1 Nalawi, limbabwe, Ianbia, Greece
85  n.a free 41.0 140.3 Greece, Turkevy, Malawi, Cameroon

Source: BATT Tariff Assessaent.

i/ Duty rate applicable under preferential agreements to countries other than sionatories of free-trade areaz agreesents.



EQ: BNTI-DUMPINE AKD AWTI-SUBSIDY INVESTIGATIONS

agcainst isports
from all sowrces against imports oricipating in Brazil af
if Jan.1980 - 3% er.t982) {1 Jan.1980 - 31 Dec.i984)

1930 {981 1982 tetal 1980 1981 1982 1983 1984 total

Pracedures unger treatsent

at the start of the periad T il 4 n/a 1 2 - 4 i nfa
Rew procedures started 23 48 8 13 i i ] { Z 12

frocedures treated 96 77 i04 n/a 3 3 & § 3 nia

Procedures ended bv:

- levving of definite dutv 8 19 7 25 - - le/ 29/ - 3
- acceptance of undertaking L1 7 35 a8 - 2o - th - 3
- change in earket situation 4 - - 4 - - - - -
- no dusping established 7 7 3 17 - - - - - -
~ np subsidy established 1 - - t tb/ - - - - i
- no injury established i [ & 13 - 1dr - - - 1
- other reasons - 3 - - - - 1§ 1131 - 2
Nurber of procedures terainated &7 3t 3 149 H 3 2 L) - 19
Procedures in treatasent

at the end of the period 29 4 53 n/a 2 - 4 1 3 jl nia
Provisional duties tevied 7 10 8 25 - - - - 1 ki

Source: "First Annual Report of the Coneission of the European Comsunities on the Cossunity’s Anti-dumping
and Anti-subsidy Activities". COM(B3) 519, Sept. 12, 1983 and Table V.7 of the present report.

a/ See alsa Table V.7.

b/ Stainless steel bars.

c/ Tubes and pipes of aalleable cast iron.
Women's leather shoes.

d/ Hersetic compressers for refrigerating equipaent.

e/ Cold rolled iron and steel platesi definite anti-dusping duty.

£/ Cold rolled iron and steel platesi anti-subsidv case suspended because definite anti-duaping duties
were imposed.

g/ Hot rolled iron and steel plates: definite anti-fusping duty.

h/ Hardboard.

i/ Hot rolled iron and steel platesi countervailing dutvy suspended because definite anti-dusping duties
had been imposed.

i/ Shavels,
Bralic arid.
0il cakes of soya beans.

k/ Orxalir acid.
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Table Y.

EC: ANTI-DUMPING AND ANTI-SUBSIDY IMVESTIGATIONS. PROCEDURES STARTED IN 1980-1962

1986 1981 1982 Total

i) Bv product

Total 25 48 58 131
Chenicals 12 23 25 &0
Textiles 2z 1 - 3
Wood and paper 3 4§ { 8
Engineering b 18 2 26
Iran and steel (EC and ECSC) i H 15 17
gther metal products - - ] [
Gther produrts 1 f g it
ii) By courtrv

United States 8 4 7 3
Chechosiovakia - 8 5 13
Gernan Demncratic Republic - b & 12
Brazil 2z 1 [ g
China 1 2 § 7
Hungary 1 3 i 7
Poland - b 1 7
Rosania - 4 3 7
Soviet Uniop i 3 3 7
Spain 2 % 3 b
Japan i ! 3 b
Yugpslavia - 2 2 )
Canada i { { 3
Veneruela - - 2 2
Sinoapore 2 - - 2
Fuerto Rico 2 - - 2z
Sweden i - 2
Other countries a/ 3 2 10 15

Source! “First Annual Report of the Commission of the European Communities on the
Coamunitv’s Anti-dumping and fnti-subsidv Activities”. COM(B3)3519.
Seot. 12, 1983.

a/ Argentina, Australia, Bulgaria, Dosinican Republit., lceland. Israel. South Korea.
Korth Korea, Virgin Islands, Malavsia, Norwav, Austria, Turkey. limbabwe and
South Africa. Bach of these countries was subject te a sinole procedure.
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1/ See also J. Verloren: No trade less aid: new view on its
relations with ACP countries; Lome Briefing, No. 13, 1983.

2/ Protectionism and structural adjustment in the world economy.
Report by the UNCTAD Secretariat. Geneva, 1980 (TD/B/888) p.9-10.

3/ GATT, Committee on Trade and Development. Part 1v
Consultations: Background Infaormation. CEE. Note by the
Secretariat. Geneva, 1984. (COM.TD/W/402).

4/ UNCTAD, p.7.

5/ See also: A. Pitrone: The EEC GSP Scheme in the B80s; European
News Agency. Bruxelles, 1981. p.128-130.

4/ See also: GATT. Part IV Consultations (Sectien III:GSP).
7/ GATT. lbid. Table 7.

8/ 6. de Broot. Nieuw protectionisme in Nederland. Maandschrift
Economie. (982/4. p.173.

9/ Commission of the European Communities. First Annual Report of
the European Comaunities on the Community’'s Antidumping and
Antisubsidy Activities. COM(B3) 519 def./2 (Annex K).

10/ First Annual Report. Point II.

11/ First Annual Report. Table (2.

12/ First Annual Report. Point 13,

13/ First Annual Repart. Annex L.

14/ First Annual Report. Table 2.
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V - TRADE COVERAGE OF EC IHPORT RESTRICTIONS FACING BRAZIL

al Areas of trade conflict

The priciple areas of trade conflict between Brazil and the
EC concern the EC’'s preferential trade agreements with a series
of third countries, the Common Agricultural Policy, the
prohibhition of imports inta the Community of sheep and pig meat
originating in Brazil (for sanitory vreasons), unfair trade
proceedings, the ECSC policy concerning imports of iran and steel
into the Community and the Multi-Fibre Arrangement. In this
sectign thece areas of conflict are commented on briefly. Section
b} provides information on EC tariff protection affecting Brazil.
In section c) an attempt is made to quantify the value of EC
imports ariginating in Brazil, which were affected by EC trade
restrictions in 1984,

i) EC preferential trade agreements

The EC maintains Free Trade Agreements and FPreferential
Trade and Cooperation Agreements with EFTA countries, ©Spain and
Fortugal, The Maghreb, Mashreq and other Mediterrenean countries
and ACP countries. Brazil receives preferential treatment under
G65F, but with respect to agricultural products the GSF program of
the EC excludes many articles, while pasitive rates are applied
to most GSF articles. In practice this means that Brazil is in a
disadvantageous position in vrelation to ACP countries in
agricultural oproducts, the most important competitors being a
series of West African countries. Tahle V.3 gives an indication
of thig for selected articles. It is difficult to quantify the
impact of different tariff treatments on Brazil's export
possibilties to the EC, As mentioned before (Chapter II, section
c), the reduction of Brazil's share in EC imports of cocoa since
1975 wmight be attributed to the more favourable treatment
received by ACP countries.

ii}  The Common Agricultural Policy

Froducts covered by CAF account for only a small part of
Brazil‘s weuports of agricultural products to the EC. Far this
reason the trade coverage of variable levies and components is
low. The overall impact of CAP on Brazil’'s exports is difficult
to gquantify. @As mentioned in Chapter III, CAP has an important
impact on the volume and price stability of world trade in
agricultural products. The most conflictive element of CAP  has
been the export restitutions on sugar, which provaked a apen
Brazil-EC conflict in GATT in 1978.

iii) Unfair trade proceedings

In the period 1980-1984 EC producers initiated 12 anti-
dumping and anti-subsidy proceedings against Brazil, involving EC
imports fram Brazil to an amount of 1.2 billion ECU {1982 trade,
see Table V.6i. This figure is heavily influenced by ane, still

unresolved at the end of 1984, anti-subsidy proceeding concerning
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oil cakes'of soya heans. This investigation was carried out in
spite of the fact that Brazil tad already suspended the alleged
subsidies at the time that the procedure was initiated. It was
terrinated in April, 1983 without the imposition af
countervailing duties. Of the remaining cases, two groups of iron
and steel articles were subject to both anti-dumping and
anti-subsidy proceedings. In both cases subsidies were found, but
countervailing duties were suspended because anti-dumping duties
had already been imposed. In March, 1985 the EC and Brazil agreed
to a "voluntary" export restraint agreement on iron and steel
products which covers 1985 exports. In return the EC will suspend
anti-dumping duties on coils, plates and sheets. fis a result nane
of the definite anti-dumping or countervailing duties imposed on
EC imports in 1984 will remain in force in 1985. However, price
undertakings remain in force with respect to ladies leather
footwear, tubes and pipes of malleable cast iron hardboard, and
oxalic acid {by the principal Brasilian exporter of this
product).

iv}) Iron and steel products.

The European Commission has established minimum internal
prices that Community producers are required to charge for iron
and steel! products covered by the ECSC policy. To prevent that
foreign suppliers from capturing a large share of the Community
market through lower prices, the volume and prices of imported
steel articles are controlled by "voluntary" export restraint
agreements negotiated with the main suppliers and basic prices
imposed on other countries.

Under restrictive ECSC agreements, supplier countries are
subject to ceilings. MWithin these ceilings they are permitted to
sell carbon steel products at prices that are 6% below delivery
prices for EC producers and to sell specialty steel product at
prices that are 4% below delivery prices. Under these agreements
the EC also suspends anti-dumping procedures.

On 1t April, 1985 Brazil agreed to a restrictive export
arrangement cavering 1985, In return the EC will suspend definite
antidumping duties on coils, plates and sheets.

v} The Multi-Fibre Arrangement

Textiles are one of the principle commodity groups of
Brazil's exports to the EC and at the same time a major target of
the Community’'s protectionist policy. One might thus expect
textiles to constitute a major area of conflict in Brazil-EC
trade relations. In the bilateral agreements negotiated with
Brazil within the framework of MFA, the EL has restricted
flexibility provisions to a larger extent than originally
fareseen in WMFA, principally through the introduction of the
surge mechanism and the elimination aof ‘“carry-forward” and
"carry-over" facilities in the case of articles classified under
group 1. This group represented more than 80% of the value of EC
imports of MFA articles originating in Brazil in 1982(Table v.9).
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This section presents data and background information on EC
tariff protection affecting Brazil. The data base is a GATT study
on "ad valorem" eguivalents af EC tariffs in 1980, obtained for
each tariff line by dividing tariff revenues by the corresponding
impart value. The GATT study alsa pravides pre --and post-- MTN
rates, as well as GSP rates. Average duties for tariff categaories
are estimated on the basis af EC imparts from Brazil in 1980.

GATT study provides infarmatien on 610 tariff lines,
representing $5.7 billion of EC imports ariginating in Brazil in
1980. The following tariff information is further analysed in
this section:

MTN-B base rate before the Tokyo Round
HTN-F final rate {post Tokyo Round]
MFN-80 MFN rate applicable in 1980
GSF-B  GSP rate in 1980

It has not always been possible to assess ad valorem duties
on imports subject to variable levies. Far this reason Table ¥Y.1
iz based an 594 tariff lines (exciuding those without information
an HMFN-80 rates) and Table V.2 on 386 tariff items ({excluding
those without information on MTN-B or MTN-F rates)

A serious shortcaming of these figures is that GSP  trade
includes imports eligible +for GSP treatment but accarded HFN
treatment because of gquota and ceiling ligpitations and non-
utilization of the GSF preferences. This means that there exists
an underestimation af average impart duties and am overestimation
of tariff preferences under GSP.

As mentioned in Chapter I[II, Brazil has been affected by
tariff quatas on cacea butter, scluble caffee and raw tobacco
(Table V.46) and a number of industrial products.

Almost a quarter of Brazil’'s exparts of industrial products
other than texwtiles fall inta categories for which tariffs were
reintraoduced in the period 1980-1983. The most affected
categories are iron and steel, chemicals, leather and leather
products. G6G5P exclusions add teo uncertainty in the international
trading ceystem and reduces its transparencyy it alsa affects
export planning in developing countries.

Table V.1 provides information on the compesitian of
imports by tarif{ categories and trade weighted average import
duties in 1980 broken down by commodity classes. The average duty
levied on EC imports from Brazil was 2.6%. In practice this rate
was higher as a seriec of articles eligible for GSP received MFN
treatment,

Tariffs aon EC imports of agriculural products from Brazil
are significant, the trade weighted average rate being 4.7%. The
trade weighted average of GSP rates is 1Q% which is higher thanm
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the average MFN-80 rate an non-GSP articles. The average BSP rate
iz almost 7 percentage points lower than the MFN-B80 rates for the
same products, but in most cases significantly higher than other
preferential rates (see Table V.3).

The average 1980 duties on EC imports of industrial
products {from Brazil is very law (0.3%). 1In 1980, 93% of the
value of industrial imports from Brazil entered duty-free into
the EC market, either on the basis of zero MFN rates (49%) or as
GSF articles {44%). The average rate for dutiable MFN articles
was 4.6%. Dutiable articles account for 10% of all industrial
products (excluding mineral products) and are principally iron
and steel products, textiles and hides, skins and leather
products. '

Even considering the restrictions mentioned above, these
data seem to indicate that the GS5F programme of the EC is
relevant for Brazil. Industrial products receiving duty-free GSF
treatment accounted for 48% of the value of imports of industrial
products (excluding mineral products) from Brazil in 1980, or 78
when articles with zeroc MFN-BO rates are excluded. On GSP
articles, Brazil enjoyed a trade weighted average tariff
preference of 9.74 in comparisaon with countries receiving MFN
treatment.

Table V.2 presents additional informatien, oprincipally oan
pre- and post-MTN rates, permitting an evaluation of the likely
effects of WMTN on EC import duties facing Brazil. EC tariff
concessions in MTN will reduce the simple arithmetic average MFN
rate levied on imports fram Brazil from 9.5% to 7.4%, and the
trade weighted average rate from 5.2% to 4.3%. For GSP articles
the reductions are from 10.3% to 7.3% (simple aritmethic average)
and from (2.0% to 10.2% (trade weighted average). These
reductions imply an erosion of tariff preferences that Brazil
enjoys as a G5P country. It is expected, however, that the
benefits that Brazil accrues from MTN tariff reductions cutweigh
the disadvantage of the erosion of preferences on GSP articles.

f series of GSP articlec received MFN treatment because of
quota and ceiling limitations., In 1984 these limitations affected
2€ imports from Brazil to an amount of some 300 aillion ECU,
principally leather faotwear, bovine leather, wood products aad
iren and steel coils, plates and sheets (Table V.5).

This section provides estimates of the trade coverage of
the main open EC impart restrictions against Brazilianm products,
applied at the Community level in 1984, The following
restrictions are considered:

1} variable levies on imports of agricultural products in
the framewark of CAP;

2) unfair trade (anti-subsidy and anti-dumping) proceedings;
restrictions under the Community policy regarding steel
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(ECSC productsi;
4) limitations of imports of textiles and clothing under
the bilateral agreement in the framework of MFA.

Trade subject ta restrictions in 1984 is estimated and
related to the value of total Brazilian enports to the EC on the
basis of EC impart statistics far {982 {(Table V.11) and Brazilian
export statistics for 1982 and 1983 (Table V.10). (The relative
importance of different import restrictions will change in 1985
when anti-dumping duties on iron and steel «coils, sheets and
plates will be eliminated in return for a restrictive bilateral
trade agreement. This will, however, not change the total trade
coverage of EC import measures).

These figures must be treated carefully. They do not
indicate the intensity aof the trade measures in guestion. The
figures refer to actual trade realized in spite of import
restrictians, and not to potential trade which would be poscible
in the absence of restrictions. {(In the extreme case that import
restrictions are prohibitive to trade, these restrictians can not
be measured on the basis of trade figures).

i) Variable levies

GATT studies such as the GATT Tariff{ Assessment presented
in section b) indicate that EC imports from Brazil suffering
variable levies ar components are heavily concentrated in a small
number of product categories: ameat, fruit preparations and
juices, and --in some vyears-- tobacco, sugar and molasses.
According tao the GBGATT study, variable levies and components
affected some %426 million of EC imports from Brazil in 1980 (14%
of the value of all food items imported fram Brazill.

Since only a minor part of Brazilian agricultural exparts
to the EC consist of producte covered directly by CAF, the trade
caoverage of variable levies and components is small. According ta
preliminary research, on the basis of an inspection of the
Official Journal of the European Communities, in 1984 variable
levies and compaonents were charged on EC imports from Brazil of
fresh and chilled bovine wmeat, rye, broken rice, buckwheat,
prepared or preserved pineapples, and some less iapartant
products, which represented a 1782 trade value of some 73 million
ECU of trade (Table V.11). Brazilian export statistics indicate
corresponding export values of $7.5 million in 1982 and §$7.8
million in 1983 (Table V.10).

ii) "Unfair" trade proceedings

Unfair trade proceedings include both anti-subsidy and anti
dumping actions. In the operiaod 1980-1984, 12 wunfair trade
investigations were initiated against imports fronm Brazil,
involving 10 product categories, of which two products were
subject to both dumpiing and subsidy investigations:
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EC imports from

year " number of cases  Brazil in 1982
initiated (million ECY)

1980 2 6.4

1981 1 60.3

1982 6 129.7

1983 i 0.2

1984 2 10191

Total 12 1215.6

Concerning the trade involved, by far the most impartant
actian has been an anti-dumping proceeding concerning oail cakes
of soy bean. The action was initiated in October, 1983 against
imports originating in Argentina and extended to imports from
Brazil in March, 1984,

In the period 1980-1984 anti-dumping proceedings were
initiated concerning imports of eight manufactured articles
originating in Brazil, but the trade involved has been relatively
small (Table V.4). Definitive duties were imposed in three cases
(iran and steel plates and sheets and iron and steel coils far
rerollingl. One investigation (compressors) was terminated
because neo injury was found. In the anti-subsidy cases involving
iron and steel products, subsidies and injury were found, but
countervailing duties were suspended, as anti-dumping duties had
already been imposed an the same articles. The remaining three
investigations were terminated with price undertakings.

Anti-subsidy proceedings in the EC against Brazilian
products have been few in comparison to such actions in the
United States, but made wup the lion’'s share of anti-subsidy
proceedings in the EC. In the period 1980-1984, three anti-
subsidy investigations were initiated against Brazil. In one case
invalving ladies’' footwear, the investigation was terminated with
a suspension agreement. Under this agreement Brazil has committed
itself to offset with an export tax the allegedly injurious
effects of export subsidies.

Brazilian exports to the EC subject to unfair trade
praceedings amounted to more than $ 1 billiohn in 1982, of which
$900 wmillion corresponded to o0il cakes of soya beans (Table
V.10}, Corresponding exports of manufactured goods amounted to
$173 million.

With regard to the nine categories of industrial products
- invelved 1in unfair trade investigation, in six cases more than
half of the Brazilian exports were destined for a single national
market within the Community. In spite of the small volume of
these trade flows, this regional concentration might contribute
to the strengthening of protectionist pressures against specific
products,

In early 1985 anti-dumping proceedings were inpitiated
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against imports of wire rod (February) and tube fittings (Marchi
originating in Brazil.

iii} Restrictions on imports aof steel products

Imports of a wide range of steel products into the EC are
controlled by either voluntary export restraint agreements or
reference prices. The Commission has tried to negotiate export
restraint agreements with its major foreign suppliers. In April,
1983 Brazil and the EC signed an agreement on imports into the
Community of pig iron extending the arrangement of previous years
(Bull. EC 4-1983, point 2.2.15). Negotiations surrounding a wider
range of imports of iron and steel products into the Community
broke off in July, 1983 as the Brazilian authorities did not
accept the Commission’s final proposal concerning a guantity aof
103 thousand tons (Bull. EC 7/8-1983, point 2.2.24), “In 1982
Brazilian steel exports to the EC, apart from pig and cast iron
{8ITC codes 472-674), amcunted to 327 thousand tons. In April,
1984, the EC and Brazil signed an ECSC iron and steel arrangement
only for pig iron. (Bull. EC 4-1984, point 2.2.8).

In February, 1985, a new pig iron arrangement was signed,
establishing a ceiling of 252 thousand tons.

In April, 1985, Brazil agreed to a restrictive bilateral
export arrangement covering 1985. In return, Brazil is allowed to
gell steel products at prices below those which Community
producers are required to charge (6% for carbon steel products
and 4% for specialty steels), while anti-dumping duties will bhe
suspended. This agreement will <change the type of EC trade
restrictions but not their trade coverage, as they apply ta the
same articles.

Under the arrangement, Brazil is allowed a ceiling of
150.000 tons. This is less than the 200.000 tons requested by
Brazilian authorities on the basis of past trade patterns, but
more than the 103.000 originally offered by the EC {see abavel.
The agreement caovers almost all iron and steel exports ta the EC,
excluding welded pipes and tubes and some ather less important
products. Of the global quota, some 40X will be provided by state
enterprise (flat rolled praoducts) and 40% by private firas (non-
flat rolled products). The global quota is divided into
individual member state quotas as follows (in thousand tons):

Germany 52.0
France 4.0
Italy 35.0
The Netherlands 3.0
Belgium/Luxembourg 7.0
United Kingdom 22.5
Denmark 5.0
Greece 20:5
Ireland {.0
e e —r——————————— es e ———
Total 150.0
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Steel imports are thus subject to the following trade
restrictions:

EC imports from Brazil in 1982 (million ECU)

in force in force

type of restriction in 1984 in 1985

- definite anti-dumping duties 113.2 -
- basic import prices 31.0 -
- price undertakings 2.9 2.9
- restrictive trade agreement 28.8 173.0
total 175.9 175.9

The 1982 trade value of 176 million ECU represents
practically the whole value of Brazil's iron and steel exports tao
the Ceommunity. In 1983, Brazilian exports of steel plates and
sheete decreased to almost negligible proportions after the
imposition of anti-dumping duties.

iv) Trade in textiles

In this section data are provided on EC restrictions on
imparts of textiles from Brazil under the Hulti-Fibre Arrangement
{MFAY. In the framework of MFA, the EC and Brazil signed
bilateral agreements covering the periods | January 1978 ta 31
December 1982 and 1 January 1983 until 31 December 1986,
respectively. Both agreements apply to trade in textiles, wool
and man-made fibres originating in Brazil and listed in Annex I
of each agreement.

Both agreements established quantitative limits for a
series of articles specified in Annex II of each agreement. Maost
quantitative limits refer to the Community as a whole (allocated
to member statesi. However, certain limits exist for specific
countries (regional limits, see Table V.9).

MFA products are classified in Broups [ through III (Table
V.8). Frouduets which are not specified in Annex II of the
agreements are subject to possible consultations with a view of
reaching quantitative limits if imports intoc the Community
exceed certain rates in relatian to total imports into the
Community 1in preceding years. These rates are 0.5% for Group I,
2.5% for Group Il and 5% for Group III., (these rates carrespond
to the current bilateral agreement). As Table V.9 points out, in
the current hilateral agreement the vyearly growth of the
quantitative limits +for most product categories was reduced
significantly as compared to the former agreement.

In 1982 EC imports of textiles and clothing originating in
Brazil to an amount of $248 million were subject tp the
pravisions of the bilateral textile agreement, of which $219
million faced gquantitative limits {(Table V.11). With respect to
the value of all exports of manufactured textiles and clothing to
the EC, the bilateral agreement covered 90% while exports subject
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to quantitative limits represented more than 70%.
v} Total trade coverage

In 1982 EC imports from Brazil were classified under 2034
tariff headings, at the six digit level of NIHEXE. Import
restrictions in force in 1984 affected 261 of these items which,
considering only those tariff headings under which EC imparts
from Erazil took place in 1982, results in a "frequency index"
of 13% (Table V.11}.

The total trade coverage --in va.ue terms-- of open EC
import restrictions against Brazilian products 1is presented in
Tables V.10 (Brazilian export statistics) and V.11 (EC import
statistics). EC imports from Brazil which in 1984 suffered trade
restrictions, represented in 1982 1.5 billion ECU in 1982, out of
a total value of 4.1 billion ECU (25%).

in the case of industrial products, "managed trade"
amounted ta almost 500 million ECU, or 2&% of total manufactured
imports from Brazil. The main products were textiles and clothing
and steel products.

The high trade coverage of iamport restrictions an
agricultural oproducts (32%) is heavily influenced by soya bear
gil cake. The corresponding import value exceeded one billion ECU
in 1982. The trade caverage of variable levies and camponents an
imports from Brazil is very lou.

Tahle V.1l also presents data for individual member states
of the EC. These figures must be treated even more carefully for
a number of reasons. At this level the amount of trade is small
and in some «cases it is heavily affected by single product
categories. Trade +{lows can also fluctuate significantly from
vear to vyear. Highly effective trade mesures by definition
cannot be measured on the basis of trade flows. In interpreting
these figures it must be considered that differences in the trade
coverage figures between member states are probably more affected
by the composition of Brazil ‘s exports to each national market
than by differences in national trade policies.

Hanaged trade represente a high share of Brazilian exports
to France and the Netherlands due to the high participation af
oil «cakes of soya beans in Brazil's exports shipped to these
countries. For the same reason the managed trade represents an
even higher ratio of the exports of food items to these two
countries. With respect to manufactured goods the ratio of
managed trade to total trade varies from 13% in the case of Italy
(mainly due to the high share of exports of machines and
transport equipment, principally passenger vehicles) te 36% in
the case of West Germany (the largest Caemmunity inmporter of
textiles and clothing from Brazil) and 38% in the case of the
group of smaller countries (Denmark, Ireland and Greece)
together.
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Table V.1
EUROPEAN COMNUNITY: AVERAGE 1980 IMPORT DUTIES LEVIED DN INPORYS FROM BRAZIL BY COMMADITY CLASSES.

{SATT Tarift Rssessaent)

value of EC imports froa Brazil in 1980 trade weighted average iasort dutv
] " nusber of tarift lines
Chapters $ aillions  percentage breakdown Brazil HFN-80 rates onlv a)
total  NFN-80  NFK-Bp  6SP by tariff treatmpnt

dutv-free dutiable b - total  NFN-BO  NFN-80 B5F  total on GSP

HFN-80  NFN-80 6SP  BSP total dutiable b) articies
duty-free dutiable 4]

Tatal ) 1-99 594 93 48 453 5436 LY 24 2 (55 b 2.5 7.3 3.¢ 5.2 1.8
#gricuitural products 1-24 15 3 25 87 28%0 45 39 (9 47 3.6 1.7 1.0 5.8 6.8
Animal products -5 2 1t 4 7 54 37 55 8 113 43 40 4.7 3 4.% 15.5
Vegetahle products b-14 45 13 12 b2l 1030 17 81 2 ) 42 4.2 5.1 6.5 4.3 9.9
Oils and fats 15 1 4 - ? 128 16 - 8 (00 5.6 0.0 - 5.4 8.6 9.5
Frepared foodstuffs 16-24 37 H 9 3 1678 83 17 20 {54 49 3.3 15.8 .4 8.5 19.7
Industrial products 25-99 479 b0 23 3% 2546 Li 7 4 (g8 0.3 0.5 4.6 0.0 4.5 9.7
Hineral preducts 25-27 2 1" 2 4 329 97 - 30 (000 0.0 0.0 A0 0.0 0.1 5.4
Nonmineral products 28-99 459 4 21 392 1617 73 190 8 87 0.5 1.4 4.6 0.0 1.t 9.8
Chemical produrts 28-38 59 3 2 54 70 1 3 a3 @n 63 1.4 9.4 0.0 9.8 1.5
Plastic eat., rubber 39-40 14 2 - 12 34 28 - 74 (100) 0.0 9.0 - 0.9 8.8 11.8
Hides. leather prod, 41-43 2 3 4 13 96 7 8 85 9 0.4 2.4 4.4 0.0 6.9 1.5
Haod and art. thereaf 44-44 15 4 - 1 1% 53 - 7w b X4 - 0.9 40 8.4
Faper and paper prod. 47-49 it 3 8 181 94 - 5 {100} 0.0 9.9 - 090 0.5 1.3
Textiles S0-63 95 9 .83 356 3 12 7% 87 0.4 1.8 3.2 0.0 19,1 12.3
footuear, etc. b4-67 3 - - 3 9% - - 100 (100} 0.0 0.9 - [ A 7.8 1.8
Art. of stone, ceramic b8-70 17 - - 17 5 - - 100 (100} 0.0 - - 0.0 4.3 8.3
Precious stones. etc. 7i-72 10 ] - 4 3 93 - 7 {100 0.6 0.0 - 0.0 0.4 5.2
Dase eetals 73-83 70 4 12 54 208 2 52 Wbouwn w7 4.9 5.t 0.0 5.9 1.0
Hachinery 84-85 88 4 - a4 229 - - 100 (1000 0.0 9.0 - 0.0 8.4 8.7
Transport equipeent  86-89 18 3 - 15 124 9 - 4 {100} 0.0 0.0 - 0.6 10.2 1.1
Dther manuf. articles 90-99 39 & - 34 16 2 - 7940 0.0 0.0 - 0.9 1.8 9.8

Sourte: ECLAC. on the basis of BATT, Tariff Assessaent. Tarits are WFN rates apliicable in 1980 (MFN-80).

a) Applving the MFN rate applicable in 1980 to iaports of G5P articles froa Brazil. This hypothetical rate indicates the average tarifé preference that Brazil
enjoyed under the EC GSP program in 1980. calculated on the basis of the structure of EC imports fros Brazil.

b} inciuding isports eligible for BSP treateent but accorded MFN treatment because of quota and ceiling listations or nomutilization of GSP preferences.

) laports of BSP articles as a percentage of total isparts, excluding imports with zero MFN rate in 1980.



Table V.2

EUROPEAN COMHUNITY: IMPORT DUTIES CHARGED ON INPORTS FROM BRATIL

EC ieports EC isport duties, ad valores equivalents (%) a)

froa Brazil

Huaber of  ---=esemmmemmomceenew simple arithsetic average trade weichted average
tariff lires 0.5, § percentace
millions) breakdown MIN-B NTN-F MFN-B0 6SP  NTN-B NIN-F MFN-B0  GSP

All coemodities

Total 586 b) 5264 100 %5 7.4 %1 LBo 5.2 43 47 Lilo
HFR 133 3685 70 55 47 48 - 23 L7 L7 -
dutv-free o} 18 53 48 - - - - - - - -
dutiable 83 1154 22 1.1 10,3 10.6 - .2 54 58 -
included in NIN offer 37 1094 A 5.8 2.6 3.4 - 8.5 45 47 -
excluded froa MTH oifer 2 63 i 4.4 214 209 - 207 2.7 20.6 -
850 447 1579 30 0.7 8.3 0.5 0.9 12,0 10.2 1.8 29
included in WTW offer 363 71 18 9.3 7.3 1.0 4t 10,2 7.4 %9 0.04
excluded fros NIN offer 84 408 12 126 12,6 125 44 W7 T WT T4
horicultural products (1-24)
Total 107 b) 2718 100 126 12,0 1.0 8.9 57 43 4% 380
¥FN 56 22% 83 0.2 9.7 9.5 - 34 25 25 -
dutv-free d} 2h 1274 47 - - - - - - - -
dutiable 30 982 36 9.1 i8.1 12.8 - 7.8 5.7 5.7 -
intluded in WTN offer 16 k7 34 5.6 26 25 - &8 47 A7 -
excluded from NTH offer 20 34 2 5.8 25.8 25.5 - 231 B34 231 -
&5P 5 462 17 15.8 M6 148 8.0 17.1 16.8 16.8 10.0
included in BTN offer 7 13 - 1.7 8.9 1.7 51 160 63 67 2.9
exciuded éroe WTH offer 44 L1} 17 5.5 185 154 8.5 1LY 174 1T 0.2
industrial products (25-99}
Totai 419 2546 190 8.8 &4 85 035 46 35 45 0.3b)
HFR 3 1429 34 2.3 L3 1 - 0.6 0.4 0.3 -
dutv-free d) 50 1257 49 - - - - - - - -
dutiable 3 1717 7 5.8 3.2 A&t - 446 33 43 -
included in NN offer 7 183 [ 5.8 24 37 - 45 3.2 A2 -
excluded froa NTN offer L] 9 - 3.6 56 0.8 - 6.8 4.4 b4 -
8P 3% 1117 44 0.1 L5 9% 0.0 9.9 1§ %7 00
included in NTN offer 3% 958 38 0.2 7.3 0.0 0.0 16,2 7.4 100 0.0
excluded from NTN offer 40 159 ] 9.3 43 93 0.0 8.9 8.0 80 00

Source! ECLAC. on the basis of GATT Tariéé Assessaent.
a) MTH-B : base rate befare the Tokvo Raund.
HIN-F : final rate {pust Tokvo Roundii the final post-MTH rates are those notified in scheduie LXXII of the European
Cosaunities as annexed to the Geneva {1979) Protocol.
HFN-80: WFH rate applicable in 1980. as reported in the fommon External Tariéf for the vear [980
69F : BSP rate in 1980.
Inciuding articles eligible for 6SP but accorded MFN treateent becavse of quota and ceiling lisitations or
nonutilization of 6SP preferences.
b) Excluding articies for which no information on MFN-B or NFN-F rates has been provided.
€l Actual average tarif rate ¢or EC imports froe Brazil, calculated bv applving the NFN-B80 rates to MFN imports and
§SP rates to 6SP imports froe Brazil. The fioures in this colusn indicate the eaxisun preference pargin that Brazil
could have enjoved 2s a BSP countrv. In practice Brazil’s preference margin is less as BSP isports include trade
eligible far GSP but accorded MFN treataent.
d} Zero MFN-BO rates.
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Table V.3
EC: IMPORT DUTY RATES FOR SELECTED AGRICULTURAL PRODUCTS APPLICABLE TO BRAZIL AND TO COUNTRIES MWITH PREFERENTIAL AGREEMENTS
1980 duties 1980 ipports {$ aillions)
Principal suppliers
Brazil  Preferential countries mith nith gpreferential
------------ agreesents  Brazil  preferential agreements
type ) i/ agreesents
08.02.22 Sweet oranges HFN 4.0 4.8 11.5 &1.9 Horoceo, Cvprus, Israel, Spain
09.01.11  Unroasted coffee NFN 3.0 free a10.7 1840.5 Ivory Coast, Caseraon, Kenya, Iaire
09.04.41  Pepper 5P 2.0 tree 0.0 5.2 Madagascar
15.07.70  Fixed vegetable aiis &sp 7.0 free 87.2 227.1 " Senegal, Nigeria, Sudan, Fapua ¥.Guinea
18.02.533  Prep.of bovine meat gsp 17.9 free 86.9 1.3 Botswana
17,03.00 Melasses NFN  n.a. n.a. 84.9 &5.8 Hauritius, Kenva, Ivory foast, Fiit
18.03.00 Coroa paste BSP 11,0 free 4.6 93.3 tvory Coast, Cameroon. Ghana, Nigeria
18.04.00 Cocoa butter &5p 8.0 free 30,4 216.8 Bhana, Migeria. Ivory Coast, Spain
20.07.61  Other fruit/veq. juices &5P 9.0 tree 10.3 2.5 Kenya
24,02.16  Extracte of coffee BSP 5.0 tree 136.6 12,3 Spain
21,07.21  Fond preparations &5F 3.0 free 3.9 3.5 freace
24.01.10  Tobacce, Vireinia tvpe: 65P  n.a. free 114.3 169.1 Malawi, liababwe, lanbia, Greece
28,01.70  Other unmanuf. tobacco  BSP n.a. free 41.0 140.3 Greece. Turkey, Malawi, Cameroon

mom=s Ermmem=szsz=

Source: GATT Tariff Assessaent.

4/ Duty rate applicable under preferential agreements to countries other than sionatories of free-trade area agreements.



Table V.4

EL IMPORTS FROM BRAZIL OF AGRICULTURAL BSP ARTICLES FACING TARIFF GUOTAS

imports froe
Brazil as share Tariff

1978 1979 1980 of extra-tC quota
iaports {%) )

voluse value volume value volume value — -~—~-----ceee-

a) b} 1978 1982
Cocoa 7 24 b 29 14 890 14.9 9.2 2.0
Soluble cofter 14 B2 18 98 20 94 93.3 83.3 19.1
Raw tobacco d) 53 102 56 15 39 165 11.3 15.9 81.2

Source! Calculations based on WIKENE and EC data.

a) Import figures are based on NIMEIE classification, which is slightly different from
tari$f headings.

b) 1000 toas,

c} sillans ECU.

d) excluding a ceiling of 2.53 tons for Virginia type tobacco.
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Table V.5

EUROPEAN COMNUNITY: SPECIFIC 5P BUOTA LINITATIENS AFFECTING BRAZIL INVOLVING INDUSTRIAL PRODUCTS OTHER THAN TEXTILES

EC imports  Brazil's share
from Brazil  in extra-EC
in 1982 imports (1)
------------------------ 351
1980 1981 1982 1983 1384  value volume value voluse
tmillion (1000
ECH)  tonnes)

Industrial products excluding textiles and steel products

9.0 911 Styrene i 10 8 H 4 7 4.5 S .1
29.08 Bex!  Ethers X0 H 0.3 1 7.4 0.0 13.0
2.4 Al Heonorarboxvlic acids ] 1} g X ] & 0.0 0.0 14.3
29.23 DIII Dxvgen function aeino-cospounds i ] 0 x X 6.3 0.2 7.5 0.0 10.7
29.27 & Nitrile function cospounds 0 1] e X 1S 0.5 9.3 0.4 0.3 14,4
35.03 Gelatin and gelatin derivates 1] 1] X 0.6 0.3 3.8 7.5 12.0
41.02 Bovine cattle leather ] 6] 10 i} 1 Ly H] 7.6 1.2 1.6
42.02 Travel goods , i) [ i) X 2 2 43 143 &.6
LI Fire building board or wood xn X0 (] 1 H 16 4 10.7 1.0 10.4
4.13 Wood, planed, etc. ie (1] i) 1 ¢ 7 8 2.8 1.3 4.6
.15 Flywood (1] i 15 8 7.0 3.2 4.4
44,14 Wood sawn, sliced or peeled [ X0 10 18 2 .5 1.9 1.9
44.25 Wooden tools 1 0 3 4 60.0 8O0 8.0
64,00 A Footwear with uppers of leather 10 10 10 X X &b 3 1.2 3.9 4.0
B4, 41 AL Sewing eachines Hi] 1 10 4 i 83 1% 6.0
84.41 Al Sewing eathines X X / .
85.21 Valves and tubes 2 0 4 [ X1} 0.0 15.0
ELSC produrts
ECSC products

73,07 Blooms, billets. slabs and sheet bars X ¥ X 4 18 15 1.5 3.9
73.08 Iron or steel coils for re-rolling H 1t H 4 L1 152 9.7 10.7 4.8
.10 Bars and rods (1] ¥ 9 ¢ 0.0 0.0 7.0
73.43 Sheets and plates of iron and steel H 0 \ 78 238 8.7 8.2 8.2
73.13 ARl Sheets and plates of iren and steel 4] 10 X0 4

73.45 Allov steel and high carbon steel 1 X X X H 9 1.6 1.3 4.8
74,07 Tubes and pipes of copper X X 1 b t 1 0.9 2.4 7.3

Source: EC, Official Journal (various vears}

a) X = individual quota specitied #or Brazil. either at the Community level or for individual sesber states,
@ = quotas used up bv Brazil iNo data available for 1984),
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Table V.&

EURGPERN COMMUNITY: UNFAIR TRADE PROCECDINSS AGAINST PRODUCTS INPORVED FROM BRAZIL (INITIATED IN THE PERIOD 1980-1983)

EEC iaports
Description of articles  tvpe of action  NINEXE-  froa Brazil Case History Source
code in §982
(1000 ECU}
Tubes and pipes of anti-dusping 73.20-30 2942 Initiated: Segpteaber. 1980 04 C 249 of 25.09.80

azileable cast iron

anti-duaping

Terninated: June 1981 00 L 145 of 03.06.81
{uith price undertakings)

Initiated: March 1963 B C 77 of 23.03.85

Hersetic rompressors for  anti-dwaping 84, 1£-35:348 3438 Initiated: Novecber. 1980 0F € 236 of 14.11.80

refrigerating equipaent Terminated: fpril. 1961 0J L 113 of 25.04.81
{with negative injury determination)

Women’s leather shoes anti-subsidy 84.02-3% 40298 Initated: Septesber. 1981 83 € 241 of 19.09.81

38149354459 Terainated: Novesber 198! 03 L 327 of 14.10.81

(with price undertakingsi
export tax levied in Brazil)

Iron and steel plates anti-domping 73.13-43145 40067 Anti-dusping?

{told-rolied of a thick- anti-subsidy LHT Initiated: March, 1982 DI E 70 of 19.03.82

ness of less than 3 ae.). Provisional dutv: May, 1982 84 L 128 of 11.05.82
Definite dutvi Novesber, 1982: 83 L 312 of 09.11.82
(82,77 ECU per tonne)
Anti-subsidies:
Initiated: June, 1962 0J € 146 of 10.06.82

Hardboard anti-dumping 44.15-10:20 16484 Initiated: May, 1982 01 € 113 of 05.05.82
Tersinated: February, 1983 85 L 47 of 19.02,83
inith price undertakings}

Iren and steel plates anti-duaping 73.13-17 31531 Anti-dueping

{hot-rolled: of a thick~ anti-subsidy 19321523 Initiated: July, 19682 0J € 197 of 31.97.82

ness of not less than Provisional dutv: Februarv, 1983  0J L 49 of 17.02.83

3 o). Definite duty! May, 1983 83 L 131 of 20.05.83
72,20 ECU per tonne}
Anti-subsidies:
Initiated: Julv, 1982 O € 197 of 31.07.82
Definite dutv: July, 1983, but @3 L 205 of 29.07.63
suspended as a definite anti-
dusping dutv had been isposed.

Iron and steel coils anti-dunping 73.08-0330% 41556 Initiated: Noveeber, 1982

far rerolling 07121125129 Provisional dutv: March. 1983 03 L 82 of 29.03.83

41345:49 Prav. dutv asended: Jure. 1983 Q1 L 140 of 18.04.83

Definite duty: August, 1983: 8] t 210 of 02.08.83
{64 ECY per tonne}

Shovels anti-dueping 82.01-10 189 Initiated: December, 1963 0J € 348 of 23.12.83
Tersinated: Decasber. 1964 83 L 330 of 18.12.8¢
{with price undertakings)

Oxalic acid anti-dusping 29.15-11 316 Initiated: March. 1984 81 € 37 of 08.03.84
Provisional dutv: Septesber., 1984 @) L 239 of 07.09.84
Definite dutv: Januarv, 1985 3L 26 of 31.01.84

Sova bean 0il cake anti-subsidy 23.04-40 1018744 Initiasted: March, 1984 03 € 75 of 17,03.84
TYerainated: March, {785

Wire rod anti-duaning 73101 1451 Iritiated: Februarv, 1985 0 T 48 of 20,02.85

Total 1217028

Source: Official Journal of the Eurooean Conmunities (see last coluan of the tablel,
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Table ¥.7

EC: IMPORTS FROM BRAZIL OF ARTICLES WiTH RESPECT TG WHICH UNFAIR
TRADE MEASURES WERE TAKEN AGAINST THIRD COUNTRIES IN 1980-1983.

imiliion ECH)

Product NIHEXE Country 1982 imports
from Brazil
Stvrene 29.04-71 United States 4.2
Benzene ’ 29.01-65 Puerto Rico 2.8
United States
F{vuood 44,15-20¢exn 1180 (ex} United States 14.5
Canada
Builders’ carpentrv 43, 23-51ex} Singapore 1.5
‘ Halavsia
Cotton varn ' 38.05-21:98 Turkev 92.3
Patterv 69.08-83199 Spain t.t
Pio iron 713.01-21123125 Canada 26.4
U.5.5.F.
§.D.R.
Ferro-chaiue 73.02-30 Norway 2.4
Venezuela
Yugoslavia
Iteland
Sweden
Jotal 145.2




Table V.8

EC: IMPORYS OF WFA ARTICLES FRON BRAZIL IN 1982

value breakdown {1}
(aillion ==ecom-comemoeoo-

ECH) total NFA
Textiles and clothing ICCCN 50-63}  292.5 100.0 -
MFA articles ' 247.4 B4.5 100.0
Group [ 203.8 69.7 82.3
Broup 14 177.3 66.6 7.8
Group I B 26.5 9.1 10.7
Broup 11 39.9 13.6 14,1
Brouo I A 9.8 3.4 4.0
Group I1 B 30.1 10.3 12.2
Broup 111 3.4 1.2 1.4
Broup 111 A 2.3 0.8 0.9
Broup 111 8 1.1 0.4 0.4
0f which subject to quotas 219.2 74.9 a8.7

Source: Bilateral Aoreement and NIMEXE.
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Table V.9
EEC: QUANTITATIVE RESTRICTIONS ON INPORTS OF TEATILES AND CLOTHING ORIGINATING IN BRAZIL,

Bilateral Agreesents in the Framework of the Multifiber Aoreement

Category reference periog: reference period:
1.1.78-31.12.82 1.1.83-31.12.85

No. Description of products
unit 1974 1982 growth 1983 1986 growth

Comeunity lieits

H Cotton varns. not for retail sale tons 26900 27442 0.5 27684 21777 0.4

2 Cotten fabrics tons 16500 14832 0.5 16893 17148 0.5
of which! other than arev or bleached tons 3028 J0st 0.5 3072 318 0.5

3 Woven fabrics of svathetic fibers tons n/a nfa nla 1350 1433 20

4 Kpitted shirts, singlets, T-shiris, 1000p. 10000 11499 4.9 nfa n/a n/a
of which: shirts other than T-shirts 1000p. 300 360 4.0 nia n/a n/a

[ Nen's and women's woven trousers and 10000. 1600 1872 Lo 1935 2084 45
2en’s shorts and breeches ’

9 Cotton towelline, toilet and kitchen tons 3400 4133 5.0 4034 4567 24
linen or cotton towelling

13 Hen’s and wosen’s knitted underpants, 1000p. 4000 4679 5.0 4842 5138 2.0
knickers and briefs

28 Bed linen tans 2100 2553 5.0 2556 2819 2.9

24 Men’s knitted pyjanas 1060p. 225 283 4.0 t+ 1571 1767 4.0

25 Woeen’s knitted underwear 1000p. 1018 1237 5.0 /

3.8 MNoeen’s other woven underwear tans 102 119 4.0 nfa nfa n/a

3 Brassieres 1000n. 1908 3276 4.5 2342 2484 2.0

39 Table linen, toilet and kitchen linen - tons 1300 {842 6.9 1738 2012 5.¢
other than from terrv fabric

46 Carded or coabed wool or other fiae tons 7250 8393 2.0 9787 11856 4.0

animal hair

Reoional limits

3 W Woven fabrics of svathetic fibres tons 364 4.0 n/a n/a nfa
4 Frapce  Shirts. T-shirts 1000p. n/a 7 351 2.4
UK 22711 48 2.4
7T W Blouses and shirt-blouses. for women, 1000p. 105 4.0 130 154 1.3
girls and infants

2% and 25 Pvamas and nightdresses 1000p. n/a n/a nfa n/a
Denaark of which nightdresses 490 450 L3
France 3 8 4.0

26 BHL Homen’s. pirls’ and infants’ dresses  1000p. 365 5.0
80 BML Babies’ woven garment 1000p. n/a 9% 14 6.0

Source: Bilateral Acreeaent between EEC and Brazil, énnex II.
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Table V.10

TRADE COVERABE OF OPEW EC INPORT RESTRICTIONS AFFECTING BRAZIL ACCORDING TO BRAZILIAN TRADE STATISTICS

Brazilian exports to the EC
(¢ aillions. FOB}

NBM-code Description of affected products
1982 1983
Total “managed trade® 1356.9 1427.8
a) Varable levies and coaponents 1.5 7.8
Unfair trade proceedings 1082.4 1139.6
23.04.053.01 Dil cake of sova beans 906.3 9%6.6
29.15.02 Oxalic acid .2 0.2
44,11.01 Fibre buildino board. hardboard 13.2 8.4
44.07 b) Leather footwear for ladies 108.4 124.5
73.08.00 Iran and steel ceils for rerolling 0.0 0.0
Iron and steel plates and sheets!
73.13.01.01 of a thickness of aore than 4.75 sa. 18.7 1.9
73.13.02.00 of a thickness of more than 3 but less than 4.75 es. 9.5 3.1
Iren and steel plates and sheets:
73.13.03.02 cold-rolled. of a thickness of less than 3 ea. 22.3 9.2
73.20.01.01 Tubes and pipes of malleable cast iron 3.6 45
82.01.04.00 b) Shovels 0.2 0.2
Other ECSC trade restrictions ¢} §2.1 41.3
73.01.02.01 ECSC arrangement {pig iron) 19.1 13.4
d) Basic iapart prices 330 2.1
g} Multitiber Arrangesent (HFA) 214.9 238.9
0f which subject to quotas 177.3 190.9
33.05 Sheep’s or lamb*s wool, carded or combed (cat. 46) 27.1 33.6
35.08 Cotton varns., not for retail sale {cat. 1) 68.4 74.0
55.08 Cotton toweling (cat. 9 and 39) 0.6 0.8
55.09 Dther woven fabrics of cotton (cat. 2} 46.4 3.5
36.07 Hoven fabrics of svnthetic fibers {cat. 3} 6.5 4.4
40,04 {-60,08.01} Under garments. knitted or crocheted fcat. 13. 24 and 25) 1.5 0.5
81.0£.03 Trousers and men’s breeches and shorts (cat. &) 2.4 3.3
61.09.01 Brassieres lcat. 31} 0.8 0.3
62,02.01 Bed linen {cat. 20} 6.3 5.2
62,02.02 Table linen (cat. 39} 3.9 3.4
62.02.03 Toilet linen {cat. 3% 11.2 13.7
52.902.04 Kitchen liren fecat. 35) 2.9 1.2
Gther MFA 37.6 48.0

Source: Bank of Brazil/CACEY and Winistrv of Finance of Brazil.

a) NBM headinos 02.01.01.02: 10.02% 10.04.04% 10,07¢ 16.02.03i 20.06.01.01

b) Trade figures provided bv Ministrv of Finance on the basis of narrower definitien.

t} Excluding iron and steel products facing antidumping duties.

d) CCEN headings 73.07% 73.10% 73.11% 73.12§ 73.13 {ercluding articles subject to antidusping proc.)

e) CCLN headings 51,013 51.03; 51.04% 33.03: 53,065 53,074 33.10% 53.113 55.045 55.05; 55.06% 55.07
55,083 55,095 56.04¢ 56.05: 56.03; 56,064 56.07 and chapters 58; 59 61 and 62,
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Table V.11

EC: TRADE COVERAGE OF OPEN TRADE RESTRICTIONS AFFECTING INPORTS FRON BRAZIL ACCORDING TO EC INPORT STATISTICS

Value of 1982 isports in eillion ECU

Nuaber of
tariff lines  Eur-10 Bermanv France  Italy  Neth. Bela/l. 6.X. D/Br/lrl.

{. Total *managed trade” 261 1525.2  356.5  617.2 1443 1469 714 116.8 2.1
2. Agriceltural products (CCON 1-24) 13 1026.0 1357 5174 7.0 UL.5 §5.5 25,5 29.3
a. Variable levies and coaponents 12 1.3 6.7 2.3 0.1 1.5 1.4 1.1 0.0

b. Unfair trade proceedings H 1018.7 135,06  5M4.9 77,6 140 644 24,4 9.3

3. Industrial products (CCCN 28-99) 248 499.2  220.8 19.9 47.2 314 5.9 91.3 2.8
a. #Fg 210 247.6  107.3 27.1 42.9 20.7 18.7 19.5 1.5

~ Quotas 89 219.2 88.4 8.5 42.4 17.9 18.3 15.6 11.0

~ Bther restrictions 12t 8.4 18.7 1.6 0.5 2.8 0.4 3.9 0.5

b, Iron and steel oroducts 29 174.2 1044 2.9 4.1 a3 43 25.5 8.7

- ELSL arrangement tfoig iron} 2 28.8 1.7 1.3 8.1 1.3 0.1 4.3 0.0

~ Unfair trade proceedings 15 116.1 7.0 1.4 18,0 0.3 4.2 12.4 3.5

0f which: antidumping duties: 14 113.2 72.4 0.4 14.6 0.3 4.2 12.4 8.8

- Basic import price {ECSC) 12 29.3 19.7 0.0 0.0 2.7 0.¢ b.8 0.1

t. Unfair trade proteedings a/ 9 7.3 8.0 9.8 9.2 b4 3.0 46.3 2.6

4. Total imports 2634 5119.4  {737.8 1143.6 1130.3  850.1 3877  B26.B  245.1

S. hRoricultural products (CCON 1-24) 337 3209.4  693.8  8AB.0 4484 4723 1863 407.7  t8n.@
b. Industrial products (CLCN 2B-99) 1640 1892.7  514,3 178,46 528.8  100.8 98.9 3147 59.7
7. Mineral products (CCCN 25-27) or

not specified 57 1017.3  432.7 H17.0  183.1 7.0 1045 102.4 0.5

"Nanaged trade® as % of total imports.

8. ALl products (1 as % of 4) 13 24,9 20.5 54.0 12.8 22,4 23.6 4.4 2.4
9. Agricultural prod, {2 as 1 of 5 L] 32,9 19.8 8.1 18.4 0.5 35.2 8.3 16.0
10, Industrial nrod. (3 as ¥ of &) 15 26.4 3b.1 2.3 12,7 3.2 26.7 28.9 38.2

Source: Tabie V.12

a/ Excluding antidusping duties on £CSC products.
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Tab!

le V.12

EC TRADE RESTRICTIONS AFFECTING INPORTS FROM BRAIIL IN 1984. a/

1982 lsports froe Brazil (1000 ECY)

NIMEXE  Description Tvpe of restriction Source

Euer-10  Gera Fran [taly Neth Bel/t UK Other
02.01-15 Fresh ar chilled bovine meat Variable levies and cosp, 0J L 25 of 27.1.83 121 40 - - - - 108t -
10.02-00 Rve Variable levies and comp. 01 L 2 of 4.1.83 mn - - - - 4N - -
10.04-50 Broken rice Variable levies and cosp. WL 2of 4.1.83 634 - - - - 6% - -
10.07-10  Buckueat Variable levies and comp. 03 L 4 of 26.1.83 4957 684 2345 128 1520 276 4 -
20.06-65 Prepared pineapples Variable levies and comp. 0J L 81 of 26.3.83 1 - 1 - - - - -
23.04-40 Sova bean o0il cake initiation antisubs. proceed, 0J € 74 of 17.3.84 1018744 135043 574902 77021 113980 64104 24382 29310
29.45-11 Dxalic acid initiaticn antidump. proceed. @1 € £7 of 8.3.198¢ 316 a3 99 2% 54 ” 13
44.{1-10 Hardboard/unworked price undertakings 0J L 82 of 29.3.1%83 12030 3876 1388 2 4818 & e 4
44.11-20  Hardboard/worked price undertakings G4 L 82 of 29.3.1984 4054 m - 3 8 203 707 deb
51.01-27 Yarn of svnthetic trextile fibres KFA Bil. Agreeaent/ANNEX | 704 704 - - - - - -
§3.05-10 Carded woo} NFA-quota Bil. Agreesent/ARNEX 11 2440 - - - - - - M0
53.03-22 Tops of conbed wool NFA-quota Bil. Agreement/ARNEX 1} 25238 7284 2957 10417 2029 1297 1841 113
53.07-08 Yarn of combed sheep’s or lambs’ wool  NFA 8il. Aoreement/ANNEX | 754 732 - 2 - - - -
55.03-19 Cotton varn not for retail sale NFa-gquota Bil. Agreement/ANNEX II 545 16 - 17 - - 2 -
59.05-33 Cottaon varn not for retail sale KFA-quota Bil. Agreesent/ANNEX 1f 224 4l - 12 - 16 23 612
55.05-37 Cotton varn not for retail sale NFA~quota 8il. Agreeaent/ANNEX 11 39 - - i - L1 ~ 162
§59.05-41 Cotton varm not for retail sale NFA-quota Bil. Agreement/AMNEX 11 30989 14724 2821 4633 3536 3286 278 1671
33.05-45 Cotten varn mot for retail sale HFA-quota Bil. Agrecaent/ANNEX 11 39 B3 - 77 47 3 - 29
§5.05-4¢ Cotton varn not for retail sale WFA-quota Bil. Agreezent/AMNEX I} 27854 12880 4267 2457 3362 2212 828 1B48
55.05-48 Cotton varn not for retail sale NFA-quota Bil. Agreesent/ANNEX 11 168 - - 2d - - - 13
99.05-b1 Cotton varn not for retail sale NFA-quota 8il. Agreement/ANNEX 11 758 327 - H] - 10 132 13
55.05-67 Cotton varn not for retail sale NFA-quota Bil. Agreesent/ANNEX I1 12608 5242 448 540 893 4413 100 972
§5,05-72 Cotton varn not for retail sale WFA-quota Bil. Agreesent/ANNEX §I 17371 7263 1013 4482 308 A1S4 -
55.08-30 Terry toweling /7 printed WFA-guota Bil. Agreesent/RNNEX 11 3 - - - - - - MW
55.09-04 Other woven fabrics of cotton WFA-quaota Bil. Aoreesent/ANNEX 11 29 97 - - - - -
55.09-06 Other woven fabrics of cotton NFA-quota Bil. Agreement/ANNEX I 118 31 - - - - - -
55.09-08 Dther woven fabrics of cotton HFA-tuata Bil. Agreement/ANNEX I 193 175 - - 13 - 2
55.09-10 Other woven fabrics of cotten MFA-quota Bil. Agreesent/ANNEX I 2860 1457 0 1062 109 - 12
$5.09-12 Other woven fabrics of cotton WFA-guota Bil. Aoreeeent/ANNEX 11 4001 1933 1180 2566 } LY 57 -
55,09-13 Other woven fabrics of cotton WFi-quota Bil. Agreewent/ANNEX i3 2614 04 393 A0 483 - M 3
65.09-14 Other woven fabrics of cotton NFA-quata Bit. Agreesent/ANNEX §1 088 706 389 420 - 503 n -
55.09-15 Other woven fabrics of cotton NFA-quota 9il. Agreesent/ANNEX [1 3699 2831 M9 42 9 -2 4
53.09-16 (Other woven fabrics of cotton NFA-guota Bi). Agreement/ANNEX 11 19629 5472 2240 8801 2167 173 $§172 304
55.09-17 Other woven fabrics of cotton KFA-quota Bil. Agreesent/ANNEX 11 5887 1559 1946 1670 73 48 17t -
§5.09-19 Other ven fabrics of cotton KFA-quota }il, Agreesent/ANNEX [I §036 1809 1271 105 302 - 1243 306
59.09~21 Other woven fabrics of cotton HFa-quota 8i1, Agreement/ANKEX 11 605 1 4 L)) 48 - - -
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Table V.12 (Continuation}

EC TRADE RESTRICTIONS AFFECTING INPORTS FROM BRAIIL IN 1984, a/

1982 leports fros Brazil (1000 ECU}

RINEXE  Description Type of restriction Source

Eur-10  Germ Fran [taly MNeth Bel/t UK Other
35.09-29 Other woven fabrics of cotton WFA-guota Bil. Aoreesent/ANNEX 1T 4363 854 34 52 99 - RN
95.09-33 Other woven fabrics of cottor NFA-gupta Bil. Agreesent/ANNEX I1 110 i ) - a3 - - -
55.09-39 Other woven fabrics of cotten KFA-quota Bil. Apreement/ANNEY 11 13 110 - - - - - 3
55.09-5t Other woven fabrics of cotton HFA~guota Bil. Agreesent/ANNEX 11 199 27 L] - 108 - 18 -
55.09-53 Gther woven fabrics of cotton ¥FA-quota Bil. Agreeaent/ANNEX 11 21 25 24 - 1m - - -
55.09-54 Other woven fabrics of cotton NFA-quota Bil. Agreeaent/ANNEX 1 477 - - - - 172
55.09-56 Other woven fabrics of cotton WFA-guota Pil. Aoresaent/ANNEX If 599 1} - - 23 L 11 A 1)
§5,09-57 Other woven fabrics of cotton NFA-quota Bil. Agreesent/ANNEX 11 13 126 23 2 - - - -
93.09-63 Other woven fabrics of catton ¥FA-quota Bil. Aoreesent/ANNEX If 134 £ - - - - - 49
95.09-64 Bther woven fabrics of cotton NFA-quota Bil. Aoreement/ANNEX 11 441 128 3 308 3 - - [
§5.09-65 Other woven fabrics of cotten NFA-guota Bil. Roreesent/ANNEY 1] 752 317 11 - M - - 80
55.09-66 Dther woven tabrics of cotton KFA-~quota Bil. Aoreesent/ANNEX 1 568 456 - - ] - 3 58
54.05-13 Yarn of (851 polvester fibres MFA Bil. Agreesent/ANNEX I 97 339 242 78 - 1919 -
56.05-46 Yarn of man-sade fibres A Bil. Agreeaent/ANKEX | 100 45 ~ - - - 55 -
56,07-30 Woven fabrics of man-sade fibres ¥FA-guota Bil. Agreesent/ANNEX 1I 8643 8 3681 3548 - 189 837 -
56.07-3L Woven fabrics of man-sade fibres NFA-quota Bil. Agreement/ANNEX (f 463 - Y1 48 - - 38 -
54,07-35 MWoven fabrics of man-sade fibres WFA-quota Bil. Agreesent/ANNEX 11 B4 3 1 83 H 36 737 -
56.07-38 Woven fabrics of san-sade fibres NFA-quota Bil. Agreement/ANNEX 11 107 - - - - -~ 107 -
56.07.87 Woven fabrics of san-aade fibres KFA-quota Bil. Agreesent/ANNEX 11 134 - - 134 - - - -
58.04-63 Woven pile fabrics #Fa Bil. Aqreesent/ANNEX 1 242 - - - - - -
38.05-31 Narrow waven fabrics WFR Bil. Agreesent/ANNEY 1 132 3 3 102 - - 12 12
$8.06-10 doven labels badges and the like NFA Bil. Agreeaent/ANNEX I 383 360 3 - - - - -
59.03-19 Bonded fidre and varn fabrics HFA Bil. Agreesent/ANNEX 1 {5 - - I8 - - - -
60.04-02 Cotton T-ghirts for babies %FR Bil. Agreesent/ANNEX I 106 7 - - 2 - 21 7
40.04-11 Badbies’ garments of cotton KFA Bii. Agreesent/ANNEX [ 214 38 1 - (3] 9 105 -
40.04-19 T-shirts of cotton L] Bil. Agreesent/ANNEX § 7321 404 356 - 4% 114 1e88 83
60.04-36 Knitkers and briefs NFA-quota Bil. Agreesent/ANNEX 1f 103 4 99 - - - - -
£0.08-71 Mens and bovs’ cotton shirts NFA Bil. Agreesent/ANNEX 2057 1660 130 - 12 1 te bi}
§0.04-73 Men's and boys’ cotton pyjamas NFA-quots Bil. Agrepsent/ANNEX 11 183 119 - - - - I3 -
40.04-79 Men’s and bovs’ cotton undér garments  MFA Bil. Agreeaent/ANNEY § 1863 118 - - 87 - -
40.04-81 Woaen’s nirls’ infants’ cotton pvijamas WFA-quota Bil. Agreesent/ANNEX I 4 235 - - -2 8
60.04-83 Cotton nightdresses WFA-quota Bil. Agreement/ANNEX 11 49 438 - - 50 - - &
60.04-89 Women's girls’ infants® under garments NKFA 8il. Agreesent/ANNEX 1 20 17 37 - 8 - B F3
60.05-08 Babies outer garaents of cotton KFA Bil. Agreesent/AKNEX [ 208 " H] - ¥ i i1t -
80.05-17 Track suits of cotton 7] Bil. Aoreesent/ANNEX I 22 83 2 - [ 2 98 5

60,05-25 Cotton blouses and shirt blsuses HF# Bil. Agreement/ANNEX 1 1291 1165 10 - 7 20 89
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£C TRADE RESTRICTIONS AFFECTING INPORTS FRUM BRALIL IN 1984, a/

Table V.12 (Continuation}

1982 Ieports #ros Brazil (1000 ECU)

RIMEXE Description Tvpe of restriction Source

Eur-10  Gera Fran [Italv Neth Bel/L UK Other
50.05-34 Jersevs ete. of svnth, textile fibres  NFA Bil, Agreesent/ANNEX 1 112 16 - - 1 - 95 -
$0.05-36 Men’s and boy's jersevs etc of ¢otton  NFA Bil. Agreement/ANNEX 1} 364 139 62 - 35 3 105 -
$0.05-41 Jersevs etc of svnth. textile fibres 2 Bil. Agreesent/ANNEX [ 44 - 1 - 58 - 102 -
£0.05-43 Woaen’s giris’ jersevs etc of cotten KFA Bil. Agreesent/ANNEX I 1099 318 52 - 39 b 33 ]
40.05-48 Cottan dresses NF& Bil. mareesent/ANNEX | 1019 B85t 73 - 4 H 1] 16
60.03-9¢ Outer garsents of catton NFR Bil., Agreeaent/ANNEX | 937 710 4 - § t 189 9
40.05-99 ODuter garsents of other textile sat. ¥FA Bil. Agreement/ANNEX 1 873 87 - - - - - -
§1.01-25 Indoor wear of cotton XFa 8il. Agreement/ANKEX 1 1263 1143 20 - 48 - i6 16
41.0t-31  Parkas anoraks etc of cotton KFA 8il. Agreement/ANNEX I 405 221 - - 184 - - -
61.91-37 Coats and raincoats of man-made fibres HFa Bil. Agreeoent/ARNEX | 1t Jo2 - - - - ] -
$1.08-76 Trousers of ean-made fibres KFA-quota Bil. Agreesent/ANNEX 11 3480 1802 - I 5% - M8 3
81.02-23 Indoor wear of cotton KFA Bil. Agreesent/ANNEX | 1926 1870 - - 12 - - 44
61.02-54 Dresses of cotton HFA Bil. Agreesent/ANNEX I 197 193 - - - - -
61.02-72 Trousers and slacks of totton KFA-quota Bil, Agreeaent/RNNEX |1 425 51 - - - - 29 76
61.02-82 Blouses and shirt-blouses of cotton HFA Bil. Agreement/ANNEX 1 13 104 - 2 2 - S -
61.02-92 Nomen's girls' outer garaents of cotton MFR Bil. Agreement/ANNEX 1 119 101 2 - 1 - ) 4
61,03-15 Hen’s and bavs’ shirts of cotton KFA Bil. Agreesent/ANNEX I 332 332 - - - - - -
$1.94-0t Dabies’ under qareents of cotton KFa Bil. Agreesent/ANKEX [ 993 374 - - 8 - - -
41.09-30 Brassieres NFA-queta Bil. Aoreesent/ANNEX 1 888 PA - ] - 32 -
62,02-13 Lotton bed linen containing no flax KFA-quota Bil. Agreesent/ANNEX 11 6031 5187 3 - - 54 -
$2.02-19 Bed linen of text sat other than cotton MFA-quota 8il. Agreesent/ANNEX 1 202 - - - - - -
62.02-42 Cotton table linen containing ne flax  MFA-quota Bil. Agreesent/ANNEX 11 135 95 - - 1 - 9 30
62.05-46 Printed cotton table linen WFA-guota Bil, #greeseat/ANNEX 11 393 es 3 - 448 - - ki
42,02-65 Table linen of text mat oth tham cotton MFA-quota Bil. Agreesent/ANNEY 1 278 189 [ - 5 - 42 16
$2.02-7t Toilet & kitchen linen of terrv toweling NFA-quota Bil. Agreesent/ANNEX JI 13696 10202 534 3§t 1216 191 1053 549
62.02-74 Other cotton toilet and kitchen timen  NFR-guota Bil. Agreesent/ANNEX II 851 424 22 - 13 40 58 34
62,02-85 Curtains ¥ other furnish art of cotton HFA Bil. Aoreesent/ANNEX I 137 120 - - - - - 17
47.03-98  Nes sacks and bags of text sat L] Bil, fureepent/ANNEY ) 102 - - - - - -
52.04-29 Casping gqoods/ woven KFA Bil. Agreesent/ANNEX | 208 & 189 4 2 - - 7
62.05-99 Other nade-up text art N.E.S. NFA 8il. Agreesent/ANNEX 1 495 3 - - - R 1 t
$4.02-32 Leather footuear tor women undertakings {export tax) 04 L 327 ot 14.11.1988 17 758 3885 - 4 - 121 19
54.02-38 Leather footwear for wozen undertakings {expert tax} 0J L 327 of 14:11.1981 16799 1442 10§ 084 7L 1386 700
£4.02-43 Leather footwear for women undertakings (export tax) 03 L 327 of 13.10.198) 18826 1034 1829 4 482 - 14758 973
64,02-54 Leather footwear for woaen undertakings {export tax} 0J L 327 of 14.11.1981 3038 442 2040 2 49 - 475 10
59.02-59 Leather footwear for women undertakings texport tax) 0J L 327 of 14.11.1981 16718 1215 N3 2 34 - 13350  sbd
73.01-23 Henatite pig and cast iron ETSC arrangenent Bull.EC-4/83 point 2.2.8 26363 9471 1279 B0 1121 134 6218 -
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Table ¥.12 {Continuation)

EC TRADE RESTRICTIONS AFFECTING IMPDRTS FROM ERRZIL IN 1984, a/

1982 lmports froe Brazil 11000 ECY)

RINEXE Description Type of restriction Source
Eur-10  Germ Ffran Italy Neth Bel/l UK Other
73.01-27 Hematite pig and tast iron ECSC arrangement Bull, EC-4/83 point 2.2.8 2448 2228 - - 150 - 7 -
73.07-12 HRolled blooas and billets basic import orice 8 L 372 of 29.12.1981 1082 1082 - - - - - -
73.07-21 Railed slabs and sheet bars basic impurt price 83 L 372 of 29.12.1981 3304 - - - - - 3304 -
73.08-03 1Iron and steel coils for rerolling definite antidusping dutv 83 L 210 of 2.8.1983 150 - - 150 - - - -
73.08-65 1Iron and steel coils for rerolling definite anti-dumping duty 83 L 210 of 2.8.1983 344 282 - 1769 - - 1363 -
73.08-07 Iron and steel coils for rerolling definite anti-dueping duty 0J L 21D of 2.8.1983 7343 372 - 315 - - 122 -
73.08-21 Iron ang stee! coils for rerailing definite anti-dusping duty 03 L 210 of 2.8.1983 5231 309 - 853 23 741 346 St
73.08-25 Iron and steel coils for rerolling definite anti-dueping dutv 03 L 210 of 2.8.1983 10326 6850 - 928 - 122t 85 472
73.08-29 Iron and steel coils for rerolling definite anti-dusping duty 0J L 210 of 2.8.1983 13397 7914 - 497 - 893 32 Y3l
73.08-41 lron and steel coils for rerolling definite anti-dusping duty BJ L 210 of 2.B.1983 740 282 ~ 13 - %3 7 N
73.08-45 Iron and steel cails for reralling definite anti-dumping duty 0d L 210 of 2.8.1983 955 293 - 137 - {17 & 342
73.10-1t  Wire rod basic iaport price 03 t 372 of 29.12,1981 1481 14 - - - - 1447 -
73.40-16 Bars and rods basic import price 8J L 372 of 29.12.1981 356 336 - - - - - -
73.13-19 Plates and sheets 74,75 ma thick definite anti-dusping duty 8J L 128 of 20.53.1983 28263 25355 - 3 33 7Y - 1813
73.13-23 Plates and sheets >3 as thick definite anti-dumping duty 03 L 12B of 20.5.19B3 3268 2338 - - - 208 - m
73.13-26 Plates and sheets (3 ea thick basic import price 03 L 372 of 29.12.1981 1728 1615 - - - - - 13
73.13-43 Plates and sheets (3 am thick definite anti-dumping duty 0J L 312 of 9.11.1982 8003 5989 85 - - 48 1078 803
73.13-45 Plates and sheets {2 am thick definite anti-dusping duty 83 L 312 of 9.11,19682 22087 14008 383 - - 50 4138 3508
73.13-47 Plates and sheets (| pa thick definite anti-duaping duty 0J L 312 of 9.11.4982 9331 §622 204 - - - 299 547
73.13-49 Plates and sheets (0.5 ma thick definite anti-dusping duty 0J L 312 of 9.11.1982 446 T - 575 - - - -
73.13-72 Sheets and plates basic import price 03 L 372 of 29.12.1981 12077 12077 - - - - - -
73.20-3¢ Tubes & pipes of nalieable cast iron price undertakings 8J L 145 of 3.6.1981 2942 352 964 142 - - - -
73.73-23 Wire rod of stainless or allav sieel basic import price Q0 L 372 of 29.12.198) 200 200 - - - - - -
73.73-33 Bars rods of stainless or ‘allov steel basic isport price 83 L 372 of 29.12.1981 6476 2978 - - 2647 4 803 4
73.73-39 Bars rods of allov steel basic import price 0 L 372 of 29.12.1981 2595 1381 - - 28 - 1206 -
82.01-10 Shovels initiation antiduep. proceed, 0J C 348 of 20.12.1983 188 188 - - - - - -
Total { 258 tariff lines) 1925122 356496 617150 144304 146899 91406 116752 52114

al Tariff lines with import value of less than 100000 ECU are not shown in the table,



VI — CONCLUSIONS

{. Latin America as a region has a low priority in EC trade
palicy. In 1980 only 5% of extra-EC exports --in value terms--
were shipped to the member countries of ALADI, while Africa,
which receives a higher opriagrity in EC policy because of
geapalitical motives, absorbed 14% of EC exports. Comamunity
exports to the member countries gf the Association of South-East
Asian Nations (ASEAN) are almost as large as those to Latin
America as a whole (the value of total imports of the ASEAN
countries is only half that of developing America), while exports
ta the African Caribbean and Pacific (ACP) countries are one and
a half times those to Latin America.

2. The law priority that Latin America receives in the EC's
trade policy is reflected in its disadvantageous position in the
complex system of external trade relations af the EC. The
Community maintains free trade agreements or preferential trade
and cooperation agreements with EFTA countries, Spain and
Portugal, the Maghreb, tlashreq countries and other Mediterranean
countries, and ACPF countries. As a GSP country, Brazil receives
preferential treatment vis-a-vis only two groups of countries:
QECD countries outside Euraope and state trading econamies. It
cannot be expected that Brazil's position will improve, as apart
from geopolitical and econemic motives, EC policy --supported by
the Economic and Social Committee and interest groups-- tends to
differentiate among developing countries on the basis of their
level of economic development. In the long run, graduation and
reciprocity demands vis-a-vis Brazil and aother aiddle incaome
countries in Latin America will increase, especially when their
balance-of-payments situation improves. In the case of Brazil,
the large trade deficit af the EC with this country will be an
additional motive for Community pressure to open up the Brazilian
market to EC exports.

3. Protectionist pressures in the EC will persist unabated
in the near future. Unesployment will remain a social praoblem of
the first order for at least the remainder af this decade, as the
present recovery will be insutticient for a significant decrease
in unemployment levels. Furthermore, the international
competitiveness of Eurgpean industry vis-a-vis its main
caompetitors needs to be further improved, while at the same time
large scsegments of Eurcopean industry are going through a process
af restructuring and it is doubtful whether this can be brought
to a succesful conclusion without continued government suppart in
many fields (including not only industrial aid programmes but
principally industrial and trade policies, which among other
goals, aim at a ghift in the distribution of value added in
favour ot capital remuneration).

4. At the moment there is only mild opposition to specitfic
protectionist measures in Europe., The traditional free trade
ideology is still influential, but faces a powerful lobby when
gpecific products are in question. Only in the case of textiles,
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interest groups, namely consumer organizations, have requested
more or less systematically the easing of protectionist measures,
principally because of the anti-inflationary impact of low-priced
imports. These organizations are, however, the weakest lobhbyists
surrounding the European Commission. A more powerful ally of
Brazilian exporters to the EC could be sought in EC export
circles, especially among those companies which would benefit
mast from a more open world trading system. Import restrictions
in Brazil itself, however, reduce the attractiveness of the
Brazilian market for European exporters.

3. The composition of Brazilian exports to the EC goes a
long way in explaining Community protectionism against it.
Selectivity in protectionisme is mainly product specific, not
country specific.

4. Agricultural exports still dominate Brazil's exports to
the Common Market. Temperate zone products, which are the
cornerstane of the Common Agricultural Policy account for aonly a
small share of Brazil's experts ta the EC. Restrictive import
practices under CAP are therefore of limited importance. This may
change, hawever, with the accession of Spain and Portugal to the
EC, when the =scope of CAP will be extended to provide more
protection to subtropical products. However, the impact of CAP on
volume and prices of world trade in agricultural products
seriocusly affects Brazil's export possibilities. Restitutions on
EC exports of sugar provoked open Brazil-EC trade conflict in
GATT in. 1978.

7. The share of manufactured products in Brazilian exports
to the Common Market (around 20% in 1983} is relatively modest as
compared ta ather NICs, especially those in MfAsia. Furthermore,
these exports have achieved a relatively high 'level of
diversification, thereby removing a major cause of selective
protectionism.

8. However, two characteristics of Brazil s exports to the
EC might contribute to protectionist pressures. In the +first
place, exports to the EC are often heavily concentrated in a
single national market. With respect to EC imports originating in
Brazil and subject to restrictive trade measures, Germany absarbs
33% of the iran and steel producte (73% of plates and cheets
subject to definite antidumping duties) and 44% of the HFA
articles, while the United Kihgdom accounte for 717 of the EC
imports of ladies leather footwear. In the second place, exports
to the EC are sometimes irregular and influenced by the .market
access that Brazil enjoys to other markets, especially the United
States {e.g., in the case of footwear and some iron and steel
products).

9. The trade weighted average import duty levied on EC
imports from Brazil in 1980 was, 1in principle, 2.6% {(excluding
agricultural products subject to variable levies and components).
In practice this rate was somewhat higher, as imports of a series
af articles eligible for GSP were accorded MFN treatment, because
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of quota and ceiling limitations.

10, The trade weighted average import duty on agricultural
products imported into the EC from Brazil was 4.6%. Agricultural
products eligible for GSF treatment faced an average GSP rate of
10%. With respect to agricultural products, Brazil, which has
only GSP status, 1is in a disadvantageous position vis-a-vis CAP
countries, which receive larger tariff preferences.

11. The average import duty on industrial products is very
low. The average MFN rate levied on industrial articles eligible
for GSF treatment, weighted according to the structure of EC
imports originating in Brazil, wae 9.8% in 1980. This figure
indicates the potential tariff preference that Brazil enjoys vis-
a-vis countries receiving MFN treatment. In practice the tariff
margin is lower, because Brazil receives MFN treatment for some
GSP articles when quotas and ceilings are exceeded.

12. EC trade restrictions affecting Brazil are principally
of a nantariff nature. In 1982, EC imports originating in Brazil
were classified under 2034 tariff headings at the six digit level
ot the NIMEXE classification. Nontariff trade barriers in farce
at the Community level in 1984 existed with respect to 261 tariff
headings (13%), of which 210 corresponded to textiles and
clothing affected by MFA restraints.

13. Open trade restrictions in faorce in 1984 affected 264 of
the value of EC imports ariginating in Brazil (calculated en the
basis of 1982 import statistics). By commodity groups, trade
restrictions affected 22% of the imports of agricultural products
and 24% of the imports of industrial products {(no import
restrictaons were found in the case of mineral products).

14, Festrictiaons an imports of industrial products
originating in Brazil vrefer principally to the ECSC policy.
affecting iron and steel products {(affecting some 174 wmillion ECU
in trade) and the hilateral agreement under MFA {affecting some
248 million ECU). Unfair trade oproceedings, excluding anti-
dumping duties imposed on imports of iron and steel products,
affect a relatively small value of EC imports “#:om Brazil
(representing a 1982 import value of some 77 million ECU). In
1985 antidumping duties or iron and steel coils, plates and
sheets will be susrtended in return for Brazil's acceptance of 2
recstrictive bilateral agreement on iron and steel products,
Unfair trade proceedings were terminated with price undertakings
in the case of footwear, pipes and tubes and hardboard.
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