European Parliament resolution on the World Trade Organisation disputes between the European Union and the United States on alleged subsidies to Airbus and Boeing
1.
Resolution tabled pursuant to Rule 108(5) of the European Parliament's Rules of Procedure by the Committee on International Trade (INTA)
2.
EP reference number: B6-0334/2008 / P6_TA-PROV(2008)0353
3.
Date of adoption of the resolution: 9 July 2008
4.
Subject: World Trade Organisation disputes between the European Union and the United States on alleged subsidies to Airbus and Boeing
5.
Competent Parliamentary Committee: Committee on International Trade (INTA)
6.
Background of the resolution:

The resolution has been adopted as the result of the debate that followed the oral question O-0033/2008.

7.
Brief analysis / assessment of the resolution and requests made in it:

The Commission agrees with the content of the European Parliament resolution. It accurately portrays the origins of the dispute and its implications and correctly points to the need to keep the dispute separate from the US Air Force procurement of refuelling aircraft.

The resolution contains 3 requests to the Commission (point 1):
(a)
Parliament calls on the Member States and the Commission to ensure that any anti-competitive actions contained in legislation or in executive policy that would improperly restrict the ability of EU companies to compete in either civil or military programmes should be met with the appropriate response by the Community and its Member States;

(b)
Parliament fully supports the defence of EU interests in the pending dispute settlement proceedings before the WTO and urges the Commission to continue its efforts in this regard: it doubts, however, whether WTO rulings in themselves will provide the necessary long-term solution the market requires as a basis for future peaceful and fair competition in this sector which, by contrast, a negotiated solution could deliver;

(c)
Parliament considers that the starting point for any talks would need to be a discussion without preconditions on the terms of negotiation, demonstrating the genuine intent by both sides to arrive at a pragmatic balance between EU civil support and the US military-industrial scheme, which lays down those aspects of government involvement genuinely impinging on the establishment of a truly level playing field.

8.
Reply to these requests and outlook regarding the action that the Commission has taken or intends to take:

As regards point (a), the Commission notes that there is no reason as to why the pending EU/US litigation in the WTO over support to Airbus and Boeing should be allowed to affect the ability of EU industry to compete fairly in public procurement competitions in the US.

On 9 July, US Defence Secretary Robert Gates announced the intention of the US Department of Defense to proceed with a limited, expedited re-competition of the tanker deal. This approach seems balanced and proportionate to the US Government Accountancy Office (GAO) findings. Although the GAO has identified 8 procedural issues, it has not contested that the US Air Force had made the right choice.

The Commission is aware of attempts of Boeing supporters in the US Congress to link the tanker procurement to the WTO dispute with a view to undermining the European competitor's prospects. A number of arguments can be deployed to try to thwart these attempts:

The Commission understands that the US Department of Defense has stated publicly that US government procurement laws and regulations do not permit consideration of the Airbus/Boeing WTO cases in determining the best tanker aircraft at the best value for taxpayers. The issue of support to Airbus as challenged before the WTO is therefore immaterial in this context.

And even if it were relevant, as long as the WTO has not ruled on the dispute, Boeing's claims that Airbus is being unfairly subsidised remain unproven and amount to nothing more than mere allegations. Based on current information, any final WTO panel report, let alone a decision following a possible appeal, would probably only be issued after the new tanker decision. On the issue of support to large civil aircraft industries, one should of course not forget that US subsidies to Boeing itself are the subject of WTO litigation. Billions of US$ in Boeing subsidies have already been ruled illegal by the WTO several times. Yet Boeing still appears to benefit from these illegal subsidies under the Foreign Sales Corporation Act and successor legislation. Moreover, the fact is that the government loan used to help develop the plane Northrop Grumman/EADS are proposing, the Airbus A-330-200,  has been repaid, and with interest. By contrast, none of the subsidies to Boeing's competing aircraft have ever been repaid.

Surely competition is a good thing, ensuring that US armed forces get the best material at the lowest cost to the tax-payers, in addition to creating more jobs both in the EU and in the US. The Commission hopes that this consideration will drive the further procurement process both at the level of the administration and Congress. The Commission recognises the important role inter-parliamentary contacts play and which are very valuable in bringing this message effectively and persuasively across. The Commission will continue to monitor the situation closely and, if necessary, consider appropriate action within its competences.
As regards points (b) and (c), the Commission welcomes the Parliament's support for the defence of EU interests in the pending dispute settlement cases before the WTO and  reconfirms its best efforts in this regard. The Commission has always considered that a negotiated solution could provide the necessary long-term solution the market requires as a basis for ensuring fair competition in this sector in the future.

Up to now, despite several good faith attempts on the European side to solve the dispute amicably, the differences between the two sides have proven too big. The US has denied there are any subsidies to Boeing, while at the same time demanding that the EU put an end to European support to Airbus, which we insist is WTO-compliant. On this basis, it has so far not been possible to establish a fair and balanced basis for a negotiated settlement.

The Commission therefore fully agrees with the Parliament that "the starting point for any talks would need to be a discussion without preconditions on the terms of negotiation" and welcomes the Parliament's emphasis on the need for an international level playing field. With this in mind, it is the Commission's view that the EU should not give in to US demands to renounce particular types of support for Airbus upfront, as a pre-condition for negotiations; and that a decision on how to proceed can only be taken once the WTO has ruled on both support to Airbus and support to Boeing and once there is clarity about US compliance with existing and future WTO rulings.
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