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SUMMARY OF THE HIGH AUTHORiTY'S POLICY REPORT

In accordance with the undertakings it gave in Juns 1964
at the Buropean Parlizment's debate on the Twelfth General Report
of £.CeS.Co, the High Authority is today submitting a policy report

drawn up with two ends in view :

(a) now that the member States have decided to proceed with the
merger of the Executives, and subsecuently of the Communities,
it is felt to be desirable to cast up the results obtained on
the basis of the Treaty establishing the European Coal and Steel
Community, as a contribution to the work of preparing the ultim=te.

amalgamatien of the three Treaties;

(v) since the economic and social problems facing the Community
will remain no matter what institutional changes are made or
when, it is necessary to sketch in broad outline the action

required to deal with them.

+

The first part of the report is an attempt to meet the
Parliament's request for an assessment of the erganizational
powers of thce Community Institutions and of the Community
armoury and machinery on the economic and soeial sidees It
examines these in the light of E.C.S.C, experience, dcaiing first
with the organizational structure of this oldest of the Luropean
Comiunities, then with the salicnt features of the Treaty of Paris
as compared with the Treaties of Rome, and lastly with the results
of the application of its particular provisiqns in the econonic

and social spheres.
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The second part outlines the neasures needing to be taken
in the coal and steel sectorss The impending merger is not a reason
for the policymakers in the Communities to back~pedal, or to "wait
and see", The only possible coﬁrse for the E.C.S.Ce Executive is
accordingly to press on regerdless, acting in line with the regquire=-

ments of the sectors in its charge.

The future single Community to retain the present institutional basis

Part I of the Figh Authorlty & report deals with the
institutional structure of E.C.S. Cay mehu81zing the vital role of
the European Parliament, ‘Cnly provided the Parlisment hes the
ability to act, on the basis of definite powers, can there be saig
to be genuine democratic control,"‘it states. "The furtherance of
the Community cause cannot be confined to mere exchanges and discussions;
it cannot, therefore, side step the question of Parliamentary powers."
In this connection the High Authority recalls that the L.CaB8cCy
Treaty (Article 95, 3-4) makes any M"ninor revision" of its torms
subject to Parliamentary endorsement by a qualified majority, and
moreover that in respect of £.C.S.¢, the Parliament has the rudiments
of budgeting powery in that it hag a voice, through its Pre ident),
in the validation of the edministrative budget estimates by the
Committee of the Presidents of the four Community Institutions.

As regards the E.C,S.C. levy, it has become institutional practice to
g0 beyond the actual requirements of the Treaty for years the

High Autherity has made it its custom to consult with all the
Parliamentary Coamittees involved before fixing the rate of the levy.

To safeguard these Parliumentary legislative 3nd budgeting
Powers, the High Authorlty has not failed, in the course of the
dlscu531ons on the merger of the Executives, to emphasize that to
scrap such power as the Parlisment has to influence budgeting would

be a retrograde step in comparison with the present arrangement and




with most opinion on the subject. The same with the co-option of
High Authority Members : Under the E.C.S.C. Treaty this is subject
to Parliamentary approval, but under the projected merger the co-

option system would go, and this bond betwecen Parliament and
Executive with it,

The report further stresses the importance of other
Community Institutions - the Court of Justice of the Communities,
the Special Council of iinisters, the Consultative Committee -
and concludes that the future single Community will doubtless be
organized on the same institutional basis as E.C.3.C, has been

from its inception.

No fundamental clash between sector-by-sector and comprehensive

integration

Coming with twelve years experience to the guestion of the
relations between partial and general integration, the High Authority
notes that the difference between scctoral and globzl integration

is less radical than might appear at first sight, and that it would

therefore be mistaken to suppose them irreconcileble.

It is the High Authority's conclusion that the points of
confliet between the three Buropean Treaties are at all events not
such as to preclude a constructive synthesis combining the moere

valuable elements from each.

For economic and social integration to proceed at all it is
necessary to frame, within one overall policy, suitable policies
for individual sectors, mutually co-ordinated of course but ¢ach
tailored to the spscific requirements of the sector concerned. The
E.E;C. Treaty, incidentally, contains for example a special section

on common transpors% policy, and another on agriculture,

The real points at issue, in the High Authority's view, are

sector delimitation and sectoral, as against overall, rulcs.



The projected single Treaty cean thus not have as its aim to
Jettison the sectoral approach i on the contrary, it should reinforce
it by providing the econémic and sOCial'armouryﬂneeded to enable
policy to progress on all fronts simultaneously, taking in as it goes
along those elements at present found onlj in embryo in the European

Treaties, such as fiscal and monetary policy.

The report devotes a section to comparing and contrasting the
Treaties, in which it acknowlé&ges*that the E.C.S.C. Treaty is more a
corpus of rules, unlike the E£,B.C, Treaty which is in the nature of
a skeleton programme, This, however, the High Authority considers,
is an over-simplification : fuller examination shows that a blénd
of both is always present. Large portioms of the E.E.C. Treaty are
on the "rules" model, such as the provisions concerning the dismantling
of duties and quotas and the progressive establishment of the common
external tariff; while othersdo relate mainly to principles and to the
progcedure for their implementation, this is not necessarily because
the negotiators regarded this as the best approach, but in many cases
because they had not been able to agree during‘the negotiations on
mpfe detailed provisionse. Conversely, substantisl sections of the
B.C48,C, Tredty lay down only prineiples and procedures. It is not
therefore a matter of.fundamental conflict between two systems, only

" of a difference on‘practical application.

1 fal

Hence where the implementation of the E.C.S5.C. Treaty has
already led to the fixing of detailed rules the end result may well
work out very similar to the E.C.S.C. arrangements, as witness, for

instance, the regulations on cartels,

There can thus be no guestion that a codified Treaty is less
appropriate in itself than a skeleton Treaty, or vice versas A skeleton
Treaty is effective only in so far as it leads on,to_the‘dréwing—up

of rules : the rules alone define the true content of the systen.
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The same is true with regard to suprenationality ~- that
is, the powers vested in the Executlve. The High Authority's powers
stem direct from the Treaty : on the other hand, the implementation
of the E.E.C, Treaty may result in a substantial extension of the
powers of the Commission. This will depen id on what the relevant

Regulatlons and Decisions have to say on the subjecte

There is, howsver, one.major difference between the Eu uropean
Treatdes - the much greater-fléxibiliay of the EiE«Ca Treaty due to the
abundant seopar allowud for subgoguent. adjustmenss to E E,C. arrangements,
‘The E,C.5,Ce Treaty in Many cases defines very strictly the way in
which the High Authority is to exercise its powers, leaving the
latter very little elbow-room. Thus eny appreciable alteration to
the substance of the E,C.S,C. arrungOﬂeﬂts requires ratification
by the Parliaments of the six member States: obviously this procedurs

will not be lightly resorted. to for partial and even minor amendments,

The High Authority's conclusion from the fore ggoing is that
the amalgamated Treaty must not simply be modelled on one of the
ex1st1ng three: it must be a svnthbsls of experience to date,

supplementlnb, improving and onitting as necessary.

Additional msans of nction reguired to institute a Community

industrial policy

In a section reviewing in thellioht of experience the means
of action open to E,C.S. C., the report states that additional
facilities will be needed to enzble a Community industrial policy,
incorporating policy on ensrgy and on iron and steel, to be adopted

following the merger of the Communities,.

The‘CommunIty must be able to play its full role, establishing
the preconditions for the modernization and regular expansion of
production throughout the Sommunity. It should be noted that the
E.C.5.C. and Euratonm Treeties, though deéling only with specified
basic sectors, explicitly aim at the launching of an industrial poliey
designed to stimulate economic expansion. The E.Z4C. Treaty contains

hardly any specific provisions concerning industrial development.
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‘ - The E.E.C. Commlssion recently embarked on preparatlons )
for formulating a medlum-term economlc polxoy, whigh w111 doubtleis
contamn many - constltuents for an iqaustrlal policy. Nevertheless,
w1th no speclflc Treaty prov;sxon for the recuzsxte machlnery and L
'pOWers, such a policy W111 perforce haVe to rely prlncmpally on'*v

vthe Governements' voluntarlly bo—ordinating thelr activ1t1es. B ;'f

N

‘ Here too, ‘theny" the Tréatxes are net ba51cally in conflict,
but rather mutually complementary.‘ ff e . e

A The ngh Authorlty lays spe 1al'ét;ess on the i€ S:p. e
Treaty s potentiallties 1n regard to the framing of a Community R
industrial polioy, and mentlons researoh policy as an example

Cat present a reSearoh policy backed by a sneclal budget is’ p0551ble
only in the sectors of nuclear energy and of. coal and steelqo

, Semllarly, the report mentxons the ‘High kuthorlty’s General '
Objectlves, ‘which furnlsh a ba51s for long—term planning of,productlon :
and capacity expanélon. In llne w1th these Gener Obaectlves, the ‘
High Authority 1ssues "oplnlons" on investment proaects, and ass&gts
some. of them with long~term loens. dlgh Anthorlty 1naustr1a1 1bané
granted over the past ten years total the enormous sum. of five hundred;
million dollar unlts of account (whlch represents, however, a bare ’
5% of the volume of capmtel expendlture during thms period)p Arrenge~fvo
ments of this kind could certalnly only be of the utmost value tc ks Aej
merged Communlty. ' ‘ Lo '

" One o»her very importent feature Qf the &fGaty of Parls is
that under the E. CaSeCo system the uommunlty rules dpoly direct to .
the enterprlses. The fact that the rules and their apollcatlon ars’ ;”* 
.thus 1ndissoclable is vztal to the conver51on of the separate natlonal -

AT

markets lnto a genulne Gommunlty market 2 it was, for 1nstanoe,

1 oy
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instrumental in bringing about that market transparency which is in

its turn to help eliminate all forms of discriminations

Again, the insistence on prior authorization of cartels and
concentrations has enabled competition to operate normzlly in highly
oligepolistic sectors, while at the same time allowing enterprises
to change in size, as they must, in order to keep pace with the
growth of the market and the mereh of technical progress. The
High Authority meaintains that at the merger of the Trecaties the
disparities hetween their respective rules of competition should be
ironed out; in addition, some of thess rules require amendment, znd

in not a few cases relaxation,

o

:

L,

Iu the matter of aids zand subsidisg, the «Co Treaty is

N

[¢

a

i
too rigid: the contingency of a structural declime in an industry wos
not foreseen, and insufficient scepe was =llowed for an area develop-

ment or redevelopment volicy.

The Treaty's most originsl innovation : the readaptation/redevelopment

system

The E;C.S.C. Treaty was focused in particulsr on one fundamental
requirement of the modern economy - that its basic components should
be all the time in process of change. The objcct was to ensure that
overall economic betterment should not involve socizl hardship for
particular sections of the population or for particular areas. The
Treaty cmpowers the High Authority to help finance the establishment
of new econonic activities where these offer alternative employment
for redundont miners or steelworkers. Through its policy of "readavtation'
(tiding over and retraining individual workers) =an4d redevelormant
(of areas in economic decline), the digh Authority has besn zble. te

play a notable part in the tackling of various regionzi problems,

The number of applicatiens for assistance with redevelopment
projects being scrutinized by B.{.S.C. is growing all the time. It nmay
be added that seldom has a new devarture in cconomic =nd socisal policy
excited so wide an interest, The idea has been taken up by legislators

in several other European countries.and in America,.
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The High Authority feels that upon the merger of the Communities
an effective industrial policy 'should incorporate, and go on from

the experience thus gaineda

Clearly, no such policy would be‘possible without 2 sound
financial basis. For this reason, financial autonomy is one of the
cornerstones of the whole E.C.S5.,Cs fabrice. As regards cost, the E.Ce8.Ca
levy at present stands at one-fifth of one per cent of the value of
production, But és regards policy, it is the bulwark of the Community's
independent opération. The future single Community will reguire a

gimilar financial basis.
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ACTION PROGRAMME

As a preliminary to the following sketch of the Community
measures the High authority considers will need to be taken in the
coal and steel sectors, it is recalled that botha are at present in
the midst of a process of swift and sweeping change requiring them

to adjusty; reorganize and modernize.

For the necessary alterations to 5o through smoothly, it
is vital to maintain a climate of stability (ﬂuly leavened by
competition), while at the same time promoting the change-over to
the new orgenizational structures without which the basic industries

would be unable to play their Proper part in overall expansion,

In the case of coal, the erosion of its markets by other
fuels has been in progress: since 1957. The position of the E.C.8.C,
coalfields is one of precarious balance preserved only thanks to a
variety of special arrangements instituted by the zuthorities, and
the great question is, what capacity should be maintained, for

reasons either of area.policy or of security of supply?

On the steel side, total production has doubled in ten years,
but major changes have been developing as regards access to raw
materizls, location of E.C.S.C. plants, production techniques and

patterns, and competition in the world market,

The General Objedtives and the structural changes in the Common Market

This year the High authority plans to tnke the step of

issuing Generzl Objectives for coal : consultations with experts

representing the producers, workers and comsumers and the Governments
are to begin in the nesr fﬁture. In this formidable undeptaking, it
will be guided by the broad outline for a Buropean energy policy laid
down in the inter-Government Protocol of April 21, 1964, and by the

indications therein given as to the main means (including more

especially subsidization) to be used in pursuing a policy of

co-ordination,



The High Authority will.de#dte pafticular attention to the
regional impact of the rationallzations and adjustuments needed in
the coalmining industry, endeavourihg both to forecast what form it
will take and 9o make appropriate provisidn‘for coping with it.

Regarding steel also, the General Objectives for 1970 are to
be issued this year; in these the High Authority will deal in parti-
cular with relations between economic growth and the business level
in the steel sector, and with comparatlve productlon and pricing
conditions in third countrles, in order to afford a fuller plcture
of competitive conditions in’ the world markets,

External relations and commercial policy

With the whole future of the coal and steel industries
1nvolved, ‘external relations and commercial policy are having to be
given very much greater prominence today than was provided for in the
Treaty of Paris. ' ‘ :

Closer relations will need to be established with the othef' .
parts of the world trading in Treaty products, in order to work towards
some degree of harmonization of competitive conditions in international
~ trade.

AS‘regards the emergent countries, of'whiph éﬁite a nﬁmbér are
among the Community industries' suppliers of raw materials, and some
are contemplating building up iron‘and éteéi planﬁs of their bwn; fhe
High Authority is anxious to settle with them how confllcts of |

interests can be avolided or ellmlnatedc~ ©

In addltlon, the ngh authority intends to pursue 1ts efforts to

qulp E.Cs S Ce to some extent W1th a common commercial policy. Steps

'already taken in the right dlrection 1nclude the co-ordination of 1mport
.pollcles in respect of plg—lron and steel from the East and the charglng
of practlcally the same dutles by all member countries on imports of steels
The aim must now be, through the Kennedy talles yto convert this latter
arrangement into a single unifled tariff, The High Authority w1ll act

in the negotiations as spokesman for the Governments, its purpose being

to bring the maaor producer and/or exporter countries' rates of duty closer

together at a moderate but not meaninglessly low level.
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Coal policy as vart ef a common energy policy

The High Authority's coal programme includes consultations
‘among the six Governments for the purpose, inter alia, eof agreeing

a concerted import policy.

The High Authority has also submitted a draft Community
procedure for State aids to cellieries. These can then bagin to be
.allocated,

At the same time, active efforts are to be made, in co=-opération
with the other Executives, to ascertain more accurately the potential

competition from natural gas.

A drive is to be mndertaken, with the assistance or encourager
ment of the High Authority, to improve the position of Community
coal, by various measures in connection with productivity, marketing

and fuel efficiencya

However, short df 1ining up the Treafies, it will not be
possible to make much progress towards ecuitably settling the

proklem of rules of competition among the different energy sources.

‘Action concerning steel

‘ In the High Authority's viéw, pressﬁre on prices must be
expécﬁed to develop the moment<thepe is a slackening in business
activity, whereupon there would‘aoubtless'be é widespread recrudescence
~in the E.C .8.C, market of the practice of aligning on third-country

quotationss.

The High authority intends to include in its gquarterly
"programmes with forecasts" fuller perticulars as to the development

of short-term market disturbances.
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Ls regards structural problems, special attention will be
devoted to the ratlonalizatlon of rolling schedules, a matter in

which E.C.S.C. enterprlseSfare poorly placed vis-2~-vis the major

-competitor countries, and to foundry pig-itron, indigenous production
of which is temporarily protected by a duty of #7.,00 per ton, but
is echeduled for rationalization along lines compatikle with the .

Treaty of Paris.

L"

The High authority also intends to continue its promotion of

- steel utilization, more papticularly Ly convening in 1965 another
Congress of the same kind as ﬁhétvheld in-October 1964 on the use

of steel in bullding. A number of resgarch projects are also to be
financed, and efforts will be nade to'put an end to a state of affairs
in which the devising of new uses for ateel tends to be hamgtrung by
inappropriate admlnistrative regulationse

The High Authority is fully alive to need for rationalization
in the iron-ore mines, for security eof iron-o6re supply, and for a

sound social and economic balance in the Community orefields.

Readaptation and redevelopment

The High Authority is expecting an appreciable rise in the
number‘of applications for its assistance in connection with industrial
redevelopment projects. A more systematic Dolncy=is needed here, to
be conducted in co-operation with natlonal experts, with E,E.C. and
with the European Investment Bank. The aim will ‘be to enable redevelop-
ment operations to be got under way in good time, to systematize'_
decisions on the location of industrial estatesy to build up a ccrpus
of detailed~material on successful past ventures in this field; and

50 Ons
In thus stepping up its activity in regard to rédevelopment -
erganizing credit facilities and advancing loans for the purpose =

the High Authority will of course not be payinzg any the less attention
to the parallel work of recadaptation: guite the contrary,
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Other social gquestions

The High authority emphasizes the urgent need for action to

raise the status of mining as an cccupation; it intends to make every

effort to secure agreement among those concerned on the clemeuts of

a Miners'! Charter,

It a&lso hopes to extend the functions of the joint employers?
and workers' committees, to promote the introduction of improved
training methods in line with the requirements of automatich and
technological progress, and to intensify and expand its activities
in comnnection with industrial safety and medicine. In addition,

it is planning to part-finance a sith workers' housing scheme.

Investmant and research

Loans raised by the High Luthority in 1964 totalled over
$125 million. With the proceeds, it was able to grant a number of
further loans, concentrated mainly on assisting projects deemed to be
of particular importance for the purpose of the General Cbjectives

(sintering plants, oxygen steelworks, etc.)

The High Authority is more than ever detcrmined to make the
fullest use of all opportunities afforded by the Treaty for encouraging

research of value to the Community,

In its policy on cartels =nd concentrations, the High authority's

great concern is with optimum enterprise size and structure, more

especlally as compared with the position in‘other parts of the world.

&s regards transport, the High Authority hopes to secuyre the
implementation of its Recommendnticn No. 1/61; this will help tp bring
about the necessary degree of market transparency for actiocr to be

taken to eliminate discriminations.
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CONCLUSIONS

, The central theme emerging from the High Authority's action

' prbgramme is that of steadily~advancing adjustment of the E.C.S.C.
industries to the changed conditions in a Community-wide market that

is beeoming more and more caught up in the compass of the world economye
The- implications of this policy of adjustment are twofdld. First, there
is acceptance ofi'a necessary trend,vmade inevitable by technological
progressy towards larger production units and larger markets, indeed |
larger economic areas altogethere Secondly, the trend is not merely
accepted, in a purely passive sense, but channelled in accordance

with the best interest both of the Community and of its cémponént
regions, and in harmony with the development of the world ecounony as

a whole.

Economic and institutional experience both serve to make clear
that this adjustment must be a steady, deliberate process based on
Community measures ahd Arrangements under common Institutions. For
althoﬁgh the 1iftingz of national barrieréyis of course a precondition
for a unified European economy, it has been fouﬁd to e far from
enough in itself. The stimulant afforded by the pooling oflCommunity
resources and by third-country competition is not always sufficient to
ensure technological advance and intelligent plenning of inveétmeht,
nor in particular does it do anything to obvi¢te the risk of abrupt
changes in setup 1ead1ng to serious dlfflcultios in particular industries
or partlcular arcas. Above and beyond these problems of investment, of
‘regional and social policy, of redevelopment and readaptation, the
situation has Succéssively'called for a common commefcial policy, &
common policy on cémpetitién, a common energy policyy & common research

policy geared to the needs of the twentieth century.
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Thus the High Authority's twelve years of experience and its
action programme for the future form 2 continuous progression
towards a greater and longer-term objective, which will in any event
have to be accepted when the Commupities are merged. On the agricul-
tural side common policy is taking shape’ on the industrisl side the
implementation of the E.C,5.0. Treaty has prepared the way for the

establishment of a Community-wide industrial market,
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