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INTRODUCTION

In submitting its. Fourteenth General Report on the
activities of the FEuropean Coal and Steel Community, in
accordance with Article 17 -of the Treaty of  Paris, the High
Authority has to bear in mind that it may be doing so for the
last time. It will take all necessary steps to enable due
account to be given of its work until it is finally superseded, but
once the Treaty establishing a single Council and single Com-
mission of the European Communities is actually in force the
" new consolidated Commission will be responsible for reporting
each year on the activities of all three Communities.

This being so, the High Authority, which has been
responsible for the affairs of the European Coal and Steel
Community since 1952, feels it should review the various matters
falling within its jurisdiction and indicate the general lines of
approach it considers should be envisaged for the future. In so
doing, it would emphasize that, even amid the radical reor-
ganization involved by the establishment of a single Executive
and administration, the continuity of the Community’s action
must be preserved, since in both the coal and the steel sector
present problems are such that it is imperative to avoid any
interval of marking time or of uncertainty.

At the time of writing, the Foreign Ministers of the six
countries, meeting in Luxembourg, have just contrived to find
their way out of the difficulties which had been bedevilling
relations since June 30, 1965.  Although these did not arise
out of the implementation of the E.C.S.C. Treaty, they inevitably
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affected it, since the Special Council of Ministers was unable to
meet after July 13.

The High Authority is thankful that the Community
machinery can now begin to operate normally again : as is noted
in the pages following, there are a number of extremely important
questions urgently awaiting the Council’s attention.

II

During the troubled months just over, the High Authority
of course carried on to the best of its ability, as did its sister
Institutions in Brussels. It was helped to some extent by the
structure of the E.C.5.C. Treaty, which enabled it to discharge
most of its duties notwithstanding the back-pedalling in the
Council.  Matters absolutely requiring Council action were in
a number of cases settled by the prescribed written procedure :
thus for instance the corpus of temporary arrangements instituted
two years ago to safeguard the Community steel market was
renewed for 1966, a most necessary measure since any breakdown
in this connection would have had the most serious implications
for the already precarious balance of the steel sector.

On the coal side, there were some failures to keep to schedule.
Thus it was during the period under review that the colliery
subsidization arrangements provided for by Decision No. 3/65,
in implementation of the Energy Protocol of April 21, 1964,
came into being. Now the Decision required that the Com-
munity-level examination of member States’ financial aids to
the coalmining industry should take place prior to the calendar
year in which the disbursements were made.  Although in the
case of 1965 itself this was naturally impossible, since the Decision
only came into force in March of that year, the prescribed timing
should have been adhered to in respect of subsidies for 1966,
. but as the procedure obliged the High Authority to consult the
Council officially before giving its endorsement, nothing could
be done for so long as the Council was not functioning. However,
the High Authority is confident that the delay will soon be made
good. It would emphasize how important these arrangements
are as a means of ensuring a Community approach to colliery
subsidization.
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Community co-ordination of the individual Governments’
arrangements to aid the -coalmining industry is by now an
absolutely indispensable element in coal policy. It is hard to see
what possibility there would be outside of the 1964 Protocol
and Decision No. 3/65 of tackling the coal sector’s problems on
a Community basis.

The collieries’ position and prospects today are certainly no
better than they were when the High Authority’s Study on the
Long-Term Energy Outlook was published in 1962. A revised
and updated edition of this document now just being completed.
stresses still-more strongly the structural weakness of indigenous
" coal production.’) No one now questions that subsidization is
imperative if much of that production is not to collapse altogether
in face of the competition from imported fuels. The endeavours
to bring the national Governments’ subsidization arrangements
within a Community framework, culminating in Decision
No. 3/65, have proved entirely justified, and have borne fruit in
time to prevent the adoption of a heterogeneous array of impro-
vised measures which would have spelt in effect the end of the
Common Market for coal. ’

v

All the same, it must be borne in mind that the present.
subsidization system is only temporary. The Protocol on which
it is based was accepted because it was a political impossibility
to secure at short notice the amendments and additions to the
European Treaties which would have been needed to introduce a
full-scale energy policy. The Protocol sought to deal with the
aspects of most immediate urgency. It was designed to fit into
the successive stages in Europe-building on which the member
States had just agreed, namely the merger of the Executives in

1) See Chapter 1V, Section 3.
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the near future, and the full merger of the Communities them-
selves at a later date. It contained a statement of the
Governments’ intention upon the merger of the Communities
—then scheduled for 1967—to make arrangements for the
introduction of a common energy policy, more particularly with
reference to procurements from third countries, State aids, and
rules of competition for the different energy sources. On the
strength of these policy decisions on the Community’s future, an
appropriate legal basis for a Community system of financial
assistance was established by invoking Article 95, 1-2 of the
Treaty (‘‘cases not expressly provided for”’).  On the strength of
the same considerations it was accepted that the system must
be regarded as a strictly transitional device, to lapse, according
to Article 7 of Decision No. 3/65, from December 31, 1967.

Since then, however, the hold-ups in the Community’s
schedule have made it necessary to revise the phasing, since the
full merger obviously cannot take place—especially with the
ratification procedures to be carried through—as early as the
end of 1967.

The question is not merely whether Decision No. 3/65
should be renewed for a year, or for a couple of years. The
system’s continuing efficacy will become more and more problem-
atical the longer the period to which the original reasoning on
which it was based is expected to apply.  As at present organized,
it lays down strict limits and criteria as to subsidization : apart
from assuming responsibility for a part of .any unduly heavy
social-security charges, Governments may contribute funds
towards ‘‘positive rationalization” (productivity improvement
and certain additional betterments on the social side) and
“negative rationalization” (pit closures and production cutbacks),
and towards enabling contraction to proceed by easy stages in
order to avoid disrupting the economy of the area concerned:
But with the steady worsening in the Community collieries’
competitive position it may well become necessary to adjust
these criteria, which will mean having the whole matter reconsid-
ered by the Council, since the Council’s unanimous agreement 1is
required upon any decision under Article 95, 1-2.  The High
Authority will be making known its conclusions on the subject
in due course.
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In addition, it is felt to be necessary to form an overall
picture of the trend in the coalmining industry over the next
few years. With the energy market in its present state of flux
there would be little object in attempting a long-term forecast,
but it is important that the Community should have some
pointers to go by with regard at any rate to developments up to
1970. At the same time, drawing up General Objectives for
coal is no longer simply a matter of carrying out a market study
for the six countries based on costs and demand, now that the
market for Community coal has come to be so much conditioned
by subsidization and protection.  Forecasts from current data
are liable to be substantially affected by budget decisions and
fresh Government measures. Consequently, before finalizing the
work now in hand on the General Objectives for Coal for 1970,
the High Authority has been obliged to engage in consultations
with the Governments. Equally, it will only be possible to
institute a coal policy by. agreement between the. Commumty
and the Governments.

In making the policy decisions ahead, due account will have
to be taken of the underlying trends in the energy market, the
- seriousness of which it would be idle to play down. Between -
1950 and 1965 the Community’s total energy consumption more
than doubled, but disposals of Community coal, after a slight
increase early on, have dropped by 30 million tons in the last five
years, and now account for no more than one-third of the aggregate.
amount of energy taken by the internal market.  Developments
in 1965 and the outlook for 1966 underline the maladjustment of
production to sales potential in the existing state of subsidization
and protection: out of a production already cut from
240,000,000 tons in 1960 to 225,000,000 in 1965, more than
10,000,000 tons piled up unsold at the pitheads in 1965, and the
accumulation is likely to continue in 1966. Despite a recrudes-
cence of short-time working and rather smaller imports from
abroad, the quantitative imbalance thus persists.
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Moreover, the rise of 2.79, in underground output per
man/shift in 1965 was not sufficient to prevent a further deterio-
ration in the production cost position. Over the last five years
wage increases have so far outstripped productivity improvements
as to send up production costs by anything between ten and
twenty-five per cent, according to coalfields.

VI

. The trend from 1965 to 1970 will in all probability be a
continuation of that of the last few years. The cost of imported
fuels is expected to remain steady and the cost of Community
coal to creep up and up: though the demand for energy will
increase fairly substantially, other things being equal, Community
coal will lose a good deal more ground still.

Just how much ground will depend on how far it is deemed
necessary and practicable to step up assistance to the collieries.
In considering what compression of production is acceptable, two
aspects have to be taken into account—the social and regional
implications, the scale of which is in direct proportion to the rate
of contraction, and the question of security of supply.

As regards the latter, it must be borne in mind that the
Community is coming to depend more and more on imported
energy to keep its economy going: outside procurements are
already well up to 509, of the whole. In any event, the share
of ‘Community coal in total energy consumption is dwindling
every year. A drastic reduction in this already shrinking
proportion would further sharply increase the Community’s.
dependence on outside sources, at a time of all manner of uncer-
tainties—for it is not yet clear how much and how soon natural
gas and nuclear energy will be able to contribute to security of
supply, nor can there be any assurance as to how the price trend
for imported fuels will develop.  Accordingly, considerations of
security must be taken into account in attempting any conclusions
with regard to the longer-term trend in the coal industry, and
this in its turn will affect the policy to be adopted in the medium
term,
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A point not. to be overlooked in this connection is that the
only sectors in which coal consumption is holding its own, and
indeed increasing, are the iron and steel industry and the thermal
power-stations.  These two, which between them at present
account for one-half of all coal disposals, are both of particular
importance to the smooth functioning of the economy as a whole.
It seems therefore reasonable to consider that a policy of security
of energy supply should concentrate more especially, so far as
coal is concerned, upon their requirements. :

VIl

In coming to a decision on the future of its coalmining
industry, the Community will need to weigh up carefully with
due regard on the one hand to the economic and social objectives
aimed at and on the other to the costs of the policy to be adopted.
It is worth noting that the particulars received of subsidies for
1965 have for the first time afforded an accurate picture of the
scale of the individual Governments’ financial assistance
arrangements, as regards both contributions to the coalmining
industry’s social-security system and direct subsidies for the
purpose of aiding positive and negative rationalization or of
allowing phasing of pit closures and production cutbacks in order
to preserve the balance of the regional economy. The census
thus taken shows that financial assistance in 1965 worked out at
roughly five dollar units of account per metric ton of coal—quite
a sizeable proportion of the selling price. However, easily the
bulk —909, —of the funds concerned went to help pay the
abnormally heavy social-security charges resulting more par-
ticularly from the very marked contraction in the labour force
over the last few years. These charges would not of course be
lightened by the scaling-down of production where they are in
respect of outgoings to pensioners.

Without prejudice to its evaluation in the light of the
above considerations, a round figure may be given for the current
total amount of Government assistance to the coal sector of one
thousand “million dollar units of account for the Community
overall.  Obviously, still larger payments would be justified
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only if directed towards properly-thought-out economic and
social objectives in the general interest, on the clear understanding
that everything possible would be done by means of rationalization
to lessen the encumbrances of the Community collieries.  This
would not be confined to straight technical measures such as
concentration of pits and workings and increased mechanization.
Efforts to raise productivity are being seriously impeded by an
excessive turnover of manpower, the consequent need to recruit
untrained foreign workers, and the development of a top-heavy
age pyramid.  Action is thus needed to help stabilize the colliery
labour force.

It is important that the decisions governing the coal
industry’s future should be prepared and adopted at Community
level, not introduced as a jumble of unco-ordinated and con-
flicting national measures. To focus attention on this great
problem, and on the best ways of overcoming it in the interests
of the Community, is what the High Authority is seeking to do
before the ratification of the Treaty on the merger of the
Executives.

VIII

In the steel sector, production in 1965 totalled close on
86,000,000 tons, an increase of 3.79% on 1964. The pattern
varied widely, however, from country to country: in France
and Germany there was a slight downturn, while Italy’s jump of
nearly 309, was largely a mere catching-up after the general
recession the year before. The Community’s share in world
production of crude steel is gradually contracting, in contrast
to the steady though now rather slower expansion in that of the
Eastern European countries.  Japan’s share for the first time
stayed practically unchanged.

Competition in the world market remains extremely keen
and is exerting continuous pressure on prices. The High
Authority has devoted constant attention to this state of affairs,
which is the result of excess of capacity over demand in the world
generally, and which is, moreover, bringing out certain structural

problems in the Community industry. As has been indicated
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in several previous General Reports, the Community’s concern
for some years now has been not with quantity but with quality.
The emphasis has shifted more and more to the modernization
-and rationalization of production capacity, at a time when the
companies’ own financial resources for such purposes have
undergone a considerable shrinkage owing to the depressed level
of prices. The peripheral protection introduced just over two
years ago to enable the Community steel market to withstand the
undue pressure from certain imports upon internal prices has
admittedly helped, but over and above High Authority and
Government intervention there will need to be a major push by
the steelmakers themselves if the Community industry is to keep
its rightful place as one of the main producers of the world.

IX

This is fully realized by those concerned. In several
member countries a start is being made on remodelling the general
organization to permit the establishment of larger production
units which will make possible both maximum efficiency and a
greater degree of specialization as among individual enterprises.
This concentration and specialization drive is, moreover, being
carried out not only at national but also at cross-frontier level.
The High Authority is in favour. For its policy on cartels and
concentrations, it would draw attention to its statement on the
subject to the European Parliament in June 1965. It will do
everything in its power, in accordance with the Treaty of Paris,
to enable the industry to effect reorganizations and agreements
calculated to make production more competitive without losing
the element of healthy competition. At the same time it is
devoting all due attention to the social implications of the
concentration drive, and has instituted the necessary arrange-
ments for the advance planning of such redevelopment and
readaptation activities as will be required.

With regard to investment the steel companies still ‘appear
somewhat reluctant to assume fresh commitments. The total
value of projects declared in 1965 (including alterations in hand)
was rather over five hundred million units of account, slightly
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more than in 1964, with the larger schemes mostly located in
coastal areas. While the capital expenditure planned is chiefly
on productivity improvement and the introduction of new pro-
cesses, it does also include some expansion in production potential.
Only by installing the latest equipment not merely in addition
to but, progressively, in place of the older types of plant will it
be possible to ensure that the indispensable modernization of
production is not accompanied by a further unbalancing of the
market.

In the meantime, in consultation with the producers,
consumers and workers, the High Authority is most carefully
following short-term developments in the market in order to be
forearmed should conditions eventually make it necessary to
invoke special provisions in the Treaty. For some time past it
has been constantly emphasizing the need to preserve a balance
between production and demand : to this end, it recently began
issuing its quarterly ‘‘programmes with forecasts” a month
earlier than usual, and drawing every enterprise’s special attention
to the basic data on market trends given there.

As regards efforts to find new sales outlets for steel, the
Luxembourg Congress has already established itself as a regular
annual event, at which experts meet to discuss new uses and
utilization techniques. The next Congress, in October 1966,
is to have as its subject ‘‘Steel in Agriculture.”” In view of the
warm welcome extended to both the first two occasions and
their practical value to itself, the High Authority feels justified
in considering that it has introduced a sound and useful arrange-
ment which will continue so for a long time to come.

X

With the coalmining, the iron-ore and the iron and steel
industry all three facing these structural problems during the
years ahead, it is of the highest importance that the means
afforded by the Treaty of Paris for developing a structural
policy should be utilized systematically and smoothly, without
breaks in continuity. The High Authority hopes to help ensure
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this by issuing in the near future, parallel with its General
Objectives for Coal, the next edition of the Objectives for Steel.
It would recall E.C.S.C. experience with the nucleus of a
European-level industrial policy—reviewed in its Policy Report
of early 1965—and would specially emphasize in this regard the
importance of its unremitting activity in connection with industrial
loans, in which it is particularly concentrating on bringing down
production costs.

Obvieusly, readaptation and redevelopment are having to
be carried out on a steadily-increasing scale in a time of such
radical structural changes and shifts in manpower. 1965
witnessed a contraction in the labour force in all the E.C.S.C.
sectors, especially in the coalmining industry, which registered
a decrease of 35,000. .

The flow of applications for readaptation reaching the High
Authority continues to grow. Since the beginning of 1965 a
total of over ten million units of account has been set aside for
the readaptation of miners and steelworkers. The High
Authority is devising improvements to be made, with the
Governments’ agreement, in the practical procedure for assisting
workers losing their employment.  Applications have also been
received concerning big industrial-redevelopment projects in the
Belgian coalfields and in the Netherlands, and more are expected
shortly from other member countries. The new system worked
out in 1965 by the High Authority to enable it to assist redevelop-
ment more effectively will no doubt have substantial demands
made upon it; details of this will be found in Chapter Five of
this Report.

XI

The Community’s redevelopment policy, like its industrial
loan policy can proceed only on a basis of vigorous financial
activity. It is therefore encouraging to note that, despite the
present tightness in the capital markets, borrowing and lending
went. ahead busily.  Quite recently the High Authority was
able to raise over forty million units of account in the form of
two large loans, one in Italy and the other from an international
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consortium centred in Luxembourg. Here too it is important
that no hiatus should occur in the passage to the new set-up
under the merger. ' e

The same is true of workers’ housing, in connection with
which the High Authority has just launched its sixth building
scheme. This is a vital E.C.S.C. activity in which continuity
is essential in the interest both of the coal and steel sectors
themselves and of the workers employed in them.

Research policy is receiving increasing attention both within
the member countries and at K European level. The three
Executives for their part have felt it necessary to work more
closely together on this even before the merger: thus at the
High Authority’s suggestion an Inter-Executive Working Party
on Research Policy has been set up in which, while naturally in
addition continuing actively with its work in its own field, the
High Authority can compare notes on its theory and practice
with the other two Institutions. The three Executives are also
devoting careful attention to the part which a Community
research policy can play in promoting expansion and developing
an industrial policy. It is necessary to prepare the ground for
future activities in this immensely important field. As a
contribution to thought -on the subject, the High Authority has
just issued two memoranda reviewing E.C.S.C.-sponsored research
work since the Community’s inception, firstly on the technological
side, and secondly on industrial safety, health and medicine.

It should be noted that the funds for research grants, and
also for readaptation assistance, come from the proceeds of the
levy, the rate of which is now fixed at 0.259, of the value of the
E.C.S.C. industries’ production,

XII

In the transport field, the High Authority has pleasure in
reporting that real progress has been achieved in the year under
review. In particular, notable advances were made towards the
~ effective practical implementation of its Recommendation
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No. 1/61, concerning publication of rates and conditions of
carriage : the market transparency aimed at by the Treaty will
be much facilitated by the introduction of the various arrange-
ments and procedures described in Chapter Three, Section Four,
of this Report. The High Authority is making due allowance
for the needs of an organic structural policy by authorizing the
charging of such special rates as can be shown to be justified with
regard to the basic objectives of the Treaty.

Such, then, are the broad outlines of E.C.S.C.’s activities,
which are described more fully in the body of this Report.

In all the fields coming within its jurisdiction, the High
Authority intends to see to it that the Institution which is to
take its place following the merger can make use of its accumu-
lated practical experience, its preparatory studies and the machine-
ry it has established to carry on the work of implementing the
Treaty of Paris. In addition, as it has informed the European
Parliament, it will in due course be submitting suggestions based
on its own experience with regard to the drafting of the future
consolidated Treaty.

The High Authortiy knows that fault can be found with a -
record of activities which have had to be carried on with an
economic armoury devised fifteen years ago and now acknowledged
.to need additions and extensions. But it knows also that the
Treaty of Paris contains a number of original and very valuable -
features on the basis of which practical answers can be worked
out for various major problems of the present time. For so long
as the member States do not give the Community armoury more
weapons to work with, the High Authority must continue, as it
has always done, to strive with imagination and perseverance to
make the very most of the possibilities the Treaty affords.

To turn to the broader aspect, it should be recalled that
the Common Market was intended to be a means to economic
growth and social progress. Changes in pattern were bound to
accompany the process of economic and technological advance,
and the heavy industries have been the first to feel the -effects.
Thus all the E.C.S.C. sectors have been hit in turn, first coal,
then iron ore, and latterly, in some degree, iron and steel. The
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structural changes are giving rise to serious difficulties, economic,
social and regional. ~ Nevertheless, these can be mitigated pro-
vided they are foreseen in good time and action is taken to
offset some of the consequences. If the activities of E.C.S.C.
are viewed in the full context of general economic and social
development, the importance of the High Authority’s function
of supplying intelligence and guidance, and of the correcting
mechanisms provided for by the Treaty of Paris, is immediately
apparent.

The High Authority is confident that the future course of
events will confirm that the main substance of the work done
specifically in E.C.S.C. has been a major contribution to the
establishment of European unity, now and always the end
objective of the process set in motion in 1950.

Luxembourg, February 1966.

Dino DEeL Bo

President

ALBERT COPPE

Vice-President
ALBERT WEHRER
RoGErR REYNAUD
PIERRE-OLIVIER LAPIE
Fritz HELLWIG
Karrt M. HETTLAGE
JouannNeEs LINTHORST HOMAN
JEAN FORHMANN



CHAPTER ONE

THE INSTITUTIONS AND
THE EXTERNAL RELATIONS OF
THE COMMUNITY

Section 1: Activities of the Institutions;
Inter-Community Co-operation

THE INSTITUTIONS
The High Authority

1. M. Paul Finet, Member and one-time President of the High Authority
of the European Coal and Steel Community, died in Luxembourg on May 18,
1965, at the age of 68.

He had sat since the High Authority’s inception, being co-opted as its
ninth Member, in accordance with Article 10 of the E.C.S.C. Treaty, at its
Constituent Session on August 10, 1952. A former Chairman of the Inter-
national Confederation of Free Trade Unions, he was a much-respected figure
in European union circles.

As a Member, he worked to promote the Community’s activities in the
social field by all the means at the High Authority’s disposal. In particular,
he was active in connection with the financing of workers’ housing schemes,’
with the introduction of tide-over and retraining (“readaptation”) facilities for
redundant miners and steelworkers, and with efforts to improve conditions for
labour both on and off the job. He was responsible for the proposal to institute:
a European Miners’ Charter, and was the first Chairman of the E.C.S.C. Mines
Safety -Commission and the Joint Committees on Harmonization of Terms of
Employment.

He was appointed President by the six member Governments at the
outset of the coal crisis, and held office from January 1958 to September 1959.
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At his funeral President Del Bo paid tribute to “a man who seemed to
personify the reasons for the establishment of the Community, one of whose
outstanding representatives he at once became, demonstrating that the unity
of Europe is built day by day not only with the human brain but with human
feelings and the human heart.”?)

The High Authority decided to institute a Paul Finet Foundation to aid
the dependent children of miners and steelworkers losing their lives as a result
of industrial accidents or occupational diseases in Community enterprises.
Provisionally registered on June 30, 1965, as a public charity located in
Luxembourg, the Foundation will furnish grants towards the education of these
orphaned children in accordance with their particular bent and abilities
(schooling, studies, vocational training), special consideration being given to
those between 14 and 21.

It will be financed by voluntary donations and covenants (the High .
Authority has given a lead by paying in a first gift of Lfr. 1,650,000), and managed
by a Board consisting of Members or senior officials of the High Authority and
representatives of the employers’ federations and trade unions. The Chairman
of the Board will be, automatically, the Member who is at the time chairman of
the High Authority’s Working Party on Social Questions, a post which M. Finet
himself held for years.

The International Labour Office’s Advanced Training Centre in Turin,
which provides technical and occupational tuition for young nationals of the
emergent countries, has named one of its lecture halls the Paul Finet Hall.

Membership and duties

2. Following M. Finet’s death, the High Authority was required by
Article 10,9 of the Treaty to co-opt a new Member in his place. Only June 30,
1965, it duly co-opted M. Jean Forhmann, Deputy to the Luxembourg Parlia-
ment and first Vice-President of the European Parliament.  Notification was
sent to the Chairman of the Conference of Member Governments. The new
Member officially assumed his duties on July 14, and was sworn in before the
Court of Justice of the Communities, in accordance with Article 9 of the Treaty,
on September 28. M. Fohrmann’s term of office expires in principle on

1) See E.C.S.C. Bulletin, No. 56, p. 6.
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January 9, 1970, but would, of course, be curtailéd by the coming into force of

the Treaty establishing a single Council and single Commission of the European

Communities, Article 32,2 of which provides that the Members of the High

Authority shall cease to hold office on the fifth day following the establishment
" of the consolidated Commission.?)

Three of the appointments made at the time of the High Authority’s
first general renewal of Membership in 1959%)  those of Prof. Karl-Maria Hettlage
in succession to Herr Heinz Potthoff, of Mr. Johannes Linthorst Homan in
succession ‘to Mr. Dirk Spierenburg, and of President Del Bo in succession to
President Malvestiti—expired on September 16, 1965.  This point was brought
to the attention of the Conference of Member Governments, to enable the
Chairman to consider what action was required. In accordance with Article 10
of the Treaty, the Members in question are remammg in office pendmg the
desxgnatlon of successors.

3. The High Authority’s Workmg Parties under Article 11 of 1ts Rules of
Procedure have since July 7, 1965, been made up as follows :

— Common Market for Coal and Steel

Fritz Hellwig (chairman) and Roger Reynaud,;

—_ Competition
Johannes Linthorst Homan (chairman) and Pierre-Olivier Lapie;

— Transport
Albert. Coppé (chairman) and Pierre-Olivier Lapie;

o Energy . Policy ,
Pierre-Olivier Lapie (chairman), Albert Coppé and Fritz Hellwig;

— Social Questions

Jean Fohrmann (chairman) and Karl-Maria Hettlage;

— Finance and Investment
Karl-Maria Hettlage (chairman) and Albert Wehrer;

1y See Twelfth General Report, No. 3,
2) See Eighth General Report, No. 1.
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— External Relations

Albert Wehrer (chairman) and Roger Reynaud;

— Information
Albert Coppé (chairman) and Albert Wehrer;

— Economic Policy and Industrial Redevelopment

Roger Reynaud (chairman) and Jean Forhmann.

The Examination Party consists of M. Lapie (chairman), M. Wehrer and
Prof. Hettlage, and the Administrative Committee of M. Reynaud (chairman),
M. Coppé, M. Wehrer and Prof. Hettlage.

M. Coppé, Vice-President of the High Authority, was appointed Chairman
of the Mines Safety Commission on June 22, 1965, in place of the late M. Finet;
as Chairman of the Joint Committees on Harmonization of Terms of Employment
M. Finet was succeeded by M. Fohrmann.

High Authority administration

General Implementation of the Staff Rules and Regulations

4. The High Authority assisted, at inter-Institutional meetings of specialized
working parties and of departmental heads, and also in the Staff Rules Committee,
in the drafting of directives setting forth officials’ and employees’ entitlements
and obligations under the Staff Rules and Regulations. The aspects dealt with
included interpretation of the rules concerning taxation of salaries (the
“countervailing adjustment”), harmonization of the health insurance arrange-
ments, accident insurance, and various other matters arising in connection
with the Staff Rules and Regulations.

Personnel training

5. The High Authority went ahead with its training activities for members
of its own and other Institutions’ staffs. The training provided varies in form
according to the educational level of the persons concerned, and includes language
courses open to all grades of officials, initial, advanced and refresher training
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of various kinds, and round tables and seminars for Category A officials. A
first seminar was held from September 24 to October 2 at Speyer, Germany,
the seat of the German Centre for Higher Administrative Studies, with the
co-operation of university lecturers from different Community countries; in
addition to members of its own staff and of the Joint Services, the High
Authority had invited the two Brussels Communities to send officials
of theirs.

Building loans

6. On the social side, the High Authority, after obtaining the necessary
sureties and allowing for pension fund entitlements, made available to estab-
lished E.C.S.C. personnel applying for them loans for the purpose of building or
purchasing house property in the country of the ofﬁc1a1 s assignment or in any
Community country.

Internal affairs and inter-Institutional co-operation

7. Over and above its regular work on behalf of other Institutions
(publication of the Official Gazette of the Communities and other official material,
organization of the sales network for all these publications inside and outside
the Community, computerized statistical, administrative and documentation
work), the High Authority is continuing its study of the application of modern
computer methods to language and documentation problems. A five-language
automated dictionary is in preparation, thanks to which a comprehensive
technical glossary was again produced for the second Steel Congress. It is also
planned to develop a system of electronic retrieval from the technical material
assembled by the iron and steel documentation centres in the different member
countries, thereby enabling them to keep more closely abreast of one another’s
work and to avoid overlapping and duplications.

8. A careful review of budgeting procedure, and of the powers delegated in
this connection, culminated in the codification of the current system {frequently
urged by the official Auditor) in the form of a set of Financial Regulations as to
the Computation and Application of the Budget Estimates for the Administrative
Expenditure of the High Authority, drawn up to correspond as closely as possible
with the rules in force at the Brussels Communities while taking account of the
special features of the E.C.S.C. Treaty.



32 . . 14th GENERAL REPORT

The Consultative Commilitee

Meetings and composition

9. The Consultative Committee met seven times during the official year
1965-66,1) under the chairmanship of M. Pierre Delville (coal producer, Bel-
gium).?) Under Article 18 of the Treaty, the members of the Committee are
appointed by the Council of Ministers for two years, in this case 1965-66 and
1966-67. During the period under review, Mr. Gisbert van Andel, a founder
member, who died on June 16, 1965, was replaced for the remainder of his term
by Mr. T. Jakobs (coal consumer, Netherlands).

At its constituent session for 1966-67, the Committee elected its Bureau
as follows : '

Chairman, G. P. Cavazzuti (steel workers);

Vice-Chairman, P. Delville (coal producers),
J. Martin {steel consumers);

Officers, E. Conrot (steel producers),
) P. Roth {coal consumers),
F. Dohmen (coal workers).

Activities

70. Throughout the year under review the Committee was primarily concerned
with the questions arising for the Community coal and steel sectors out of the
impending merger. On March 12, a Resolution was passed asking that, as

1) 98th meeting, Luxembourg, January 15, 1965;
99th meeting, Luxembourg, March 12, 1965;
100th meeting, Luxembourg, April 6, 1965;
101st meeting, Luxembourg, July 9, 1965;
102nd meeting, Rome, October 7, 1965;
103rd meeting, Luxembourg, December 13-14, 1965;
104th meeting, Luxembourg, January 18, 1966; .
105th meeting and constituent session for 1966-1967, January 14, 1966.
?) For the Bureau of the Committee during the official year 1965-1966, see Thivieenth

General Report, No. 2,
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safeguards for the interval between the merger of the Executives and the
ultimate full amalgamation of the Treaties,

(1) “upon the merger of the Executives, if not followed immediately by
that of the Treaties, the Governments agree upon the main principles
and objectives to be adopted in the revision and lmplementatlon of
the Treatles -

(2) during the intervening period a‘working party of the merged single
Executive be responsible for special problems mn connectlon with the

implementation of the Treaty of Paris.”

The General Objectives Cornmittee, the Market and Prices Committee

and the Labour Problems Committee then drafted statements concerning the
principal points of substance to be borne in mind in the merger of the Treaties.
A summary report setting forth the views of the different groups (producers,
workers” and consumers) represented on the Committee was submitted on
October 7 and discussed in plenary session on December 13 and January 13.

11.

As in all previous years, items on the Commlttee s agenda at its various

meetings included the following :

(a)

consideration of the High Authority’s quarterly “programmes with
forecasts” issued in accordance with Articles 19 and 46 of the Treaty
for the guidance of the coal and steel industries, and of its quarterly
report on its activities (100th-103rd meetings);

discussion on the' High Authority’s yearly coa,l. balance-sheet (9%th
meeting) and on the state of the coal market (103rd and 104th meetings);

consultation under Article 53,2 of the Treaty as to the advisability of
setting aside funds from the levy for technical research projects.  During
the year under review the Committee considered and approved 20 projects
representing a planned High Authority expenditure of over 12 million
dollar units of account (100th, 104st, 102nd and 104th meetings);

written consultation as to the advisability of extending High Authority
Decision No. 1/64, prohibiting alignment of steel prices on quotations
from countries or areas with State-controlled- trading systems, from
January 1 to December 31, 19661).

1) See No. 48 below.
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The. European Parliament

L
Sesstons, Burean

12. The European Parliament met seven times in Strasbourg in Ordinary
Plenary Session, and also once for the annual Joint Session with the Consultative
Assembly of the Council of Europe.?)

The 1965-66 Session opened on March 22, 1965. Upon the proposal
of the chairmen of the four political groups, the existing Bureau, with
M. Jean Duvieusart as President and eight Vice-Presidents, 2) was confirmed in
office by acclamation. Later in the year, however, M. Duvieusart retired from
politics, and so ceased to hold his European office. On September 24 the
House elected as his successor M. Victor Leemans, of Belgium (Christian
Democrat). In place of two outgoing Vice-Presidents, M. Jean Fohrmann,
who relinquished his position on becoming a Member of the High Authority,
and Herr Gerhard Kreyssig, who retired from politics, the House elected by
acclamation M. Joseph Wohlfart, of the Luxembourg Chamber of Deputies,
and Herr Ludwig Metzger, of the Bundestag.

The Bureau of the Parliament is therefore now made up, from January 17,
1966, as follows : -

Victor Leemans President

Paul J. Kapteyn
Edoardo Battaglia
Hans Furler
Jacques Vendroux
Joseph Wohlfart
Julien Brunhes
Leopoldo Rubinacci
Ludwig Metzger

Vice-Presidents

1) March 22-26, 1965 (see J.O., No. 62/65);
May 10-14, 1966 (J.0., No. 96/65);
June 14-18, 1965 (J.0., No. 119/65);
September 24, 1965 (J.0., No. 162/65);
September 24-25, 1965 (Joint Session with the Councjl of Europe);
October 18-22, 1965 ( J.0., No. 187/65);
November 23-26, 1965 (J.0., No. 209/65);
January 17-22, 1966, including the annual exchange of views between the Parliament
and the Councils and Executives on January 20 (/.0., No. 23/66). .
?) See Thivieenth General Report, No. 5.
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Activities

13. At the twelfth Joint Session of members of the Consultative Assembly
of the Council of Europe and members of the European Parliament, jointly
chaired by the respective Presidents MM. Pierre Pflimlin and Victor Leemans,
Herr Achenbach submitted the European Parliament’s annual report on its
activities for-the period May 1, 1964-April 30, 1965.1) The Session also debated
problems of East-West trade : President Del Bo of the High Authority outlined
E.C.5.C.’s trade position and policy, but noted that further and very necessary
progress would be achievable only if the Community spirit were given a new
lease of life.

In the broader political context, the Parliament was mainly concerned in
the past year to do what it could to help overcome the political crisis in the
European Communities. The annual exchange of views with the Councils and
Executives afforded an opportunity for it to state its case.

14.  On the question of Europe’s political unification, the House emphasized
in a Resolution that there could be no federative system without a common
foreign policy and common defence of Europe as an equal partner with the
United States in the Atlantic Alliance.?)

Two Resolutions were passed on the subject of Community law, an
all-important aspect for the continuing internal development of the Com-
munity.?) The House viewed it as essential that no action should be taken by
member States to amend or reform their own legislation without due regard
for the trend of development in Community law and the harmonization measures
in progress. It urged that upon the merger of the Treaties at latest an
appropriate procedure should be established for the enactment and revision of
Community law, in which the European Parliament should be the controlling
legislative and supervisory body. It also maintained that Community law
should be formally acknowledged as taking precedence over the municipal law
of the member States.

Particular attention was devoted during the year to the social implica-
tions of the merger of the Executives and of the ultimate merger of the Com-
munities. )

1) European Parliament Document No. 1965/65, No. 75.
%) See J.0., No. 62/65.

3) See J.0., Nos. 119/65 and 187/65.

4) See J.0., No. 96/65. .
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In a Resolution concerning its own practical working conditions,?) the
House asked that, pending the Governments’ final choice of a European head-
quarters as required by the Treaty, some action should be taken to improve the
arrangements and facilities for members and for the General Secretariat.

With regard to external relations, the Parliament again urged the pro-
gressive establishment of a common commercial policy vis-d-vis other countries
generally?) and the countries with State-controlled trading systems in par-
ticular.?) As regards relations between the European Community and Israel,
it maintained that the ultimate objective should be association.t) To ensure
more co-operation between itself and the Parliaments of associated European
countries, it set up a Parliamentary Committee on Association.

15. Concerning E.C.S.C. affairs, the Parliament in a special Resolution®)
welcomed the High Authority’s Decision No. 3/65 instituting Community-level
co-ordination of member States’ measures to aid the coalmining industry, and
emphasized that it expected itself and the Consultative Committee to be kept
abreast of all action taken in connection with the Decision.

On June 14, the Parliament debated simultaneously the High Authority’s
Thirteenth General Report and Policy Report, on the basis of a covering report
on the two by M. Gaston Thorn. The debate culminated in a Resolution?)
commenting both on the High Authority’s overall policy and on its specific
work in the different sectors of E.C.S.C. jurisdiction : this recorded that the
Parliament “recognizes the value of the policy steps taken by the High
Authority during the period under review, and approves the policy pursued
by the High Authority” in consideration of various points regarded as having
been satisfactorily disposed of by particular passages in the General Report.
The Parliament also endorsed the Budget Estimates for E.C.S.C. administrative
expenditure in the financial year 1965-66, and noted with satisfaction that the
Auditor’s Report for 1963-64 contained no serious criticism as to E.C.S.C.’s
financial policy and that the handling of its budgetary expenditure was
economically sound. ‘

1y See J.0., No. 209/65.

2) See J.0., No. 62/65.

3) See J.0., No. 96/65.

1) See 7.0., No. 62/65.

5) See [.0., No. 62/65 and No. 82 below.
8) See 7.0., No. 119/65.
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The Council of Ministers -

" Presidency,; meetings

16.  During the year under review the Special Council of Ministers met four
times (99th to 102nd meetings).

In accordance with Article 27 of the Treaty, the Presidency was exercised
in rotation as follows :

December 8, 1964-March 7, 1965, the Belgian representative, M. Antoine
Spinoy, Minister of Economic Affairs and Energy (99th meeting, February 4);

March 8-June 7, 1965, the French representative, M. Michel Bokanowski;
Minister of Industry (100th meeting, March 11, and 104st meeting, May 25);

June 8-September 7, 1965, the Italian representative, Sig. Vincenzo Scar-
lato,- Under-Secretary of State (102nd meeting, July 13: on this occasion the
French Government was not represented, and all points on the agenda were
finally settled by the prescribed written procedure);

September 8-December 7, 1965, the Luxembourg representative, M.
Antoine Wehenkel, Minister of Economic Affairs and Budgeting;

from December 8, 1965, the Netherlands representative, Mr. J. M. den
Uyl, Minister of Economic Affairs.

Activities

17, The Council’s discussions principally concerned questions of energy and
coal policy and of industrial redevelopment policy.

With regard to energy policy, the Council at.its 99th meeting unanimously
approved the High Authority’s draft Decision, as amended in the course of the
proceedings, concerning Community-level co-ordination of member States’
measures to assist the coalmining industry, and on February 17 the High
Authority duly promulgated its Decision No. 3/65 under Article 95,1 of the
Treaty. In accordance with the Decision the High Authority applied to the
Council in October for a consultation regarding measures of this kind during
1965, and preparations for this were begun in the Council. The High Authority,
pointing out that it was urgent to have the matter decided by the end of 1965,
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pressed that it be dealt with by the speediest procedure available; at the time
of going to press, however, the Council had not yet met.

At the 100th meeting, the Council and the High Authority for the first
time consulted together, in accordance with Section 10,2 of the Protocol on
Energy Policy of April 21, 1964, on the subject of action taken in the energy
field by the French and German Governments. At its 101st meeting the
Council concentrated on the practical details of the consultation procedure,
and noted the unanimous conclusions of the Co-ordinating Committee it had
instructed to study this.?)

At its 101st meeting, the Council discussed in detail a memorandum submitted
by the High Authority on its (the High Authority’s) facilities for promoting
industrial redevelopment. The points made in this document were received
with much interest, and the High Authority was asked to report in due course,
as on previous occasions, on particular projects, concerning which it would
then have to decide in line with its own terms of reference and with the views
expressed at the Council.

18.  The Council gave its consent under Article 55,2,¢ to the part-financing
by the High Authority of 16 technical research projects, under Article 56,2 to
two loans for industrial redevelopment purposes, and under Article 54 to two
loans towards capital expenditure on thermal power-stations designed to help
increase coal sales. The High Authority consulted the Council on two occasions
on problems in connection with the levy. The Council also examined the yearly
energy balance-sheet of the Community.

19. At the 100th meeting the Ministers extended the terms of reference of
the Mines Safety Commission to include the field of industrial health.

With regard to commercial policy, the Council approved a number of
measures to facilitate the export of certain grades of scrap. The regular tariff
arrangements were made for the second half of 1965 at the 101st meeting, and
those for the first quarter of 1966 at a later date wia the written procedure.
Recourse was also had to the written procedure for extending the regulations
restricting imports of iron and steel products from countries with State-
controlled trading systems, and prohibiting alignment of prices on quotations
from such countries.

1) See Chapter II, No. 94 below.
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The Court of Justice of the Furopean Communities

Composition

20. The Court elected Judge L. Delvaux President of the first Chamber and -
Judge W. StrauB President of the second Chamber for one year with effect
from October 8, 1965. '

The Court is accordingly at present made up as follows :
President; Ch.L. Hammes

1st Chamber, L. Delvaux, President
A. Trabucchi and R. Lecourt, Judges
K. Roemer, Advocate-General

2nd Chamber, W. Straul}, President
A. M. Donner, and R. Monaco, Judges
J- Gand, Advocate-General

Registrar, = A. van Houtte

Litigation during the year

21. 62 new appeals were lodged during 1965, of which 29 were against the
High Authority, one by the E.E.C. Commission against a member State, seven
against the E.E.C. Commission, 11 against the Euratom Commission, five
against the European Parliament, two against the Councils, and one against the
Court, while seven were applications by national courts for interlocutory rulings
in respect of the E.E.C. Treaty. '

The Court delivered judgment in 29 High Authority, 19 E.E.C., seven
Euratom, five Parliament, seven Council' and two Court cases, and issued six
interlocutory rulings. 26 actions were withdrawn, including 17 relating to the
High Authority.

High Authority cases pending at December 31, 1965, totalled 27, all
brought by E.C.S.C. enterprises.
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Judgments in E.C.S.C. cases

Case No. 36/64

22.  Judgment No. 36/64, delivered by the Court on June 2, 1965;) settled a
dispute over the affiliation of the. Société Rhénane d’Exploitation et de Manu-
tention (“Sorema’), an association of Strasbourg coal wholesalers, to the Ober-
rheinische Kohlenunion, the joint-buying agency of South German coal whole-
salers purchasing from the Aachen, Ruhr, Saar and Lorraine coalfields.

During 0.K.U.’s first few years the Strasbourg wholesalers -could not
fulfil the stipulated conditions for direct buying from the Ruhr, and so were
unable to do much selling in southern Germany. Allowing for this, the High
Authority felt it could fairly give temporary authorization for Sorema to
affiliate to O.K.U. '

From 1961, under the amended trading regulations of the Ruhr coal-
selling agencies, the Strasbourg wholesalers were admitted to direct-buying
status, but still did not take advantage of this to work up sales in southern
Germany. The High Authority accordingly considered that Sorema must
cease to be affiliated to O.K.U.

A Decision issued to that effect in 1963 was contested by Sorema and
reversed by the Court on March 19, 1964 (Case No. 67/63). The Court took
the view that the original Decision on Sorema’s affiliation to O.K.U. must be
rated not merely as an interim arrangement but as an authorization under
Article 65, any subsequent withdrawal of which must be accompanied by a
full enumeration of the grounds therefor. The High Authority duly complied
with this requirement in its Decision No. 15/64 of July 15, 1964, which was
upheld by the Court’s Judgment No. 36/64.

The Judgment points out that it is an undisputed fact that the appellants
sell no coal in southern Germany : consequently, their continued affiliations to
O.K.U. would in effect mean that they were given preferential treatment over
other dealers similarly placed as regards having no sales in the area concerned,
yet excluded from O.K.U.

The Court further noted that the practical results of the agreements ran
counter to the conditions stipulated for their approval, inasmuch as the Stras-

1') See Recueil de la j'uris?mdeﬁce de la Cour (Compendium of Community Case Law) 1965,
Vol. XI/7, p. 425.
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bourg wholesalers had not taken advantage of the amendments to the Ruhr
agencies’ trading regulations to develop sales to southern Germany.

The Court thus, having first, by Judgment No. 67/63, corrected the High
Authority’s mistake in 1963 as to the legal basis of its original authorizing
Decision, ruled by Judgment No. 36/64 that wholesalers not carrying on the
activities for the purpose of which a cartel was formed—in this instance the
joint buying of coal for delivery to southern Germany—are not entitled to belong
to that cartel. :

Case No. 21/64

23. In a judgment of March 31, 1965,) the Court dismissed an appeal by
the firm of Macchiorlatti Dalmas & Sons against a High Authority Decision
requiring it to pay a surcharge in respect of arrears of levy under Article 50
of the Treaty.

In its enumeration of the grounds for its conclusions, the Court included
a ruling on the nature of such surcharges, stating that they rated as “pecuniary
sanctions or penalty payments” under Article 36 of the Treaty, and not merely
as interest on payments overdue.

Cases Nos. 111/63, 37[64 and 39/64

24. In judgments delivered on July 13, 1965,?) the Court dismissed three
appeals lodged respectively by the firms Lemmerz-Werke, Mannesmann and
Aciéries du Temple against the High Authority concerning matters arising in
connection with the former scrap-price compensation scheme.

The Court disposed of several points of principle, énter alia upholding
the provisions of General Decisions Nos. 21/60 and 7/61 concerning rates of
exchange and interest arrangements, and also adding some clarifications on the
subject of the lapsing of compensation debts under the statute of limitations.

These judgments are of importance in that the way is thereby clear for
the recovery of substantial sums involved, which will make it notably easier
to complete the winding-up of the compensation arrangements.s)

) See Recuetl 1965, Vol. XI/8, p. 227.
)See Recueil 1965, Vol. XE/9, pp 835-970.
%) See No. 153 below.



42 I14th GENERAL REPORT

Cases Nos. 3/64 and 4/64

25. In a judgment of July 8, 1965,') the Court disallowed appeals by the
Chambre Syndicale de la Sidérurgie Francaise, the Chambre Syndicale des
Producteurs d’Aciers Fins et Spéciaux and a number of enterprises against the
High Authority’s Decisions Nos. 19/63, 20/63 and 21/63. The appellants were
seeking reversal of the provisions relating more particularly to the definition of
selling agencies and making them subject to the same pricing obligations as the
producer firms’ own distribution services, and also the provisions distinguishing
between selling agencies and resale dealers.

Consolidated Cases Nos. 29, 31, 36, 39-47, 50 and 51{63

26.  On December 92) the Court delivered judgment on the actions for damages
brought by a number of French companies against the High Authority for
alleged neglicence in the administration of the price compensation scheme in
respect of shipbreaking scrap.

The Court distinguished between the periods preceding and following
Decision No. 13/58, by which the High Authority resumed the administration
of the scheme : only parities granted after January 1, 1957, were counted as
relevant to the charge of negligence, and responsibility was allowed only with
regard to deliveries subsequent to that date.

Accordingly, the Court gave the parties three months in which to submit
to it an agreed overall assessment of any damage sustained, or failing that
their respective figures.

Cases Nos. 3/65 and 4/65

27.  In two judgments of December 15,%) the Court dismissed appeals by the
Belgian steel firms Espérance-Longdoz and Hainaut-Sambre for the reversal
of High Authority Decisions requiring them to pay scrap-price compensation
to the amounts of Bfr. 12,608,323 and Bfr. 40,082,551 respectively.

The Court upheld the grounds on which the contested Decisions had
been issued, finding, infer alia, that the ownership reserve clauses were inoper-

1) See Recueil 1965, Vol. XI/8, p. 567.
2) See Recueil 1965, Vol. XIJ11.
3) See Recueil 1965, Vol. XIfII.



INSTITUTIONS 43

ative in respect of the scrap-price compensation scheme. Accessorily, the
appellants had claimed indemnification to the same amounts in consideration
of negligence by the High Authority; the Court, however, rejected this particular
allegation of negligence, so that the validity of the High Authority’s Decisions
concerning these enterprises was confirmed under this head also.

Other Court Judgments

28.  Other Court judgments during the period under review dealt with four
cases relating to scrap-price compensation?) and two concerning the Staff Rules
and Regulations?); with the exception of one of the latter,?) all these were either
disallowed or dismissed.

*
¥ %

29. A case which, though not heard before the Court of the Communities,
should be mentioned in this connection is that which culminated in a ruling
by the Italian Constitutional Court as to the validity in Italian law of the
E.C.S.C. Treaty’s provisions, the point having been raised by the Turin courts’
Ordinance of December 11, 1964, in the case San Michele v. High Authority.
On December 27, 1965, the Constitutional Court upheld the constitutional
validity of certain passages in the E.C.S.C. Treaty which had been queried before
the Turin court in an enforcement action between the San Michele steel company
and the High Authority.

San Michele had contested at law the High Authority’s enforcement of
a Decision fining a number of Italian firms which had declined to furnish partic-
ulars required by Article 47 of the Treaty.s) The appellants claimed that
Act. No. 766, of June 25, 1952, authorizing the ratification in Italy of the
E.C.S.C. Treaty, was unconstitutional. '

The Turin court referred the matter to the Constitutional Court, which
heard the pleas of the High Authority, of the San Michele Company, and of the
Italian Prime Minister, intervening as a third party to contend that Act
No. 766/1952 was sound in constitutional law.

The outcome finally disposes of any doubts still existing in Italian law
as to the validity of the E.C.S.C. Treaty’s provisions. Certain other .cases

1y See Recueil 1965, Vol. XIf1 (Appeal No. 10863, lodged by the Societd A. Merlini);
Vol. XI/4 (Appeal No. 14/64, lodged by Mme Barge); Vol. XI/7, p. 401 (Appeals
Nos. 9/64 and 25/64, lodged by the FERAM and Merisider Companies).

2} See Recueil 1965, Vol. X1/8, p. 661 (Appeal No. 49/64). .

3} Appeal No. 15/65, judged on December 15, 1965."

4) See Twelfth General Report, No. 25.



44 14th GENERAL REPORT

pending before various Italian courts, which have stayed proceedings until the
Constitutional Court’s findings were made known, can now be settled in the
High Authority’s favour.

INTER-COMMUNITY CO-OPERATION

Joint Services

30.  As agreed among the Executives, the High Authority is concentrating
in its Report more especially on the work of the Statistical Office of the European
Communities, the joint service for which it is administratively responsible.
A brief outline then follows of the work of the joint Press and Information
Service, which comes administratively under the E.E.C. Commission.

The joint Legal Service, for which the Euratom Commission is responsible,
conducted its activities as usual during the period under review.

Statistical Office

31. The Statistical Office continued in 1965 to supply the Community
Institutions with a regular flow of basic statistical material. In addition to
compiling a great many documents for internal consumption, it furnished data
to outside persons and bodies, partly in the form of publications issued for sale.
It is currently bringing out 14 periodicals and a variety of individual publications.

The conference of Directors of national statistical offices met twice
during the year; subjects discussed included the working programme for 1966,
harmonization of national accounts, compilation of external trade statistics
following the abolition of tariff barriers among the member States, the prog-
ramme of transport statistics, and the implementation of the working prog-
ramme for 1965.

With regard to national accounts, work continued on the projected Com-
munity system. In parallel, progress was made in a number of sub-sectors;
for example, the evaluation of the survey of social-security charges and modes
of financing them in 1962-63 was almost completed. Methodological studies on
the balance of payments and financing accounts in the member countries were
continued, and a report on the inclusion of the external trade account in the
Community accounting system was published in Information Statistiques No. 4.
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To aid the computatioﬁ of retail statistics, a standardiied classification,
the N.C.E.,'} was published, containing in addition a summary comparative
nomenclature of the member countries.

As regards statistics for third countries, a series of studies was completed
on the external trade, especially in agricultural produce, of the Eastern European
States with one another and with E.E.C. and other partners.

Work on statistics for the associated overseas countries consisted prmc1pally
in computing export indices.

With regard to energy statistics, mention should be made of the work
done in assembling material on the prospection and extraction of liquid and
gaseous hydrocarbons, which was published in Informations Statistiques Nos. 1-3.
A number of internal memoranda were also issued on certain aspects of electricity
generation. Comprehensive energy figures, and in particular energy balance-
sheets, were published regularly in the bulletin Statistigues Energétiques, which
was expanded during the year.

In the field of external trade statistics, the Office was mainly concerned
with preparing material for the Kennedy round negotiations. The harmonized -
external trade classification was completed, and is, in principle, ready for use in
and after 1966. Some points still remain to be disposed of at a later date.
A study was drawn up on problems in connection with external trade statistics
following the levelling of tariff walls, and a detailed survey, based on particulars
supplied by the national authorities, was prepared on the methods used in
compiling these, to serve as a basis for the forthcoming discussions on their
harmonization. '

Work on fransport statistics proceeded in accordance with the programme
issued earlier.

On the sndustrial statistics side, work continued on the industrial products
classification. In connection with the establishment of short-term indicators,
a recommendation to the Council was drafted concerning improvement of
statistics on market movements. The extension of the system of production
indices to a larger number of sectors is approaching completion. The investment
survey in the industries of the E.E.C. countries was completed, except in
Germany, where it was undertaken only at the end of 1965. The evaluation
of the 1963 industrial census unfortunately fell behind schedule, owing to serious
delays in some member countries.

1) Nomenclature du commerce dans la Communauté économique européenne.
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As regards steel statistics, the Office for the first time brought out a
yearbook giving an overall picture of the iron and steel industry as a whole.

On social statistics the Office published some further results of its surveys
on wage costs, and made preparations for conducting a survey on wage struc-
tures in 1966. Harmonization proceeded: thus harmonized statistics were
published for average gross hourly earnings, and are in preparation for numbers
of wage-paid workers employed, for real working hours, and for certain basic
social-security data. The figures for numbers of gainfully-employed persons,
already available for the years 1958-62, were also issued for 1963 and 1964.
Preparations were made for a sample survey on occupatmnal accidents in the
E.E.C. industries to be carried out in 1966.

The evaluation of the family-budgets survey was completed for a number
of countries, and the findings are now appearing in a special series of Stafistigues
Sociales.

With regard to agricultural statistics, various preparatory studies were
drawn up with a view to ensuring better comparability among price figures.
A first Regulation is now out on improvements to production statistics in respect
of animal produce. To speed up the provision of figures on supply and consump-
tion, arrangements have been made for some data to be processed by the
punched-card system. Various improvements were made to regional agricultural
statistics, including in particular those concerning soil utilization and vegetable
produce. The Office also devoted a good deal of time to preparations for its
forthcoming survey on the structure of the agricultural sector.

" Press and Information Service

32. The joint Press and Information Service concentrated mainly, as before,
on the written word, and in particular on its monthly magazines in the Com-
munity languages, in English and, since May 1965, in Spanish, for Latin
American consumption. Also as before, it sought to work up relations with
various sectors of public opinion, notably the trade unions, and with the principal
public and private information media, and to satisfy the growing demand in
academic circles for material on Community affairs.

Activities in connection with fairs and exhibitions included E.C.S.C.
stands at the Fiera del Levante in Bari and the international communications
exhibitions in Genoa, and High Authority participation in the coal and steel
industries’ display at the first International Transport Exhibition in
Munich.
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A Community Press and Information Office was opened in Montevideo,
with responsibility for the whole Latin American area.

Details of the Service's work, which is conducted on behalf of all three
Communities, will be given in the Ninth General Report of the E.E.C. Commission.

33. In addition to its day-to-day job of keeping the public abreast of progress
on the implementation of the Treaty, the High Authority’s Spokesman’s Office
has a number of more general public relations duties. . In 1965 these included
organizing a second film parade of documentaries on the European iron and
steel industry, which was held in Luxembourg from October 24 to 27.

The Spokesman's Office and the Press and Information Service together
arranged for visits to the High Authority by over 150 parties of politicians,
journalists, economists, trade unionists, educationists, students and others
numbering some 6,000 persons in all — both. from within the Community and
from many third countries. ‘

Inter-Executive Working Parties

34. The Inter-Executive Working Party on Energy, of which M. Lapie of
the High Authority is Chairman, met on June 3. A draft memorandum of the
E.E.C. Commission to the Council concerning Community policy on petroleum
and natural gas was discussed; M. Lapie reported on the implementation of
Articles 10, 11 and 12 of the Energy Protocol of April 21, 1964, and the Working
Party was also given an account of the High Authority’s progress in supplementing
and updating its previously published Study on the Long-Term Energy Outlook
for the European Community. _ :

The Inter-Executive Working Party on Transport, on which the High
Authority is represented by Vice-President Coppé, met on February 22, May 21,
July 19 and October 29. Matters dealt with included the special rates being
charged by the German State Railways, in support of which the Federal
Government is pleading “potential competition” from a projected Saar-Pala-’
tinate canal; the draft Belgian Royal Order concerning the conclusion by the
Belgian railways of special agreements in respect of carriage of coal and steel;
the draft Belgian and Luxembourg Bills concerning road haulage; and the draft
Royal Decree and Ministerial Orders prepared by the Netherlands Government
in implementation of the High Authority’s Recommendation No. 1/61. The
Working Party also discussed the activities in hand with regard to the joint
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organization of E.E.C. goods traffic following the agreement reached in Brussels
at the June 22 meeting of the Council of Ministers.

An Inter-Executive Working Party on Scientific and Technical Research
. was formed at the instance of the High Authority, which appointed Prof. Hettlage
as its representative on this body. The Working Party held its constituent
session on October 14, when it settled its working programme; it was decided to
set up an ad koc committee of staff members of the three Executives to make
a preliminary study of certain points.

Council| Executives relations

35.  The High Authority took part in the concluding negotiations among the
representatives of the six Governments which culminated on April 8, 1965,
in the signing of the Treaty establishing a single Council and single Commission
of the European Communities.2) It was also represented at the further
discussions on GATT problems.?)

High Authority delegates attended Permanent Representatives’ meetings
on, in particular, points concerning the Communities’ Budgets and Staff Rules
and Regulations.

The E.E.C. arid Euratom Commissions for their part sent representatives
to all meetings of the E.C.S.C. Council at which questions of energy policy were
up for discussion.

Inter-Executive co-operation

36.  Pratical inter-Executive co-operation continued within the framework
established over the last few years. High Authority representatives attended
the meetings of various Brussels committees, including the Medium-Term
Economic Policy Committee, the Short-Term Economic Policy Committee, the
Special Committee on Article 111 of the E.E.C. Treaty, and the Administrative
Committee on Social Security for Migrant Workers.

At departmental level, there was especially close co-operation on a
number of aspects of social policy. Also, the High Authority worked with the

1) See No. 37 below.
2) See No. 49 below.
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Commissions on a variety of other matters, including fiscal questions, industrial
development policy, road haulage, general cartel policy, the capital market,
and certain tariff problems.

THE MERGER OF THE EXECUTIVES AND OF THE COUNCILS

37.  The negotiations on the merger of the three Executives and the three
Councils were well advanced at the publication of last year’s Report, in which
the High Authority gave an account of the position adopted by its representa’uves
at the proceedings.

On April 8, 1965, the member States signed the Treaty establishing a
single Council and single Commission of the European Communities, together
with the Protocol on the Privileges and Immunities of the Communities. On
the same date the Governments adopted a Decision concerning the provisional
location of certain Community Institutions and departments.

The Treaty and Protocol-have to be ratified by the member States in
accordance with their respective Constitutions, that is to say, with the approval
of the national Parliaments. So far ratification has been completed only in
Germany and in France. The Treaty will come into force on the first day of
the month following the last signatory State s depositing of its instrument of
ratification.

38.  The principal object of the Treaty of April 8, 1965, is to amalgamate
the existing High Authority and E.E.C. and Euratom Commissions into one
Executive, and the existing three Councils of Ministers into one Council. The
change is thus primarily organizational, but has at the same time notable
implications with regard to budgeting and administration.

Organizationally, .the most difficult problems were the mode of appoint-
ment, term of office, and number of the Members of the merged Commission.
The High Authority’s proposal, supported by the trade union representatives,
that one Member should continue to be chosen by co-option was rejected by
the Governments, which instead adopted the Treaty of Rome arrangement as
it stood, i.e. appointment by the Governments for a term of four years. Regard-
ing the size of the Commission, the negotiators eventually compromised on a
Membership of fourteen for the first three years (unless the full merger of the
Communities were also to be carried through during that time), and thereafter
of nine.



50 14th GENERAL REPORT

The merger Treaty also provides for a consolidated Budget of the
European Communities, which will incorporate E.C.S.C. administrative expend-
iture, and part of the revenue for which will consist of a fixed percentage of the
proceeds of the E.C.S.C. levy. Budgeting procedure is unified by bringing the
existing E.C.S.C. arrangements into line with those of the other two Commun-
ities; some Governments, and all three Executives, had urged that the European
Parliament’s powets in this connection should be extended in order to make
up for the abolition of the Committee of Presidents hitherto responsible for
budgeting under Article 78 of the E.C.S.C. Treaty, but this suggestion was not
acceptable to all the member Governments.

Lastly, the 1965 Treaty and Protocol bring officials and employees of
E.CS.C., EE.C. and Euratom under a single system of administration with a
single set of Staff Rules and Regulations and identical privileges and immunities.
The precise structure of the system thus accepted in principle will be established
by the merged Commission itself, which is required by an Annex to the Treaty
to make all necessary arrangements, within its fields of responsability, for
effecting the rationalization of its departments within a reasonable time.

39. A second Annex to the merger Treaty contains a Declaratlon by the
German Government running as follows :

“The Government of the Federal Republic of Germany reserves the
right to declare, when depositing its instruments of ratification, that the
Treaty establishing a single Council and single Commission of the Euro-
pean Communities, and the Treaty establishing the European Coal and
Steel Community, shall also apply to Land Berlin.”

The E.C.S.C. Treaty is included in the Declaration because, unlike the
E.E.C. and Euratom Treaties, it has not hitherto been applicable to Berlin; the
German Government is anxious to iron out this anomaly, particularly as the
merger Treaty amends certain passages in the E.C.S.C. Treaty.

The Declaration, which is identical in wording to its counterparts in the
E.E.C. and Euratom Treaties, is necessary because the introduction of such
legal arrangements in Berlin has to be done through the Berlin Senate and the
Allied authorities. Only when the matter has been through the prescribed
channels and the instruments of ratification deposited can the merger Treaty
and the E.C.S.C. Treaty be declared to apply in Berlin.

40.  As already noted, the Ministers on April 8, 1965, in addition to sig—l‘;iwrzxﬂg
the Treaty and Protocol, adopted a Decision as to the provisional location of
certain Community Institutions and departments.
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The compromise finally agreed was roughly as follows :

generally speaking, Luxembourg, Brussels and Strasbourg are to remain
the provisional headquarters of the Community Institutions;

the European Parliament will continue to meet in Strasbourg, while its
Secretariat will remain in Luxembourg;

Luxembourg will continue to house the Court of Justice, and may also
become the seat of other judicial and quasi-judicial institutions;

the Council of Ministers will meet sometimes in Brussels and sometimes
in Luxembourg (April, June and October meetings in the latter);

the establishment of the merged Commission in Brussels will necessitate
a certain rearrangement of the High Authority’s departments, to be
offset by the phased transfer of other departments from Brussels to
Luxembourg;

the European Investment Bank will move to Luxembourg, and the
E.C.S.C. departments concerned with financial operations will remain
there; the Monetary Affairs Committee will hold meetings both in Luxem-
bourg and in Brussels.
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Section 2: External Relations and Commercial Policy

41. In the field of external relations and commercial policy, the High
Authority continued to strive by every means open to it under the Treaty, and
by encouraging concentration by the member Governements’ policy along the
same lines, to get the Common Market for coal and steel into as healthy a state
as possible given the international circumstances. In so doing, it feels it has
contributed towards the gradual establishment of an overall commercial policy
for the Common Market as a whole, and in so far as coal and steel are concerned
has eased the task of the Community Institutions generally and the future
single Executive in particular.

Moreover, although the E.C.S.C. Treaty’s provisions on commercial
policy are inadequate, it is considered that E.C.S.C.’s pioneer work in the direction
of a common policy constitutes a corpus of experience of which the Community
" of the future would find it worth while to take account.

42.  The following is a brief outline of the progress made in connection with
harmonized tariff policy and with steel imports from countries with State-
controlled trading systems, and of the High Authority’s efforts to form a picture
of the outlook in the world coal and steel markets. For the latter purpose, the
High Authority, having found its Council of Association with Great Britain
most usefel in the past, applied itself to working up a practical liaison system with
the Latin American countries and with Japan, and also kept in close touch
with developments on the steel side in the African countries. Co-operation was
maintained with all international organizations whose activities are in some
way parallel to E.C.S.C.’s.

COMMERCIAL POLICY

Peripheral tariff arrangements

43.  The peripheral tariff measures adopted by the High Authority at the
beginning of 1964, which remained in force throughout 1965, undoubtedly
helped to establish a more satisfactory situation in the steel market.l) As will
be recalled, one advantage of these is that they represent for the Community
a step towards the unification of its tariffs at somewhere near the same level as
those of the other major steel-producing and exporting areas.

1) See Thivteenth General Report, Nos. 47-50 and 163 {f.
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When the arrangements were introduced, it was understood that their
effects were to be closely watched and that they were to be relaxed, or even
rescinded, as soon as the state of the market permitted. However, the High
Authority and the member States unanimously took the view that, since
conditions in the world market—meaning more particularly the overcapacity
there—had undergone no change, to discontinue the tariff arrangements would
simply land the Common Market for steel in the same difficulties in 1966 as it
~ had encountered in 1963 as regards both rising imports and falling prices.

Accordingly, Recommendation No. 1/64, requiring peripheral duties on
steel to be adjusted to the Italian level of 9%, was kept in force.

44.  To soften the impact, the same quotas were allowed for 1966 as for 1965
{by Decision No. 13/65, of December 1, 19651)), enabling 350,000 tons of steel
to be imported at the old harmonized rates of duty. In addition, to enable
the six-monthly tariff arrangements normally adopted by unanimous decision
of the Council of Ministers to be implemented, the High Authority further gave
special permission (by Decision No. 15/65, of December 15, 19652)) for the
importation of 29,000 tons of steel at rates even below those of the harmonized
tariff.

45.  Unlike Recommendation No. 1/64, Recommendation No. 2/64, imposing
a specific duty of $7.00 per ton on imports of foundry pig-iron with effect from
February 15, 1964, was due to expire on December 31, 1965. It was therefore
necessary to consider whether this arrangement needed to be renewed, possibly
in a less drastic form.

. The duty could be shown to have helped to lessen the pressure of imports
and stimulate the flagging sales of the Community producers, who moreover,
since its introduction, had been able to quote lower schedule prices, so that at
all events the increased protection appeared to have done the consumer no harm.
The Community producers had meantime embarked on a major rationalization
drive, on too large a scale to be completed in two years. Since, as in the case
of steel, external pressure as regards both tonnages and prices remained a threat
to the stability of the internal market, the High Authority decided to retain
the §7 duty for another year, thus enabling the foundry-pig industry to go ahead
still more actively with its rationalization programme (Recommendation
No. 1/65, of December 1, 1965%)). The member States and the High Authority
agreed to review the matter midway through 1966. '

Y See .0., No. 206/65.
%) See J.0., No. 212/66. ' -
%) See 7.0., No. 206/65.
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46.  Again as in the case of steel, quotas were authorized for the importation
of pig-iron at the pre-1964 harmonized rates, in order to allow for the special
supply interests of certain member countries, and to enable the third countries,
concerned to keep their traditional export markets open up to a point (Decision
No. 14/65, of December 1, 1965%)).

Restriction of steel imports from countries
and territovies with State-controlled trade

47.  Although member countries have for some time been seeking where
possible to step up their trade exchanges in general with Eastern Europe, they
have of course since 1963 had to endeavour to dam the flooding of the steel
market by low-priced imports from countries with State-controlled trading
systems. The action taken, which was at the High Authority’s suggestion,
consists mainly in restricting the tonnages concerned to the quota amounts
in the respective bilateral trade agreements (though various concessions and
exemptions are allowed), and prohibiting Community producers from aligning
their prices, as the Treaty ordinarily permits them to do, on lower quotations
from the State-trading countries. These two measures have had good effects,
especially in the Community pig-iron market.?)

48. All the same, even thus restricted, these imports still amounted in 1964
to one-quarter of total Community steel imports, and in view of the forecast
expansion in Eastern European steel production in 1966 it is clearly essential
to retain the present protective arrangements. The 1963 and 1964 measures,
were therefore again renewed, the Governments’ decision of December 10, 1964,
being extended by a decision of December 8, 1965, while the High Authority.
having obtained the Council’s written agreement, renewed its own Decision
banning alignment of steel and pig-iron prices on quotations from State-trading
countries (Decision No. 16/65, of December 15, 1965%)).

While, in acting in this way, the member States were justifiably concerned
to safeguard the market, it should none the less be borne in mind that the measures
in question represent a long stride in the direction of a harmonized commercial
policy; moreover, customary practice for the past few years has in part made
good certain deficiencies in the E.C.S.C. Treaty in this regard.

1) See J.0., No. 206/65.
2) See No. 158 below.
3) See J.0. No. 212/65; also Nos. 158, 171 and 172 below.
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Multilateral GATT tariff negotiations

49.  After the High Authority, on behalf of the member States, had lodged
on November 13, 1964, the tariffs to serve as a basis in the GATT negotiations,
and particulars had come in of the offers of all the major negotiating partners,
the technical preparatory work on steel began in July 1965. A working party
was established to draw up a comparative table of all duties on steel, and to
consider ways and means of getting these substantially reduced. This work is
of value from E.C.S.C.’s own point of view more particularly because the Com-
munity is anxious that the Kennedy talks should lead to the maximum harmon-
ization of tariffs among the major steel-producing and exporting countries.

The Kennedy round is also to deal with para-tariff measures, which
include in particular third countries’ anti-dumping arrangements liable to
interfere with Community steel exports. The High Authority has noted with
satisfaction that these are being examined by an ad hoc committee, which has
met twice to date. It is supporting endeavours to induce all countries to comply
with Article VI of GATT as the basis of their antl—dumpmg measures and to
draw up a code of implementing rules binding on all.

THIRD COUNTRIES

Council of Association

50. During the period under review the Council of Association between the
United Kingdom Government and the High Authority met twice, in Luxem-
bourg on March 5 and in London on December 17. The March meeting fell
ten years after the conclusion of the Agreement of Association.

Over and above the usual discussions on current developments in the
British and Community coal and steel industries and on general aspects of the
respective energy policies, the main object of attention both at and between the
actual meetings, especially in the Trade Relations Committee, was again the
British 159%, import surcharge imposed on October 27, 1964.%)

51. The High Authority, in an aide-mémoire of janﬁary 12, 1965, following
a memorandum of November 6, 1964, emphasized to the British Government

1) See Thirteenth General Report, Nos. 59 and 60.
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the particularly damaging impact of the surcharge upon Community sales to
the United Kingdom. Although required by the terms of the Agreement of
Association to give one months’ notice before raising the level of protection,
the British Government had imposed the surcharge overnight, in consideration
of which the High Authority felt entitled to ask for a refund of the amounts
paid in surcharge during the first month.

In addition, the standardized products forming the bulk of traditional
Community exports to Britain were highly sensitive to a tariff increase of such
an order as this, so that the whole trade flow concerned was liable to be disrupted.
The system of export drawbacks introduced simultaneously with the surcharge
had further aggravated the situation. The High Authority urged a speedy
return to normal conditions for British-Community trade in steel.

The British Government, however, on April 22 replied in the negative
to the request made in the aide-mémoire, which the High Authority had meantime
verbally repeated at the fourteenth meeting of the Council of Association in
Luxembourg in March.

A little later, the British Government reduced the surcharge to 10%
with effect from April 27, but the High Authority considered this insufficient to
produce any real improvement in the state of trade, and though duly noting the
cut it continued to press for the complete abolition of the surcharge.

In the various discussions, the British Government made the point,
firstly, that the surcharge had been a non-discriminatory and, in its view, an
unavoidable measure, and secondly, that its reduction by one-third should
stand as a manifest demonstration of Britain’s intention to do away with it as
soon as the balance-of-payments situation allowed.

A second aide-mémoire deploring this state of affairs was sent to the
British Government on June 3, and President Del Bo again took the matter up
on his visit to Britain in the same month.

On October 28 the Chancellor of the Exchequer stated that the sur-
charge would have to be maintained, and asked the Commons to approve its
renewal legally for a further year, though he stressed that this was no indication
of the actual length of time the arrangement would be left in force.

At the Council of Association’s fifteenth meeting on December 17 the
effects of the surcharge on Community steel sales to Britain were again discussed;
the High Authority urged that Britain abide by its undertakings, and once
more pressed vigorously for a settlement on the important point of indemnifi-
cation for the results of the British failure to give the stipulated 30 days’ notice
before imposing the surcharge.
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In the normal context of U.K.-Community relations, President Del: Bo
at the British Government’s invitation paid an oﬂicml v151t to London from
June 23 to 25, 1965

Other third countries

§2.  To equip itself to make advance provision, as the Treaty requires, against
coming developments in the world steel market, with which the Common Market,
as the present Report shows, is so closely interlinked, the High Authority went
ahead busily with its market intelligence activities, doing its utmost to obtain
the maximum results with somewhat slender means.

53.. In Latin America, the liason office set up in Santiago de Chili started
operations. The information it is able to assemble and to supply is making for
better understanding of matters of mutual interest between the Community,
as a major exporter of finished steel products and importer of iron ores, and the
Latin American countries, which are coming to think in terms of instituting
Customs unions or common markets modelled in many respects on European
originals. The constructive co-operation already established with the Economic
Commission for Latin America and the Latin American Iron and Steel Institute
has notably benefited.

54.  With the same aim of exchanging information on the present state of the
iron and steel industry in the world in general, the Japanese Government and
the High Authority agreed to organize discussions between senior officials at
regular intervals.

The first meeting took place in Luxembourg on September 23 and 24,
when the two delegations exchanged information on market trends, estimates of
steel consumption and production, the situation as regards supplies of raw
materials (ore, scrap, coal), and technological developments and research. By
common consent the talks were regarded as purely consultative, in no way
committing the steel industries of either of the principals, or the principals
themselves. Plans were made to hold the next meeting in April 1966.

Another feature of Japanese—E C.S.C. relations this year was President
Del Bo's visit to Tokyo, at the Japanese Government s invitation, from
November 14 to 18.

55. 'In order to keep in touch with developments in Africa relevant to the
purposes of the E.C.S.C. Treaty, the High Authority followed the proceedings
of the Parliamentary Conference of the E.E.C./Afro-Malagasy Association.
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In particular, it was represented at the meetings of the Association’s Joint
Committee, and at the second session of the Parliamentary Conference, held
in Rome on December 5-9. President Del Bo, speaking at the Conference,
emphasized the essential oneness of the three Communities, and the importance
of ensuring that the industrialization of the associated African States and
Madagascar should proceed in “the greatest possible harmony of convergence
and complementarity’’ with the industrial and commercial development of the
more economically advanced countries, such as the member States of the
Communities.

New diplomatic missions to E.C.S.C.

5§6. Four more countries in different parts of the world in 1965 appointed
official diplomatic representatives to the High Authority. They were Venezuela,
Australia, Turkey and Chile, whose representatives presented their letters of -
credence respectively on January 28, June 4, June 29 and September 28.

International organizations

5§7.  The network of links with the various international organizations, whose
aims and activities frequently march with the Community’s, has been described
in earlier General Reports.?)

In the year under review the High Authority continued, as always, to
keep itself informed of the work of these organizations, to co-operate actively
with them, and to bear their studies and findings in mind in planning its own
lines of action. In return it naturally kept them posted concerning the progress
-of the Common Market, and on a number of occasions invited them to send
observers to E.C.S.C. meetings and institutional proceedings likely to be of
particular interest to them.

In addition to the various meetings and proceedings of other bodies at
which the High Authority is regularly represented, the year also witnessed

(1) President Del Bo’s attendance at the twelfth Joint Session of the
Consultative Assembly of the Council of Europe and the European
Parliament, on September 24 and 25;

1) See Thirteenth General Report, No. 65.
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(2 attendance by High Authority representatives at the Ministerial meeting
of O.E.C.D. in Paris on November 25 and 26, and at the O.E.C.D. meeting
of Ministers of Science and Technology on January 12 and 13, 1966;

(3) attendance by High Authority representatives at the twentieth plenary
session of E.C.E. from April 21 to May 7;

(4) President Del Bo’s attendance at the Congress of the Latin American
Iron and Steel Federation in Santiago de Chile from July 25 to 29.

58. High Authority representatives attended the international I.L.O.
Conference and the meetings of the Governing Body of I.L.O. A number of
matters of common interest were also discussed with a view to the conclusion
of conventions with I.L.O.'s International Occupational Training Information
and Research Centre and International Occupational Safety and Health Informa-
tion Centre, as well as with the Advanced Technical Training Centre at Turin,
whose Director is M. Paul Bacon, formerly French Minister of Labour and Social
Security (1956-1962).

LL.O. for its part carried out a survey which the High Authority had
commissioned it to conduct on recruitment and working conditions for foreign
labour; this was felt to be necessary in view of the growing numbers of foreign

59-60

workers, particularly from non-Community countries, being signed on by the -

E.C.S.C. industries.

It can thus fairly be said that in the matter of relations with non-member

countries and international organizations the High Authority has made every
possible use of its opportunities under the Treaty to turn what could have been
a period of merely marking time into a period of sustained activity.
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CHAPTER TWO

ENERGY PROBLEMS

9. With the incidental aberrations.in 1962-63 now receding, the broad
trends indicated in the study Long-ferm Energy Outlook for the European Com-
munityl) duly took shape during 1965 and early 1966. The Energy Protocol
of April 21, 1964,2) which was based on the study’s findings, is thus, naturally
now justifying itself both as to the approach adopted and to its immediate
practical relevance. ‘

THE STATE OF THE COMMUNITY ENERGY MARKET
(position at end 1965 and outlook for 1966)

General background

60. The main factors influencing’ energy developments in 1965 were as
follows : .

(1) moderate economic growth in the Community as a whole, with considerable
country-to-country disparities, the Community average expansion in
G.N.P. working out at 3-79, while the national figures were 5%, for
Germany and the Netherlands and 3%, or less elsewhere. The industrial-
production curves diverged still more markedly, but showed a tendency
towards the end of the year to draw closer together, with growth slackening
off somewhat in Germany and picking up sharply in France, and to a-

lesser extent in Italy;

(2) an unexpectedly high level of iron and steel production, with steel up by
over three million tons (49) and pig-iron by 2,500,000. This was made

1} Obtainable from the Publications Department of the European Communities (Doc.
No. 3365/2/64/1). '
2) See Thirteenth General Report, No. 86.
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possible only by high export demand, due partly to chance in the form
of the threatened strike in the American industry. The rise in production
. Wwas mainly centred in Italy and the Netherlands;

(3) below-average temperatures; -though without abnormally bitter winter
weather;

(4)  a high water run-off, which following upon an unusually dry year appre-
ciably affected the distribution of electricity production as between
thermal and hydro power-stations in some countries.

Energy demand thus received no particular stimulus from general
economic growth, although the increase in steel production helped to buoy up
the consumption of coke. The weather necessitated extra heating during the
summer months. The water run-off was such that the hydro power-stations’
production worked out as much as seven TWh above the long-term average :
since the figure for the preceding year of low rainfall had been something like
11 TWh below average, the year-to-year swing amounted to 18 TWh, or nearly
seven million tons hard-coal equivalent.

TABLE 1

Factors governing the trend in Community energy demand

; 1965 1966
Indicator 1964 (estimated) {forecast)
G.N.P. 5.5 3.7 4.4
Industrial production (% p.a.) 6.9 4.0 6.0
Steel production (’000,000 tons) 82.9 85.9 85.6
Pig-iron production ('000,000 tons) 60.8 63.2 64.1
Temperature '
(average = 1.00) 0.98 0.93
‘Water run-off
(average = 1.00)
Germany (Fed. Rep.) 0.91 1.13
France 0.82 1.07
Italy 0.95 1.02

1966 is expected to see a slight rise in the Community’s overall rate of
growth, bringing this pretty close to the medium-term forecasts of 4-49, for
G.N.P. and 6%, for industrial production. The recovery in France and Italy
and deceleration in Germany are likely to continue; in the iron and steel industry
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a contraction is in prospect, a further increase in Italian production being can-
celled out by cutbacks in the traditional producer countries.

The forward estimates for 41966 are calculated, in accordance with the-
High Authoritiy’s usual practice, on the assumption of average.temperatures.
and water run-off.

Total energy consumption.
61.  Particulars to hand indicate that energy consumption in 1965 will work -

out at approximately 595 million tons hard-coal equivalent, an increase of
4%, on 1964 (see Table following).

TABLE 2

Total internal energy requirements

Apmehute consnmption Breakdown n %
1965 1966 1965 . 1966
1964 (estimated} | (forecast) 1964 (estimated) | (forecast)
Hard coal : 237 224 223 41 " 38 36
Brown coal 38 34 34 7 6 51
Oilt) . 240 270 299 42 45 48
Natural gas 20 23 27 4 4 4
Primary electricity ) 37 45 45 6 7 7
Totélz) 672 596 628 100 100 100
Contribution of
(a) indigenous energy 327 322 326 57 54 52
of which : hard.coal 214 201 199 37 . 34 32
(b) imported energy 245 274 302 43 46 48
1) Of which: motor spirit 1964 1965 1966
(000,000 tons) 49 52 57

{'000,000 tons h.c.e.) 69 75 - 81
1) Rounded figures, which may therefore differ from the sum of the individual items.

, In contrast to previous experience, the growth in total requirements was
slightly less than that forecast at the beginning of the year. Apart from some
minor changes in the method employed, this was due to sluggish business activity
generally, and to the trend in the household sector (see below). Energy
consumption continued to expand faster than G.N.P.
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GRAPH No. 1
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62.  The alteration in the distribution by product and origin went on much
as before, with

1) an appreciable contraction, both relative and absolute, in the consimption
of coal, and particularly of indigenous coal, which now accounts for
only one-third of total demand coverage. - This was aggravated by the
water run-off and by uninventorized changes in processers’ and end-
consumers’ stocks;

(2) a rise in the consumption of hydrocarbons (oil and natural gas), bringing
up their share of the total to 49%,;

(3)  a parallel rise to 46%. in the proportion of net imports to total energy
supplies.

~

63. Expected developments in 1966 include -

(1)  a'further rapid increase, in line with the movement of economic activity,
in total energy requirements, which are calculated, given -average
temperatures, at about 628 million tons hard-coal equivalent;

(2)  stagnation in the demand for coal after the steep drop in 1965, with internal
consumption of Community coal amounting for the first time to less than
200 million tons;

(3)  an 119, jump in the consumption of hydrocarbons, which will from now
on account for over half the total.

As can be seen from Graph No. 1, total Community energy requirements
have climbed more steeply than an extrapolation of past trends would have
suggested, but the difference is smaller than experience in 1962-64 might have
been thought to. indicate : in point of fact, actual consumption in 1965 was
26 million tons h.c.e.l) in excess of the estimated 570 million given a few years
ago in the Long-Term Energy Outlook for the Community. i

Consumption by sectors

64. Table 3 shows the 1964-65 and expected 1965-66 changes in the energy
consumption of the different sectors.

1y Including approximately five million tons accounted for by the extension of the Community
statistics in 1964 to cover also the energy consumption of West Berlin. - - -
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Notable among these are the stagnation in sales to private households
and the slight drop in thermal power-station consumption, the latter due as
we have seen to the variation in water run-off.

TABLE 3

Movement of energy requirements by sectors

{'000,000 tons k.c.e.)

Energy. Chau%e Change

Sector consumption 1965/1964 1966/1965

1964 (estimated) (forecast)
1. Iron and steel industry 60.1 4 0.6 4 0.7
2. Other industries 109.3 4+ 6.6 + 9.9

3. Transport :

rail 11.7 — 1.8 — 0.7
road 52.7 4+ 4.9 4+ 5.4
other transport 8.1 + 0.6 4+ 0.6
4. Private households - 136.6 + 2.4 + 6.1
6. Thermal power-stations 107.9 — 0.7 + 8.7
6. Hydro power-stations?) 36.8 + 7.8 + 0.2
7. Other sectors 49.2 4+ 3.6 4+ 1.7
8. Total internal consumption 572.4 4+ 23.2 + 32.6
of which : hard coal . 237.5 — 13.2 — 1.4
brown coal 37.6 — 3.2 + 0.1
oil 240.2 + 29.5 + 29.1
natural gas 20.4 <+ 2.5 4+ 7.6
primary electricity?): 36.8 + 7.8 + 0.2

1) Including geothermal and nuclear power-stations, and also including the net balance of external trade in electric
current.

N.B. The power-stations are considered as end consumers, so that the individual figures do not include consumption
of electric current. Those for the hydro power-stations represent the primary-energy equivalent of the hydro-
electric power produced, converted on the basis of the average specific consumption of the publicly-owned power-
stations of the Community. To avoid duplication, the steel industry’s consumption is shown minus production of
blast-furnace gas. Since the above are rounded figures, the totals may differ from the sum of the individual items.

.

Iron and steel industry

65. 1965 was a year of pretty sustained demand in this sector owing to the
high level of production. The industry’s coke consumption remained overall
about the same as in 1964, as the continuing reduction in the coke rate was
offset by the upturn in pig-iron production (see Table following).
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TABLE 4

Blast-furnace coke rate and total coke consumption
of the iron and steel industry

Year Coke rate Total consumption
(kg per ton of pig-iron produced) {’000,000 tons)
1960 883 51.1
1964 733 49.3
1865 (estimated) . 701 49.1
1966 (forecast) 675 48.4

All the indications are that the contraction noted in last year’s Report
as likely to occur in 1965, which outside circumstances combined to postpone,
will materialize in 1966. The industry’s consumption of non-electrical energy
is expected to level off and its coke consumption to drop by nearly a million
tons, in consequence, firstly, of a stagnation, or even a decrease, in iron and
steel production in all the member countries except Italy, and secondly, of a
further scaling-down of the coke rate from an average 700 kg. per ton of pig-iron
in 1965 to 675 kg. in 1966.

Other industries

66. The continuing rapid growth in energy requirements in most of the
member countries is being accompanied by a very marked, and in France and
Germany apparently increasing, tendency to go over from the solid fuels to
their competitors. This is now evident in such traditionally coal-using industries
as cement-making : in Belgium, for example, the low-grade coal products
formerly sold to the cement works are now going to the thermal power-stations.

Special mention should be made of the trend in the consumption of gas
in this sector, which varies widely from country to country according to the
availabilities.

The biggest increases this year have been in Germany, where natural gas
is gaining ground even faster than in the Netherlands. A number of glass,
cement and heavy-ceramics works in Lower Saxony switched to gas in 1965.

Very large amounts of natural gas—about twice as much as last year—
are expected to be sold to industry in the Netherlands in 1966.
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In Italy, on the other hand, the effects of the Government’s action to
reorganize the marketing of natural gas in view of the developing shortage are
beginning to make themselves felt. There was a further slight increase of 2%
in the consumption of the “other industries” in 1965, but a 10% reduction is
in prospect for 1966, the amounts concerned to go instead to the household
sector, whose requirements are soaring and which has been glven prlorlty rating
in the allocation of natural gas supplies.

In France, as in Italy, demand exceeds supply. In the last few years
more and more gas has been channelled to industry and less and less to the
thermal power-stations : the former’s consumption rose in 1965 by 8%. The
scope is, however, diminishing : most of the additional amounts produced in
1966 will go to the household sector, while industry will receive only 5%, more
than before, despite the fact that deliveries of liquefied Saharan gas va Le Havre
are duly coming in at the scheduled rate of 450 million cubic metres a year.

Transport

67. No major new developnients occurred in this sector. The increase in the
demand for motor spirit was a trifle smaller than expected, 9% instead of 10%,,
partly in consequence of a rather slower expansion in German requirements of
diesel oil. The German railways’ consumption of solid fuels fell by a million
tons in twelve months following the electrification of nearly 830 km. of track;
a further though less substantial decrease is expected in 1966.

Private households

68. A striking feature here in 1965 was the very marked shrinkage in sales
of solid fuels despite the persistent unusually chilly weather conditions. It was
this that kept the increase in the sector’s overall energy requirements so small,
for petroleum products showed a further rise of 16%. Coal sales fell by about
14%, in the Community as a whole, and by over 20%, in the Netherlands.

The trend —which affected all the solid fuels, hard coal, coke and brown-
coal briquettes alike—was due partly to substantial withdrawals from consumers’
and dealers’ stocks, which are included in the figures given since these relate to
sales and not to actual consumption. A large-scale rundown of stocks in the
first six months (the aftermath in some countries of stockpiling undertaken at
the end of 1964 in anticipation of an increase in coal prices) caused a drop in
new procurements which was not wholly made up by a rise during the rest of the
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year. Nevertheless, the decrease in several of the member countries seems too
great to be attributed entirely to cyclical or casual factors. For the first time
there was quite an appreciable surplus of house coal—or at any rate of the
larger sizes, which the private consumer is becoming more and more disinclined
to buy—with the result that some producers were obliged to resort to crushing.

In 1966, given average temperatures and no major stock changes, there
is expected to be a net increase of about 4.5%, in the demand for non-electrical
energy, but accompanied by a further contraction in sales of solid fuels. This
contrasts noticeably with the trend during the last five years, when the average
level of solid-fuel consumption remained fairly steady apart from fluctuations
due to the weather. Now, in some countries at all events, a turnround seems to
be developing for both hard-coal and brown-coal products. The tendency for
surpluses to accumulate is being aggravated, incidentally, by the push which
a number of producers are making to mine as much house coal as they can
before the impending breakthrough of natural gas on a broad front.

Power-stations

69. Community consumption of electric current rose in 1965 by about 6.5%,
a considerably smaller increase than had been forecast. This was mainly
caused by the slowdown in general economic activity : in industry the increase
was only 5 %, whereas household consumption went up by another 10%,. 1966,
however, is expected to see a renewed upsurge in total electricity consumption,
and particularly in that of the “other industries” sector.

As already noted, the good water run-off resulted in a reduced demand
for thermal electricity, production of which increased in 1965 by only 1:4%,.
Consequently, fuel requirements were lower than in the previous year, procure-
ments of solid fuels in particular showing a drop of 2,500,000 tons h.c.e.
Consumption of petroleum products, however, rose by a further 1,600,000 tons
h.c.e., as many newly-constructed power-stations are oil- or dual-fired and so
able to take advantage of the lower price of oil. The German power-stations’
oil consumption rocketed by one-third in a single year, about half the increment
being concentrated in the industrially-owned stations.

In contrast, the 1966 forecasts, assuming an average water run-off
suggest a rise of over 99, in thermal production and of about 8%, in the fue
consumption of the thermal power-stations, bringing the average specific
consumption of the publicly-owned stations ‘down from 2,480 to 2,430 kcal per
gross kWh. '



70 1#th GENERAL REPORT

Given this increase (amounting to nearly nine million tons h.c.e.) in fuel
requirements, the power-stations would need to take about five million tons
more coal and three million tons h.c.e. more oil. This is, of course, not allowing
for any new measures which may be introduced during the year to influence
coal sales to this sector, but it is in any case unlikely that the effects would be
felt to any great extent before the end of 1966.

Production of nuclear power went up from 3.2 TWh in 1964 to 4.6 in
1965, and is expected to reach 7 TWh in 1966, with Italy still contributing much
the largest share, two-thirds of total Community production as compared with
three-quarters in 1964 and 1965. New capacity brought into operation in France
and Germany in 1965 and 1966 will, however, very soon be altering the pattern
of production.

70.  Tosum up, the sector-by-sector estimates for 1966 indicate the continuance
of various established trends, a number of short-term market movements, and
one incipient turnround, vez.

(@) a further rapid and sustained increase in requirements of motor fuels
and of electric current (though with appreciable variations in the break-
down between thermal and hydro electricity), and a steady expansion
in the consumption of hydrocarbons in industry and in private
households;

(&) a levelling-off in the steel industry’s consumption of non-electrical energy
and an absolute decrease in its consumption of coke (in line with a longer- .
term contraction in this sector’s energy requirements generally);

() signs of a switch away from solid fuels in the household sector (though
it is as yet too early to say how lasting and widespread this is likely to be).

Supply position in 1965

71.  The supply trend in 1965 was a continuation, in more pronounced form,
of that which developed in 1964, when the prevailing pattern reappeared after
the boom years 1962 and 1963. Coal is again out of balance, with stocks piling
up and short-time working recurring sporadically, while on the other hand the
untaxed prices of fuel oils remain so low as to be making difficulties for some of
the oil companies, though of course helping to push up consumption.

Noteworthy developments during the year include the following.
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Total energy supply

72.  As may be seen from Table 2 above and from Tables Nos. 16, 17 and 18
in the Statistical Annex, the entire 1965 increase in overall requirements was
met from imports, while absolutely the flow of indigenous energy supplies actually
diminished. At present, therefore, pending the large-scale invasion of the market
by Dutch natural gas and nuclear power, the supply of indigenous fuels is no
longer anywhere near the still fairly rapidly-mounting demand. This is of
course due in part to the physical impossibility of expanding Community
production of some energy sources any further, and in part to the changes in
the respective competitive capacity of imported and of indigenous energy.

Community coal

73.  In consequence of marketing difficulties, Community hard-coal production
fell by some 10,500,000 tons h.c.e. or about 5%, a larger decrease than the various
pit closures scheduled would have suggested. In some coalfields, notably in
Belgium, lack of demand led to a recrudescence of short-time working.

In Germany, unsold stocks rose by a further seven million tons of coal
and 1,600,000 tons of coke, out of a Community total of eleven million : the
serious expense thus incurred was reduced by the granting of State assistance
for the construction of four million tons’ extra storage capacity over the next

TABLE §

- Movement of productivity and direct wages
in the Community coalmining industry

Output per man/shift Al:':::lg; g];gg t
Coalfield '

1964 1965 1965/1964 RO

(kg.) (kg.) (% pa.) estimated)
Ruhr 2,688 2,768 + 2.9 E +.9.0
Saar 2,616 2,740 + 4.5 ’
Campine 1,979 2,102 + 6.2 E + 8.0
S. Belgium 1,606 1,697 + 6.7 )
Nord/Pas-de-Calais 1,709 1,662 - 2.8 E + 6.0
Lorraine 3,113 3,239 + 4.0 :
Dutch Limburg 2,140 2,197 + 2.7 + 6.0
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four years, but it seems likely that before long the German industry will be unable
to stock any more.

Production costs followed much the same trend as in previous years.
In all Community coalfields direct wages rose a good deal faster than productivity
(see Table 5): the impact of this discrepancy on the enterprises’ production
costs is being cushioned by the State’s assumption of social-security charges
caused, more particularly, by the top-heavy age structure of the colliery labour
force, but in addition equipment costs have gone up fairly considerably, partly
owing to increases in the prices of the machines and appliances themselves and
partly as a result of the intensified mechanization drive in the industry. The
net effect has been to send up production costs by an average 5-5%,, which was
nothing like counterbalanced by the 1-5%, rise in revenues per ton yielded by
the various price increases introduced, notably in Germany. The figures for
the individual countries differ a good deal, but in none of them did earnings
keep pace with costs.

State aid to the collieries was further stepped up during the year. High
Authority Decision No. 3/65, taken in accordance with the Energy Protocol
of April 21, 1964, introduced arrangements for the Community-level evaluation
of payments by member Governments to offset “abnormal” social-security
charges due to the alteration in the industry’s age pyramid, and also authorized
subsidization for the purpose of rationalizing colliery operations and of ensuring
the orderly phasing of contraction in view of the regional and social considera-
tions involved. Returns by the Governments show that assistance to offset
social-security charges worked out at 4.2 units of account per ton produced in
Germany, 4.7 in France, 5.4 in Belgium and 0.85 in the Netherlands, while subsi-
dies proper averaged 0.4 units per ton in Germany and 0.8 in France and Belgium.
State aid is, however, on the increase all over the Community, and the differences -
between the amounts paid per ton in the individual countries are tending to
even up.

Imported coal

74.  The short-term c.i.f. prices for single shipments of American coal went
up slightly from their end-1964 level to $14.50 per metric ton for coking-coal
mixture. This was due mainly to a rise in freight-rates resulting from the
extreme pressure on dry-cargo space and the movement of the tanker market :
tanker capacity not used for carrying oil has diminished so that fewer tankers
are available for the transport of cereals, and this has affected the state of the
dry-cargo market generally.

There was also a minor increase in f.o.b. prices in the fourth quarter.
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TABLE 6

.+ - Prices of American coking coal
(high-grade and mixed coking fines)

($ per melric ton)

F.o.b. pricel) Freight—'r ate C.if. price AfR/A

Hﬁm%ton —

Mixed oads- ize

Pocahont - Pocahont .
ghenss | coking | AIRIAD) ghontss | cpling
October 1963 10.74 - 11.46 10.41 5.01 15.75 - 16.47 15.42
4th qtr. 1964 10.74 - 11.46 10.41 3.76 14.50 - 15.22 14.17
Ist qtr. 1965 ° 10.74 - 11.46 10.41 4.24 14.98 - 15.70 14.656
2nd qtr. 1965 10.74 - 11.46 10.41 3.96 14.70 - 15.42 14.37
3rd qtr. 1965 10.74 - 11.46 10.41 3.76 14.50 - 15.22 14.17
4th qtr. 1965 10.86 - 11.58 10.47 4.04 14.90 - 15.62 14.51

1) Quarterly average for short-term contracts.
) Weighted average of rates recorded for single voyages to Amsterdam, Rotterdam and Antwerp.

Spot quotations for imported coal work out $1-2 per ton higher than
shipments under lohger-term contracts. Most of the Commumtys American
procurements, however, are brought over on the latter basis or in the exporters’
own colliers, so that short-term movements of c.i.f. prices do not greatly affect
the Community energy market. On the other hand, a number of contracts
for regular shipments were concluded in 1965, for instance by Electricité de
France (the French nationalized electricity generating industry.)

Electric curvent

?6.  The somewhat sketchy information available on new thermal generating
capacity brought into production indicates a growing preference for multi-fired
plant. While the fuel interchangeability of these installations can vary
considerably—1009%, coal/100%, fuel oil, 100% coal/50%, fuel oil, 50%coal/
509, fuel oil and so on—they have been in usé for some years in Belgium, in the
Netherlands and, particularly, in Italy, where they used indeed to be legally
obligatory in certain cases; they are now also coming noticeably to the fore in
Germany: It is therefore likely that as time goes on it will be easier for producers
to switch from one fuel to another. In addition, the share of nuclear capacity
is expanding rapidly, with an expected increase to nearly 159, even in the year
immediatly ahead.
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TABLE 7

Net additions to publicly-owned thermal generating capacity
in the Community?)

Gross MW 9% of total
1965 1966
1964 ({estim- (fore- 1964 1965 1966
ated) cast)
Conventional single-fired plant 2,466 2,978 1,978 61 43 36
of whick : hard coal 563 1,178 726 14 17 13
brown coal 549 600 700 14 9 13
hydrocarbons 1,347 1,200 522 33 17 10
other fuels 7 — — — — —
Conventional dual- and multi-
fired plant 1,386 3,315 2,769 35 48 51
of which : coal/hydroca.rbons 848 2,459 1,922 21 36 35
fuel oil/gas 470 817 737 12 12 14
other combinations
of fuels 68 39 110 2 — 2
Nuclear plant . 165 594 750 4 9 14
Total 4,017 6,887 5,467 100 100 100

) }\lil;us capacity known to have been taken out of service and individual boilers converted for firing with a different
uel.

0il and natural gas

76.  Some 240 million tons of crude o0il were processed at Community refineries
in 1965, an increase of about 149, over 1964. This was a slightly bigger expansion
than that in internal consumption, the additional tonnages being accounted for
. by a rise in net exports to third countries.

The state of the market for petrolewm products showed little change.
Prices of heavy fuel oils for delivery in 1965 continued at the same low level as
for some years past, except in France, where refineries appear to be granting
bigger discounts on the published prices. Delivered prices of light fuel oil for
heating remained well down, as they have done since yearly 1964, and in the
Netherlands were reduced even further, into line with the untaxed prices of the
adjacent countries; in France larger discounts were allowed for this category
also than in 1964.

The effects on the companies’ finances vary according to their market
position and pattern of supply : some medium-sized and small companies’
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TABLE 8

Movement of fuel-oil prices in some major Community cities?)

{(E.M.A. units of account per ton)

. Light oil
Heavy oils (amounts :wgver 051,(?00 litres)
s 5 Deli d pri
Pm;‘ﬁ'?:::égmg Tax eigr;l%:ixilg]ce Tax

Hamburg {free of charge)

November 1964 o 19 -20 7.7 28 -31 3.3

December 1965 20 -21 7.7 28 -31 3.3
Munich (free of charge) ’

November 1964 19 -21 7.7 33.5-37 3.3

December 1965 20 -21 7.7 34 -36 3.3
Rotterdam (free of charge)

November 1964 16.5 - 17 3 29 - 32. 0-1

December 1965 16 -18 3 25 -28 0-1

January 1966 18 -20 b 26 -29 ¢-1
Antwerp (ex refinery)

- November 1964 . 16 -17 4.5 31 -33 5.5
December 1965 15.5-16.5 4.5 31 -35 5.6
January 1966 15.5-16.5 4.5 42 - 46 6-17

Dunkirk/Le Havre (ex refinery)
November 1964 19 -20.5 2.2 35 -37. 3.1
December 1965 18 -19 2.2 32 -3 3.1
Milan (free of charge)
November 1964 17.5 - 18.5 5 29 7.2
December 1965 18 -19 b 25 -26 7.2

3) The price position for fuel oils is highly obscure, partly owing to the substantial discounts allowed. The figures
shown have been compiled from scrappy and unco-ordinated data, and are not fully intercomparable either from
year to year or from country to country: they are therefore to be taken only as indicating the rough outline of

developments.

growth prospects are impaired, and new competitors face increased difficulty
in making their way in the Common Market.

As regards natural gas, 1965 was marked by the discovery of the Meillon
gasfield in south-western France (yield provisionally estimated at 1,500-
2,000 million cubic metres a year), several finds of unknown extent in the Dutch
provinces of Friesland and North Holland, and a strike of commercial flow in .
the British part of the continental shelf.
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A number of contracts for the export of Dutch gas were drawn up, namely

(@) between Nederlandse Aardolie-Maatschappij (N.A.M.) on the one hand
and Ruhrgas and Thyssengas on the other, for 3,000 and 4-5,000 million
cu.m. respectively;

(b)  between N.A.M. and Gasunion Frankfurt-Gasversorgung Stiddeutsch-
land, for 6,000 million cu.m.;

{¢) between N.A.M. and Distrigas, for 5,000 million cu.m.;
() between N.A.M. and Gaz de France, for 5,000 million cu.m.;

(e) for.the delivery of some 1,500 million cu.m. of Dutch gas by the Brigitta
Company in northern Germany.

A contract was also signed in Italy for the import of 3,000 million cu.m.
of Lybian gas. :

Dutch production of natural gas was double the 1964 figure, very consid-
erably exceeding the forecast at the end of the preceding year. Despite slight
hold-ups in the construction of some sections of the main distribution network,
the programme went ahead pretty much as planned. The conversion of domestic
equipment is proceeding according to schedule: 409, of the two and a half
million householders whose appliances had to be altered have already been
dealt with, and the operation is expected to be completed by the end of 1968.

German reserves, likewise in process of rapid development, are already
put at 250,000 million cu.m., and production in 1965 reached 2,700 million.

Expected supply position in 1966

77.  Current estimates for the Community in 1966?) indicate

(@) a fotal internal consumption of 628 million tons h.c.e. and a tofal demand

! of 732 million. This is a substantial increase (with consumption in
particular up by 5-5%,), bigger than that implied by the general trend,
and will take place only if the Community’s all-round economic expansion
picks up as expected. It must also be borne in mind that these estimates
assume average temperatures and an average water run-off : medium-
sized deviations from these averages may produce a swing of 15-20 million
tons h.c.e. either way, and major ones a swing of around 30 million;

1) See Statistical Annex, Tables Nos. 16, 17 and 18.
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(b)  a coal production target of about 209 million tons h.c.e. (= about 220 mil-
lion ton for ton), i.e. a decrease of about two million tons;

{c) a slight rise in total infernal energy production (all sources together)
owing to the expanding gas reserves, though only 159%, of the increment
in requirements will be covered from indigenous sources;

(@) a natural-gas production of about 20,000 million cu.m., 20%, more than
in 1965. With the Netherlands expecting to produce 234 times as much
as in 1965 and Germany 3,500-4,000 million cu.m., the boom in natural
gas in north-western Europe will definitely begm to affect the energy
position of the countries concerned,;

(e) net energy imports of about 340 million tons h.c.e.

78.  There will thus be again a supply-demand imbalance in the coal sector,
with a surplus of 10 million tons (hard coal and coke together), mainly in
Germany.

The implications of this figure must be spelt out. Failing fresh Govern-
ment action, the surplus will have to be dealt with either by the accumulation
of yet more pithead or consumers’ stocks or by the further scaling-down of
production. Since with State aid as it now stands there is little scope left for
any more additions to.stocks, the glut due to poor sales is more or less bound to
begin directly affecting production.

With this prospect looming, tne authorities will need to consider taking
steps to provide against the resulting difficulties. The present forecast obviously
cannot allow for the effects of any such steps : 4t is therefore not necessarily an
indication of what is actually going to happen, but of what is liable to happen unless
further action is taken.

In the oil market, the hardening expected in the prices of heavy fuel oil
for delivery under contract in 1966 appears duly to have occured in some countries
(Germany and Italy), where quotations have gone up by $1.00-2.00. The
scope for price increases varies from country to country, according to the
regulations in force (quotas for American coal, taxation and so on). As regards
light fuel otls, apart from a seasonal rise in spot landed prices in north-west
European ports due to the temporary increase in single-voyage freight-rates,
untaxed prices are likely to remain down pretty well where they have been
since the spring of 1964. In short, there are no signs of a general upward
movement in untaxed prices, but a certain recovery may be in progress, at any
rate in the case of the heavy fuel oils, in some Western European markets.

Some notable changes were made in the fiscal charges on oil in Belgium
and the Netherlands with effect from January 1, 1966 : in Belgium the special
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excise duty was put up, bringing the total taxation on light fuel oil to the same
level as for heating gas-oil ($16-17 per ton, or three times as high as before),
while in the Netherlands the excise duties on heating gas-oil and heavy fuel oil
not for private use were doubled, bringing the total tax incidence to about
$10 for gas-oil and $5 for heavy fuel oil (charges on fuel oil for private consump-
tion, however, remained unchanged). In Italy, on the other hand, it is planned
to reduce the hitherto very heavy tax on heating gas-oil, which just about
priced it out of the market as a fuel.

These measures, which in Belgium and the Netherlands are purely fiscal
in character, will affect the delivered prices to consumers, though it is far from
certain that they will have much short-term effect in impeding the movement
from one fuel to another. What they do undoubtedly do is to increase still
further the differences in levels of taxation as among the individual countries.

79.  The outlook for 1966 is thus a continuation of developments in 1965,
minus the random factors (variations in water run-off, changes in consumers’
stocks) which served to accentuate the latter. The Achilles’ heel of the Com-
munity energy market remains indigenous coal, in which the continuing imbalance
between supply and demand must be expected to give rise to further difficulties

during the year.

ENERGY POLICY

80. Important developments with regard to energy policy in 1965 were the
institution of consultation procedures on action to be taken, initial studies on
coking coal supplies, and above all the introduction of the Community system
of State aids to the coal industry, in accordance with the High Authority’s
Decision No. 3/65.1) The Community was able for the first time to obtain a
full picture of the assistance given to the collieries by the member Governments,
and to appraise this in the light of the criteria set forth in the Decision.

81. The member Governments, by the Energy Protocol of April 21, 1964,?)
in view of the need “to further, by means of State aid, the measures adopted by
the collieries, including in particular rationalization measures, for the purpose
of adjusting their operations to the state of the market, and in addition to
afford them generally degressively-phased assistance in the form of protection

or support,”

1) See J.0., No. 31/65, or Annex to the present Chapter.
?) See [.0., No. 69/64, or Annex to Chapter Il of Thirteenth General Report.
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82.

resolved “to enter into consultation with the High Authority in the
Special Council of Ministers concerning the measures envisaged before
these were put into effect” (Article 10);

invited the High Authority “to submit any necessary procedural pro-
posals, in accordance with the Treaty of Paris, for the introduction of
a Community system of State aid” (Article 11);

gave it as its view that “the Council should devote special attention to
the question of the Community’s long-term supply position regarding
coking coal” (Article 12).

Community system of State aid

Decision No. 3/65

In accordance with Article 11 of the Protocol, the High Authority’s

Decision No. 3/65, issued under Article 95,1 of the E.C.S.C. Treaty, established
a Community system of State aid, é.e. of aid actually disbursed by the member
States but organized in line with Community criteria set forth in Articles 2,
3, 4 and 5 of the Decision.

(@)

These are, briefly, as follows :

the Common Market is not considered to be infringed by “State assistance
with the financing of social-security benefits which has the effect of
reducing the relation for the collieries between the charge per actively-
employed mineworker and the benefit per payee to the level of the corres-
ponding relation in other industries” (Article 2,2);

following consultation with the Council of Ministers, the High Authority
may authorize State aid “not calculated to interfere with the proper
functioning of the Common Market” for the purpose of

(i) part-financing exceptional expenditure on “positive rationalization”

to make collieries more economic, and accompanying expenditure
on recruitment, training, adaptation and stabilization of personnel

(Article 3),

(i) closing pits or workings (“negative rationalization™) (Article 4),
and/or

(#43) enabling rationalization to be effected at an acceptable rate which
will not seriously disturb the economic and social balance of the
area concerned (Article 5).
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Article 1 requires the member States to declare to the High Authority
each year all financial action they are intending to take, directly or indirectly,
on the collieries’ behalf; for 1965 this was to be done by April 15, 1965.

Implementation of the Decision in 1965

83. The member States duly fulfilled their obligations: declarations were
submitted by Germany, Belgium, France and the Netherlands, and the German
Government later in the year also supplied particulars of further measures it
planned to introduce for the benefit of the German coal industry.

The first declarations, however, made it clear that additional details
would be needed, and the matter was discussed between officials of the High
Authority and of the Governments to facilitate the drawing-up of declarations
in future years.

On October 12, the High Authority was able to give an account of the
position as a whole to a committee of experts from the six Governments meeting
in preparation for the consultation provided for by the Decision on the subjects
of Articles 3, 4 and 5. The main points may be summarized as follows.

84.  The bulk of the Governments’ assistance is going in connection with social-
security charges, though a certain amount is also being done to aid the process
of positive and negative rationalization economically and socially, and to help
ensure that it is appropriately phased so as to avoid regional complications.

The account does not cover State aid for technical research, readaptation
under Article 56 of the Treaty or workers’ housing, nor fiscal and tariff measures
to protect the member countries’ coal industries vis-d-vis imported coal and
liquid fuel.

Assistance with social-secuyity charges

85.  With the shrinkage in the Community colliery labour force from 800,300
in 1960 to 717,800 in 1965, the largely independent social-insurance scheme
of the coalmining industry has become seriously overburdened. Article 2,2 of
Decision No. 3/65 provides in this connection that “State assistance with the
financing of social-security benefits which has the effect of reducing the relation
for the collieries between the charge per actively-employed mineworker and the

1) Annual averages, workers underground and surface,
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benfit per payee to the level of the corresponding relation in other industries
shall be deemed to be compatible with the Common Market.’'1)

Fair treatment as between the collieries and the rest of industry would
thus be accepted as existing if the contribution per actively-employed mine-
worker stood in the same relation to the amount disbursed in benefit per payee.
as the contribution per actively-employed worker to the benefit per payee on
other industries, the formula working out as follows?) :

Cn G G,
— = —0r Cpp =By —

B. B, B,

Where the charge currently payable in the coalmining industry (C,) is
greater than the charge so arrived at (Cy), Article 2,2 of the Decision provides
that State aid making up the difference or part of the difference C,-C,, is to be
considered as being compatible with the Common Market,

Article 2,2 is being implemented in respect of those branches of social
security in which the contribution and/or benefit arrangements are different in
the coal industry’s scheme and in the general system for industry; where the
arrangements are identical in both, the Article is disregarded as the coal industry
is considered to be integrated in this respect with industry as a whole.

86.  Assistance by the German Government on the social side, which relates
to retirement, survivors’, sickness and accident insurance, totals at DM 2,647
million; this is about 2%, above the DM.2,588 million arrived at on the basis of
the formula just indicated. Belgian State aid with retirement, survivors’,
disablement, sickness and accident insurance works out at Bfr.5,620 million as
compared with Bfr.5,583 million, a difference of 0-59%,. The French Government’s
assistance, totalling Ffr.1,230 million, towards insurance against disablement,
retirement and occupational accidents and diseases, tallies exactly with the
amount indicated by the formula. As regards the Netherlands, it proved
impossible to apply the formula direct on the basis of the information supplied,

1) “Social-security benefits’’ include all those payable in respect of any of the eventualities
listed in I.1.O. Convention No. 102 (sickness, maternity, disablement, old age, death of bread-
winner [survivors® insurance], occupational accident or disease, unemployment, dependent
children) plus administrative and other related expenses.

““Charge™ is the total amount of the employer’s and/or worker’s contribution.

%) C¢ = charge currently payable in the coalmining industry;
Cm = charge per actively-employed mineworker;
Bm = benefit per payee under the mines insurance scheme;
Cg¢ = charge per actively-employed worker outside the mining industry;

benefit per payee under the general insurance arrangements for industry.
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but indirect application showed that the Government’s contribution of about
HA.35,500,000 towards the coal industry’s social-security charges was pretty
well correct.

The High Authority was thus able to conclude that the State aid furnished
was within the bounds laid down by Article 2,2 of the Decision as compatible
with the Common Market : the deviations from the figures given by the formula
are small enough to suggest mere errors due possibly either to defective fore-
casting of insufficiently detailed statistics.

Assistance with rattonalization

87.  Assistance under Articles 3, 4 and 5 of Decision No. 3/65 (which accounts
for only a very small proportion of the total) requires prior High Authority
permission.

Accordingly, the High Authority has to appraise plans to provide
assistance towards the stepping-up of productivity by reorganization and capital
expenditure (Article 3), the effecting of total or partial closures (Article 4) and the
phasing of rationalization measures (Article 5), in order to make sure that they
do not contravene Article 2,1 —which stipulates that they must not be such as
to interfere with the proper functioning of the Common Market—and are in
line with the criteria set forth in Articles 3-5.

The first point to be established is whether the subsidies so affect the
existing competition situation as to make an appreciable difference to the
sales prospects of individual enterprises or groups of enterprises. The High
Authority can judge this by the movement of sales from month to month.
Obviously such effects can take some time to become apparent, and the High
Authority intends to follow carefully the relevant trends in trade exchanges
and deliveries; its observation of market reactions to subsidies authorized in
1965 will be a major element in its decisions in 1966.

Secondly, in examining competition among the Community producers
themselves, the High Authority has to bear in mind the ever-growing pressure
of outside competition from oil and imported coal, which is becoming steadily
more and more threatening despite the present systems of quotas and fiscal
protection. Clearly, withdrawal of the subsidies would operate more to the
advantage of these competing fuels than to that of Community coal; on the
other hand, if subsidization enabled Community coal producers to undercut
the delivered prices of imported fuels, and so more or less obliged their immediate
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competitors to offer alignment rebates not based on real productivity or market
advantages, the High Authority would need to keep a very strict watch on
developments.

88.  No assistance under Article 3 was declared to the High Authority in 1965.

Under Article 4, the German Government announced its intention of
paying “closure allowances” of DM.12.50 per ton of saleable coal (representing
a total for 1965 of DM.47 million}, and in addition, granting exemption from
up to two-thirds of each colliery’s obligations in respect of the equalization of
burdens property contribution (Lastenausgleich). The amount of this exemption
is calculated for the first six months of 1965 at only DM.700,000.

The closure allowances work out lower than the actual expenditure
incurred by the collieries in ‘taking capacity out of production, and cannot
therefore put the latter in a position to introduce market distortions by altering
their prices. Moreover, since they cover only part of the cost of closure, they
conform to the requirements of Article 4.

89.  Under Article 5, the German Government decided on September 1 to
take immediate steps to “neutralize” for a set period some six million tons of
coal, by moving stocks of four million tons to the neighbourhood of the main
consumer centres and cutting back production by some two million tons; for
this purpose it was granting guarantees, and making payments to a total of
DM.194 million over a maximum period of four years.

The assistance is being given to help cover the cost of moving and storing
the coal and the depreciation in its value during storage : in return, the collieries
thus aided were to make up in full, up to December 31, 1965, the wages payable
for the four shifts which are being discontinued to ensure the specified production
cutback. So far as the coal year under review is concerned, this subsidization,
though doubtless not particularly effective as a long-term policy medsure, is at
least not “calculated to interfere with the proper functioning of the Common
Market”, and since it is an ad hoc arrangement to avert serious economic and
social complications in the coalfields, it qualifies for approval under Article 5.

The Belgian Government is furnishing assistance for the purpose of
enabling the scaling-down of production to be phased, for social and regional
reasons, over a fairly long period, and giving the collieries the time and means
to adjust themselves. The subsidies for 1965 were intended to offset or help
offset losses, including loan redemptions and service of capital, and were to be
fixed individually in accordance with the losses of the particular enterprise
concerned : collieries running at a loss of Bfr.100 per ton or less (the final decision
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as to whose future is to be deferred until later) would have the amount only
partly made up, receiving not more than Bfr.55 in subsidy, while those losing
over Bfr.100 per ton (which are pretty well definitely rated for closure) were to
be compensated in full.

The 1965 appropriations for this purpose were :

Bfr.403,300,000 to part-cover the losses of 20 enterprises with an aggregate
production of approximately 15,400,000 tons

Bfr.422,100,000 to cover in full the losses of seven enterprises with an aggregate
production of approximately 3,100,000 tons

Bfr.825,400,000

These subsidies cannot possibly suffice to cancel out the difference in
price between Belgian coal and coal from other parts of the Community, and
hence cannot influence the general state of the Common Market.

The French Government is granting assistance with a view to a long-
term adjustment of production in line with regional economic patterns and with
the production targets set for 1970. The subsidies are to be used not only for
the part-coverage of losses, but also for rationalization, for recruitment and
training, and for the reduction of certain interest charges payable by the collieries.
The 1965 appropriation totalled Ffr.245 million.

Subsidization under Article 5 was to range in 1965 from Fifr.0.60 to
Ffr.11.50 per ton according to coalfield. The Centre/Midi collieries were to be
paid the most : they are, however, located at such a distance that the question
of competition between them and the rest of the Community industry does not
really arise. The Nord/Pas-de-Calais collieries were to receive only a very
small subsidy, amounting to no more than 1%, of their revenues, which would
not be enough to give them any appreciable advantage within the Common
Market. Lorraine’s subsidy, though sizeable—round about 7%, of the collieries’
revenues—would offset only a fraction of the substantial losses there : never-
theless, it would not be altogether impossible for producers on the strength of
this to introduce price cuts in particular areas or consumer sectors, and it was
therefore up to the High Authority to make sure that any such reductions
remained within the limits of the alignments necessitated by competition from
third-country coal.

The High Authority’s conclusion was that the subsidization arrangements
planned for 1965 under Articles 4 and 5 of Decision No. 3/65 were all quite in
order.
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Other asststance

90. Other Government measures examined for conformity with the E.C.S.C.
Treaty were :

(a) a Federal and Land Government participation of DM.25 million in a
capital increase by Saarbergwerke AG., Saarbriicken, which is the joint
property of the two. Such operations are normal practice by owners of
enterprises;

(b)  exemption from income tax and company tax in respect of capital gains
on disposals of property, and Federal Government guarantees and counter-
securities, which are concessions permitted by the Rationalization Act.
These are general arrangements, not confined to the coalmines :

] a number of aids in Germany and Belgium, mainly concerning utilization
of coal in power-stations.?}

Both (4) and (b}, being general measures applicable in a variety of
industries, fall outside the scope of Decision No. 3/65; (¢) were considered by
the High Authority to be in conformity with the Treaty and so not to need
special authorization under the Decision.

Consultation

91.  The consultation with the Council provided for by Decision No. 3/65 has
not yet been completed. The High Authority’s account of the position, referred
to in No. 83 above, has, however, been discussed with experts reptesenting the
six Governments.?)

C oﬁcluding remarks on the colliery aid system

92. Without prejudice to what the Council may eventually have to say on
the subject, the High Authority considers that the present system of State
aid shows, upon examination, no incompatibility with the criteria set forth in
the Decision, nor, in particular, with the proper functioning of the Common
Market.

About 909, of the assistance given is intended to cover the collieries’
abnormally high social-security charges. It amounts to $4.20 per ton of

1} See No. 95 above.
%) See No. 17 above.
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estimated 1965 production in Germany, $4.70 in France, $5.40 in Belgium and
$0.85 in the Netherlands. Neither the first three very similar figures nor the
fourth contrasting one are intercomparable : they are relevant only for the
country concerned, .e. as compared with that country’s general social-insurance
system. The very low figure for the Netherlands is due to the fact that pensions
there, both in the coalmining industry and elsewhere, are based on straight
capitalization.

The size of the “abnormal”’ burden borne by the collieries in consequence,
mainly, of the shift in the age pyramid—and hence the extent to which they
are handicapped in competition if left unaided—is clearly brought out by the
amounts they are having to be paid to offset it.

93.  Conversely, subsidization proper under Articles 3, 4 and 5 is still marginal-
$0.40 per ton of coal produced in Germany and $0.80 in France and Belgium-
The Dutch collieries have not asked for assistance.

It is evident, therefore, that the Governments have kept their assistance
to the strict minimum needed to fulfil the aims of the Decision; they have in
addition tailored it to the requirements of their own coal industries, Germany
relying more on Article 4 and Belgium and France on Article 5. The assistance
is of course selective, but this is right and proper since it is intended to deal
with specific difficulties.

As it is being given on such a small scale, and does not appear likely to
affect coal sales either at regional or at Community level to an indesirable
extent, the High Authority has no objection to offer.

Consultations under Avticle 10 of the Protocol

94.  Article 10 of the Protocol of April 21, 1964, as was noted at the beginning
of this Section, provides for consultations between the Governments and the
High Authority in the Council of Ministers on proposed measures concerning
coal before these are put into effect, except in specially urgent cases; the Govern-
ments undertake by this procedure “to do their utmost to co-ordinate these
various measures.”’ :

The individual problems and the Governments’ proposed modes of tackling
them are to be studied purely from the point of view of energy policy, particular
attention being paid to establishing whether the action envisaged is in line with
the basic principles of the Protocol. Legal aspects are not covered : Article 10
leaves all parties in full possession of their normal powers under the Treaties.
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The signatories to the Protocol are thus provided with a useful instrument
for working towards the establishment of an energy policy, since the consultations
form a regular link, within the Council of Ministers, both among the member
States and between them and the High Authority and the E.E.C. and Euratom
Commissions. This system of conferring on the energy problems in the different
countries and the methods by which the Governments propose to deal with them
makes for a better understanding of one another’s position and a gradual
movement towards closer harmony of views, so that the broad outlines of a
common energy policy can be progressively hammered out.

The consultations thus need to be held on a very flexible basis, with no
strict procedural forms, so that they can range as widely as possible.

95.  Several such consultations took place in 1965. The German Government
was the first to make use of the procedure, submitting details, in letters of
November 24 and December 17, 1964, of its plans regarding

(a)  financial assistance for the construction of coal-ffired thermal power-
stations;

(5) financial assistance for the construction of piped- and block-heating
installations; '

(c) compulsory licensing of oil imports (for statistical purposes, not involving
actual restrictions as to tonnage);

(d)  compulsory declaration of projects for the construction of refineries and
pipelines;

(€) compulsory stockpiling of mineral oils.

For purposes of consultation, the French Government on' February 1,
1965, notified the High Authority and the other member States of the 1970
production targets just worked out for each coalfield for the guidance of the.
French industry.

96.  The Council of Ministers at its meeting on March 11, 1965, duly held the
consultations applied for in respect of the German and French Governments’
intended measures, in the course of which a very comprehensive discussion took
place among the Ministers and the Members of the three Executives.

The High Authority welcomed the two Governments’ action in asking
for consultations in accordance with Article 10 of the Protocol, and expressed
confidence that the other member States would lose no time in doing the same.
Since the procedure constituted a regular dialogue on energy measures taken or
to be taken by the Governments, it was highly desirable, for the purposes of the
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co-ordination aimed at by Article 10 of the Protocol, that a quy inventory of
all these measures should be available as soon as possible.

97.  The German Government, in letters of August 4 and September 7, 1965,
requested consultations on its scheme?) for providing extra storage capacity for
some further four million tons of ceal, to be partly financed from public funds,
and curtailing production by about two million tons by the introduction of
idle shifts on full pay.

The project was subjected to a preliminary discussion in some detail at
an ad hoc committee meeting on October 12.

Coking-coal supplies

98.  Under Article 12 of the Protocol, the Council of Ministers is required to
give its special attention to the question of the Community’s long-term supplies
of coking coal. The High Authority was therefore instructed to submit a report
to the Council on the situation in this respect.

The High Authority accordingly assembled and evaluated all available
data on the subject, and submitted the findings to an ad koc committee of the
Council. These give a picture of the Community’s supply position with regard
to coking coal as indicated by the existing statistics : the statistics themselves
were, however, somewhat sketchy, and additional particulars will be needed to
supplement the outline so provided.

The situation was analysed with special reference, firstly, to the different
sources of supply and their physical capacity and secondly, in view of the very
large amounts of coking coal taken by the iron and steel industry, to the price
relations as between coal and coke of different provenance.

99.  The main findings were as follows.

The coal requirements of mine-owned and steelworks-owned coking-
plants?) account for some 359%, of the Community’s total coal consumption; they
are met 909, from Community production and 109, from imports, principally
from the United States. Consequently, with the restrictions on imports of
third-country coal, the Community is substantially self-sufficient in this respect;
all the same, in the last few years it has tended to rely rather less exclusively on
indigenous supplies.

1) See No. 89 above.
?) Including independent coking plants, but exclusive of gasworks.
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Overall, the Community’s production of coking coal is well in excess of
its requirements. The position varies a good deal, however, from one country
to another, owing to the location of the deposits, the prices of these grades and
certain fechnical considerations such as the need to blend different types of
fines in order to obtain coke suited for use in the steel industry. Thus Luxem-
bourg relies entirely on coke procured from within the Community, mainly
from Germany, where the Luxembourg steel firmas have a number of financial
holdings; at the other extreme, Italy imports practically all its-coking coal from
third countries.

Almost the whole of the Community’s requirements of metallurgical
coke are met by Community coking-plants. Germany is the biggest producer,
supplying nearly 609, of the total. .

Differences between the prices of imported and indigenous coal face
Community steel producers with the double problem, firstly, of conditions of
competition vis-d-vis third-country producers, and secondly, of conditions of
competition v¢s-d-vis another according as their own Government’s import
policy does or does not allow them ready access to imported coal.

100. TFollowing a preliminary examination of these findings, it was decided
that the study must be supplemented to include fresh data and developments
in 1965, notably with regard to coal prices. Work on this is now in progress.

*
% ¥

101. The course of events since 1964 has underscored the scale and seriousness
of the changes in the pattern of the Community energy market. To cope with
these changes, the coal industry itself needs, with State assistance, to make a
sustained push to reorganize by properly-planned stages, while, in parallel,
special arrangements will have to be made on the social side with respect to
employment readaptation of workers and area redevelopment. Action on
both fronts must be taken with the minimum of delay if a really satisfactory
balance is to be achieved regarding social and regional conditions on the one
hand and the Community-level question of security of supply on the other.

The Energy Protocol of April 21, 1964, provides the proper framework
for the preparation of these measures, which demand close co-operation between
the individual Governments and the High Authority.
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ANNEX

DECISION No. 3/65
of February 17, 1965,

concerning the Community system of State aid
to the coalmining industry?)

THE HIGH AUTHORITY,

having vegard to the provisions of the Treaty, and in particular to Articles 2, 3, 4,
5, 47, 64, 67, 68, 95, 1 and 95, 2 thereof, and

having vegavd to the Protocol concluded by the Governments of the member States
in the Council of Ministers on April 21, 1964 (J.O. of April 30, 1964, pp. 1099/64 ff.),

(1) whereas in the said Protocol the Governments of the member States agreed upon
certain principles intended to form the basis for a common energy policy covering coal,
oil, natural gas and nuclear energy, and whereas, referring to their decision of
February 24, 1964, to merge the Communities, they affirmed their determination to establish
and apply in accordance therewith a common energy policy with respect, infer alia, to
commercial policy, to the system of State aid and to the rules of competition for the different
energy sources,

wheveas, however, the coalmines are now confronted by certain urgent problems
which should be dealt with at once by the means which the Treaty establishing the European
Coal and Steel Community afford,

whereas the coalmining industry is having to adjust itself to the structural alterations
caused in the energy market by the increasing pressure from imported coal (favoured in
particular by the present level of maritime freight-rates) and the steady advance of other
energy sources such as oil and natural gas, and whereas these structural alterations are
obliging it to engage in exceptional exertions in the matter of rationalization.

whereas moreover, in a number of respects, and more particularly with respect to social
insurance, these alterations are resulting in the coalmining industry’s having to bear ab-
normally high charges as compared with the conditions obtaining in other industries, and
whereas this situation is liable to stultify the collieries’ efforts to rationalize, and, thereby
impede their efficient operation;

(2) whereas for the High Authority to take any steps to superintend or co-ordinate
measures to alleviate the financial burden on the coalmining industry it must in the first
place have full and accurate knowlegde of what the Governments are planning to do in this
connection, and whereas it is thus entitled to request.the member States to notify it of all

financial assistance they propose to furnish to the coalmining industry, in direct or indirect
form;

(3) whereas, after setting forth the main aims and elements of the Common Market,
the Treaty in Article 5 requires the Community to assure the establishment, maintenance
and observance of normal conditions of competition, and whereas the part-financing of social-
security benefits from public funds in order to offset the abnormal charges borne by the
coal industry simply restores for that industry conditions of competition in conformity with
Articles 1-4 of the Treaty,

wheveas the Treaty empowers the High Authority to intervene where changes by the
member States in the system of social-security benefits and the financing thereof are liable

1) Published in the J.0., No. 31/65.
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to distort the play of competition in the Common Market, but whereas the prowsxons in
quest1on were drawn up at a time when it was not realized that radical changes could occur
in the structure of the energy market and that co-ordinated action to restore normal
conditions of competition could then be desirable,

whereas in this respect and to this extent the Community is now in a situation not
provided for in the Treaty and requiring to be dealt with by recourse to Article 95,1 thereof,

whereas the abnormal charges borne by the coalmining industry are due in particular
to the considerable decrease in the number of actively-employed mineworkers, so that
the relation of the charge per actively-employed mineworker to the benefit per payee has
risen well above the corresponding relation in other industries, whereas assistance by the
member States designed to bring the former relation down to the level of the latter can
certainly be considered compatible with the Common Market, and wkereas the establishment
of this principle by the present Decision is an essential contribution to the restoration of
orderly conditions of competition for the coalmining industry;

(4) wheveas the special rationalization drive which the collieries are having to under-
take in consequence of the radical alterations in the structure of the energy market is in
accordance with the objectives set forth in the initial Articles of the Treaty and with the
“common interest’”” referred to in Article 3 thereof, but involves the collieries in greater
expense than they can afford unaided,

whereas Article 2,2 of the Treaty, requiring the Community to “‘establish conditions
which will in themselves assure the most rational distribution of production at the highest
possible level of productivity,’” specifies that this must be done ‘‘progressively... while
safeguarding the continuity of employment and avoiding the creation of fundamental and
persistent disturbances in the economies of the member States,” and whereas under the
conditions just described the discharge of this duty justifies temporary assistance from
the public authorities towards the collieries’ rationalization drive,

whereas Article 4,c of the Treaty seeks to prevent member States from distorting
conditions of competition in the Common Market and to that end debars them from granting
aids or subsidies to coal- or steel-producing enterprises, whereas this prohibition does not
apply to a Community system of assistance designed to enable the objectives of the Treaty
to be attained, whereas the Treaty affords the High Authority no specific power to institute
such a system, and whereas in this “case not expressly provided for,” it is necessary to invoke
Article 95,1 in order to enable the pursuit of the objectives set forth in the initial Articles
of the Treaty to be carried on,

wheréas the institution of a Community system of assistance to the coalmining industry
does not necessarily presuppose that-the funds are to come from a Community source, but
whereas for the system to be Community in character

(a) there must be criteria to ensure that the assistance is in fact in the common interest
: and given only on the scale strictly necessary,

(b) the member States must obtain the High Authority’s approval before effectmg any
disbursement in this connection,

(¢) the High Authority must be vested with such powers of inspection and intervention
as are needed to ensure that the right use is made of the assistance given,

whereas, accordingly, all due care must be taken to make it impossible for assistance
to be furnished in proportions or by procedures liable to impair the proper functioning of the
Common Market, more particularly by altering trading conditions to an extent contrary
to the common interest,

whereas with respect to positive rationalization the assistance is designed to part-
finance exceptional expenditure on measures to increase profit-earning capacity, whereas such
expenditure may be made with the object of ensuring greater efficiency not only in coal-
winning but in coal valorization, but whereas it is of course pointless unless the collieries
have sufficient coal reserves at their disposal,
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wherveas the positive-rationalization drive is liable to prove largely ineffectual unless
the coalmining industry possesses an adequately skilled and stable labour force, whereas
it should therefore also be made permissible to grant assistance towards the financing of
expenditure on the recrnitment, training, adaptation and stabilization of personnel where
this complements or facilitates the positive rationalizations proper,

whereas assistance for negative rationalization is designed to cover expenditure
incurred in the taking of installations out of production, whereas care must be taken to
ensure that no more is given than is required for this specific purpose and it is therefore
necessary to detail the different categories of expenditure which may arise in connection
therewith, but whereas, subject to this restriction, there is no objection to the assistance
being furnished in effect on a lump-sum basis,

whereas in the case of an area not as yet offering adequate openings for development
the collieries’ adjustment to the altered state of the coal market may be liable seriously to
disturb the economic and social balance of that area, and whereas to obviate this risk it may
be deemed necessary to phase the rationalizations over a period and to grant assistance
to cover the costs thereby incurred by the collieries,

whereas the present prospects of the coalmining industry suggest that these various
forms of assistance are an effective mean of meeting the economic and social demands which
are posed by the objectives set forth in the ‘initial Articles of the Treaty,

whereas to ensure the satisfactory implementation of such a decision the High
Authority must be enabled to exercise its authorizing power effectively, to make its
authorization subject to any condition or conditions it considers appropriate, to carry out
the necessary checks thereafter, and to withdraw its authorization as soon as no longer
warranted, and whereas, similarly, the High Authority must be enabled to prevent enterprises
in receipt of assistance from charging artificially low schedule or aligned prices which would
interfere with the proper functioning of the Common Market;

having conferred with the Consultative Committee and obtained the unanimous
consent of the Council,

hereby DECIDES as follows:

Avrticle 1

1. The member States must declare to the High Authority by November 1 of each year
all financial assistance which they propose to grant to the coalmining industry, in d1rect
or indirect form, in the course of the following calendar year.

The grounds for and precise range and scope of the assistance concerned must be
specified. Assistance for 1965 must be declared by April 15 of that year.

2. With respect to financial assistance relating to social-security benefits in the coalmining
industry, the member States must also furnish to the High Authority by April 15, 1965,
particulars of

(a) the relevant laws and regulations in force at January 1, 1965;

(b)  the amounts, grouped by categories, paid out in benefit during 1964 to mineworkers
and former mineworkers and their dependants, and the number of payees concerned;

(¢)  the funds and sources thereof from which the payments referred to in (b) above
were made.

The estimates declared each year under 1 above must, in the case of assistance relating
to social-security benefits, be accompanied by updated information in respect of (a), (b)
and (¢) above.
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3. If during the calendar year the member States form the intention of furnishing
financial assistance additional to that indicated in subsections 1 and 2 above, they must
declare this to the High Authority in good time to enable it to consider the measures in
question and issue its verdict in accordance with the procedure just described.

Avticle 2

1. Assistance of the kinds described in Articles 3-5 below may be authorized by the High
Authority, following consultation with the Council, provided it is not liable to interfere with
the proper functioning of the Common Market.

The membeér State concerned may not take action to furnish such assistance w1thout
prior authorization by the High Authonty

2. State assistance with the financing of social-security benefits which has the effect
of reducing the relation for the collieries between the charge per actively-employed mine-
worker and the benefit per payee to the level of the corresponding relation in other industries
shall be deemed to be compatibile with the Common Market.

3. With respect to all other forms of financial assistance coming within the purview
of the Treaty, the High Authority shall adopt an attitude in accordance with the procedures
and rules the Treaty prescribes.

Article 3

1. The High Authority may authorize State assistance to collieries which is designed
-to part-finance exceptional expenditure on measures to increase proﬁt-earning capacity
by positive rationalization, including in particular expenditure in connection with the concen-
tration of pits, capital expenditure on the further mechanization of coal-winning; capital
expenthure on more efficient coal valorization, and capital expenditure on the 1mprovement
of mine safety standards.

Such assistance may be granted only if the collieries concerned can show

(a) that they possess developed deposits representing not less than three years’ normal .
working and reserves representing not less than twenty years’;

(6)  that the implementation of the capital projects in respect of which they are applying
for State assistance will result in a substantial decrease in production costs (calculated
on a constant-price basis) or in a substantial increase in coal valorization.

2. The High Authority may authorize State assistance to help finance expenditure on
the recruitment, training, adaptation and stabilization of persomnnel where this complements
or facilitates positive rationalizations fulfilling the requirements of subsection 1 above.

Article 4

The High Authority may authorize State assistance to collieries in connection with
the closure or partial closure of installations (negative rationalization). Such assistance
may cover only the following types of expenditure.

(1) Expenditure incurred only by collieries effecting closures.
(i) exceptional social-security charges resulting from the retirement of workers in advance
of the statutory retiring age;

(ii) other exceptional expenditure in respect of workers losing their employment in
consequence of closures;
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(i) payment of extra-statutory pensions to workers losing their employment in
consequence of closures, and to workers entitled thereto prior to the closure;

(iv)  deliveries of coal free of charge to workers losing their employment in consequence
of closures, and to workers entitled thereto prior to the closure;

(v) residual charges under tax provisions;

(vi)  additional underground safety operations necessitated by the closure;
(vii) subsequent mining (subsidence) damage;

(viii) residual charges in connection with water and sewerage rates.

(2) Expenditure incurred by the above collieries and others

(1) increased extra-statutory social-security charges due to the shrinkage in the number
of contributors following closures;

(i) increased expenditure on mine drainage operations;

(iii) increased water and sewerage rates where due to a shrinkage in the number of rate-
paying collieries following closures.

The assistance may be paid on a lump-sum basis provided it is confined to the coverage
of expenditure specifically incurred in respect of closures.

Avrticle 5

1. Where the adjustment of collieries to the altered state of the coal market is liable
seriously to disturb the economic and so6cial balance of an area because the openings for
development there are not yet adequate, the High Authority may authorize State assistance
to enable the rationalizations to be phased appropriately.

2. Such authorization may be granted for one year only. It may be renewed. Renewal
in respect of assistance to be provided in 1968 may be granted only with the unanimous
consent of the Council.

Avrticle 6

1. The Governments of the member States must attach to their applications supporting
documents showing that the requirements set forth in Articles 2-5 above are fulfilled, and
must in particular furnish the following information:

(a) Assistance for negative rationalization
(i) the scheduled dates for the commencement and completion of the closure operations;
(ii) . the cost of the rationalization.

(b) Assistance for positive rationalization
(i) the scheduled dates for the commencement and completion of the operations concerned;
(it) the capital costs involved and the modalities and amount of the assistance planned.
2. In order to ensure that the assistance authorized by it is employed in accordance
with the aims set forth in Articles 2-5 above,

(a) the High Authority may 1ssue 1ts authorization subject to any condition or
conditions it deems appropriate;

(b) it may impose restrictions on the extent to which the collieries concerned may
exercise their right of alignment under Article 60 of the Treaty, and require them to abide
by stipulated minimum prices. Any colliery infringing such injunctions may be proceeded
against under Article 64.
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3. The High Authority may effect the necessary spot-checks at collieries.

4. The High Authority shall rescind its authorization or amend the provisions thereof

-should it conclude that the assistance is no longer in conformity with the conditions stated

in Articles 2-5 above, or that the practical results of that assistance or of the manner in
which it is employed are counter to the requirements specified for its authorization. The
member State concerned shall comply, by such time-limit as the High Authority shall fix,
with the Decision rescinding the authorization or amending the provisions thereof.

:

Avrticle 7

This Decision shall come into force on March 1, 1965. It shall expire on
December 31, 1967. .

Authorizations granted prior to the latter date may cover assistance to be furnished
during 1968.

This Decision was deliberated and adopted by the High Authority at its meeting
on February 17, 1965.
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CHAPTER THREE

THE COMMON MARKET
FOR COAL AND STEEL

Section 1 : The Common Market for Coal

STATE OF THE COMMON MARKET FOR COAL IN 1965%

General situation

102. Although energy consumption overall has been rising steadily by some-
thing like 5% a year, consumption of coal in 1965 remained stagnant or, if
anything, slightly declining. The demand for Community-mined coal is
definitely falling.

In consequence of a high level of hydro-electric power production and a
substantial rundown of consumers’ stocks in the early months of the year, coal .
sales in 1965 were the lowest since the Community’s inception.

So also was coal production, which totalled only 218 million tons; in
the past twelve years it had never gone below 223 million, even in 1963, when
it was affected by strikes in France.

Imports, at 29 million tons, were also somewhat lower than in the two
previous years. Nevertheless, they accounted for 129, of total coal procurements
in 1965, whereas the highest proportion in any year since 1953 had been 8%,

1) The coal figures in this Chapter are those officially issued by the member countries. The

statistical series given here'and in the Annex are therefore intercomparable with those
in previous editions. For W. Germany (less the Saar) and the Netherlands coal production
is reckoned after conversion of low-grade products in accordance with the method of the
country concerned; for all other Community coalfields, including the Saar, it is calculated
ton for ton.
For convenience in drawing up the energy balance-sheets, the data used in the foregoing
Chapter, on Energy Problems, relate to production in tons H.C.E. (hard-coal equivalent),
calculated by a new method of converting low-grade products which was adopted by the
High Authority’s Committee of Coal Statisticians on September 10, 1965.



98 14th GENERAL REPORT

even when bitter weather conditions and depleted stocks made them indispens-
able. This reflects the continuous pressure of competition from third-country
coal on the Community market. In E.C.S.C.’s early days the average prices of
indigenous coals were lower than those of imports, but they climbed to round
about the same level in 1959-61 and in 1965 stood anything from 5% to 20%
above, in the case both of steam-raising and of coking coals.

103. No proper account can be given of the general state of the Common
Market for coal without reference to developments in connection with the
alternative energy sources,?) oil, natural gas and hydro-power.

The installation of gas pipelines in the north-western part of the Com-
munity was not yet sufficiently advanced in 1965 for gas consumption to show
any considerable increase. Consumption of electric current rose at almost the
same rate as in previous years; total coal consumption by the thermal power-
stations, however, decreased. This was due to a combination of circumstances
—an exceptionally good water run-off, with the producibility factor reaching
1.09, the continuing shrinkage in specific consumption, and a further 79,
increase in the consumption of petroleum products. As in the preceding years,
oil’s share of the market increased at the expense of coal’s, petroleum products
not only accounting for practically the whole of the increase in total energy
consumption, but taking another 6%, of the coverage away from coal. The
main reason was the price differential, which in 1965 frequently averaged over
209, between indigenous industrial coal and heavy fuel oil, not counting the
rebates granted by the oil companies.

104. As a result of these various factors, the coal position for 1965 is even
more in surplus than the year before. Pithead stocks rose by 10 million tons
to a total of 26 million, not far from the 1959 figure, which was the highest in
the Community’s history.

Demand for coal

105. Apart from the water run-off, no extraneous influences interfered with
the movement of coal requirements in 1965. The rate of growth of the Com-
munity economy as a whole—a 3-79%, increase in G.N.P.—was average, as was
that of total energy consumption, which was not distorted by any climatic
vagaries to speak of. The trend in sales of other energy sources was substantially
the same as it has been since 1958,

1) See Chapter II above.
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TABLE 9

Movement of the overall position of hard coal and briquettes
; in the Community

{*ooc,000 metric tons)

1962 1964 1965
Community consumptiont) 268.2 253.2 237.5
Changes in consumers’ stocks?) : — 2.3 + 0.2 — 0.5
Intra-Community disposals ’ 2565.9 253.4 237.0
Exports to third countries. 4.8 2.9 2.0
Total demand 260.6 256.3 239.0
Production?) 228.4 230.4 220.0
Imports from third countries 23.6 31:1 29.0

Changes in producers’ and importers’

stocks — 8.5 -+ 6.2 -+ 10.0
Total supply 260.6 256.3 239.0

1} For household sector: sales.
?) Exclusive of household sector.
3} Tncluding pitch for briquetting purposes; low-grade products in tons of saleable coal.

The demand for coal therefore appears simply to have moved in line with
the pattern at present prevailing in the energy market, the sole exception being
the fact that had it not been for the good water run-off coal sales would have
been some two million tons higher.

Consumers’ stocks underwent a slight decrease, of about 500,000 tons,
which proportionately affected disposals to the different sectors. No indications
are, however, so far available concerning changes in household stocks.

Coal consumption in 1965 totalled 238 million tons, as cornpared with
253 million in 1964, a drop of 6%.

106. As can be seen from Table 10, the two largest sectors, the power-stations
and the coking-plants, today account for 64% of the whole, as against only
489, in 1953, a demonstration that on these two fronts coal is still comparatively
well placed.

Electricity requirements are rising so steeply that, despite the steady
reduction in the amount of primary energy consumed per kWh produced in the
thermal power-stations and the increasing use of oil-fired equipment there, coal
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sales to this sector would be fairly sure to show an increase in a year of average
water run-off. '

This trend may be expected to continue in the years ahead provided the
measures adopted or decided upon in various member countries produce the
effects anticipated. The only factor that might interfere with it would be a
further expansion in the use of heavy fuel oil for electricity generation. With
the increase in refinery capacity in the Community the amounts of fuel oil on
offer are growing rapidly, while in addition the power-stations are tending more
and more to install dual-fired plant, in order to be able to adjust their procure-
ments to all price variations.

Consumption of hard coal for coking in 1965 was 209, above the 1953
level, but had shown no actual rise since 1958. Coking-plant production is
governed mainly by requirements for metallurgical, industrial and household
coke and for coke-oven gas—all of which are declining.

The coking industry’s future depends principally on the size of the demand
from the iron and steel industry. It has been found in recent years that even
a 49, annual increase in pig-iron production does not necessarily mean an
increase in coke requirements. The coke rate is being steadily reduced by new
techniques and practices such as fuel injection and the admixture of larger
proportions of high-grade ore and sinter to the blast-furnace burden;?) these will
doubtless be followed before long by pelletizing, and possibly even by direct
reduction of the ore. Nothing short of a major upsurge in iron and steel pro-
duction could do more than just counterbalance the reduction in the coke rate,
and so to some extent stabilize the coking industry’s position by pushing up
consumption of metallurgical coke.

107. Over against these two sectors taking more coal than in 1953; the power-
stations and the coking-plants, stand four which are taking very much less:
the gasworks and the railways, for reasons familiar to all, have been reducing
their consumption of coal for years and their procurements today are only 55%
and 36%, respectively of what they were in 1953, while those of the iron and
steel industry (i.e. its procurements of coal proper as distinct from coke) and
of the “other industries” group have fallen to 70%,. In all these sectors com-
petition with the alternative fuels—more especially heavy oils, petroleum gas
and natural gas—is at its keenest: the price gap between them and coal is
yawning wider and wider, and there is not the slightest likelihood of a slackening
in the switch away from coal in the immediate future.

1) See Nos. 149, 154 and 207 betow.
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168. The household sector stands midway between the two sectors of expanding
and the four of contracting consumption. As can be seen from Table 10, sales
in 1965, though decreasing, were still only 79, below their 1953 level; never-
theless, although absolutely coal has more or less held its ground, relatively it
has not, for the share of oil has very markedly increased, the 1965 figures indica-
ting a 169, drop from 1964 in sales of coal and a 149, rise in those of petroleum
products. Sales of gas have also risen, but they are up to now still on too small
a scale to make any real impact on coal’s position.

This, however, will no longer be the case once the distribution network
for Dutch and German natural gas is completed and begins to supply the big
centres of population in the north-western portion of the Community. The
shrinkage which has already been in progress for some time in the demand for
house coal in urban areas will be intensified, and the present modest expansion
in sales of solid fuels to country districts will no longer be sufficient to offset it.
Exposed thus to competition from two sources fuel oil and gas,, the household

“sector is likely also to become before long one of the sectors of “structural
decline.”

Intra-Community trade

109. The volume of trade in solid fuels among the Community countries again
decreased in 1965, thus remaining below.the level of 1953. A certain seesaw
effect was observable between coal and coke, with coal heavily down and
coke, at the moment, 40% up on 1953. Cross-frontier sales of coal and briquettes
totalled 17 million tons, 400,000 less than in 1964, while those of coke amounted
to 9,900,000 tons, a drop of only half a million.

The contraction in the case of coal and briquettes is the net result of two
contrary trends, a substantial decrease and a smaller increase. Sales to France
by the other Community countries fell by one million tons, those by Belgium
slumping 429%,, or 600,000 tons, and those by Germany 7%, or 400,000 tons.
Sales to Belgium and the Netherlands, on the other hand, went up, Germany'’s
and the Netherlands’ to Belgium by 13%, each, Germany’s to the Netherlands
by 7% and Belgium’s to the Netherlands by 22%,.

As regards coke, the falling-off.is also due principally to reductions in
French procurements, though the Netherlands and Luxembourg also bought
less coke within the Community than before.
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TABLE 11

Intra-Community procurements of solid fuels

('000 metric tons delivered)

Percentage change

Country 1964 1965

1965/1964 1964/1963")

Hard coal and hard-coal briquettes
Germany (Fed. Rep.) 1,337 1,278 — 4.4 — 33.9
Belgium 3,897 4,317 + 10.8 + 11.1
France 8,425 7,406 — 12.1 — 6.4
Ttaly . 654 562 — 14.1 — 48.9
Luxembourg 150 125 — 16.7 — 28.9
Netherlands 3,199 3,547 + 10.9 — 14.3
Total 17,666 17,236 -— 2.4 — 10.6

Coke-oven coke

Germany (Fed. Rep.) 376 525 + 40.0 + 7.1
Belgium 526 635 + 21.0 + 15.3
France 4,999 4,465 — 10.7 — 15.6
Italy 239 263 + 10.0 — 43.6
Luxembourg 3,987 3,814 — 4.3 + 8.9
Netherlands 255 198 — 22.4 — 44.1
Total 10,382 9,900 — 4.6 — 6.8

1) See Thirteenth General Report, Table 12.

Imports from third countries

110. ‘Though down by 2,200,000 tons from 1964, imports of hard coal from
outside the Community continued high, at 28,900,000 tons.

As in previous years, American coal accounted for over two-thirds of
the total with 20,400,000 tons, approximately the same amount as in 1964.

The decrease was mainly in purchases of British coal, which went down
from 4,100,000 tons to 2,600,000, but procurements from the Soviet Union and
minor supplier countries were also rather lower, only those from Poland
remaining much the same as before. '
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TABLE 12

Hard-coai imports from third countries, by eéxporter countries

(000,000 metric tons)

Country ‘ 1958 1960 1964 1965

United States 25.8 12.5 20.56 20.7
United Kingdom 1.6 1.9 4.1 2.6
Poland ’ 2.6 1.7 1.6 1.7
Soviet Union 1.2 1.4 3.6 3.1
Other sources 0.6 0.6 1.3 0.8
Total 31.8 17.9 31.1 28.9

(max.) (min.)
TABLE 13

Hard-coal imports from third countries, by importer countries

{’000,000 metric tons)

Country 1958 1960 1964 1965

Germany (Fed. Rep.) 12.9 5.6 7.5 7.5
Belgium 2.4 0.9 3.2 2.7
France 4.9 1.9 5.9 5.0
Italy 7.7 6.2 9.4 10.1
Netherlands 3.9 3.3 5.2 3.6
Community 31.8 17.9 31.1 28.9

(max.) (min.)

Broken down by countries of destination, imports show appreciable
decreases in the case of the Netherlands, France and Belgium. Italy, on the
other hand, took 700,000 tons more than before, mostly of coking coals. It
should be added, however, that imports represent only 8% of home consumption
in each country except Italy.

Exports to third countries

111. Exports of hard coal, briquettes and coke fell in 1965 by approximately
one million tons, or 169,. The decrease was rather less marked for coke
(3,300,000 tons exported) than for coal (2,100,000). In both cases the country
chiefly concerned was Germany, which exports three-quarters of the Community
total.

Exports now account for only 2.5%, of Community producers’ markets.
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Pithead stocks of hard coal

112. To the steep rise of six million tons hard-coal equivalent in pithead stocks
in 1964 was added a still larger one, of eleven and a half million, in 1965.
Production cutbacks and somewhat smaller imports not only failed to reduce
the 1964 imbalance, but were themselves outrun by the contraction of the internal
market. The fact that one million tons were sold from stocks in Germany (as
against an expected four million?)) in no way alters the general position that
demand is manifestly less than supply. The pile-up of saleable grades and of
house coal in the low-volatile and anthracite range which developed in 1964
continued further.

Table 14 shows the positions of the four producer countries and the
particularly serious state of affairs in Germany.

TABLE 14

Pithead stocks of hard coal

{*000,000 metric tons)

Country End 1963 End 1964 End 1965 (oaditions s
Germany {Fed. Rep.) 3.8 8.6 15.6 + 7.0
Belgium 0.5 1.5 2.4 + 0.9
France 6.1 5.7 7.2 + 1.5
Netherlands 0.4 0.9 1.2 4+ 0.3
Community 10.8 16.7 26.4 + 9.6

This trend is indicative of one of the Community coalmining industry’s
great problems, its inability, due to the structure of big collieries today, to adjust
to a shrinkage in sales.

Production
113. The aggregate hard-coal production of the Community in 1965 was

218 million tons. This was 10,400,000 tons less than the previous year’s figure,
and 5,400,000 less than that for 1963, a year of substantial production losses

1) See No. 89 above. ,
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as a result of a long-drawn-out strike.in the French pits. The contraction
already in progress in France, Belgium and the Netherlands continued, and.
there was also a 59, drop in Germany, where the level had remained more or
less unchanged since 1959.

TABLE 15

Trend in hard-coal production
) . {'ooc,000 metric tons)

~ Country 1953 1959 1962 1963 1964 19651
Germany (Fed. Rep.) 140.9 141.8 141.1 142.1 142.2 135.1
Belgium 30.1 22.8 21.2 21.4 21.3 19.8
France 52.6 57.6 52.4 47.8 53.0 51.4

(strike)
Ttaly 1.1. 0.7 0.7 0.6 0.5 0.4
Netherlands 12.3 12.0 11.6 11.5 11.5 11.4
Community 237.0 234.9 227.0 223.4 228.4 218.1

1} Provisional figures.

114. The drive to improve working efficiency went ahead steadily; particulars
will be found in the section following, on costs and rationalization.') The

TABLE 16

Comparative movement of underground labour force
and underground o.m.s.

(%)
1963 1964 1965
Country -
Lf:?)l;g:r O.m.s. szz)ll)_g:r O.m.s. Lfaot:ggr O.m.s.

Germany (Fed. Rep.) — 6.4| 4+ 63| — 45| 4+ 3.7|— 5114+ 3.4
Belgium — 274+ 01|+ 27| — 3.1} — 7.0} 4+ 6.3
France — 204+ 1.9|— 37| 4+ 45| — 40} 4+ 0.3
Italy — 31.8]| 4+ 19.3 | —26.7 | + 26.6 | — 23.3 | + 14.8
Netherlands — 15| 4+ 08} — 23| + 25| — 24|+ 2.7
Community — 4.7 4+ 45— 33|+ 2.7} — 4.9+ 2.7

1y See Nos. 126 ff. below.
2) See No. 312 below.
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efforts to increase productivity and lower production costs are gaining momentum’
thanks to the drastic action taken both at enterprise and at industry level; as
. this is principally medium and long-term in character, no startling results can
be anticipated right away, but productiv 1ty may be expected to rise as time
goes on.

The shortage of colliery labour, and especially of underground workers,
persisted in 1965. Although the continuing shrinkage was partly made good
by recruiting foreign nationals, the number of underground workers on the
mdustry s books.showed a drop of 6:1%, over the year.?)

In some cases shortage of manpowerand the consequent under-utilization
of extraction potential have undoubtedly impaired productivity, as has short-
time working—an unavoidable concomitant, given the inherent lack of flexibility
in coal production, of the industry’s present sales dlfﬁcultles-—whlch of course
pushes down daily output.

Prices and price alignments
_ Prices of Community coal

115. In 1964, coal prices had remained noticeably steady, as a result of the
© tremendous pressure on the Community market both from oil and from third-
country coal : even though their production. costs were rising,!) the Commumty
producers could not afford to put up their prices any further, as these were,
in the current state of demand, already prohibitively high. Their financial
position consequently took a sharp turn for the worse, obliging them to make -
increased calls on assistarice from public funds in order to keep the rate of
-contraction in their production within acceptable limits.?)

Some minor price adjustments were made, as usual with regard to the
household grades, in an effort either to stimulate demand for those out of favour
or to increase earnings on those which are particularly popular. Thus on
April 4, 1965, the Belgian producers cut their prices for sized Borinage
bituminous coals by Bfr.30 per ton, the -Nord/Pas-de-Calais introduced
_ reductions of Ffr.1.00-5.00 for sized anthracites over 18 mm and low-volatile
and semi-bituminous coals and increases of Ffr.9.00-14.00 for anthracite peas
and grains, while the Netherlands mines put sized anthracites over 10 mm. up
by Hl.2.00-3.00 and sized coke by H.f13.00-6.00. ‘German prices remained
unchanged.

1y See No. 121 below.
%) See No. 122 below.
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That these small adjustments were the only ones made in the whole
Common Market serves to highlight a state of affairs in which for some years
. now, notwithstanding a fairly steady demand for the high-grade fuels in the .
household sector, the competition from oil and gas has been making it impossible
for the coal producers to obtain any additional revenue to speak of even from
types and grades in comparatively short supply.

For industrial coal the only changes were an increase of Hf.3.00 on
Dutch large metallurgical coke and, from January 3, 1966, one of Bfr.30.00
on Belgian low-grade coal.

By and large, the state of the market for Community coal is coming to
be governed more and more by the other fuels’ conditions of competition : that
is to say, the price of Community coal is at present mainly determined by the
prices of petroleum products and imported coal. This situation, with the
market price of coal no longer linked to its production costs, has made the
coalmining industry both highly vulnerable and dependent for survival on funds
it can itself no longer earn.

Prices of thivd-country coal

116. The price leadership of American coal vis-4-vis other possible outside
sources of supply continues, both for individual transactions and for regular
contracts under trade agreements.

The f.0.b. prices of American coal remained firm in 1965, tending to
harden in the last few months. This is the consequence of such sustained home
demand as to make certain types of coal difficult to supply, resulting in a rise
in f.0.b. quotations. The tightness seems likely to continue in view of the
expected increase in demand and the conclusion of large numbers of very long-
term contracts by American thermal power-stations. The American producers
are out to secure long-term sales for more and more of their production, and
are unwilling to sink money in starting new mines unless they are pretty well
assured of selling what comes out of them. Now export contracts—with the
exception of some concluded with Japanese importers—seidom afford such
assurances. Unless they are offered long-term contracts that do effectively
guarantee them a market, they are unlikely—in contrast to their attitude
after 1945—to be interested in undertaking new capital projects on the specul-
ative assumption of export sales.

The f.0.b. prices of American coal may be expected to harden further if
transport costs from mine to port remain unchanged.
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The effects of this trend on the price of imported coal in the Community
can, however, be accurately judged only if we consider the behaviour -of the
¢.i.f. quotations. Here contrary influences operating in a downward direction
have largely -offset the rise in f.o.b. prices. The number of single-voyage
charter-parties is declining rapidly, more and more American coal being carried
either under long-term contracts or in company-owned modern colliers, in both
of which cases the freight costs are  very much lower than the single-voyage
rates of $3.25-4.00 usual in 1965.

Even in 1964, 20% of the European Continent’s imports of American
coal were brought over in large-capacity colliers of over 25,000 deadweight
tons(109%, in vessels of over 30,000 tons); since then the trend has become still
more marked, with the construction of bigger and bigger ships, and today
cargoes of over 60,000 tons are being regularly landed at the major European
ports.

Size of ship has thus been an important factor in the last few years.
From now on, however, it is likely to become a good deal less so. So are
shipbuilding costs, which having fallen steadily since 1960-61 appear now to
have reached rock-bottom and to be even showing a slight upturn.

" It is, then, reasonable-to assume that the level touched in 1965 by
freight-rates for large vessels under long-term contracts ($2.25-2.75) is the
lowest at which shipowners can still expect a profit. Anything below that
would no longer fully cover depreciation or service on capital, and could only
occur if the state of trade were very depressed indeed.

Accordingly, the increasing use of large colliers under long-term charter
contracts is likely to result for the Community as a whole in a further fall in
average transatlantic freight-rates. Consequently, given the rise in the f.0.b.
prices, the average cost of American coal may be expected to remain pretty
well unchanged in the period immediately ahead.

Price alignments

117. The decrease in sales by alignment observed in the coal year 1963-64
continued in 1964-65—an indication of the producers’ anxiety to avoid wherever
possible the often substantial price reductions which alignment involves.
However, the worsening sales situation appears to have obliged them in 1965-66
to revise their attitude as regards alignment on third-country quotations,
which in the first six months showed an increase over the corresponding period
in the previous year.
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Total Community salesv by alignment, which in 1963-64 amounted to
12,400,000 tons (6,6%, of all sales), in 1964-65 reached only 9,700,000 tons
(5-7% of all sales).

Alignments on Community schedule prices

118. Sales by alignment on E.C.S.C. schedules dropped from 7,700,000 tons
in 1963-64 to 6,700,000 in 1964-65, and the decrease continued in the first half
of 1965-66.

It was chiefly the German and Belgian producers who eschewed this
form of price alignment, the French, Dutch and Italians continuing to employ
it to much the same extent as before. Within Germany, the diminution was
most marked in the case of the Saar, a circumstance certainly due in part to
the new tariffs introduced by the German State Railways for consignments
from the Saar collieries to destination in south Germany.

In quite a number of cases, German and Belgian producers elected to
align their prices on. third-country quotations instead of on those of their
Community competitors.

Alignments on thivd-country gquotations

119. Sales by alignment on third-country quotations decreased from
4,400,000 tons in 1963-64 to 3,000,000 in 1964-65. During the first part of
the coal year 1965-66, however, the trend was reversed and the volume of
alignments rose back to the level for the whole of 1964-65, mainly thanks to
the German and Belgian producers, who, as we have seen, meantime reduced
their intra-Community alignments.

The trend in alignments on third-country quotations in the last few
months indicates that for consumers in certain areas the price of third-country
coal is coming to be regarded more and more as a kind of reference price, and
that the existing import restrictions do not necessarily prevent the price level
from being more noticeably affected than can be explained by the actual
tonnages imported. Consumers exert a pressure on prices that is largely
unconnected with the amount of third-country imports as such: it derives
either from the situation as regards availabilities and prices of petroleum
products or from third-country guotations for coal, so that it is often hard to
say whether the position is one of actual or of potential competition.
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“Naturally, poor demand and plentiful supply are the underlying reason
for this trend in alignments on third-country quotations, which by reason of
the substantial price cuts they involve are obviously bound to make matters
still worse for the Community producers.

THE COST TREND AND THE RATIONALIZATION DRIVE

Costs?)
Coiliery productivity

120. Underground output per man/shift in the Community rose in 1964 by
2:7%,, from 2,331 kg. to 2,395. This was the smallest improvement since 1961,
the year-to-year increase for 1962 being 6-1%, and for 1963 4:6%,. For all the
~collieries’ efforts, the latest figure is no longer in step, as previously, with the
average rise in productivity in industry overall : in fact, as the latter in 1964
" stood between 6 and 7%, it works out at less than half.

The corresponding increase in 1965 was very little better, a mere 39,
from 2,395 kg. to 2,465. .

Average o.m.s. rates of the individual coalfields

Lorraine and the Ruhr led the Community in 1964 with increases of 7.2
and 4.49, respectively. In the other French and German coalfields and in
Dutch Limburg output improved by between 2 and 3%, while the Belgian
collieries’ productivity went down by an average 3-1%,—mainly in the Campine
(—5-6%;)—owing, it seems probable, to personnel changes and reconstruction
~ operations which are still in progress.

The o.m.s. pattern for 1965 also varies from coalfield to coalfield.
Germany registered increases of 3%, in the Ruhr, 8%, in the Aachen coalfield
and 5% in the Saar, while Belgian and Dutch productivity rose respectively
by 6% and 3%; in the French industry taken overall, on the other hand, there
was a slight decrease.

1) To comparabilize the cost series for the different countries, production and underground
output per man/shift have had to be computed ton for ton. The underground o.m.s. figures
-as calculated by the national systems (for Aachen, the Ruhr, Lower Saxony and Dutch
Limburg) are given in Table No. 3 of the Statistical Annex. .
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Movement of costs

121. TFigures to hand indicate an average rise of approximately 5-59%, in
Community coal production costs in 1965, inclusive of depreciation and service
of capital. This sharp jump is the consequence of substantial wage increases
accompanied by a much less substantial improvement in productivity.

In 1964, the increase in costs was 1.7%, just half that in the previous
year.l) This was due to a variety of factors, some tending to push costs up and
others, to a certain extent, to relieve the pressure. Labour costs, which alone
account for over half of total production costs, again rose owing to the continuing
failure of productivity to keep pace with wages; on the other hand, in France
and Germany the Governments made arrangements to lessen the burden on
the collieries by assuming responsibility for some of their social-security charges.
Community labour costs overall averaged an increase in 1964 of 2-19%, per ton
produced; it should be noted, however, that this figure was also affected by the
special circumstances of the French colliery strike the year before.

As can be seen from Table 17, the average increase (6-79%) in miners’
wage rates in 1964 very considerably exceeded that in output per man/shift.
The difference varied from country to country : it was greatest in Dutch Limburg,
where gross hourly wages went up by 14.3% and o.m.s. by only 29%,, and smallest
in Germany, with 579, as against 3-5%.

Nevertheless, except in the Netherlands the general rise in miners’ wages
was less in 1964 than in 1963. As compared with the trend of wage rates in
industry as a whole, miners’ pay lagged in Germany and Belgium and led in
France, while in the Netherlands the two moved pretty well parallel.

TABLE 17
Year-to-year increases in underground o.m.s.

and gross hourly wages of underground mineworkers
(%)

v

O.m.s. Gross hourly wages !)
Country
1962 1963 1964 1965%) 1962 1963 1964 1965%)
Germany (Fed. Rep.) + 7.9] + 6.5] + 3.8) + 3.6] + 9.4/+ 7.3+ 5.7 + 9.7
Belgium + 6.1f + 0.1 — 3.4 + 6.3 + 6.1]+ 8.4+ 6.0 + 8.8
France + 2.8 + 1.9 + 4.4 — 0.3 + 7.1+ 10.5|4+ 8.21 + 6.3
Netherlands + 0.7 + 0.8 + 3.4| + 2.0 + 5.8+ 5.2|+ 14.3] + 7.7

1} Underground wage-earners.
2} Provisional figures.

1) The 3.4%, year-to-year increase recorded for 1963, however, was markedly affected by the
cost of the strike in the French pits.
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122. Labour costs in the coalmining industry are not determined solely by
the movement of gross hourly wages in relation to productivity; they also
depend on “employers’ related charges,” i.e., mainly, social-security payments.
In the previous few years these “indirect labour costs” had been rising much
more steeply than actual wage costs, but in 1964 a change occurred (see Tables 18

TABLE 19

Indices of production, underground o.m.s., employers’ hourly wage costs
and related charges (underground and surface),
production costs and proceeds of coal sales

Production index?) Index of underground o.m.s.!}
Year
1954 = 100 Yeartoyear 1954 — 100 Yeartoyear
1955 102.1 + 2.1 104.1 + 4.1
1956 103.3 + 1.2 106.3 —+ 2.1
1957 102.8 — 0.5 107.0 + 0.6
1858 102.0 — 0.8 109.7 + 2.5
1959 97.3 — 4.6 120.0 + 9.4
1960 97.0 — 0.3 131.4 + 9.5
1961 95.4 — 1.7 140.9 + 7.3
1962 94.3 — 1.1 149.6 + 6.1
1963 92.9 — 1.5 156.4 + 4.6
1964} 4 95.0 + 2.3 160.7 + 2.7
1965 91.7 — 3.5 165.4 + 2.9
Index of employers’ . : .
hourly wage costs and e et ton e metie ton
Year
1954 = 1007 Yeﬂ;';gge” 1954 — 1009) Yez{]‘a‘géﬁe“ 1954 = 100%) Ye‘éf";:éﬁear
19556 109.0 + 9.0 101.4 + 1.4 101.9 + 1.9
1958 117.6 + 7.9 105.3 + 3.9 107.3 + 5.3
1957 132.4 + 12.6 115.6 + 9.8 115.6 + 7.7
1958 138.5 + 4.6 116.1 . + 0.4 114.9 — 0.7
1959 137.5 — 0.7 108.7 — 6.4 109.5 — 4.7
1960 145.6 + 5.9 106.4 — 2.1 107.9 — 1.4
1961 165.8 <+ 13.9 112.7 + 5.9 110.4 + 2.3
1962 182.8 + 10.3 115.8 + 2.6 112.8 + 2.3
1963 209.7 + 14.7 119.5 + 3.4 117.9 + 4.5
1964 9) 206.1 — 1.7 121.6 + 1.8 119.4 + 1.3
1965 —_ —_ 128.3 + 5.5 121.2 + 1.5

1} New statistical series computed ton for ton.

3) For a definition of the term “employers’ wage costs and related charges,” see Stalistigues Sociales, No.
published by the Statistical Office of the European Communities.

) Based on figures in dollars at ruling rates of exchange.

4) Provisional figures, partly estimated on the basis of the first six months.

1/1962,
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and 19): while over the Community taken as a whole gross hourly wages
increased by an average 6-79%,, employers’ total direct and indirect labour costs
showed a drop of 1-7%. This was the result of measures {some of them
temporary) by the French and German Governments to take some of the weight
off the miners’ social-security scheme industry’s shoulders; they did not,
however, succeed in arresting the upward trend in labour costs (see Table 18).

Equipment and materials costs per ton produced in the Community
industry overall went up by 4%, in 1964. The fact that they showed a steeper
rise than production costs as a whole was due partly to advancing mechanization
and partly also, it is probable, to increases in the prices of the equipment and
materials concerned, the general index of wholesale prices having risen in that
year by 2-49, all over the Community. :

123. Average takings per ton in 1964 were only 1-3% above those in 1963,
price increases had to be kept within the limits made necessary by the state
of competition.

In addition, pithead stocks were up by September 1965 to 26 million
tons, representing in themselves something like $400,000,000 and involving
the. collieries not only in liquidity difficulties but in substantial expenses with
regard to interest payments and storage and handling costs. All the Com-
munity coal producers are affected, though not all in the same degree.

Provisional figures for 1965 suggest an average rise of about 1-5%, in
the Community industry’s earnings, in consequence of increases introduced in
January of that year in German schedule prices.

124. With the further widening in 1965 in the gap between costs-and earnings,
the state of the industry’s revenues remains exceedingly unsatisfactory, to
say nothing of the additional complication of the shortage of ready cash and
high extra costs resulting from the accumulation of stocks. -

Technical aspects of rationalization!)

125. Both at enterprise and at industry level the rationalization and recon-
struction drive went steadily ahead in 1965 in all coalfields of the Community.
The results varied from one to another : in some areas the rise in productivity
was maintained or intensified, but overall the increase was slower than before.

1) For research activities, see Nos. 261 ff. below.
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Coal-winning
126. Efforts in connection with actual coal-winning were mainly concentrated
on improvements in longwall working, the method most used in Community pits.
The proportion of coal won from fully-mechanized faces increased to
70:59,, as compared with about 30-3% in 1959.
TABLE 20

Percentage of production from fully-mechanized faces

(%)

1959 1962 1964 19651)
Ruhr 27.3 55.6 67.2 71.1
Germany (F.R.) 25.1 56.2 69.2 73.5
Belgium 22.5 45.6 54.4 655.0
France 45.9 49.3 i 58.2 83.0
Italy — —_ . .
Netherlands 46.0 71.1 76.9 79.0
Community 30.3 54.0 65.2 70.5

1} Estimated.

In the Campine and Lorraine the figure in 1965 was over 909, and in
three other coalfields 80% or over. This clearly indicates that the process
of going over to fully mechanical winning and loading is nearly complete : from
now on any further advance can only be slight, and there will be no impact
to speak of on productivity. Improvements in longwall working are therefore
at present being effected principally in the form of mechanization of operations
at the face ends, introduction of powered (“self-advancing’’) supports, and
fuller, time-saving utilization of the very costly face equipment.

Some progress has already been made with regard to mechanization of
the face ends. Safe and reliable appliances have been devised for winning coal
in the “stable holes” there, and special supports developed; by means of various
changes in face layout and equipment, reductions have already been achieved
in many instances in the number of shifts required, thereby increasing product-
ivity, and further such reductions may be expected to follow.

The large-scale introduction of powered supports got under way in 1965,
completing the full mechanization of coal-winning operations and substantially
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raising productivity at the face. Although not very many faces are actually
equipped with them as yet, it is clear from the great variety of geological
conditions under which they have been successfully brought into service that
the initial technical problems have been largely overcome. The decision
whether or not to employ them is coming more and more to depend on economic
and organizational rather than on technical considerations. It is probable
that in the future a substantial proportion of the Community’s coal production
will come from faces so equipped.

The mounting cost of the installations needed at the face is making it
necessary to devote particular .attention to the streamlining of operations.
In addition, efforts are being made to ensure more efficient utilization of the
equipment by means of “concentration in time,” e.g. by increasing the number
of production days or of coal-winning shifts per day. Although for various
technical reasons concerning face layout, ventilation and so on there are limits
to what can be done in this direction, this mote concentrated utilization of
existing equipment may be expected to result in a steady relative reduction in
material costs and rise in productivity.

127, Additional productivity improvements are expected from the introduction
of remote-controlled or of automated mining, which is receiving specially careful
attention. The High Authority is part-financing tests at five experimental faces.

Work is continuing busily on the development of new high-efficiency
coal-winning methods. 1In most cases, as for instance with borehole and hydraulic
mining, it will still be some time before they are finally pronounced practicable
or otherwise, but there is one method, based on the large borehole principle
and designed to permit manless and prop-free working, which offers some
prospect of a breakthrough in the not too distant future; it has in addition the
important advantage that it is thought to be usable in all semi-steep and steep
seams without necessitating any major alterations in mine layout.

Other operations

128. Just as important to a colliery’s overall productivity as the actual face
work, if not more so, are the outbye operations below ground. With some
notable exceptions, it is only in the last few years that this has come to be
properly recognized, so that in this regard there is still scope for rationalizations
which could ensure a steady climb in productivity for some time to come.

The more intensive efforts now being made to improve efficiency both
at the face and inbye and outbye are interacting upon one another, and in
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addition are serving to speed up a series of changes which. are permanently
altering and simplifying .the whole structure of mine organization. On the
other hand, these same changes are being impeded by various difficulties mostly
inherent in coalmining as such, but also some of them connected with the
functioning of the industry as a whole.

In the Community it is an exception to find a new pit with plenty of
economically workable coal, at which operations can be planned and carried
through without let or hindrance on a thoroughly up-to-date technical and
economic basis. The rule is rather pits already in operation whose layout is
to a greater or lesser extent conditioned by their mass of expensive equipment,
and which are quite unable to adjust promptly to technical and economic
developments. In any case, there is little object in their trying to adjust
unless they have sufficient amounts of reasonably accessible coal to work. It is
often possible to create a single working block of coal of the necessary size by
running two or more adjacent pits into one; in other cases the structure can be
streamlined only by abandoning uneconomic panels and concentrating and if
necessary reducing production accordingly. Both courses, by reason of their
economic, social and other implications for the industry as a whole, take some
time to carry through.

Consequently, the changes going on at industry level have so far produced
their full effect only in a few of the Community coalfields; overall, further prod-
uctivity increases may be expected as a result of the measures adopted at a
higher level.

Industrial aspects of rationalization

Federal Republic of Germany

129. The number of pits in operation was reduced in 1965 by another eight,
from 115 to 107 : four mines in the Ruhr were closed and three were concentrated
with neighbouring collieries, while two mines in the Saar merged to
form one.

At October 31, 1965, a total of 30 major pits had been registered for
closure under the Promotion of Colliery Rationalization Act. Four of these
had already closed in 1963 and 1964, and four more ceased production in 1965:
three registrations were subsequently withdrawn, and at one pit the projected
closure was not proceeded with. The other 18 are scheduled to close by the
end of 1968.
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TABLE 21

Progress of rationalization in Gé;'many

Pits in operation at end of year Average - Average

output under-

Year daily ground
Ruhr Aachen SI;?(‘C‘;E; Saar Total (tolr)lefrofltfm) (kg(.]'fc:)lfsl.(g.)

1957 140 9 5 18 172 3,060 1,658

1961 115 8 3 12 138 3,972 2,207
1965 90 6 2 9 107 4,835 2,815

1) Estimated.

Belgium

130. TFour mines in southern Belgium closed in 1965, and two in the Campine
merged, reducing the number of pits in production to 53.

TABLE 22

Progress of rationalization in Belgium

Pi?;s in operation at end of year Average Average
daily underground
Year output - 0.m.S.
South ’ Campine Total OUIP(I;EI?;;F pit und:z,f(gng?und
1957 113 7 120 865 1,253
1961 56 7 63 1,205 1,714
1965 47 6 53 1,450Y) 1,874
1) Estimated.

With the completion of these operations in 1965 the reduction of
9,500,000 tons in 1957 capacity originally planned has been almost achieved.-
Further closures may be expected shortly in the south. In the Campine the
forthcoming amalgamation of all the mines into a single company will enable
additional rationalization to be effected in the coalfield as a whole.
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France
" 131. The number of pits in production was reduced by 7 in 1965, making the
total now 68. In the Nord/Pas-de-Calais two closed owing to exhaustion of

workable coal reserves, and three merged with their neighbours; one also closed
in Lorraine and another in the Centre/Midi.

TABLE 23

Progress of rationalization in France

Pits in operation at end of year AZ:{FYE"‘ A\J‘I’ledr:rg-e
Year output ground
et | e | GRS | ome | oMmESO| WS
1957 | 63 11 34 108 1,745 " 1,682
1961 51 8 27 86 2,075 1,878
1964 38 7 23 68 2,615%) 2,039
1) Estimated.

The round-table conference called to consider the Government’s 1960
production plan completed its deliberations and submitted a medium-term plan
for scaling down production by 1970 to 47%5-48 million tons, which figure the
French Government then further pruned to 46-471, million. Production is to
be cut back between 1964 and 1970 from 26,000,000 to 23 million tons in the
Nord/Pas-de-Calais, from 15,600,000 to 14 million in Lorraine, and from
10,800,000 to 9,000,000 in the Centre/Midi: the reduction of 12-159, overall
will thus affect mainly the Nord/Pas-de-Calais and the Centre/Midi.

Tialy

132. The reconstruction of the Sulcis mines in Sardinia has now been
- completed : from 1966 there will be only one colliery in operation, a thoroughly
up-to-date and largely mechanized one, three-quarters of whose production will
be taken in the raw state by the large power-stations which have been constructed
nearby.
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Netherlands

133. The phased amalgamation of two large collieries, already referred to in
last year’s General Report!), was practically completed, bringing the number of
pits in production down to 11. Average daily output per pit, which in 1957
stood at 3,300 tons, has since 1960 been approximately 4,000; underground
o.m.s. has risen from 1,594 kg. in 1957 to 2,253 in 1965.

Community

13¢4. The number of pits in production in the Community as a whole went
down in 1965 by 22, from 262 to 240, representing a decrease of something like
42% in the original 1957 total of 416. Underground o.m.s. has risen since
1957 by 54%, from 1,594 to 2,461 kg.; and average daily output per pit by
639, from 2,085 to 3,390 tons (see fable following).

TABLE 24

Progress of rationalization in the Community

e s . Av dail A der-
Year Pitsin operation tp(fp)p’t ;f;iﬁf{&; g‘;‘n
1957 416 2,085 1,594
1961 291 -2,805 2,059
1965 240 8,390 2,461
1) Estimated.

These figures are sufficiently indicative of the scale on which reconstruction
and rationalization has been undertaken in the Community since the end of
1957, and the particulars above of the further measures adopted give some
idea of the progress to be expected in this direction in the years immediately
- ahead. The whole subject has, however, of course to be viewed in the context
of developments in the energy market and of the action which will consequently
have to be taken to arrange for the redeployment of the workers and redevelop-
ment of the areas concerned.

1} See Thirteenth General Reporf, No. 142.
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Section 2: The Common Market for Steel

GENERAL STATE OF THE MARKET IN 1965

135. Preliminary estimates put world steel production in 1965, exclusive of
that of mainland China, at some 445 million ingot tons, an increase of approx--
imately 4:29, on 1964. The 1965 production in metric tons and percentage
change from 1964 for the five biggest producers were :

United States 122 million tons + 3-49,
"Soviet Union 91  million tons + 7-09,
E.CS.C 86 million tons -+ 3-79%,
Japan 41 million tons 4+ 2-49%

United Kingdom 27.5 million tons 4 3-09,

World steelmaking capacity, however?) (still excluding mainland China),
which in 1965 reached round about 500 million tons, again well exceeded world
demand, even though demand in the United States was abnormally high
—considerably higher than real consumer requirements—owing to the threatened
strike in the American steel industry.

The overcapacity existing at world level?) is also found at Community
level. Community crude-steel production potential rose to over 100 million
tons,®) an increase of more than eight million (including nearly three million
in Italy alone) on 1964, whereas actual production rose by only a little over
three million tons despite consistently high export demand. The rate of
utilization of steelmaking potential fell from 90%, in 1964 to below 869 in 1965.

136. The Community’s real consumption of steel went up from 68,300,000 to
about 71,000,000 ingot tons, an increase of approximately 2,700,000 or 3.99%,.
This was not, however, accompanied by a corresponding increase in demand,
since consumers drew substantially upon the extra stocks they had built up
in 1964 : apparent crude-steel consumption, 7.¢. the difference between production
and the net balance of external trade, remained practically the same as in 1964,

1) As defined and estimated by E.C.E., Geneva.

%) The structural changes in the world steel market are discussed in the Twelfth and
Thirteenth General Reports (Nos. 169 and 147 respectively).

3) The total at the beginning of 1966 stood at 104,500,000 tons.
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at about 71 million tons, a further confirmation that actual demiand does not
move in line with real consumption, but deviates from it to a greater or lesser
extent, thereby causing unnecessary fluctuations in prices.

Moreover, steel consumption in the Community is no longer expanding
at the same rate as industrial production : between 1960 and 1965 real
- consumption of steel rose at an average 4-5%, per annum, as compared with
5:89, for industrial production exclusive of the building trade. This relative
slackening-off is due more especially to the use of steels of lighter section, made
possible by quality improvement.

137. 1In contrast to the stagnation in apparent consumption, export demand
was very high, Community steel exports rising from 13,900,000 ingot tons in
1964 to approximately 18,600,0001) in 1965, an increase of nearly 349,
Almost one-quarter went to the United States, as compared with 18%, in 1964,
the year-to-year increase in thetotal tonnage shipped to that country working
out at over 80%. The main reason for these large outside procurements by
American consumers was the threatened strike in the American iron and steel
industry, which persisted up to the end of August. After that the demand
from this source somewhat diminished, and export prices, until then fairly
firm, went down very ‘nearly to their 1963 level. A slight upturn developed at
the beginning of 1966.

Demand from the American market was the main but not the only
reason for the jump in Community exports in 1965. Of the increment of
4,700,000 tons, American -purchases accounted for some two million: the
remaining 2,700,000 were dispatched in response to larger orders from other
third countries—mainly in Western Europe, though exports to Britain amounted,
largely owing to the British import surcharge, to only 40% of the tonnage
for 1964.

138. Community imports of steel from third countries went down from
3,400,000 ingot tons in 1964 to 2,400,000 in 1965. Italy, now no longer a net

" importer but a net exporter of steel, reduced its outside procurements by some
500,000 tons, and the other member countries also imported less, an indication
of the evident effectiveness of the peripheral measures introduced by the High
Authority at the end of 1963 and beginning of 1964.

139. The general price level within the Community, which in 1964 rose
somewhat out of the trough into which it had fallen in 1963, sagged once more

1) Some of the figures in this Section are estimated on the basis of the first nine months of 1965.
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in 1965, particularly in the second half of the year. In contrast to 1963, the
drop was due not so much to pressure from third-country prices—sales by
alignment on third-country quotations dwindled from 2,300,000 tons in 1963
to 500,000 in 1965—as to stiffer competition among Community producers,
some of whom in 1965 published schedules in which most of the prices were
lower than those of 1963.

140. In view of all these circumstances, the High Authority decided to extend
up to the end of 1966 the pe{ipheral measures adopted to safeguard the market
two years previously, since it considered that to scrap them would be to invite
a recurrence of the conditions which had made it necessary to introduce them.
At the same time, it has followed the movement of the steel market carefully,
in consultation with the circles immediately concerned, and has most forcibly
emphasized the need to establish that balance between supply and demand
which is indicated in the quarterly “programmes with forecasts” it issues under
Article 46 of the Treaty. To put the enterprises in a better position for adjusting
their production schedules to the forecasts, the quarterly programmes are now
being drawn up a month earlier than was the practice formerly, and are being
"circulated to the steel plants. In recent months many Community producers,
with the industry’s orders in hand down to less than two months’ output, seem
to have complied with the High Authority’s representations and kept their
production down in line with the flow of orders. The High Authority has, in
addition, endeavoured to adapt its price-checking activities under Article 60
of the Treaty to the state of the market.

Over and above these various short-term measures, the High Authority
has engaged in a number of medium-term activities designed to improve the
situation. It is continuing its studies on the pattern of consumption and the
trend towards the use of alternative materials and of lighter-weight steels, and
is working to promote consumption by such means as the holding of the two
highly successful Steel Congresses in Luxembourg and the equally widely
welcomed international housing design competition. Tt has also commissioned
specialized research centres in the Community to carry out studies on steel
consumption in third countries, from which it may expect to obtain valuable
information as to the movement of the Community’s direct exports of steel.
A parallel series on indirect exports (capital goods) is approaching completion.
On the technical research side the High Authority is concentrating on the new
conditions steel is now required to fulfil.

The High Authority has thus made substantial use of its powers under
the Treaty to help ensure the balanced development of steel consumption and
steel production, for the benefit of consumers, producers and workers alike.
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141. The Community’s internal stee! consumption is expected to increase in
1966 by about 2%. It is difficult to estimate what the production figures will
be, since the external trade position is still uncertain, but they are unlikely to
be much, if any, higher than in 1965. The rate of utilization will in all probabi-
lity be below that for 1965 (just under 86%,), as additional capacity will be
coming into service.1)

142. The following pages deal, in the light of the underlying trends in the
iron and steel market at world and at Community level, with the various factors -
currently in operation in the iron-ore, scrap, pig-iron and steel sectors, and
with the High Authority’s aims and activities in this regard. -

RAW MATERIALS

143. Although pig-iron production increased by a further 2,400,000 tons and
crude-steel production by 3,100,000, a regular flow of ferrous raw materials to
the Community iron and steel plants was maintained, in 1965 as in 1964, without
difficulty. The shifts in the pattern of supply for certain of these, however,
continued.?)

Saleable production of indigenous iron ore showed a decrease of 3%, and
imports an increase of 169%. The share of imported ores in the Community’s
consumption, calculated in Fe content, rose from 55 to 599, as compared with
only 329 in 1955 : price considerations have had much to do with this trend,
the c.if. prices for imported ores having gone down over the ten years by
something like 309%,.

In consequence of changes in the distribution of the different steelmaking
processes and of the further deterioration in scrap’s Fe unit price position
vis-g-vis imported ore, consumption of scrap in the blast-furnaces again decreased,
from 32.1 to 23.7 kg. per ton of pig-iron produced, and in absolute figures by
438,000 tons. At the same time consumption of scrap in the steelworks (all
types) went down from 405.8 to 402.9 kg. per ton of crude steel produced, with
a consequent absolute diminution of 870,000 tons. As a result of these
reductions, taken in conjunction with an increase in works’ own arisings and in
intra-Community salvage scrap, imports of scrap from third countries fell from
two million tons in 1964 to 1,300,000 in 1965. !

1) See No. 250 below.
%} See Thirteenth General Report, No. 150.
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Iron ore
Market situation

144. Gross exiraction of iron ore in 1965 amounted to 78,700,000 tons, and
saleable output to 74,700,000, as against 77,300,000 in 1964. This decrease of
3:3%, for the Community overall was unevenly distributed, the proportion in
Luxembourg being 8-4%, in Germany 8%, and in France 2:3%, (Italy and
Belgium produce only small amounts). In 1964 France, the Community’s
biggest producer, had registered an increase of nearly 5%.%)

The downward trend in Community production is a consequence of the
closure of the “marginal” mines which have become too costly to keep in
operation. This process continued in 1965.

Competition from high-grade foreign ores and the near-impossibility of
pruning its own production costs any further are obliging the Community
industry to phase out uneconomic mines and workings and to concentrate on
the more accessible seams with comparatively high productivity ratings.” One
effect of this policy has been a slight increase, for the first time since 1952, in
the average Fe content of Community ore.

Even the steelworks-owned mines have not remained unaffected, though
the principal victims are those which produce entirely or partly for sale. The
latter are dwindling in number : hardly any are left in Germany, and in France
the proportion of ore changing hands by purchase, already down in 1964 to
139, declined further to 12%,.

TABLE 25

Share of third-country ores in total consumption
(%)

Country ’ 1964 1965 (first nine months)

Germany (Fed. Rep.) 65 68
Belgium : 44 51
France 8 9
Italy 80 85
Luxembourg 3 2
Netherlands 100 100

Community 37 41

1) See Statistical Annex, Tables Nos. 19 ff.
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145.  Imports of third-country ore went up by 12:8% in 1965, from 47,700,000
"to 53,800,000 tons. The increase was mainly centred in Italy and the Nether-
lands, where the rise in pig-iron production was greatest proportionally. Tt was
reflected in the distribution of consumption between indigenous and imported
ores, the share of the latter averaging 41%, for the Community as a whole,
compared with 379, in 1964 (see table 25). '

Exports were lowér than in 1964, 355,000 tons as against 505,000. The
pattern of trade flows remained much the same, Germany selling about
250,000 tons to Austria and France about 95,000 to Britain.

Despite the shrinkage in Community ore production, the volume of
trade among the member countries amounted to 21,100,000 tons, as compared
with 21,900,000 in 1964. .Some minor quantitative changes occurred, the
Lorraine orefield’s sales to Germany (mainly to the Saar) dropping from
6,430,000 to 6,000,000 tons and to Belgium and Luxembourg from 15,450,000
to 14,800,000. o

146. The average Fe unit price of imported ores c.if. Community ports went
down from 18 cents in 1964 to 17.7 in 1965.1) The average Fe unit price ex
mine of Lorraine ore during the second half of 1965 was. almost the same as at
the end of 1964, namely 9.685 cents, but, as was noted in last year's Report,?)
this price advantage is not sufficient to offset the higher processing costs except
within a steadily narrowing radius from the production point. '

This deterioration in the price position of Community ore must be
expected to continue in 1966. The Swedish mines, which are usually regarded
as the price leaders, have reduced their quotations from deliveries of Kiruna D
phosphorous ore in 1966 by 3-3%, which given unchanged maritime freight
rates will bring the Fe unit price c.i.f. northern Community ports down to about
16 cents : this may well affect the prices of indigenous phosphorous ores in the
coming year, and thereby add to the difficulties of the Community mines.

Outlook and reactions

147.  In order to work out the implications of the probable long-term movement
of the international iron-ore market for the continued existence of the Com-
munity ore-mining industry, the High Authority has ‘been having studies

1) Mean Fe content 59.9% as against 59.7% in 1964,
2) See Thirteenth General Report, No. 166.



132 14th GENERAL REPORT

conducted at departmental level to give it a general picture of the trend in steel
production in the major Western industrial countries, the consequent require-
ments of iron core, and potential expansion in ore production capacity.
A supplementary study is in progress on the trend in maritime freight-rates
for shipments of iron ore in the light more particularly of the trend in the prices
of third-country ores.

It is coming to be accepted that the surplus in the international market
will continue for the next five or ten years, though on a diminishing scale.

148. The High Authority is assisting the industry in its efforts to adjust itself
to the changed requirements of the steelworks, ‘

On the technical side, it is furnishing grants for the development of new
mining methods and new underground haulage facilities, this research forming
to some extent a companion piece to the similar studies being conducted for
the coalmines.

High Authority-sponsored research has been going on for some years
on the beneficiation of low-grade indigenous ores by the flotation and magnetic
roasting processes. The field covered is a wide one, and although a number
of important advances have been made it will be some time before the studies
are completed. Certain of those concerning flotation are in the nature of
fundamental research.

In view of the situation of some of the mines, the High Authority has
extended for a further two years the special tariff for the carriage of Lorraine
ore to the Usinor steel plant at Denain, and has also extended that for consign-
ments from the Damme mine in Germany to the Ruhr.

Readaptation assistance has been provided for substantial numbers of
workers from German, French and Italian mines which have had to _discontinue

or curtail production.?)
Scrap

Market situation

149. The following table gives an overall picture of the Community’s scrap-
requirement and supply position in 1965 as compared with 1964.

The Community steel industry improved on its 1964 figures for the pro-
portion of scrap to ferrous raw materials generally. Pig-iron production having

1) See Nos. 347 ff. below.
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T4

BLE 28

Scrap requirements and availabilities of the Community iron and steel industry

(Exclusive of independent steel foundries)

{'ooo melric tons except where otherwise noted)

1964 1965 Difference 1965/1964

Requirements %
Pig-iron production 60,783 683,215 + 2,432 (+ 4.0

Scrap consumption in the blast-furnaces 1,938 1,500 | — 438 (— 22.6)

Scrap consumption per ton of pig-iron . )

produced (input rate) 31.8 kg 23.7kg | — 8.1kg {— 25.2)
Crude-steel production 82,088 - 85,220 + 3,132 (+ 3.8)

Scrap consumpticn in the steelworks 33,312 34,334 + 1,022 (4 3.0

Scrap consumption per ton of crude steel

produced 405.8kg | 402.9kg | — 2.9kg (— 0.7)
Total scrap consumption 35,250 35,834 -+ 584 (+ 1.7)
Availabilities
Net own arisings, less sales 20,124 20,791 -+ 667 (+ 3.3)
Purchases of scrap :

{a) from within the Common Market 13,180 13,659 -+ 479 (4 3.6)

(b} from third countries 1,975 1,323 | — 652 (— 23.0)
Total availabilities 35,279 35,773 -+ 494 (+ 1.4)
Changes in stock at the plants 4+ 32

TABLE 27

Specific consumption of scrap in different types of production plant
(Community average)

(kg. per melric lon}

Steelworks (excl. independent steel foundries)?)
Blast-

Y

e furnaces') Basic Open- Electric- Other Total

Bessemer hearth furnace types

1961 53 ’ 76 691 944 204 401
1962 40 82 683 962 208 408
1963 38 .83 690 a7y 228 415
1964 32 98 673 982 219 406
1965 24 101 661 982 230 403

L) Per ton of pig-iron; inel. scrap consumpticn of electric pig-iron furnaces.

) Per ton of cr_ude steel, by production processes.
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risen by 4%, and crude-steel production by 3-8Y%,, specific consumption of steel-
making pig, which in 1964 stood at 691 kg. of pig-iron per ton of steel produced,
remained about the same in 1965, but meantime, as we have seen,l} scrap
consumption per ton of steel and per ton of pig-iron produced decreased by 2.9
and 8.1 kg. respectively. Total scrap consumption in all types of production
plant went up by only 1-7%,, a smaller increase than that in iron and steel
production. :

As regards availabilities, works’ own arisings increased slightly less than
did steel production, while resources of salvage scrap from within the Community
increased by 480,000 tons, a 3-6%, rise over 1964. Total direct imports from
third countries by the industry were 650,000 tons less than in 1964.

150. Intra-Community frade in scrap totalled 4,800,000 tons as compared
with 3,600,000 in 1964. Of this a very large proportion, 3,500,000 tons as
against the previous year’s 2,400,000, consisted in purchases by Italy from
Germany (1,800,000) and France (1,700,000).?)

Direct imports by the steel industry from third countries fell from
2,000,000 tons to 1,300,000. The reduction was mainly in Germany, where
there was an increase in internal availabilities; Italy, on the other hand, was
‘obliged by rising requirements for its expanding pig-iron and steel production
to buy slightly larger tonnages from outside.

Just over half the Community’s imports of scrap came from the United
States—substantially less than the previous year’s figure of 1,200,000 tons.
Imports from Britain, at 360,000 tons, were also smaller than before.

151. Generally speaking, data to hand indicate that scrap prices in the Com-
munity remained steady, and occasionally hardened slightly, up to the last
quarter, when downturns occurred in most member countries.3)

World prices were affected by the plentiful supplies on ‘offer. The
composite price of the United States, the largest exporter, which at the end of
1964 stood at $38.17 delivered destination U.S.A. in the main consumer centres,
was down by October 1965 to $29.50; it subsequently rose again, however, to
$30.83 at the end of the year and $34.17 at the end of January. The landed

1) See No. 143 above.

2) See also No. 244 below.

3) Untaxed prices ex yard for basis category 11 included: Ruhr $29, France 327 35and $26.35,
Italy $37.60, Netherlands $30.65, Beigium $32 and $27.
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price of scrap imported into.the Community remained almost the same as in
1964, the average for the year working out at $43 c.i.f. Community ports, since
the fall in the dealers’ prices was almost entirely offset by the rise in transatlantic
freight-rates during 1965.

Export regulations

152. The prohibition on the export of Community scrap to third countries,
which had been suspended in April 1963 by the member Governments, was
reimposed from June 4, 1964, at the High Authority’s request.l) There have
been no fresh developments since : as the Community is still short of scrap,
only a few very small shipments have been allowed out.

Winding-up of the scmﬁ price compensation scheme

153. 1965 witnessed a number of important developments in connection with
the winding-up of the former price compensation arrangements for imported scrap.

First the process of checking over the whole operation of the scheme
from every angle and rectiying as necessary was finally completed.

In addition, the Court of Justice settled the points raised by the appeals
which were listed in last year’s Report.?) The appellants challenged the rate
of exchange and the interest system employed, both basic elements in the scheme :
the Court, however, upheld the High Authority’s case.?)

These two matters having been disposed of, the books were closed as at
December 31, 1965, on the basis of finally and legally established contribution
rates, thus putting a period to the state of uncertainty which prevailed for so
long as the investigations and disputes concerning the fundamental principles
of the compensation scheme were still in progress.

It still remains, firstly, to continue the process of recovering the sums
due from defaulting debtor enterprises and from the scrap dealers implicated
in the frauds and distributing these as refunds to all the enterprises which were
liable under the scheme, and secondly, to effect whatever further corrections

1) See Thirteenth General Report, No. 161,
2) See Thirteenth General Report, No. 162,
3) See No. 24 above.
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may be shown to be necessary by Court judgments in actions now pending or
not yet brought.

Considerable progress was made in 1965 in retrieving moneys improperly
disbursed to certain scrap dealers; the total amount recovered to date is now
over three million units of account.

Pig-Iron

Production

154. Community pig-iron production (blast-furnaces and electric furnaces
together)?) in 1965 totalled 63,200,000 tons, an increase of 4%, on 1964. The
expansion occurred almost exclusively in Italy and the Netherlands;?) the trend
both there and elsewhere, however, needs to be viewed in the context of the
figures for the preceding years (see lable below).

TABLE 28

Trend in pig-iron production, 1960-1965

(000,000 metric tons)

Country 1960 1961 l 1962 ‘ 1963 1964 1965 19’3502196"
Germany (Fed. Rep.) 25.74 25.43 24.25 22.91 27.18 26.99 — 0.7
Belgium 6.52 6.46 6.77 6.96 8.12 8.43 + 3.9
France 14.01 14.40 13.95 14.30 15.84 16.77 | — 0.5
Italy 2.72 3.09 3.68 3.77 3.51 5.60 -+ 66.6
Luxembourg 3.711 3.78 3.69 3.56 4.18 4.14 — 0.8
Netherlands 1.36 1.46 1.67 1.71 1.95 2.37 + 21.4

Community 54.04 54.61 53.72 563.21 60.78 63.20 + 4.0

Further progress was made in the enrichment of the blast-furnace burden
thanks to increased imports of high-grade foreign ores and advances in sintering
processes. Consumption of sinter worked out in 1965 at 1,076 kg. per ton of
pig-iron produced, compared with 1,031 kg. in 1964 and 519 in 1954. The two
factors between them enabled the average Fe content of the ore and sinter
consumed in the blast-furnaces to be raised to nearly 429, as against about

1) Including spiegeleisen and high-carbon ferro-manganese.
%) See also No. 170 below.
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419, in 1964 and 35%, in 1954, and the coke rate to be reduced to 704 kg. per
ton of pig-iron produced as against 733 and 960 kg. in 1964 and 1965 respectively..

‘ The general pattern of pig-iron production remained much the same as
in prerious years. ‘
TABLE 29

. Community production of pig-iron by types

{'o00 metric tons)

Type 1962 1963 1 1964 1965
Steelmaking pig 49,313 49,014 56,309 58,409
of which : i ) .
hematite 11,051 11,786 15,123 18,817
phosphorous - 38,262 37,228 41,186 39,592
Foundry pig 3,061 2,970 3,210 3,438
Spiegeleisen 244 . 212 166 . 200
High-carbon ferro-manganese - 528 548 643 613
Other types . 570 462 454 540
Total 53,715 53,207 60,783 - 63,200

155. Relatively little pig-iron is produced for the market, commercial disposals
of all types together working out in 1965 at only 6-3%, of total output. Only
1-7%, of the steelmaking pig produced was offered for sale. In the case of foundry
pig the proportions are reversed, the bulk of the production (62% in 1965) being
sold to foundries inside and outside the Common Market. '

TABLE 30

Sales of pig-iron inside and outside the Common Market

{*c00 metric fons)

Type 1963 1964 19651 ‘ 1965‘,21964

Steelmaking pig - ) : 1,282 1,588 1,018 — 35.9
Foundry pig 1,804 2,127 2,138 4+ 0.5
Spiegeleisen 159 135 117 — 8.7
High-carbon ferro-manganese 444 . 469 454 — 3.2
Other types (alloy and special pig) 487 256 281 + 9.8
Total 4,156 4,575 4,008 — 12.4

1} Estimated
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Trade

156. Intra-Community #rade in pig-iron underwent a further shrinkage in
1965, totalling 715,000 tons as against 880,000 in 1964 and 1,073,000 in 1963.
The trend was observable for all types and all countries. Italy emerged as
the biggest intra-Community buyer, taking 171,000 tons in the first nine months
of the year.

Ezxports to third countries were about the same as in 1964, approXimately
340,000 tons.

Imports from third countries, thanks to the protective measures instituted
in 1964 and renewed for 1965, continued generally speaking on an even keel.
Imports of foundry and special pig went down to about 380,000 tons, nearly
100,000 tons less than in 1964.

Prices

157. With a few very minor exceptions, the basis prices as given in the sched-
ules lodged with the High Authority remained unchanged throughout 1965.

Alignments on third-country quotations declared to the High Authority,
already minimal in 1964, dwindled still further (see Table 31). The return of
more balanced conditions in the market, which began in 1964 following the
High Authority’s introduction of peripheral protection, thus continued in 1965,
so that overall the real price level within the Community is now governed by
the schedule prices of the Community enterprises.

TABLE 31

Tonnages of pig-iron sold by alignment on third-country quotations,
as declared to the High Authority

(000 metric tons}

Type 1963 1964 » 1965

Steelmaking pig 385 112 - 88
Foundry pig 724 94 104
Spiegeleisen 63 : 16 13
Ferro-manganese 191 114 106
Other types . 107 4 4
‘ ' Total 1,470 340 315
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The Community average import prices of most types of pig-iron showed
appreciable increases, of round about 7%, during the first nine months of 1965.

TABLE 32

Average import prices of pig-iron before duty '
(According to external trade statistics)

(8 per metric ton)

Hematite Foundry pig High-carbon
Year steelmaking ferro-

pig Hematite Phosphorous manganese
1962 47.48 53.17 49.79 127.97
1963 40.36 47.67 43.47 117.77
1964 ' 44 .58 51.31 44.53 112.74

1965 ’ .

1st quarter 47.76 51.70 43.93 114.99
2nd quarter 47.02 54.64 43.52 121.36
3rd quarter - 46.24 53.73 43.17 124,34

Effects of peripheral protection

158. High Authority Recommendation No. 2/64 enjoined- the Governments
of the member States to impose a specific duty of not less than seven dollars
per ton on imports of foundry pig (tariff items Nos. 73.01.B.II and C.II) with
effect from February 15, 1964, to December 31, 1965.1) In conjunction with
this arrangement, permission was given in Recommendation No. 1/64 to import
limited quantities at a 5%, rate of duty (see Table 33). These measures had an
immediate effect on the state of the market for foundry pig.?)

Sales in 1965 did not rise above the notably improved level for 1964.
To tempt their customers back, the Community producers had had to make
certain cuts (the Germans on March 1 and the French on April 1, 1964) in their
schedule prices, of about 4%, for phosphorous and 8%, for hematite foundry pig,
" and these lower prices were retained in 1965. For the Community industry as
a whole, there was no improvement in revenues per ton at works, though some
success was achieved in reducing production costs.

Y See Thirieenth General Repori, Nos. 47, 168 and 185.
2) See Nos. 43 ff. above and No. 171 below.
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TABLE 33

Foundry-pig imports 1964 and quotas 1964-1966

(metric tons)

Imports Quotas
Country
1964 1964 1965 1966
Germany (Fed. Rep.) 154,110 40,000 71,000 71,000
'Belgium/Luxembourg 59,340 30,000 25,000 25,000
France ’ 9,366 8,800 10,000 10,000
Italy 215,241 168,000 161,000 161,000
Netherlands 25,429 11,500 10,000 10,000
Community 463,486 258,100 277,000 277,000

The industry has been making use of this period of special protection
to carry out or to prepare a number of structural changes. During the last
two years two fairly large production units have ceased to make foundry pig;
in 1965 there were two concentrations between major production units engaged
chiefly in making foundry pig, with a consequent improvement in organizational
efficiency, and other structural adjustments are under consideration.

However, the action required has been found to be too extensive to
complete in two years. In the present state of the pig-iron market, to scrap
or reduce the specific duty would simply mean a return to the same rocketing
imports and the same difficulties and dangers as made it necessary to issue
Recommendation No. 2/64 in the first place. The High Authority accordingly
extended the protection for another year,!) subject to the same quota arrange-
ments as for 1965.2)

Steel

Production

159. Community crude-steel production rose in 1965 by 3-8%, to 85,969,000 tons,
the increase was principally concentrated in Italy and the Netherlands, the
level elsewhere, apart from a minor upturn in Belgium, remaining practically
unchanged. The figures, however, like those for pig-iron, need to be seen
against the background of developments over the previous few years {see Table 34)

1) Recommendation No. 1/65 (J.0. No. 206/65)
?) Decision No. 14/65 (ibid.).
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TABLE 34

Community crude-steel production, 1960-1965

(’000,000 metric tons)

Percentage

Country L 13960 1961 1562 1963 1964 19651} change
1965/1964
Germany (Fed. Rep.) | 34.10 | 33.46 | 82.56 [ 31.60 | 37.3¢ |36.82 [ — 1.4
Belgium 7.18 7.00 7.35 7.53 8.73 9.16 + 5.0
France 17.30 17.58 17.23 17.55 19.78 19.60 — 0.9
Italy §5.46 9.38 9.76 10.16 9.79 12.68 4 29.0
Luxembourg 4.08 4.11 . 4.01 4.03 4.56 4.59 + 0.6
Netherlands 1.94 1.97 2.09 2.34 2.66 3.12 4+ 17.3
Community 73.07 73.50 73.00 73.21 82.86 85.97 + 3.8

1)‘ Provisional figures.

The sudden upsurge in Italy and the Netherlands is mainly due to the
expansion of production by the coastal plants in these countries, both of which
obtain most if not all their raw materials for steelmaking from overseas.

160. The pattern of Community steel production continued to change as a
result of the popularity of the oxygen steelmaking process (see Table 35), which
seems definitely set for further rapid expansion.

TABLE 35

Pattern of crude-steel production by processes

(% of total produciton}

1960 1961 1962 1963 1964 1965%)
Basic and acid Bessemer 49.6 48.4 47.0 45.8 42.1 37.6
Open-hearth 37.8 36.8 36.2 34.5 33.7 31.3
Electric-furnace 10.4 11.5 12.0 12.2 11.6 12.0
Oxygen-blown 2.2 3.3 4.8 7.5 12.6 19.1

') Provisional figures.
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161. Production of special steels (high-carbon and alloy steels) comes in a
category of its own. It increased in 1965 both absolutely and in relation to
total steel production, but its share of the latter remained smaller than in 1961.

TABLE 36

Production of special steels

{*000 metric tons, rounded}

Percentage
1960 1961 1962 1963 1964 1965 change,
1965/1964
Germany (Fed. Rep.) 2,068 2,885 2,527 2,481 3,047 3,108 | + 2.0
France 1,470 1.544 1,485 1,483 1,601 1,766 | + 10.2
Italy 1,337 1,567 1,337 1,192 1,070 1,320 | + 23.4
Benelux 199 216 202 194 252 219 | — 13.1
Community - 5,975 6,183 5,550 5,350 5,970 6,412 [ + 7.4
Total crude-steel pro-
duction 73,076 | 73,511 | 73,011 | 73,218 | 82,856 1 85,969 | + 3.8
Share of special steels
in total crude-steel
production {%,) 8.17 8.41 7.60 7.31 7.21 7.46

Consumption and stocks

162. The growth rate in real consumption by the manufacturing industries for
the Community as a whole slackened to 3-99, in 1965, the absolute increase
working out at 2,700,000 tons as against 3,200,000 the year before. Germany
scored highest with 5-89, ,though even this compared poorly with 11-2% in
1964; the rate for the Netherlands slipped from 5-2 to 2:69;; Belgium and
Luxembourg together showed no increase at all; while in France, after the sharp
rise of 8:3% in 1964, there was in 1965 actually a decrease of 0-29%,.

In Italy, on the other hand, the steel market picked up considerably
in 1965 : whereas in 1964 consumption had been 12-79%, down on 1963, it now
rose again by 7-2%,, the trend becoming noticeably more marked as the year
went on.

163. The trend in steel consumption varied from one manufacturing industry
to another. Generally speaking, expansion was greatest in the electrical
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equipment sector, except in Italy. In the motor industry there were consider-
able differences between country and country; in France and Italy production
rose again after a downturn in 1964, while in Germany, where expansion had
continued steadily in 1964, the rate of growth declined. Consumption by the
processing industries—forges, foundries, cold-rolling mills; wire-drawing mills
and tube works—was satisfactory in all countries except France. In the
building trade France made the best showing, production in this sector in the
other countries scarcely rising at all or indeed in some cases decreasing.

164. The level of stocks fluctuated considerably during these two years.
Stocks of rolled products at works and on dealers’ and consumers’ premises
dropped somewhat after a substantial increase in 1964 (see Table 37); never-
theless, dealers and consumers are still definitely overstocked, and the High
Authority has repeatedly stressed in its quarterly programmes that these
tonnages should be run down to the level genuinely required for practical
purposes.

TABLE 37

Community crude-steel supply and demand position '

‘ 1960 ‘ 1961 1962 I 1963 I 1964 1965%)

Index of industrial
production 100.90 106.7 113.4 119.3 - 127.9 132.8
(1960 = 100) (4 12.2%)| (4 6.7%) | (+ 6.3%) | (+ 5.2%) [(+ 7.0%) | (+ 4.0%)

Index of consump-
tion by the
manufacturing :
industries 100.0 105.7 110.7 112.6 119.7 124.8
(1960 = 100) (4 11.19%)| (+ 5.7%) | (+ 4£7%) | (+ L.7%) | (-+ 6.3%) | (+ 4.3%)

Requirvements r ’oao,ubao metric tons crude steel)

Real consumption 56.9 61.0. 63.6 65.1 68.3 - T71.0

Changes in stocks 4+ 4.5 + 1.4. — 0.6 4+ 0.6 + 4.3 — 1.1

Exports . 14.4 13.8 12.2 12.0 13.9 18.6
Total 75.8 76.2 76.4 77.7 86.5 88.5

Availabilities .

Imports - ' 2.4 2.4 3.1 4.2 3.4 2.4

Rolling-mill scrap 0.3 . 0.3 0.3 0.3 0.2 0.2

Crude-steel prod-

uction 73.1 73.6 73.0 73.2 82.9 85.9

Total 75.8 76.2 76.4 77.7 86.5 88.5

1) Estimated.
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Trade

165. Intra-Community #rade in steel') slackened off somewhat in 1965, from
12,300,000 tons (rolled steel weight) to 11,800,000, practically the entire decrease
being in sales by Geérmany. There were certain shifts in the pattern, Germany
buying more (3,300,000 tons in the first nine months as compared with 2,900,000
in the corresponding period of 1964), France somewhat less (2,600,000 tons as
against 2,900,000) and Italy considerably less (850,000 as against 1,267,000).

166. As was noted on an earlier page, exports to third countries rose steeply,
from just under 10,500,000 tons (finished Treaty products) in 1964 to 14,300,000
in 1965. During the first nine months of the year Community exports totalled
10,700,000 tons as against 7,600,000 in the first nine months of 1964, the
increment going largely to the States but also to a great many other parts of
the world.

TABLE 38

Exports of finished Treaty products to third countires

(’ooo metric tons)

To January-September 1965 | January-September 1964

North America 1,599 3,349

(of which : U.S.A)) 1,362 2,728
Denmark, Finland, Norway 849 1,001
Spain 312 864
Switzerland 813 750
Sweden 414 579
East Asia 293 538
South America 447 532
Eastern Europe 296 329
Republic of South Africa 29 328
Austria 57 44

Exports of rolled products to Britain, however, fell from 590,000 tons to
202,000 for the same period, in consequence of the British Government’s import
surcharge, initially fixed in October 1964 at 159, and reduced in April 1965
to 109%.?)

Of the individual exporter countries, Italy increased its outgoing ship-
ments by 1559, the Netherlands by 519%, Germany by 44%, Belgium and

1) Calculated from import figures of Customs statistics.
%) See Nos. 50 and 51.
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Luxembourg together by 289, and France by 259, in the first nine months
of 1965. -

Viewed over a longer period of years, however, the export trend appears
rather differently : if we discount procurements by the United States, which
were swollen in 1965 by the prolonged threat of a strike in the American steel
industry, Community exports have increased by only one million tons in the
past five years. The freak upturn in sales to America must not be allowed to
obscure the steady structural deterioration in the world steel market resulting
from overcapacity.

167. Community imports from third countries went down in 1965 by 309,
from 2,700,000 tons to 1,900,000, addltlonal production capacity having come
into service in various member countries while the peripheral protective
arrangements were retained more or less unchanged.

During the first nine months, imports were only 1,400,000 tons as
compared with nearly 2,100,000 in the corresponding months of 1964.

. TABLE 39

Imports of finished Treaty products, by main supplier countries

(*000 metric tons)

Country January-September 1964 | January-September 1965
UK. 513 206
Austria 423 372
Countires with State-controlled trading systems 421 303
(of which : U.S.S.R.) . © 198 152
Japan ) 207 112

Prices

168. The general price level, which had pretty well recovered in 1964 from its
heavy slump of the year before (even though not all producers mvanably adhered
to their published schedule prices), sagged again badly in 1965, particularly
during the second half of the year, the prices of some products going even lower
than in 1963. Slight signs of improvement, however, appeared at the beginning
of 1966.
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Lowest schedule prices published

($ per metric ton)

1963 1964 December January

. 1965 1966
Reinforcing rods (B) 81.00 94.00 80.00 80.00
Merchant bars (BB) 95.00 96.00 90.00 90.00
Secticns : 97.76 (F) 97.75 (F). 90.00 (B) 90.00 (B)
‘Wire rod (B) 75.00 - 90.00 89.00 89.00
Plate 95.00 (B) 106.30(N)  89.00 (B)  97.00 (B)
Hot-rolled sheet (B) 112.20 130.00 108.00 108.00 -

(F) 124.75

{B) = Belgium; (F) = France; (N) = Netherlands.

There were, however, two quite different reasons for the two falls in.
prices in 1963 and in 1965. In 1963 pressure of third-country competition
compelled producers to slash their prices despite rising consumption, though
admittedly the developing glut was already making its effects felt. The drop
in 1965, on the other hand, would appear to be due almost entirely to the
imbalance between supply and demand, with pressure from imports playing
only a minor part : notwithstanding higher consumption of steel, expansion in
steelmaking capacity has resulted in a record volume of production well in
excess of requirements. Sales by alignment on third-country quotations, which
reached abnormal proportions on 1963, are now back more or less to the lével
of earlier years when conditions were normal, but the published schedulesl\
do not fully reflect the slide in prices actually charged, since some producers
are leaving their schedules unchanged while aligning on the lowest schedu.e
prices of their competitors within the Community. The High Authority has
no figures as to the extent of these transactions, which are not declarable. An
-indirect effect of the stiffening competition in the world market may be discerned
here, in that plants traditionally producing for export, which had reduced their
schedule prices drastically in order to bring them into line with the prices in
the world market, were observed in 1965 to be trying more and more to sell
within the Community instead of outside it.

The wide spread of Community internal prices in 1963 narrowed con-
siderably in 1964, but towards the end of 1965 it opened out again at the bottom
of the scale in consequence of sizeable reductions by a number of Belgian
enterprises.

The following table shows the movement of the index of delivered prices
for basic Bessemer reinforcing rods, wire rod and hoop and strip, open-hearth
plate and SPO sheet at ten representative consumer centres in the Community.

1) See Statistical Annex, Table No. 41.
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. TABLE 40
§ ' (French schedule price = roo)
Country ' Beginning 1962 1963 Beginning 1965 End 1965

France ‘ 100 100 100 100
Germany (Fed. Rep.) 110 105 104 103
Belgium?) 103 92 100 93
Italy 113 107 107 107
Luxembourg : 109 104 103 102
Netherlands - 110 100 104 99

1) Lowest price.

GRAPH No. 7
‘Spread of Steel Prices

Beginning 1962 1963 Beginning 1965 . End 1965
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A'_Zignmmts on third-country quotations

169. Sales by alignment on quotations from outside the Community- averaged
41,260 tons a month in 1965, well below the level of the previous year and not
much above those of 1959 and 1961 (see Table 41), although in January 1966
they jumped to 134,000 tons. Also, whereas in earlier years such alignments
had been mainly in respect of coils, sheet, plate and tinplate, in 1965 most of
them related to coils and ship plate, only a handful being declared for other
products (see Graph §).

TABLE 41

Alignm’eﬂts on third-country quotations

(metric tons)

Year . Whole year 123:,2‘.}3 Monthly averages
1958 165,000 14,000 January 1965 40,300
1959 ) 370,000 31,000 February 1965 17,800
1960 - 250,000 20,000 March 1965 33,100
1961 © 457,000 38,000 April 1965 30,100
1962 1,290,000 108,000 May 1965 15,300
1963 ' 2,268,000 188,000 June 1965 42,600
1964 1 ,202,000 100,000 July 1965 . 31,400
1964 (February-December) 850,700 73,250 August 1965 30,400
1965 495,100 41,260 September 1965 31,700
. October 1965 60,700

: November 1965 = 70,000
Nov. 1962 = 100,042—Nov. 1963 = 383,200 December 1965 92,100
Dec. 1962 = 353,965—Dec. 1963 = 261,400 January 1966 134,100

. Finances of the tron and.steel industry

170. The state of the iron and steel industry’s finances deteriorated in 1965, -
as a result, almost entirely, of the fall in its revenues. The effects of the
shrinkage (which became more marked as the year went on) varied according
_to the location and sales pattern of the individual enterprises. Earnings on
exports dropped more steeply than those on internal sales; those plants in coastal
areas which produce largely for export appear to have been the hardest hit,
but as these are better placed than the rest for obtaining supplies of high-grade
ores and fuels from overseas they are in a position to keep their production costs
lower than their counterparts inland.
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The industry was unable to offset the drop in earnings by a proportional
lowering of its production costs : indeed in some cases these even rose slightly,
mainly as a result of increases in the price of Community blast-furnace coke.
Prices of foreign ores were a little lower than in 1964. Prices 'of salvage scrap
went up for a time in Italy. Reductions in processing costs (including more
especially wage costs) by more intensive utilization of installations appear to
have been achieved in Italy, the Netherlands and Belgium, but not in the other
three countries. '

ACTION BY THE HIGH AUTHORITY IN THE STEEL SECTOR

The High Authority’s work on the steel side in 1965 was concentrated
more particularly on two aspects, the extension into 1966 of the market safe-
guards introduced ‘at the beginning of 1964, and the intensification of the activi-
ties undertaken to promote steel consumption following the crisis which developed
in the steel market in 1963. :

Measures concerning imports of ron and steel products')

171. In view of the state of the Community steel market, the High Authority
proposed to the Council that the peripheral tariff arrangements, which had
already been extended for 1965, should be retained for a further period. After
thorough preparation and discussion between the High Authority and experts
of the member Governments, the Ministers on December 8,.1965, agreed to
extend the Decision restricting the tonnages of pig-iron and rolled products from
countries with State-controlled trading systems up to December 31, 1966. After
hearing the views of the Consultative Committee and obtaining the consent of
the Council, the High Authority on December 15 also extended the prohibition
of price alignments on quotations for pig-iron and finished products from these
countries.

Fresh discussions were held between the High Authority and the
Governments’ experts on the peripheral protection to be given to the iron and
steel market in 1966. On the basis of market studies on the state of the Com-
munity steel and foundry pig-iron sectors, the High Authority consulted the
experts on its intended extension of Recommendation No. 2/64, which provided

' 1 See Twelfth General Report, Nos. 47 and 211, Thirteenth Geneval Report, Nos. 183 ff., and
Nos. 43-48 above,
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for the imposition up to December 31, 1965, of a specific duty of $7.00 per ton
on imports of foundry pig.

Before extending the Recommendation, the High Authority talked over
the question of the structural adjustment and streamlining of the Community
foundry pig industry with the producers concerned, emphasizing that the
necessary changes must be put in hand as soon as possible. The producers
pointed to a number of results already achieved at enterprise, national and
Community level, but stated that the two years allowed them by Recommend-
ation No. 2/64 was too short to complete the work in progress to make the
industry more competitive.

The Governments’ experts were also consulted with regard to the quotas
of foundry pig and steel for 1966, which had to be laid down in advance for the
purposes of Recommendation No. 1/64, still in force, concerning the raising of
external rates of duty on imports of iron and steel products into the Community.
It was agreed that the 1965 quotas should be renewed for 1966, and that about
the middle of the year the general state of the Community iron and steel market
should be reviewed to see whether the peripheral arrangements should continue.

172. Some time before, by Decisions Nos. 19, 20 and 21/63, the High
Authority had remodelled a number of Decisions taken in implementation of
the Treaty at the time when the Common Market for coal and steel was first
introduced, concerning in particular enterprises’ obligations with respect to
their selling agencies and middlemen.t) Two French steel producers’ federa-
tions and several individual companies in the same country appealed to the
Court of Justice of the Communities to overrule some provisions in these
Decisions, but, as we have seen, their appeals were dismissed.?)

173. Also in 1964, the High Authority continued its efforts to secure the
Governments’ co-operation in reviewing ways and means of ensuring greater
efficiency in the system of checking coal and steel prices.?)

The ad hoc Committee on Price Information and Price Checks set up on
April 30, 1964, by the Co-ordinating Committee of the Council of Ministers
drew up jointly with the High Authority a report on possible modes of co-
operation between the member States and the High Authority in checking for
compliance with the pricing rules. The Co-ordinating Committee considered
the report on May 11, 1965, but rejected it, together with the High Authority

1) See Twelfth General Report, Nos. 215 ff., and Thirteenth General Repori, No. 186.
%) See No. 25 above.
3) See Tuwelfth Geneval Report, Nos. 224 #f., and Thirieenth General Repor!, Nos. 198 ff,
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proposals which it contained for co-operation with the national authorities on
investigation and checking, as some delegations considered the steps suggested
too radical. The ad koc-Committee then met again to discuss what minimum
action the Governments could take to meet the High Authority’s wishes, and
it was agreed that in specific individual cases the High Authority should contact
the Governments requesting thelr co-operation. -

Promotion of steel consumption

174. The High Authority went ahead in 1965 with its efforts to stimulate steel
consumption, and took the necessary action to prepare for the continuation of
the campaign in 1966. Its work in this direction, aimed at intensifying the use
of steel for existing purposes and devising new applications for it, has been
warmly welcomed not only in the steel industry itself but also beyond it in the
whole wide field of the steel-consuming industries both inside and outside the
Community. In the present state of the steel market it is particularly clear
that these long-term High Authority activities are of major importance for steel
consumption and hence for the future of the European steel industry, and a
valuable adjunct to the steps it has taken and will be taking more directly on
the latter’s behalf.

Follow-up to the 1964 Steel Congress

175. From the corpus of the 1964 Congress’s findings and suggestions,?) the
High Authority embodied in a working programme those ideas which could
suitably be put into effect by a public body with functions such as its own.
These were felt to fall into four categories,

(a) modernization of standards and building regulations;
(b) information;

(c) training;

(@) study and research,

‘which are dealt with in-.tufn below.

For the purposes of this programme it was found necessary to set up
new committees to advise the High Authority on the preparation and imple-
mentation of the various measures which would be required.

1) See Thirteenth General Report, Nos. 191 ff.
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Accordingly, after consultations with the steel industries in the member
States, a Co-ordinating Committee on Steel Consumption, consisting of the heads
of steel utilization advisory bureaux in the Community and officials of the
High Authority’s Directorate-General for Steel, was established to assist the
latter in planning its work to promote steel consumption,-and to ensure co-
ordination between the High Authority’s efforts to this end and those in the
individual countries. ’

In addition, a new Steel Utilization Research Committee was set up
alongside the existing Iron and Steel Research Committee, which is concerned
mainly with technical research on the production side.

Modernization and standardization

176. Modernization of building vegulalions. This was the point most strongly
urged at the Congress : the building trade can never become properly and effi-
ciently industrialized unless there are uniform, up-to-date regulations covering
geographically extensive markets, and steel consumption in the building sector

" will not appreciably expand unless that industrialization takes place. As part
of its task of encouraging steel utilization, therefore, the High Authority is
setting out to secure the lining-up of building .regulations throughout the
Common Market area.?)

As a first step, it was proposed to inventorize all existing building
regulations and standards. After consultations with experts, it was decided to
start with the safety regulations in the member States. Since for construction
in steel there are a number of special fire-safety rules, this was felt to be the
most suitable point of departure for High Authority action. It was pointed
out at the Congress, and has been repeatedly confirmed by experts, that the
present fire-safety regulations are the great obstacle to the economic use of steel
in building above ground. '

The responsible department of the High Authority then assembled the
fire-safety regulations and recommended standards of the six Community
countries (totalling some 2,100 pages), together with the recommendations of
the European Convention of Constructional Steelwork Associations (approx.
600 pages). Independent experts in the member countries were also requested
to list all relevant fire-safety regulations and draft preliminary comments as
to points requiring amendment.

1) See Thiricenth General Report, No. 193.
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Consultations with the six expert assessors after the completion of the
preparatory studies have produced to date the following conclusions :

(1) there is no uniformity among the member States as to the authorities
legally responsible (in France and Italy the Governments, in Germany
the Linder, in the Benelux countries the local district councﬂs);

(2) there is no uniformity as to the type of legal instrument concerned {Act
of Parliament, Decree, implementing Order, or technical standards
referred to therein);

(3) in most cases a great deal is left to the discretion of the administering
authorities;

Consequently, it is desirable that technical criteria should be drawn up
to serve as a basis on which the legislators and administering authorities of the
Community may align their arrangements.

The consultations are continuing in an ad koc committee, attention being
concentrated more particularly on points (3) and (4).

177.  Standardization of tron and steel products. Work continues steadily on
the drawing-up of Euronorms, which include size and quality standards for the
iron and steel products employed in building.?) '

The size standards for IPE joists and beams and rationalized steel
sections are shortly to be published together in a single booklet in 20,000 copies.

178. Standardization of building components. It is planned to institute a
uniform European system of measurements (modular co-ordination) for building.
This will be a lasting boon-to the building trade, and it is accordingly intended
to begin work in the coming year. '

Information

179. Publication of 1964 Congress Proceedings. The Proceedings of the 1964
Congress were published in book form in 7,000 copies, in the five Congress
languages. With the co-operation of steel utilization advisory bureaux in the
Community, a number of copies were supplied free of charge to technical institutes
and colleges and to libraries, with the aim of bringing the Congress’s delibera-
tions and findings to the attention of a wider public, both in specialist circles
and generally.

1) See No. 285 below.
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180. Publication of handbooks. A grant was made available in 1965 towards
the publication of the American Light Gauge Cold Formed Steel Design Manual,
translated into two Community languages with High Authority assistance.

Training

181. One suggestion put forward at the 1964 Congress was that seminars
should be organized for constructional engineers, architects and builders at
which there would be lectures and discussions on the lastest developements
with regard to the use of steel in building, industrialized methods of steel
construction, and standardization and quality improvement. The matter was
discussed by the Co-ordinating Committee on Steel Utilization : the represent-
atives of the steel utilization advisory bureaux stated that this was already
being done in the individual countries, but suggested that it would be an idea,
prior to instituting any such arrangements for architectural students, to make
a study of the syllabuses of the technical colleges and specialized colleges of
architecture to see whether the students were being sufficiently familiarized with
the uses of steel for building. The High Authority is now examining the pos—
sibilities for conducting such a survey.

Study and research

182. 1In accordance with the wishes expressed at the Congress, the High
Authority also, after duly sounding the Consultative Committee and obtaining
the consent of the Council, decided to launch a series of research projects on the
utilization and properties of steel, aimed at boosting its consumption in a number
of consumer sectors. They include a joint programme on metal physics, a
joint programme on the utilization properties of steel, and research on the
orthotropic plate.?)

Several other projects are under consideration, notably

(1)  Rescarch on the fireproofing of steel superstructures

Realistic fire tests are to be organized in full-size steel buildings, in order
to ascertain how far the fire-safety regulations in force are in line with
actual conditions and with recent technical progress, due account being
taken of the results of past experiments carried out by the European
Convention of Constructional Steelwork Associations and in Great Britain.

1) See Nos. 272 ff. below.
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(2)  Research on workability of steel

This will be the first research project in this particular field, and will be
mainly for the benefit of the mechanical engineering industry. Its
object will be to develop testing methods-for steel with regard to various
types of processing, such as non-cutting forming, milling and turning.

(3) Scientific study of publicity methods

It is only comparatively recently that the steel industry has begun to
cultivate a definite public image by the use of present-day means of
influencing opinion such as trade marks and advertising. Scientific
analysis to enable an effective publicity approach to be devised can serve
as a starting-point for a drive of this kind to encourage employment,
and hence stimulate sales, of steel. .The High Authority is accordingly
considering commissioning fundamental research on semantics as a
basis for really well-thought-out and striking advertising; the findings
would be then duly passed to the steel industries of the Community.

I'nternational Housing Design Competition

183. As part of its campaign to promote steel utilization, the High Authority
in October 1965 announced a competition for the best design for a prefabricated
dwelling.’) The object is to interest architects with ideas in furthering progress
in the building sector by means of new designs and industrialized building
methods. More extensive use of prefabricated building components could be
a quick and economical means of reducing the serious housing backlog.

It was one of the conclusions of the 1964 Congress on Progress in Steel
Construction that in the present state of technology the increased use of steel
components (load-bearing structures, roofs, door and window frames, staircases,
inside and outside walls, floors, etc.) would help to bring down building costs.
The industrialization of the building trade would enable greater advantage to
be taken' of the special properties of steel, since steel was especially suited to
automated fabrication. Accordingly, the competition is intended to bring home
to architects the wide range of design possibilities steel affords and its ease and
convenience to work with. The High Authority for its part expects the compe-
tition to throw some light on the still outstanding problems of mass production.
in building, and also hopes to gain a certain amount of guidance with regard
to the research needed on industrialized methods of residential building. It is

1) See J.0., No. 163/65.
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planned after the competition to sponsor and part-finance, in accordance with
Article 55 of the Treaty, a number of pure and applied research projects on
aspects considered to require further study.

Competitors are asked to submit designs for a dwelling suitable for a
family of five in any Community country. The load-bearing structures, floors
and door and window frames must be of steel, and the whole must be a light
metal construction consisting of industrially fabricated components : keeping
a number of basic components the same, it must be possible by combining these
with various others to produce a dwelling that can be adapted in the actual
building to assume a certain appearance of individuality. Both the basic and
the additional components must be industrially produced. For costing purposes
competitors are to base their estimates on the construction of 10,000 such
dwellings a year.

The competition is organlzed in two stages: in Stage 1 the entries will
be judged purely on the merits of the general idea, and in Stage 2 the competitors
whose work is considered the best in this regard will be asked to go further into
the technical details of their designs.  The sum of 80,000 dollar units of account
has been set aside for prize money and defrayment of competitors’ expenses.

The panel of judges comprises architects, scientists, engineers, senior
civil servants and representatlves of the steelmaking and constructional steel-
work industries from both inside and ocutside the Community.

To judge by the nurtnber of intending enfrants, the competition looks
like being a major success: by the closing date, December 31, 1965, over
3,000 architects in 50 countries had registered.

»

1965 Steel Congress

184. The High Authority'é second Steel Congress, this time on “Progress in
Steel Processing,” held from October 26 to 28, 1965, was attended by some
1,200 delegates from 44 countries. The presence of large numbers of technolo-
gists and scientists from non-Community countries was a clear indication that
the Luxembourg Steel Congresses are by now a recognized world event.

185. The Congress’s main subject was divided under five heads, which were
dealt with by four Working Parties and a Special Committee.
(1) Working Party on Industrial Design

The choice of industrial design as one of the themes for the Congress is
indicative of the interest taken by the steel sector in this comparatively
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new science. The Working Party first discussed the function of the
designer, and emphasis was-laid on the point that he could do his work
properly only as a member of a team, on a basis -of shared responsibility
with the engineer and the management. :

The Working Party then went on to consider problems in connection
with prefabricated structures.

Working Party on Surface Treatment of Steel

It was made clear that in the matter of surface treatment there was an
increasing tendency to discard empirical methods in favour of a scientific
approach, and more particularly of electrochemical processes. This was
making for more effective surface protection as regards the quality and
strength of the products, and hence for reductions both in the processing
costs and in the weight of the material (basis metal plus coating) to be
used for any particular purpose. :

The Working Party emphasized that consumers and producers should
consult together frequently and in detail concerning the end products

- required, in order to avoid the use of those which were specially difficult

and costly to make, and the consequent unnecessary expense.

Working Party on Cold Forming of Steel

Since the iron and steel industry had so considerably extended its
production range, it was felt to be to the interest of steelmakers and steel
processers alike to turn out products of such quality as could be employed
for all forming techniques and even for all special applications.

The Working Party particularly emphasized the importance of the cold-
forming processes. Research was now also in progress, it was reported,
on improvements to methods of forming plate and sheet, and on ways
of making steels of higher and higher ductility.

Working Party on M. odem Jointing and Assembly Methods

Attention was drawn to the fact that criteria as to the quality charac-
teristics required of steels varied widely according to the different types
of design and purpose in steel construction, the more so as the trend

. was increasingly in the direction of ultra-bold design, high-strength steels

and very considerable working stresses.

Special Committee on Problems of Steel Utilization in Emergent Countries

- The Committee heard a number of papers contributed by leading figures
'in the emergent countries, and unanimously sympathized with these
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countries’ anxiety to industrialize. This it considered could best be
achieved by co-operation between them and the countries  already
developed industrially.

' Results of the 1965 Congress

186. Once again, one of the most important immediate achievement of the
Second Steel Congress was to bring together experts from the fields of steel-
making, steel processing and steel utilization, as well as representatives of the
still comparatively new discipline of industrial design, for an intensive discussion
on ways and means of ensuring the better and more efficient use of steel for a
whole range of different purposes. On this occasion, moreover, the Congress
did not confine itself to aspects of concern only to European industry, but for
the first time included a Committee dealing specifically with steel processing
and utilization in the emergent countries of the world.

Two subjects which had already been raised at the previous Congress,
and whose importance extends well beyond the building sector as such—surface
treatment of steel and modern jointing and assembly methods—were discussed in
greater detail from a number of technical angles.

The findings of the Congress Working Parties were presented at the
closing session, together with a statement of the conclusions to be drawn by
the High Authority for its own activities. Suggestions included the following.

Modernization and co-ordination of standards and testing methods

187. Better relations could be established between producers and consumers
by eliminating vagueness in the designation of steel qualities. The present
differences in this regard, moreover, impair the transparency of the Common
Market. Consumers would find it much easier to select the precise qualities
they require if the quality designations were standardized.

The High Authority was therefore urged to press ahead with the
drawing-up of the Euronorms, and in particular to publish quality standards
for finished rolled products.

The Congress also asked that corrosion-testing methods should be stand-
ardized, and that in doing so special efforts should be made to ensure correlation
between the test results and the utilization properties of the metal. Once uniform
rules were in force, the various European corrosion-testing stations would be
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able to carry. out -their experiments under comparable conditions, and the
consumer would be better placed to decide which quality of steel was the most
appropriate for his particular purpose.

Information

188. The High Authority was also urged to help see to it that more was done
to cultivate sales outlets for steel and to keep consumers informed concerning the
many and varied uses of steel. More intensive technological consultation with
designers and processers would open up new fields of utilization for steel. The
information and promotion work should cover not only the technical properties
of the different steel qualities, such as their formability and weldability, but
also the technical and economic potentialities of new processing techmques such
as cold forming.

Again, this ambitious programme makes considerably greater demands
on the salesman. It was therefore suggested that the High Authority might
organize seminars to help train appropriately-qualified sales executives.

The Congress also felt that the High Authority’s information activities
should be directed not only at the sales branch but at the technical side. While
the High Authority could not of course take over the job already being performed
by a number of specialized institutes and associations, it could well make itself
responsible to some extent for disseminating relevant data and new research
findings, through specialist working parties or through seminars on very specific
technical fields such as the results of research on welding techniques.

The Working Party on Industrial Design put up the suggestion that the
High Authority should institute an award for the most pleasingly and func-
tionally designed industrial product of steel, as an inducement to designers to
devote more attention to the possibilities of steel as medium.,

Technical research

189. Other propoéals, of interest both to steelmakers and to processers,
concerned :

(1)  pure research on industrial design, aimed at systematization of product
planning to make the functions and desired lines of the products more
clearly apparent, and also including the establishment of criteria for the
structural and functional redesigning of products;
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(2)  development of steels usable as they stand by architects and designers,
without further surface protection;

(3)  improvement of surface protection and development of economic processes;

(4)  improvement of corrosion-resistance by the development of a low-alloy
steel;

{5)  research on the improvement of quality by cold forming (particularly
cold forging);

(6)  improvements to existing cladding methods.

Training

190. The point was made at the first Congress that architectural students
were not taught enough at college about steel, and the same was true of students
of industrial design. It was accordingly suggested that a students’ competition
should be organized, as a means of making them better acquainted with steel
and its uses.

According to a statement to the Special Committee, one reason why
steel was not being more used in the emergent countries was the shortage of
skilled workers. The Congress therefore urged that the High Authority should
first of all help to create a nucleus of skilled labour in these countries, and appeal
to the Community industries to make their technical knowhow available for
use there.

191. The High Authority is now examining what possibilities the Treaty affords
it for following up the Congress’s recommendations. Such measures as it con-
siders fall properly within its terms of reference will then, where appropriate,
be included in its programme for the promotion of steel consumption.

Meantime the decision has been taken to convene a third Congress in
Luxembourg from October 26 to 28, 1966, this time on the subject “Steel in
Agriculture.” Preparations are also being begun for the fourth Congress in .
1967, on “Steel in the Chemical and Petrochemical Industries.”
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Section 3: .Implementation of the Rules ‘of Competition

GENERAL REMARKS

192, In the corresponding subsection of last year’s Report,!) the High
Authority, after referring readers to material already published by it?) on the
subject of its policy regarding cartels and concentrations, drew attention to
certain current problems in the outstandingly important field of Community
policy on competition. These included the structural changes going on in.
conditions of competition, exemplified in particular by the emergence of
“competition by substitution,” and the complications introduced with regard
to industrial concentrations by technolog1cal developments and the shift in the
general pattern of competltlon

As will be seen from the following accounts of the individual cases, steps
taken by enterprises to meet the situation have included some measures
— specialization agreements and concentrations — requiring authorization under
Articles 65 and 66 of the Treaty. In all cases dealt with to date the High
Authority has been able to, approve the applications, subject, as in the past,
to such conditions as it has thought necessary.

193. In weighing up each projected concentration, the High Authority makes
a separate assessment of any social implications it may have, more -especially
as regards employment; an internal decision to this effect was taken at the end
of 1965. So far no concentration between E.C.S.C. enterprises has resulted in
serious hardship, but the fact remains that both the trend towards concentration
and the scale of the individual concentrations themselves are very much on
the increase. The precautions referred to will enable the High Authority,
where necessary, to notify those concerned that arrangements will need to be
made to safeguard the interests of the workers, and will at the same time
strengthen its own hand in the matter of readaptation, redevelopment and so on. -

194. As well as applying the rules of competition in individual cases, the
High Authority went ahead with its efforts to devise improved methods for
analysing competition and the effects of cartellization and concentration in

1) See Thirieenth Geneml Report, No. 198.
%) La C.E.C.A. 1952-1962. Les dix premidves anndes d’'une intégration partielle. Résultats -
Limites - Perspectives and Bulletin de la C.E.C.A. No. 47.
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oligopolistic markets such as those for coal and steel and for the main substitute
products. These studies, which are being conducted in consultation with noted
specialists in scientific market research, are still in progress. :

195. The parallel, and closely connected, studies in preparation for bringing
High Authority Decision No. 25/54, concerning reference levels below which
prior authorization for concentrations is not required, into line with present
circumstances are now well advanced. All the indications are that the High
Authority will shortly be in a position to submit its proposals in this regard to
the Council of Ministers, whose agreement is needed before the Regulation
drawn up under Article 66,3 can be promulgated.

CARTELS
Buying and selling orgamizations

The Ruhy coal-selling agencies

196. Prof. Miiller-Armack, who had been commissioned to make an inquiry
into the operation of the selling agencies,?) submitted his General Report and a
number of supplementary reports in the first half of 1965. These enabled the
High Authority to complete its promised investigation as to whether the
structure and functioning of the selling agencies were still in accordance with
the conditions stipulated for their original authorization.?2)

197. The findings of the Miiller-Armack reports and of the High Authority’s
investigation, which relate mainly to two coal years, are as follows.

(a) With regard to the structure of the agencies, the points checked were
(¢) the effectiveness of their organizational separation, the essential
precondition for their independence of one another, (i) the effects of
their co-operation in the joint companies (Treuhand and Beratung),
and (s#1) their relations with major buying and distribution agencies.

(B) No evidence was found that the mining companies’ co-operation in the
joint Ruhr coal-selling arrangements was such as to interfere with the
independence of the two agencies. The same was true of the agencies’
relations with the major buying and distribution organizations. The

Yy See Thirteenth General Report, No. 200.
%) Ttem 39 of the grounds enumerated for Decisions Nos. 5/63 and 6/63 (].0., No. 57/63).
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High Authority intends, however, to examine further the direct relations

Dbetween south German buyers and the agencies, and the position of the

Oberrheinische Kohlenunion.?) .

The sales pattern of the two agencies shows differenciations according
to area -and according to size of buyer. Also, the collieries affiliated to
one of the agencies consume a higher proportion of their own coal, and
are therefore less dependent on sales in the market than those affiliated
to the other agency.

In addition to the agencies’ structure, the High Authority investigated
their market behaviour since their authorization early in 1963. The

object was in particular to determine whether they were operating

independently of one another in marketing their products. The investi-
gation was concentrated on their sales and price policy and, especially,
their practice in the matter of price alignment.

Both agencies’ sales appreciably declined in the coal years 1963-64 and
1964-65, in consequence of stiffening competition from other energy
sources, particularly fuel oil. The shrinkage was rather more marked
in one case than in the other. ‘

The schedule prices of the two agencies have remained roughly the same.
For some grades real price differences exist, but the tonnages concerned
are comparatively small.

Sales on the basis of price reductions and alignment rebates have worked
out, overall, about the same for both agencies.’

There are some indications that the agencies’ sales practice is diverging,
notably at district office level. This tendency is favoured by the fact
that consumers renewing long-term contracts for large tonnages are
forming the habit of negotiating with the agencies separately, in order
to make the most of their position as big customers and of the competition
between the two agencies.

Overall, then, the agencies’ market behaviour with regard to published
prices and conditions of sale, and to alignments and other reductions,
is to a great extent parallel. This cannot, however, be shown to be the
result of illicit agreements or concerted practices. It must be borne in
mind that the Treaty’s rules on price publication tend to produce a certain
rigidity in schedule prices. Moreover, the agencies have not been in

1} See No. 199 below.
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-existence for very long, and the investigation of their market behaviour

had. therefore to be confined to two coal years—years in which their

sales, like those of the other Community producers, were largely governed

by extraneous factors, namely the lower prices of third-country coal and
- fuel-oil.

N In view of the foregoing, the High Authority is satisfied that the two
agencies cannot be considered as forming a single entity, and that both
are still operating in accordance with the requirements of Article 65,2,¢.

198. Since the other requirements of Article 65,2 are also still being met, the
High Authority approved the agencies’ application for the extension of their
authorizations, including the inspection stipulations, for a further two years,
to March 31, 1968. Particulars will be found in the list of grounds for Deci-
sions Nos. 17/65 and 18/65.1)

Oberrheinische Kohlenunion (0.K.U).

199. The appeal by the Société Rhénane d’Exploitation et de Manutention
" (“Sorema”)?) was dismissed by the Court of Justice in a Judgment of June 2,
1965. The Court thereby upheld High Authority Decision No. 15/64 terminating
Sorema’s entitlement to belong to the south German wholesalers’ joint-selling
network, and so officially acknowledged the principle that affiliation to an
arrangement requiring authorization under Article 65,2 is barred to companies
or other bodies not operatmg in the relevant field. Sorema thereupon duly
withdrew.

Comptoir '5elge des charbons (“Cobechar”)

200. Joint selling of coal by various Belgian- collieries through their agency
the Comptoir Belge des Charbons had earlier been authorized to continue up
to December 31, 1965.2) The affiliated companies recently agreed to extend this
arrangement for four years.

The composition of Cobechar has meantime altered somewhat, with the
departure of the collieries which have ceased production and sold off their stocks,
and the addition of two new members, Beeringen and Zolder. The aggregate

1) See J.0., No. 221/65.
2) See Thivteenth Geneval Report, No. 201, and No. 22 above.
3) See Eleventh Geneval Report, No. 343.

’
2
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production of the present members now represents 92%, of the Belgian and 8%,
of the Community total, or, broken down by areas, 85% of the Campine’s
output and the whole of the Southern coalfields’.

Since, however, the collieries retain over 50%, of their production for
their own consumption and for direct sales, the tonnages marketed through
Cobechar remain small in comparison with those handled by other selling
agencies in the Community. In view of the competitive position of Belgian
coal in the Common Market, the conditions in consideration of which joint
selling was originally authorized have not changed, even with the affiliation
of the two previously independent companies.

Accordingly, the High Authority issued Decision No. 1/66, of January 27,
1966,1} permitting the joint-selling arrangement in its new form to continue
up to December 31, 1969, subject to the same conditions as before,?) and to
certain changes in the declaration procedure required of Cobechar.

Specialization agreements

Salzgitter Hiittenwerk AG.|Ilseder Hiitte

201. The High Authority had earlier, by Decision No. 7/62,%) authorized a
specialization and joint-selling agreement between the two German enterprises
Salzgitter and Ilseder Peine, under which Salzgitter, possessing a wire-rod mill
while Peine did not, was to sell the rod produced in this mill from its own billets
in its own name and behalf, and that produced from Peine billets in Peine’s.
For tax reasons, the two enterprises have now set up a joint agency, the Walz-
drahtverkaufsgemeinschaft Salzgitter Hiittenwerk AG./Ilseder Hiitte, Peine,
which is managed by Salzgitter and sells the rod in its own name on behalf of both.

The High Authority authorized these changes in the agreement by
Decision No. 9/65, of July 14, 1965.4)

Stab- und Formstahl Kontor, Essen

202. By Decision No. 11/65, of July 21, 1965, the High Authority authorized
a specialization and joint-selling agreement relating to merchant bars and

1) See Eleventh General Report, No 343.
2) See J.0., No. 20/66.
) See Eleventh General Report, No. 345.

) See [.0., No. 133/65. .
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sections,!) a step of some importance in the context of the current endeavours
to increase enterprises’ productivity by co-operation or concentration.

Under the agreement, four very large German steel firms, Dortmund-
Horder Hiittenunion AG., Hoesch AG., Hiittenwerk Oberhausen AG. and
Mannesmann AG., are to pool and reallocate their orders for merchant bars
and sections in order to make up larger rolling batches and so help ensure more
economic utilization of their rolling capacity.

The terms of the agreement are in.substance as follows.

Every three months a rolling schedule will be drawn up taking into
account the capacities and schedules of the associated companies’ bar and section
mills, their deliveries over the previous calendar year, the prevailing market
conditions and the cost advantages of the different bar and section mills, and
laying down the tonnage, size or range of sizes, and quality for each mill. The
joint rolling schedule is to be so arranged that each of the associates in turn is
able to roll the sizes and qualities it had regularly done in the past, and so
maintain its delivery schedule.

For the purposes of the agreement, the associates have set up a registered
administrative office named the Stab- und Formstahl-Kontor G.m.b.H., which
can claim reimbursement of its running expenses but is not entitled to a share
of profits.

Orders placed with the associates for the supply or production of steel
products coming under the agreement are sent to the Kontor, which while taking
due account of customers’ expressed wishes allocates them among the associates
in accordance with the rolling schedule and state of the order-books. The
associates confirm receipt of the orders so allocated direct to the customer on
the basis of their prices and conditions of sale, and execute them without further
reference to the Kontor.

The associates are under obligation to accept the orders allocated them
and to abide by the rolling schedule, though they may decline an order for
business reasons, e.g. if the customer is deemed to be a bad credit risk.

The agreement is to run up to December 31, 1967, and to be self-renewing
for two-early periods unless denounced by one of the associates.

As regards the agreement’s compatibility with Article 65,2, the High
Authority’s conclusions are as follows.

1) See J.0., No. 149/65.
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With regard to production, the associates- are required to adhere to the
rolling schedules to be drawn up under the agreed rules. For a specified period
during each quarter, each associate has so far as the products covered by the
agreement are concerned to confine itself to a narrower range of sizes and qualities
than it previously did, and to abstain from rolling other sizes and qualities
which are being produced by the other associates during the period in question.
In consequence of the system of grouping the tonnages ordered into batches,
this means that the bar and section production of each associate is temporarily,
in rotation with the other associates, specialized within one particular sub-range
of sizes and qualities out of the much more extensive range covered by the joint
rolling schedule as a whole.

Since each associate, as its turn comes round, is able to roll its usual
sizes and qualities, none of them can be said to be specializing in a particular
production line for the whole duration of the agreement, but only at regularly
recurring intervals. In this respect the arrangement differs from the standard
type of specialization agreement : it can, however, be considered as “strictly
analogous thereto” within the meaning of the Treaty, since it is similar in
character and for the duration of each rolling schedule produces similar effects.

With regard to distribution also, the effect is to restrict competition
among the associated companies. While it is true that the actual marketing
is still done separately by each on its own behalf, the agreement requires all
orders received by any of them for the products in question to be forwarded
to the Kontor for allocation, with the result that the Kontor has a full picture
of the whole flow of relevant orders. The consequence of the allocation arrange-
ment is, in effect, that the associates form a single unit vis-d-vis their customers,
and further, that no real differences among them are possible as regards pricing,
alignment rebates and delivery terms.

To this extent the arrangement must be regarded as a joint-selling
agreement or “strictly analogous thereto.”

For the purposes of Article 65,2, then, the High Authority found that

‘

(a) the arrangement is calculated to “contribute to a substantial improve-
ment in production and distribution”, provided that the joint rolling
schedules are in fact drawn up in accordance with the stated criteria .
and that the allocation of orders offers customers a wide range of products
and short delivery dates; '

{&) it is “essential to the achievement of these results, and is not more
restrictive than is necessary for that purpose,” inasmuch as the
rolling batches could not be thus increased without a joint rolling
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schedule, and the schedule could not be organized without a central
administrative office;

(c) in view of these circumstances, the relevant market for the products
covered by the agreement is to be taken as comprising the whole territory
of the Community, within which the four associated companies account
among them for approximately 869, of total sales of merchant bars
and 10-7%, of total sales of sections.

To enable itself to ascertain later on whether the agreement actually is
making for more efficient production and distribution and the authorization
can therefore be left in force, the High Authority made it a condition that the
four companies should report to it within three months of the completion of
each business year what results have been achieved.

Service of certain decisions on employers’ federation

203. On February 3, 1965, the High Authority issued Decision No. 1/65,%)
instituting an arrangement whereby Decisions relating to the extraction of
information or organization of spot-checks under Article 65 may be served on
the appropriate employers’ federation instead of on the individual enterprises,
such service to be effective in respect of all enterprises belonging to the federa-
tion at the time when the Decision in question was issued.

CONCENTRATIONS

Coallcoal

Eschwetler Bergwerks-Verein|Gewerkschaft Carl-Alexander

204. On February 17, 1965, the High Authority gave its permission for
Eschweiler Bergwerks-Verein, Kohlscheid (E.B.V.), to acquire the whole of the
shares in Gewerkschaft Carl-Alexander, Baesweiler. Carl-Alexander together
with a firm of coal dealers controlled by it was thus absorbed into E.B.V., which
is itself controlled by the ARBED group; in consequence ARBED’s share of
total Community coal production as calculated by the 1963 figures was slightly
increased to 4:79. The position as regards coking coal was not affected, as
Carl-Alexander produces none, while its production of speciai coke is too small
to be of relevance in assessing the effects of the concentration. ARBED’s
situation vis-¢-vis other coal producers was not materially altered, nor was the

1) See J.0., No. 27/63.
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coke supply position of the ARBED steel plants. There was therefore no
objection to the concentration from either the horizontal or the vertical point
of view. : :

With “the take-over of Carl-Alexander by EB.V., the authorization
granted in 1954 by the High Authority for the joint selling of coal and coal
products through Aachener Kohlen-Verkauf G.m.b.H. became nugatory and
was allowed to lapse. :

Vereinigle Elekivizitats- und Bergwerks AG. (VEBA)|Hugo Stinnes AG.

205. By a decision of April 28, 1965, the High Authority gave permission for
VEBA to acquire approximately 809, of the share capital of Stinnes. VEBA
is a holding company owned exclusively by the Federal Republic of Germany;
the latter directly controls the Saarbergwerke and the Salzgitter company which
in its turn controls a number of collieries direct and certain other collieries and
firms of coal dealers, including Bergwerkgesellschaft Hibernia AG., -through
VEBA. Hugo Stinnes AG. controls the colhery company Mathias Stinnes AG.
and 1ts distribution subsidiaries.

The concentration brings the share of the Government-controlled enter-
prises in total German production, in 1963 figures, up from 246 to 27- 2% for
coal, from 16-8 to 18-5%, for coke, and from 4-4 to 20- 4% for briquettes,

The High Authority satisfied itself that the enterprises concerned were
in competition with other Community and non-Community coal producers and
with firms marketing alternative fuels. This being so, its conclusion was that

the concentration entailed no consequences incompatible with Artlcle 66,2 of
the E.C.5.C. Treaty.

Steel|steel
Denain-Anzin/Nord-Est

206. By a Decision of March 10, 1965, the High Authority gave permission
for a merger between the Société Denain-Anzin and the Société des Forges et
Aciéries du Nord et de I'Est (Nord-Est). These were two holding companies
each possessing 409, of the share capital of the steel firm Usinor, and so jointly
controlling it; in addition, by similar participations, they also jointly controlled
a number of steel-processing enterprises and firms of steel dealers. Each of
them was concentrated with the enterprises jointly controlled, but there was
no concentration either between the two themselves or between enterprises
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(iron-ore mines, steelmaking plants, steel-processing plants, steel dealers)
" controlled only by one of them. The projected merger therefore required
authorization : the necessary conditions were, however, fulfilled, since

(¢)  competition between them was in any case restricted, if not rendered
impossible, by their joint control of Usinor and consequent concerting
of their business arrangements outside as well as inside the sphere of
Usinor itself;

(b))  the concentration would result in only very minor increases in the shares
of pig-iron, crude-steel and rolled-steel production : the only new element
was their joint holding of iron ore, and even there the share of total
Community ore production was only about 6%;

(c) the Denain-Anzin and Nord-Est enterprises were not consumers of one
another’s products.

Nord et Lorraine/Saulnes et Gorey (joint subsidiary)

207. On November 25, the High Authority approved the joint formation of
the Société des Hauts-Fourneaux Réunis de Saulnes et Uckange, Paris,
representing a reorganization of the operations of the two companies Forges et
Aciéries de Nord et Lorraine and Hauts-Fourneaux de Saulnes et Gorcy, both
of Paris, in connection with the mining and sintering of iron ore and the pro-
duction of foundry and steelmaking pig-iron and their by-products.

Nord et Lorraine is to be absorbed bodily, retaining only its share
certificates, with the exception of those relating to the operations of the new
company Saulnes et Uckange. Saulnes et Gorcy will turn over its pig-iron
production to the new subsidiary, but will continue to own and operate its rolling-
mills, wire-drawing works and foundries, together with its mine at Sancy, and
also retain the greater part of its portfolio.

The new company will have a total capital of Fir. 50,000,000.

The High Authority in assessing the implications of the project had to
take into account '

(@) that Nord et Lorraine was controlled by the holding company Denain-
Anzin et Nord-Est,!) and therefore already concentrated with it and with
its subsidiaries, notably Usinor;

(5 that Saulnes et Gorcy was controlled by the Lorraine-Escaut group.

1} See No. 206 above.
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The combined iron-ore production of the whole concentration works out
at approximately 20% of the Community total, and its combined production
of steelmaking and foundry pig to less than 10%.

In view of these figures, and of the various other circumstances, it was
considered that the requirements of Article 66,2 were fulfilled.

Arbed{Hadir

208. Aciéries Réunies de Burbach-Eich-Dudelange applied on November 17,
1965, for anthorization to acquire a majority holding in Hauts-Fourneaux et
Aciéries de Differdange-St. Ingbert-Rumelange. It was specially requested
that the High Authority should give a ruling by January 1, as the operation
had to be completed by that date for fiscal reasons.

On the strength of a provisional assessmerit, the High Authority replied
on December 16 that the authorization would be forthcoming subject to certain
conditions; if the shares were acquired before this happened, it could be granted
retrospectively under Article 66,51 providled ARBED complied with the
stipulations it contained.

Particulars of the concentration will be supplied in the usual way after
authorization. '

Steel[steel processing

Friedrich Flick KG.[Stahlwerke Siidwestfalen AG.
Friedrvich Flick KG.[Daimler-Benz AG.

209. Both concentrations were authorized by a Decision of March 3, 1965.
The High Authority took the view that the concentration with Stidwestfallen
was, so far as crude steel, semis and ordinary rolled steels were concerned, either
complementary in character or calculated to increase only slightly the two
enterprises’ combined share in total production. As regards dynamo sheet and
special steels, the relevant markets for which are varyingly evaluated, their
shares were somewhere between 129, and 23%, but in view of the number and
size of the other producers and the special purchasing and delivery conditions
in these markets this was considered to be no obstacle to the granting of the
application. '

Daimler-Benz and its various motor-vehicle and motor-engine manufac-
turing subsidiaries are big but not unduly big consumers of the two steel firms’
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products, so that the concentration cannot be said to infringe Article 66,2 by
“establishing an artificially privileged position involving a substantial advantage
in access to supplies or markets.”

Chatillon|Tissmétal

210. In October 1964, Aciéries et Tréfileries de Neuves-Maisons Chatillon, of
Paris, and Tissmétal, Lionel-Dupont, Teste & Cie, of Lyons, set up a new limited
company, Chatillon-Tissmétal, in Paris.

Chatillon is a steelmaking firm controlled by Forges de Chatillon, Com-
mentry et Neuves-Maisons, another steel-producing enterprises which also
controls a number of other enterprises within the meaning of Article 80 of the
Treaty. Tissmétal, which produces more particularly wire gauze and netting,
does not come under Article 80.

The new company will, among other things, make and process wire
products. The founder enterprises have transferred to it plants for the pro-
duction of hard wire and cables, with the appropriate materials and equipment,
and Chatillon has also contributed an 809, interest in the firm of P. Gruhier
& Cie, manufacturers of metal bedsteéads. In return Chatillon has been allocated
approximately 619, and Tissmétal 399, of the shares in Chatillon-Tissmétal.

Chétillon-Tissmétal is thus concentrated with Chitillon and the group
controlling Chatillon, and also with Gruhier, since although Chatillon-Tissmétal
is a joint venture, only Chétillon itself controls Gruhier.

Tissmétal takes about 15%, of Chétillon’s production of wire rod. Given
the stiff competition in the wire-rod sector in France and in the Common Market
generally, there was considered to be no objection to the concentration as
regards compatibility with Article 66,2. The High Authority therefore endorsed
the new arrangement, and did not fine the two enterprises under the Article,
as they had not knowingly infringed it.

Pompey|Forges de Bar-sur-Aube

211. At the end of 1964, the steel-processing firm Société Lorraine de Forgeage
(“Lorforge”), itself already concentrated, by a joint-control arrangement, with
Aciéries de Pompey, merged with another steel-processing enterprises, Forges
de Bar-sur-Aube, to form a new company, Bar-Morforge. This constituted a
concentration within the meaning of Article 61,1 between Pompey and Forges
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de Bar-sur-Aube, which was effected without the necessary: prior High
Authority permission; it could not, however, be shown that the enterprlses had
disregarded the Article deliberately.

In assessing the concentration, the High Authority considered more
particularly the amounts of special steels produced by Pompey and the amounts
consumed by the two processing enterprises. Its conclusion was that
consumption of Pompey products within the Pompey group would be increased
by the concentration from 209, to 259, : this would not, either in itself or in
comparison with similar groups within the Common Market, constitute the
“artificially privileged position involving a substantial advantage in access to
supplies or markets’ which Article 66,2 is designed to prevent.

The ‘High Authority therefore, by a Decision of December 15, 1965,
authorized the concentration, without taking disciplinary action under
Article 66,5. ' '

/

Other cases »

212. The High Authority in addition passed a number of other applications
relating to concentration projects the impact of which on competition in the
Common Market was too limited for detailed partlculars to be necessary here.
These were. :

(1)  Braunschweigische Kohlenbergwerke/Braunschweigische Kohlenhandels-
gesellschaft Ring & Co., a coal wholesale firm in Hamburg (authorized
on February 3, 1965);

(2) Saarbergwerke AG./Gebr. Kiessel G.rn.b.H;, a coal wholesale firm in
Saarbriicken (authorized on February 3, 1965); -

(3)  Mannesmann-Rohrleitungsbau G.m.b.H. / a small mechanical engineering
enterpnse in south Germany (authorized on March 31, 1965);

(4) . Union sidérurgique lorraine/Société ‘industrielle de laquage et prodults
anticorrosion, Marxheim (authorized on April 28, 1965);

(6)  Gebr. Kiessel G.m.b.H. (Saarbergwerke AG.)/Geraldy Kohlen und Bau-
materialien G.m.b.H. (authorized on May 26, 1965);

(6) Vereenigde Utréchtsche IJzerhandel N.V./N.V. Financiérings- en Beleg-
gings-Maatschappij Nijkerk, Amsterdam, a concentration in the scrap
trade (authorized on May 26, 1965);

(7 Société des forges et ateliers du Creusot, Paris/Acciaierie Réchling S.p.A.,
Milan, special-steels wholesalers (authorized on July 14, 1965);
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(8) Denain-Anzin et Nord-Est/Société lorraine des produits métallurgiques,
Société nouvelle de métallurgie and Société lorraine des aciers spéciaux,
all steel wholesale firms (authorized on July 21, 1965);

(9)  Hansen, Neuerburg & Co. G.m.b.H., Essen/Opfermann und Rudolph
G.m.b.H., Kassel, fuel merchants (authorized on September 29, 1965);

(10)  Société des mines d’Anderny-Chevillon, Paris/concession of the iron-ore
mine at Sancy (authorized on November 25, 1965);

(11)  Friedrich Krupp, Essen/Spinnbau G.m.b.H., Bremen, makers of spinning
machines (authorized on November 25, 1965);

(12) Heinr. Aug. Schulte Eisenhandlung G.m.b.H., Dortmund (Handelsunion
AG.)/Richard Auffermann KG., Diisseldorf, steel merchants (authorized
on November 25, 1965);)

(13)  Société de construction et de galvanisation de Montataire, Paris (Usinor)/
Société Le Phénix, Rousies, makers of tinned sheet (authorized on
November 25, 1965).2)

CASES TAKEN UP AND CASES DISPOSED OF

213. Tables 42 and 43 give breakdowns of the cases handled by the High
Authority under Articles 65 and 66 respectively from the introduction of the
Common Market to January 31, 1966.

FRENCH OFFICIAL REGULATIONS GOVERNING PURCHASES
OF COAL FROM OTHER COMMUNITY COUNTRIES

214. The High Authority continued to exercice supervision, through its former
Member M. Léon Daum, over the activities of the Association Technique de
I'Importation Charbonniére (ATIC) with regard to the purchase and carriage
of coal from other Community countries.

No particular problems arose during 1965. At the end of the financial
year M. Daum drew up his regular report for submission to the High Authority.

SPOTCHECKS ON COMMUNITY ENTERPRISES

215." Spot-checks on E.C.S.C. enterprises continued to be carried out for
compliance with the Treaty’s provisions concerning the levy, pricing, cartels
and concentrations, and declaration of investment projects.

1) See Thirteenth General Report, No. 225.
%) Project since temporarily deferred.
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Coalmining industry

216. The system of checking which was introduced in 1959 in respect of Belgian
collieries at the request of the Belgian Government has been extended in the
last couple of years to all collieries throughout the Community. It has been
found, firstly, that the irregularities earlier brought to light were by no means
confined to Belgium, and secondly, that the object was almost invariably to
defend coal as such against better-placed competitors, rather than to do down
other Community coal producers.

One notable irregularity is the sale of low-grade products not shown in
the price schedules. These find few takers, are hard to classify accurately,
vary quite considerably in quality, and in many cases are only intermittently
produced, and the producers, understandably enough, have sought sometimes
to dispose of them in ways not altogether in line with their published conditions
of sale, thereby contravening their Treaty obligations.

Many producers have also been found to be granting quantity and fidelity
rebates without applying to the High Authority for permission under Article 2,3
- of Decision No. 4/53.1) :

As regards price alignments, irregularities have occurred as a result,
inter alia, of the inadequate particulars given in some price schedules and of
the difficulty of complying strictly with the provisions (more especially the
technical provisions) of High Authority Decision No. 3/58 laying down the
rules for alignments on the prices of other coal producers within the Community.2)

217. Price checks were carried out in 1965 at 39 collieries and coal-selling
agencies. Discussions followed with representatives of the producers concerned,
thanks to which the High Authority was able to get quite a number of matters

put to rights by appropriate alterations to the price schedules. )

Disciplinary proceedings were instituted against two enterprises, which
ultimately received severe admonitions.

Checks on production returns were carried out at 11 entqrprises, to four
of which the High Authority found it necessary to send its comments querying
their figures. ’

1) See J.0., No. 2/53.
%) See f.0., No. 11/58.
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Iron and steel industry

218. Price checks were carried out at 46 enterprises in 1965, and particulars
concerning pricing secured from 53; the production returns submitted to enable
the enterprises to be assessed for levy were examined at the same time.

The inspectors’ reports, handed in after each check, indicate that in the
present state of the market the most frequent irregularities dre as follow.

(2) Some enterprises infringe the alignment rules by aligning on insufficiently
specific quotations. The Court of Justice in Judgment No. 16/61 clearly
laid down that alignment on a competitor’s schedule must be made at
the time of quotation.?)

(5)  In aligning on competitors’ schedules, enterprises fail to invoice certain
extra charges included in the schedule in question, or they align in respect
of specifications not so included, or they ship their products by rail and
then invoice their customers for lower transport charges by water.

() Some alignments on third-country quotations have not been disclosed
to the High Authority in accordance with Article 60. In other cases,
enterprises have not been able to show that effective competition actually
was forthcoming from third countries.

(@) A number of producers have failed to publish prices for certain products
or qualities, thus making it impossible for anyone else to align on them.

{e) Other illicit means have been employed by producers to favour individual
customers, as for example by delivering higher-grade products than those
shown in the invoice, or supplying first-class material in the guise of
seconds, or themselves paying the transport costs to the customer’s
premises.

For one or other of these reasons, the High Authority was obliged either
to fine or to admonish nine iron and steel enterprises.

At the end of 1965, in view of the steady decline in the prices of certain
steel products owing to the imbalance between supply and demand, the High
Authority caused a number of special extra inspections to be conducted in
addition to the normal checks, in order to obtain a fuller picture of the enter-
prises’ market behaviour.

1y See Recueil de la jurisprudence de la Cour (Compendium of Community Case Law),
1962, Vol. VIII.
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Conclustons

219. Although the price checks carried out in the two industries have yielded
a good deal of valuable information, they have not always been as effective as
the High Authority could wish. This is because, while the Treaty requires the
High Authority to see to it that the enterprises duly comply with Article 60
and with the implementing Decisions, it does not invest it with adequate powers
for the purpose. Partial integration affords the enterprises all kinds of opportu-
nities for engaging in transactions which it is impossible for the High Authority
to evaluate fully by checking up direct on them itself.

Accordingly, the High Authority put it to the Co-ordinating Committee
of the Council of Ministers that some system of co-operation between the
national authorities and itself might usefully be introduced.?) Owing to the
legal difficulties arising out of the laws and regulations in force in the different
Community countries, the Co-ordinating Committee’s ad hoc Sub-Committee
on Price Information and Price Checks stated 'in reply that this suggestion
could not be entertained for the present; it agreed, however, that the High
Authority might inform the Governments concerned of specific cases in which
national co-operation was felt to be necessary, and gave the assurance that
the Governments would give such assistance as lay within their power. A first
series of applications for assistance in this connection is in preparation.

Meantime the High Authority is continuing its efforts to get the matter
finally settled. It fully realizes that the checks and disciplinary proceedings
are not in themselves sufficient, nor were ever meant to be, to restore the coal
and steel markets to normal : it will be necessary to integrate them into a series
of other measures before any progress can be made in bringing the two markets
back on to a sound footing.

1) See Thirteenth Geneval Report, No. 188.
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Section 4: Transport

PUBLICATION OF RATES AND CONDITIONS OF CARRIAGE

220. As has been noted in several previous Reports, the implementation of
the High Authority’s Recommendation No. 1/61, which enjoined the Govern-
ments to see to it that rates and conditions of carriage for coal and steel were
properly made known to the extent necessary to the functioning of the Common
Market, is a matter requiring quite some years of sustained endeavour.

Progress has, however, been made in all the member countries. In some
of them, notably Belgium, ITtaly, Luxembourg and the Netherlands, special
enactments or regulations had to be introduced for the purpose.’

221. An account follows of the action taken or planned by the Governments
during the year under review, and of the present position with regard to various
still outstanding problems of concern to the High Authority in connection with
both internal and cross-frontier carriage. '

Federal Republic of Germany

222. Previously undisclosed rates of the German State Railways for consign-
ments of iron and steel products carried on certain runs between Germany and
the Netherlands and between Germany and France have now been included in
published tariffs, the former in a new edition of E.C.S.C. Tariff No. 1630, and
the latter in E.C.5.C. Tariff No. 1334, which came into force on January 1, 1966.

Two other at present undisclosed rate schedules, for two traffic flows
direct between member States not passing wvzaz third countries, are also to be
published shortly.

223. With regard to internal medium-distance road hawulage (hauls between
50 and 100-120 km.), rates and conditions for which are at present governed by
a very wide maximum-and-minimum tariff, the Federal Government is planning
to introduce arrangements for the publication of rates charged above or below
a much more limited range within the tariff. The details of the new system are
now being worked out.
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Belgium

224. The law on rail transport, which had formerly required all carriage to be
effected at fixed published rates, -was amended on July 3, 1964, in line with the
provisions for cross-frontier traffic of the new International Convention on the
Carriage of Goods by Rails (C.I.M.), to permit the Belgian State Railways in
future to conclude special undisclosed contracts both for internal and for inter-
national carriage.

The High Authority pressed the Belgian Government to see to it that
no special contracts were put mto effect for coal or steel without proper disclosures
of the terms involved.

The Belgian Government accordingly on April 30, 1965, submitted to the
High Authority a draft Royal Decree authorizing the Belgian railways to
conclude special contracts for not less than one year (bar exceptions) where
justified by competition from another carrier, provided

(a) these were notified to the High Authority forthwith;

(b) a full list of the traffic flows concerned was published in the Moniteur
Belge and in the Official Gazette of the European Communities;

() all Common Market operators were ordinarily supplied on request with
* whatever particulars of the contracts they needed to know for the pur-
poses of their activities in the Common Market though without indication

of the consignors by name.

The High Authority made no demur to the promulgation of the Decree,
but expressed much the same reservations as it had done with regard to the
Dutch Government’s intended measures.?)

225. Forroad haulage the Belgian Government forwarded to the High Authority
on June 23 a draft Royal Decree instituting a compulsory system of maximum-
and-minimum rates with a 30%, range and a draft Ministerial Decree laying down
supplementary disclosure arrangements. The system will apply to consignments
of coal or steel of five tons or over hauled by road for distances of more than
50 km. within Belgium, whether or not the whole haul is effected on Belgian
territory. The supplementary arrangements concern rates and conditions more
than 5%, above the minima indicated in the tariff for coal, and more than 10%,
above for steel.

1) See Thirieenth General Report, No. 241.
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While making the necessary reservations as to its own future action in
the matter and to the system’s practical effectiveness in aiding the satisfactory
operation of the Common Market, the High Authority raised no objections,
and requested that the proposed measures should be introduced as soon as
possible.

France

226. Talks were held in May and June 1965 with representatives of the French
Government on possible ways of dealing with various problems not yet settled.
These include more particularly the question of undisclosed rail contracts, the
provision of fuller particulars concerning the rates for coal and steel under the
compulsory road-haulage tariffs, and arrangements to be made regarding medium
hauls of coal and steel within France (between 50 and 150 km.)

Italy

227. Since January 1, 1966, the following arrangements have been introduced
with regard to the disclosure of the rates and conditions applied under unpub-
lished special contracts by the Italian State Railways to consignments of steel
products within Italy :

(a) the runs on which rates and conditions differing from those in the
published tariffs are applied have been listed in the Official Gazetie of
the Communities, )

() producers, dealers and buyers can now obtain on request such particulars
of the special contracts as they need to know for the purposes of their
activities in the Common Market.

With regard to road haulage, a draft Presidential Decree containing
details as to the implementation of Act No. 1170 of November 3, 1964,%) has
been prepared by the Italian authorities responsible, and finalized in the course
of discussions with High Authority representatives.

The draft Decree is now before the Italian Council of State.

1y See J.0., No. 2/66.
2) See Thirteenth General Report, No. 242.
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Luxembourg

228. The Road Hawulage Biil, after passing its first reading on November 18,
1964,%) was adopted on the second reading on March 30, 1965, and became law
on June 12, 1965.2%)

At the end of July the Luxembourg Government submitted to the High
Authority a draft Grand Ducal Order of Implementation providing, infer alia,
for retrospective disclosure of rates and conditions for coal and steel hauled by -
road within the Grand Duchy, on the lines of the system introduced in the
Netherlands. The High Authority in assessing these arrangements viewed
them purely from the angle of their probable effectiveness in achieving the aims
of the Treaty as set forth in Recommendation No. 1/61, having regard to the
conditions prevailing in practice in Luxembourg. On September 30,"it wrote
to the Luxembourg Government commenting in much the same terms as it
had earlier done do the Dutch Government and others.

The Order was duly promulgated on January 13, 1966.3)

With regard to cross-frontier road haulage the Luxembourg Government
is taking part, with the other member States concerned, in negotiations for the
introduction of through-rates.

'  Netherlands

229, The Dutch Government on "]uly 16, 1965, submitted to the High Authority
a draft Official Order and four draft Ministerial Decrees containing -all details
as to the implementation of the publication arrangements for the three modes
of transport proposed by it%) and conditionally eiidorsed by the High Authority
on January 19, 1965.5) . The drafts had been agreed in advance between the
High Authority’'s Transport Division and the Dutch Ministry of Transport
and Public Works.

) The High Authority, replying on July 23, restated its previous attitude
in the matter, and urged that the measures be brought into force without delay.

The Order was promulgated on November 19 and published in No. 495
of the Staatsblad on December 2, and the Decrees appeared in the Nederlandsche
Staatscourant of December 16. The measures became operative on January 1,
1968.

Yy See Thivicenth General Report, No. 242,

2} See Mémorial A No. 32, of June 21, 1965, -
3) See Mémorial A No. 6, of February 9, 1966.

1) See Thirteenth General Report, Nos. 236-240.

§) Ibid, No. 241.
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Cross-frontier traffic

230. Now that Recommendation No. 1/61 is on the way to being implemented
so far as carriage within the individual member countries is concerned, it should
soon be possible to begin the multilateral examination of practical measures for -
dealing with the problems of publication of international rates between Com-
munity ports on the Rhine and on waterways other than the Rhine, of intra-
Benelux and other cross-frontier road-haulage terms, and of railway rates and
conditions for consignments carried via Swiss and/or Austrian terntory under
unpublished agreements between member States.

RAIL TRANSPORT PROBLEMS

The High Authority specially scrutinized the following tariffs for con-
formity with the Treaty, and in particular with the non-discrimination rule.

Federal Republic of Germany

Extension of Tariff AT 7 B 3}

231. On going into the German Government’s application for the extension
of the German State Railways’ special tariff for the carriage of iron ore from
Damme-Grube, the High Authority came to the conclusion that the circumstances
in consideration of which the tariff had been originally authorized still existed.
Accordingly, by Decision No. 4/65,2) of March 3, 1965, it renewed the author-
ization for a further year, to February 28, 1966.

Special “as-if”’ (als-ob) fariffs

232. The German State Railways recently introduced special rates for the
carriage of solid mineral fuels and iron and steel products from and to certain
stations in the Saar, in support of which the German Government pleaded
“potential competition’” from a projected canal between the Saar and the Pala-
tinate.

These are still under investigations, in consultation with the E.E.C.
Commission.

) See Decision No. 5/64, of February 5, 1964 (J.0., No. 26/64).
%) See J.0., No. 38/65.
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France
Remodelling of French goods tariffs

233. The High Authority examined the corrective arrangements introduced
by the French State Railways in connection with the remodelling of their goods
tariffs to ascertain whether they were compatible with the Treaty. It established
that their object was to allow the transport users concerned to adjust themselves
to the changes in the tariffs and so prevent serious complications, and that the
corrected rates were still a trifle higher than those charged before the changes
were made.

It concluded that the corrections were an integral and necessary part of
‘the tariff reform, and raised no objection to their application provided they were
in fact treated as a temporary measure and duly terminated when the time
came, not more than five years from the introduction of the remodelled tariff
on October 1, 1962.

Extension of French State Ratlways|Lorraine-Escaut rate agreement!)

234. On examining a request from the French Government to permit the
extension of this agreement, the High Authority came to the conclusion that the
circumstances in consideration of which the original permission had been granted
still existed, and accordingly, by Decision No. 2/65?) of February 11, 1965,,
authorized its continuance for a further year, up to February 14, 1966.

Further extension of French State Raihways(Isinor rate agreement®)

235. On examining a request from the French Government to permit the

extension of this agreement for two years, the High Authority concluded that

the relevant circumstances still existed, and accordingly, by Decision No. 12/65,4)

. of November 25, 1965, authorized its continuance for another two years, up to
November 14, 1967. .

1} See Decision No. 2/64, of January 29, 1964 (J.0., No. 21/64}.

%) See [.0., No. 28/65. '

9) See Decisions No. 15/63, of November 6, 1963 (J.0., No. 165/63), and No. 23/64, of
December 21, 1964 (J.0., No. 219/64).

%) See J.0., No. 202/65.
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Supporting tariff for the mine at -Batére, Pyrenees (Tariff No. 13,9,1)

236. The French Government applied to the High Authority for its agreement
under Article 70,4 of the Treaty to a special tariff for 300-ton consignments
of iron ore carried by lifts of trucks from the Batére mine at Céret, Pyrénées-
Orientales, to the Companie des Hauts-Fourneaux de Chasse-sur-Rhéne, to
enable the mine to continue in production and to withstand exceptional
temporary difficulties which will pass once it is able to sell more of its ore to’
Decazeville following the reconversion operation there.

The High Authority established, firstly, that unless the proposed tariff
was introduced the mine would be compelled to close notwithstanding the ration-
alization and modernization which had been undertaken, and secondly, that the
tariff would not in practice distort competition among Community iron-ore
producers, since the plant at Chasse, Batére’s principal customer, would still
have the option of buying imported third-country ore on quite as advantageous
terms. Having regard to the present competitive position of the Community
iron-ore mines and the need to safeguard continuity of employment, it concluded
that the arrangement was not contrary to the principles of the Treaty.

By Decision No. 10/65,1) of July 21, 1965, therefore, it gave permission
under Article 70,4 of the Treaty for the tariff to be introduced for a period of
two years, with the reservation that the authorization might be amended or
revoked should the relevant circumstances alter.

Italian State Railways minimum charge
for carriage of coal and steel

237. The Italian State Railways have since September 1, 1963, been charging
a minimum of Lit. 15,000 per truckload for cross-frontier carriage of non-E.C.S.C.
products and for all types of goods carried entirely within Italy; on May 1, 1965,
they imposed a minimum charge of Lit. 12,000 per truckload of coal or steel
for the portion of any cross-frontier run effected on Italian soil.

As regards internal traffic there can be no objection in principle under the .
Treaty to the railways’ making a minimum charge to cover the relatively high
cost of short runs. In the case of cross-frontier traffic, however, the practice is
tantamount to the reintroduction of “breaks in rates’” counter to the Treaty,
which it was the object of the agreement of March 21, 1955, instituting inter-

%) See J.0., No. 137/65.
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national through-rates, to-eliminate. The High Authority. is 'going into the
matter, and will shortly be getting in touch with the member Governments.
on the subject..

Agreements with Austria and Switzerland

238. The Transport Committees set up under Article 6 of the agreements
instituting international rail through-rates for consignments of coal and steel
passing in transit vz Austrian or Swiss territory held their regular annual
meetings at Locarno on May 25 and 26, 1965. The agenda included in particular
the two following problems.

Difficulties in conmection with the carriage of E.C.S.C. products to Italy .
via Austria or Switzerland

239. The High Authority has outlined in previous Reports!) its efforts to get
action taken to overcome the difficulties that have arisen in connection with the
carriage of E.C.S.C. products to Italy via Austria and/or Switzerland.

The Italian Government has now informed the High Authority that a
Bill is before Parliament to empower it (the Government) to remodel the present
customs legislation. Having noted the contents of the Bill, the High Authority
replied that it would raise any specific matters relating to the operation of the
Common Market for coal and steel in due course, after the Bill had been adopted.

Thanks to various streamlining operations, the railway executives con-
cerned were able on January 1, 1965, to abolish the traffic quota arrangements
introduced in 1963.

Restriction of traffic via Freidrichshafen-Romanshorn

240. The E.C.S.C./Swiss Transport Committee was notified by the Swiss
delegation of a request by the Swiss Federal Railways for permission, in view of
operational difficulties, to close the ferry terminal at Romanshorn to consign-
ments of E.C.S.C. products brought across Lake Constance from Friedrichshafen
in Germany for onward shipment to Italy. The Swiss Mission to the Commu-
nities subsequently informed the High Authority that the terminal was to be
closed from October 1, 1965, to all southbound shipments of scrap, i.e. including
those to destinations within Switzerland.

1) See Twelfth General Report, No. 275, and Thirteenth Geneval Report, No. 253.
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The High Authority and the member Governments studied this measure
to 'see whether it was compatible with the provisions of the E.C.S.C.-Swiss
agreement of July 28, 1956.7) They decided that Switzerland was quite entitled
under the agreement to take the action in question as such, but that to close
the frontier post only to southbound shipments of scrap was an infringement of
the undertaking given therein by the Confederation to engage in no discrimi-
nations as to rates and conditions of carriage based.on the country of origin or
of destination of the products. The High Authority accordingly requested the
Swiss Government to take steps to bring the projected measure into conformity
with the agreement.

ROAD HAULAGE PROBLEMS

It is also the High Authority’s practice to scrutinize periodically action
taken in connection with the compulsory ratemaking arrangements in force
for road haulage in Germany and France. '

Projected international road through-rates )
241. In the course of the negotiations between the High Authority and the
Governments concerning the implementation of Article 70,4 of the Treaty and
Recommendation No. 1/61, the French and German representatives informed the
High Authority that their Governments were planning to settle the problem of
publication of road haulage rates and terms for traffic between France and
Germany by instituting a schedule of international through-rates. Negotiations
are in progress, and an intergovernmental agreement on the matter is being
drafted; most of the difficulties have already been overcome. The Belgian and
Luxembourg Governments, with the agreement of the other two, are joining
in the talks with a view to arranging for the schedule also to cover haulage to
and from Belgium and Luxembourg.

With regard to haulage to and from Italy coming under Act No. 1170,
of November 3, 1964,2} which requires hauliers to publish their rates in advance,
the High Authority intends, after allowing a trial period to elapse, to examine
whether the system does in fact enable cross-frontier haulage rates to be ade-
quately known in time; if not, other possibilities will need to be studied, in
particular the introduction of compulsory through-rates.

1) Agreement concerning the introduction of international railway through-rates for
consignments of coal and steel passing in transit through Swiss territory (see J.O.
de la C.E.C.A., No. 17/57).

2) See Thirteenth General Report, No. 242.
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INLAND WATER TRANSPORT PROBLEMS

242. Practical action on a multilateral basis to settle the problem of disclosure
of international water-transport rates, including especially those for Rhine river
navigation, will make it much easier to eliminate any discriminations. It should
also permit further examination of the problem presented by the failure to
implement the Petersberg Agreement') concluded by the member States on
July 9, 1957, by which the regulated internal rates were to be adjusted in line
with selected representative international rates a matter which hds proved
completely unamenable to negotiation in the existing circumstances.

Co-operation with the Central Commission
for Navigation of the Rhine
243. The High Authority was represented, by invitation of the Commission,
at the session of the Economic Conference in Paris on September 16, 1965, and
at the Commission’s autumn meeting in Strasbourg on October 13 and 14.
Its delegates informed the Commission that the High Authority was planning
to start multilateral negotiations with the member States on practical measures
to ensure publication of Rhine river shipping rates in respect of consignments
of coal and steel between Community ports. The Commission at its autumn
plenary session adopted a resolution expressing the wish that the Swiss Govern-
ment and itself should be represented at the negotiations when the time came.

TRENDS IN TRANSPORT OF E.C.S.C. PRODUCTS?

244. The general shrinkage observable since 1960 in the total volume of
E.C.5.C. products carried by rail and water abruptly gave place in 1963 to an
expansion of 3-3%,; this was followed in 1964 by a further increase of 1- 3%, or
6,400,000 tons, to a total figure of 493,300,000 tons.

The turnround is due to the combined effects of the following factors :

(@)  the 109, drop in' the carriage of solid fuels was rhore than offset by a
169, rise in that of ore, scrap and iron and steel products;3)

1y See Thirteenth Geneval Report, No. 257.

2) Conclusions from area transport statistics for 1964. As is explained in the “Eleventh
General Report”’, No. 375 fn., these do not include road haulage; the first two random-
sample surveys on intra- Commumty road haulage m 1962 and 1963 suggest a volume
of 190 and 198 million tons respectively.

%) See Statistical Annex, Table No. 43.
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(¢  while intra-Community traffic remained almost the same (+ 1%]),
" carriage to and from third countries showed an increase of 2-6%,
accounting in 1964 for 23-4%, of’all traffic, as compared with 23% the -
previous year. Here too one trend was offset by another, outgoing
shipments falling by 12-2%, to 23 million tons and incoming procurements
from third countries rising by 6-7% to 92,400,000 tons the highest
figure since 1957 859, of which consisted of coal and ore.?)

The distribution among the different modes of transport followed the
established pattern, the shares of inland-waterway and seaborne transport
increasing respectively from.16-1 to 17-5%, and from 20-1 to 21-1%, while that
of the railways declined from 63-8 to 61-49%,.

The full figures, broken down by the nine Treaty products, the three
modes of transport covered and the various types of traffic flows, are given in
a separate publication of area transport statistics for 1964; some overall figures
are shown in the Statistical Annex to this Report.

1) See Statistical Annex, Table No. 44.



CHAPTER FOUR

LONG-TERM DEVELOPMENT
OF THE COMMUNITY INDUSTRIES

Section 1: Investment

GENERAL REMARKS

245. Article 54 of the Treaty requires the High Authority to “encourage the
co-ordinated development of investment.” Its General Objectives, indicating
expected trends, equilibria to be aimed at and priorities to be borne in mind,
are a major contribution in this regard : the High Authority provides the enter-
prises with a factually-based picture of future developments which none of them
would have been able to build up on its own, and in so doing draws their attention -
to the capital projects most likely to be of value. It does not, however, confine
itself to compiling and issuing periodic comprehensive studies of this nature,
but also endeavours to ascertain individual producers’ plans, give them any
guidance needed to bring their investment policy into line with the General
Objectives, and assist them in assembling the funds for launching the most
obviously desérving projects.

The High Authority each year conducts a survey of enterprises’ invest-
ment activity and intentions, and publishes the results, at the same time
comparing the future production potential the enterprises’ estimates suggest
with probable future demand so as to indicate any adjustments-likely to be
necessary.

In addition to keeping the enterprises generally informed as to what
type of investment is most desirable in the interests of the Community as a
whole, the High Authority in some cases exerts direct influence on their plans :

1) See Decisions Nos. 27/55 and 26/56 ( Journal Official de la C.E.C.A., Nos. 18/55 and 17/56).
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all projects involving capital expenditure above a specified figure!) have to be
declared to it in advance, and where necessary it sends the enterprises concerned
a “reasoned opinion” regarding the compatibility of the scheme with the General
Objectives, which often has the effect of inducing them to make changes, major
or minor, in their initial projects.

The Treaty further empowers the High Authority to assist with the
financing of such projects as are considered to be especially valuable to the
Community : it can lend them money direct, guarantee loans raised by them
from third parties, and arrange for banks to grant them medium-term loans
against the Community funds deposited with such banks. These facilities are
particularly useful in the case of industries such as coal and steel, in which annual
capital expenditure represents quite a substantial proportion of the turnover.

RESULTS OF THE 1965 SURVEY

Community industries overall

246. Expenditure over the eleven years 1954-64 inclusive on capital projects
shown as assets in the enterprises’ balance-sheets totalled 14,200 million dollar
units of account,?) giving an annual average of 1,300 million units.

Investment in the coalmining and iron-ore industries, which remained
fairly steady down to 1962, has since then been declining substantially.
Investment in the iron and steel industry has climbed almost without a break
throughout the eleven years, levelling off only twice, in 1958-59 and again in
1964. The widening gap between the two trends has completely altered the
distribution of investment, the steel industry’s share increasing from 49% in
1954 to 80% in 1964, and the share of the extractive industries decreasing
from 519, to 20%,. :

The January 1, 1964, survey for the year ahead had suggested that
aggregate capital expenditure would drop from its record 1963 level of
1,800 million units of account to round about 1,600 million : the survey a year
later showed this prediction to have been overall quite accurate, a slight short-
fall on the mining side being offset by an overplus in the iron and steel industry.

1) The value of the European Monetary Agreement unit of account as fixed by Article 24
of the Agreement is 0.88867088 grammes of fine gold, which is equal to the present value
of the United States dollar.

?) See Graph No. 10.
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GRAPH No. 10

Investment in i;he Coalmining, Iron and Steel and Iron-Ore Industries
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GRAPH No. 11
Comparison of Estimated -and Actual ‘Expenditure for Each Year
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The results of the 1965 survey as regards capital expenditure are shown
below.
TABLE 44

Capital expenditure in the E.C.S.C. industries

('000,000 E.M.A. units of account)

: Estimated
Actual expenditure as per accounts :
at January 1, 1965 e}gzﬂgg"f ]?3625“
Industry
19631) 1964 1965
Coalmining industry 334 302 354
Iron-ore mines 28 24 31
Iron and steel industry 1,480 1,291 992'
Total 1,842 1,617 1,377

1) Corrections made to figures in Thirteenth General Report.

Coalmining industry

247. The 1965 survey indicates a further drop in the capital expenditure of
the coalmining industry, which had already fallen from 384 million units of -
account in 1961 to 372 million in 1962 and 334 million in 1963, and again declined,
to 302 million, in 1964. This is particularly noteworthy inasmuch as 1964 was a
comparatively good year for coal. The coalfields mainly affected were the
Saar, Aachen and Nord/Pas-de-Calais.?)

The breakdown by sectors was as follows.

Expenditure on the pits, which always account for easily the largest
part of the industry’s investment activity, was slightly lower in 1964 than in
the preceding years. The estimates for 1965 suggest an upturn, but neither
this nor the higher productivity ratings achieved at most collieries will offset
the effects on production potential of the closures which have become necessary
since 1959 as a result of the changed conditions of competition in the energy
market. The survey indicates a contraction from 243 million tons in 1964
to 235 million in 1968.

1) See Graph No. 12.
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TABLE 45

Capital expenditure in the coalmining industry

(*ooo,000 E.M.A. unils of account)

i Estimated
Actual dit S t: 2
o Tanuary 1, 1965 | ejpenditure as at
Sector
19631) 1664 1965
Pits = ~ 218 206 232
Coking-plants, mine-owned and indepen-
dent 22 23 28
Hard-coal briquetting-plants 9 9 10
Pithead power-stations and other power-
generating plant 76 56 76
Plants producing B.K.B. and low-temper-
ature brown-coal coke 9 8 8
Total 334 302 354

1) Corrections made to figures in Thirteenth General Report.

As in 1963, expenditure was low in 1964 on the mine-owned and indepen-
dent coking-plants, and high on the steelworks-owned plants. The Italian
plants (steelworks-owned and independent) accounted for over half the Com-
munity total; the projects in question, however, are to enable imported fines
to be used, from which coke can be made more cheaply, and since most of them
are well on the way to completion 1966 will see a further decrease in capital
expenditure in this sector.

TABLE 46

Capital expendfture on the coking-plants

{'000,000 E.M.A. units of account)

i Estimated
Actual expenditure as per accounts ex f
s penditure as at
at January 1, 1963 January 1, 1965
Sector

19634 l 1964 1965
Mine-owned and independent . 22 23 28
Steelworks-owned 34 33 20
All plants 56 | 56 48

1) Corrections made to figures in Thirieenth General Report.
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Capital Expenditure in the Coalmining Industry?)
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With the expected closure of a number of plants in Germany, Community
coke production potential will decrease slightly between 1964 and 1968, from
79 to 77 million tons.

Expenditure on the briguetting-plants continued very small in comparison
with the other sectors, but was rather higher than usual in both 1963 and 1964
owing to work in progress on installations for the production of smokeless
ovoids, to make up the shortagg of sized anthracite and low-volatile coals.

The fall which began in 1963 in expenditure on pithead power-stations
and other generating plant continued in 1963, notwithstanding a sizeable increase
in the amounts spent on installations for supplying thermal energy —for heating
and refrigeration purposes—by pipeline to industrial complexes and population
centres. A certain revival may be expected, but only in the Ruhr, Lower

" Saxony, the Saar and southern Belgium, as the other coalfields now consider
themselves sufficiently well provided with power-stations. Nearly 709, of the
current produced at the pithead stations in 1964 was sold to the grid, as compared
with only 50%, in 1958.

The contraction in capital investment was reflected in a slower rate of
growth in the pithead stations’ maximum electric capacity, which is now expected
to rise from 9,734 MW at the beginning of 1964 to 11,233 MW at the beginning
of 1968; at the present operating rate this would mean that their production
was up from 46,000 million to 53,000 million kWh.

Ivon-ore mines

248, The slide in investment in the Community iron-ore mines which started
in 1962 continued during the two following years in all orefields, and the ﬁgure
for 1964 was less than half that for 1961.

TABLE 47

Capital expenditure on the iron-ore mines

(’ooo,doo E.M.A. uniis of accoun?)

. Estimated

Actual e;{t;mjr;?lﬁ::; :;s fg&accounts expenditure as at

Sector ? January 1, 1965
19631) | 1964 1965
Mining of ore 19 18 ) 22
Preparation of ore at surface 4 2 o 3
Various surface installations 5 4 6
Total 28 | 24 31

1) Corrections made to figures in Thirteenth General Report.
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The Lorraine enterprises, which by 1964 were producing 709 of the
Community total, are planning a net increase of some 10%, in their potential
by 1968, although a number of mines are to close meantime; contractions of
varying proportions are expected everywhere else. Aggregate Community
potential in 1968 would work out on this basis at slightly below the 1963 level
97 million tons, after dwindling in 1964 to only 92 million.

Iron and steel industry

249. Despite the upturn in steel production in 1964 and a certain temporary
improvement in revenues,! the decline in investment activity noted in the
January 1964 survey continued. Most of the major projects undertaken since
1959 had been completed as planned, except in Italy, where the enterprises
pressed ahead vigorously notwithstanding a dinstinctly unfavourable general
business climate. 1965 will in all probability be found to have witnessed a
further falling-off, in varying degree, in the Community as a whole, with Italian
investment in particular finding a more natural level.?)

The contraction in 1964 affected the different’ sectors in more or less
constant proportions throughout the Community, expenditure on pig-iron

TABLE 48

Capital expenditures in the iron and steel industry

Actual expenditure as per accounts Estimated expenditure

at January 1, 1965 as at January 1, 1965

Sector 19631) 1964 1965
$’000,000 o $'000,000 % $'000,000 %
Plant for production of :

pig-iron?) : 258 17.5 223 17.3 | 167 16.8
crude steel 175 11.8 158 12.2 128 12.9
rolled products 727 49.1 616 47.7 497 50.1
General services 320 21.6 294 22,8 200 20.2
Total 1,480 100.0 1,291 100.0 992 100.0

1) Corrections made to figures in Thirteenth General Report.
2) Inclusive of steelworks~owned coking-plants and burden- preparatnon installations {crushing, screening, sintering)

1) See Nos. 159 and 170 above.
%) See Graph No. 13.
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production plant going down by 14%, on steelworks proper by 109, on rolling-
mills by 159, ,and on general services by 8%. '

Investment in pig-iron production plant accounted for only 17%, of the
industry’s total capital expenditure, as against 32% in 1958-59. The shrinkage
was observable in all the member countries except Italy. Aggregate Community
pig-iron production potential is, however, expected to increase between 1964
and 1968 by 209, principally as a result of an expansion of ‘nearly 30%, in
sinter potential.

70%, of expenditure in the steelworks sector went, in 1964 as in 1963,
on oxygen-blown plant, mainly in the Italian coastal works and to a lesser extent
in Belgium and Germany. A 229, increase is forecast in the Community’s
total steelmaking potential between 1964 and 1968, from 92 million to
112 million tons, with the oxygen steelworks’ share expanding from 13% to
close on 29%, and those of basic Bessemer, open-hearth and electric-furnace
contracting respectively from 41 to 319, from 34 to 299%, and from 12 to 11%,.

TABLE 49

Capital expenditure on steelworks

{’000,000 E.M.A. units of account)

. Estimated

Actual expenditure as per accounts diture as at

Sector at January 1, 1965 e}‘gﬁﬁa;y f 1965
1963%) 1964 1965
Basic Bessemer 18 9 11
Open-hearth 19 23 15
Electric-furnace 18 19 18
L/D, Rotor, etc. 120 107 84
Total 175 | 158 128

1) Corrections made to figures in Thizicenth General Report.

~ About half the industry’s capital expenditure in 1964, as in 1963, was
on the rolling-mills. Investment in continuous-casting installations is climbing
steadily : whereas in 1963 these absorbed only 4% of the outlay on roughing
plant, in 1964 their share was 9%, and in 1965 it is likely to have reached 20%,.

Between 1964 and 1968 the proportion of continuous and semi-continuous
rolling capacity is now expected to rise from 58 to 61%, a very much higher
figure than the 509, forecast in 1960. The share of flat products in total rolling
potential should work out at close on one-half.
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Capital Expenditure in the Iron and Steel Industry
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TABLE 50

Capital expenditure on the rolling-mills

(000,000 E.M.A. units of account)

: Estimated

Actual expenditure as per accounts dit t

Sector at January 1, 1965 e‘)](g:ﬁa:-yuf 1&1956:;
19631) 1964 1965
Section mills 163 145 136
Flat-product mills 381 330 225
Blooming and slabbing mills 109 ] 78 62
Continuous-casting installations 4 7 15
Other plant . 70 56 59
Total 727 | . 616 497

1) Corrections made to figures in Thirteenth General Report. »

Summary

250. Overall, the results of the 1965 survey bear out the forecasts for 1964
given in the previous survey.

Hard-coal production potential in 1968 is put at less than 235 million
tons, nearly eight million less than in 1964, in spite of the considerable expenditure
latterly on productivity improvement, which it was planned to step up further
in 1965 in the pits remaining in productlon

The Lorraine sron-ore mines also indicated that they would be increasing
their capital expenditure somewhat in 1965 : this was, however, to be concentrated
mainly on productivity improvement and will certainly not make up quantita-
tively for the closures necessitated in the various Community orefields during the
last three years by pressure of foreign competition.

The 1965 survey suggested that investment activity in the iron and steel
industry, which had begun to flag in 1964 despite a certain improvement in
business conditions, would continue to fall in the years ahead, which would
doubtless be more unfavourable economically. Capital expenditure in 1965
appeared nevertheless likely to be above the annual average for the years 1954-60.
Although more and more of it was going on the betterment of productivity,
the expansion in production potential was scarcely affected, the annual rate of
growth between 1964 and 1968 working out at approximately 5%, very little
lower than that recorded between 1952 and 1964. It could be that this expansion
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will outstrip the growth in the demand for steel products : the enterprises fear
this may well be so, but many of them are not in a position to modernize at all
without substantially adding to their capacity, owing to the immense size of
modern production machines.

SPECIFIC CAPITAL EXPENDITURE

251. Table 51 shows for each member country the level of capital expenditure
per unit (ton, thousand kilowatt-hours) produced in the principal producer sectors

Since, as noted in previous Reports,!) the figures need to be treated with
some reserve, it has been felt best to indicate as the reference basis averages
relating to periods of several years, adding the latest single-year figures (in this
case those for 1964) simply for guidance. The averages shown in the table are
each for a period of five years, which is long enough to ensure that practically
no trace remains of any sudden aberration such as are liable to crop up for
individual years. On the other hand, it still needs to be borne in mind that
the sectors concerned vary in structure and operating conditions from one country
to another, and that the prices of capital goods in units of account for a given
year are not strictly intercomparable. :

For the coal mining industry, the two sets of five-year figures show,
overall, very little change, specific expenditure going up slightly in Germany and
down rather more markedly in Belgium and France. The figures for the indi-
vidual countries diverge much less from the Community averages than in any
other sector.

In the case of the coking-plants, a sharp drop is observable between the
first and the second five years; only in Italy was there a temporary increase,
still very much in evidence in 1964 owing to the various projects in hand for
installing new steelworks-owned and independent plants.

Specific expenditure on pithead power-stations also slumped heavily in
1959-63 in comparison with the 1954-58 level, and would appear from the 1964
figures to be continuing to decline.

In the drom-ore industry specific expenditure showed a decrease in 1964
in the Lorraine orefield, after remaining pretty well unchanged for a number of
years, both there and elsewhere in the Community.

"1y See Eleventh General Report, No. 393,
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TABLE 51

Specific capital expenditure

(E.M.A. unils of account per ton or per *000 RWh produced)

Sector ooy | agom | Franco | ety | em | Nether | Con

Coal

average 1954-58 0.9 1.4 1.3 1.3 — 1.1 1.1

average 1959-63 1.0 0.8 0.9 1.5 —_— 1,1 1,0

1964 1.0 6.8 0.7 3.7 — 0.9 0.9
Coke

{all types of plant)

average 19564-58 1.0 1.1Y) 2.7 1.5 — ) 1.3

average 1959-63 0.7 0.74 1.4 2.4 — b 0.9

1964 0.4 0.41) 0.2 6.5 — 1 0.9
Electricity

(generated at mines)

average 1954-58 4.7 4.9 3.0 12.1 — 2.5 4.0

average 1959-63 3.5 3.0 1.4 0.1 —_ ‘1.7 2.7

1964 1.9 0.5 0.3 — — 1.9 1.2
Iron ore

average 1954-58 0.5 0.2 0.5 1.4 0.1 — 0.5

average 1959-63 0.5 0.3 0.5 0.9 0.2 — 0.5

1964 0.5 — 0.3 0.6 0.1 — 0.3
Pig-iron?)

average 1954-58 2.4 2.4 3.3 2.4 2.5 5.1 2.7

average 1959-63 2.4 3.9 5.2 6.1 3.0 4.0 3.6

1964 1.6 2.3 2.7 20.5 2.8 2.1 3.2
Crude steel

average 1954-58 1.9 1.3 1.2 1.2 1.5 3.7 1.6

average 1959-63 1.8 2.3 1.8 2.2 1.1 2.8 1.9

1964 1.1 2.8 0.9 6.7 1.5 1.1 1.9
Rolled products

average 1954-58 8.1 4.2 6.8 8.7 3.1 7.6 7.0

average 1959-63 8.0 13.8 10.6 11.6 5.2 16.5 9.8

1964 9.2 7.6 7.5 25.5 4.5 18.1 10.8

1) Coke figures for Belgium and the Netherlands have been consolidated.
*) Expenditure on burden-preparation installations and blast-furnaces only.

7

In the sron and steel industry the 1959-63 figures were considerably higher
than those for the previous five years, but a certain falling-off was recorded in
1964 in all the member countries except Italy.

This is particularly noticeable in the pig-iron sector: in Italy large
amounts were being spent, primarily on new sinter plants, but also on the
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modernization of existing blast-furnaces and the construction of new ones,
" while all the other countries registered a drop in 1964.

Similarly, Italy showed a very substantial increase in specific expenditure
on crude-steel and rolling capacity; expenditure. on the former also rose, but a
good deal less steeply, in Belgium and Luxembourg and on the latter in Germany
and the Netherlands. :

DECLARATIONS OF INVESTMENT PROJECTS

General remarks

252. By the terms of two High Authority Decisions!) under Article 54,3 of
the Treaty, enterprises are required to declare, not less than three months prior
to the conclusion of the first contracts or the commencement of operations,
all investment projects relating to

(@) entirely new plant, where the total estimated expenditure exceeds
500,000 units of account;

(b) replacement or conversion of existing plant, where the total estimated
expenditure exceeds 1,000,000 units of account;

(c) construction of, or alterations to steelmaking furnaces or hot-blast
cupolas, irrespective of the estimated expenditure.

The particulars emerging from the declarations received in the course
of a given year do not tally with the figures assembled in the annual survey.
The survey covers all capital expenditure planned, whether embarked on,
approved, or (except in the case of the iron and steel industry} merely contem-
plated. The declarations, on the other hand, are required only in respect of
projects representing complete schemes definitely scheduled to be carried out by
the enterprises; the operations concerned frequently, especially in the coalmining
industry, extend over a period going beyond that covered by the annual survey,
and, moreover, projects involving an estimated expenditure below the figure
mentioned are not declarable.

Declarations received
253. The estimated aggregate value of projects declared to the High Authority

in 1965 (with changes notified subsequently) is 710 million units of account,
309% higher than the previous year’s figure. One steel firm alone was responsible

1) See ]om;nal Officiel de la C.E.C.A., Nos. 18/55 and 17/56.
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for nearly half the total; apart from a handful of major projects in the Dutch
and Italian steel industries, there would appear in general to be still some
reluctance to launch out on new schemes.

" TABLE 52

Aggregate value of projects declared

Coalmining Iron-ore Iron and steel Total

industry?) mines industry (142+43)
Year

1 2 3 4

1956 205 9 638 852
1957 177 25 252 454
1958 251 16 410 677
1959 167 8 495 . 670
1960 146 6 1,802 1,954
1961 173 10 1,361 1,544
1962 87 - _ 553 640
1963 72 — 131 203
1964 43 —_ 501 544
1965 121 — 589 710

1) Including plants producing brown-coal briguettes and low-temperature brown-coal coke, and independent coking-
plants.

254. The intended outlay on projects in the coalmining industry in 1965
totalled 121 million units of account (93 million in the Ruhr), about 809, above
the average of the three previous years, but nowhere near the level in, 1956-61.
About two-thirds of this amount 82 million units of account was to go on
the pits themselves, in efforts to make the collieries more competitive, notably
by concentrating production and coal-preparation installations. Projects
declared in connection with coking (mine-owned and independent plants)
represented a total expenditure of 34 million units of account, principally on
the complete renovation and replacement of old ovens in the Ruhr and on
extensions to an earlier project in Italy. No declarations were received con-
cerning pithead power-stations; in the category of “other power-generating
plant at mines”, however, projects to a value of five million units of account
were declared relating to the construction of heating installations.

In 1965 as in the three previous years, no declarations were received from
the sron-ore industry.

.The total forecast for the sron and steel industry was 589 million units
of account, 88 million more than in 1964. Prqjects for coastal steel plants in
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the Nethetlands and Italy account for two-thirds of this amount, an indication
of the continuing lack of enthusiasm for investment elsewhere. The capacity
now existing and under extension at all stages in the productlon cycle would
appear to be sufficient to cover future requirements.

Rather over half the industry’s planned expenditure in 1965—293 million
units of account—is concentrated in the rolling-mill sector, the flat-product
mills taking 189 million. While a very large sum was to go on one particular
new mill, substantial amounts were also earmarked for additional installations
intended to increase competitive capacity by improving both operating efficiency
and the quality of the end product. 116 million units of account in all was to
be spent on steelworks-owned coking-plants, sinter lines and blast-furnaces,
mainly located on the Mediterranean and North Sea coasts. The figures for
the other sectors of the industry are shown in Table 53. It may be noted that
the estimated expenditure on continuous-casting installations works out at
16 million units of account.

TABLE 53

Aggregate value of projects declared in the iron and steel industry

("000,000 E.M.A. units of account)

Steelworks Rolling-mills Gener-
Steil' Burd ating Total
wor vt urcen Blast- (of which: | plant (1+2+3
Year coo?(ril: ~ prepa furnaces 2. . flat- and +4+45
g ration Total | (of which: | Total products | miscella- +6)
plants L/D, etc.) mills) neous
1 2 3 4 41 5 51 6 7.
1956 42 58 140 135 {2) 189 (77) 74 638
1957 20 37 53 26 (22) 85" {46) 31 252
1958 8 88 77 48 (18) 125 (66) 64 410
1959 12 60 43 17 (6) 302 (204) . 61 495
1960 41 132 149 357 (287) 930 (520} - 193 1,802
1961 — 1Y 98, 117 166 (124) 799 (559) 182 1,361
1962 - 12 68 60 58 (43) 268 (149) 87 553
1963 — — 24 26 (15) 87 (73) — 61) 131
1964 — 21 36 9 120 (102) 256 "(48) 82 501
1965 21 55 40 86 (77) 293 (189) 94 589

1) Cancellations outweigh new projects declared.

The increase in production potential suggested by the declarations is
substantial, a necessary consequence of investment aimed at stepping up
productivity and introducing new production processes in most parts of the:
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Community. For sintered ore the increase may be put at- 600,000 tons, for
pig-iron at 1,900,000, and for crude steel at 5,200,000 (an addition of an annual
1,100,000 tons in 1966, 1,100,000 in 1967, 700,000 in 1968 and 2,300,000 over
the two following years. L/D steelmaking potential in particular can be
expected to grow by six million tons, while there will be a simultaneous decline
in basic Bessemer.

TABLE 54

Net changes in crude-steel production potential
as indicated by investment projects declared

(000,000 annual potential)

Country 1960 1961 1962 1963 1964 1965
Germany {Fed. Rep.) 4.6 2.1 0.3 — 0.4 1.7 1.6
BelgiumjLuxembourg/

Netherlands 2.7 2.6 0.4 — 0.6 2.6
France 2.0 0.8 —_ 0.1 2.2 0.0
Italy 3.9 1.0 0.9 0.3 0.3 1.0

Community | 13.2 6.5 1.6 0.0 4.8 | 5.2

HIGH AUTHORITY OPINIONS

255. Under Article 54,4 of the Treaty, the High Authority may issue “reasoned
opinions” on investment projects of particular importance for the purposes of
the General Objectives, and on the more notable alterations made to these while
operations are in progress. These opinions show the enterprises exactly how
the merits of their individual projects must be appraised in the light of foreseeable
developments in the Common Market. They are purely advisory in character,?)
and in no way binding on the enterprises to which they are addressed. Copies
are, however, forwarded to the Governments concerned, and lists of opinions
issued are published regularly in the Official Gazette of the Communities.?)

The Governments can thus draw whatever conclusions are relevant to
their particular interest in the project in question; so also can any other parties
immediately concerned—such as banks and credit institutions—whom the
enterprises may acquaint with the contents of the opinions received.

1) See the judgment delivered by the Court of Justice on December 10, 1957, in consolidated
Cases Nos. 1 and 1487 (Recueil de la jurvisprudence de la Cour, Vol. 111, 1957).
2y See Journal officiel des Communautés, Nos. 28, 71, 137 and 186/65.
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The High Authority' in 1965 issued 14 opinions, four of which related to
projects declared before the end of 1964.

Two opinions were addressed to collieries which were planning to link up
hitherto separate pits and, in one case, to extend a piped-heating system. The
High Authority was quite in favour, taking the view that the link-ups would
help to lower production costs, and that the intended increase in deliveries of
thermal energy would constitute a useful additional sales outlet for the colliery
- in question.

The other twelve opinions all concerned projects in the iron and steel
industry. Three of these were rated as productivity investments, since they
were primarily intended to lower production costs, improve operating conditions
and raise the standard of quality, without leading to any increase to speak of
in actual production; one related to ore sintering, one to continuous casting,
and the third to the construction of a steelmaking furnace to be used partly
for experimental purposes. All three were warmly endorsed by the High
Authority.

Six projects commented on involved appreciable expansions in capacity.
Four of them, intended to eliminate bottlenecks and ensure fuller utilization of
existing or almost completed plant, were welcomed by the High Authority as
“complementary investments” effected at exceptionally low specific capital
cost. One enterprise indeed received special commendation for its intention
to alter its arrangements for the construction of an oxygen steelworks so that
the plant could be operated jointly with another company nearby : this would
make for more efficient utilization, to the advantage of both parties, and relieve
both of them of the unpleasant prospect of sudden very substantial increases
in capacity resulting from the construction of several similar steelworks more
or less at the same time. The other two projects, however, were criticized on
the grounds that, although in themselves designed simply to obviate certain
bottlenecks, they were on such an ambitious scale as to suggest that an extensive
follow-up .was on the way. Since the iron and steel production cycle consisted
of several successive stages, overcapacity in one of these, such as pig-iron pro-
duction, though possibly sometimes unavoidable, must not be'so great as definitely
to demand subsequent expansion in steelmaking and rolling capacity also.

In the remaining three opinions the High Authority expressed distinct
doubts as to the desirability of the projects, which concerned the installation
of electric furnaces for the production of ordinary steels.?)

1) See Official Notice on orientation of investment projects in the iron and steel industry
( Journal officiel des Communautés, No. 72{62).
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FINANCING OF INVESTMENT
General remarks

256. The total value of Joans granted by the High Authority over the years
up to December 31, 1965, was 655,100,000 units of account, of which 502,900,000
went to industrial investment, 112,800,000 to housing schemes for workers,
29,800,000 to industrial redevelopment and 9,600,000 to readaptation of redun-
dant workers and to technical research.

In 1965, the High Authority stood guarantor to a Community steel firm
which was planning to contract a loan from an American credit institution.
At the end of the year, its commitments under guarantees granted since its
inception stood at 44,100,000 units of account (allowing for the redemption
payments made by the borrowers compared with an initial total of 47 million units.

Borrowing operations

257. During 1965 the High Authority raised three loans to a total wvalue of
54,300,000 units of account, two in the form of bond issues on the German and
Dutch markets respectively, and one a private loan from a Luxembourg bank.
The sums involved were

DM. 150,000,000 == 37,500,000 units of account
Hfl. 40,000,000 = 11,050,000 units of account
DM. 23,000,000 = 5,750,000 units of account

54,300,000 units of account

These brought the High Authority’s total borrowings at December 31,
1965, to the equivalent of 559,500,000 units of account.

In addition, talks begun in the autumn of 1965 culminated in the following
January in two further big loans, one of Lit. 15,000,000,000 (== 24 million units
of accbunt) in the Italian capital market, and the other of 20 million.units of
account in the international market; the latter was the first bond issue launched
by an international organization in units of account.

Lending operations

258. Funds available for lending to enterprises, from the year’s borrowings
and sundry other sources (see below), amounting altogether to 81,200,000 units
of account.
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~("000,000 E.M.A. units of account}

1.. Borrowings
Availabilities at January 1 12.6
Proceeds of loans contracted in 1963 54.3
. Prepayments on earlier loans 2.5
69.4
2. High Authovity’s own vesources (Sgbeczal Reserve)
Undisbursed balance at January 1 7.1
Receipts of interest during 1965 4.5
Redemption payments on earlier loans 0.2
11.8
Total 81.2

259. Most of these funds were re-lent as raised, 7.e. at about 69 interest. The
loans were made to assist capital schemes in industry, redevelopment and
reconversion projects, and the building of workers’ houses.

Industrial loans granted by the High Authority in 1965 totalled
60,600,000 units of account; The projects aided may be broken down into the
various categories rating priority under the General Objectives, as indicated in
the directives published in the Official Gazette of the Communities of May 20, 1961,
as follows.

Coalmining industry -

Tnstallations principally intended to increase output and lower pro-
duction costs, and installations for coal valorization : '

Essener Steinkohlenbergwerke AG., Essen;

Ewald-Kohle AG., Recklinghausen;

Fornicoke S.p.A., Savona;

Steinkohlenbergwerk Friedrich Heinrich AG., Kamp-Lintfort;

Hansa Bergbau AG., Dortmund;

Steinkohlenbergwerk Heinrich Robert AG., Hamm;

Hoesch AG. Bergbau, Essen-Altenessen;

Bergbau-Aktiengesellschaft Lothringen, Bochum;

Monopol Bergwerks -Gesellschaft m.b.H., Kamen;

Rheinstahl Bergbau AG., Essen;

Stemkohlenbergbau Mathls Stinnes AG., Essen;

Steinkohlenbergwerk Westfalen AG., Ahlen.

Pithead power-stations :
Preussag AG., Hanover.

Piped-heating installations :
Wuppertaler Stadtwerke AG., Wuppertal-Barmen;
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Iron ami steel industry

Installations for blast-furnace burden preparatlon and plg-lron productlon
ITtalsider S.p.A. (Oscar Slmgagha plant), Genoa.

Oxygen steelmaking plant :
Italsider S.p.A. (Bagnoli plant), Genoa.

Continuous- castmg plant : :
Hiittenwerk Oberhausen AG.,, Oberhausen

Rationalization.and specialization of production : A
Bochumer Verein fiir Gusstahlfabrikation AG., Bochum;
Ferriere di Cogoleto S.p.A., Cogoleto, Genoa;
Experton-Revollier, Renage, Isére;

" Acciaierie e Ferriere Lombarde Falck S.p.A., Milan;
Giuseppe e Fratello Redaelli S.p.A., Milan.

Plants to be jointly operated by two or more enterprises :
Centrale commune d’oxygéne, société coopérative, Charleroi.

The High Authority went ahead in 1965 with the financing of its fifth
workers’ housing scheme. As will be described in more detail in the Chapter
dealing with the High Authority’s social policy, it was concerned more par-
ticularly with the special #franche of the scheme, all the contracts for which were
signed by December 31. Loans granted during the year totalled nine million
units of account, of which 3,600,000 came from borrowings and 5,400,000 from
the Special Reserve.

High Authority loans in 1965 for purposes of industrial redevelopment
and reconversion amounted to 5,500,000 units of account. Four such projects
were 