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INTRODUCTION

1. This General Report on the activities of the
European Coal and Steel Community is the second of the
annual reports which, according to the provisions of the
Treaty, the High Authority must publish for discussion by
the Common Assembly.

2. The report published at this same time last
year (1) dealt with the creation of the institutions of the
Community and the first decisions which had been taken,
in particular those concerning the establishment of the
common market for. coal, iron ore, scrap and steel. These
institutions had then hardly begun to function- properly,
and the decisions had not yet had time to produce any
results. This present report, however, comes twenty
months after the creation of the institutions and roughly
a year after the establishment of the common market. It
is a balance-sheet of the first results achieved — results
which are many and tangible — n all the fields of action
of the High Authority, and their importance must be
judged in the light of the short time which has elapsed
since the creation -of the Community:

— a steady development of the coal and steel
trade which has enabled consumers to benefit
from considerable price reductions; the most
efficient producers to maintain a relatively

-~ high_level of production and employment at a
time when fthe_ general economic situation was
rather unfavourable, and other producers to

() General Report on the Activities of the European Community (August 10, 1952

to April 12, 1953) and the Special’ Report on the Elablishmen! of the Common
Market for Steel, published May 8, 1953 as a supplement to the General Report.-
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find in competition the necessary incentive to
adapt their plants, their organizations and
their techniques to the new conditions created
by the common market;

— the development of the High Authority’s
policy both in respect of the operation of the
market and the establishment of general
objectives for modernization and expansion,
and the exploration of possible new sources
of financing;

— finally, the development of those activities
~ which more directly concern the Community’s
workers, in particular the first application of
the provisions of the Treaty regarding readap-
tation and the decision in principle to make a
financial contribution towards an initial pro-
gramme of 1,000 housing units for workers.

3. This Report presents not only a balance-sheet of
results achieved, but also an overall picture of the actions
to be initiated or carried through, in the course of the
coming months, in line with the provisions of the Treaty
and the the wishes of the Assembly.

4. Not all the problems have been solved, not all the
difficulties overcome, but each stage that has been passed
— with all the precautions necessary to avoid causing
serious disruption in the economic life of the six countrizs
— has brought the Community nearer to its fundamental
objectives: increase of production, [ree and equal access
for all consumers to the sources of production, improvement
of living and working conditions for labour.

By these achievements, the Community has given
proof of the effectiveness of the first supranational Euro-
pean institutions for obtaining the ultimate goal and of
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their flexibility for adapting themselves to the various
situations which they meet.

That certainly is the essential fact which emerges
from this balance-sheet of one year of common market and
20 months of functioning of the institutions which govern
it. The results achieved in the as yet limited field of coal
and steel foreshadow visibly those that would follow [rom
the creation of that “broader and closer community” whose
initial foundations must be laid by the European Coal and
Steel Community.



18-19

CHAPTER ONE

THE INSTITUTIONS OF THE COMMUNITY

5. Following a brief period during which the institu-
tions of the Community were established, the first year
of the common market witnessed the fuller development
of these institutions and of their reciprocal relations.

6. The High Authority, constantly adaptmg itself
to the problems raised by the development of its activities,
has continued with the organization of its work and ser-
vices along the general lines which have already been
indicated ().

Keeping strictly to its method of multiple and,
one might say, permanent consultations, the High Author-
ity has intensified its contacts with producers, consumers,
workers and their organizations, and with experts of the
national governments, in addition to the exchanges of
opinions and formal consultations which it has had with
the Special Council of Ministers and the Consultative
Committee. In order to assess the possible effects of im-’
portant decisions, before taking them, and to be able to
give its reasons and explain its methods of application after -
the decisions are taken, the High Authority held separate
meetings with producers, consumers and workers, all of
them chosen for their competence and influence. This was
~ done, in particular, after the decisions made in May 1953
which, in freeing prices, created a completely new situation
on the steel market; it was also done when the new regu-
lations for publishing price-schedules in the iron and steel

(*) See Report on the Situation of the Communily of January 10, 1953.
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industry were put into operation; and again when new
price regulations were adopted on the coal market. In this
same fashion the High Authority is now preparing the
establishment of the common market for special steels on
May 1, 1954, and the forthcoming development of its
activities in the field of agreements and concentrations.

7. Relations between the High Authority and the
Consultative Committee attached to it have also developed
during the period under review. Already in July 1953, the
High Authority had expressed the desire for an exchange
of views with the Committee on all the various problems
which had arisen from the operation of the common
market from the time it was established. This exchange
of views was prepared in committee and finally took rlace
in September. In January 1954, similar exchanges took
place on the long-term forecasts of coal and steel demand,
on the High Authority’s general policy in these industries,
particularly as regards investments, as well as on certain
special problems arising from the application of Article 60
to the steel market. In this same spirit, the High Author-
ity requested the Consultative Committee at the end of
February to examine a series of specific questions; iron
ore supply for the Community, construction of thermal
power stations, worker’s housing, possibilities for increas-
ing the consumption of steel, ete.

8. Relations with the Special Council of Ministers
have developed in a like manner. Formal consultations are
perhaps less frequent than at the time when the introduc-
tion of the common market was being prepared, but
frequent exchanges of views have taken place at the
request of the High Authority: in October, in respect of
the first months of the common market; in December, on
the High Authority’s general policy; at the end of
February, on the coal market; at the beginning of April,
on the whole complex of transport problems.
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: It was at one of these meetings that the Ministers
representing the six governments of the member States
agreed to examine jointly with the High Authority, their
general expansion and investment policy.

9. During recent months, relations between the High
Authorlty and the Assembly of the Commumty have
developed on fruitful lines.:

Every month, each member of the Assembly
receives a monthly report of the High Authority’s activities
together with a bulletin of statistical data. Thus, during
the periods between sessions of the Assembly and com-
mittee meetings, each member can continuously follow the
overall development of the Community and the progress
of the common market.

Several committees, in particular the Committee
on the Common Market and the Committee on Investments,
Finance and Production Development, have decided to meet
at regular and frequent intervals in order to follow closely
the High Authority’s activities. Preparations for these
meetings, as also those of the other committees of the
Assembly, are usually made by way of questions sent to
the High Authority in advance, and the High Authority
providing the members of the committees with working
documents.

Finally, at the beginning of 1954, the Assembly
met for the second time in extraordinary session to
examine the overall situation of the Community -and in
particular, this year, the general investment policy of the
High Authority.

10. This development of the forms of co-operation
between the institutions of the Community was also in
evidence on the administrative and financial level.
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At the initiative of the President of the High
Authority, the Committee of Presidents of the four insti-
" tutions of the Community decided, as early as March 1953,
to transmit every six months a report on the position of
the administrative expenditure of each institution to the
Budget - and Administration Committee of the Common
Assembly. This decision is being carried out: in November
1953, the Budget and Administration Committee received
a report on the implementation of the general budget

estimates for the fiscal year 1952-53 broken down by

chapters, articles and even by individual items, and at the
beginning of April 1954, a similar report on the first six
months of the fiscal year 1953-54, i. e., the current fiscal
year., - :

This procedure which makes it easier for the
Budget and Administration Committee to carry out its
mandate, even before the Assembly receives the reports
expressly provided for by Articles 17 and 18 of the Treaty,
will be adopted also for the future.



CHAPTER TWO

" THE EXTERNAL RELATIONS OF THE COMMUNITY

11. From the very beginning, the High Authority has
been constantly concerned with finding ways and means
for attaining an increasingly better understanding and
closer co-operation with the countries which do not belong
to the Community. With this aim in view, it took the
initiative of proposing to the British Government that
negociations be opened between that Government and the
High Authority and has endeavoured to strengthen its
relations with other countries and with the various interna-~
tional organizations. 8

ASSOCIATION WITH GREAT BRITAIN

12. As early as August 11, 1952 i. e., the day after
the High Authority had entered upon its functions, the
British Government expressed its intention of establishing
the closest possible association with the Communiy. On
August 22, 1952, it- decided to accredit a delegation to the
High Authority with “the task of.laying the foundations
for an intimate and enduring association between the
Community and the United Kingdom, and of dealing on a
day-to-day basis with the many problems of common
interest which will arise as it develops”.

' Since then — in November 1952 — the High
Authority and the U. K. Delegation formed a “Joint
Committee” for the mutual exchange of information.
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Moreover, British experts have been invited to participate
in the work of several committees (technical research,
workers’ safety) with the experts from the member-
countries of the Community.

One further step had yet to be taken. At the
session of the Common Assembly in June 1953, the Presi-
dent-of the High Authority declared that since the common
market for coal and steel had become a reality, the moment
had come to make concrete proposals to the British
Government and that the High Authority would take the
initiative in making these proposals.

13. On December 24, 1953, the President of the High
Authority handed to Sir Cecil Weir, Head of the United
Kingdom Delegation to the High Authority, a 'letter
requesting him to inform his Government that the High
Authority was ready to open negotiations at once with a
view to setting up concrete forms of association between
the Community and the United Kingdom.

Shortly after receiving this letter, the British
Government announced that it was examining the propos-
als of the High Authority with great interest, but that the
complexity of the problems to be solved obviously
required careful consideration on its part before it could
give its answer. These proposals will be publicly announced
together with the British reply which the High Authority
hopes to receive in the near future.

The High Authority has already begun to
exchange views with the competent representatives of the
member-States for the purpose of drawing up the general
lines of the matters which might be dealt with in the nego-
tiations with the Government of the United Kingdom.
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RELATIONS WITH OTHER EUROPEAN COUNTRIES

14. The delegations accredited by third countries to
the High Authority have given proof of an increasing
interest in the various activities of the Community, and the
High Authority has endeavoured to make its contacts with
these delegations increasingly. effective.

After every important decision that has been
taken,:the representatives from third countries who have
a delegation at Luxembourg have always had the oppor-
tunity of being kept informed of the contents:of the-deci-
sions and of all the avaliable data relating to the problems
with which they dealt. Through such exchariges of views,
the High Authority is in a position to ascertain the reper-
cussions of its actions in the international sphere and to
keep itself informed on the interests, wishes, and at times
even the apprehensions, of the non-member countries.

Furthermore, the High Authority has had meet-
ings on. particular issues with representatives of certain
European countries which do not belong to the Community.
For instance, such meetings took place with the delegation
of the Austrian Government at the beginning of March
with a view to defining the likely effects on the Austrian
economy of the High Authority’s action in the field of
transport, and to study the problems involved by the
transit-traffic of the Community across Austria. Similar
talks — which also were very satisfactory - were recently

held with experts from the Swiss Confederation.

RELATIONS WITH THE UNITED STATES

15. In June last year, the High Authority informed
the Common Assembly of the exchange of -letters which
had taken place between the President of the United States
and the Chairmen of the Foreign Affairs Committees of
the Senate and the House of Representatives concerning
a loan by the American Government to the Community.
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Negotiations to determine the concrete ways in
which this loan shall be granted were opened at Washing-
ton at the beginning of April by Mr. Jean Monnet, Presi-
dent, and Messrs. Giacchero and Potthoff, Members of
the High Authority.

CO-OPERATION WITH INTERNATIONAL ORGANIZATIONS

16. Relations between the Community and the various
international organizations have continued to develop
favourably, in particular as regards co-operation with the
Council of Europe.

. Last June, the members of the Consultative
Assembly of the Council of Europe and the members of
the Common Assembly held a joint session at Strasbourg,
in application of the agreement reached in January 1953
between Lord Layton, Vice-President of the Consultative
Assembly, and the President of the High Authority. This
was the first time that representatives of the peoples of
the Community met with the delegates of other countries
.(the members of the Council of Europe who are not
members of the Community), with the High Authority
present, for the purpose of discussing problems of common
interest. In May 1954, following the ordinary session of
the' Common Assembly, another jcint meeting is to take
place at Strasbourg to study this Report.

Following the first joint session, a resolution of
the Consultative Assembly of the Council of Europe was
transmitted to the High Authority and debated in the
Common Assembly during its extraordinary session of
January 1954. Various questions concerning the forms and
methods of association between the two institutions tending
to an increasingly closer collaboration are presently being
studied.

At the committee level, the High Authority receiv-
ed at Luxembourg, in January 1954, the Committee on
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Economic Questions of the Council of Europe and the
Committee on Social Questions. In the course of these
meetings, the High Authority gave detailed replies to
numerous questions raised by the members of these
committees.

17. As regards relations with the Organization for
European Economic Co-operation (OEEC), the High Author-
ity’s mission to that organization has helped to maintain
regular contact. The High Authority’s observers have been
present at the meetings of the Council, the Exzcutive Com-
mittee and at those of several techrical committees. Rules
of co-operative procedure have been worked out by the
High Authority and the member States of the Community
in respect of relations with the Organization for European
Economic Co-operation: for questions concerning coal and
steel which fall exclusively under the jurisdiction of the
 High Authority; it is incumbent upon the High Authority
to present the common point of view before the committees
of that organization. '

Meetings have taken place in Paris with repre-
sentatives of the member States of the OEEC on a number
of important problems in order to decide on a common
position in regard to these problems.

A delegation of the Organization for European
Economic Co-operation, headed by the President of the
Iron and Steel Committee of that organization, paid a visit
to the High Authority in March; the ensuing exchange of
views made in possible to lay down the essential prmmples
for an effectlve collaboration.

18. Within the framework of the General Agreement
on Tariffs and Trade (GATT), the Community has
maintained its relations with the 34 signatory countries.
At its last sessions, held at Geneva in October, the

contracting parties studied the first annual report on the
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measures taken in application of the Treaty. The measures
taken by the High Authority since the preceding session
were admitted as conforming to the decision of November
10, 1952, which had granted the member States of the
Community a waiver from the most-favoured-nation clause
with a view to enabling them to fulfil their obligations
toward the Community.

, Two questions in particular engaged the special
interest of the contracting parties.

The first, concerns the negotiations provided for
by the Convention containing the Transitional Provisions
(Section 14). These negociations between the member
States of the Community and the governments of third
countries on all economic and commercial relations con-
cerning coal and steel must be conducted by the High
Authority, acting on instructions adopted unanimously by
the Council of Ministers, as joint representative of the
governments of the member-States. Besides Great Britain,
two other contracting parties to the General Agreement,
Austria and Sweden, were interested in these negotiations
in view of the establishment of the commion market for
special steels scheduled for May 1, 1954. The Council of
Ministers examined the question on Octobér 13, 1953, and
decided tc announce that the Community had confirmed
its intention of opening these negotiations with third
countries, and particularly with the United Kingdom, 2s
soon as possible so that tangible results might be obtained
by May 1, 1954.

The High Authority has gone. carefully and
thoroughly into the questions connected with the negotia-
. tions to be opened with Austria, Sweden, Denmark, Norway
and Switzeriand. At the’ beginning of December, it
requested the governments of the member States to
designate representatives empowered to establish contact
with the High Authority for the purpose of outlining a
general programme for these negotiations.
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The second question raised by the contracting
parties to GATT bears on the existence of an agreement
among the steel producers of the Community on prices
applied to eéxports to third countries. On this point, the
High Authority renewed the assurances it had already
given, namely that in accordance with the Treaty, it will
see to it that equitable limits are respected in the prices
charged on. foreign markets by producers of the Com-
munity.

19. - Closer relations have been established between the
Community and the International Labour Organization
(ILO). On August 12, 1953, an agreement was concluded
which provides for collaboration with a view to attaining
the objectives of the Treaty, i. e., economic expansion,
increased employment, a higher standard of living in
- Europe. The High Authority has already availed itself of
the technical assistance of the International Labour
Organization. - ’

‘20 Finally, contacts made with the Secretariat of the
Economic Commission for Europe of the United Nations
(ECE) have facilitated the technical co-ordination of work
of mutual interest.

21. It can thus be seen that, from every point of view,
1953 has been a year marked by a continued development
of the European Community’s external relations with the
governments of non-member States and with the various
international organizations.

29-30
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CHAPTER THREE

OPERATION AND DEVELOPMENT OF THE
COMMON MARKET

22. When the General Report on the Activities of the
Community was published last year, the common market
for coal and steel, iron ore and scrap had just been
established. The High Authority had already taken
important steps but this activity remained, so to speak,
rather formal: within the periods laid down by the Treaty,
it had, in accordance with the Treaty and the Convention
containing the Transitional Provisions, taken the decisions
incumbent upon it. '

Now that the common market is established and
functioning, the task of the High Authority has changed.
With a view to attaining the objectives laid down by the
Treaty, it must constantly supervise the operation and
development of the common market. In addition to its
legal, or more properly speaking, constitutional duties, it
now has further tasks: it must at all times take a broad
long-term view of what constitutes the common interest,
and must keep everyone — national governments, produ-
cers and workers — informed of its plans for the future.
Finally, the High Authority, by its decisions, recommen-
dations and opinions has to see that effect is given to the
measures it proposes.

In this connection, it must be clearly understood
that the creation of the common market is a continuous
process, and that no dccision of the High Authority can
be definitive — least of all during an initial transition
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period designed to ensure a smooth passage from national,
separate and protected markets to a competitive market
of 160 million consumers.

23. We shall begin by examining how the common
market has become a reality — i. e., by considering the deve-
lopment of trade and prices in each of the products subject
to the jurisdiction of the Community. A second section
will demonstrate how the first decisions taken were applied
and subsequently modified in order to come closer to the
objectives of the Community by profiting from experience.
A third section will deal with the development of competi-
tion, that is, the measures to bring about an immediate
improvement - of the conditions in which the common
market functions (“red-tape”, transport, agreements and
concentrations). Finally, a fourth section will deal with the
development of the common market, and particularly with
the efforts to formulate a common policy for expansion.
Investments and financing problems will be treated in a
separate chapter.

Section 1 — The common market as a reality
. COAL
TRADE
24. The increase in hard coal trade among the Com-

munity countries in 1953 is one of the consequences of the
establishment of the common market.

During January and February 1954 the volume
of hard coal trade was 23.3% greater than the monthly
average for the three years preceding the introduction of
the common market.

For the whole year 1953, i. e., the first year of
the common market, hard coal trade among the Commu-
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nity countries increased by about 3.5 million metric tons,
or 22%, over the previous year in spite of a decrease of
5% in consumption due to general economic conditions.

The percentage of trade in relation to jproduction

rose from 6.7 to 8.1% from one year to the next.

25.

The total increasev of hard coal deliveries from

1952 to 1953 was distributed .as follows (in metric tons):

Deliveries from

Deliveries to

Germany

Belgium . . ..

France/Saar
Netherlands

Total .

.+ 1,226,000

+ 1,277,000
. 690,000
.+ 248,000

.+ 3,441,000

Germany. . .
Belgium

France/Saar . .
Italy
Luxembourg . -.
Netherlands .

Total .

. + 476,000
.+ 489,000
+ 689,000
+ 823,000
— 36,000 -
.+ 1,000,000
.+ 3,441,000

Hard - ¢oal deliveries from

community countries to other community countries. (1)

2250 [
2000 N - A
VoA
I A A
VAN,
1750 f g Vit _
" H LN ) ‘ﬁ‘ A : ‘
y oo ' ! S [AYENIAS Establishment
\ v v » .l\q. v ‘VI of the common market
' " ') 1 for coal
1500 - HE . _
'
1950 | 1951 1952 | 1953|1954

() Includes the exchanges Belgium-Luxembourg.
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An examination of the development by countries
shows the following results:

1. Germany increased her deliveries of hard-coal to other Com-
munity countries from one year to the next by 1,226,000 metric tons, or
13.5%, with 10,285,000 tons in 1953 as against 9,059,000 tons in 1952.

. The increased German deliveries were made to the following
countries: .

taly . .. ... . ... + 394,000 metric tons, or 13.2 %
Belgium and Luxembourg . + 366,000 metric tons, or 87.2 %
Netherlands . . . . . . . + 326,000 metric tons, or 16.8 %

France and the Saar . . . + 140,000 metric tons, or 3.8 %

During the same period, Germany increased her purchases of
hard coal from other Community countries by 476,000 metric tons, or
12 9%, with 4,435,000 tons in 1953 against 3,959,000 tons in 1952.

2. Belgium raised ber deliveries by 1,277,000 metric tons, or
55.4 %, with 3,582,000 metric tons in 1953 against 2,305,000 in 1952.

The following is a breakdown of the increase of Belgian deliveries
among Community countries:

Netherlands . . . . . . . + 574,000 metric tons, or 119.4 %
France . ... .. ... -+ 486,000 metric tons, or 44.6 %
Italy . ... ... ... + 168,000 metric tons, or 25.2 %,
Germany . . . .. . .. + 88,000 metric tons, or 463 9%

During the same period Belgium raised her purchéses of hard
coal from other Community countries by 489,000 metric tons, or 100 %,
with 979,000 metric tons in 1953 against 490,000 tons in 1952,

Deliveries from Germany and the Netherlands to Belgium.in-

creased re%pectively by 342,000 metric tons (or 107.9 %) and 169,000 metric
tons (4,000 tons in 1952).

. 3. France and the Saar increased their deliveries by 690,000
metric tons, or 15.4 %, with 5,171,000 tons in 1953 against 4,481,000 in 1952.

The French-Saar deliveries were distributed as follows:

Germany . . . ... .. + 377,000 metric tons, or 9.5 %
Ttaly . . ... ... .. + 256,000 metric tons, or 120.2 %,
Netherlands . . . . . . . 4 103,000 metric tons, 4,000 tons

in 1952
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During the same period, France and the Saar increased their
hard coal fg)urchases from other countries by 689,000 metric tons, or 14.4 %,
with 5,486,000 tons in 1953 against 4,797,000 in 1952.

It is principally the deliveries from Belgium and Germany tc
France and the Saar which have increased, by 486,000 metric tons (or
44.6 %) and 140,000 tons (or 3.8 %) respectively.

4. The Netherlands delivered 252,000 metric tons to other
Community countries in 1953, of which 173,000 metric tons went to Belgium
as against only 4,000 tons in 1952.

During the same period, the Netherlands increased their pur-
chases of hard-coal from other Community countries by 1,000,000 metric
tonsé 5021' 41.3 %, with 3,422,000 metric tons in 1953 against 2,422,000 tons
in 1952.

It is principally the deliveries from Belgium and Germany to the
Netherlands which have increased by 574,000 metric tons (or 119.4 %),
and 326,000 metric tons (or 16.8 %), respectively.

5. Finally, Italy received 823,000 metric tons more hard coal in
1952 from other Community countries, or 21.2 %, with 4,697,000 metric
tons as against 3,874,000 in 1952.

The increased deliveries to Italy came principally from Germany
(+ 394,000 metric tons, or 13.2 %), France and the Saar (256,000 metric
tons, or 120.2 %) and Belgium (+ 168,000 metric tons, or 25.2 %,).

6. Only Luzembourg, which does not produce coal, reduced its
purchases from other Community countries.

26. This stepped-up trade has generally allowed pro-
ducing countries to limit the accumulation of pit-head
stocks and to maintain a relatively high level of production
and employment despite a falling-of in demand which
has varied in intensity in the different countries.

Belgium thus increased its deliveries to other
Community countries, as has been shown above, by
1,277,000 metric tons (a tonnage about equal to that on
which additional compensation was paid under the Belgian
compensation scheme), while deliveries from other coun-
tries to Belgium went up by only 489,000 metric tons.
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27. Finally, this intensified trade within the common
market has helped to limit those imports of hard coal
which, because they had to be paid for in scarce currencies,
had weighed heavily on the trade balances of the Commu-
nity countries. From 1952 to 1953 the volume of imports
from the United States dropped by 60%, whereas imports
from the United Kingdom rose by rather more than 40%.

PRICES (%

28. Before the common market was established, coal
prices were fixed by the governments in accordance with
widely differing standards. Since there was still some diffi-
culty in obtaining supplies of certain types of coal and
because the delivered price of imported American coal
remained higher than that of coals produced by the Com-
munity, an appreciable increase in prices could justifiably
be feared. In order to counteract this danger, the High
Authority decreed maximum prices at levels, which, in
general, differed very little from those of the prices in force
immediately before the common market was set up. The
scope of price movements was thus limited.

29. In Germany, where there was one system of prices
for the home-market and another — at a higher level —
for exports, the Federal Government decided upon an
increase in the home prices a few weeks before the common
market was established. The effect of this increase, as
well as that of the partial abolition of certain special prices
hitherto granted to several categories of consumers, was
kept within reasonable limits so far as it affected
domestic households.

() The information given here relates solely to price trends during those months
of 1953 and early 1954 which followed the establishment of the common market.
The new decisions of the High Authority, which comprise the reduction of cer-
tain maximum prices and the introduction of price freedom in a number of
coal fields, became effective as from April 1, 1954, They are still too recent for
all their effects to be analyzed (see below, Nos. 49-60).
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All consumers of German coal, both at home and
abroad, have to pay the compensation levy (Section 25 of
the Convention) of an average of O 65 DM per ton (coal
and coke).

30. In France, the price-schedules of the Nord-Pas de
Calais and Lorraine coal-fields, as well as those in force
in the Saar, showed average increase of 127.50, 44 and 28
French francs respectively, including the Ievy raised by
the Community.

On the basis of tonnages marketed in France, in
1952, by these various coal-fields, this was equivalent to
an average increase of 90 to 95 francs per metric ton.
The variations in the tonnages sold in 1953 are not-likely
to have altered this figure very much. Elsewhere,
however, the abolition of dual prices has resulted in a
reduction in the price of coals coming from other countries
of the Community, with the exception of most graded
athracites from the Ruhr and Aix-la-Chapelle coal-fields.

For example, in the case of coking fines and coke
intended for the iron and steel industry, the delivered
prices at the frontier have been considérably reduced. In
the second quarter of 1953, this reduction, compared with
the situation prior to the establishment of the common
market, was as follows:

247 francs per metric ton for 780,000 tons of
coking fine_s,

380 francs per metric ton for 990,000 tons of
coke, :

or 321 francs per metric ton average for
1,770,000 tons of coal.
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These figures should be compared to the varia-
tions affecting some 400,000 metric tons of graded anthra-
cite, which range from — 121 to 4+ 620 francs per ton,
according to grades, origin and transports routes followed,
and to variations ranging from — 1,374 to 233 francs on
anthracite fines routed by sea.

The increases introduced in certain qualities have
been largely offset by reductions in the prices of coking
fines and coke.

Incidentally, it is not the French consumers wko
have. benefited by the overall reduction in imported coal
prices. Temporarlly authorized subsidies and compensa-
tions have resulted in the French Treasury’s receiving the
benefit of the reduction. Thus, subsidies on cokes fell from
683 to 230 francs per metric ton between the first and
fourth quarters of 1953, whereas the price of coke to the
steel industry increased by 37-38 francs.

At the same time, the gross receipts of the hard
coal mines increased: for the Nord-Pas de Calais by 127.50
francs per metric ton, of which 40 to 45 francs represented
the levy; for Lorraine, the amount was about equivalent
to that of the levy; for the Saar it was slightly less.
However, in regard to these two last named coal-fields,
there has been an increase in the selling price in Germany,
which enabled the rebates. hitherto granted to be reduced:
the saving represents about 100 million franes per annum
to the coal-fields and 1,000 million francs to the Treasury.

31. In Belgium, the compensation (!) has had the
effect of lowering prices by an average of 29 Belgian

(') See below. No. 63.
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francs per ton sold. Prices for internal consumptlon show
approx1mately the same reduction. : '

" The following table shows a few examples of
reductions in coal prices, ranging from 3 to 9% for certain
large Belgian consumers (in Belgian francs):

Average price per ton Difference
Mar. 15 to
Year 1952 Oct. 31, 1953
Railways . . . . . . . .. 781.92 757.10 —24.82
Coking plants and gas-works 852.87 824.96 —2719
Electric Power stations . . . 585.61 551.43 —34.18
Cement works . . . . . . . 551.11 501.84 —49.27

The average profit margin of the Beigian coé.l
mines has, on the whole, neither risen nor fallen, since the
object of the compensation was to keep up receipts.

32. . In the Netherlands, prices on the home-market are
delivered prices. A compariscn has, therefore, been drawn
between the old delivered prices and the new prices of
Netherlands coal delivered for home consumption, plus the
average cost of transport in the second quarter of 1953.
The increase is general, but is not very large.

The Netherlands, however, receive an appreciable
amount of coking fines from Germany (20% of their
requirements) and of Belgian coal (6 to 7%). The Nether-
lands economy as a whole — if not the consumer — has
benefited by the reduction in German and Belgian coal
prices: the burden represented by the compensation levy
on coals from other countries in the Community has been
reduced from 8.8 million guilders (for 1 million tons) to
5.8  million guilders (for the same quantity) from the
second to the third quarter of 1953.
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Consumers of Netherlands coal, for their part,
contributed to the compensation levy designed to help
Belgian and Italian coal to an average extent of 0.50
guilders per ton (coal and coke), a charge which is in-
cluded in the price schedules.

33. All the above summaries of price trends will form
the .subject of fresh studies during 1954, account being
taken of the expected effect of the High Authority’s new
decisions.

STEEL
TRADE

34. ' The common market for steel was set up on May 1,
1953. It was not until September, however, that trade
between the countries of the Community began to develop.
The reasons for this lay partly in the normal time-lag
between the placing of orders and the carrying out of
deliveries, and partly also in the inevitable hesitation which
characterizes a period of adjustment,

It would, therefore, have been pointless to com-
pare 1953 as a whole with 1952 as a whole. It was consid-
ered preferable to draw comparisons between the monthly
averages for the first six months of 1953, for the third
quarter and the last quarter.

During these periods, the monthly volume of
deliveries of iron and steel products from countries in the
Community to other countries in the Community grew from
194,300 metric tons (first half year) to 170,100 tons (third
quarter) and 240,500 tons (fourth quarter). (1)

The increase in trade between the average for the
first six months and the average for the last quarter is 23.7%.

() All the statistical data which follow have been compiled from national export
statistics; the breakdown of trade by countries of destination or origin has been
estirrl;ated on the basis of item 681 of the Standard International Trade Classi-
fication.
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35. Developments in the movements of iron and steel
products (pig-iron, crude steel and rolled products) are
given in the following tables, broken down by supplying
countries and countries of destination:

TABLE Ne 1

Deliveries of iron and steel products
by countries of the Community

(monthly average in melric tons)

January- © o July- October-
June - September ‘December
1953 1953 1953
Germany . . . . . ... 29,300 46,250 60,670
Belgium and Luxembourg . 68,600 56,990 - 82,370
France and Saar . . . . . 88,330 - 56,830 83,740
Italy . .. ....... 170 240 500
Netherlands . . . . . . . 7,870 9,790 13,230
Total . . . 194,270 . 170,100 240,510

TABLE N° 2

Deliveries of iron and steel producis
to countries of the Community

(monthly average in metn"c tons)

January- July- * 'October-
June September December
1953 - 1953 i 1953
Germany . . . . .. . . 81,850 ’ 44,930 73,160
Belgium and Luxembourg . 27,410 28,670 © 22,630
France and Saar . . ., . . 1,130 10,490 16,680
Ttaly . . . . . ... .. 28,520 27,650 49,150
Netherlands . . . . . . . 55,360 58,360 78,890

Total . . . 194,270 . 170,100 240,510
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Deliveries of iron and steel products from
community countries to other community countries: (1)

325 /
300 1 /
\‘ ,, d \I /
275 LSS /
2 5 0 ‘\.' e ‘.‘ . :

Establishment

of the common market "_‘\ /
n25 4 for_steel ? -

1 A i A I 1 X

1953 |

1954

. Consideration of the development in each cOuntry,,

from the first half year to the last quarter of 1953, leads
to the following conclusions:

1. Germany has more than doubled its monthly deliveries (in
particular to the Netherlands, Italy and France), with 60,700 metric tons
1n the last quarter-against 29,300 in the first six months.

During the same period, German consumers slightly reduced
their purchases from producers in other countries of the Community
(73,20(? metric tons agatnst 81,850), but it can be seen that the volume of
German purchases each month remains appreciably higher than that of
German deliveries to other countries of the Community, and has been in-
creasing from month to month since September.

- 2. Belgium and Luzembourg increased their average monthl
deliveries (in particular to France, the Netherlands, ltaly and Germany

by. 12,800 metric tons, or 20 %, with 82,400 tons in the last quarter against
68,600 for the first six months of 1953.

o During the same period, Belgo-Luxembourg consumers, no
doubt because of the falling-off in home demand, réduced their purchases
from other countries of the Community (22,600 metric tons against 27,400).

Here again, an increase is noted in such purchases during the latter months
of 1953. ) :

, : 3. France and the Saagr, from which deliveries had been fairiy
heavy during the first six months (88,300 metric tons per month) showed

() Includes the exchanges France-Saar.



SECOND GENERAL REPORT - APRIL 1954 53

U a decliﬁelduri'ng the third quarter (56,800 tons); but the level rose again in the
. last quarter (82,700 tons); the increase relates mainly to sales to Italy.

During the same period, the French consumers, who before the
establishment of thé common market were buying only very small quan-
tities abroad, increased their purchases from -the other countries of ‘the
Community to 16,700 tons in the last quarter against only 1,130 metric
tons in the-first six months of 1953. . :

4. Ttalian deliveries to other countries of the Community are
very small, but purchases by Italian consumers from other countries in the
Community (in particular from France-Saar, Germany, Belgium and Luxem-
bourg) show an increase of 72 %, with 49,150 metric tons in the last quarter
of 1953 against 28,500 tons for the first six months, )

5.The Netherlands increased their monthly average deliveries (in
particular to Germany and Italy) by 5400 metric tons, or nearly 70 %,
wfith 13,200 tons in the last quarter against 7,800 for the first six months
of 1953. :

During the same period, Dutch consumers increased their
purchases ‘from producers in other countries of the Community by 23,500
metric tons, or about 40 %, with a monthly average of 78,900 tons in the
last quarter against 55,400 for the first six months of 1953. : .

36. This increased interpenetration of the markets 'is
also reflected in the trend of new orders received by the
.iron and steel works of the Community for rolled products.
Normally such developments precede the execution of
deliveries by several months. '

By relating the volume of orders emanating from
some country of the Community other than that of the pro-
ducer to the total orders from the Communiy as a whole,
a ratio- is obtained which represents a “rate of market
interpenetration”. The latter has increased appreciably: it
was 14% in September and October, 17.5% from
November 1953 to March 1954, For the years 1950 to 1952,
percentages caleulated on the basis of deliveries from the
works did not exceed 9 to 11%. ’ e
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s TABLE N° 3

Ihoraase in market interper'letration

(in 1,000 of metric tons)

Orders orlglnatmg w1th

' Consumers : ;\ rate of
Consumers - situated in some market
situated inone - country of the K inter-
- of the countries Community other ! penetra-
of the than that of the . tion
Community _ producing works
1953 :
. September. -.. - 1,633- . . 228 14.0 %
October . . . _ 4,864 269 14.4 9%,
November. . 1,721 ' 305 17.7 %
December . . 1,743 : 307 "17.6 %
1954
January. . . 2,156 547.5
February .. . 1, 663 } 1 935(1) 247.0 ; 337.2(%) 17.4 %Y
- March (’ 1 98 o 247.0 '
Q) Average for. thc three months. -
(') Provisional figures.
37. This augmented trade has had no harmful effect

upon imports of iron and steel products from countries not
belonging to the Community. - Such imports remained
almost constant during both periods (76,600 from January
to September and 77,000 tons from October to December).
A country such as Italy, to which the other countries of the
Community stepped up their deliveries of iron and steel
products by more than three quarters, mcreased her im-
ports from outside countries by a third.

38. Competition between producers has meant that
the latter, faced with some fallmg -off in the demand for
steel, as a result of general economic conditions, were led
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to seek markets in those areas of the common market where
demand was relatively stronger, for instance in Germany,
the Netherlands and Italy.

If there were no common market, in a similar
economic situation, producers who desired to keep up their
production and employment levels by selling outside their
national frontiers, would fall foul of the protectionist
systems set up by other countries. In countries suffering
from a relatively more pronounced economic recession, pro-
ducers would have made their situation still worse by
effecting reductions in their steel production, perhaps on a
large scale. In countries where expansion was in progress
and in those where recession had reached only small pro-
portions, consumers would not have been able to benefit by
the price reductions which competition has produced for
them.

39. Competition has had one further effect: it has
helped producers to take a different view of their own
situation and of their future within the common market.
Some of them have thus been induced to carry out certain
structural alterations to their undertakings (e. g., speciali-
zation and the abandonment of out-of-date manufactures),
which had for a long time been frequently advocated by
national experts and governments, but which had been put
off until the time when competition became a reality.

PRICES

40. As is well known, the establishment of the com-
mon market for steel, on May 1, 1953, put an end to the
price-fixing systems previously in existence. In some
countries of the Community, it was the first time for very
many years that producers were free to fix their own prices
in accordance with market indications, subject, of course,
to the rules laid down in the Treaty.
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After a period during which producers tried to
keep price schedules at a level inconsistant with the move-
ments of demand — a level from which the prices actually
charged deviated in differing degrees — the schedules
themselves had to be adjusted (1).

_ The new schedules which became effective as from
February 1954, show reductions of up to 12% in relation:
to the earlier schedules.

Over and above these reductions, most producers
immediately granted to their customers, for almost all
products, the benefit of the margin of 2.5% which they are
henceforth authorized to allow without being obliged to
publish new schedules.

Under these conditions, prices at present in force
in the Community are generally lower than the prices which
were in force before the common market was set up.

41. On the export markets, the prices charged by
_ producers in the Community have also fallen during the
last ten months.

In the United Kingdom, the difference between
home and export prices has grown continually smaller.
Export prices are all the time being lowered, while home
prices are tending to rise under the influence of increased
wages and transport costs.

42, A comparison between the internal prices of the
Community, the United Kingdom and the United States
shows that the lowest prices charged by producers in the
Community are, in the case of many products (billqts,

(%) See below, Nes 74 - 78 for reference to decisions taken by the High Authority
at the beginning of January 1954.
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sheet-bars, wire rods), lower than those of British
producers, while in the case of other products, they are
slightly higher; they are still lower than those of American
producers, except for strip and sheets.

TABLE Ne¢ 4
Comparison of internal steel prices ()

(in Dollars per melric ton)

Community(®) United Kingdom  United States

(Basic Open-hearth Open-
Bessemer steel hearth
steel - steel
Billets. . . . . . .. 64 67.85 68.35
Sheet-bars . . . . . . 66.35 67.70 68.35
Merchant bars . . . . 85 75.15—86.10 . 91.50
Sections . . . . . . . 84.70 75.75 : 90.40 | -
Wirerods . . . . . . 83 85.05 99.75
Strip . .. ... L. 96.35 89.10 . 86.55 -
Plates . . . . . . .. 94.75 80.80 90.40
Medium sheets . . . . 97 90.40 90.40
Thin sheets . . . . . 113.80 111.10 86.55

(1) Prices ex-works or basing point at the end of March 1954, As will be seen, the
comparaison is between basic Bessemer steel and open-hearth steel; this is a
justifiable comparison, since apart from ship-building plates and a few special
products, consumers in the Community use basic Bessemer steel instead of
open-hearth steel. .

(®) Lowest prices. : ’

43. It is less easy to make comparisons in regard to
export prices, in view of the differences from one trans-
action to another. The prices given below should probably
be considered as maximum prices. They show that the
exporters of the Community are generally in a position to
meet British competition, except as regards thin sheets.
Despite recent reductions, of which details are not yet
available, the prices charged by American exporters would
seem to be still somewhat higher (except as regards thin
sheets) than those of producers in the Community.
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TABLE N° §
Comparison of sieel export prices (*)

(in Dollars per melric lon)

Communily (*) United - United

(Basic Kingdom (®) States (%)

Bessemer (open-bearth (open-
steel) steel) hearth steel)

Billets . . . . . . . . ' 66 — 79.35
Sheet-bars . . . . . . 69.50 — 79.35
Merchant bars . . . . 82 87.50—88.25 105.15
Sections . . . . . . . 82 M 103.60
Wirerods . . . . . . ' 84 — 110.90
Strip . ... ... 95 — 100.30
Plates . . . . . . .. 98 104.70 103.60
Medium sheets . . . .- 98 121.25 103.60
Thin sheets . .. . . =~ "131.30 o128 . 121.90

() Prices FOB North Sea port.

(*) Prices fixed by agreement between producers and given here by way of indi-
cation; the real prices, as is well known, are lower by varying amounts.

(®) British producers are authorized to lower their export prices to the level of the
home prices.

(*) Prices in force at the end of 1953; since reduced by from 1 to 10 9%,

In order to compare these export prices with the
home prices of the corresponding countries, it must be
observed that we are dealing here with FOB-prices, which
therefore include to a greater or lesser degree the cost of
transport. '

IRON ORE
TRADE

44, Before the common market was set up, French
iron ore, the production of which represents more than
two-thirds of the total iron ore production of the countries
of the Community, was suject to quantitative restrictions
on exports. These were abolished on February 10, 1953 and
there was an immediate increase in deliveries to other
countries of the Community, particularly Belgium and
Luxembourg.
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Over the whole of 1953, French iron ore mines
delivered to Belgium and Luxembourg over 9 million metric
tons of iron ore, or 10% more than in 1952

This increase in deliveries enabled the French
mines to increase their production by 4.1%, despite reduced
consumption in the French iron and steel works, due to
developments in pig-iron production. At the same time,
the Belgian iron and steel industry, as a result of the improv-
ed supply of iron ore, was able to limit its scrap con-
sumption. ‘ ‘

PRICES

45. The establishment of the common market for iron
ore not only did away with the quantitative restrictions
previously in force, but also resulted in eliminating dual
prices. Whatever the destination of the iron ore, purché,s-
ers henceforth pay the same price ex-mine. In addition,
the High Authority decided that the prices of iron ore
should be free. The new schedules published by the F_rencih
mines in Lorraine fixed the price at about 1,240 French
francs per metric ton, which is slightly below the level of
the former export price (1,325 franes) and higher than the
former internal price (854 francs). Since the beginning of
1954, the general trend of the market, and in particular the
price reductions obtained for purchases of Swedish ore,
have had the effect of lowering the price of Lorraine ore
by about 10%. '

In the last analysis, non-French iron and steel
enterprises, which buy their iron ore in the common market,
at present benefit by a price ex-mine reduced by 14% in rela-
tion to the earlier figure; to this price reduction must be added
the fact that all Belgian iron and steel enterprises enjoy an
average saving of 159, on transport charges, because French
iron ore dispatched to other countries in the Community
is henceforth subject, in France, to the same transport
rates as iron ore delivered to French works.
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SCRAP
TRADE

46. Before the common market was established, deli-
veries of scrap to other countries were prohibited or con-
trolled in all the member-States of the Community. After
a brief period of adjustment, the free movement of scrap
within the market was put into effect on March 15, 1953,
at the same time as maximum prices were fixed and a com-
pensation scheme organized for tonnages imported from
third countries.

‘Purchases of scrap by consumer countries from
other countries of the Community rose sharply as soon as
the common market was opened. The figures were 36,000
tons par month in 1952, 39,300 tons per month for the first
quarter of 1953, 60,000 tons for the second and third quar-
ters, and nearly 160,000 tons for the last quarter.

‘Between the first and the fourth quarter, the per-
centage of scrap consumed in some country of the Com-
munity other than that in which it was collected rose, in
relation to total scrap consumption, from 2.4 to 10%.

The main increase in purchases from other coun-
tries of the Community, in particular from Germany and
France, was made by Italy, more than three quarters of
whose iron and steel production is based on scrap. For this
reason, the Italian iron and steel works were able to limit
their scrap imports from third countries,

PRICES

47. As a precautionary measure, and in view of the
difficult situation still prevailing  in regard to scrap
supplies in the Community, the High Authority, on setting
up the common market, fixed maximum prices for scrap.
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For basic scrap, and within the area bordering on large
consumer centres, the price was fixed at 36 dollars (E.P.U.
units of account) per ton ex-dealer’s yard (including mar-
gin). This figure represented an average between the price
extremes formerly applicable within the Community.

Experience has shown that this price was judi-
ciously chosen. After a little wavering, the common market
adjusted itself to this figure, and the downward trend anti-
cipated by the High Authority soon became apparent. In
mid-June, the common market was able to absorb, without
difficulty, the reduction of three dollars announced by the
High Authority at the time when the maximum prices
were fixed. On January 15, 1954, the prevailing economic
situation enabled the High Authority to make a further
reduction of three dollars in the maximum price, which
thus became fixed at 30 dollars. Finally, during the month
of March, the High Authority, after reconsidering the mar-
ket situation as a whole, decided to abolish the system of
maximum prices, whilst malntammg — and even strength-
ening — the compensation scheme for imported scrap,
since this remains an essential factor in maintaining the
stability of the common market. (1) 4

Section 2 — Application of first decisions and
modifications suggested by experience

48. When setting up the common market, the High
Authority expressly stated that it would keep constant
watch on the development of the market and would modify
its first decisions in the light of experience, in order to come.
closer to the objectives of the Community.

In recent months some modifications have in fact
been made to the initial decisions on coal, steel and scrap.

() See below, N°® 79 to 86.
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COAL
NEW PRICE REGULATIONS

49. At the time when the common market for coal
was established, the High Authority laid down the price
system which would be effective up to March 31, 1954. In
doing so, it decided that in the principal coal-fields of the
Community the following rules would apply:

— for each type of coal there would be an upper
limit, representing the weighted average of the
prices of the various grades;

— for each type of coal, there would be a ceiling
price above which no grade could be sold;

— for certain grades, in particular coking fines
and blast furnace coke, ceiling prices would
be fixed.

At the same time, the High Authority had under-
taken to abolish on the opening of the common market, all
discriminations resulting from various measures previously
decreed by the national governments, such as subsidies or
other special charges. It nevertheless agreed that, for the
time being, some of these should be wholly or partially
retained, where their immediate abolition appeared incom-
patible with legitimate considerations of a social or
economic character.

'50. The High Authority was called upon to state its
opinion on the coal market regulations which would come
into force on April 1, 1954. From the beginning of the
year, discussions took place with representatives of the
governments and the various coal-fields concerned with a
view to ascertaining their views on the possibility of abo-
lishing such subsidies and special charges as had been pro-
visionally retained. Their views were also sought on the



SECOND GENERAL REPORT - APRIL 1954 73

expediency of extending, modifying or suppressing the
system of maximum prices which had been in force durmg
the previous coal year.

Decisions concerning the price system

51. The question of the expediency of retaining a
system of maximum prices for coal, and of determining -
what price level, if any, should be laid down by such a
system, was closely studied by the Consultative Committee
and the Council of Ministers.

52. In reply to questions asked by the High Authority,
the Consultative Committee, at its plenary meeting on
March 11 and 12, 1954,expressed the opinion that the mar-
ket situation did not justify the maintenance of a system
of maximum prices. Some members, however, thought that
it was necessary, others that it was permissible, to retain
this system for a fresh period of limited duration, so as to
take account of the following factors: :

— the pattern of competition on the common
market, in particular the existence of common
selling and purchasing organizations.

—- the problem of balanced employment,

— uncertainty concerning future market develop-
ments, on account of exports to and imports
from third countries,

— the need to maintain production capacity even
In periods of recession,

— the difficulties experienced by the marginal
collieries. :

- In the Council of Ministers, which first held an
exchange of views with the High Authority on February
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27, 1954 and was formally consulted on March 12 and 13,
the Ministers of two coal producing countries and of one
consumer country expressed themselves in favour of retain-
ing a maximum price system, while the Ministers of the
other three countries spoke in favour of freeing coal prices.

53. * Although the development of the market has been
such that maximum prices need no longer be fixed, the
present structure of the common market, in the absence of
any maximum prices laid down by the High Authority,
would have led to the position that coal prices would in fact
have been determined by the Ruhr Sales Organization and
the collieries of the Nord and Pas-de-Calais coal-field.

The present selling system in the Ruhr precludes
any form of effective competition between the enterprises
or agencies of that coal-field, the organization of which, in
view of the nature and volume of its production, has a pre-
dominant influence on the common market as a whole. On
the other hand, the present methods of distributing coal
through trade between the countries of the Community,
together with the tariff regulations still applicable to inter-
national transport, are a limiting factor on effective compe-
tition in the French market, where the influence of the
Nord and Pas-de-Calais is preponderant.

This situation might well have produced effects
on prices, production, or the employment of workers, which
would have been contrary to the aims of the Treaty.

On the basis of these enquiries, exchanges of
views and consultations, the High Authority, after consid-
ering the various possibilities open and taking account of
the development of the common market and of the special
problems of the moment, decided to maintain a system of
maximum prices, but to limit it to the coal-fields of the
Ruhr and the Nord-Pas-de-Calais. (1)

(1) Decision N° 18/54 of March 20, 1954. Official Gazelte of the Community, dated
March 24; 1954.
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However, even as regards these two districts, for
which prices continue to be controlled, the High Authority
has made some provisions for relaxing this control to the
extent that the maximum prices will henceforth no longer
. apply to the average prices of the grades of the various
types of coal (average maximum prices).

54. As regards the price level to serve as a basis for
decisions on maximum prices, the High Authority has paid
due regard to all important factors bearing upon the appli-
cation of Article 3 of the Treaty. In this connection it has
taken account, in particular, of the abolition, with effect
from April 1, of the special charges which had hitherto to
be borne by the Ruhr collieries.

Bearing in mind the interests of producers on the
one hand, and of various groups of consumers on the other,
it is the considered view of the High Authority that a
reduction in the price of Ruhr coal, and the maintenance of
the price level for coal from the Nord and the Pas-de-Calais
coal-field, would best reflect the present market situa-
tion (1).

Types of price quotation and zonal prices

55. In the coal sector the alignment of prices with
those of other enterprises also belonging to the Community
was prohibited for a limited period ending on March 31,
1954. The Consultative Committee has agreed that this pro-
hibition should be prolonged. It is clear that during the
period when the common market was being established,
disturbances might well have been caused in the production
conditions of undertakings as well as in the flow of trans-
port, if competition were not founded upon precisely
defined price basing points.

(*) Decision N° 19/54 of March 20, 1954. Official Gazette of the Community, dated
March 24, 1954.
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The High Authority decided to extend indefinitely
its earlier decision on this point (). The new decision, like
its predecessor, stipulates that — apart from a limited
number of specifically listed cases in which zonal prices
have been authorized, and apart from the possibility of
alignment with quotations from enterprises outside the
Community, as provided for in Article 60 — coal-mining
enterprises must exclusively apply their own price-sched-
ules to sales within the common market.

The special provisions applicable to sales of Bel-
gian coal to customers in cther countries of the Commu-
nity (2) are not affected by this decision.

586. The zonal price regulations previously decided by
the High Authority have been kept in force for a further
period of 12 months. In some cases they were subject to
modifications in the light of changes in the price system,
viz.: in respect of sales in Germany from the Aix-la-
Chapelle (Aachen) coal-field, and sales from Lorraine and
the Saar mines in South Germany, on the one hand, and
certain areas in France on the other; they also affect sales
of coke from Belgian coking plants (3).

New zonal prices have also been introduced for a
period of one year in order to take into account the devel-
opment of the common market. They apply to certain mar-
kets served by the Lower Saxony coal-field and the Helm-
stadt lignite mines (4).

The question whether the above-mentioned zonal
price regulations should be maintained or introduced was
in each case subject to a determining factor. This was the
consideration that, since in coal-gelling transactions align-

(*) Decision N° 6/54 of Muarch 19, 1954 cxtending the validity of Decision N° 3/53

of February 12, 1953. Official Gazelle of the Comumnnity, dated March 24, 1954,
(*) Sce below, N» 71. .
(®) See General Report of April 19563, N» 66, and Decisions N« 9/54 to 14/54 of

March 19, 1954, Official Gazelte of the Community, dated March 24, 1954.

(*) Decisions Nos 7/54 and 8/54 of March 1%, 1954, Official Gazelle of the Communily,
dated March 24, 1954.
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ment with the delivered prices of a competitor was forbid-
den, the absence of any such regulation would either have
caused a hurried shift of production, fraught with danger
to the coal-field in question, or would have imposed on cer-
tain classes of consumers price increases the magnitude
and suddenness of which would have had harmful effects.

Arrangements in the various countries

57. The Convention containing the Transitional Provi-
sions permits the High Authority to agree to the temporary
retention of assistance, subsidies or special charges already
introduced by the governments before the common market
was set up. Anxious not to cause any disturbance in the
economic and social life of member-countries, the High
Authority, on establishing the common market, made a
cautious beginning with the abolition of such practices.
After the common market had been functioning for a year,
it took the second step by deciding upon the suppression of
a further series.

58. In Germany, the items affected were certain special
charges imposed by the Federal Government on the Ger-
man collieries, in favour of certain classes of consumers,
such as the Federal and non-Federal Railways, inland water
transport, deep sea fishery, and domestic households.

After numerous talks with representatives of the
Federal Government and the coilieries the High Authority
considered that, in view of the provisions of the Treaty
which envisage the quickest possible abolition of existing
special charges, unless their maintenance is justified by
urgent economic and social considerations, price and supply
conditions on the common market had developed in such
a manner that the whole of these charges could be sup-
pressed with effect from April 1, 1954 (1).

1) Decision N° 17/54 of March 20, 1954 and letter from the High Authority to the
Federal Government, dated M: areh 17, 1954. Official {m"('lle of the (ommumlu
daled Muarch 24, 1954,
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As regards the special charge in favour of house-
hold consumers, the High Authority had been informed
that, with the approval of the Federal Government, an
agreement had been concluded between the collieries and
the Trade Unions. By virtue of this agreement, price
reductions for domestic consumers are to be generally
abolished, but at the same time a special fund will be
instituded to provide assistance to a small number of con-
sumers in the lowest income-groups. The High Authority
expressed its agreement with this arrangement, the effect
of which is to eliminate a situation which runs counter to
the principles of the Treaty; it is for this reason, when
making its decision, the Authority formally insisted upon
the abolition of this special charge.

59. In France, at the time when the High Authority
took its decisions on the new regulations governing coal
prices, a number of prior conditions still required definition
before it wag possible finally to ascertain to what extent
subsidies paid by the French Government, as well as the
compensation scheme in operation between the French
coal-fields, should be maintained or not. In particular, the
final prices of Ruhr coal were not yet known at that time.
It is these prices which are the determining factor in sub-
sidies on coking coal and coke delivered to France, and
which also determine subsidies on deliveries of French and
Saar coal to Southern Germany. Moreover, account had to
be taken of the fact that the commeon selling and purchas-
ing organizations still in existence in the countries of the
Community are at present being investigated, in order to
ascertain to what extent they result in restricting or
distorting competition on the common market.

Being of the opinion that the considerations which
in March 1953 led to the decisions on this subject (1) still
hold good, at any rate for the time being, the High Author-
ity authorized the maintenance of the following subsidies

(*) See General Report of April 1953, No# 68 - 73.
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and other measures, in each case for the period stated, on
the understanding that up to various specified dates the
High Authority reserves the right to re-examine the whole
guestion (1):

— Subsidy for deliveries of coal to patent fuel
factrories not belonging to the mines, up to
March 31, 1954, in accordance with Decision
No. 16/54 of March 20, 1954, which entails an
appreciable reduction in subsidies;

— Subsidy on coking coal and coke delivered to
France, up to June 30, 1954;

— Subsidy on deliveries of Saar/Lorraine coal to
Southern Germany, up to September 30, 1954;

— Compensation scheme between the coal-fields,
up to March 31, 1955.

60, In the Netherlands, the High Authority had last
year, authorized the maintenance of a compensation
scheme the object of which was to ensure that consumers
pay one and the same price for each grade, irrespective of
origin or destination. With effect from March 31, 1954,
the Government of the Netherlands, on its own initiative,
abolished this compensation scheme insofar as it applies
to coal for industrial purposes.

As regards household coal however, the Nether-
lands’ Government requested,  that the compensation
scheme should be provisionally retained. The High Author-
ity agreed, on certain conditions, and simultaneously
informed the Netherlands’ Government that it felt obliged
to examine the question before September 30, 1954, since
this compensation scheme is incompatible with the princi-
ples of the common market. In reply, the Netherlands’

(*) Letter from the High Authority to the French Government, dated March 20
1954. Official Gazette of the Community, dated March 24, 1954.
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Go\zermhent stated that it would make every effort to
apply the decision as little as possible (1).

BELGIAN AND ITALIAN COAL MINES

61. The Convention containing the Transitional Pro-
visions, it will be recalled, (2) envisaged special provisions
for the Belgian and Italian coal-mining industries, in par-
- ticular the introduction of a compensation scheme. The
latter comprises a levy on the coal production of countries
where the average costs of production are lower than the
weighted average of the Community, and provides for
payments the object of which is:

— in the case of Belgium:

— to bring the price of Belgian coal to all con-
sumers in the common market as close as
possible to prices in the common market
generally, so as to reduce Belgian prices to a
level near that of the estimated costs of pro-
duction at the end of the transition period
(Section 26, number 2a);

— to grant additional compensation for such
exports of Belgian coal within the common
market as the High Authority may find to be
necessary; such compensation shall correspond
to 80% of the difference between the delivered
price (F. O. B. plus transport) of Belgian coal
and the delivered price of coal from the other
countries of the Community. (Section 26,
number 2c¢) (3);

(") Decision N° 23 /54 of March 29, 1954, and letter from the High Authority to the
Government of the Netherlands, dated Marech 29, 1954, Official Gazelle of the
Community, dated March 31, 1954, :

(*) See General Report, April 1953, N°# 79 and 80.

(*) The Convention also makes provision for compensation payments to lower the
price of Belgian coal delivered to the Belgian iron and steel industry, so as to
ensure that the latter is not prevented from becoming integrated in the common
market. It has not been necessary to apply this provision.
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.~—"in the case of Italy

— to enable the Sulcis mines, pending completlon
of the .investment operations now under way,
to face competition within the common market.

62. The compensation levy bears upon the production
of the German and Dutch mines. — Its rate was fixed on
March 8, 1953 at 1.1% or 0.55 DM and 0.42 guilders per ton
of merchantable production, respectively. This rate leaves
a margin between the possible maximum of the levy
(which will be reduced from 1.5% of the receipts for the
first year of operation of the common maket to 1.2% for
the second year, etc...) and the actual levy, so that it was
possible for the work of assessment, started on March 5,
1953, to be continued in the same manner after February
10, 1954.

The product of the compensation levy was
$ 14.2 million (E.P.U. units of account) for the period from
March 15, 1953 to March 31, 1954, of which $§ 13 million
were collected in Germany and $ 1.2 million in the
Netherlands.

For the same period, payments due from the High
Authority amounted to $ 10.9 mllhon for Belgian and
$ 2.4 million for Italian coal.

Belgian compensation provided for in Section 26, number 2 a.

63. . In order to fulfil the. primary object of the com-
pensation payments to Belgium, the High Authority drew
up a selling-price-schedule for the Belgian coal-mining
industry (1). It also set up an accounting-table showing
the receipts of the Belgian mines in such a way that they
will be maintained at the level they had reached before the
common market was established (2).

(*) Decision N° 24/53 of March 8, 1953. Official Gazelle of the Community, daled
March 30, 1953.
(®) See Annex to letter to the Belgian Government, dated March 8, 1953.
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The difference between the prices in the selling-
price-schedule and the. accounting-table determines the
amount of assistance granted monthly to the enterprises
“on the basis of tonnage sold, In respect of the total Belgian
coal production, this difference amounts to 29 B. frs.
per ton.

. " Several  month’s experience showed that it was
desu‘able to adjust the selling-price-schedule so as to take
_better account, in the case of certain grades, of prices of
coal from the Nord and Pas-de-Calais coal-field delivered
to the principal consumer points in those French Depart-
ments. These adjustments were made in October 1953 (1).

In December 1953, the prices were differentiated
in order to take into account the special quality of the lean
coal produced in the mines of the Liége coal-field (2).

None of these adjustments affected the level of
prices. : a :

"In March 1954, all fhé -above measufes were
renewed (3).

64. Although Section 26, number 2a, of the Conven-
' tion, concerns the Belgian coal-mining industry as a whole,
the production conditions in that industry are by no means
uniform. The necessity of integrating the Belgian mines
into the common market at the end of the transitional
period without any special assistance on the part of the
Community, thus gives rise to problems varying in intensity
from one colliery to another. The measures taken by the
Belgian Government during the years following World
War II, when production costs in the Belgian coal-fields
had become considerably higher than those in neighbouring

(*) Decision N° 40/53 of October 20, 1953. Official Gazelte of the Community, dafed
Oclober 27, 1953.

(" Decision No 41/53 of Decembcr 8, 1953. Official Gazetle of the Communily,
dated December 15, 1953

(* Decision Ne 15!54 of March 19, 1954. Official Gazette of the ('ommumty daled
March 24, 1954,
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coal-fields, already ‘took into account these - differences,
which are incidentally to be found in.every coal-field but
are at tlmes extremely pronounced in: Belglum -

_ : After applymg a systemof _mter-mme compen-
‘sation and State subsidies, combined with prices regulation
at the level of the average production cost, the Belgian -
Government, at the end of 1947, included in.the selling
prices a “grant-in-aid” of 35/45 B. frs. per ton to be
‘earmarked for re-equipment purposes. The intention was
to -counteract the limitation on investments which was a
consequence of the compensation scheme. In 1949, inter-
mine compensation was abolished, while the grant-in-aid
for re-equipment purposes was maintained. Certain mar-
ginal mines were then closed down and others amalga-
mated, while yet others received lump subsidies on .a
degressive scale on a short-term basis, together with
so-called “contractual” subsidies sufficient to cover the
computed workmg losses over a period: of 5 years. They
were also allocated credits for re-equipment, the first
annual payments being provided out of the first ‘“tranche”
of the credits under the Marshall Plan (E. R. P.) allotted
to the Belg1an coal-mining 1ndustry

While Belgian coal policy was thus being reform-
ed, a re-equipment programme. had -been introduced in
1949. As a result, it was possible to raise the investments
per ton from 37.7 frs. in 1949 to 96.28 frs. in 1952, and
output underground increased from 926 to 1042 kgs.

When Belgium joined the European Coal and
Steel Community, the investment plan was still further
extended in order to meet the conditions under which the
Belgian mines would be required to work at the end of
the transitional period. The total amount of investments
considered necessary was about 12.9 milliard B. frs., three
quarters of which have to be found from the enterprises’
own resources. . ‘
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Any such self-financing of capital investment is
possible only in enterprises which work with an adequate
profit margin. Since average receipts had been maintained
at their previous level, i. e., in the neighbourhood of the
average cost of production including the “grant-in-aid for
re-equipment”, those enterprises whose output was equal
to or higher than the average figure were in fact in a
position to improve their working conditions. However,
since the latter were widely divergent, there were a number
of enterprises — in particular those in which disparity of
output is not offset by disparity of receipts, on account
of the qualities produced — which were unable to make
an adequate effort towards self-financing. In order to fill
the gap, credits, and in some cases the “contractual
subsidies” mentioned above, were set aside for the benefit
of such mines, insofar as they were considered capable of
improvement.

65. Contractual assistance provided for in 1953
amounted to 200 million B. frs. This assistance is in line
with the declared objective of the compensation scheme,
since it temporarily enables the enterprises concerned to
sell at a lower price without endangering their production
and re-equipment. The High Authority therefore decided,
at the request of the Belgian Government, to include this
subsidy in that government’s contribution to the compen-
sation payments (1).

As has been stated above, this compensation
makes it possible to reduce the selling price by an average
of 29 frs. per ton, while maintaining receipts at their
former level. Within the compensation scheme as a whole,
contractual assistance is a reflection of the prevailing
diversity of operating conditions in the Belgian mines.

66. The foregoing is a survey of the measures taken
by the Belgian Government and enterprises in order to

() See_ letter of March 8, 195'3, to the Belgian Government.
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integrate the Belgian hard coal mines progressively into
the common market. Since that common market was set
up a special responsibility in this field has devolved upon
the High Authority. The latter must ensure that the
maximum amount of the subsidies and the total tonnage
subsidized are reduced as quickly as possible, so as to
attain the objectives set forth in the Treaty. With this
consideration in mind, the High Authority has instructed
its appropriate departments to devote a detailed study to
all these problems. This work, covering actual results and
future prospects for the application of the compensation
scheme is being carried out in collaboration with Belgian
Government Departments and should be completed towards
the end of June. Upon its outcome will depend any changes
which may be made in the methods by which the scheme
.is operated. :

67. In the meantime, it became clear towards the end
of 1953 that certain marginal mines in the Borinage coal-
field were facing difficulties which might lead to their
immediate closure. This situation led the Belgian Govern-
ment to apply to the High Authority for the authorization
ot precautionary measures designed to allow these mines
to continue working until such time as definite conclusions
about them can be reached.

1

The measures envisaged comprise on the one
hand the continuance of the contractual subsidies at the
figure of 200 million B. frs., and on the other hand the
establishment of an assistance fund.

68. Agreements concluded between the Belgian
Government and the coal-mines concerned provided for a
reduction of “contractual assistance” from 200 million in
1953 to 114 million in 1954. Faced with the above-
mentioned difficulties, the Belgian Government requested
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the’ High Authority to maintain the allocation of the
Belgian contribution to the. compensation payments for
1954 at the same level as'that agreed for 1953. In other
words, a sum of 200 million B. frs., included in the Belgian
Government’s payment under the heading of compensation,
would be used to assist three mmmg enterprlses in the
Bomnage coal-fleld .

By, letter ‘dated February 17, 1954 the ngh
Authonty gave its, agreement to thls proposal with the
ob_]ect of allowmg the Belglan Government the necessary
time to reach conclusmns on the problems connected with
the Borlnage mines. ‘Thls agreement was given subject to
its bemg Wlthout preJudlce to any subsequent change now
under consideration in the methods of applying the Belgian
compensation.

69. . An additional precautionary measure envisaged
by ‘the Belgian Government consists of the temporary
introduction, by virtue of Section 24, para. 3, of the Con-
vention, of a compensation scheme financed by a levy of
120.million B. frs. on national coal production. This scheme
should enable an assistance fund to be set up to the benefit
of the three above mentioned enterprises which in 1953
produced 2,760,000 metric tons of coal (inainly coking
coal).

On March 18 1954 the High Authonty tempora-
r11y authorized the 1ntroduct10n of such a scheme ().

It further intends, at the request of, and in
collaboration with, the. Belgian Government, to set up.a
Committee composed of independent experts, whose terms
of reference will be to examine the rationalization pro-

lx‘) becision Ne¢ 5/54 of March 18, 1954. Official Gazelle of the Community, March
1954,

]
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grammes of the coal:mines concerned, with a view to
adapting the Belgian coal-mining industry to the conditions.
of the common market, in conformlty with Section 26 of
the Convention. : » -

70. ‘Total compensation under Section 26, number 2 a
of the Convention amounts to about 965 million B. frs. from
March 1953 to February 1954, including contractual assist-
ance (182 million). The contribution of the Community,
which is equal to that of Belglum thus amounts to about
482 m11110n B frs.

Belgian compensation under Section 26, number 2 ¢

71.7 .. 'The second aim.of Belgian compensation concerns
deliveries of coal to other countries in the Community.

" These prov1s1ons were apphed in accordance with
the following system

The Belgian mines submit, in respect of each
quarter a programme of deliveries which could be made
to other countries in the Commumty with the help of the
additional compensation. In the light of the production
forecasts -and the needs of the Community, the High Author-
ity fixes the limits:of that programme by type and grade.
Next, the Belgian mines negotiate transactions within these
limits and submit the contracts to the High Authority for
examination. Finally, on the basis of documernts showing
proof that the contracts have been carried out, the com-
pensation payments are made by the Belgian Government
and the High Authority. Should the situation during any
quarter render alterations necessary, delivery programmes
are adapted to the circumstances.
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In this way, the High Authority is able to exer-
cise permanent conirol over the application of compen-
sation, and at the same time ensure that the options
afforded by Section 26, number 2¢c, of the Convention, are
used in accordance with their objectives.

As early as June 1953, the High Authority had
agreed that these provisions should be applied to deliveries
of Belgian coal to Italy and the Netherlands. Between
June 1 and September 30, 1953, the Belgian mines were
able to negotiate deliveries within the scope of a pro-
gramme limited to 100,000 metric tons per month for each
of these destinations. '

Later, in September 1953, this measure was
extended to the fourth quarter, with certain modifications.

In December, the High Authority agreed to the
conclusion of contracts to a total of 300,000 metric tons of
coal for delivery to Italy and 400,000 tons to the Nether-
lands during the first quarter of 1954

The High Authority next agreed, at the beginning
of February, that these quantities be increased by 100,000
tons to the Netherlands and by 100,000 tons to Germany.
The programme for the second quarter consists of 500,000
tons to the Netherlands and 300,000 tons to Italy.

The limits laid down in these programmes were
as a general rule not reached, as the following table shows.

Altogether, the actual or forecast deliveries of
Belgian coal allowed to benefit by compensation were as
follows:
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TABLE Ne 6

. Deliveries of Belgian coal
benefiting by additional scompensation

{in metric tons)

Destination
Total
Italy  Netherlands Germany

(actual deliveries) ‘
June. . . . ... .. 62,417 . 7,456 — 69,873
3rd quarter . . . . . 263,412 243,399 — 506,811
4th quarter . . . . . 132,937 333,115 — 466,052

Total . . . 458,766 583,970 — 1,042,736

1954

(ceilings of delivery pro-
grammes)
{st quarter . . . . . . 300,000 500,000 100,000 900,000 (¥
2nd quarter . . . . . 300,000 500,000 —_ 800,000

{( In January and February 1954, actual deliveries reached a total of 373,800 tons,
of which 104,800 were to Italy and 169,000 to the Netherlands.

From June 1953 to February 1954, more than
half the Belgian deliveries to the common market, outside
Belgium, benefited by the additional compensation, which
amounted in all to about 125 million B. frs., half being
borne by the High Authority and half by the Belgian
Government. The compensation scheme has made a con-
siderable contribution to the sale of Belgian coal and has
thus helped to counter the threat represented by the finan-
cial burden of excessive stock-piling, namely that the
investment effort would be impaired.

Belgian compensation: Conclusions

72. As has been stated above, the High Authority
must ensure that the amount of the subsidies and the
tonnage subsidized are reduced as quickly a possible. In
order to be certain that the methods by which the com-
pensation is applied are in fact such as will make it
possible to integrate the Belgian mines into the common
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market, without any special assistance from the Commu-
nity, at the end of the transitional period, it has embarked
upon a thorough study of all aspects of this problem, in
agreement with the Belgian Government. This study is
now in progress

Although it-will not be concluded until the end
of June 1954, certain general and provisional conclusions
can already be drawn from it. Thus is has been found
that the re-equipment programmes, of which mentmn has
been made earlier, have hitherto been carried out by most
of the mines, while the Belgian Government has not deemed
it necessary to take any steps to isolate the Belgian
market. This shows that the compensation has fulfilled its
double purpose, namely to allow Belgian' coal to be
marketed - at -a-reasonable price-in -the common market
Whllst at the same t1me keeplng up the investment effort '

It must be recalled that, while re-equipment
schemes have generally been realized, fresh elements have
revealed themselves during recent years: the financial
burdens borne by the Belgian collieries have increased, in
particular as a result of stock-piling; the price-level of the
competing coals of the Community has fallen following
recent decisions by the High Authorlty concerning max1-
mum prlces 1).

‘The ‘Belgian collieries will, therefore, be asked to
make a sustained effort, as well as to make use of the
possibilities opened up by Section 26 of the Convention,
which ensures rationalization of production methods.and
the improvement of the quality of the production. Far-
reaching changes may be necessary. But thanks to the
safeguards embodied in the Treaty, it will be possible to
prevent such changes from bearing the stamp of hasty or
deleterious measures.” The High'  Authority attaches great
importance to drawmg the maximum prof1t from the

(*) See aliove, N"* 49 - 5’-3
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grace afforded by the transitional period, and is, therefors,
anxious immediately to obtain all relevant data on esti-
mates “of =e-equipment ‘schemes now bemg carrled out,
and on their probable results.

On the basis of these data, it will be nhecessary
to make certain that the compensation scheme continues
to be apphed ina manner which will show the best overall
results, which means that it must be operated with due
regard to successes ‘already achieved and to future
prospects. The High Authority is aware that to attain this
objective, it will need.to make a continuous study enabling
solutions used at any given moment to be adapted, where
necessary, to new circumstances." Nevertheless, the aim
will always be the same, namely the integration of -the
Belgian mines into a free common market without artificial
protection, which will form an extremely valuable confribu-
tion fo the economic development of the Community.

Italian mines at Suleis

73. The Convention also .contains special provisions
for the Italian mines at Sulms in Sardmla (Section 27 of
the Convent1on)

“As early as February 5, 1953 the ngh Authorlty
established contact with the Ttalian Government. It was
agreed that half the working losses of the Sulcis mines,
which ha.d hitherto béen borne ent1re1y by the Ita.han State
as owners of the Soc1eta ‘Mineraria Carbonlfera Sarda,
should be covered in the form of an Ttalian governmental
subsidy, the other half to be supphed by the compensatlon
payments of the ngh Authorlty ’

The Itahan Government agreed to -this proposal,
and at the same time announced that on the basis of
estimates for the financial year 1953, the total losses of
the Sulcis mines would be approximately the same as those
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of the preceding year. The High Authority, therefore,
expressed its willingness to make available to the Societa
Mineraria Carbonifera Sarda, with effect from March 15,
1953, a monthly sum equivalent to 1/24th of the working
losses of the Sulcis mines over the last financial year,
pending a final settlement on the part of the Italian
Government and of the High Authority at the time when
accounts are balanced for the financial year 1953.

It was possible to begin the compensation pay-
ments as soon as the methods for calculating and making
the compensation payments were determined. In partic-
ular, it was necessary to ascertain whether the figure
quoted by the Societd Mineraria Carbonifera Sarda as the
loss for the financial year 1952 did in fact represent the.
losses incurred by the actual operation of the mines, or
whether it also reflected the losses in a whole number of
activities, some of which might be totally unrelated to
coal production. On August 28, 1953, an Italian delegation
came to Luxembourg in order to discuss these questions
with the High Authority.

Furthermore, the Italian Government had stated
on July 19, 1953 that it could subscribe to the commit-
ments arising from Sections 25 and 27 of the Convention
only in the light of a new law which was not expected to
be promulgated until several month later.

By reason of this delay in implementing the com-
pensation schemes, the Italian Government found itself
obliged to approach the District of Sardinia on the one
hand, and two banks on the other, with the request that
the company concerned be respectively granted subsidies
and advance payments by way of a provisional settlement
of subsidies due from the Italian Government. The Govern-
ment further asked the High Authority to regard these:
subsidies and advances as sufficient proof of payment of
the Italian contribution and at the same time requested
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the High Authorlty to make provisional advance payments
of a similar amount to the Sulcis mines.

In view of the very difficult financial position of
these mines and its poss1ble social repercussions, the High
Authority, after obtaining adequate security, decided on
‘October 16, to authorize the payment of 1,050 million lire
to the Societa Mmerarla Carbonifera Sarda as an advance
against compensatlon

A second provisional advance of 450 million lire,
under the same conditions as the first, was granted by the
High Authority, as an exceptional measure, on December
29, 1953, This was in reply to a request by the Italian
Government which, pending the promulgation of the bill
now before Parliament, had made arrangements with two
banks for further temporary payments, up to a similar
amount. '

_ On the basis of the working losses of the Societa
Mineraria Carbonifera Sarda for the financial year 1952,
payments by the High Authority should amount to about
150 million lire per month. Since the two advance pay-
ments totalled 1,500 million lire ($ 2,400,000), the High
Authority thus paid a sum equivalent to 10 months com-
pensation, for the perlod March 15, 1953 to January 15,
1954,

Meanwhile, by sending one of its experts to Sulcis
and by discussing with the Italian Government Commis-
sioner entrusted with studying the problems raised by
these mines, the High Authority has obtained information
which shows it to be extremely doubtful whether the Sulcis
mines, by using the funds advanced, will be able to “face
competition within the common market” at the end of a
period of two years.

The Italian Government has been notified by the .
High Authority that it is an urgent necessity for the latter
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to be kept informed of the progress made in the study on
the technical, economic: and finarneéial reorganization of the
_Sulcig. mines._

© . . The law on governmental aid to the Sulcis mines
as provided for in Sections 25 and 27 of the Convention,
was passed by the Italian Parliament on December 30,
1953. The Italian Government undertook to submit in the
very near future the plan for the reorganization of the
Sulcis mines.

' STEEL

74. . As was mentioned above (1), the first priée-
schedules published by the iron and steel enterprises in
the Community after the common market was set up
revealed in some cases increases in relation to the prices
formerly current. But even at that time tlere was a fall-
ing-off in the demand for steel, as a result of the slower
econormic tempo in some countries of the Community and
of the shrinking of external markets.

There then arose a situation in which price-
schedules were maintained unchanged, while the prices
actually charged were considerably below the published
prices, although admittedly there were great differences
from one country or product to another. Thus the price-
schedules no longer represented the prices actually current
in the common market, which is contrary to the provisions
of the Treaty.

When it became clear that the High Authority
would have to intervene, its main concern was to find a
solution which would not be restricted to the symptoms of
the problem but would endeavour to attack the substance,
by trying at the same time to introduce greater flexibility
in the rules governing the publication of price-schedules,

(‘) See Ne¢ 40.
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.and to induce enterprises to- adJust thelr hsts to the prlces
"actually charged '

1._ .

‘ After consultlng the Councﬂ of Mmlsters and the

Consultative Committee, the’ ngh Authonty — without .
in any way mfrlngmg the prmmple of non-discrimination
— amended its Decision No 30/53 on pratices prohibited
by Article 60 and its Decision No 31/53 concerning publi- -
cation of price-schedules and conditions of sale.

At the same time, the High Authority, in a spe-
cial communication, laid down the correct conditions for
applying the existing regulations on methods of price
quotation for sales of steel in relation to the forms of
transport employed (1). "

75. Ini 1ssu1ng the new regulatlons (2),theHigh Author-
ity has borne in mind the fact that the price-schedules
cannot cover every single type of transaction. There are,
indeed, particular cases which, since their characteristics
are abnormal, justify a special price. The latest decisions
stipulate that any enterprise which quotes a price which
is not in the schedule must be in a position to justify this
exception.

In addltlon the new decisions reflect the necessity
of laying down the manner in which market fluctuations,
‘which may equally well be either transient or more lasting
in nature, should find expression in the published price-
schedules. It was, therefore, necessary to lay down precise
rules governing the manner and frequency with  which the
price-schedules should be corrected. The decisions taken
when the common market for steel was established stated
that there must be exact agreement between schedule-

() Official Gazette of the Communutj daled January 13 1954, pages 224 to 228,
(*) Decision N° 1/54 of January 7, 1954, amending Degision 'No 30/53 of May 2,
1953, concerning practices prohibited by Article 60, number 1 of the Treaty.
O/fcnal Gazelte of the Community, dated January 13,. 1954.
Decision’ N° 2/54 of January 7, 1954, amending Decision N° 31 53 of May 2,
1953, concerning publication of pmcc-schedules’ and conditions of sale current
in s*eel enterprises. Official Gazelte of the Community, dated January 13, 1954.
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prices and the prices actually charged. During the period
of price instability which the market experienced, it would
thus have been necessary, in principle, constantly to
reflect in the schedules every single change of price, how-
ever small or temporary it might be. Such a system was
too inflexible, and did not in fact operate. The parties
concerned, as well as the Consultative Committee and the
Council of Ministers, agreed that a certain loosening of the
rules governing the publication of price-schedules was
desirable.

Decision No 2/54 henceforth makes it obligatory
to publish changes in the price-schedules of an enterprise
as soon as the prices actually charged by the enterprise
deviate from the published prices by an average of -+
2.5% of the basic published prices applicable to the trans-
actions which have taken place. This average difference
is calculated, for each category of products subject to the
same basic schedule-prices, for transactions concluded
during the last 60 days on the basis of their own price-
schedules. The period of 5 days’ notice of a change in the
schedule is reduced to 1 day.

Transactions arising in the course of the business
of an enterprise which are of such an unusual nature as
to place them outside the categories defined in the sched-
ules and, therefore, give rise to special conditions, are not
included in calculating the average difference. There are,
in fact, special cases which by reason of their abnormality
may justify a special price. The new decisions stipulate
that any enterprise which quotes a price outside the
schedule in a particular transaction must be in a position
to justify the exception.

76. Enterprises must, of course, also prove that any
deviations practised within these limits have been applied,
without discrimination, to all comparable transactions.
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This rule, which is expressly stated in the new
decisions, is essential for two reasons. Firstly, in confirms
the fact that any relaxation of the obligation of enterprises
to publish their price-schedules in no way absolves them
from their liability to the basic rule of non-discrimination.
Secondly, it ensures that the adoption of an average margin
of difference will prevent the enterprises from introducing
differences greater than 2.5%. Since any difference must
be the same for all comparable transactions, any enter-
prise exceeding the limit of 2.5% for any given transaction
renders itself liable to apply the same difference generally.
This means it will exceed the average and thus be obliged
to amend its price-schedule. '

By virtue of the Treaty, every enterprise retains
the right, without changing its own price-schedule, to
align its quotations with those of a competing enterprise.
Proof that it is doing so may be provided in any form, for
instance by producing a firm offer.

77. - A close study of the new decisions shows how
important is the control which the High Authority must
exercise in regard to observance of the new regulations and
the provisions on non-dis¢rimination, so that the sanctions
provided for in the Treaty may be applied, should the occa-
sion arise.

A decision also had to be taken stating what infor-
mation is to be provided by the enterprises of the steel
industry on the application of their price-schedules ().

In this connection, two cases are envisaged: either
the enterprises sell on the basis of their own price-
_schedules, or, by ahgnment they sell on the basis of the
price-schedule of some competitor.

(*) Decision N° 3/54 of January 7, 1954. Official Gazelle of the Community, dated
January 13, 1954.
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As regards sales on the basis of their own price-
schedules, enterprises must in future supply the High
Authority on the 1st and 15th of each month with certain
information. For each category of products subject to the
same basic price in their schedule, they must indicate:

1) the average deviation during the last fortnight
between prices actually charged and schedule-
prices, if necessary those of successive schedules;

2) the minimum deviation in the prices charged,
together with an indication of the date when the
order was received, the tonnage ordered ant the
customer’s country of domicile within the Com-
munity; this last detail provides the High Author-
ity with an easy means of control, so that it may
take proceedings should there be any discrimina-
tion on grounds of nationality;

3) the maximum deviation in the price charged,
giving the same indications as under 2) above,.

As regards sales made on the basis of a competi-
tor's price-schedule, enterprises must inform the High
Authority, on the same dates and under the same condi-
tions, of the maximum amount by which they have under-
cut the price-schedule published by the enterprise on which
they have aligned themselves. Apart from the information
required in the first case, they must also name the enter-
prise on: whose price-schedule the alignment was made.

78. At the beginning of February, simultaneously with
the entry into force of these new decisions, the High
Authority advised all the iron and steel enterprises in the
Community that certain spot-checks were about to be
carried out.
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The first of these took place on February 25 and
26. At the time of going to press with this report, a num-
ber of works in five countries of the Community have been
examined by independent experts appointed by the High
Authority. In the meantime the High Authority has receiv-
ed the first bi-monthly series of statistics transmitted in
application of Decision 3/54, which enable the development
of the market to be closely studied and provide guidance
in the institution of spot-checks. The system of control has
already shown itself to be useful and effective.

On the basis of the first spot-checks carried out,
it is possible to state that the measures taken as a whole
appear to have contributed towards normalizing the mar-
ket. The price-schedules published pursuant to the new
decisions of the High Authority, while showing an appre-
ciable reduction compared with earlier schedules, still gave
higher prices, in many instances, than those actually
applied during the preceding period, even allowing for the
possibility now open to enterprises to make deviations
within the limits of the margin afforded by Decision
No 2/54. A difference of the order of 2.5% is at present a
widespread practice in the Community; but apart from this,
the level of prices shown in the published schedules, if
allowance is made for this differential, would appear to be
generally adhered to.

- The High Authority is continuing to follow the
situation clogely, with the help of the bi-monthly statistics
on the deviations actually allowed in practice. It intends
to carry on with spot-checks in individual works, so as to
form its own judgment-of cases which it considers doubtful
or which are reported to be so. It will not hesitate to apply
the sanctions laid down in the Treaty to any enterprises
which do not comply with their obligations under the
Treaty and the new decisions on the publication of price-
schedules.
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SCRAP

79.  When the common market was established, the
High Authority drew up a balance-sheet showing availabil-
ities and requirements of scrap. This revealed, for the
Community as a whole, a deficit of 500,000 to 600,000
metric tons, which under normal conditions could be con-
sidered as a constant figure and mainly represented the
requirements of Italy.

The total consumption of the Community in 1953
was about 18,500,000 metric tons, of which some 10 million
tons represented scrap arising in production in the steel
works themselves, 8 million tons were bought through the
trade within the Community and 500,000 tons were import-
ed from third countries. All this confirmed the afore-men-
tioned estimates. The deficit is a relatively small one,
representing 2.7% of total consumption and less than 6%
of purchases. But as world prices were much higher than
the average prices in the Community, and likely to remain
so — because world scrap collection at present largely cor-
responds to the steel consumption of 15 to 20 years ago
and thus is catching up with world steel production only
after a certain delay — this marginal requirement of the
Community was destined to become a disturbing feature,
forcing prices upwards. The danger was especially acute
" in view of the particular situation of Italy, three quarters
of whose iron and steel industry is based on scrap, which
might well cause an excessive price increase on the common
market if she tried to procure from the latter the additional
tonnage she needed.

Once the national markets formerly subject to
very different systems were fused in a single common mar-
ket, it was necessary to avoid the violent disturbances
_which this deficit might be expected to cause when Italy
called for additional tonnages. Accordingly, the High
Authority felt that it should encourage consumers in the
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E)ommunity to cover the deficit by imports, at the common
expense, from third countries. The cost of such imports
would be divided proportionally among all the consumers,
on a percentage basis in which the determining factors
would be the tonnages purchased within the Community,
those imported from third countries and a certain propor-
tion of scrap representing the consumers’ own resources.

This percentage was to be a kind of premium to
be paid by all, so as to ensure that each would obtain sup-
plies at reasonable and comparable prices, in a market
where there were to be no more periodic upheavels of the
proportions customary in the past.

The principle of this mutual insurance was accept-
ed by almost all consumers in the Community on the basis
of voluntary association.

As a precautionary measure, when the common
market began to operate, a ceiling was fixed for internal
scrap prices (1).

Finally, as the maximum prices could not be prop-
erly applied unless exports to third countries were controll-
ed, the High Authority made appropriate recommendations
to the governments of member States.

80. In practice, the development of the common mar-
ket, founded on these principles, has confirmed the
forecasts.

The fall in the price of scrap, which fulfills the
constant desire of the High Authority to make raw mate-
rials available to the producers in the Community at the
lowest prices, was admittedly hastened by the drop in iron
and steel production in 1953, as well as by the improvement
in iron ore supplies resulting from the establishment of the
common market (1). As a result, equilibrium has been
restored in the Community between availabilities and requi-

(*) See above, N° 45, -
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rements of scrap; stocks of some consumers, particularly

~ in Italy, have been replenished after being at a disturbingly
low ebb, and the Community has been able to dispense with
any fresh imports from third countries in the immediate
future. At the moment, availabilities of open-hearth scrap
are sufficient to cover requirements; traders have even
reported surpluses in some types of blast-furnace scrap,
some of which may, however, be equally suitable for open-
hearth furnaces.

81. What did it cost the Community to reach this
result? It is still too early to draw up a final balance-sheet
for the period from February 10, 1953 — the date on which
the common market was set up — to December 31, 1953,
the date on which the accounts of the Compensation Fund
set up by the consumers of the Community were balanced.
Moreover, the situation is not as simple as it may appear,
because the Compensation Fund was not able to start from
scratch on February 10, 1953; it had to take over the debts
still outstanding at that date from import contracts conclud-
ed earlier at much higher prices than those which it was
possible to obtain later, together with certain deliveries
classed as imports, such as scrap derived from broken-up
ships. On a quick estimate, however, it may be said that
the approximately 500,000 metric tons of imported scrap
for which the Compensation Fund assumed responsibility
were listed in the accounts on the average at prices of 20 to
25 units of account higher than the internal prices of the
Community. This difference, spread over the total pur-
[?hases of consumers within the Community, represents a
charge of less than two units of account per ton purchased,
! or about 5% of the maximum internal price, at the level
] fixed when the common market was established.

This approximate estimate in itself justifies the
conclusion that the operation was profitable and its results
satisfactory. In return for a low insurance premium, order
has so far been guaranteed on the common market, which
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has been able to supply scrap to the iron and steel industry
at reasonable and gradually falling prices. However, expe-
rience gained during this first period has also revealed cer-
tain weaknesses in the organization established in March
1953. The system of maximum prices then inaugurated was
linked with the system of zonal differences, which in prac-
tice proved too rigid. Furthermore, the compensation
scheme at one time suffered from a lack of unanimity
among consumers on the proper policy to be pursued in
regard to imports from third countries, such unanimity
being a prerequisite of voluntary accession by consumers
to the Compensation Fund.

For this reason, the Compensation Fund in its
initial form had to be modified. In any case, the initial form
had been authorized only until December 31, 1953, a time-
limit which was subsequently extended to March 31, 1954.

_ Finally, at the beginning of 1954, in a relatively
easy market where prices were tending to fall, it no longer
appeared indispensable to fix maximum prices, a measure
which had been decided upon when the common market
was opened and there was reason to fear a shortage of
scrap. The scrap dealers were almost unanimous in asking
for the abolition of the maximum, and among the consum-
ers there were also some who supported this view.

82. After examining the situation as a whole, with due
regard to these various factors, the High Authority came
to the conclusion that in the present situation, the maXi-
mum-price system could be abolished. Thus at the same
time it got rid of the manifest drawbacks of that system in
the form in which it was conceived when the common mar-
ket was set up. : '

On the other hand, the High Authority’s exami-
nation made it clear that the fundamental data underlying
the common market, which were responsible for the insti-
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tution of the Compensation Fund, had not changed, and
that imports from third countries, with all expenses shared,
remained the essential factor for the stability of the com-
mon market. But the existing Compensation Fund, which
was intended to answer this need, was, as we have seen, no
longer in a position to do so. Therefore, at the same time
as it abolished the maximum-price system, the High Author-
ity itself made plans, by virtue of Article 53, b) to set up
a financial organization which would provide compensation
for scrap imported into the Community. It would be com-
pulsory for all consumers in the iron and steel industries of
the Community to contribute to this fund; in all questions
concerning its operation, the final decision would rest with
the High Authority, which would prevent any recurrence
of the stoppages which had at one time marred the opera-
tion of the existing Compensation Fund.

83. The proposals made by the High Authority to the
Council of Ministers received, on March 12, 1954, the unani- -
mous agreement required by Article 53, 5) of the Treaty.
The opinion of the Council was, however, accompanied by
a reservation to the effect that on April 1, 1954, a Compen-
sation Fund should be set up similar in all respects, in its
operation, to that proposed by the High Authority, but
based on volontary contributions, provided that before that
date almost all the consumers in the Community expressed
their agreement with this principle.

Virtual unanimity among the scrap consumers
was not obtained. While the German, Luxembourg and
Netherlands’ consumers, together with the great majority
of Belgian consumers, were in favour of the last-mentioned
formula, the Franco-Saar consumers supported the
straightforward application of Article 53, 5) of the Treaty,
as proposed by the High Authority. The Italian consumers
had already stated that they would not agree to adhere to
a fund financed by voluntary contributions unless all con-
sumers in the other countries of the Community, without
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exception, also supported it; they therefore seconded the
views of the Franco-Saar consumers.

On March 24, 1954, the administrative council of
the Joint Office of Scrap Consumers held a meeting in
Brussels on this subject, at which it was possible to do no
more than record the differences of opinion and state the
impossibility of reaching virtually unanimous agreement on
the date fixed by the Council of Ministers. The Joint Office
of Scrap Consumers gave official notice of this to the High
Authority, which immediately took the following decisions:

— Decision No. 21/54, abolishing the maximum-
price system established by Decision No. 28/53
of March 13, 1953;"

— Decision No. 22/54, establishing, pursuant to
Article 53, b) of the Treaty, and for the period
of one year, a compensation scheme for scrap
imported from third countries and other scrap
classed in the same category, the costs to be
borne compulsorily by all enterprises purchas-
ing scrap.

84. The operation of the new compensation scheme
has been entrusted by the High Authority to the Compen-
sation Fund for imported scrap, which will receive propo-
sals from the Joint Office of Scrap Consumers in regard to
assuming responsibility for tonnages to be imported. Fail-
ing unanimity in one or other of these two organizations,
the High Authority will itself take the decisions dictated
by circumstances, but, as a general rule and except in
serious cases, decisions taken unanimously by these two
organisations will be recognized by the High Authority as
valid. This formula makes only slight modifications to the
organization which was in existence up to March 31, 1954.

85. It is the opinion of the High Authority that, for
the time being, exports of scrap from the Community to
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third countries should continue tc be controlled. The Com-
munity, even in the present balanced situation, has no
exportable surpluses of the quality needed for open-hearth
furnaces. As regards the quality suitable for blast fur-
naces, some types of which may also be used in open-hearth
steel works, the expediency of authorizing the export of
certain tonnages may nevertheless be considered in indivi-
dual cases, within limits which, without jeopardizing the
position of the community, will enable the trade to market
in third countries such surpluses as the common market
may have been unable to absorb.

In application of this principle, after freeing in
August 1953, a total quantity of 210,000 metric tons of
blast-furnace scrap for export to third countries, the Ger-
man, Belgian, French and Netherlands’ governments, in
agreement with the High Authority, have just authorized
the export, not later than by June 17, next, of fresh con-
signments of blast-furnace scrap, amounting in all to
100,000 metric tons for the four countries.

86. The various steps taken by the High Authority
thus represent a coherent whole designed to ensure that,
for a further period of one year, the common market for
scrap will have the maximum freedom compatible, under
present conditions, with the desire to keep it in that state
of stability at which it has now arrived after less than one
year of operation. '

Section 3 — Development of competition

87. The Treaty imposes upon the Community the obli-
gation of “progressively establishing conditions which will
in themselves ensure the most rational distribution of pro-
duction at the highest possible level of productivity”. In
order to achieve this aim, the High Authority must con-
stantly strive to remove obstacles which still stand in the
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way of increased competition. In some cases, what is need-
ed is the abolition of administrative regulations or bureau-
cratic formalities affecting trade between member-countries
— regulations and formalities which no longer have any
justification since the establishment of the common mar-
ket. In other cases, it is a question of proceeding towards
the objectives by the different stages laid down in the Treaty,
- for example in the field of transport. In other cases again,
it is necessary to gradually carry out structural alterations,
in order to put an end to the aufocratic rule of cartels, and
to control the use which concentrations are making of their
power.

AbMINISTRATIVE OBSTACLES

88. At the end of September 1953, after an exchange
of views with the Consultative Committee on the develop-
ment of the Common Market, the High Authority stated
that it would devote its attention to removing all obstacles
to trade. In particular, it proposed to make a list of the
additional costs and administrative formalities attending
purchases in another country of the Community, as com-
pared with purchases on the national market.

~ Since that time, producers and consumers have
‘repeatedly lodged complaints with the High Authority,
quoting concrete examples and figures, about costs and
formalities which still form an impediment to the develop-
ment of competition.

On the strength of the facts brought to its know-
ledge and of information which it has itself requested, the
High Authority has obtained an overall picture of the for-
malities to be fulfilled when licences are sought or when
coal and steel products cross the.frontiers, and of the dues
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which have to be paid. It is clear from this general study
that the governments of meniber States, since the time
when, at the opening of the commion market, they were
obliged to abolish customs duties and quantitative restric-
tions, have made no changes in previously existing forma-
lities. Progress still remains to be made before products
can circulate among the six countries of the Community as
though the latter formed one and the same territory.

To improve the operation of the common market
and come closer to the objectives of the Community, the
High Authority has decided to submit to the Council of
Ministers all the documentation it has so far assembled. It
is hoped that in this way governments may be induced to
make at any rate a substantial reduction in these impedi-
ments, insofar as it is not immediately possible to abolish
them completely.

TRANSPORT

89. The development of competition in the common
market, with the object of enabling the enterprises of the
Community to make the best possible use of their relative
economic advantages, implies far-reaching changes in
transport rates which were formerly set up on a national
basis viz’.:

— abolition of discrimination according to origin
or destination of products;

— abolition of differences in the degression of
transport rates, according to whether the
route followed is entirely within certain
frontiers or whether it crosses the frontier;
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- abolition of differences in the methods of
fixing transport tariffs, according to the
region in which the transport takes place.

These changes cannot be cther than gradual, as is
provided for in the Convention containing the Trans1t10nal
Provisions (Section 10)

Power of decision in transport matters, ““in partic-
ular the fixing and modification of rates and conditions of
transports», at the present stage of European unification,
still rests with the governments of member States, and this
is provided for in the Treaty establishing the Communlty
(Article 70).

It will be recalled that a committee of experts
appointed by the governments was instructed by the High
Authority, in conformity with Section 10 of the Convention,
to study measures rendered necessary in the field of trans-
port by the establishment of the common market, and to
make proposals to the governments in regard to steps to
be taken. This committee began its work on October 23,
1952, and is due.to complete it by October 24, 1954.

90.. Since the common market was established, the
work of the committee has made it possible to complete the
abolition of discriminations proper, i.e., transport rates
and conditions based on the countries of origin or destina-
tion of products.

During its meeting on December 19, 1953, the
committee examined the last two cases of discrimination
brought to light, and drew up its recommendations Nos. 31
and 32 deSigned to eliminate them. Shortly afterwards, the
High Authority received the -agreement in principle of the
French Government, in whose sovereignty lay the tariffs
which had been recognized as discriminatory.
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It should be emphasized that the abolition of dis-
criminations which has thus taken place since the beginning
of 1953 is absolutely complete, so far as railway transport -
is concerned: ail cases of discrimination acknowledged by
the committee of experts formed the subject of recommenda-
tions by the latter, on the basis of which the High Authority,
without exception, obtained agreement in principle from the
governments concerned, followed by adequate measures to
abolish the discriminations.

Of the 32 discriminatory practices abolished in
this way, 15 related to French tariffs, 10 to German tariffs
and 4, 2 and 1 respectively to Belgian, Luxembourg and
Italian tariffs.

91. Now that discriminations proper have been abo-
lished and the first stage provided for in the Convention is
closed, it is possible to assess the economic importance of
the measures taken. In the most important cases, the new
tariffs have already been applied for a sufficiently long
period to enable their effects to be perceptible. Among the
others, there are a certain number of tariff regulations of
relatively minor importance, examination of which has
nevertheless not been neglected, since the practical scope
of any tariff depends on the state of the market and may
extend furthur than can be easily predicted at the outset.

Subject to possible later developments of traffic
under the influence of the economic situation, the following
approximate table may be drawn up, showing the economic
effects of abolishing the most important discriminatory
practices in the domain of railway transport: '
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TABLE N° 7

Principal tariff changes
resulting from abolition of discriminatory practices (1)

Ne of re- Overall change
commen- in transport
dation charges Tonnage
by the | Country Traffic flows (in mﬂhons of (195%
Com- B.frs.)
mittee of] —
experts : increase|decrease]
Coal and coke ‘
1. Germany | Saar-Lorraine coal ente-
v ring Germany . . . . —120 | 3,700,000
2. Germany | Saar - Lorraine coal to
Austria . . . . . . . — 3.3 120,000
3. Belgium | Coke (variousroutes) . . |+ 5.4{— 6.7' 2,200,000
18. Belgium | Coal (variousroutes) . . |+ 62 |— 4 | 9,600,000
Iron ore
4. Germany | Luxembourg and French
ore entering Germany — 8.4 300,000
1. Luxem- | Luxembourg ore to Bel-
bourg gium . . . . . ... + 5 1,850,000
8. France Ore internal traffic . . |+ 45 16,500,000
exported to Belgium — 45 | 5,000,000
13. France Luxembourg ore to the
. Saar . . ... ... — 15 600,000
" Iron and steel products
6. Belgium Belgian . . |+ 32.5 1,300,000
Export of Luxembourg | + 41.2 1,100,000
ironand ( French . . — 113 550,000

stele products

(1) The above figures are partly based on provisional estimates.
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If we include mensures of a secondary nature not
mentioned in the above table, the total effect of the first
stage of the High Authority’s action has been to modify the
charges on transports amounting in all to 45 million metric
tons per annum. The total amount of the reductions granted
is 217 million B. frs. per annum, while the increases
amount to 193 million B. frs. and the balance in fauour of
the common market is 24 million B. frs.

Shifts of traffic found to have taken place since
the discriminatory practices were abolished can clearly not
all be attributed to the tariff measures adopted. Account
must also be taken of the effect on transport developments
of the general economic situation, as well as of the estab-
lishment of the common market itself.

In practice, it is difficult to make the necessary
corrections with sufficient exactitude to enable the partic-
ular effects of these tariff measures to be precisely assess-
ed but it is none the less indisputable that the abolition of
discriminatory practices has influenced the development of
the common market. There is particular evidence of a clear
increase in exports of iron ore from Lorraine, and it is also .
clear that coal trade between the countries of the Community
has been considerably stimulated by the abolition of many
discriminatory practices which affected it. Finally, there
has been an undoubted influence also on the direction taken )
by export flows of iron and steel products.

92. Cl‘he problem of the disparity of the systems in’
force as between the controlled freights of the inland
water transport of member States and the uncontrolled
" freights of international traffic between the same member
States comes in principle within the province of paragraph
2 of Article 70, on the same grounds as the afore-mentioned
discriminatory practices. But whereas the problem of the
discriminations affecting rail tariffs, canal tolls or harbour
dues was rapidly solved by national action, the general
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disparity between systems of internal and international
freights can be remedied only by joint action on the part
of all countries concerned, by multilateral agreement. '

Further, the traditional system of navigation on
the Rhine poses special problems arising from the co-
existence, on the same stretch of water, of transport enter-
prises of different nationalities. Here, in the very nature
of things, solution of the problems involved is a more
delicate matter.

_ The committee of experts has actively pursued its
‘studies in this spec1a1 field, and has helped to lay down
the guldmg lines leadlng to a solution; the governments,
moreover, have stated their agreement with the principle
of the abolition of freight disparities ‘resulting from the
above-mentioned disparity. -

At the present tlme, in accordance Wlth the pro-
cedure laid down in the Convention, the High Authority
has begun the necessary negotiations, while distinguishing
the problem of the canals from that of the Rhine. It has
expressed its willingness to collaborate with the govern-
ments in finding solutions which will respect both the
demands of the Treaty and the particular economic needs
of transport by navigable water-ways.
© 93" Even before it had completed the first stage of
its work — i. e., the abolition of discriminatory proper —
the committee of experts embarked upon studies dealing
with the second and third stages, that is to say the
establishment of international through-rates and the har-
monization of tariff systems.

Although the creation of international through-
rates in practice concerns only transport by rail, it
nevertheless raises considerable problems, alike because
of its economic effects and because its technical execution
is such a complicated matter. ' '
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The High Authority therefore considered in
December 1953 that it would be expedient on the one hand
directly to obtain the views of the railway managements
--in the Community, and on the other hand to suggest the
creation, within the committee of experts, of a special body
to study the technical aspect of this question.

Although, in the case of the discriminatory
practices proper, negotiations with the governments
immediately led to agreement in principle on the lines
recommended by the committee, a more flexible procedure
was envisaged for the creation of international through-
rates

- The discussions by the committee of experts dealt
primarily with the scope, form and level of international
‘through-rates. As a result of the series of conclusions
which they reached on these essential points, the High
Authority was enabled to open consultations with the
governments through the Council of Ministers, with a view
to obtaining broad agreement on the conception underlying
such rates. This was a necessary condition for the
continuance of the commlttee s work. SRR

As soon as the basic principles of these. mter-
national through-rates, as they emerge from the work
done by the committee of experts, have been examined by
the Council of Ministers — whose meeting is fixed for
April 9, 1954 — and broad agreement has been reached
between the governments and the High Authority, a
detailed study of the practical means of implementing
international through-rates will be undertaken. A beginn-
ing has already been made with the assembly of the
requisite documentation for this study, and in all cases
having economi¢ significance the effect on the common
market and its dependant enterprises will be assessed.

The work delegated in this field to the committee
of experts must, in accordance with the Convention, be
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completed by October 24, 1954, and the High Authority
will have the right to bring the rates themselves into force
as from February 10, 1955.

In view of the importance of this work, these
time-limits impose on the committee, its subordinate bodies
and the departments of the High Authorlty, obligations
whlch must be strictly observed; nevertheless, considera-
tion must be given to the followmg possibilities:

— firstly, of undertaking as early as possible an
approximate estimate of the new tariff levels
arising from international through-rates, so
that the enterprises concerned may prepare
themselves for the new conditions of the
common market; »

— secondly, in the most important cases, of
taking individual steps which will to some
‘extent anticipate the final international
through-rates. '

94. In the sphere of harmonization, the committee of
experts has made rather less progress, since harmoniza-
tion raises a number of technical problems of detail, the
complete study of which in advance would have delayed
the establishment of international through-rates.

However, a number of general conclusions can
already be deduced from the work of the committee.

Harmonization simply means the sum total of all
measures designed to apply comparable tariffs to con-
sumers in comparable situations.

Viewed in this light, it consists of introducing
some degree of umformlty into the relationships between
the various rates applicable to the same mode of transport
in the . different countries. On the other hand, it is not
concerned with the relationship between the tariffs of
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different modes of transport, since this belongs to the
co-ordination measures which are considered by the Treaty
to be the exclusive responsibility of governments.

From this very definition it is clear that three
main fields of harmonization can be distinguished:

— Firstly, there is the harmonization of freight
rates for different distances, i. e., the principle
of introducing uniformity into the rate of
degression. Obviously, if the degression of the
tariffs varies widely, it plays a fundamental
part in intensifying or diminishing competition
within the common market, by reducing the
degree of -protection conditioned by distance
created by transport, and where the degression
varies from one country to another, it may
give rise to serious distortions. Further it
will easily be realized that when the degression
is made uniform, it becomes considerably
simpler to introduce international through-
rates representing no discrimination relative
to national rates.

— Secondly, there is the harmonization of rates
applicable to different commodities. This is a
difficult matter, because, for historical and
economic reasons, the different countries of
the Community have a tariff “spread” related
to the value of the commodities, which varies
-widely from one country to another. At the
same time, the question is very important since
the distortions caused by the disparity
between the rates for coal, iron ore and scrap
may radically disturb the calcula ime--
costs of the burden of the various iron and
steel industries in the Community and thereby
distort. the rational uge and distribution of the
raw materials needed in that industry.

axm—
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— Lastly, there is the harmonization of rates
- applicable to transports which differ only as
regards the procedure employed, such as the.
quantity dispatched (partially-filled trucks,
complete truck-loads), sets of trucks, com-
plete train-loads), or the nature of the vehicle
(truck belonging to the railway, privately-
owned truck, or special waggon).

Finally, the studies made showed the absolute

necessity of establishing a uniform nomenclature for all
transport ratés in force in the Community. This'is a purely
material problem, the importance of which is denied by
no one; experience proves, however, that it is always a
difficult matter to solve.
95. The creation of international through-rates and
“harmonization are complicated operations, the practical
effects of which are clearly difficult to estimate in
advance.

A characteristic example is provided by the
special case of the traffic in solid fuel from the Ruhr coal-
field to the Lorraine iron and steel industry. This was
already mentioned in the Report on the Situation of the
Community dated January 10, 1953, and the French
Government recently drew the attention of the High
Authority "to it. Here, several forms of ‘distortion are
‘encountered, on which at one and the same time the three
stages of the tariff measures introduced by the ngh
»'Authonty are brought to bear.

. In the flrst place, the rates charged by the French
‘National Railways for imported coking fines are higher
than those applied to coking fines transported internally
(non-application of Tariff 103 for complete train-loads
and non-application of Tariff 7, Chapter III, Section II, for
fuels intended for the iron and steel industry). The solu-
tion. designed to eliminate this diserimination has, as a
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matter of fact, already been proposed; the French Govern-
ment has agreed to it in principle, and the fact that it has
not come into force is solely due to difficulties of a tech-
nical nature.

Then, there is an interruption of rates at the
Franco-German frontier, which will disappear as soon as
the international through-rates become effective.

Finally, there are great differencies between the
rates for coking fines and those for iron ore in France and
Germany, as the following table shows:

TABLE N° 8

Freight rates for complete train-loads of 1,000 metric tons
running on each working day between the Ruhr and Lorraine

o e Ratio
Railway Distance Route Coal Iron Ore | iron ore:
- coal

Bundesbahn [302 km |Gelsenkirchen-| 19.30 DM 8.72 DM 0.45

(German Fede- Nennig (1)

ral Railways)

S.N.C.F. 61 km |Nennig- 338.- Fr.Frs.|347.-Fr.Frs.| 1.02.
(French Natio- Homécourt (*) 2

nal RailwayS)

(*) Or vice-versa.
(] Future freight rate after the above-mentioned discriminatory rates are abollshed

These differences are not justified by any consi-
derations of transport economy, since the corresponding
costs are almost identical; rather do they result from the
fact that each railway has worked out a system of rates
adapted to the situation of its own national industries, and
consequently the French National Railways and the
German Federal Railways have arrived at fundamentally
different. solutions. -

. In the present state of the work of the commxttee
of experts it is not yet possible to form a judgment of the
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exact effect of the solutions which must be found to these
various problems, the importance and complexity of which
amply justify the time allowed for their study by the
Convention.

AGREEMENTS AND CONCENTRATIONS

96. - The Report on the Situation of the Community at
the beginning of 1954 already mentioned the first steps
taken by the High Authority in the field of agreements.

As early as May 1953, the High Authority decided
that the organizations responsible for the allocation of
scrap or for price compensation on the different national
markets should be wound up, and that national regula-
tions interfering with free trade in this commodity should
disappear at the same time.

In July 1953, the High Authority published its
decision giving effect to the prohibitions for which Article
65 of the Treaty provides. ‘It thus obliged existing agree-
ments to come into the open and if necessary to-apply for
authorization on the basis of Article 65, number 2 (agree-
ments to specialize or to engage in joint buying and
selling), unless they wished to be quite simply forbidden.
At the present time, the High Authority is completing the
examination of about 60 applications from organizations
-which have invoked this provision.

In addition, the High Authority has undertaken
a series of exhaustive enquiries or studies concerning the
activities of buying or selling organizations for coal, steel
‘and iron ore in the various countries of the Community,
‘and is also examining the question of export agreements.
‘A great deal of this work is already concluded, and the
High Authority is now preparing the series of measures
which will .result in the hquldatlon or transformation of
these organizations. : Some  of the latter have' alréady
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anticipated the action of the High Authority by themselves
transforming their activities, so as to bring them into line
with the provisions of the Treaty.

Some of these organizations have already been
in existence for a long time and have a multiplicity of
functions. If they are simply liquidated overnight, supplies
to the common market or manpower employment condi-
tions may be jeopardized. It is for this reason that Section
12 of the Convention provides that the High Authorlty
must fix reasonable time-limits for the cessation of acti-
vities incompatible- with the Treaty. The High Authority
must closely examine the appropriate measures to be
taken, a task on which it is now engaged.

As regards concentrations, the High Authority
has adopted a realistic policy, which will make possible
regroupings allowing for a greater rationalization of
production in all cases where such new concentrations will
not run the risk of producing effects contrary to the
Treaty.

The three draft orders envisaged in application
of Article 66 of the Treaty were submitted already in
December to the Council of Ministers.

The first of these orders defines the elements
which make up the control of an enterprise. The second
lays down the conditions under which exemption from prior
application for authorization may by granted, in order to
save enterprises from requesting authorization for miner
concentrations or. for operations which obviously cannot
distort competition in the common market. The third
order defines what persons or enterprises are obliged, even
though they do not come under the jurisdiction of the
High Authority, to furnish information to the High Author-
ity in order that Article 66 of the Treaty may be applied.

After numerous lehghty exchanges of views
between the departments of the High Authority and
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governmental experts, the Council of Ministers placed on
the agenda of its meeting to be held on April 9 and 10,
1954, a consultation on these orders. Consultation alone is
required in the case of the first and third draft, while the
second will need the unanimous. agreement of the Council.

Section 4. — Development of the-common market

97. In order to contribute in the immediate future
towards maintaining. the level of activity pursued by the
Community’s industries and to :safeguard- the conditions
under which they may continuously develop, the High
Authority has an appropriate responsability and certain
courses of action are open to it.

This responsibility is clear from the Treaty as a
whole, but particularly from Articles 2 and 3, which state
that the mission of the Community is to contribute to the
expansion of the economy, the development of employment
and the improvement of the standard of living.

Its éourses of actibn may be analyzed as follows:

— definition of general objectives connected with
modernization, long-term planning of produc-
tion and expansion of productive capacity;

— provisions of facilities for the carrying-out of
investment programmes and the encourage-
‘ment of technical and economic research con-
.cerning the production and development of
coal and steel consumption;

— co-operation with the governments in order
‘to stabilize and influence consumption in
general.

Actions concerning investments and the financing
thereof will be discussed in the following chapter. In what
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follows will be found a description of work so far accom-
plished on the following points: definition of general objec-
tives and long-term forecasts of coal and steel require-
ments; technical research and increase in consumption;
co-operation with governments with a view to a general
policy of expansion.

GENERAL OBJECTIVES AND LONG-TERM FORECASTS

98. The general objectives are intended to serve as a
guide to enterprises in their investment schemes. By the
terms of the Treaty itself the fixing of production targets
proper is excluded. The reason is that such targets cannot
usefully be set except as part of a plan covering the whole
or the greater part of an economy, whereas the Commu-
nity has jurisdiction over two industries only. In addition,
the actual level of coal and steel production depends upon
that of general consumption which still belongs essentially
to those economic fields over which governments continue
to exercise their sovereignty.

Within the Community’s competence definite
significance attaches to the determination of objectives
relative to the expansion of production capacity. For it is
essential that effective capacity in the field of coal and
steel is such that the production of these commodities
cannot become a bottle-neck likely to impede the develop-
ment of the economy as a whole.

99. -Long-term forecasts of consumption and exports
‘are the basis for determining the production capacity to
be achieved. Work began at the.end of 1952 on this subject
has been continued; some progress was made in the
methods employed, resulting in certain adjustments to the
initial estimates. These changes affect the reference-
period (average of the years 1951 to 1953, in order to
neutralize the incidence of fluctuations of stocks on the
estimate of the real consumption of coal and steel) and
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the coefficients of elasticity in the demand for steel and
coal (with due regard to studies already made on the
competition of substitute products).

- The general conclusion, already outlined in the
Report on the situation of the Community at the beginning
of 1954, is that the capacity to be achieved in the steel
industry must be sufficient to ensure, if need be, a production
of 50 million metric tons by about 1957, and that 15 million
additional tons of coking coal, or a total of 20 million tons
of coal, should be available for the Community’s needs by
the same date. - :

'_100. But an estimate of consumption is not in itself
sufficient to fix the production capacity to be attained.
The steel industry is, and must remain, largely an exporting
industry. The Community is not self-sufficient and cannot
decide a priori that it will cover all its needs from its own
production. Any attempt to cover peak requirements of coal
from the Community’s own production may entail invest-
ments in the coal-mining industry which are a doubtful
economic proposition, and may lead to the creation of a
capacity which, being employed only part of the time,
would give rise to serious employment problems.

v It is thus not so much a question of fixing an
absolute figure representing desirable productive capacity,
as of determining under what conditions and as a result -
of what measures that capacity can be economically
achieved, in order to make the optium contribution to
overall economic expansion and to increased productivity
in the Community. The general objectives, which must be
concerned alike with modernization, long-term planning of
production and the expansion of productive capacity, will
be assured of all the greater unity inasmuch as they are
less directed towards.achieving a predetermined volume of
production than towards securing a lowering of costs.
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Such are the lines along which the High Author-
ity is directing its current work as regards.coal and steel.
It intends, before the ordinary session of the Common
Assembly, to hold an exchange of views on all these
matters with the Committee on Investments, Financial
Questions and Production Development.

' TECHNICAL RESEARCH AND INCREASE
IN CONSUMPTION OF COAL AND STEEL

Coal

101. In order to improve equilibrium in the coal market,
i. e., to cover from the Community’s own resources the
requirements of types and grades of which the quantities
are, or may become, insufficient, to ensure better supplies
to the market in general, and to increase the possibility
of utilizing coal not easily marketable, an initial series of
studies has already been undertaken.

102. ©  One of the aims is to encourage technical improve-
ments in hard coal carbonization, by making increased use
of qualities hitherto alledged to be difficult to coke and
so achieving a saving of corresponding quantities of bitu-
minous coal. Meetings of experts from the coal-mining and
iron and steel industries have already taken place, for
instahce in Lorraine and the Ruhr. After obtaining a
detailed insight into current research and experiments, the
. experts expressed the desire that carefully controlled
tests of different cokes — hard coke from the Netherlands
or the Ruhr and soft coke from the Saar or Lorraine —
should"be carried out in two blast furnaces of identical
pattern, working with the same ore and under the same
invariable conditions of operation. The tests would then
be reserved. ' )

A Belgian works in'the Charlerdi district has
expressed its readiness to offer two blast furnaces for



SECOND GENERAL REPORT - APRIL 1954 125

these experiments. The estimated total expenditure
amotunts to 1 million dollars (units of account), to which
the High Authority has decided to make a financial contri-
bution, subject to the unanimous agreement of the
Council of Ministers. : :

103. Other researches, also designed to secure the im-
proved utilization of coal, are being conducted into the
recently developed processes for the complete gasification
of low-grade ¢oal and into the use in large-scale surface
installations of grades of coal which cannot be easily
disposed of except locally.

104. Finally a committee of experts is watching the
application of the most rational technical processes for the
extraction of coal, which permits an increased yield, less
difficult working conditions and fewer accident risks. This
committee is co-ordinating research- carried out in the--
various coal-fields of the Community and is publishing the
results obtained, so as to popularize the use of new tech-
niques adapted to the peculiar conditions of individual
deposits. : o

Steel

105. In the iron, and steel industries. as in the coal
industry, the High Authority has undertaken to survey the
progress made by technical research, to improve co-ordina-
tion between research centres, and to make it possible to
pass more rapidly from the experimental stage to that of
industrial application. '

Three fields of research were first of all proposed:
the influence of the properties of coke on the operation of
blast ‘furnaces (closely linked with the researches in the
coal-mining industry, mentioned above), the improvement
of refractory materials, and the influence of rolling tempe-
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ratures on the quality of the products. In addition to these
questions, the experts were also called upon to examine
results obtained up to date in the improvement of basic
Bessemer steel by the use of oxygen, and they have propos-
ed to arrange for experiments on the operation of blast
furnaces under pressure.

This last process, which is expected to lead both
to a reduced specific consumption of coke and to increased
possibilities of using ore, fines, consists in raising the
pressure of the blast and of the waste gases; it is already
employed in American and British iron .and steel works,
but opinions are still divided as to its advantages, the
more so as the results may be widely different depending
upon the nature of the burden. A steel works in the Ruhr
is prepared to undertake trials in a blast furnace which
has just been blown in, first utilizing a mixture of German
and Swedish ore and then minette ore from Lorraine.

The cost of additional plant, of necessary altera-
tions and other expenses connected with this operation are
estimated at about 1 million dollars (units of account).
The High Authority has, in principle, decided to grant
financial assistance, subject once again to the unanimous
agreement of the Council of Ministers.

106.  In ordeér that consumers can'easily compare offers
from different producers, it is essential that there should
be a common nomenclature for iron and steel products in
the six cbuntries_. It would improve the operation of the
common market. A start has already been made on draw-
ing up such a nomenclature, in collaboration with repre-
sentatives of the standardization offices, producers and
cOnsumers, : ‘ '

167. . TFinally, contact has been established with the
national steel utilization offices, with the object of seeking
ways and means of arriving at a better co-ordination of
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efforts. Researches are concerned with such matters as
the study of fields in which steel has lost its markets to
the benefit of other materials (cement, wood, aluminium,
plastics, etc.) and the possibilities of new openings (steel
roof, supports for mines, public works, building, ete.). At
the same time, the experts are trying to find means of
providing producers and consumers with technical and
economic information which is all too frequently not avail-
able to them.

'CO-OPERATION WITH GOVERNMENTS
WITH A VIEW TO A GENERAL POLICY OF EXPANSION

108. The object of a general policy of expansion is to
increase real revenue. The mission of the European Coal
and Steel Community is to contribute, in harmony with the
general economy of the member States, to economic expan-
sion, the development-of employment and the improve-
ment of the standard.of living.

It is obvious that the general policy of expansion
and the policy followed in the coal and steel industry are
interdependent. The consumption of coal and steel very
largely depends upon the general economic situation; the
coal-mining and iron and steel industries have a decided
influence on wages and the development of employment,
as well as. on the volume of investments; and expenditure
on coal and steel represents, directly or indirectly, an im-
portant part in the consumer’s budget.

The statement by the Council of Ministers on
October 13, 1953, explicitely emphasized this 1nterdepen-
dence:

* 1. Desirous of ensuring the continuous develop-
ment of the Community and the expansion of the
national economies of its member States, as well
as of improving the standard of living, the six
governments agree forthwith to corisider, together
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with the High Authority, their general policy of
expansion and investment, so as to stabilize or
influence general consumption, in particular that
of the public services, and to harmonize this
general development with the programmes of the
High Authority.

2. They agree to hold a’ further Council meeting
as soon as possible, so that the High Authority
may make known to the governments the general
policy it intends to pursue in the coal-mining and
steel industries and state what action it considers

~ essential, oni a limited number of points, in order
to carry out the investment programmes of the
six countries and of the High Authority, and to
enable the Community to make the maximum
contribution to developing the economies of the
member States. '

3. They furthermore agree to study the trend
of the economic situation regularly, in common
with the High Authority.”

109. Article 46 stipulates that the High Authority,
taking account of the purposes assigned to the Commu-
nity, shall provide guidance for the action of all interested
parties by carrying on a permanent study of the develop-
ment of the market and price trends, by periodically
drawing up programmes giving forecasts, for guidance, of
production, consumption, exports and imports. Article 57
furthermore provides that the High Authority shall, in the
field of production, give preference to indirect means of
means of action, such as co-operation with governments to
stabilize or influence general consumption.

It is thus the task of the High Authority to
clarify, facilitate and stimulate the acticn of governments,
by assembling information, inviting exchanges of views
and, in the case of coal and steel, establishing short-term
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programmes containing forecasts and defining general
objectives. . _ -

Although the guidance so given by the High
Authority is binding neither on governments nor on enter-
prises, it may nevertheless have a' major influence on
European economic development and inject a new dynamic
spirit into the life of our countries.

110. In this sphere of active co-operation with the
governments, a distinction should be drawn between the
maintenance or development of short-term economic
activity and general long-term economic expansion.

Short-term measures

111. A working party, composed of experts appointed
on the one hand by governments and on the other by the
High Authority, has drawn up the framework for a
periodic report on the economic situation.

The initial proposals were as follows:

a) Observation of the economic situation must be
based on a statement showing the actual
prevailing conditions;

b) variations in the trend may be observed in
changes in the gross national product, both as
regards its structure and its volume;

c) variations in the national product may equally
well be caused by alterations in demand, i. e.,
by the use which is made of the national
product, as by changes in supply, i. e., in the
elements which make up the national product;
by means of a statement showing the factors
governing supply and demand, in the form of
a balance-sheet, a certain overall view can be
obtained of the trend of economic activity.
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The framework of the Report on the economlc
situation would thus appear as follows:

— development of the national product,
— use made of the national product,
— formation of the gross national product,

— comparison between supply and demand.

112, An analysis of the present economic situation,
brief statements on which will be found regularly in the
monthly reports of the High Authority leads to the follow-
ing conclusions.

Although the economic development in the more
.important countries of the world, especially in the United
States of America, does not as yet point to a business
revival, prices on the international raw material markets
have, since February last, tended to become perceptibly
firmer. The prices of a considerable number of raw
materials and commodities have risen noticeably. While
this applies essentially to food-stuffs and certain agricul-
tural products, the prices of some industrial raw materials
have also followed this general upward tendency. It is not
possible, at this stage, to make any definite appraisal as to
the stability and duration of this rise in prices, since it is
largely accounted for by reductions in output on the part
of the producers. The easier credit sitiation in most
countries has enabled the producers successfully to oppose
a further decline of prices. To this must be added that
stocks held by the trade and by consumers are obviously
not large enough to force the producers’ hands. Moreover,
a factor contributing to this rise in prices has been the fact
that stock purchases of raw materials required for military
purposes have been announced and have probably already
been carried through to some extent. .
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Since- the period of post-war reconstruction has
generally come to an end, even in Germany, consumers’
purchases are restricted to current requirements. Public
. expenditure is no longer increasing, and almost all coun-
tries are endeavouring to balance their budgets. '

4 .

Fi

Investment activity is stagnating. In some key-
industries, the volume of investments has even diminished
in absolute value. Admittedly, there are still considerable
openings for investment in a number of economic sectors,
in particular the building industry, and in a general way
for the modernization and rationalization of production -
methods, but the development of building is seriously
hampered because of the relatively high cost of basic raw
materials and, generally speaking, 1nvestments are hinder-
ed by the high cost of financing.

The demand from third countries for products of
the Community has become generally weaker, except as
regards exports to the United States. All European
countries are hindered in selling abroad because the coun-
tries producing raw materials are obliged — in case of a
falling-off in purchasing power, due to the reduction in
the price of their products — to cut down their imports.

113. . Industrial production in 1953 was little more than
4% above the 1952 level, but the increase was due solely
to favourable developments in Germany, Italy and the
Netherlands, whereas in Belgium, France and Luxembourg
stagnation or even recession was observed. However, it
seems doubtful whether the countries in the first group
will this year keep up this progress in production, which
has so far been rapid; in Germany and Italy, the unemploy-
ment figures are today higher than last year, and in
various countries the reduction in working hours in certain
basic industries, in particular the coal mines, is causing
a lowering of general revenué.
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The volume of credit is growing only very slight-
ly, credits granted to private enterprises are almost
entirely off-set by new savings. The stock market was
fairly active; the issues were mamly public or semi- pubhc
loans

The volume of imports is diminishing partly as a
result of good harvests in the countriés of the Community
and of the relatively sharp fall in import prices, but espe-
cially because of the reduced demand in Community coun-
tries. Reserves of gold and foreign exchange held by the
© note-issuing banks are increasing. simultaneously with the
liquid assets of the banks. ‘ '

In short, economic activity in the countries of the
Communtty is still being maintained at a high level, and
there are no signs heralding an imminent worsening of the
economic situation, but there is still a lack of sufficiently
strong and sufficiently widespread impulses to guarantee a
persistent zmprovement in productzon employment and con-
sumption.

Long-term measures

114. - Simultaneously with research into the bas1c prin
ciples of co-operation between the High Authorlty and the
governments to stimulate short-term economic activity, a
study has been undertaken of the conditions necessary to
a general policy of expansion and investment. ‘

The government and High ' Authority experts
began to draw up a list of factors exercising an influence
on the overall consumption of coal and steel. The object.
of the questionnaires prepared is, in particular, to crysta-
lize estimates and probable prospects of an increase in the
national product and in industrial production, and to
determine the essential objectives and means of introduc-
ing a general policy of ‘expansion, the conditions required
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for executing such a policy, and the factors likely to have
an influence on investment programmes. The first replies
received from the various national delegations arrived at
the beginning of March, but it has not yet been possible
to make full use of all their contents. In particular, the
replies to the questions dealing with the expansion and
investment policy are not sufficiently clear-cut in the case
of several countries to enable an opinion to be formed on
the long-term trend of coal and steel consumption.

It is nevertheless possible in the table which
follows to summarize some of the figures showing develop-
ments to date and to draw a few conclusions for the
future: '

TABLE Ne° 9

Development of the gross national produect
in the countries of the Community ()

{estimate based on 1951 prices)

Average annualrate Variations Level reached

of increase from from in 1953

1949-1953 1952-1953 (1951 =100)
Belgium. . . . . . . . 1.2 9, + 2.09% i1
France . . . . . . . . 3.3 9 — 299% 98
Germany . . . . . . . 11.2 9%, + 549 110
Italy . . . . ... .. 55 9% + 6.89% 106
Luxembourg . . . . . 4.4 9, —15.6 % 90
Netherlands . . . . . . 43 9% + 444 % 105
Community . . . . .. 6.0 % + 209% 104

(*) The national product of the various countries has been calculated in dollars
(Units of Account of the European Payments Union) at the official rate of
exchange. The estimates for 1953 are provisional; it is probable that the varia-
tions for Belgium and Luxembourg are too high, for the former in a positive
and for the latter in a negative sens.

From 1949 to 1953, the average gross product in
the countries of the Community rose annually by about
6%. From 1952 to 1953, it no longer increased by more
than a bare 2%, and in 1953, its *~"ume must have exceed-
ed that of 1951 by about 4%. With the exception of Italy,



SECOND GENERAL REPORT - APRIL 1954 135

the increase in the national product has slowed down decid-
edly in all Community countries.

115. The part played by industry in the formation of
the national product averages from 40 to about 42%: 34%
in Italy, 40—41% in France and the Netherlands, and 52%
in Germany. The average rate of increase of industrial
production rose to 9% per annum for the last four years
and still reached 4% from 1952 to 1953.

116. Neither the rate of increase of the national
product nor that of industrial production for the period
1949-1953 may to considered as determining future develop-
ments, for

— in 1949, -post-war reconstruction was not yet
completed in any country of the Community;

— the observed rates of "i.ncrease would appear to
have been exceptionally inflated by the boom
in 1951;

— the reference-period is too short to enable
conclusions to be drawn about the future.

Nevertheless, these global data enable interesting
comparisons to be drawn with recent trends ‘in the con-
sumption and export of coal and steel:

a) Coal. — From 1942—1943, the apparent consumption of
hard coal (production -+ imports — exports) was reduced in almost all
the countries of the Community while the national product and industrial
production generally continued to increase. It should be noted that from
1950 to 1952, on the contrary, consumption of hard coal increased, often
to"a greater extent than the national product or industrial production.



136 EUROPEAN COAL AND STEEL COMMUNITY

TABLE N» 10

Apparent consumption of hard coal
compared with the natjional product and indusirial production

(1950 = 100)
e Industrial Apparent
Grossr::;]’;gnal production . consumption
P (excl. building) of hard coal

[1951] 1952 | 1953 1951 | 1952 | 1953] 1951] 1952] 1953

Belgium. . | 97.8] 97.0/ 99.2|| 114.7] 111.8 110.8] 119 | 107 102
France (*) . [103.7) 104.5{ 102.4 143.4| 148.0] 113.9] 115| 112 103
Germany . [117.5{ 125.0; 119.0]| 119.8] 128.6| 138.9) 114{ 122 107
Ttaly . . . |108.6] 111.5] 119.4] 113.9] 115.7] 125.21 122| 101} 100
Luxembourg | 118.3| 125.4] 108.7 122.9' 122.9] 112.47 128 137 99
Netherlands |100.9] 104.7] 106.2| 104.5| 105.4 419.4] 105| 104 101

(*) Including the Saar, so far as concerns industrial production and hard coal
consumption,

The relative fall in the consumption of hard coal in 1953 is
probably due, on the one hand, to depletion of stocks held by consumers and,
on the other, to the replacement of coal by other sources of energy, as well
as to_a diminution of specific consumption itself under the influence of
technical progress achieved in the use of fuels.

Any fresh setback in national economic progress would probably
lead to a still more pronounced reduction in the demand for coal — unless
there were an increase in purchases by consumers for stock-piling purposes.

b) Steel. — The apparent consumption of steel (production +

imports — exports) increased more heavily than investments during the
last two years:

TABLE Ne 11

Apparent consumption of steel and volume of investments

(1951 = 100)
Apparent Volume

consumption of steel of investments (%)
1950 | 1952 | 1953 | 1950 | 1952 | 1953
Belgium and Luxembourg | 98 104 88 107 97 98
Franceand Saar . . . . 81 130 | 105 83 93 93
Germany . . . . . . . 9 132 132 90 103 104
Ttaly . . . . . .. .. 83 114 118 70 105 111
Netherlands . . . . . . 91 97 103 100 91 100

(% Excluding building.
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However, towards the middle of the second half of 1953, the
apparent consumption of steel fell off more rapidly than the production of
the metal-processing industry. During the first two months of 1954, orders
received by the iron and steel industry were relatively good, a sign that the
market is approaching a state of balance.

¢) Influence of exports from the Community on the demand for
coal and steel. :

The demand from third countries, in particular from those
which.are producers of raw materials, for the industrial products of Western
Europe is adversely influenced by the American tendency towards recession
and by the restricted volume of imports into Western Europe.

The first factor is not capable of being affected by developments
in Europe; as regards-the second, imports into European countries are
decisively determined by the increase in the total production of the national
economies themselves.

117. From all this preliminary work the conclusion
may be drawn that the present increase in production in all
countries of the Community would appear too slight to
guarantee stability of employment in the coal and steel
industries.

Taking account of savings in the utilization of some
products and the substitution of competing products in wide
sections of industry, it may be estimated that an increase in
industrial production of 3% per annum would be necessary
to maintain production and employment in the coal-mining
industry on the same level. It will depend upon the internal
and external position of each country, as well as upon the
economic policy of the governments, whether the pre-
requisite conditions for such an expansion can be created.
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CHAPTER FOUR

INVESTMENTS ANVD‘ THEIR FINANCING

118. As has already been explained in the Report on
the Situation of the Community at the beginning of 1954,
the High Authority, while taking steps to establish its own
credit so as to be able to open up new sources of capital to
the industries of the Community, has been continuing to
make preparations for its next steps in the field of invest-
ment.

Carried on simultaneously with a first study of
the general objectives to be set (1), this preparatory work
has, in accordance with the wishes of the Assembly, borne
principally. upon the extent and type of investments now
under way in the Community and on the present conditions
for financing such investments.

Current investments

119. At the beginning of 1954, as during the preceding
year, the High Authority conducted an enquiry into the
investments under way in the industries of the Commu-
nity (2). The first results of this enquiry are set out below.

(%) See Report on the Situation of the Community at the beginning of 1954, Nos 21
to 37 and Ne» 98 to 100 above. -
(*) The High Authority defines as invesiments:

.— expenditure on new plant or investments proper;

— expenditure on replacement of existing plant for the purpose of maintaining
or increasing production capacities or raising the productivity of the enter-
prise; . .

— expenditure on maintenance and capital repairs exceeding $§ 500,000 in the
coal-mining and iron and steel industries and $ 200,000 in the lignite and
jron ore industries. S i . . -

These investments are considered as under way if the sum of orders placed on

January 1 for plant or constructional work represents at least 109% of the

total estimates. '
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They should be used with reservations for comparisons
between investments under way on January 1, 1954 and on
January 1, 1953. There can be no question but that the
volume of investments under way in 1953 was reduced
under the influence of the general economic development
and partlcularly of financing difficulties. '

TABLE N° 12
Current investments in the 'Communii.y Q)]

(in millions of dollars)

Ason January 1, 1953 ” Ason January 1, 1954
Expenditure yet -
In % of | Total ||In % of to be made
Total | total | expen-| total
expen- | expen- | diture || expen- In 9% of
diture | diture | invol- || diture amount
invol- | invol- | ved (¥) | invol- |Amount]of each
ved () | ved ved industry
Hard coal industry .
®® ... L1 | 4059% | 1,497 |4099% | 721 |48.6%
Iron and steel in- .
dustry . . . .| 1,747 13889 | 1,220 133.3% | 654 |53.6%
Coking Plants (5) 397 | 9.0% 388 (140.6% | 150 |387%
Lignite Industries
G¢ ... .| 400 | 9.0% 461 |1 1269 | 346 [75.0%
Iron ore mines. . . 120 | 2.79 96 || 26% | 54 |5663%
Total . . .| 4425 |100.0% | 3,662 ||[100.0 % | 1,931 } 52,7 %

(*) Excluding construction of workers’ housing;

(*) Excluding interest on capital during construction;

(®) Including thermal power stations, but excluding cokeries;
(4 Including patent fuel plants;

(5) All coking plants producing metallurgical coke:

(°) Including plants for producing low. -temperature coke.

120..- : The following five ta,bles._provide a survey of cur-
rent investments and the net increase expected in capacity.

- Four explanatory remarks, apphcable to all the
1ndustmes, are necessary concerning capacity:

", - . a) by the net increase in capacity we understand
the increase in the nominal capacity of a mine,
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works, coking plant or thermal power station
between the beginning of 1954 and the
beginning of 1958, expected from the comple-
tion of current investments, after deduction of

" capacity of plants closed down;

b)

the amounts of expenditure cover all work
under way even if some increases in capacity
will not be obtained until after the beginning
of 1958; : ‘

the increase in net production capacity does
not correspond exactly to the increase in

‘maximum production: there will generally be

. a margin of 5 to 15% between theoretical

d)

capacity and capacity actually attained;

finally, the result expected from investments
under way does not involve exclusively an
increase of capacity or of production, but to
as great an extent also the maintenance of
present capacities of some plants with an
increase in productivity; it is extremely
difficult to classify investments according to
these two criteria; any investment tending
toward rationalization and modernization of
existing capacities will usually result in some
increase of these capacities: in fact, a con-
siderable part of the net increase in capacity
indicated is expected from a large number of
measures calculated to raise productivity.
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HARD COAL INDUSTRY

TABLE N° 13

Current investments in the hard-coal industry

{in millions of dollars)

Ason Ason
Januar January 1,
1, 195 1954

Total Total Expen-
expen- expen- diture
diture diture yetto

involved involved be made

Net Increase
in Capacity at
beginning of 1958

1,310 1,054 592

Mine-owned coking

955 250 107

Independent coking

plants

84 86 25

Thermal power

17 - 47.5 million metric tons
net extraction per, annum

5 to 6 million metric tons
of coke per annum

1 to 1.5 million metric tons
of coke per annum

stationis . . . 463 428 127 - 850 to 950,000 kW
Patent fuel plants 18 15 8 0.5 to 0.6 million metric
tons per annum
Total . . . 2,130 1,833 839
121. Of the total amount of investments under way at

‘the beginning of 1954, that is $ 1,833 million, expenditures
yet to be made represent about 47%. From one year to the
next, expenditures to be made have decreased by 40%, a
fact which would seem to reflect a considerable slowing
down of the rhythm of new investments.

A study of investments under Way.by type of
plants gives rise: to the following observations:

— for investments in pits, a very sizeable drop is recorded from
one year to the next; the net increase in production capa-
city at the beginning of 1958 is about 17 million metric
tons per annum in respect of the net extraction in the
Community, 11 to 12 million tons of which would be pro-
duced in the coal-fields of the Ruhr;

— in mine-owned as well as independent coking plants where
the thythm of investments under way remains at the same
level for the whole Community, it can be expected that
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-

the theoretical through-put capacity will rise from 53 million
metric tons at the beginning of 1954 to 60 million metric tons
at the beginning of 1958.;

— in pit-head power stations, there is also a sizeable falling-off;
the slowing down of investment activity in this sector which’
offers considerable scope for the application of measures of
improvement and modernization, is partly accounted for by
the completion of some large-scale projects; at the begin-
ning of 1958 power installed will be expanded bZ about
900,000 kW as compared with the beginning of 1954;

. — in hard-coal patent fuel plants which account for a relatively
small amount, the total of investments under way is likewise
reduced; the estimated production capacity should increase
by about half a million metric tons between now and the
beginning of 1957. .

On the whole, the sizeable drop recorded in expen-
ditures still to be made in respect of investments under way
both for pits and pit-head power stations cannot fail to give

rise to certain apprehensions.

LIGNITE INDUSTRY
TABLE N° 14
Current investments in the lignite industry
) (in millions of dollars)

Ason Ason
January  January i, Net increase
41,1953 1954 in capacity
at the beginning
Total Total Expen- of 1958
expen- expen- diture
diture diture yetto
involved involved be made
Mines . . .. ... 326 359 279 6 to 7 million metric
tons mined per annum

Briquetting and low-

temperature coking
plants . . . . . 58 36 26 0.5 million metric
tons per annum (1956)

Thermal power stations 16 66 i 135 to 140,000 kW
Total . . . 400 461 346
122, _The amount of current investment has gone up

from one year to another; expenditures still to be made
have actually increased by 16%.
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_ A study of investments under way by type of
plants gives rise to-the following observations:

— in lignite mines, where investments are largest, we find an
intensified investment activity; the increase in mining
capacity should reach 6 to 7 million metric tons of crude
lignite;

— in brown-coal brigueiting plants, a sizeable drop must be
recorded; an increase in production capacity of about half
a million metric tons per annum may be expected (at the
beginning of 1956);-

— in loiu-temf)era_ture coke of lignite mines, which account for a
very small sum, investments are evolving normally and for
the most part involve a better utilization of low-grade fuels;

~— on the other hand, as regards the thermal power stations, the
amount of investments under way is particularly high in
relation to the preceding vear due to initiation of a major
programme designed to increase the production of electricity
in order to utilize a considerable part of the low-grade
lignite production which is unsuitable for briquetting.

It should be noted that, as far as lignite used

" otherwise than for the manufacture of patent fuel and low-

temperature coke is concerned,  the action of the High

Authority is limited to exceptional cases. (Annex I, num-
ber 3 of the Treaty.) '

IRON. ORE MINES

TABLE N° 15

Current investments in the iron ore mines -
(in millions of dollars)

Ason Ason
January January 1, v
1,1953 1954 Net increase
. in capacity
Total Total Expen- at the beginning
expen- expen- diture of 1958
diture diture yetto
involved involved be made
Mines . . .. ... 109 84 48 10 to 10.5 million
metric tons of black
Ore-dressing at mines 11 12 6 ore mined per annum

Total . . . 120 96 54
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123. The total amount of investments under way at
the beginning of 1954 is § 96 million. This indicates a drop
of 20% from the total amount of investments under way

at the beginning of 1953.

Expenditures still to be made for current invest-
ments show decrease from $ 90 to $ 54 million, or
$ 36 million from one year to the other.

A sector-by-sector study shows:

— for the mines proper, a slowing down in the rhythm of invest-
ments; the increase in extraction capacity resulting from
these investments will reach 9 million metric tons of black
ore annually at the beginning of 1956, and 10 to 10.5 mil-
lion metric.tons at the beginming of 1957; two thirds of this
increase in capacity would come from the coal-fields of
Eastern France;

— for ore-dressing plants at the mines, an acceleration in the
rate of investment; this trend of investments will bring
about an improvement in the commercial value of most
low-grade ores.

IRON AND STEEL INDUSTRY

TABLE N° 16
Current investments in the iron and steel industry
(in millions of dollars)

Ason January 1, Ason January 1,
1953

Total Expendi- Total Expendi-
expendi- turesyet expendi- turesyet
ture to be ture tobe

involved made involved made

Preparation of charges . 16 38 33 22 .
Blast furnaces . . . . . .. 177 122 127 70
Basic Bessemer steel works . . 87 60 54 35

Open-hearth steel works. . . . 132 73 53 22
Electric and other steel works . 31 19 24 11
Rollingmills .- . . . .. .. 982 598 164 415
Total 1,455 910 1,055 575
Coking plants . . . . . . . . 58 35 52 18
Thermal power stations . . . . 142 80 76 39
Miscellaneous . . . . . . . . 120 66 90 40
Grand total . . . 1,775 1,091 1,273 672
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124, These data, which are still provisional for 1954,
are not entirely comparable because the questionnaires were
drawn up differently for two years. In 1953, the question-
naire was concerned only with current investments; in
1954, the following factors were considered: investments
completed during 1953, those under way on January 1,
1954 ant those to be started in 1954.

It would, however, seem possible to draw some
conclusions:

— the lower total in respect of work under way '
indicates an overall curtailment in these
schemes;

-— the relative reduction in expenditures yet to
be made shows greater progress in pro-
grammes under way.

These two facts show the value of work completed
during 1953 was much greater than the value of new
schemes undertaken during that year.

In general, the study of the questionnaires has
given the impression that attention has been turning away
from expansion toward modernization and rationalization.
A very marked curtailment in expenditures for steel works
and the size of the work undertaken on rolling mills clearly
‘confirm this tendency.

The sizeable decrease in work on thermal power
stations is the effect of the completion of certain major
schemes in 1853. On the other hand, the volume of work
on coking plants has diminished only very slightly.

125. Details of the forecasts of increased capacity
resulting from investments completed during 1953, those
under way at the beginning of 1954 and those to be under-
taken in 1954 are shown in the following table:
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TABLE N-° 17

Increases in capacity resulting from current
investments in the u'on and steel industry (1)

(in thousands of metric tons)

Increases in capacity Increase -
Prod d t b‘ ;r_lrelta.-
roduc- . under 0 be -tion to
tion in att?;lned way on | started totals | Produc-
1952 1953 Jan. 1, in 45 1| tion in
) 1954 | 1954 1952
PIG-IRON . . .| 34740 | 1,255 | 2,267 | 1,478 | 5000 | 149
STEELS: . l , . .
basic Bessemer. 22,987 1,462 1,460 1,003 | 3,925 | 179
‘ open-hearth . .| 15,198 1,913 1,539 351 [ 3,803 | 259
electric and other | 3,628 158 425 285 868 | 249
Total steels . . .| 41,813 ]‘43,533 3,424 | 1,639 | 8,596 | 20.59%
FINISHED ’ 1 ' |
PRODUCTS: | | ‘
railway material | 1,440 2 e :
heavy sections . | 2,712 g 100 250 150 500 8
semis for tubes . 2,136 ) S

light sections. .| 10,176 400 1,300 600 12,300 | 239
wire .. . . .| 2,844 ’ — 1,200 100 (1,300 | 45 %
Costrip ... 2,076 180 600 260 11,040 | 509
platesover3mm | 4,284 400 1,800 560 2,760 | 629
plates and sheets

" under 3mm . . 2,844 720 1,300 680 2,700 ’ 959,
Total Finished _
Products . . . 28, 512 1,800 6,450 2,350 | 10,600 37 %

() Investments completed durmg 1953, under way at the beginning of 1954 or to
.- be’ lmdertaken in 1954.

126. Insofar as pig-iron and steel production is con-
cerned, the increases announced by the companies aim at.a
production capacity of about 50 million metric tons of steel
by 1957 or 1958. It must be noted, however, that “complet-
ed”-work represents a much higher proportion of the in-
crease than work yet to be undertaken. This fact points
‘to two things: on the one hand, the completion of major
post-war programmes in respect of new constructions
(““Solac”, Cornigliano) as well as reconstruction (Hamborn,
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Mondeville, Piombino, Watenstedt, etc.), and on the other
hand, a tendency to curtail steel production development
schemes in order to give a greater impetus to programmes
concerned with modernization and the lowering of produc-
tion costs. Most of the schemes connected with steel pro-
duction envisaged for 1954 are concerned with the removal
of bottlenecks in supplies to up-to-date mills i. e. pro-
grammes for harmonizing production which at the same
time aim at a lowering of production costs.

As for the different types of steel, the overall
picture shows a relatively greater increase of open-hearth
and electric steel than for basic Bessemer; it seems, how-
ever, that in the case of programmes yet to be undertakeén,
the reverse tendency is revealed, a development which is
more in line with the new possibilities of basic Bessemer
steel refined with oxygen and the necessity for having in
mind a reduction in the relative proportion of scrap in the
production of steel.

The most interesting information emerges from
the percentage of increase within each large category of
finished products.

They reveal the relative decline in the production
of heavy sections in favour of light sections and wire, and
above all the increasing proportions of the production
accounted for by flat products. This is the same develop-
ment as that which has been registered in the United Sta-
tes, Great Britain, ete. It is due to research into cheaper
building methods, and to the development of new tech-
nigques in the use of plates and sheets. Flat products
account for 32% of the production in 1952; this percentage
should rise to about 40% by 1958, if all increases in capa-
city are taken into consideration.

Similar efforts are being made in respect of semi-
, flmshed products (blooming mills, slabbing mills, billeting
mills, wide-strip mills) to ensure the production of finished
products under the best conditions. It certainly appears
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that the greatest reduction in production costs is possible
in the rolling mills. Consequently, it is not surprising that
expenditures for rolling mills represent more than 50% of
all the expenditures envisaged in the iron and steel in-
dustry.

Present-day terms for financing .

127. An enquiry made in 1953 among the various trade
and manufacturers’ associations of the Community’s in-
dustries made it possible to compile statistics on the finane-
ing of investments in the different countries of the Com-
munity. These data were then submltted to six financial
experts, one from each of the member countries. In the
course of the many meetings which this committee of ex-
perts held at Luxembourg towards the end of 1953 and at
the beginning of 1954, it was possible to discuss, clarlfy and
complete these data.

This work enabled the services of the High Author-
1ty to draw important conclusmns as to the systems of
financing employed by the iron 4nd steel industry, the
coal-mining industry, smelting works and lignite mines.

The underlying concern of this enquiry was to
make the statistics collected as comparable as possible, in
order to obtain a coherent overall picture.

From the outset of this enquiry, the questions
were formulated in such a way as to eliminate, insofar as
possible, differences of conception or definition between the
various regions and coal-fields.

In spite of these precautions, the various figures
compiled must be read with certain reservations. Some of
them, those in respect of sources of financing other than
self-financing, could be cross-checked and thus are more
reliable than others, in particular the figures in respect of
the amount of the investments themselves and the enter-
prises own resources.
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Finally, it will be noted that the enquiry was ter-
minated at the beginning of 1954, at a time when the
accounts for 1953 had not yet been finally closed, so that
the 1953 figures are more or less estimates.

But irrespective of the implications of these reserl
vations, the scale of the figures is significant and permits
certain conclusions to be made on the financing of invest-
ments in the industries of the Community during the past
two years. :

128. Before examining the methods of flnancmg em-
ployed by each of the industries separately, we must stress
the great difficulty which all these industries are facing ml
procuring the necessary funds on acceptable terms. ’

The following table gives, for the past two years,
the total amount of funds which the enterprises have been
able to obtain outside their own resources, and that part
of that amount received from what should be the normal
sources of financing for the enterprises, that is, the issue
of shares and bonds, and loans from banking institutions
with a maturity of more than five years.

TABLE No 18

Means of financing at the disposal
of the enterprises of the Community

( in millions of dollars)

1952 1953
Public Issues Public Issues
and Loans for and Loan for .
more than more than.
5 years 5 years °
Total Total
Amount| in % Amount| in %
of total of total
Iron & Steel Industry . |335.3] 83.4 25 9 (14287 984 | 239
Coal-mining industry . 130507 70.8 23 9, ||344.4; 100.2 | 29 9% .
Iron ore Mines . . . . 6.5 2.4 379% | 12.4 1.2 | 109,
Lignite Mines. . . . . 8.0f — — 25417 — —
Total . . . . 654'.3] 156.3 [ 24 o {mo.z:! 199.8 | 259,
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This table shows that 75% of the funds which.the
enterprises have been able to obtain outside their own re-
sources, that is, about $ 500 million in 1952 and $ 600 million
in 1953, came from sources which cannot be considered as
normal because they come either from short-term bank loans
or American aid and public funds.

Furthermore, these funds can often be obtained
only at extremely high interest rates, frequently rising as
high as 8 to 9% and even higher. These few figures clearly
reveal the gravity of the problem of financing investments
in the Community and the urgency with which solutions
should be found. o

129. The principal aim of the enquiries in question was
to be able to compare methods of financing employed in the
various member countries for each of the large production
sectors. The overall investment figures brought to light by .
these enquiries do not correspond to a net increase in pro-
ductive capacity. These figures are concerned not with the
net amount of investments but with. all the work under-
taken by the enterprises, and thus include, in particular,
replacements and major repairs costing more than $ 500,000
(EPU units). Thus, the idea of investment as used here is
rather that of gross investment — less variations in the
value of stocks, and repairs costing less than $§ 500,000.

The definition of “enterprises’ own resources” is
very broad, since it inclides-all internal resources of the
ehterpr'ises used to finance investments as defined above;
these resources may arise from normal amortization,
deferred amortization, ploughing back a year’s net profitsor
reserves accumulated during previous years, or, in general,
from any recourse to the finances of the enterprises.

IRON AND STEEL INDUSTRY
130. The following table presents a general picture of

the methods of financing employed by the iron and steel
industry during 1952.and 1953.
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TABLE N° 19

Means of financing at the Disposal of the iron and steel industry
(in millions of dollars)

1952 1953
Public issues and loans for more than 5 years . . . . 83.1 98.4
Short and medium-term credits . . .". . . . . . 84.5 116.5
Public funds (included American aid) . . . . . . . 14841 155.1
Miscellaneous . . . . . . . . ... ... ... 19.6 58.7
Total external financing . . . . . . . . . . . .. 335.3 428,
Self-financing . . . . . . . ... ... 240.8 2321
Total of investments financed . . . . . P 576.1 660.8"

_ The first fact that stands out in this table is the
small proportion of the investments (14%) which the
enterprises have been able to finance, either in 1952 or in
1953, by calling upon the capital market. In order to eva-
luate these figures, it must be pointed out that the financ-
ing of the new plants of Cornigliano is included in the
public issues and loans running for more than 5 years; this
operation was carried out in Italy by a specialized financing
organization which issued bonds amounting to $ 53 million
during 1952 and 1953. $ 22.6 million worth of shares were
issued in 1952 and $ 24.9 million, in 1953.

The enterprises have turned to various sources of
financing in order to off-set this inadequacy of the money
market. The largest portion came from their own resources
which accounted for 42% of investments in 1952 and 36%
in 1953; banking institutions furnished 15% in 1952 and
16% in 1953; finally, public loans (including American aid)
covered 26% of investments in 1952 and 23% in 1953.

Of course, if the situation in each country of the
Community were examined separately, the above percen-
tages would vary considerably. For example, the percen-
tage represented by enterprises’ own resources is much
below the average in France and Italy, a fact which is
explained by the maintenance of a high level of investments
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and by the limited resources available for self-financing.
On the other hand, the percentage of enterprises’ own
resources is very high in Belgium and Luxembourg.

COAL-MINING INDUSTRY

131. Here, the situation is on the whole similar to that
of the iron and steel industry.

TABLE N° 20

Means of financing at the Disposal of the _Co_al-mining indus,t’ry
(in millions of dollars)

1952 1953
Public issues and loans for more than 5 years . . . 70.8 100.2
Short and medium-term credits . . . . . . . . . 66.0 88.4
Public funds, including ‘American aid . . . . . . 167.9 145.4
Miscellaneous . . . . . . . . . . . . . .. .. 03 . 107
- Total of external financing . . . . . . . . . . . 305.0 3441
Self-financing . . . . . . A oL 9 151.3
Total of Investments financed. . . . . e e e ‘ 532.9 495.4

The evolution which occurred in the coal-mining
industry from 1952 to 1953 must be underlined. While the
amount in respect of work carried out has varied but
slightly, the amount which the enterprises have been able
to allocate for investments from their own resources has
* sharply fallen off. This fact, which is explained by the
development of the coal market, reveals to what extent the
possibilities of carrying through investments in the coal-
mining industries is dependent upon the general economic
situation; stocks, in particular, place a heavy burden on the
finances of the enterprises. ‘

In order to be able to finance their investments,
the coal-mining industries of the Community were compelled
to find outside capital for 57% of their total investments
in 1952 and for 69% in 1953. ’
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The coal-mining industries of the Community have
not made a single issue of shares either in 1952 or in 1953.

Public issues brought in $ 38.4 million in 1952 and
$ 57 million in 1953, while the rest of long-term financing
came from insurance companies, semi-public and miscel-
laneous other organizations and foreign loans. -

The inadequacy of the money market has caused
the enterprises to call upon banks for temporary credits.
Although these are only short-term credits whose renewal
is generally uncertain, the interest rates are extremely
high, rising to 7.5% in Germany and 7 to 8% in France and
the Saar.

) Public financing is marked by a great diversity in
forms used and interest and amortization terms. In many
cases the reduction or different allocation of the counter-
part funds from American aid renders the continuance of
this financing uncertain.

IRON ORE MINES

132. The table below supplies the same information in
respect of the iron ore mines.

TABLE Ne° 21
Means of financing at the Disposal of the Irom ore Mines
{in millions of dollars)

1952 1953
Public issnes and loans for more than 5 years . . . 2.4 1.2
Short and medium-term credits . . . . . . . . . - 3.0 4.5
Public funds, mcludmg American aid . . . . . . 1.0 2.0
Miscellaneous . . . . . . . . . . . . ... .. 0.1 4.7
Total of external financing . . . . . . . . . . . 6.5 12.4
Self-financing . . . . . . .. ... 939 28.8

Total of Investments financed . . . . . . L 30.4 41.2
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LIGNITE MINES

133. In the case of lignite, only the production of
brown-coal brigquettes and low-temperature coke of lignite
fall under the jurisdiction of the High Authority in normal
circumstanceés. However, it is almost impossible to draw a
hard and fast line between investments for the production
of brown-coal briquettes and low-temperature coke of
lignite and investments for overall extraction of crude
lignite. For this reason, the table below gives the total
investments in lignite mines.

TABLE Ne 22
Means of finansing at the Disposal of the Lignite Mines
: : (in millions o} dollurs)

1952 1953
‘Public issues and loans for more than 5 years . . . — —
Short and medium term credits ~ .. . . . . . . 34 21.5
Public funds, including American aid ... . . . . . 2.4 - 3.0
Miscellaneous™ . . . . . . . . . ... ... .. 2.3 0.6
Total of external financing . . . . . . . . . . . . 1.8 25.1
Self-financing . . . . . . . L o 265 - 395
Total of investments financed. . . . . . . . . . . 34.3 64.6

Practically speaking, only two member countries of the
Community, Germany and the Netherlands, produce brown-
- ‘coal briquettes, and production in the Netherlands is about
0.5% of that in Germany. It may be noted that the amount
of bank credits has increased 7 times from 1952 to 1953.
This is partially due to pro-financing ($ 15 million in 1953)
by the banks of “aid for investments” (Investitionshilfe),
which. will subsequently be consolidated in the form of
bonds.

134. Financing from external sources is a problem in
all the industriés of the Community. As has been shown
~ dbove, only 25% of this-financing.is at present. obtained from
long-term financing, while 75% comes from short-term bank
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credits, American aid and public funds. Financing by these
means to such an extent cannot continue.

135.° The other disquieting aspect of present methods
of financing is cost. Some calculations have been made on
financing in the coal-mining industry, and the conclusions
drawn therefrom are equally applicable to financing in the
other industries of the Community.

In order to assess the burden of financial charges
on BEuropean coal production, an attempt has been made to
form an average estimate from the various methods of
financing practised in the different countries. On the basis
of this study, it appears that the 350 odd million dollars of
external funds obtained by the enterprises in 1953 impose a
charge (for interest and amortization) upon the resources
of the coal-mining industry of the Community in the order of
$ 45 million per annum. The total annual charges payable
on loans contracted by the coal-mining industry of the Com-
munity thus average more than 13%, that is, for practical
purposes, the equivalent of a ten-year loan at 6%.

This burden is even greater since it is cumulative,
that is, the charges on loans contracted each year are
added to those on loans taken up in preceding years. Thus
after several years, if the level of investments remains
constant or, to a still greater degree, if it rises, financial
charges can represent such a burden that the enterprises
will no longer be able to find the necessary sums within
their production costs and amortization reserves to meet
their financial obligations. Thus is can happen that the
purpose of the investments will be thwarted because the
results of modernization are off-set by the burden of
financial charges.

- The situation is completely different in those
countries which have been able to maintain sounder con-
ditions of financing. This is the case in Great Britain
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where interest rates are about 4 to 5% for loans with a
20 to 25-year maturity, and even more so in the United
States where intérest rates vary between 3 and 4% for
similar amortization periods. It is even the case in certain
Community such as the Netherlands, and, to a lesser
extent, Belgium.

The following figures underline the difference
between these various examples: while the annuity for
loans taken up by-the enterprises of the Community at
6% over 10 years averages more than 13%, it amounts to
only 7% in the case of a loan at 4% ever 20 years.

' Thus, the re-establishment of normal terms of
financing constitutes, for the Community, a fundamental
objective on which the whole future of European industry
depends.

COI\fSTRUCTION OF WORKERS’ HOUSES

136. A review of the present situation of financing
in the Community’s industries would be incomplete. if it
did not also take into account the investments carried out
in the field of worker’s housing.

137.  During the past few years, financing of construc-
tion of workers’ houses in the Community has come up
against two major difficulties: the general scarcity of
long-term capital and an extremely high rate of interest
charged on such capital.

Since the end of the war, the extensive require-
ments for the re-equipment and modernization of industry
have drained off the greater part of available capital and
have contributed to sending interest rates up to abnormally
high levels. In order to remedy this lack of housing in the
Community, the limited capital available must be directed
into the construction of those houses which will be of
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greatest benefit from both the social and the economic
point of view.,

In those cases where the necessary capital is
available, the problem arises as to whether or not invest-
ments in housing construction are profitable; for, in all
of the countries of the Community rents are too low to
cover the annual financial charges connected with housmg
construction.

In order to carry through the building pro-
grammes, the governments are obliged to step in to reduce
the difference between these annual charges and the
revenue from rents. Various means are employed for this
purpose: one-time or annually recurring non-reimbursable
grants, loans at reduced rates of interest, ete. ‘

Insofar as governmental subsidies are insufficient,
the enterprises themselves are obliged to contribute toward
the fina-ncing of the construction of workers’ housing.

138. The High Authorlty could take action to help in
resolving these difficulties by granting loans and giving
guarantees.

Then again, there are several possibilities which
may be considered with a view to closing the gap between
the annual charges and the revenue from rents, viz.:

— to reduce construction costs, the High Author-
ity might encourage the continuous develop-
ment of large-scale building programmes,
planned and executed on the most economic
lines (1) ; .

— to reduce the annual charges on loans, a lower
rate. of interest and longer .amortization
periods than those now available on the
markets of the Community would be particul-
arly helpful,

(‘) See N° 152 below,
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' The product of the general levy and how it is used

139. From the very first day, one of the main preoccu-
pations of the High Authority has been to establish the
credit standing of the Community in order to mobilize
resources which would enable it to contribute to the
financing of capital investments of the enterprises.

Primarily in order to prepare itself for the ful-
filment of its tasks in this field, the High Authority
imposed, early in 1953, a levy on the coal and steel
production. The largest part of the revenue from this levy
is to be used as a basis for the financial liabilities which
the High Authority will be incurring in the interests of
the enterprises. The funds represented by this levy are,
therefore, far from being immobilized. On the contrary,
they will make it possible to providé the industry of the
Community with considerably larger financial means than
the amounts of which'it is being deprived by the payment
of this levy, and it was solely with this purpose in mind
that the High Authority introduced the system of
collecting this levy at a progressive rate which has
remained at 0.99% since July 1, 1953.

Between January 1, 1953 and January 31, 1954 (1),
the general levy produced, in the various national curren-
cies, the equivalent of § 43 million (E. P. U. units).

This amount may be broken down as follows
among the various products of the common market which
are subject to the levy:

Hard coal . . . . . 0.6 million dollars, or 1.4 %
Lignite . . . . . . 20.4 — 47.0 %
Pig-iron . . . . . 14 — 2.5 %
Basic Bessemer steel 7.4 — 17.0 %,
Other steels . . . . 8.6 — 20.0 %,
Finished products . 4.9 — 12.1 9%,

Total . . . 43.0 — 100.0 %,

(*) Accounts for receipts for the month of January were closed on March 15.
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The contributions of the enterprises of the six
member countries of the Community, broken down by
countries, are as follows:

Belgium. . . . . . 4.8 million dollars, or 11.0 9%,
France and Saar . . 12.7 —— 30.0 %,
Germany . . . . . 20.3 — 47.0 9,
Ttaly . . . . . .. 2.2 — 5.0 %
Luxembourg . . . 1.3 —_ 3.0 9%
The Netherlands . . 1.7 — 4.0 9%

Total . . . 43.0 — 100.0 %,

On March 31, 1954, actual receipts collected since
January 1, 1953, amounted to $§ 45.8 million (E.P.U.
units). " After deduction ‘of the administrative expenses
of the institutions, the balance in hand amounted to $ 35
million. This balance is used to cover three reserve funds
set up last January: the guarantee fund, the readaptation
fund, and the fund for technical research.

As the balance in hand on December 31, 1953
amounted to $ 24.2 million (E.P.U. units), it was decided
to transfer this balance to the fund for the guarantee of
future loans of the High Authority ($ 20 million) and to
the fund for the readaptation of workers ($ 4 million).

Furthermore, on the basis of estimates of the
product of the levy for the first six months of 1954
amounting to § 24 million (at the present rate of 0.9%),
it has also been decided to allocate, from the anticipated
revenue, $ 15 million to the guarantee fund, $ 3 million
for readaptation purposes and $ 1 million for technical
research. .

Administrative expenses are to remain limited
to $ 5 million.

On this basis, the allocation of resources as on.
March 31, 1954, presents the following picture:
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Administrative expenses up to March 31, 1954. . .

. . . $ 10.8 million

Guarantee fund . . . . . . . . . . .. $ 27.8 million
Readaptationfund . . . . . . . . . .. $ 56 7
Technical research fund . . . . . . . . . $ 05 7
Allocation for administrative expenses . . $§ 07 7

$ 346 7
Miscellaneous . . . . . . e e e

Total receipts from the general levy up to March 31,1954 . . .

... 8 04 07

$ 45.8 million
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CHAPTER FIVE
LABOUR PROBLEMS

140. In the light of the experience gained during the
first year of the common market, the High Authority has
been devoting serious attention to the whole complex of
problems raised by living and working conditions. Its chief
concern has been with questions of re-employment of
labour, the f[ree movement of workers, and the construc-
tion of workers’ houses; in each of these three fields deci-
sions have been taken, specific action been started, or
negotiations opened with the various governments.

During this same period, the High Authority has
also been continuing its action with respect to technical
training, workers’ safety and health precautions.

Finally, it has initiated investigations into wages
and terms of employment and has undertaken to draw up
a statement on the manpower situation in the industries of
the Community.

Re-Employment of Labour

141. Competition in the common market is designed
to make higher production possible. The investment policy
should promote a constant improvement of equipment and
a continued rise in productivity. But there is no
progress - without change, and change — no matter
what precautions are taken or how long the periods
envisaged — means the adaptation or elimination of the
inefficient producer. That is one of the essential conditions
for raising the standard of living. But in order to obtain
these results, a major obstacle must be overcome. Pro-
gress in Europe has often in the past been hindered by the
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desire to keep in operation even obsolete equipment and
unprofitable enterprises because of the very legitimate
fear of unemployment. Yet, to maintain such equipment
and enterprises impose a burden on all consumers.

‘The High Authority is constantly endeavouring,
to maintain a high level of employment in the whole
Commumty This for instance, is one of the conSIderatlons
Lnderlylng its definition of general objectives. It must
also ensure that economic and social progress is not
thwarted by a crystahzatlon of the ex1stmg structure of

employment in any region, locahty or enterprlse of the
Commumty

o Nothing is more important for the future of the
European economy than to resolve this contradiction
between the concern for a stable level of employment and
the 1mperat1ve needs of progress Workers must be pro-
obvious that the greatest da.nger ‘which would threaten
their standard of living would be to maintain conditions
of: production ‘and employment that .prevent all progress.

"® 'Itis for this reason that the Treaty has proViﬁe&
“readaptation” schemes to compensate workers who may
have to change employment as a result of these develop-
ments, to facilitate their resettlement and their technical
re-training where necessary, and to direct investments into

channels leadmg to productlve re-employment

142 When the ngh Authorlty recelves a request for
actlon from the government of one of the member States;
it exammes the merits of the request and ‘may decuie to
grant non-repayable ass15tance w1th the obJect of:: o

— contrlbutmg to the payment of compensatlon
to tide the workers over until they can .obtain
new -employment . (Article 56 :of .the.Treaty,

: Section 23,  Number: 4, .of . the Convention)-;
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— awarding grants to enterprises so as to ensure
that their personnel are paid in case of
temporary unemployment made necessary by
a change in the firms’ activities (Article 56

" of the Treaty, Sectlon 23, Number 4, of the
Convention) ; - ST

. — paying resettlement allowances to the workers
(Article 56 of the Treaty, Sectlon 23, Number
4, of the Conveéntion) ;

— financing the technical re-training of workers
who are led to change their employment
(Article 56 of the Treaty, Section 23, Number

. 4, of the Convention). '

The State in question must pay a special contri-
" bution at least equal to the amount of assistance granted

by the High Authority, unless an exception 1s .authorized
‘by 'a two-thirds majority of the Councﬂ :

Furthermore the ngh Authorlty may in certam
cases facilitate the flnancmg of such programrnes as’ it
may approve for the creation of new and economlcally
sound activities capable of assuring productive employ-
ment to discharged workers. It may do so in cases where
the introduction of technical processes or new equipment,
within the framework of the general objectives laid down
by - the High Authority, would lead to an exceptlonally
large reduction in labour requirements in the coal or steel
industries, making it especially difficult in one or more

" areas to re-employ the workers discharged. This financial
assistance may be granted either to the coal and iron and
steel industries or — with the agreement of the Councﬂ
— to the enterpnses of any other- mdustry

143. In order that it may take such action in sufficient
time and most effectively, the High Authority has
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requested the governments to submit regular information
on employment trends in the coal and steel industries so
that any cases calling for readaptation may be known
sufficiently in advance, and effective co-ordination to this
end be -established between the High Authority, the
national governments, the enterprises and the workers’
organizations. On February 4, 1954, the High Authority
suggested by letter to the governments of the member
States that a system of periodic consultation be set up
with its representatives. Most of the governments have
already agreed to this proposal.

In order to be able to act quickly, the High
Authority, as the Common Assembly was informed last
January, set up a reserve fund of $ 7 million (E.P.U. units)
from its resources on hand at the end of 1953 and its
receipts for the first six months of 1954.

Considering that in each case the governments
contribute at least an equal amount, the total sum will
permit the High Authority to meet the cost of re-employ-
ing from 12 to 15,000 workers, if necessary; in all pro-
bability, the amount is more than enough to cover the
expected requirements for 1954:

144. Up to the present time the High Authority has
been requested to take action in three cases:

1) A request made by the French Government concerning
150 workers from a mining enterprise in the Loire coal-fields
which was normally producing some 3,000 metric tons of coal
per month. The High Authority did not grant this request
because the unemployment compensation paid by the French
Government cannot be considered as a special contribution in
the sense of Section 23 of the Convention.

2) A second request by the French Government has just
received a favourable reply from the High Authority. It is with
respect to the grant of non-repayable assistance to carry through
a programme of the Charbonnages de France involving the
re-employment, over a three-year period, of approximately
5,000 miners from French Centre-Midi coal-field for whom em-

-ployment exists in the Lorraine collieries.
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Documents in support of this request were discussed: jointly
by representatives of the French Government, the- Char-
bonnages de France, the miners’ trade:unions (Confédération
Générale du Travail, Farce Ouvritre and Confédération frangaise' |
des Travailleurs chrétiens), and representatives of the High
Authority. .

The documents show that the re-employment of 5,000
miners over a three ~year period would entail an expenditure of
approximately 1 thousand million French francs to corver
— payment of a re-settlement compensation of 200,000 French

rancs 1o every miner who is head of a family, and of 75,000
francs to every unmarried miner;

— moving and transportation expenses of workers who are
compelled to change their residence.

The High Authority has decided to grant non-repayable
assistance covering half this expenditure; the French Govern-
ment has agreed — in accordance with the Treaty — to cover
the other half. :

Local committees made up of representatives. of workers
and mine owners, and a central committee in Paris, on which
the High Authority will be represented, will be set up at once
_in order to organize the voluntary movement of the miners from

the Centre-Midi coal-field to Lorraine, andto create the necessary
- conditions for this transfer to take place in-an atmosphere of
co-operation and understanding.

Futhermore, the French Government has requested a
loan from the High Authority for the construction of houses
in Lorraine to receive transferred workers who havé families.

3) The Italian Government has requested that the High
Authority act on the basis of Section 23 to ensure the re-em-
ployment of approximately 8,000 workers from the iron and
steel industry who have been discharged since September 1953
or whose dismissal is envisaged during the coming months.

The new prospects of competition ereated by the common
" market have accelerated the modernization programmes under
way during the past few years in the Italian iron and steel
industry; moreover, the provisions of the Treaty have deprived
the authorities of some of their traditicnal means of protecting
this industry. - .

Meetings are now taking ‘place between the Italian
Government and the High Authority in order to study the
programmes proposed by the Italian Government for the
re-employment.- of labour which has been dismissed; producers
and workers are being kept informed of these meétings.’

Upon the execution of these rogrammes‘will depend .
the action of the High Authority and the terms on which its
assistance will be granted. o :
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145. "The economic recession which occurred in 1952/53
was - accompanied by major structural changes in some
Community countries.

In France, for example, concentrations of works
in the iron and steel industry are causing reductions in
personnel which will be only gradually offset by new
€mployment openings in the processing industry. The
problem of the rehabilitation of workers thus forced to
change employment might be solved under the terms of
Section 23 of the Convention. This situation will be studied
within the framework of the periodic consultations
mentioned above.,

In Belgium, a request for action under the terms
of Article 56 of the Treaty and Section 23 of the Conven-
tion, may one day be made for certain marginal mines, but
" this matter cannot be considered until the technical and
economic studies carried out by the Belgian Government
and representatives of producers and workers have arrived
at definite conclusions.

In Germany, the employment situation in the
iron ore mines has deteriorated markedly in the last few
months. It would seem that this is chiefly due to diffi-
culties in marketing the output of the mines because of
competition from ores coming outside the Community.

146. As can be seen from this, the High Authority’s"
activity with regard to re-employment has made consi-
derable progress during recent months. Its future deve-
lopment is still difficult to predict, but it must be stressed
that this is the first time in the history of Europe that
such measures have been undertaken. They may well
have strong repercussions on the attitude of workers
towards the changes which occur as a result of increased
competition and technical progress. In some countries
similar schemes for workers in industries other than coal
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and steel are already being planned; this is one of the many
~ signs of the dynamic role which the Community plays in
the life of our six countries.

_ Free movement of labour-

147. The 'common market becomes a reality as the
obstacles to movement — not only of products, but also
of labour — are removed. Coal and steel workers should
be able to move without restriction or discrimination from
regions where work is slack to regions of greater activity.
Areas of over-employment and areas of under-employment
should no longer exist within a few miles of each other.
Furthermore, the free movement of workers is a determin-
ing factor in securing uniform improvements in working
and. living conditions. '

148. The workmg group which the High Authority
set up in March 1953 to study the measures to be pro-
posed to the governments for the implementation of the
obligations they have undertaken, completed its work in
November, and has forwarded its conclusions to the High
Authomty

On the basis of th1s report, the High Authority
announced to the .governments of the member States its

views on the application of Article 69, on December 16,
1953.

The ngh Authorlty considers that the member
States in subscibing to the application of Article 69 of the
Treaty, bound themselves to undertake certain measures.
Joint technical preparation is necessary to implement some
of these measures, e. g.:

— the definition of skilled jobs and conditions of
qualification of workers in the two industries
of the Community (Article 69, number 2);
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— the determination of what limitations must be
placed on the free movement of labour to
satisfy the fundamental needs of health and
public order (Article 69, numbers 1 and 2);

— the working out of administrative procedures
which will permit offers of and demands for
for employment in the Community as a whole
to be brought together (Article 69, number 2) ;

— arrangements to ensure that social security
measures do not stand in the way of the
movement of labour (Article 69, number 4).

Other measures do not require similar joint
preparation but can be taken by individual action on the
part of each State, e. g.:

— the adaptation of national immigration regula-
tions, in particular to facilitate the re-employ-
ment of those workers who come from the
coal and steel industries of member States but
who do not have “recognized qualifications”
in the sense ‘of Article 69 (Article 69,
number 3);

— the prohibition of any discrimination in pay-
ment and terms of employment as between
national and foreign workers (Axrticle 69,
number 4).

Moreover, the High Authority is of the opinion
that the implementation of Article 69 should go hand in
hand with the economic and social objectives of the Com-
munity, and that it should assist in enabling the workers
to choose freely from the whole territory of the Com-
munity, the enterprise in which they wish to work.

The High Authority, therefore, considers that the
provisions of Article 69 must apply to all workers in the
Community, with the following reservations:
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a) A situation must be avoided in which labour belonging
to other sectors of the economy would be able to claim
the benefits of Article 69 after having worked for a
few weeks in the coal and steel industries; consequently,
the High Authority is of the opinion that to benefit
by Article 69, a worker must have been employed for
at least two years in the-mines ‘or three years in the
iron and steel industry; ,

b) With respect to workers having ‘“‘recognized qualifica-
tions” in the technical sense, the High Authority has
expressed the opinion that they should benefit from
the provisions of Article 69 without any stipulation as-
to a minimum period of employment in addition to
their acknowledged qualification; such a measure would
prevent enterprises which recruit their labour force in
a market where the demand for employment exceeds
the jobs-available from remaining in a privileged posi--
tion, and ‘would reduce the excessive cost of recruit-
ment or technical training for those enterprises which
recruit'in’ & market where labour is more scarce.

In addition, the High Authority has suggested
that various implementing measures be set up: introduc-
tion of a ‘“free movement” permit; periodic exchanges
_between member States of lists of jobs available; adoption
of a common definition of skilled jobs and conditions of
qualification; the co-ordination of bilateral agreements and
the conclusion of a multilateral agreement on social
security applicable to workers having a nationality
different from that of the country in which they work.

149. The governments have taken note of these sug-
gestions and an intergovernmental conference on the free
movement of labour will open on May 17. At the High
Authority’s request, a.special conference on social security
problems has also been planned.
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Workers’ - Housing

150.. .- The policy for housing in the coal-mining and steel
industries forms an ‘integral part of the economic policy
of the High Authority.  Investments :for housing. are
indispensable; by improving the living conditions of the
workers, by helping to stabilize labour in the regions where
employment can.be maintained, by facilitating the move-
ment -of workers towards. enterprises in regions' where
production is'expanding, the.construction of housing should
play.an important role in.raising the productivity of both
new investments and present plant.

151. In order to set up criteria for action in this field
once its funds for flnancmg 1nvestments are assured, the
High Authority has’ undertaken research on the technical
and administrative, as well as on the economic and-finan-
cial aspects of the problem '

In the varlous countrles of the Communlty, the
bu11d1ng costs show marked differences; in general, they
are too high, and thie level of the rent of new housing is
beyond the reach of coal mlners and iron and steel workers

: --Consequently, in order to make its housing sub-
sidies as effective as possible; the High Authority considers
that they should be coupled with an effort to reduce
bulldmg costs

Experts from all the countrles were consulted ‘and
their unanimous opinion on this problem was that it was
desirable to make a comparison of building costs in order
to .ascertain ‘the. technical and.financial measures best
adapted to lowering the cost level. o

- Such an inquiry would: also provide an opportunity-
for research into- possible-new uses of steel in'the construc-
tion of workers” houses without:any. increase in cost. :
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152 With these considerations in mind, the High
Authority has decided in principle — provided that the
Council of Ministers unanimously agrees (Article 55,
number 2, letter ¢) — to assist this effort by earmarking
$ 1 million (E.P.U. units) for the financement of experi-
ments which would comprise the following elements:

a) the carrying out of a building programme which, while
limited, is large enough to furnish practical experimen-
tal data, viz.: — a total programme of 1,000 housing
units for the whole Community, divided among building
sites of at least 50 units, seems to fit this criterion;

b) research into the most efficient organization of sites;

c) research into the maximum rational use of steel com-
patible with reduction of construction costs;

d) the establishment of general common specifications
which would nevertheless make allowances for essential
regional differences, such as, for instance, variations
in climatic conditions; in order to draw up these general
specifications, the High Authority has charged a group
of architects from the six countries to draft plans for
a model housing unit suitable for a family with three
children of both sexes; these plans will serve as a basis

- for housing in the various industrial regions of the
Community;

e} a comparative analysis of building costs on the basis
of charts prepared after consultation with experts from
the various countries; these charts will make it possible
to break down building costs at each site into com-
parable items and thus enable later comparisons of
costs to be made;

f) limitation of the High Authority’s action to supplying
just enough assistance to stimulate the flow of capital
usually employed in this type of investments; a subsidy
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g)

153.

of 1,000 dollars per unit is envisaged (a housing unit
costs from about $ 4,000 to $ 6,000 at present) ;

institution in each area concerned of a joint committee
consisting of representatives of the public authorities,
producers, workers, and an observer from the High
Authority, this committee would advise on the location
of building sites and the conditions necessary to achiev-
ing the objectives set; it would, in addition, work to
establish contacts with national and regional organiza-
tions of professional, administrative and financial
groups in order to fac111tate future building pro-
grammes.

The break-down by areas of the programmes

envisaged, and the corresponding contributions of the High
Authority, would be as follows:

Subsidy
Number planned
of by the
Coal-field or Area Housing  High Authority
Units . (indollars)
Rubr. . .. ... .. 350 350,000
Lorraine . . . . . . . 150 150,000
Nord and Pas-de-Calais 100 100,000
Aix-la-Chapelle (Aachen) ' 50 50,000
Campine . . . . . . . 50 /50,000
Charleroi . . . . . . . 50 50,000
Lidge . . . . . . . .. 50 50,000
Dutch Limburg . . . . 50 50,000
Lombardy . . . . .. 50 50,000
Luxembourg . . . . . 50 50,000
Saar . . .. ... .. 50 50,000

Total . . . 1,000 1,000,000
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Technical training

154, The Community presents a unique opportunity
for each country and region to benefit from the experience
of others who have undertaken outstanding programmes
during the past few years.

: The cases of readaptation recently submitted to
the High Authority have shown the importance of ade-
quate technical training enabling workers to acquire
recognized qualifications, or profltably prepare themselves
for. new types of work :

The general scarcity of skilled labour and the
frequency with which insufficiently-trained supervisory
staff are encountered, are further pointers to the impor-
tance of this task. :

155. The High Authority has gathered detailed infor-
mation en technical training in the coal-mining industry of
* various countries; in the Ruhr and Dutch Limburg, it has
organized a study session on technical training of young
underground miners. The experts, themselves experienced
employers and workers, who attended these meetings, were
able to enquire in complete freedom into the methods used
in those two coal-fields and to judge the effects of tech-
nical training on recruitment and stability of labour,
safety of working conditions, ete. .

Furthermore, following this initial work together,
they expressed the hope that these problems would be
tackled on a Community-wide scale. They have-discovered
that while most of the countries have set up:systematic
programmes for technical training, there are-still some
which have considerable leeway to make up. It was evident
that the first step towards harmonization of training and
teaching methods on a European scale was an effective
exchange of mutual information.
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Consequently, the High Authority decided:

— to publish a complete monograph on the
technical training of young underground
miners in the Community countries: this
document will appear shortly;

— to analyze the various systems of technical
training in the coal-mining industry;

— to draw up an inventory of teaching aids,
particularly films, existing in the Community:
an exchange of films and teaching aids has
been organized which makes maximum use of
the right of free passage through customs and
of the advantages of the cultural agreements
concluded at the initiative of UNESCO and
ratifield by certain member States. The result
is a mutual increase in the availability of the
most modern technical aids, rendered possible
by the elimination of obstacles which language

~ differences and national prejudices still place
only too often in the path of educational
progress. .

Similar action in being undertaken in regard to
the steel industry.

Health and safety of workers

156. The rate of accidents in the Community is still
much too high. No doubt major advances have already
been made as regards safety regulations, care of the sick
and injured, and scientific research, but it is essentlal to
1ntens1fy efforts in this direction.

The High Authority has already prepared a pro-
gramme in this field and is resolved to carry it through.



178 EUROPEAN. COAL 'AND STEEL COMMUNITY

It has undertaken to develop existing contacts between
documentation and research institutes dealing with medi-
cine, health" and safety precautlons m the coal-mining
mdustry . ' T -

The ngh Authorlty W111 facﬂltate the exchange
of information on current research and will make foreign
publications and.their translations available to each insti-
tute. At its iritiative,- documentary and. bibliographical
work is being co-ordinated. As in the field of technical
training, the action of the. High Authority should ensure
that language barriers ‘are not an obstacle to exchange of
-1nformat10ns and progress ' : »

The ngh Authorlty is also collectmg statistical
,mformatlon to provide a basis for action with respect to
education in industrial . safety and the prevention of
-accidents. .. e :

» Fmally, at the 1mt1at1ve of a German research
1nst1tute the High Authorlty is taking a close interest in
'enqumes into the psychological and sociological factors
involved in accidents and the incidence of length of working
hours " and ' fatigue on the fréquency and gravity of
accidents.

Thus, benef1t1ng from expemence in one country
the High Authority is able to foster similar research in
other countries and so make it possible to compare results
of research on the problem of accident prevention and to
prepare energetic action in' this  domain.

‘ Wages and .terms of empleyment '

157. During the past months, the High Authority has
devoted a special effort to the task of studying wages and
the hourly cost of manpower in the industries of the Com-
munity. This was an entirely new and complex undertaking



SECOND GENERAL REPORT - APRIL '1954 179

because it was most difficult to compare statistics prepared
in the various countries, ' :

Two committees of experts, composed of repre-
sentatives of the governments, employers and workers’
organizations, have worked on this problem for more than
a year. They began by preparing a complete nomenclature
of all the elements which make up, on the one hand,
workers’ incomes, and, on the other, enterprises’ expend-
iture on wages and social charges. All these elements are
grouped . under several broad headings, and thus it is
possible — for the first time -— to make meaningful
comparisons.

The figures for 1952 are given below for the coal-
mining and iron and steel industries; others follow for the
iron ore mines. The committees are continuing their work
in an effort to improve the data for subsequent years, and
in particular, regarding the assessment of the value of
amenities in the form of housing, and the difference, in the
mines, between work underground and at the surface. The
study of differences from coal-field to coal-field will be con-
tinued simultaneously. Finally, work is in progress to find
means of expressing as clearly and completely as possible,
in terms of relative purchasing power, the various elements
which are now expressed in national currencies.

' COAL-MINING INDUSTRY

158. The following tables give, for the coal-mining
industry, the hourly rate of expenditure on wages and
related employers’ charges, and the average annual income
per worker. g
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TABLE

Cost of wages per hour and related employers’ charges per

Year
Germany Belgium

DM | % | B.frs.| %

Wages proper . . . . . . . . 1,982 100,0 | 30,20 | 100,0
Pay for stand-off days . . . 9,2 15
Social Security contributions . . . 32,8 16,4
Family allowances . . . . . . . 3,2 6,2
Sub-Total .. . . . . 2,878 1452 | 40,48 134,1
Cost of labour recruitment and training 10 ®
Allowances in kind and training . 11,4 6,6
Other social contributions . . . . 1,2 3,1
Taxesand dues . . . . . . . . — —
Grand Total . . . . 3,145 1,588 43,43 143,8

(M) This table, which deals with wages from the point of view of cost, must be
read In the light of the following definitions and explanations:

A. The data deal with collieries proper including the usual joint auxiliary services,
but excluding ancillary plants (coking plants, patent fuel plants, ete.).

B. Wages proper include the following items:

a) direct wages (direct wages to all colliery workers including supplemen-
tary pay for overtime); the wages of colliery workers employed in capital
investment projects are also included, and thus the data on wages cannot
be used to calculate costs; also included .are wages of apprentices and
colliery workers employed in the maintenance of workers’ houses, items
which in some countries are considered as social charges (for instance
this accounts for a reduction from about 78 to 70 % in social charges

in France);

b) ,,performance” bonuses and Christmas bonuses;
¢) wages for days of absence for trade union delegations and payment of

miners’ delegates;

d) various payments made In cash, excluding family allowances.
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Ne 23

worker (underground and surface) in the hard -coal mines (*)

1952

France Saar Italy (Sulcis) Netherlands

Fr. frs. % Fr. frs % Lire % Fl. %

187.88 | 100.0 | 198.55 | 100.0 | 176.79 | 100.0 | 1.638 | 100.0

7.8 9.9 7.9 8.4
17.5 25.4 30.6 26.9
18.2 12.3 12.4 8.8

269.75 | 143.5 | 293.15 | 447.6 | 266.72 | 1509 | 2.359 | 144.4

1.0 1.5 — | 68
18.3 9.9 11.7 Y

2.3 4.2 2.8 25

5.8 6.9 — -

320.21 | 170.4 337.65 | 170.1 292.41 | 165.4 2,643 161.4

C. Social charges are distributed as follows:

a) allowances for stand-off days (paid public holidays, statutory holidays
with pay, ete.);

b) social security (msurances health, disability, pension, unemployment,
accidents at work, etc.);

¢) family allowances (includmg all other direct or indirect family beneﬁts),

d) cost of labour recruitment and training;

e) allowances in kind and similar gratuities (concerning free coal and coal
at a reduced price, housing, and others):

f) other social contributions, in particular the social budget of the enter-
prises, transportation costs and reimbursement of workers’ removal
expenses;

g) taxes payable by employers on wages, and reimbursablé taxes (only in
France and the Saar).

(*) For Belgium, costs of recruitment and training of labour are included in ,,other
social contributions”,
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TABLE Ne° 24

Average annual income

per worker in the hard coal mines (')

Year 1952
Net-Income

Gur- Giross married |married

rencies Income Single | without | with 2

children |[children

1) Underground workers
Germany DM 5,658 4,286 4,729 5,102
Belgium. B. Fr. 87,855 74,865 75,4717 84,303
France F.Fr. 544,300 477,550 | 498,700 | 627,352
Saar . . . . F. Fr. 599,305 531,873 | 570,322 | 630,631
Italy (Sulcis). .| Lire 441,224 423,593 | 454,793 | 550,265
Netherlands . Fi. 4,919 3,548 4,035 4,512
2) Surface workers

Germany DM 4,161 3,255 3,611 3,871
Belgium. B. Fr. 59.519 51,997 52,141 60,883
France F.Fr. 400,400 349,300 | 362,000 | 490,652
Saar . . . . F. Fr. 387,754 343,895 | 374,013 | 431,072
Italy (Sulcis). Lire 422,441 406,029 | 437,229 | 532,701
Netherlands . Fl. 3,144 2,448 2,769 3,178

(") This table, which deals with wages from the point of view of income, must be
read in the light of the following definitions and explanations:
1) Annual income of worker is the income of a worker working every working

day with no absence except for holidays and without extra shifts;
2) Gross income is the sum of wages proper, allowances paid for stand-off days
and the value of allowances in kind and similar gratuities;
3) Net income is the gross inceme increased by family allowances and decreased
by contributions by the worker to social security and taxes and dues payable
by the worker on his wages;
4) The income figures are expressed in nafional currencies. Any conversion on
the basis of official rates into a single currency would lead to misleading
comparisons;
5) It was only possible to assess roughly the value of the ,,allowance in kind”
described as ,,housing’. However, this approximation is not such as to
change the total amount of annual income to any marked degree.
6) The differences between countries with respect to number of days worked
and holidays with pay, days actually paid and paid public holidays are
shown below:

a) Incomes correspond to the

following number of days worked and holidays

with pay: '
Belgium France Suaar Germany Italy _ Netherlands
295.5 303 297.5 304.25 3044. .
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b) The number of days actually paid (days worked plus holidays with pay
excluding public holidays) is: :

Belgium France Saar  German v Italy Netherlands
Underground 249.5 270 281.4 281.6 . 280.3
Surface 287.0 287 297.9 295.1 289.4

¢) The real income of the average worker cannot be calculated on the basis
of the data given under points 1.and 2. In order to compute this income
. various other benefits must be considered (health, accident, unemploy
ment, benefits, etc.) all the elements of which are not yet known for all
Community countries. .
d} The number of holidays with pay is:

Belgium France Saar Germany Italy Netherlands
10 2 ’ 7 11 16 9
The relevant payments are included in the incomes.

159. It is, of course, clear that statistics on wages in
the coal-mining industry depend upon the type of personnel
considered, particularly with respect to distribution
between underground and surface, age-group, number of
apprentices, number of workers who continue to work
although they have reached or passed the retirement age,
ete.

Thus, the utmost caution is necessary in making
comparisons between different countries.

IRON AND STEEL INDUSTRY

160. The complete results of the enquiry in this domain
will be published in a separate document annexed to the
Report. Extracts of these results, which are represented
in the following tables, give in national currencies:

1. average hourly earnings per worker by
countries; y

2. average hourly wage cost per worker, by
countries; . ,

3. average annual income per worker (single,
married, and married with two children) by
countries.
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Two major facts must be kept in mind :

a) In the table on wage costs per hour, two sub-

b)

divisions have been made:

— a partial cost made up of definitely
established elements determined on a
comparable basis;

— a total cost whose components, supplemen-
tary to the partial cost, have not yet been
satisfactorily defined and made compa-
rable. Thus, it is not yet possible to com-
pare figures on wage costs per hour on an
international basis.

The table on annual average income per work-
er serves only as a general guide. For each
country, the gross hourly income per worker
was multiplied by the average number of hours
worked per worker during the year. To obtain
the net income the resultant figure was reduc-
ed by the amount of social security charges
and taxes payable by the worker, and
increased by family allowances.

The annex mentioned above will give the results
.of the enquiry with respect to:

— net earnings per hour (average, by economic

regions) ; and

— a partial wage cost (average, by economic

regions),

as well as explanatory notes, both overall and by countries,
oni the methods of the enquiry, its scope of application,
definitions, ete.
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TABLE N° 25

Average hourly ea.rnings pei' workér in the iron and steel industry

Year 1952
: Gross Net Net
Gur- Wage per ‘Wage per earnings
rencies Hour (%) Hour () | per Hour(®)
Belgium. . . . B. Fr. 31.18 -29.30 32.55
France . . . . F.Fr. 1,154.59 145,93 159,71
Saar . . . .. F.Fr. 168.47 153.83 169.40
Germany . . . DM - 1.98 4.81 2.08
Italy . . . .. Lire 228.13 | 222.56 276.54
Luxembourg . B. Fr. 33711 |- 30.97 36.95
Netherlands . . Fl. 1.33 1.21 1.38

(*) Gross wage per hour is the average hourly rate of wages proper, including in-
creases for overtime and various cash bonuses. .

(%) Net wage per hour is the gross wage less social security charges payable by
the worker.

(*) Net earnings per hour are the sum of cash income received during the year,
less social security charges payable by the worker,. divided by the number of
hours of work performed during the year. )

TABLE Ne 26

Average wage cost per hour in the iron and steel industry

Year 19562

Gross Wage Partial Cost Total Cost

Cur- | Per Hour 51) per Hour (3) per Hour (?)

FERCIES |y mount o || Amount | 9% || Amount | %
Belgium. . . .| B.Fr.| 31.48 |400| 39.97 |128.18 4148 [132.06
France . . . .| F.Fr.| 154.59 {100| 217.23 |140.52) 250.06 [161.76
Saar . . . . . F.Fr | 168.47 | 100 235.37 (139.74) 261.63 |155.30
Germany . . .| DM 1.98 | 100)| 270 1436.26( 2.96 |149.33
Ttaly . . . . . Lire 228.43 | 100| 359.62 |157.64) 399.30 |175.03
Luxembourg .| B.Fr. | 33.71 | 100| 46.76 |138.74) 49.44 |146.65
Netherlands . .| Ft. 1.33 | 100 1.86 |[140.12 2.08 |156.16

(1) See preceding table, Note (%). .
(*) The partial cost per hour is the gross wage per hour plus:
— employers’ payments to social security organizations, divided by the number
of hours worked, -
— expenditure on holidays with pay, public holidays, various cash payments,
divided by the hours worked. i
(%) Total cost per hour is the partial cost per hour plus charges relating to labour
which are payable by the enterprises, divided by the number of hours worked.
These data are merely approximate. B coe
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TABLE Ne 27

Average annual income
of workers in the iron and steel industry (*)

Year 1952
Average
annual .
gross Average annual net income
Curren-| 1ncome
cies |
Sinel Sinl Married Married
Lngle ;ngie without with 2
worker | worker | chilgren | children
Belgium. . . . . . B. Fr. 78,476 68,730 | 68,363 78,447
France . . . . . . F.Fr. | 399,989 | 361,642 371,555 506,855
Saar . . .. ... F.Fr. | 459,347 | 401,006 440,009 498,109
Germany . . . . . DM 5,795 | 4,467.3 14,501.1 4,603.9
Ttaly . . . . ... Lire 632,272 | 601,167 632,367 727,839
Luxembourg . . .| B.Fr. 94,4717 76,236 80,772 95,040
. Netherlands . . . .| FL. 3,172 2,495 2,701 3,076
(M Including family allowances.
Manpower situation
1€1. The preparation of a statement on the manpower

situation of the Community has now reached a point where
it is possible to announce the first results. A systematic
comparative study has never been made at the level on
which comparable documents now exist for the different
countries of the Community. The publication of a special
document will supply all interested parties — governments,
producers, workers — with the essential features of the
available data on manpower: total volume, distribution by
regions, structure (by nationality, age, qualification) and
replacement of manpower.

162. The High Authority is about to submit the results
nf this initial work to a limited group of experts who will
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decide what practical conclusions may be drawn from the
data and who will assess the difficulties to be overcome.

163. The above summary of work in the field of labour
problems which brings this general Report to an end, has
attempted to show the distance which the High Authority
has progressed to date, only 20 months after the creation
of the first institutions of a United Europe.
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