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NOTICE TO MEMBERS

Subject: Petition 1424/2009 by Andreas Ebert (German), on his suggestion for 
creating a level playing field for international trade

1. Summary of petition

The petitioner contrasts the context of free trade within the EU with the customs barriers 
affecting its trade with third countries. He presents a coherent statistical model for calculating 
customs rates - incorporating factors for social and environmental costs - which would create 
a level playing field and a win-win situation for all trade world-wide.

2. Admissibility

Declared admissible on 12 January 2010. Information requested from Commission under Rule 
202(6).

3. Commission reply, received on 11 May 2010.

The Commission attaches great importance to fair and open trade. Whilst it is convinced that 
openness brings important benefits such as significant trade and GDP growth, reduction of 
poverty, improved economic efficiency and innovation, the Commission is conscious of the 
need for a level playing field.

Similarly, the Commission attaches great importance to ensure a move towards greener and 
more socially inclusive growth, which is also what it wants to achieve with its new EU 2020 
strategy, which it is putting together over the following couple of months. Open trade policy 
will be an important element as vector for the external projection of the principles that will 
underpin the strategy: openness, social and environmental protection and sustainability, and 
constructive engagement on the world scene.
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First of all, the importance of open and fair trade is why the Commission firmly supports and 
defends international trade rules. Introducing new tariffs calculated on a bilateral level, to 
offset differences between countries expenditure on social and environmental issues would 
require a major change of WTO rules. There is very little chance that this could be negotiated 
with countries from the developing world and, as the WTO is a consensus organisation, this 
looks virtually excluded.

Introducing such a tariff is not possible under EU legislation either. The EU has been a 
customs union since 1958 which means that all customs duties and restrictions among the 
Member States are eliminated and has introduced a common customs tariff to third country 
goods. Thus, introducing a bilateral tariff between countries inside the EU is not possible, no 
more than calculating bilateral tariffs between countries within the union towards individual 
trading partners outside the EU would be possible either. 

Demanding that the tax revenue should be given back to the exporting countries in order to 
compensate for social and ecological damages would also interfere with national government 
competences, in the sense of pre-determining how these countries should spend the money 
that would be due to them.

Finally, from a purely technical point of view, setting aside the legal obligations and 
restrictions mentioned above, this method would be difficult to apply. Basically there is often 
no direct link between the social costs and final price of a particular product. In theory, a trade 
tax is a very inefficient way of handling differences between other economic and social 
policies across countries, both in Europe and in the rest of the world. The proposed tariff 
comes close to a Pigovian tax, which is a tax that is intended to counterbalance negative 
externalities. However, using trade policy to address cross-border externalities is not always 
obvious. Reaching an optimal post-tax equilibrium is not always warranted and may lead to a 
suboptimal outcome. Beyond theory, a non-trivial problem with any practical application of a 
Pigovian tax is the complexity needed in determining the taxation level. 

The idea of calculating a "Sozialquote" to determine the tariffs is problematic, as calculating 
the differences between expenditures on social and environmental issues are not necessarily 
appropriate as a measurement. The main weakness of this measure is that it does not take into 
account efficiency, but merely looks at absolute numbers. Thus it does not reflect the 
efficiency of the social or environmental system. If the economy is booming and 
unemployment rate is low, then this would by definition be lower. By spending a lot on social 
welfare this would increase the share, but could be done so without necessarily achieving a 
positive outcome. Whereas by being efficient and spending less, the rate would be lower. 

Conclusion

The Commission considers that the proposed tariff would go against EU legislation as well as 
the EU's international obligations. Furthermore, the Commission doubts whether the proposed 
tariff would be an optimal way of dealing with social and economic differences between 
countries.


