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NOTE

The purpose of this document is to call attention
to an important problem which is likely to have far-
reaching effects on all Latin American trade with
Europe., It was not possible to obtain complete and
reliable information concerning the European Comson
Market Treaty before its recent signature, and
therefore the observations contained in this ﬁote should
be considered as very preliminary and subject to later

correction and amplification,

Editorial note: The titles of the various organs, reports
and agreements referred to in this Note may net correspond
to their officially accepted titles, as the English text
of the European Coimon Market Treaty was not svallable at
the time the Note was translated,

/1, GH4FRAL FEATURES
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I, GENERAL FEATURES OF BUROPEAN RCONCMIC IHTEGRATION

1. Commen marxet and {rze trade area

The signature in Home on 25 March 1957 of the Trecaty creating the
European Economic Community marks the end of the first phase of the
pralimirary work relating to European economic unification.l The
second pnase, consisting of the ratification of the Treaty by th
parliamants of the six participating countries, waich must take rlace
before the Treaty can cnter inte force, will hrobably occur before the
end of 1957,

At the same time studies are being prepared concerning the
establishment of a free trade area in Durope and embracing those countries
which are members of OEEC.g/ These studies will continue until 31 July
1957; after that, if the results are favourable, negotiations will begin
among the Governments concerned.

Close observation of events relating to the economic integration of
Europe and, possibly, of other parts of the world,B/ is of considerable
interest to Latin America for two reasons: (a) because of the possibility

of utilizing the Buropean experience for the eventuzl creation of a

;/ A common agency was also set up for the developmentv of nuclear energy,
known as fURATC, which is similar in several respects to the Buropean
Coal and Steel Community.

2/ The following six countries are contracting parties to the European
Economic Community Treaty: France, Federal Republic of Germany, Italy,
Netherlands, Luxembourg and EBelgium. In addition to these countries,
other members of OEEC are: Austria, Denmark, Greece, Teeland, TYreland,
Norway, Portugel, Sweden, Swibsorland, Turkey and the Unlted Kingdom.
Spain is a membar of the Organization only in so far as the work of the
agricultural sector is concerned.

3/ There have been persistent comments in recent weeks concerning the
possibility of similar movements towards economic integration in the
Far East, with Japan as its centre; in the Middle Sast, amonz the Arab
countries of ths region; and in Latin Averica.

Jeommon market
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common market in Latin America, and (b) because of the important effects
it wmay have on the policy and volume of Latin American trade with Eurcpe.
Although it would be premature to draw anv definite conclusions concerning
either of these two points, it does seem desirable to bear them in mind
from the outsct.

The activities of the Luropean Economic Community, subject to the
numerous limitations and qualifications laid deown in the Treaty, will be
carried out in accordance with very broad objectives which include the
following:

(a) The elimination, among member States, of customs duties and

quantitative restrictions on imports and exports;

(b) The introduction of & common tariff and of a comron trade
policy in relatiocn to third countries;

(¢) The removal, among member States, of obstacles to the free
movement of persons, services and capiteal;

(d) The introduction of a common agricultural policy;

(e) The adeption of a common transport policy;

(f) The establishment of a system to ensure that unfalr practices
do not prevent competition on the common murket;

{(g) The adoption of measures tc facilitate the co-ordinaticn of
the economic policies of member States arnd tu counteract
disequilibria in their respective balaiices of payments;

(h) The co-ordination of national legislaiion so far as this is
reqgrired for the operation of the common market;

(1) The establishment of a European Social Fund, designed to
improve employment opportunities for workers and Lo raise
their standard of living;

(j) The formation of a European Investment Bank, with a view to
facilitating the Community's economic cxpansion through the
creation of new resources;

The great variety of the Community's objectiver is indicative of the

high degree of social and economic integration shich the six member

countries hope to achiews.

/e luropean
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The Buropean Economic Community differs from the free trade area
(as this is defined in the rewort of the CEYC Working Group)£/ in the
following two main aspects:

(a) In additiom to the elimination of customs duties among the

six member countries, the common market implies the equalization
of the tariff systems of the six countries in relation ito the
rest of the world. This tariff equalization does nol exist in
the free trade arca.

(b) The meintenance of equilibrium in the internatioral payments

of the member countries calls for a high degree of co-ordination
in regard to monstary and fiscal policies, on the one hand, and
a common foreign trade policy among the six countries; on the
other. To administer this and other aspects of the Community,
supra-national organs are to be established, with autonomous
executive powers. This is not the case in regard to the free
trade area, where the establishment of such supra-natioral
agencies is not envisaged, since it is expected that each
countyy will not have to renounce its right to negoitiate trade
treaties, payments agreements, tariff modifications, ete.,
directly with third countries.

The smooth operation of the Community implies the consequent
introduction of a common market policy in respect of trade, monetory,
fiscal and social affairé.é/ This poliey would cover ths following four main
aspects:

(a) The introduction of competitive trade rules for the market

and the progressive elimination of discrimination,. monopolies

5/ Report on the possibility of crsatine a Free Trade Area in Rurope,
published by the Crganization for European KEconomic Co-operatlion,
Paris, 5 February 1957.

5/ The member States have ansreed to co-ordinate their economic policies
to the extent necessary for achieving the Treaty's objectives, in
close collaboration with the organs of the Community.

6/ The transport and agricultural sectors will be dealt with in soparate
provisions., Agriculture has been accorded special treatment, which
is described below.

/and Government
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and Government or semi-cfficial subsidies;

(b) Progressive uniformity in the fiscal legislation of the member
countries, in order to prevent discriminatory taxation of
exports and imports, as well as of capitzal and services;Z/

(¢) The establishment of permanent machinery for consultation,

and joint action to deal with economic fluctuations, the
balance of payments and the monetary situation;g/

(d) Acceptance of the princinle of progressive uniformity in

social legislation and in lezislation relating to employment
conditions and the remuneration of labour.g/

For its effective operation, the fres trade ares will not require
national economic policies fio be co-ordinated to the degsree indicated in
the Europcan Iconomic Community Treaty. It is recogrized that the national
economies of tne countries in the free trade ares will tecome progressively
interdependent as trade barriers are eliminated and that this inter-
dependence will require a certain degrse of co-ordination. But several
members of OERC have expressed their unwillingness to participate in an
organization which implies the establishment of agercies with supra-national
powers., On the other hand, the same c¢riterion is laid down in the report
of the CEEC Working Group in which the hope is expressed that the existing
institutions 1/ for co-operaticn will be sufficient to meet the requiremonts

of the new situation.

Z/ Throughout the Treaty and the related documents, there is an evident
desire to avoid the use of the expression "standardization", although
this is the obvious sense of the various provisions.

§/ The member countries have agreed to adopt the necessury economic policy
in each case to ensure equilibrium in their respective bhalance of
paymente and confidence in their currency, together with price stability
and a high level of employment.

2/ Member countries have declarad +their readiness to take joint acticn
concerning the training of labour, the conduct of negotiations between
trade unions and employers'! associations, etc., as well as to establish
a Ruropean social fund, desismed to facilitate the maintenance of the
level of employment.

10/ The European Payments Union, the International ¥onetarvy Fund, various
standing committees of OHEC, etc.

/There is
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There is ancther important difference betiveen the free trade area
and the European BEconomic Community: the problem of the definition of
origin, In the Community, where tariffs in relation to third countries
are to be standard and internal tariffs are to be e¢liminated at the end
of a transition peried, there is no need to identify merchandise by
country of origin. This need obviously exists, to prevent evasion through
trans-shipment of goods, when each member country contirues to maintein
its own customs tariffs in relation to third countries as is the case in
the free trade area.¥é/ 7

The organs of the European Economic Community which wield some
degree of supra-national authority are the following:

(a) An Ascembly of representatives, initially appointed by the
parliaments of the six countries and who are later elscted
by direct universal suffrage. The Assembly will mcet once a
year to discuss the report of the Buropean Commissiony if its
report shiould be rejected by two-thirds of the representatives,
the Commission must resigny

(b) A Council consisting of the iinisters representing the
Governments of the member countries, wvested with the supreme
power of decision in all matters relating to the common
market, Some of its decisions will be taken by simple majority
vote, while others will recuirs unaninity;

(¢) A Commission consisting of nine members, no more than two of
whom may represent any one country. The members of the Commission,
although nominzated by their respective countries, will not be
responsikle or answerable to their Governments, as their actilons
will be governed exclusively by the terms of the Treaty and by
the decisions of the Council of Ministers and of the Court of
Justice. This Europear Commission will supervise the exccution

of the Treaty, meke rescommendatlons to the Council of Ministers

11/ This was one of the main problemé considerad by the OBEC Working Group
in the report mentioned earlier.

/and take
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and take such action as may he recquired to enforce the
Council's decisions.lg/

(d) A Court of Justice, consisting of seven members nominated by
Govermments, which will be respongible for interpreting the
Treaty and ruling on any disputces between memboer countries
involving Governments or private enterprises.

In addition to these main institubions, others will be set up, such
as the ficonomic and Social Council, which will have advisory functions
and consist of representatives of all sectors of activity in the six
countries; the Advisory Monetary Committee, which will be responsitle for
observing the behaviour of the balance of payments in the six countries
and for making recommendations; and the executive ard advisory subsidiary
boedies of the Community's dependernt agencies, such as the Buropean

Investment Bank and the Sccial Fund for the readjustment of nmanpower.

2. Liberalization measures

The Rurcpean Hconomic Community Treaty provides for the progressive
elimination of customs duties amnong its six member countries over a
minimum transition perioed of 12 years, divided inte three poriods of
four years sach. These periods may be extended on certain exceptional
conditions. The first may be prolonged for two years; the sccond and
third may also be prolonged, but the transition period cannot last longer
than a total of fifteen years from the date on waich the Treaty enters
into force. At the end of the transition period, all the arrangements
envisaged for the normal operation of the common market are to be in
foree, sawve for the exceptions expressly provided for in the Treaty.

The abelition of tariffs, which is to be complete by the end of
the transition period, will be effected according to the following time-
table: first there will be a 10 per cent reduction within ons year from

;2/ The preliminary report on which the final text of the Treatry was based
(Rapport des Chefs de Délépations aux Ministres des Affaires Rtrangires,
published by the Inter-Governmental Comnittee established by the Conference
of Messina, Brussels, 21 April 1956) assigned wider swira-national
executive powers to the Huropean Commission.

/the date
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the date on which the Treaty enters into force; another 10 per cent
reduction in the following eishteen months and a third reduction at the
end of the fourth year., A reduction of at least 10 per cent is to be
achieved in the course of the first period, in order to reach 50 per cent
by the end of the second peried. Reductions during the second and third
neriods are to be scaled in a somewhat similar manner. The initial tariff
abolition is to be compulsory in respect of esch commedity, but for the
subsequent reductions each member country may make & global calculation of
the percentages of compulsory tariff reduction covering all of its
commodities.£;/

Basically ths same provisions apprly to fiscal duties;&/ and to internal
taxes having effects similar to import duties,

The same flexibility is ercountered in the machincry sstabliched for
tarifi equalization in the six member countries in relation to third countriss,
This equalization is based or. the general principle that each member country's
present tariffs should be replaced by a common tariff, equal to the ariti-
metical average of the existing ones. There are, however, seversl cixceptions
to this rule, usually designed to establish tariffs higher than those which
would result from the application of the aritimetical average method, for

manufactured goods, or lower tariffs for raw materials and semi~finisched

13/ As for the first reduction, the duty on each commedity is to be
lowered by 10 per cent of the base duty (in force as of 1 January 1957).
In the subsequent reductions, however, each member State is to reduce
all of its duties, so that total customs revenue (the product of base
duties for the value of imports from other member countries during
1956) are to be reduced by 10 per cent, the reduction on each commodity
being not less than 5 per cent of the respective base duty. In addition,
for all commodities on which a direct duty of more than 30 per cent is
levied, each reduction is to be at least equal teo 10 per cent of the
respective base duty.

14/ With the differences indicated in article 17 of the Treaty, the most
important of which is the obligation to reduce the base dubty by at
least 10 per cent in each period of the reduction and herce outside
the system of over-all duty reduction,

/eocds.
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15 ' ‘ ' . ,
goods.*g/ The six countries? tariffs will become uniform in the course

1.6/

In the study of the free trade ares, it was considered desirable that

of the transition phase, that is, withirn a maximom of 15 years.

internal tariff reducticns by member countries should be effected by &
process similar to that specified for the European Economic Community and
at the same rate.

The elimination of guantitative trade restrictions between member
countries is another important slement in the liberalization process. All
quantitative restrictions on imporits are to he removed in the course of the
transition period. The procedure adopted to achieve this is the gradual
expansion of import quotas. In order to avoid any discrimination, it is
provided that this procedure is to apply to global quotas rather than to
individual commodities. At the end of the tanth year ne aquota may be less
than 20 per cent of the national output of the commedity  te which it
applies. Quantitative restrictions on exports are to be eliminated by the
end of the first stage.

Mso in relation to quantitative restrictions, the »roccdure recommended
for the free trade area is, obviously, the same as thal described in the
Burcpean Economric Community ‘Treaty, since the Community is mainly based on
the rules of the CEEC liberalization code,

Guantitative restrictions may be temporarily re-introduced by a member
country, as a means of offsetting a disequilibrium in its balance of payments,
in accordance with the Treaty and subject to prior authorization by the

European Commission.

15/ The exceptions are defined in five annexed protocols cortaining lists
of commodities to which thne general rule will not apply. For marufactured
goods, relatively high fixed duties will replace those resultinz from
the application of the arithmetical method, In another list, mainly of
raw materials, the dutiss of the common tariff are not to exceed 3 per
cent,, lor semi-manufacturcd goods, included in another list, the duties
must not exceed 10 per cent. The same exgeption is made for some
chemical products, duties on which must not excead 15 to 25 per cent.
Finally, duties on many commodities await the negotistion betwesn the
countries scheduled to take place in 1957. (Articles 19 and 20 of the
Treaty and armexed protocols I to V),

16/ Article 23 of the Treaty. This article contains provisions governing
this rate,

/3. Objectives and
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3. Objectives and methods of developmernt

The existence of different degreces of development in the associated
countries is a problem that does not have the same importance in the
European Economic Community as in the free trade area. In the common
markct, the only area which is largsly under-developed is the southern
region of Italy. With the main object of helping to develop this region
(as well as other similar but smaller regions in the other five member
countries), the European Investment Bank was fourded. It has a cegpital of
1,000 million dollars, and will operate on a normal commercial hasis, under
a Board of Governors and a Board of Directors, both indsperndent of the
member countries. The function of this Bank, which, in addition to using
its own funds, may contract loans on the capital market, will be bo finance
projects which, because of their scale, excesd the capacity of »n individual
member country, and to help in formulating a European investmert policy.

In the projected free trade area, the problem of the under-developed
regions is already much more sericus. In those countries which might
possibly be admitted to the area, under-developirent is not fourd in
conjunction with a highly developed agricultural-industrial nucleus, as
in the conse of Italy; instead, they are countries which are "homogeneously
under—developed",

For these countries;LZ/ the report of the OEEC Working Group suggests
two possible alternatives, The first consists in postponing their admission
for a period sufficiont to enable them to reach a level which would place
then on equal terms with the other associated countries. The other would
be the ilmediate admission of thesz countries, with the provise that, for
a long pericd, they would not be compelled to remove customs barriers and
other obstacles to free trade. On the other hand, they would be immediately

entitled toAfree access to the common market,

17/ Greece, Turkey, Portugal, Ireland, Icelard and Spain (wiich is not a
full member of the Orgenization, but the problem of its asdmission to
the free trade area will certainly arise),

/The second
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The second solution proposed by the OEEC Working Group appsars to be
the more reascnable one, but its final success would depend on whether,
by the end of the period of grace allowsd, the initial difference 28 to
the level of developrent had been ertirely, or at least very substamtislly,
eliminated., In other words, the rate of economic development would have
to be much higher in the under-developed countries of the group than in
the others. If the difference in the levels of E?r cepita income (among
other indicators of economic developrment) were to remesin unaltered or
even increase at the end of the adjustment period granted, then the
participation of the under-dsveloped countries in the group could not be
allowved to continue, or there would be a cifficult readjustient crisis
(i.f the econony of the undur-developed country were sufficiently vigorous
to achieve a re-asllocation of resources) arising out of the unemployment
caused by the closing-down of non-competitive industries., This latter
situation is 21l the more probable since the establisinont of the common
market is designed to promote higher levels of industrial productivity in
those of the participating countries which are capable of taking advantage
of the increased size of the market, It 1s therefore to be exmected, if
the cbmmon market proves successful, that it will help to accelerate the
rate of economic development of the more industrialized countries and that
current diffcrences will be accentuated,

Neither will non-sdmission to the common market pure end simnle,
which is the first solution put forwsrd by OEREC, provide a solution to
the problem of the under-developed countries, for the same reason, because
the different levels of development. would become more maried snd the result
would be an isolation which would be a further unfavoursble clement for
those countries., It also appears that some of the under~develoned European
count ries would be immediately placed in an untensble position, since a
high proportion of their exports - both metropolitan and colonial - is

. . n 1E
currently directed towards the countries of the common mnrkat.*”/

18/ This is the case of Portugal, which in 1956 placed in the countries
of the Huropcan Payments Union no less than 65 per cent of itg
metropnlitan exports and 68 per cent of the e¢xports of its overseas
territories,

/One posaible
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Ons possible solution might be to cormbine the two objectives very
closely: liberalization of trade and sromotion of development, Liberslization
would be effected pradually, although ueriaps at a slower rate than that
applying to the fully developed participating countries, The temporary
exceptions would be studied in order to determine which industrisl sechtors
could become competitive through s develommeni vrogramie wibthin the period
of grace allowed., An invsstment fund would finance the now sctivities or
the development of the existing ocnes which were Jjudged to be more consistent
with the country's potentialities and therefore capable of competing on
the common market, The success of this solution will depend much mors on

the emphasis laid on the development progrzmme than on the intrinsic merits

of the market intesration scheme (liberslization)adopted,

Le Orecial treastment for asriculbural commoditics

The rules of the Buropean common market eopply, in principle, to
agricultural and to industrial commodities azlike, At the cend of the
transition period, 21l cbstacles to free trade in agriculturazl comnodities,
originating in national pnrctectionist volicles not controlled md co-
ordinated by the Community's agsncies will have disappesred. Thcese
national autonomous policies are to be replaced by a comion nolicy of
the six countries, drawn up within the framework of the Huropean lconomic
Community, consisting of 2 common system of marketing creps znd of
stabilizing agricultural prices. The norms governing this agricultural
organizetion of the six courtries will hove to be prerared gradually during
the transition period.éﬁ/

The inclusion of agricultural commodities proved to be tho most
difficult problem to solve, when the establishment of a free trade aresa
to supplement the common market of the six countries wes studied. HNost

of the members of ihe OEEC Working Group agreed on the inclusion in the

19/ The European Hconomic Community Treaty is very vague concerning these
norms., It is cuite clear that the intention is to let *hoss nomms
for common action in the agriculturel field, aimed principally at
stabilizing commodity prices and the incomes of the farmers, be fixed
gradually by 2 trial and error process, throughout the i2—ycar
transition rvericd.

/systen of
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system of all commedities traded, including agricultursl commodities,
while at the same time admitting that trade in tle latter ought te be
governed by a spocial system. The position of these countiies was bhascd
on the recognition that it would be very difficuit to introduce any system
exclusively for industrial commodities, because of the lack of reciprocity
anong membsrs of the arca, some having a predominantly industrial economy
and others an esgentirlly agricultural onﬁ,gg/ This position, nevsrtheless,
met with the apparently firm opposition of the United Kingdom to ths
inclusion of agricultural commodities in the free trade area.gél its
argument was thet the barriers to intra-fwropean trade in agricultursl
comnodities were constituted much less by tariffs and quantitative
restrictions then by others of an administrative nature, while the converse
was truc of industrial commodities, FHence ihe mere eliminstion of customs
barviers would rnot be sufficient to ensure really free trade in agricultural
comnodities., On the other hand, the United Kingdom declared that it was
net prepared to consider the elimination of the other administrativs
protectionist measures applied to its imports of agriculturai mmodities.gg/
In brief, the problem of inecluding sgricultursal comwodlties appears
to be the most difficult obstacle to the conclusion of an agreement of

Lo
prineiplie on the establishment of a free trade area in Europe.2

20/ Another arguaent against the exclusion of agricultural commodities is to be
found in the Charter of GATT, which doss not favour customs unions unleas
they arply to all or Lo the majority of the comnodities traded
between meaber courtries.

2./ This position was set forth in A Eurovean Free Trade Arca, United
Kingdom memorandum to the Organization for furopesn Co-opzrotion,
London, February 1957.

22/ In order tu understand the implications of these méasurss, it should be
rerembered that the United Kingdom is the principal purchassr of
Furopean azricultural commodities.

23/ At the February meeting of the Council of Ministers of OWEC, which
studied the report of the YWorking Group on the vizbilily of a free
trade area, it was decided to set up a new working prour to situdy
the problem of amriculture more thoroughly and to report to the
Council before 31 July 1957.

/IT. PO3ITION OF
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II, POSITION OF CVERSEAS COMMODITIES IN THE EUROFE:N MARKET

-1, Customs treatment

In‘regard to the colonial and associated territories of the member
countries of the common market, the special status of "associated
territory" was created and defined in the Convention annexed to the
Treaty, 24/ This association is to be promoted rot only through a
special trade system by also through the creation of 2 development
fund for the countries and their overseas territories, firanced by the
8ix countries in the common market and administered by ths European
Commission,

The customs treatment zccorded to overseas commodities in the
metropolitan territories of the six countries will consist, essentially,
in the removal, by a gradual process throughout the trunsition peried,
of the tariffs currently anplied to the imports of such commedities,
The quantitative restrictions and other obstacles to trade will also be
aboli.shed,

The customs treztment accorded to the Buropean conmodities of the
six member countries in these overseas territories will not constitute
complete reciprocity in tariff elimination, Duty reductions granted in
colonial or dependent territories in respect of imports from member
countries will only amount to the difference between present duties on
imports from the respective metropolitan territory and those levied on
imports from third countries, Depending on the nead to protect local
nascent industries or those to be established in the future, or for
fiscal reasons, there will still be, at ths end of the trensition period
for establishing the common market, a general system of duties in the
colonial territories, equivalent to the present duties for metropolitan

comuodities, ihat will disappear (and therein lies the concession made

24/ The Conventlion zpplies to the following territories; French West
Africa, including Senegzl, Sudan, Guinea, Ivory Coast, Dahomey,
Mauritania, Niger and Upper Volta; St. Pierre and :iiquelon; the
Comoro islands; Madagascar and its dependencies; French Oceanfa;
austral and antarctic Lerritories; The hutcnomous Republic of Togcland;
Trust Territory of the Cameroons, under French administration; the
Belgian Congo and fucndo~Urundi; Trust Territory of Comeliland under
Italian administration; and Netherlsands New Guinea,

/oy those
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by those member countries which currently enjoy strong preferences in
their colonial territories) is the discrimination between metropolitan
commodities and those of third countries in respect of import duties
levied on imports from cowtries belonring to the common market.

Customs treatment accorded to imports from third countries into the
overseas territories associated with the common market will continue to
be the same as at present, )

Imports from third countries which are similar to those of the
associated territories will be subject, in orinciple, to the duties of
the common tariff, obtained by averaging the tariffs of member countries,
Nevertheless, there are mmerous and imrportart exceptions to this rule,
which are of groat importance for Latin American exports intended for
Furope. In a certain number of cases, the common tariff obtained by
averaging the six present tariffs was judged insufficient from the
standpoint of protecting similar overseas commodities and was replaced
by duties fixed by negotiation  among the contracting parties. 1In other
cases, the negotiztion of cduties has yet to be concluded.gé/

The table below provides an interesting comparison of the duties
obtained by averaging and those fixed by negotiztion in respect of some

of the more important of Latin Amsrica's exports.gé/

Commodity - Tariff obtsined Tariff fixed by
by averaging negotiation
met nod

(percentages ad_valorem)

Coffee 745 16
Cacao 2.5 (raw) (
" : 3.5 { oasted) E 9
Cotton : ' 1.5 (raw) 0
Oranges ' 8 { 15 {from 15 liarch

to 30 September)
{ 20 {otrer neriods)

e e ~—

25/ Lists A to G in the amnex to thé Treaty and mentinoned in articles 19 and 20,
26/ The information in this table and the following one is necessarily frag-
memtary and is presented with great reservations, The tariff resulting

from the averaging msthod has not yet been officially disclossd and hence,
for this reason slso, the data presented should not be regarded as

definitive, /Except for
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Except for cotton, the dutles fixed by direct negotistisn between the
contracting parties are higher thim tihcze bosed on the arithmeticel sverage
of duties in forece as ~t L Jenuery 1957 under the tariffs of the six
countrieé. Cotton is excepted not only becaunse it is an extremely important
raw meterial for furnpesan transforming industries, but also becnuse there
is no great volume ol cotton production in the overseas territeries of the
memper countrics,

For other commodities currently exported to Burops by the Latin Americin
countries duties (also established by nesotiction) cherged on entry into
the common msvket will not be nny less, as can be szen from the following

table: o/

CLommodity: Duties fixed by negotiation
(ercentame ad valorem)

Frash or frozen beef <0
Butter 2L
Frash bananas 20
Beet and cane sugsr 80
Leaf tobacco 30

Finally, for several other comuoditics occupying an importanﬁ nlace
in Burope'!s trade with its overseas territories and Lotin America, customs
duties in respect of third countries have still to be fixed by the proposed
negotietions which are due t» be completed by the end cof 1957.28

Some of the countries participating in the EBuropean Economice Community
succeeded in having inecluded in the Treaty provisicns designed to protect,
at least temporarily, their trode with third countries, once the agreement

enters into force. These include the provisions contained in the annexed

27/ Wo information is svailsble, not even of a provisional or unconfirmed
neture, concerning the duties on these commoditiss caleulsted aceording
to the arithmeticel average method, MNevertheleus, it is tc be assumed
that these average duties would be substentiuily bhelow thoese indicated,
28 in the case of the first table.

aﬁ/ Among them, the following arc important: timber, wiimary aluminium,
magnesium, lead, tungsten, molybderum ard other mstallic ores, (List
G annexed to the Treaty).

. /protocols relsting
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protocols relating to the establishmart of tariff concessions for imports

of bananas intc Germany and of coffse and cacac into Belgium, the Netherlands
and Italy from countries other than tha overseas territories, during part

of the transition period. Under these provisions Germany will enjoy on

*

annual quota of duty~free benans impeorts equivalsnt to 90 per cent of the

amount imported in 1956 (after deducting the amcunts imported from
overseas territoriea'gg/until the end »f the second period of tariff
eliminations, ~nd cquivalent to 80 per cont of these smounts during the
third period. Italy's coffee imnords from third countries will be subject
to the customs dutizs in force before the common mericet began to onerate,

up to the zmount importsd during 1956922/

2. Common invsghientoe system

e dan e o e,

In exchanre for the ifree opening of the Africman markets to their

exports, the six Buropcan countries undertake to contribube jointly to

the social and public utility investments effected reguiarly by the
metropolitan countries in those territoriss, to a total smount of slightly
more then 580 million dnllars over a five-year pcriod,é;/ Tho French
colonies will receive through this fund 312 miliion doliars of non-French
funds (apert from the 200 million which is the French contribution within
the same general scheme), The Germon contribution will be the sane as

the French.

29/ 290,000 tons.

30/ As from the sixth year after the Treaty enters into force and until
the end cf the second period, the initizl cucts merticned 2bove is
to be reduced by 20 per cent. From the beginning snd throughout the
third »eriod, the quota is fixed at 50 per cent of the initial amount,
Slightly different provisions govern coffee imports into the Benelux
countries. The relevant provisions of the Treaty cre not very clear
for cacso imports effected by the latter counmtries, '

31/ Participation in this overscas investment fund, as defined in the
Conventicn annexed to the Treaty, will l2st 5 vears. AL the end of
this period a new Convention is to be negotiated between the contracting
partics, Although these have not for the noment rsgimed any obligation
to renew the Convention, france expressed the anpe, not only that it
would be renewed, but that annual contributions intended for its
territories would be at lsast the some durirg the next five wesr period
as the quota corresronding to the lzst year of the present Convention
(which is the highest for the nerisd)}, namely 120 miliion dollars,

52/ Sce Annex I to these notes,
/German adherence
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German adherence to this scheme 'ms obtained as the result cf
prolonged negotlations. Apmareatly Dermany's reluctance was not only
due to the fach that it wight kave to side with France in the possible
diificulties France amight encocunter in its dependent colonial territories,
but also to the fact that the closer economie tiles %iE? Africa might
33

Jjeopardize its flourishing trade with Latin America. In several

Latin American countries (particularly Argentina and Brazil) Germeny is
making large industrial investments. The maintenance of this flow of
investments is possible only so lonz as trade with these countries remains

at a high level,

24/
IIT, EXPCATS OF S0»E LATEN ALLRE CAN COLLODLTIES TO 153 OPE==!

The possible repercussions which the fermetion of the Huropean common
market may have on exvorts of Latin ifmerican commodities can boesht be
apprecizted by bearing in wmind certain fundamzntal data concsrnine these
exports.éé/ _

Latin American exports of coffee have been declining slovly in relation
to total world exports since the period imucdiately prior to the Zecond
World War., From 84,2 per cent in 1934~48, the Latin American share feil
gradually until it reached 73.9 ver cent in 1955 (see table I). The same
reduction has teken place at an even faster rate for coffee exports to
Europe. Latin Americal's shars in ¢>ifee exwports to Furops fsil from 78.1
per cent in 1934-48 to 56.8 per cent in 1954~5% {(see tablz II). at the
same time, world sales of African coffee rose from 6,9 per cait in 1934-38
to 19.9 per cent in 1955, and shimments to Durope rose even more rapidly,
from 1l.6 per cent of total European imports in 1934-38 to 35.3 per cent
in 1954-55,

33/ It is sufficient to remembsr, to obtain some idea of the magnitude of
the prospective changes, that current German iaports from Mexico are
couivalent in value to thosz from the vhole of Freneh Africa, Moreover,
Hostern Germany exports solely to Argentine cre twies its eutire sales
to Freanch Africa,

3/ Tables with the statisticrl data referred to 1n the text are ziven in
amnex LI, The tebles cover a groun of countries represeuhzting mosh
of Vestern Hurops.

;ﬁ/ These data ars presented hure not as a systematic analysis, but rather
in order to give some idea of the order of msgnitude of the problems
and to call attention to the need for further study.

/The relative
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The relative wosition of cotton giffers in a cerbain respect, Latin
Americals share in world exnorts of this commodity has grown considerably
(from 11,1 per ccub in 1934-38 to 26,3 wer cent in 1955). But the vrogress
of African exports was equally ranid, and they tended to supply an increasing
provortion of the HBurcpean market (sse tables I end II11),

The data available on sugar are not co enlightening. But they do
indicate a gradual rice in Latin Americon exports within the world total
with o subsequent decrease (from 41.1 per cent in 193i-38 to 66 per cent
in 1948-50 and 46.9 per cent in 1955), alongside relative stagnation of
the shaore of Africen sugar in this trude, Nevertheless, there is a
considerable drop in the proportisn of sugar exported by the Latin American
countries to Burope {from 53.2 per cent in 1951-52 to 33,7 ner cent in
1954-55), to the advantage o»f imports from other sreas (ses tables I omd
).

Latin America's share in world cacoos exports has remainsd stationary,
and so has that of Africa. Latin fAmerica's contribution to Zuropean
supplies of this product, vaich is not large (sbout 10 ner cent of total
European imports in recent vears) nevertheless reveals a slight upward
trend (sees tables I and V),

Sa far as copper is concerned, Latin America's positiocn on the
European market alsc shows a tendency to improve (from 6.8 per cent of
total Buropean imports in 1951-52 to 11.7 per cent in 195&m55), although
its relative share is still far below that of Africa {see toble VI),

It is interesting to observe also that, in the casc »f coffes, Latin
America's share in Buropean imports hes declined more sharply in the
countries of the Zuropean Economic Community (from 77.32 ver cerd in
193438 to 52.9 per cert in 1954~55), which represents the bulk of the
colonial Powers, than in the other group of Furopean countrics consisting
of the Scandinavian courtries and the United Kingdom whors the decrease
was from &) per cent fo 69,4 per cent over the same period. The sane
remerks apply to Brazilian exports to the two groups of couniries for
the same periocd,

/IV. POSSIILE
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IVe POSSIBLE REPIHCUSSIONS OF THE EUROFLAN
COMMON HARKET ON TATIN AKERICA

The Buropean Economic Community Treaty is more than a trade and economic
treaty since 1t represents the adoption of & ccmmon policy by the European
Govermments concerned towards assoclated overseas territories. For this
reason it is difficult to foresee what the exclusively econcmic effects
may be of the collazborztion now being initiated. Nevertheless, it is
possible to indicate the principal issues that might arlise from this
development and some of the factors —both favourable and unfavourable -
that may influence the future course of Latin American trade with Europe.

The statistical date presented in the preceding section show that
African exports of some foodstuffs and raw materials, which compete
directly with Latin American exports, have gradually been gaining ground
in the European market. This trend has been taking place for some time
and may soon receive a new and vigorous impstus once the overseas terri-
tories have free access to the Luropean comnon market unless the Zuropean
countries in the common market adopt special measures to safeguard their
trade with Latin America. An accelerated diversion from Latin America to
Africa of imports by Germany and the other participating countries would
also depend on the scale of productive and social investments that are
channelled towards the assoclated territories. Relatively large and
sugtained investments foy the production of primary commodities may tend
to increase world supplies of such commodities faster than the growth
of world demand if production in other areas (including ILatin America)
is maintained or increased at present rates. This could be the case
particulerly with coffee and cotton.

Thus Latin ﬁmefica might be faced not only with a stagnation or
gradual reduction of the European markets for some of its exports but
also with a weakening of international prices for these coumnodities
following any sharp increase in supply in markets other than Lurope,
specially in the United States. In view of the characteristic inelasticity
of demand for foodstuffs and tropical materizls, the terms cf trade would
probably be adversely affected by any substantial diversion to the
United States market of supplies formerly sold by Latin America in Eurorpe.

/In addition,
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In addition, Luropean capital, which tends to follow the direction
of trade, moy flow on an increasing sczle to the Mfrican continent.

This could result in an cppresciable part of Germony'!s foreign invest-
ments, as well as to a lesser degres those of obher Iuropean countries,
being progressively directed away from Labin fmericss

These are the genersal prospects bhebt Latin fmerican courtpies feor
may be realized with the integration of overseas territories in the
common market. However, there are circumstances and factors that may
offset any such tendencies as outlined above. In the first place,
with the possible exception of coffee, the oversess territories will
scarcely be in a position to take advanbage of ths treatment granted to
them in the six couniries of Dueope until 2 relstively iong time hos
elapsed when considerable effort will have been imade vo devolop preduction.
The imnediate proépects of coupstition from africen commodivies do not
seem to be very gréat, 25 o general rule, because the volume of production
in the colonial tercitories is very limited (see table I) in comparison
with Latin Americe's share in the world merket, and it will take time
to remove the obstacles to the expansion of such productions.

In the second place, the overseas territories do not offer industrisl
development prospects of the same kind as those being utilized by Buropean
cepital in Latin fmerica. African dppoftunities lie meore in the develomment
of some basic public ubility sectors and in the cpreation of facilities
for increasing the preduction of vegetable and mineral raw materials, as
well as foodstufis. In the manufaéturing industry. especislly that which
produces durable consumer and capital goeds, any ncw investiient of Buropsan
capital presupposes the existence of numerous prior conditions which are
found more readily in Latin America than on the 4ifrican conbtinent. That
is why, at least over the ghort term, the overseas territories mey not
have a very strong attraction for productive private European capitel.

Finally, there is also a possibility thab, with o view to avoiding
sudden dislocabtions in international trade, the couatries participeting
in the huropean common market will propose the adopticn of measures
deslgred to safeguard for the immediate future their trede with Latin
America (and possibly also their trade with other regions) at levels

/not much
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not much below the present ones. Mo positive step has been taken in

this direction by these countries. Everything will probably depend

on the trade policy in relation to third couniries which will be
gradually drawn up by the executive organs of the European Economic
Community during the transition period. Some indication of the intention
to reduce the immediate impact of the common European market on Latin
American exporbs may, however, be found in the protocols aunexed to the
Common Harket Treaty relating to the fixing of quotas for German imports
of bansnas and of coffee and cacao imported by the Benelux countries end
Italy during the transition period under the customs franchise. According
to this policy, the portion of the market reserved for imports from over=
seas territories would be limited to future increases of the Buropsan
market over the present levels of imports from third countries. This is
undoubtedly a possibility, bubt there is as yet no further information

to go on in addition to what has been mentioned.
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ANNEX I

CONSTITUTION OF TiHn IMVESTMANT FUMD FOR OVIRSZAS TERRITORIZES

The contributions of the six countries of the European Lconomic

Community o the Iavestment Pund for oversess territories, for the first

five~ycar period, ars distributed zs foilows:

Federal Republic of Germany

Yrance
Belzium
Netherlands
Ttaly
Luxenboursg
Total

fiiliors of doilers
- 200
200
70
70
149
L.25
581 .25

The countries in the Community with overseas territories will benafit

from the comlributions to tne Fund in the following proportions:

france
Hetherl nds
Belgiwn
Lvaly

Millionz of dellars

511,25
35
30
5

The net centribubtion to bz received by the French territories undar

this plan will increase nrogressively during the five yzsors that the

Converntion is in force, as follows:

First yezar
Second year
Third ysar
Fourth year
Fifth vear
Total

Millions of dollars
30,25
40,25
50,25
70,25
_ 120,25

311.25

To this contribution to be receivaed from the other couniries, must

be added Frence'l's own cortribubion of 200 million doilzie ifor its overseas

territories within this schews, making 2 grand total of 511,25 million

dollars,

| ANNEX 1T
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SOME STATISTICAL DATGE
.Table I

SHARE OF LATIN AGIRICA AND OF AFRICA IN WORLD EiPOaTS CF

SELZCTED COMUODITIES

{Percentages of the gquentum of world exports)

Commodity and ) o g : 4 ! =
region 1934-38 |1.948-50 1952 1953 r 1954 & 1955
!

Coffee (thousands of tons) L&D lono 1940 2,00 1300 | 2090
Latin America 8h.7 | S4.0] 8L.3 | 80.9 | Th.T|  73.9
Africa b/ 6.9 L3245 1.7 13.5 L .3| 19,9

Cotton (thousands of tons) 3070 2570 | 2330 21,50 2680 12390
Latin America 11,0 15.5| 17.0 23,1, 2l 263
Africa b/ ko2 8.0 9.6 92 a2 12l

Sugar (thousands of tons) 2800 10650 131250 13450 12200 113500
Latin America Ll.1 55.0 0.8 575 53.2 46.9
Africa b/ 6.7 6e3 6.7 643 8.3 Tk

Cacao (thousands of tons) 660 7G5 655 755 720 720
Latin America 0.1 27.5 22.3 26.3 30.5 27.1
Africa b/ 66.9 68,81 TL.7 9.3 Le7!  62.8

Sources FAO, Yearbook of Food and Agrlcnlturel Statistics, and Monthly Bul=~

letin of Agricultural Economics nnd sStatistics.

a/ Excluding the trade of the United States with its territories.

b/ Excluding Bgimts

At s — —
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Table II
SHAR CF TUE PRINGICAL PRQ0UCINEG EECICNS TIT THE COXTEE
IWPOKLIS QF SRLECTYD BURL DEAN COUNTIINS
Importing Covntries of tﬁ? o Othef Huropean
region EuropoLn_Econcqlc cousbries Y Tota
Cor mmJJtV‘ 2/ - -

Exporting 93L» 190G~ 195h~ 193k~ 1940~  105k=  193k-  19k9- 1954~
Tecion N LY A900 LSP5 1938 L1950 1955 1856 1950 1235
{Thousonds of tons)

Frazil 207.6 13440 128.1% 615 2.6 75.3 26943 206,86 203.4

Other Latin

American

countries 15840 3Zel  1(0.2 41 40 15.8 15.3 199.0 L7.9 11545

Total for

Latin Anerica 365 . C(, 16601 228 . 3 102 l:; g2a tl+ C/}Go 6 II.L{/)'T;-B 25!4-. 5 5].8}9

Africa S7.5  113.,7 190.1 12.1 5247 o (9.6 Lhhatly  197,2

ASia 50.: 8-3 27.5 12.0 Geé x'_;,.’? 6?.2 8-9 3902

Total g/ K73.5 0 257.0  L3L.h 126,86 121,77 120.5  BU0W1 4087 551.9

Value (millions

oy United

States s dollars) 56343 150.5 7138
(Percentages)

Brazil L34 1647 297 4845 577 577 Ll o9 5046 36.2

Gther Lztin

American

countries 33 ol 1142 27342 3244 13.0 1.7 3342 117 20,6

Total for

Latin America  77.3 579 52.9 £1.0 72,5 HS ol Tl 62.3 5648

Africa 12l 32,9 39,5 Geb 26,9 2l 1i.5 353 3543

dsia 10.0 Z2e9 baly 965 0.5 3eb 104 242 547

Total 100.00  100.0 1i00.0  1C0,0 100,00  120.,0 100,00 190,00 100.0

Sources: A study of trade between Latin America and Buirgpe, United Nations Publica-

tion, Sales No. J95 lI.u. 5 end Cﬁ.m0¢'tv Tyenrle Stetistics, 1954~

s e

25

a/ France, Italy, Foderal Remublic of Germany, Eelgiun, Luxcmbourg and Netherlands.

b/ United Kingdom, iorway, Sweden, Denmark.

¢/ Including figures For other territories, Oceenia, etce
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Table ITIX

SHARE OF THE PPINCIPAL PROTDUCTNG HEGIONS IN  ThE COTTON
IMPORTS OF SELECTED BLDOPIAN COUNTILES

i Countrics of the

Importing . . ; thor Buropean

. Ruropean fconomic s Total

region gcmmn;ity o) counnrles_g/ |
Export™~_ 193h-  1949- 1954~  1924= 1G4S- 1954~ 1934 1949- 1954~

ing rogidn. 193 1950 1955 1933 1950 1955 1938 1950 1955

(Thousands of 500 1b bales)
Latin America 6éLl3 266 981 Lok 541, 393 1077 807 1374
United States lSél 2269 1122 1275 537 L8l 2836 28006 1403

Egypt 541 403 107 565 375 5hy 1137 7 LT71
Africa 172 245 688 214 158 LLS g 755 113%
Asia &02 244 302 410 105 149 1012 349 451
Others 321 Lok 575 93 L3 i37 L 507 712
Total 3810 2801 4075 3054 2069 1672 6854 5Q60 5747
Value (millions

of United

States dollars) 793.6 35545 1149.1

(Bergentagos)

Latin America 16.1 6.8 240 15.2 260 25.5  15.7 135 23,9
United States 41.0 58,3  27.5  41.7  25.9  28.8  LL,3  47.1  27.9
Egypt 1h.2  10.4  10.0 - 19,5 18,1 3.8 16.6 130 8.2
Africa L5 6.3 16,9 7.1 22.6 26.8 5.7 12,0 19.8
Asia 15.8 6.3 7.4 13,4 5.1 8.9 147 5,9 7.8
Others 8.4  11.9 141 3.0 2.1 8.2 6.0 8.5  12.4
Total 100,0 100,0 100,0 100,0 1C0.0 100.0 100.0  1€0.0  100.0

Sources Statistics on cotton, United States Department of Agriculture, Bulletin
N° 99, and Anaual Statistical Bulletin, International Jotton Advisory
Committee,

&/ France,Italy, Federal Republic of Germany, Belgiwm, Luxambourg sad fletherlands.

Q/ United Kingdom, Horway, Sweden and Dermarks
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Table IV

LATYN AMERICAYS SHAPE IN THH SUGAR IHPO3ITs OF SFELICTID ZUNOPEAN COUNTRIES

Importing Countries of the

Other Buropsan

European“E?Pnomic countries Totax
communi.vy
a/ b

ing regions — 11“ ' "/

195L~ LG54~ 195L= L55h= 1951 1950~

1952 1955 1952 1955 1952 1955

(Thousands of tons)
Latin America 732 409 1,465 938 2,197 Ly 387
Total La247 836 2,683 3,16 Ly 130 399
Value (millions of "
United States dollars) 96.0 bl . 40241
(Pezcentazes)

Lotin America 58.7 45,8 8545 297 53.2 337
Total 1C0.0 100.0 100,0 100,0 100,0 100.0

s o, mprmrE—— At e b W » i — r—r—

Sources  OEEC, Btatistical Builetins, Fourth series,

i g ——

§/ France, Ttaly, Federal Republic of Germsny, Belgium, Luxembourg’and Netherlands.

E/ United Kingdom, Norway, Sweden and Deimncrk.
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Table V

LATIH AMERIC 'S Slalis IN THE CACAO TMPORYS OF SELECTED EUROPEAN

GOINTRIES
Countries of the Other Auropean
Buropean Economic gountries Total
community a8/ b/
1951 1954~ . 1951~ 1954~ 1951= 1954~
1952 1955 252, 1955 19582 1955

(Thousands of tons)

Latin America 26,202 3y G10 3,548 104315 29,750 115,225
Total ' 194,769 217,847 141,802 1645984 326,571 352,831

Value (millions of
United States

doLlars) 222,13 17448 367.1
(Percentases)

Latin America 13-5 1-6.0 2 u? 6- 3 901 n¢8

Total 100.0 100.0 100,0 100.0 100.0 100,0

[

Sources (BEC, Statistical 2 1il-hins, Fourth 3Jeries.

a/ France, Italy, Federal Repubilc of Germany, Belgium, Luxembourg and Netherlands.
b/ United Kingdom, Norway, Sweden and Dermark,
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Tabis VI

LATIE AMIRTCAVS »MAKH TN (80 40008 100678 OF WD AUROE L4 GUUIIENES
Tmpoxrting Sountries of the wher Suropzan
region furopean HSconomic pountries Total
' community o/ b/

fn;cpor't "~ —

Sy O \ o . oL TNy 1

ng rogion /57 - 1O54 -~ L9651~ L955- LGOL- LaSh-

\\ 1952 1G55 1952 1955 1952 +555
(Thousunds of bons)

Latin America 54,4 000 Q0,410 L1000 56,003 66,040 LAy 3
Total 51.3,98L 737,628 5k 340 516,775 063,325 125L,005
Valve (millions of

United StAates

(}Qll,?nl;:? ) 56!\'.. LI- j-;o‘-[}o i? C}{)?.:ﬁ.

(Percents es) .

Labin America 10.7 2,3 2l 10.5 6.5 1.7
Total 160.,0 100.0 180.0 100.,0 100.0 L1000
Source: OEEC, gjg._:_fg__mh,x_c,_ al 30)..4,@ tins, guszm Soring.

Luxenbovrs and Hethorlands,

4/ France, Ttaly, Federal Republic of Gemr,-m;a, Bl gwm,

b/ United Kingdom,

Horsrays 3weden and Denmark,



