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TINTRODUCTION -

On 4 August 1972 the Commission forwarded to the Council its first communication
(SEC (72) 2601 final) on progress in liheralizing public contracts and
contracts awarded by undertakings responsible for the operation of services

of general economic interest in respect of supplies,

The conclusion reached in this document was that although the gradual
aboiition of customs duties and quantitative restrictions had led to
vizorous trade in the Community in all products bought by private firms or
private individuals, the seme wds not true of capital goods and articles
of advanced technology generally bought by public administrations and -

undertalzings responsible for operating economic services of general interest.

Consequently, the only way to gradually break down. the persistent
compartmentalization of these markets so vitally important for Burope's
technological future seemed to lie in strong measures to achieve, for
instence, the implementation: of procedures ensuring that all the Community's
competent suppliers are consulted, the removal of technical, administrative
and customs berriers, joint decisions by the major purchasers or relevant
public authqritiés regarding the type of equipment to be developed in the
future and, where eppropriate, Community suppert for the joint development

of some new types of equipment,
b A 4
At the meeting of the Permanent Representatives Committee held on 17 July

1974, the Italian delegation expressed its wish for an exchange of views

to be held on this Communication forwarded by the Commission to the Council
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before the accession of the new ”ember States, With a view to such a
discussion, the Committee asked the Commission to update this Communication

as soon as posgible,

Although the Permanent Representntlves nrobably thought thet an ubdating
of a 1972 document in 1974 should take into account the 1aterven1ng
enlargement of the Community, the Commission did not comsider, save
exception, that it could reasonably include the three new member countries
in a study on the effects of ohO leerallzutlon of public contracts,

The staflstical date currently Lvalldble on industrial output {(and
consequently the ratio trade/production) very rorcly go heyond 1972 and
therefore almost always relate to a périod prior to the enlargemenf of

the Community,

The transitional measures provided for in the Acceszion Treaty, particularly ‘
Articles 32 (customs duties) and 36 (charges with equivalent effect)

- thereof, meens that at present time the conditions for free movement of
goods between the Slk qnd thelr new partners are only art;y‘established,
and that it is not feas:ble to draw up statlstlca time serieé.‘ Similaily“
under Article 42 of the Act of Accession measurcs haﬂing equivﬁlent

effect to quantitative restrictions existing om the date of the accession
to the Community as originally constituted of the new liember States are.

to be prohibited only from 1 January 1975. What this heans in practice

is that it is only from this very recent date that the rules contained

in Articles 30 to 36 of the EEC Treaty, as set out in more detail by the
Commission in Directive No 70/32/EEC which was the first legpal instrument
of 1mportance as regards the openlnn of public contraots in the Ccmmunity,
are to apply to the three new Manber States,



=4 - I11/197/75~E

It would therefore be premature at the present time to measure the
consequences in the new member coéuntries of thé liberalization of a market
which is still fettered by so many limitations, The statistics of these
countries for the periods in question are totally inadequate as a basis
for any new thoughts on the suhject or even simply for qualifying,
eandorsing or rejecting the general conclusions reached in the report, i.e.
that the achievement of the common market has triggered a veritable

surge intra~Community trade in goods purchased by private firms or
individuals, whereas public and semi-public purchases seem to have been

very little affected by the existence of the Furopean Economic Comnunity.,

Even in the limited framework of the six original members, the work of
the Commission's departments has heen complicated, as in 1972, by the
current lack of comparable industrial statistics; the collected data are
therefore not alweys as specifically accurate as the Ceommission would like
them to be, Despite their shortcomings they neverthelese indicate the
main trends, However, the figures take no account of ‘he de~compartment—
alization of markets resulting from the facf that general contractors

nmay sub-contract parts of their orders to firms located in other countries
or that transfers of capital or know~how to other countries may replace
trade in goods, From the economic angle, these two activities do not
produce the same economies of scale as a geniine liberalization of the
market end may therefore only be regarded as similar with substantial
reservations, However this may be, the Commission does not yet possess

the necessary data for a quantitative analysis of these activities,

In compliance with a Directivé adopted by the Council in 1972 which
provided for the establishment of coherent statistics on the structure and

_productive activity of industry in the Community, a survey relating to"
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1973 is at present under wsy. The results of this survey should be
published towards the end of 1975u Similar surveys will then be conducted

every year,

It is not until these published data bBecome available that the Comm1ss1on
will Ye able to consider presenting a new report to the Council on the
progress made in liberalizing publi¢ contracts and contracts awarded by
undertakings responsible for the operation of services of genefal economic
interest, This report will then cover all the member countriés of the

enlérged Community, -

In the following pages, the Commission submits to the Council the updated
version requested by the Permanent Representatives Committee; updeting

has mainly affected the parts dealing with the quantitative aspects of
trade, Parts relating to the legal aspects of the liberalization of publlc
contracts and the conclusions to be drawn from a review of the sectors'

studied remain virtually unchanged.,

Even in the factual part of this updated version, the Commission felt that
it was- of little use to go more deeply into the problems affecting
conventional supplies, Suffice it to say that between 1969 and 1971 the
portion of gross internal product accounted for by contracts concluded by
the public authorities and by undertakings responsible for operating
services of general economic interest hardly varied in the originéi‘Commﬁnity
talken as a whole (slight 'increase in Germany, Italy and the Nethérlands,
offset by a decrease in Belgium and France)s In contrast, intra~Community
trade continued to expand strongly: at current prices, the value of trade
rose from ﬂ 36 000 m to 5 52 000 m between 1969 and 1972, an increase of
42% in three years,
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This being said, the Commission thinks best to comply with the wishes
expressed by the Permanent Representatives Committee by focusing the
updating of its communication to the Council on capital goods and articles
of advanced technology bought hy governments and by undertakings
responsible for a service of general interest. As will be seen in the
following pages, the latter undertakings tock no significant part in the
expansion of trade, To illustrate the situation, supplementary notes

of a basically statistical nature have been prepared for each of the
sectors studied in 1972, except for technical infrastructure equipment
for airports, For this sector, the Commission was unable to obtain more
up~to~date figures since they had originally been obtained through

personal contacts with the relevant authorities in 1972,

hus, the supplementary notes presented in the following pages concern:

- Note No 1: electro~medical and x-ray instruments
-~ Note No 2: data processing
- Note No 3: civil aviation

~ Ifote No 4: equipment for conventional and nuclear power stations

Note No 5: railway equipment

Note No 6: telecommunications equipment

i

TMPORTANT REMARK: In this working paper, the value of the unit of
account equals the value of the US dollar hefore its

devaluation in 1972, It is thus not identical to
the EUR unit adopted recently by the Statistical

Office of the Turopean Communities,
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SUPPLEMENTARY NOTE NO 1 to
Doce SEC (72) 2601 final of 24 July 1972
Flectromedical and x--ray instruments

7
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The market for electromedical instruments in the Community of Six was
‘estimated at 281 million,u.a.l’2 in 1974, compared with 198 million u.a.

in 1970, This amount breakS'down as follows:

- 70% for x~-ray apparatus

~ 14% for diagnostic instruments

-~ 114 for moritoring and Survéillance apparatus

- 5% for thefapeutic appliances

This breoardown broadly corresponds to subheadings 90,17-11 to 19 and
90,20~11 of the Community's analytical nomenclature for external trade
(NLITXE), |

Tdking'these produétsias a whole, the volume of intra~Community trade
(imports) was as follows for the period 1968-1972 (the last year for which

foreign trade figures could be had):

See "Electronics" December 1973, Figures expressed in this4peView‘iﬁ'
dollars at current prices have been converted into units of account
on the basis of the_dollax/Eunopeanvcurrency.cqnversion rates -applied - -
by the review itself, ‘ ' '

2 315 to0 320 million u.a, for the enlarged Community,
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Intra~Commun1ty trade (imports) in electromedlcal and x~ray 1nstruments

(NIMZXE sublieadings 90,1711 to 19-and 90,20~11)
(in '000 uea.)

Product group Yearg . 'Destinatiqn
; ? France% Belg./_§ Nether—| (Germany Italy§ Six
g i Luxemb,: lands i
- glectro- ; Lé - é :
cardiographs 1968: 288 | 266 145 122 5. 896
1970, 78 ! 44 230 890 | 403 1.646
1972, 493 21 99 823 ! 554: 1.990
; = ultraviolet & E § . é |
infrared 1968 120 : 219 485 : 135 T7: 1,036
apparatus 1970 : 70 | - 877 854 | - 1.036
1972¢ 12 . - 949 1 640 |~ ¢ 1,601
| - instruments for % % } g %
diathermy 1968 285 14 151 151 11, 672 !
1970 21 | 12 50 ! 231 - i 218
1972 19 i - 40 322 23; 404
- other electro~ % ; | § ’ g
medical 19687 918 | 1,033 927 ¢ 568 984 4.430
appliances 1970: 943 | 364 2,868 i 44690 2497 94113
1972} 14340 ; 453 1,991 ¢ Te655 | 832/12,27L °
| = x-ray apparatus | f E‘ 5 f
for medical use; 1968 6,105 | 1,608 2,409 ¢ 2,081 | 1,732113,935
©1970: 3,082 © 34350 2,202 | 12,191 | 2,901;23.724 i
: 1972 44238 © 4,774 | 34290 ' 154047 | 34520/30,869 |
5 - all electro;- g E ; i 1
medical and x~ | 1968 T.T716 @ 3,200 4,117 | 3,057 2.979 21,069 !
ray instruments . 1970: 4,194 | 3,770 66227 | 184856 | 3,553 36,606
1972 6,102 | 5,248 6e369 | 244487 | 4.929,47.135 .
rate of variation % E . 2 j . f'
1972/68 (current G114 L +64% | +55% | +701% g +65% U +124%
prn.oes) A ] , . b :




~ 10 - 1I1/197/75-E

Intro~Community trade thus increased in value at current prices by 124%
in four years, During the same period, the Community!'s imports from non-
member countries increased by 103% and currently represent 349 of all

imports into the Member States compared with 40% in 1972,

Thus substantiéi increase in infra~Commﬁnity trade‘is due in particular to
a vary strong increase in Uerman imports of x-ray aprnaratus produced in
France (5.4 million u,a. in 1972), the Netherlands (4.2 million u.a,)

and Italy (4.3 million u.a.), and of French equipment covered by the
statistical heading "other electromedical appliances" (7,7 million Ueze

in 1972),

Intra~Comnunity trade therefore represents a considerable and increasing
shere of Community consumption: 16,8% in 1972, the last date for which we
have figures on foreign trade, comparecd with 15% in 1970 These figures
indicate that the liberalization of purchases by institutions which

are mainly public or semi-public (hospitals, dispensaries, etc.) encounters
no particular obstacles once there is a sufficiently high number of
purchasers acting in their best respective interests without interference
by the State and in a field where the value of individual orders is

generally fairly low,

The market for such equipment, which expanded considerably bhetween 1964
and 1968 (rates of growth — in u,a. at current prices — then lay between
59% in Germany and 174% in Italy), has grown considerably less rapidly

since: the average rate for the period 1970 to 1974 is no more than 42%
for the Six as a whole, The sharpest increases in this period occurred
in France (61%) and Italy {about 50%)s Of course these figures must be

interpreted in the light of the different rates of monetary depreciation
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in these various countries,

The figures in no war modifv the conclusions reached by the Commission

in its Communication to the Council of 24 July 1972, 'The reader is

therefore referred to the conclusions reached at that time,

L 4
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SUPPLENENTARY NOTE NO 2 6
Doc, SEC (72) 2601 final of 24 July 1972

Data procescing
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To supplement its communication of June 1972, the Commission is now
in a position to present the following factual information:

ls Table IT on page 17 of this communication is to be replaced by the
following table relating to the period 1971/72:

Table IT

Share of the various constructors in the markets of the countries of the

Oommunity of Bix, the United Kinedom and other countries

Period 197L/72
(in & of respective values)

Germany§ Benelux %France EItaly Royaume UhiéOtherngotal ;
I 57 | 60 | ST,5; T3 B4 . 65 1 59,47
Honeywell (HIS)! 9,5 { .18,0.i 11 !. 7,0 ¢ 6 | 10 5
UNIVAC 3 5 1 35F T i 3270 4 4,4
cne 3 4 1 351 25 L8 4,5 3,27
Burroughs 3 4 1 L,5 25 3,9 ¢ 3,5 3,12
Philips/Siemens/ § : § HE
It 16,5 8 | 12,0 2,5 0,9 | 2 6,93
Others 9 i 65 1,0} 1,5 9,6 © 10 | 4,85
Total | 1004 | 100 | 100,041100% | 100,07 | 100% | 100%

Sources: Délégation & 1'Informatique, Paris 1972
Department of Trade and Industry, London 1973
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i a) government

‘5 c) national level:
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2, Table III, on page 18 of Doc. III/846/72, was based on the results

of a survey conducted by the Diebold-Deutschland GmbH for the West German
Government., Since this survey has not been repeated in the intervenine
vears, the Commission cannot update the figures supplied. It would seem,

however, that the trend has not radically changed,

3e According to two surveys carried out by the "Commission pour le
Traitenent et la Transmission de l!'Information", on behalf of the
Délégation de l'Informatique, the breakdown by origin of compiters in use

in France was as follows on the dates shown:

Table IV

Breakdown by origin of computers in use in France at 1 January 1973:

Overall market and public or semi-public buvers

(in value)

I8 | CHB ;CII other Furopean ; others

. departments: § % % ;
at 1,1,1970: i 55% i 15% 110% Ned, i ned.

1.1,1971: | 46,56 16,3% 16,5%  5,5% 15, 2%
1,1,1972: % 166 22 1 4l L 17,0%
1.101973" ) : 403% 2 26% 12‘;7J ! 5(/{77 B ' 17’0%

H

{ ¥)public undertakings: f |
‘ at ,101019733 . 55% 9% 14% ! nsd. ’ ’n.d.

H
i

at 1,1,1973: Co51% P g 1Th L 6,56 L . 11,5%1.
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44 In reply to a parliamentary question on progress contracts (contrats
de progrds), the following information .on computers in use in public
administrations in Belgium wes ohtained in July 1973; percentages relate

to the cumulated capacity of the memories:

- IBM: 60%
~ Siemens: 30%
—- Philips: 5%

- NCR:  2,3%
- CEB: %%

5¢ According to a document drawn up for the Select Committee on Science
and Technology of the UK Parlisment, the breakdown bJ orlvin of computers
in use in the United Klngdmn was as follows on 1 Januarg 1974

Table IV2

Breakdown by origin of computers in use in the United Kingdom at 1 January
1974: Overall market and public and private buyers

(in value and in %)

ICL | Total Un:ted Kingdom|IBM | other US ! obhers §

Private buyers | 24,9 26,7 44 2,4 1 2,5

Central gov't 50,4 . 63,3 19,4¢ 15,2 1,3

Local gov't f 55,3 56,9 24,3 | 17, 1,2
Y s Ky . Er . v B - . - e

Publ dere

taki;;sun erm 41?5 : 51,3 A ‘ 32,9; 15,2 i 0,8

Total K 132,90 7 a5 T 1970 20,9 1 2,0

6. Since the Commission's Communication to the Council in 1972, the
Member States with a technological development policy on data processing
have continued their aid measures to national producers and to producers

who have agreed to become establiched on their goil,
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of the Six which apply a national policy in this field, and in the

United Kingdom:

Aids and other forms of national support to the development of data processing

Tabhle IV.b

in the Community

(1000 000 u,a.)

contracts to Philips

. 25% max, to Siemens

% § Hardware Applications
g Belgium % Progress contracts: 25% max, of public 1971-73: 4

' France " 1967-70° 109

C19T-T5: 158

1967-70: 7,2
1971-75: 29

E West | 1967-70: 65 1971-75: 190 1967-70: 15,6
| Gormany 1971-75: 150
United | 1948 _ Sept, 1976: support to ICL

Kingdom ;
: = 144

Source: National delegations

This table imcludes all forms of direct aid: subsidies, research contracts,

loans repayable in the event of success, etc,

7« The conclusions presented in the Commission's Communication to the

Council on 24 July 1972 have been confirmed and amplified in the Commission's

Communication to the Council of 21 November 1973 on "A common Policy on

Data Processing", to which the delegations are referred for further details

on specific aspects of this sector,
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SUPPLEIZNTARY NOTZ NO 3 to
Doce SEC (72) 2601 final of 24 July 1972
- Civil aviation

[
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In the civil aviation sector, opening up markets to intra-Community
competition is.not reélly a problem in itself; almost all civil aircrafi
are nowadays built by multinational co-operation and are therefore no
longer national productss On the other hand, Burope is still suffering
from the almost complete absence of Community production of commercial
longehaul aircraft, for which it is totally dependent on imports from
the United Statess The real problem is thorefore Europe's excessive
dependence on foreign production, which is highly diversified and scaled
to meet the requirements of the world market, and also the difficulty

of launching programmes to make good present shortcomings in Europe,

Because of this there would be little point in supplying figures on intra-
Community trade and its trend; on the other hand, the reasons why, in

the other parté of\the»docuﬁent, we limited our statistical information

to the Six coﬁntries of the original Community no longer apply and it

seems preferahle to present here the figures for the enlarged Community.

Since 1960, the turnover of aerospace .industries in-all the Nine countries

has steadily increased:

Table IVc

Trend in turnover of the aerospace industries in Turope and the United States

1960 to 1973

( 000 000 u.c. current prices)

1960 1970 1972 1973
A) Community of Nine | = 1,809 4,039 5329 6,8981
B) For comparison:. | i
Thited States £15,132 244930 224609 234TTL

1 metimate
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The turnover of the aerospace industry in the Community has been
multiplied by 3.7, that of the United States by 1,5 (current prices);
however, the turnover in the Community is still only 29% that of the .
United States, ‘ '

K

The Community's trade balance in civil aviation equipment is in defiocit
and this deficit is tending to increase; it was estimated at about 170

m u.é. per year on average for the period 1960 - 1970 and it seems to
have approached 750 m u,a, per year on average for the period 1968' - 1973,

This situation ié mainly due to the lack of eny significant production of
long-haul aircraft in the Community during this period ( 1968-1973), the
requirements for these being covered by heavy purchases of long--haul
aircraft from the United States (2 300 m u,a. during this period, of
which almost 1 500 m u.a. for purchases of Boeing T47s).

Community production of short and medium~haml aircraft has been mainly
based on the following types (period 1968 - 1973):

Sales in Iurope, Sales in the rest of the

world,
Cara.velle o3 1
BAC 111 . , o ‘ ) 67 . .. .. 51.
Fokker 27 ) 19 : o1
Fokker 28 - - 27 52
Trident © v o 18 e

. For the period 1'968—,1973, the balance of product:ién and trade in short
and medium-haul aircraft was as follows: o
(in '000 000.-u,2.)

Consumption - . Trade
Production: 1 101 m u.a., of which 784 exports o317
Imports v +1,839 -1,839

TT5.353"  difference’ 1,535
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For the entire range of commercial aircraft (including long-haul aircraft),
the deficit emounted to:
(1000 000 u.2e)

long~haul - 2 246

short and medium-

hanl -1 522
- 3 768

The relative value of the Furopean market (value of the commercial flset)

and the coverage of requirements by Huropean products have evolved as

follows:

Yo EEC market as percentage ? Market shares of European products
=2 | 5F worid market (X)

world(x) EEC
. S - —

1970 T 14,TE - .9,5% - 337

1971 15,45 9. %% 267

1973 18, 2% . 6,6% 247,
P 1974 | 17,9% 5,9% ; 20%

(X)Exoept USSR and China

Thus, the increase in the relative value of the Community market is
accompanied by a shorp drop in the market share of Furopean products not

only in the world but also in the Community.

With regard to the main and most recent production programmes, sales of
Concorde seem to be limited to 9 firm sales and 5 options until the aircraft
is brought into operation; as regards the Airbus, the evolution of sales

is fairly slow (13 firm sales in 1972; 24 at 31 October 1974); however,

a number of options approximately equal to the number of firm sales shows
the interest aroused by this aircraft, the only twin-jet wide~body airliner

brought into operation in Spring 1974.
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- SUPPLBIENTARY WOTE NO 4 to
Doc, SEC (72) 2601 final of 24 July 1972
Equipment for conventional and nuclear _power stations
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1. The following table gives the maximum net capacities of the thermal

power stations that became operational in 1970, 1971 and 1972:

Table IV
a .

Capacities of the thermal power stations that became operational in the
Community of the Six in 1970, 1971 and 1972

(in MVe)
Non-nuclear power : MNuclear power stations % Total
Year stations (thermal =
and geothermal) :
1970 64393 36 L 64429
1971 84347 ; 465 8.812
1972 ; 54353 1.828 7.181
fotel 101 20,093 | 2,329 | 22,422

On the basis of the specific costs mentioned by the Comission in its
first illustrative programme, the total value of the trade in question
can be set at some S 3 000 million, of whiéh nonetheless only half,
or § 1 500 million, results from the supply of mechanical end electrica

itexs,

2s The reservations, already made in the 1972 Communication to the
Council, regérding the possibility of ascertaining precisely the level of
trade within the Community in equipment for use in power stations, still
va@piy in their entirety. For parts of equipment for which exrternal treade
statistics provide valid data (multi-tubular boilers, steam turbines,

turbo-alternators and transformers), the value of intra-EEC exporis reached
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softe § 31 million in 1971 (1971 §)s As compared with 1968 and 1969
($ 27 and 20 million respectively) this represents a relative decline,

which makes the objective of opening up the markets even more remote,

3» An attempt to estimate the share of the principal ecrulpmen'b for power
stations (steam turbines, alternators) accounted for by the ‘interncl
production of the Community countries can be made by camparing the flgures‘
resulting from the ORCD statistics for -‘deliveries‘ by producers in “the ;
six countries to their national industries (non-exported part) with those.
appearing in the Community statistics on the new entries into service of
power stations in the year following that of these 'delivex?'ies‘;‘ It 'goes'
without saying that the method chosen (for want of a more éatisfactory
one) only gives accep'ta‘blé results if data relating to several years are .
taken into adcount, In the following takls, therefore, only the grand
total for the five yea.t"s surveyed, must be considered and not the figures

for each year separately,

Tabhle V

Conventional thermal and nuolear power stations

Non—exported deliveries of some large items of equipment (vear X), and'

creation of new capacities (year X + 1)

Year Deliveries remaining in the New capacities put into
producing countries (year X) service” (year X + 1)
Steam turbines | Alternators | (r1)

(xw) (rr)

1967=X 6,072 6,657 - 54418

1968=X 5417 5487 44919

1969=X 60179 . 7!093 60429 '

1970=X 9.513 8.520 8.812

1971=X 4«666 44347 70181

Bt anear 32,104 | 32759

]'Maximum net capacities
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The figures of the last column for 1967-69 are revised OECD figures which

differ from those published by the Commission in 1972,

A comparison of the two time series shows that the imports of the countries
of the Community of the Six coming from all the REuropean lMember States

of OECD (including Member States of the EEC) can hardly have exceeded,

for the entire reference period, 2 to 3% for steam turbines and
alternators, This conclusion is not strictly accurate in view of the
uncertainty that affects the differences in phase in the annual fluctuations
of values, Furthermore, the OECD statistics neglect turbines and
alternators of a capacity below 10 MW/MVA. Nonetheless, the result is
convincing enough to enahble the Commission to conclude that total

Buropean and - even more — intra~Community trade for the period 1967 to
1971 was negligible as regards principal mechanical components for power

plants,

4s The following tahle extends Table VI of the Communication of July
1972 up to 1971

Tahle VI

Power transformers and hoilers

Deliveries in FEC countries and exvorts from these countries to Furopean
ember States of the OECD

Power transformers Boilers
Year popal  Exports to Ratio | Total Exports  |Ratio
deliveries ;Huropean (in %) deliveries| to (in %) |
EEC (in MVA):Member States EEC (in European =
.of the OECD tonnes/h) | Member
¢ (in MVA) States of
: the OECD
| (in tonnes/
| h)
1967 1 43.892 | 3,343 7,6 1 21,914 916 42
1968 524793 L 4.812 9,1 234572 1.224 5,2
1969 654072 L 5,286 8,1 264753 264105 7,9
19701 63,658 ¢ 3,933 6,2 38,018 2,500 6,6
1971 1 75,528 | 5,063 6,7 | 45.047 3,355 04
10T 300,943 | 22,437 7,5 | 155,304 | 10,100 | 6,5
o H ' ¢ :

Source: OECD survey of electric power equipment
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H
i

In the preceding table, the ratios of exports to deliveries concern all
the exports of the Six to whatever countries, Only part of these exports
consisted of intro~Community tradc; the absence of statistical data does

not enable it to be dotermined,

5. Within its working programme on the situation and'pérspectives of

the industriecs responsible for heavy electromechanical and nucloar
equipment, the Commission intends to engage this year upon a study on the
degree of market liberalization in this sector, It is hoped that the o
results from this study will be available in-the first half of next year,

©
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SUPPLIMENTARY NOTE NO 5 to
Doc, SEC (72) 2601 final of 24 Julxr 1972
Railway equipment
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In this analysis of the reasons for the compartmentalization of markets
and in its conclusions, document III/846/72 of 24 July 1972 is still
campletely up to date,

From 1970 to 1974, no increase was noted in intra~Community trade in
rolling stock, which has remained at the very low level of 3 to 4% of
apparent consumption, The peak reported in document III/846/72 for 1970
proved to be an ephemeral phenomenon due to the fulfilment, by France,

of a large order from the Belgian national railways (SNCB).

i On the other hand, the situation regarding the production of rolling

stock has substantially changed, There has been a distinct tendency towards
recovery sinoe 1970, .The production of wagons, which amounted to 17 000
units in 1968 for the Six, reached 20 000 units in 1970 and excesded

30 000 units in 1972, The production of locomotives became stabilized
between 1970 and 1973 at around 500 unite™ of more than 1000 horsepower,

and the production of railcars increased from 300 units in 1968 to 400

in 1970 and 500 in 1972,

Since the publication of Doc, III/846/72 of July 1972, the OECD ad hoc
working party on the railway rolling stock industry has ceased work, thus
depriving the Commission of its main source of statistical information,

In view of the absence of any other source of co-ordinated information on
this subject, the Commission is currently not in a position to update its
previous figures on the value of the rolling stock produced in the Community,
A large~scale survey is being conducted among the producers of the Nine
Member States and should provide the Commission with the necessary data

in the second half of 1975,

Since the energy crisis, there have heen numerous indications that the

tendency to develop rail transport will have to continues

x Figure revised in comparison with the report of 1972, because of the
improvement in the statistical data that have hecome available in the
meantime, '

"
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It should also be noted that there is an increasing demand for urban

transport, which the railway equipment industry will have to satisfy.

As regards permanent way equipment coming under the ECSC Treaty (rails,

guard rails, sleepers, fish-plates and rolled bed plates), the production
level im the Community of the Six remained steady at around 1410 to 1.15
million metric tons per year bhetween 1970 and 1973, This production,

in which all the Member States participated except for the Netherlands
(with about 25 000 metric tons per year, Belgium's production has

become marginal since 1970), had remained constantly above the apparent
consumption of the Community which fluctuated around 900 000 metric tons
per year. Production currently represents a value of about $ 350 million,
of which S 280 million correspond to the internal consumption of the

Community e

The level of intra~Community trade hardly varied at all during the period
1970-72; intra~Community imports during this period averaged T4%
apparent consumption (the 1972 report indicates 6 to 8% on average for
the period 1960-70), At the very most it can be said that there has been
a very slight and statistically negligible increase in imports to Trance
from other Member States, As was the case two years ago, most of the
intra-Community trade is once again due to imports by the Netherlands,
which has coased all production on its territory; this makes the lsvel of
trade between the other countries even less significant, Imports to
these countries from other lMember States were about 1% for Germany, 7 to

8% for France, and 5 to 6% for the other countries,

In summary, the situation in the railway sector is characterized currently,
as in 1972, by a very low and stagnant level of trade, On the other

hand, the drop in production recorded in 1972 was followed by a distinct
recovery, due largely to the great expansion in urbhan transport, This
recovery leads the Commission to modify to some extent its previcus

appraisal of the extent of the surplus capacity in the sector.
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ihon

Capacity hag been progressively adanted to requiremqnts as a result of
the large humber of mergers of sautdowns in the indusiry; in only a few
years, the numbher of undertakings producing rolling stock decreased by

a good third, while the numher of producers of heavy rails decreased from
14 in 1971 to only 8 in 1974, | |

The problem of surplus capacity nevertheless continues to exist, Under
these conditions, the conclusions of the Commission in its previous report
sti11 appiy.in their entirety, 1In particular, the Commission still
considersvthat any arréngement aimed at opening up the markets in the

sector in question will have to provide for the necessary ancillary measures
to facilitate the restructuring of the railway equipment industry on the
regional level, | '

1 It is true that the number of ICSC permanent wey equipment producers

is not a criterion of capacity; rails and accessories are only rolled
to order and the same rolling mills produce girders when they are not
producing rails,

@
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SUPPLIMENTARY NOTE NO 6 to
Docs SEC (72) 2601 final of 2/ July 1972

Telecommunications equipment
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le In its commukication to the Council of July 1972, the Commission
indicated that no directly usable stastistics were available to measure the
degree of interpenetration in the markets of the Community countries fqr

telecommunications equipment,

Since then, the Commission has managed to draw up a table —~ albeit limited
only to telephonic and telegraphic equipment by means of wire - in which the
production figures correspond exactly to those relating to external trade,
This table, vastly improved in its method, must not be compared with the
less perfect version published by the Commission in its original report to

the Council,

Once more, production figures are available only for five countries, those
relating to the Netherlands still being treated as classified information.
Por this reason, it is not poss:‘i.b’le to determine the average penetration
&f the ma.rketé of the Six original Mefn‘ber States by products coming from
all other Member Sté.tes. As the followihg table shows, the average for
the five countries actually surveyed was 5.9% in 1971,

®



- 32 - TIL/15Y, 150

Tahle VIIT

Share of the intra-Community imports in the

anparent consumption of line televhonic and telegraphic apparatus for five
Community countries in 1971

(in '000 000 u.a.)

. Germany wowmr\b@uﬁ. France : Italy ! Netherlands Community excliuding zmﬁp.wz.mba,w
“Production W 978,0 W 177,2 W 549, 2 £42,2 : n.d., ! | muamrw :
Importe.’ “ 33,9 ¢ 27,6 16,1 25,9 42,9 : 146,4
i : i :
~ of which iatra~ i W
EEC 26,4 L 25,0 111,2 P 11,2 33,5 107,3
Exports P 24T,3 7158 54,7 & 45,0 43,3 _ 462,1
.« of which intra= W W g )
EEC U5, 7 £ 33,5 10,8 7,1 12,6 109,7
Visible ; W W :
consumption 64,6 : 133,0 510,6 408,4 n.d. , 1815,9
i P
% of intra~EiC | W A .
imports in : , : ‘ ;o . -
visible | 3,5% ; 18,87 . 2,% w 2, T% Neda . /A
consunption i : i

Sources: 1 production: unpublishaed CECD date corresponding to the SITC (STC) code 724.,9(1): apparatus for telephony
and telegraphy. :

© Bxternnl trade: external trade statistics for the countries of the EEC (NIMIXE), heading 85.13

Not2: the figures in this table are not to he compared with those of Table VIII of umnf HHH\@R\QN.
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2. For'onefcountr& of the Comrunity, West Gerhany, the available figures
enahled a time series for the same equipmentl to be drawm up'éhowing the
development of intra~Community trade'during the period from 1967 to 1972,
A certaih increase is noted here in the volume’of imports from 1970 onward,
an increase which could-very well be explained by the change, from the end
of 1969, in the parity of the German Mark as compared with the currency

of the other,counfries. Nonetheless, the volume of trade still remains
very modest, since imporis never exceed 5.6% of apparent consurption, of
which 3,5% cdme from the EEC,

Table IX

Share of intra~Community trade in the apparent consumption of line telee

communications equipment in West Germany from 1967 to 1972,

(1000 000 u,0,, at current
rates of exchangs) ~

1963 1969 ¢ 1970 | 1971 1972

1967

Production | 435,0 466,0 600,1:  756,0: 978,01 1241
: Imports 8,0 9,9 12,7 23,9 33,9 53
! =~ of which : P
intra-ELC 4,6 ‘ 5,2 6,7 13,8 26,4 30,6
Exports 118,3 129,71 132,7: 189,6 247,3 271,8
- of which : 5

intra~EEC 20,6 21,5 21,5 { 34,8 (45,7 58,7
Apparent , a :

consumption 324,17 346,2 1 480,1 590,31  T164,6} 1022,2
% of imports ‘ ‘ i

from all : A

sources in 2,5% 2,9% 2,6% 4,1% :  5,6% 5, 2%
apparent ‘ : i ’
consumption ‘

% of intram

EEC imports | ‘ , : \ -
in apparent 1.4% L1.5% 1,4% 2 3% : 3,2% 3,0%
. consumption . ;

Sources:l production: Die Produktion der westdeutschen Elektroindustrie,
successive volumes, ZVEI, Frankfurt/Mainj

2 External trade: External trade statistics for the countries of the
EEC (NIMEXE), heading 85,13, SOEC ' '

(1) The production of which represents in Germanyy{by'value, a good third
of the total production of telecommunications equipment (1line plus radio
plus line-wire and cable) .
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3+ For line-wires and cables, the ZVEI statistics give the following

situation as regards the Federal Republic of Germany:

Table X

Telecommunications line wires and cables: share of imports in apnarent

consumption in VWest Germany

(1)

External trade: NIMEXE

BEstimate

Production ! Exports Imports | Apparent Proportion of
Consunption apparent

consumption :

accounted for by |

imports :

Year! Millions of, Millions i Millions! Millions of from all from |

M of Dif of DM Iyl sources EEC §

1969 994 95,7 32,2 933,5 3,8% 2,5%

1970 1,078 123,0 47,2 1,022,2 4y T 2,9%:

1971 1.039(1) 167,4 62,2 | 933,8 6, 7% 3,3%

1972 1.04M | 139,6 63,40  957,8 6,6 40k
Sources: Production: ZVEIL

With 2.5 to 4% of the total, the share of intra~ERC imports in apparent

consumption is, once again, very modest,

been obtained in the last few years,

Nevertheless, some progress has

4s Since 1968, investments by national post and telegraph administrations

in telecommunications have developed oonsiderably, as the following table

shows:
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Table XTI
Investment by national post and telegroph administrations in telecommunications
1968 to 1972
‘ ' (1000 000 u.a. at curren
value) -
{ ;
Country , 1968 i 1970 : 1972
Belgium (RTT) 118 | 123 170
West Germany (PTT) n.de 1.050 2.0068
France (PIT) 294 1368 856
Italy (SIP) . 266 n,de 740
Netherlands (PTT) Nede i 169 248
3

These figures may in some cases include rezl estate investmer i~ =nd ere

thus not strictly comparable,
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CQIISSION

OF THE
FPROPRAN COMUNITTES

NOTE: TO THE COMQIISSION
(Communication by Sig, Spinelli)

Re: Updated version of document SEC (72) 2601 final of 24 July 1972:
First communication of the Commission to the Council on progress
in liberalizing public contracts and contracts awarded by
undertakings responsible for the operation of services of general
economic interest in respect of supplies,

I, By a note dated 24 July 1972, the Commission sent to the Council,

for information, a first communication on progress in liberalizing public
contracfs and contracts awarded by undertakings responsible for the
operation of services of general economic interest in respect of supplies,

in the Community, This report, which evidenced to what extent an

exchange of supplies ond heavy capital goods, which are mainly purchased

by public authoritigs and utilities took place at that time between EEC
countries, had been presented at the request of several delegations in

the Council, on the occasion of the examination of the Commission's
Memorandum on Industrial Policy, The main conclusion drawn from the
situations described in that report was that while the gradual abolition

of customs duties and quantitative restrictions had led to vigorons trade

in the Community in all products bought by private firms or private
individuals, the same was not true of capital goods and articles of

advanced technology generally bought by public administrations or by
wundertalkings responsible for operating economic services of gencral interest,
Consequently, the only way to gradually break down the persigtent compartmert-

26
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alization of these markets so vitally important for Turope's technological
future seemed to lie in strong measures to achieve, for instance, the
implementation of procedures ensuring that all the Community's competent
suppliers are consulted, the removal of technical, administrative and
customs barriers, joint decisions by the major purchasers or relevant
public authorities regarding the type of equipment to be developed in the
future and, where appropriate, Community support for the joint development

of some new types of egquipment,

11, At the meeting of the Permanent Representatives Committee held on
17 July 1974, the Italian delegation expressed its wish for an exchange
of views to be held on the Communication just mentioned, With a view
to such a discussion, the Committee asked the Cammission to update this

Communication as soon a8 possible,

Attached to this note, the Members of the Commission will find a draft
text of the updating requésted. AlthOugh the Permanent Renregsentatives
prohably thought that the updating of a 1972 document in 1974 should take
into account the intervening enlargement of the Cbmmunity, the competent
services did not consider, save exception, that they coéuld reasonably
include the three new member countries in a study on the effects of the
liberalization of public markets, Thé’temporary persistence of some
customs duties and taxes of equivalent effect between o0ld and new member
countries, the non-availability of industrial statistics for the period
after the enlargement of the Community and, most importént of'all;‘the
lack of an adequate span of time to allow for a naturally very slow |
evolution to take place, would at present deprive such an inciusion of
all its meening, The situation in the new member countries can therefore be
only analysed in a future report. - o

111, The Commission is fequésted to kiﬁdly approve the éttachedvdraf%:
report by the means of a writien procedure, and to ahtﬁorizeVits

transmission to the Council,
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