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SUMMARY

Under the Treaty of April 18, 1951, the term of office
of the High Authority of the ECSC was due to expire six years from
the introduction of the Common Market for coal. This date, Febru-
ary 10, 1959, fell some weeks after the first tariff cuts and
import quota increases of the General Common Market in the new
European Economic Community. In preparing its Report, which will
be laid before the Ordinary Session of the European Parliament in
April, the High Authority has tried to assess the contribution of
the first Community to European integration, the limiting factors
which have restricted its activities, and the tasks facing those
who will now have to assume the responsibilities conferred by the
Treaty.

A Record of Achievement

The Schuman Plan, from which the ECSC derives, had both
political and economic objectives: by means of the practical links
to be forged between France and Germany in a partnership open to
other countries, it was to make war between these two countries
materially impossible. The method adopted was, by initially con-
fining operations to two basic sectors, to furnish the countries
concerned with common bases for economic development, while at
the same time trying out an experiment in general integration.
Today, nine years after M. Schuman's original proposal, the record
of the European Coal and Steel Community stands as follows:

Barriers to trade in coal and steel have been abolished,
aids and subsidies have been progressively eliminated, rules of
non-discrimination have been applied, major changes in transport
rates have been made in order to align international with internal
schedules, and important changes have occurred in buying and sell-
ing systems: these are the major achievements on which the Common
Market for coal and steel is based.

It has succeeded in getting the High Authority's finan-
cial credit firmly established in the money markets of Europe and
America, it has assisted investment by issuing forecasts and tar-
gets as to requirements and the best means of meeting them, and it
has made funds available in order to promote research and assist
projects for building workers' houses: these are the ECSC's con-
tributions to expansion.



Its experience and its experts were closely connected with
the preparation of the new Common Market and Euratom Treaties, and
it has been internationally recognized as a new entity in relations
with European countries, the United States and European and inter-
national organizations - and so opened a way for the progress of
European unification.

Problem No. 1 - Coal Policy

The crisis through which the coalmining industry is pass-
ing today has been greatly aggravated by the mistakes made during
the boom period of 1954-57. The High Authority had no power to pre-
vent industry from having complete freedom to conclude contracts for
the importation of coal from third countries for anything up to
three years ahead. The people who are involved in the day-to-day
details of economic activity too often tend to project the present
into the future, visualizing indefinite expansion so long as busi-
ness is good, and permanent limitation of sales when it is bad.
(That is why the long-term forecasts worked out for the Community
as a whole are so important, permitting as they do a broader view
and greater impartiality than the individual enterprises are able
to obtain.)

These imports, contracted earlier at high prices are now
hampering both the sale of Community-mined coal and the cheaper im-
ports which could be secured today. Instead of allowing practically
unlimited freedom to import from third countries, some Governments
have imposed a ban on further contracts and a swinging duty on ton-
nages imported in excess of specified quota. Whatever the necessity
for such expedients, the High Authority is firmly convinced that a
real economic policy requires greater continuity and greater fore-
thought. Already during the boom it was seeking to arrange ways
and means of financing stocks in order to regularize the market and
avoid unemployment. It was, however, unable to obtain the requisite
unanimous consent of the Governments. So here too the High Author-
ity has had to resort to expedients and grant assistance, mainly
from the levy, to the collieries with the largest accumulations of
stocks, in order to prevent unduly sharp repercussions on employ-
ment in the industry.

These experiences should serve to persuade the Community
Governments to endorse the adoption of the policy consistently ad-
vocated by the High Authority, whereby the coal market would be
enabled to operate as freely as possible by means of a coordinated
system covering price policy and involving a certain minimum of cor-
rective mechanism. These latter are necessary if perpetual distur-
bances of the balance of the market by either production or imports
are to be avoided. The High Authority considers the aim should be
to bring down to a more uniform basis the cost to the importer of
freight charges for odd shipments and to ensure by as automatic a
process as possible that long-term import contracts are confined to
permanent regular requirements. Arrangements of this kind in
practice amount to a more effective coordination of trade policy
among the member-States than could be obtained in discussions round
a table.

To work out and lay down such a policy will be the prime
task of the High Authority in the coming weeks. This task becomes
all the more important in that it forms part of the formulation of
proposals for a coordinated policy for the entire energy sector.



The High Authority is working in close consultation with
the Executives of the other two Communities, the European Economic
Community and Euratom, in drawing up proposals for submission to the
Governments. There is no guestion of protecting one form of energy
against another: its purpose is to further the expansion of the eco-
nomies of the member States while at the same time safeguarding con-
tinuity of employment.

Price Policy and Marketing Regulations

In the coal market, the real question is whether arrange-
ments which represent a system dating from different period, or were
designed to meet a different situation, are today really in the best
interests of the coalmining industry and the men employed in it. The
days of the rigidly protected national market are over and so is the
guasi-monopoly of coal in the field of energy.

In an industry where investments take a long time to com-
plete and are expected to remain in service longer, it is absolutely
essential to have a long-term view of developments. Marketing meth-
ods must be made more flexible, in order to render the enterprises
more sensitive to the development of the energy market and to the
difference in the positions of the different branches of energy pro-
ductions. The application of these principles will require the
abilities, the constructive imagination and the goodwill of all con-
cerned.

In most of the Community countries vertical integration
occupies an important place in the structure of the coal and steel
market. This undoubtedly restricts the normal play of the market.
But it is no use trying to provide against such limitations simply
by imposing prohibitions. Whether integration is or is not econom-
ically advantageous will be demonstrated more clearly if the opera-
tion of the market is not distorted by artificial incentives result-
ing from the fiscal systems in force or the marketing system used.
Fiscal distortions are a matter in which the European Executives are
required to make strong representations to the Governments; with
regard to marketing methods the High Authority itself has very direct
responsibility. Both price policy and marketing regulations must be
aimed at ensuring that the integrated enterprises have a permanent
interest in putting on the market as plentiful and steady a flow of
supplies as possible by producing at a rate independent of their own
requirements.

Subject to the Treaty's safeguards against runaway price
inflation and the collapse of the market, greater mobility in the
market must be achieved through regular incentives to independent
action: these are, in the High Authority's view, more likely to be
effective than the repression, necessary though that is also, of
cartels overt or covert.

Towards a Common Financial and Economic Policy

The fusion of the markets and the balance which this re-
quires between the levels of prices charged come up against a prac-
tically insuperable barrier if Governments, finding themselves un-
able to take direct decisions on prices, bring to bear forms of
pressure still open to them in order to prevent or delay the adjust-
ments involved by changes in production costs or in the state of the
market, Such action is incompatible with their obligations. DMore-~
over, it fails to meet certain vital requirements of the national
economies,



The contribution of the Community is that, in place of
unilateral action by Governments, it has built up institutions in
which the broad aspects and details of these problems can be dealt
with jointly in discussions where the principles of a rational eco-
nomic policy, the interests of Europe as a whole, and yet at the
same time the special needs of the individual national economies,
are all given due consideration.

Recent events have brought out clearly the difference in
position between the sectors already incorporated in a Common Market
and the sectors which are only to be brought in gradually as time
goes on. The difficulties specifically attaching to partial inte-
gration may be expected to diminish as integration is progressively
extended to cover the whole of the economy. They would only dis-
appear completely with the emergence of a common economic and finan-
cial policy: that, however, is a development which can come about
only through a strengthening of the political will to go on to
greater unity.

The ECSC's role as a stepping-stone to general economic
integration and the political unity of Europe has by no means run
its course. The Common Market Treaty will continue to produce
repercussions upon the Coal and Steel Treaty. Conversely, certain
specific problems that have been fully recognized for coal and steel
are also liable to arise in other industries, although the Treaty of
Rome provides no possibilities for direct or specific action to deal
with them. These problems throw light on the way in which the Coal
and Steel Treaty could at a later stage affect the Common Market
Treaty. It is from this kind of interaction that we may perhaps
discern the final form of the European economic organization into
which the Communities will merge. For the present, they have suf-
ficient common ground, and sufficient matters of common concern, to
warrant the cooperation instituted between them, which will become
closer as the new Communities complete their organization. Even so,
it is important that that cooperation should not be hampered by
geographical dispersal, which makes it more difficult to achieve
proper coordination in the work for European unification.

INSTITUTIONS AND EXTERNAL RELATIONS

The institutions of the European Coal and Steel Community,
which had formed since 1952 the first core of a political framework
for Europe, have facilitated the process of broadening the field of
economic integration which was decided upon at Rome on March 25,
1957, by the signing of the Treaties establishing a European Eco-
nomic Community and a European Atomic Energy Community.

The Common Assembly and the Court of Justice of the ECSC
have been transformed into a single Parliament and a single Court
of Justice with jurisdiction in respect of all three Communities,
in accordance with the provisions of the Convention relating to
Certain Institutions Common to the European Communities which is
annexed to the Treaties of Rome.

The High Authority for its part has applied itself to
working out the best ways and means of ensuring effective coopera-
tion with the Commissions of the new Communities. Inter-Executive
working groups now meet regularly. Common services have been or
are in process of being set up (Legal Division, Statistics Division,
Information Service). Organic liaison arrangements have been



instituted between the other departments, and certain tasks are
now performed by one Executive on behalf of the others. By these
various means duplication of administrative and technical work is
avoided as far as possible.

At the same time, the High Authority has continued its
endeavors to establish still closer relations with non-member coun-
tries and international organizations. More particularly, it took
part in the negotiations in OEEC for the institution of a European
Economic Association (free trade area). In relations with certain
non-member countries problems over imports of coal into the Com-
munity loomed large: in an effort to resolve them, the High
Authority urged the coordination of the trade policies of the mem-
ber States.

THE SITUATION IN THE COMMON MARKET AND THE ACTION

OF THE HIGH AUTHORITY

The Trend in the Common Market for Coal

The situation in the Common Market for coal has become
grave. The year 1958 was marked by a decline in demand as against
1957, reflecting a savage fall of something like 35 million metric
tons in apparent consumption, although the fall in real consumption
over the same period was only about 15 million tons.

The drop is due to two main sets of factors:

(a) changes in consumers' stocks, taking the form of a running
down of stocks by some consumers following widespread stock-
piling during 1957;

(b) a slowing-down in the rate of expansion, coupled with a
structural fall in consumption in certain sectors (rail-
ways, gasworks, various industries) due to competition from
oil and gas and to a reduction in specific consumption.

Over and above the competition from oil and other sources
of energy, there is competition from American coal, imported first
of all under long-term contracts some of which were concluded as
long ago as 1956, and also under charterings for single voyages at
low freight rates, which have the advantage to the importer of low-
ering the average of the freight charges.

The combination of all these factors has resulted in an
exceptional accumulation of pithead stocks, particularly in Belgium
and Germany, so that it has been necessary to introduce short-time
working, and heavy financial burdens have fallen upon the enter-
prises.

Hard-=Coal production

1957 1958 Difference
(*000 metric tons)
Germany (Fed. Rep.) 133 156 132 582 -0.4%
Saar 16 455 16 423 -0.2%
Belgium 29 08¢ 27 057 -7.0%
France 56 795 57 711 +1.6%
Italy 1 019 716 -29.7%
Netherlands 11 376 11 881 +4 . 4%

Community 247 888 246 370 ~0.6%



Only a very rough comparison is at present possible be-
tween the production of the Community and that of the other major
coal-producing areas of the world. Figures so far available give
the following table:

(1000, 000 metric tons)

1957 1958 Difference
Community 247.9 246.4 -0.6%
U.K, 227.2 219.3 -3.5%
U.S.A. 467.6 374.0 -20.0%
U.s5.S.R. 327.0 350.0 +7.0%
Poland 94,1 95.0 +1.0%
China 130.7 270.0 +106.6%

Coke production decreased by 3.6% (74.4 million metric
tons in 1958 as against 77.2 million in 1957).

Both internal and external trade in hard coal and coke
fell off appreciably. Hard~coal imports from third countries, in
particular, fell from 44 million metric tons in 1957 to 31 million
in 1958.

Stocks of hard coal rose from 7.3 million metric tons at
the end of 1957 to 24.7 million at the end of 1958, and stocks of
coke from 1.7 million to 6.9 million.

At the beginning of 1959 coal prices were reduced in Bel-

gium and in the Netherlands; in France and the Saar they were in-
creased by approximately 1l1% following the devaluation of the franc.

The High Authority's Work in the Coal Sector

In face of the difficulties in the coal market, the High
Authority has, since early in 1958, been making every effort

(a) +to interpret the rules of the market with the maximum of
flexibility compatible with the Treaty (alignment of prices,
rebates on list prices);

(b) +to regularize imports (census of import contracts and charter
parties, "mutual aid" in favor of Germany and Belgium when
they introduced restrictions on imports from third countries);

(c) to stabilize sales (long-term contracts for the sale of coal
by the Ruhr agencies, regularization of coal purchases by
public utilities and sexrvices);

(d) to stabilize production and employment by a system of financ-
ing stocks (the financial arrangements proposed by the High
Authority to assist the stockpiling of saleable grades were
rejected by the Council of Ministers in June and October
1958; a scheme for assistance out of the High Authority's
own funds was approved in November) .

In addition, the High Authority last October put forward
a number of proposals for action in connection with production,
conditions of sale, consumption and imports. On imports, the High




Authority asked the member States to do everything in their power
to see that the proportion of Community coal in purchasers' over-
all procurements of solid fuels during the coal year 1958-59 re-
mained at least equal to the amounts bought during the preceding
boom period. The aim was thus to increase deliveries of Community
coal in replacement of coal imported from third countries.

The High Authority further proposed a permanent harmoni-
zation of import policies. Up to now, the Council has agreed only
to the setting-up of a permanent Committee to collate information
on imports.

The High Authority has watched over the implementation of
those of its proposed measures which have been adopted by the
Governments. It has been in bilateral contact with some of the
Governments. Following discussions with the Government of the
Federal Republic of Germany, it conveyed to the latter on January
28, 1959, a recommendation to the effect that a temporary duty, of
not more than DM 20 per ton, should be imposed on all imports of
coal from third countries in excess of a fixed duty-free quota.

Reorganization of the Belgian Coalmining Industry

Since the end of the transition period on February 9,
1958, compensation payments by the High Authority to the Belgian
coalmining industry have ceased. The High Authority pointed out
at that time that it was essential that a thoroughgoing reorganiza-
tion program be drawn up without loss of time. The Belgian Govern-
ment has assigned this task to a group of experts set up within the
Conseil National des Charbonnages.

The High Authority during 1958 repeatedly reminded the
Belgian Government that under Section 26,4 of the Convention sub-
sidies and the tonnages subsidized required its (the High Author-
ity's) approval. It particularly emphasized that any subsidies
granted by the Belgian Government were to be progressively scaled
down and finally abolished. In a statement on January 13, 1959,
the Belgian Government announced its decision to frame a program
of regularly-decreasing subsidies for the coming years. Economic
assistance paid during 1958 totalled approximately Bfr. S00 mil-
lion: under the Belgian Government's decisions the amount is to
go down to Bfr.800 million in 1959, Bfr. 600 million in 1960, Bfr.
400 million in 1961, Bfr. 200 million in 1962, and nil from 1963
onwards. In accordance with the law of January 24, 1958, the sub-
sidies will be paid through the Conseil National des Charbonnages,
which is expected to supervise their utilization. To introduce
this scheme, the Belgian Government must, under the terms of the
Treaty, obtain the authorization of the High Authority, which in
its turn must consult the Council of Ministers.

The High Authority has already had occasion to stress that
it regards as most unfortunate the failure to take advantage of
the boom period to introduce the necessary measures of reorganiza-
tion in the Belgian coalmining industry. It notes with satisfac-
tion, however, that the Belgian Government and coalowners have
finally come to grips with the problem, now at a crucial stage
with detailed reorganization program for each coalfield being
worked out in the Conseil National des Charbonnages.

After it has had the opportunity to study these programs,
the High Authority will finally decide whether it agrees to the
payment of subsidies and what assistance it is prepared to give
for the re-employment and resettlement (readaption) of miners who
lose their jobs. :



Steel Production and Raw Materials

The result to date of the slowing~down in the rate of eco-
nomic expansion has been a slight falling-off in iron and steel
production and a marked easing of the previous tightness in the
supply of raw materials, which has made it possible, inter alia,
to do away with the compensation scheme for imported scrap.

However, in the long term or in the event of a quick up-
turn in industrial expansion, certain problems of scrap supply may
arise again, though with diminishing acuteness insofar as the ex-
pected increase in the ratio of pig-iron to scrap is achieved from
1959 onwards. In the longer term, it also remains true, as has
been observed on various occasions in the past, that from the mid-
1960s the Community will need to make sure of obtaining, on as
advantageocus terms as possible, considerably increased supplies of
iron ore from external sources.

Steel production in 1958 was 3% below the record level
reached in 1957. Rezl consumption of steel, on the other hand,
appears to have increased by about 3%, to judge from the increase
in industrial production, with which it is always very closely
linked.

Steel production

1957 1958 Difference
('000 metric tons)

Germany (Fed. Rep.) 24 508 22 785 ~7.0%
Saar 3 452 3 485 +0.6%
Belgium 6 267 6 005 -4.2%
France 14 106 14 590 +3.5%
Ttaly 6 766 6 270 -7.7%
Luxembourg 3 493 3 380 -3.3%
Netherlands 1 183 1 435 +21.1%

Community 59 775 57 950 -3.1%

This contrast in trends is not due to any decline in
steel exports, which indeed reached a new record level in 1958.
It is due to the rundown of stocks which has been in progress in
the Community since the second quarter of 1958, with producers,
dealers and consumers all working off their accumulated stocks at
the same time, though not at the same rate.

Producers' stocks in the Community as a whole, which were
about normal until mid-1957, thereafter increased up to the end of
the first quarter of 1958. They remained more or less unchanged
for the following three months, until the middle of the year,
since when they have been slowly decreasing. Dealers' stocks
have followed much the same trend, rising from the middle of 1957
to the end of the first quarter of 1958, remaining stable during
the second quarter, and since then going down.

The biggest changes, however, have been in consumers'
stocks, which incidentally represent the largest proportion of the
total. As far as it is possible to estimate these, they reached
their highest level at the end of the first quarter of 1958.



Since the second quarter they have been falling fairly steeply:
towards the end of the year this trend became still more marked,
and it seems likely to continue during the first quarter of 1959.
It would appear to represent an adjustment of the level of stocks
to an easier supply situation, after two decades in which, with
two short intervals, the demand for steel always exceeded the

supply.

If production has had to be cut back somewhat to allow
for the rundown of stocks, the market, as reflected by the flow of
new orders to the iron and steel industry, has been very much hard-
er hit, owing to the shrinkage of order-books and consequent short-
ening of delivery dates. Following the transition from a seller's
to a buyer's market, and more particularly the appreciable shorten-
ing of delivery dates, consumers, who had previously sought to make
sure of their supplies by placing orders well in advance, and even
ordering larger tonnages than they really needed, sharply reduced
the volume of their new orders and began instead to draw upon their
own stocks of steel and their older orders which had been piling up
on the books at the works. Orders in hand thus dropped from the
record total of 15.2 million metric tons at the end of 1956 to 12.8
million at the end of 1957 and 8.7 million at the end of 1958.
Except in France and the Saar, where they still represent three
months' deliveries, they are now down in all the countries of the
Community to two or two and a half months, slightly lower than the
level during the minor recession of 1953-54,

This state of affairs is due primarily to the trend in
orders from within the Community: these were 5 million metric tons
lower in 1958 than in 1957, whereas orders from third countries
were actually 2 million tons higher, almost up to the peak figure
of 1956.

This deterioration in the internal steel market following
the running-down of stocks, and the resulting repercussions on the
coal situation, impelled the High Authority to make representations
to the Governments, in accordance with Article 57 of the Treaty,
urging them to keep up, and if possible step up, the flow of orders
to the iron and steel industry from those steel-consuming sectors
which they were in a position to influence either directly or in-
directly.

Exports to third countries were still higher than new
orders from them, so that the oxder-book for these countries con-
tinued to shrink. The need to meet internal Community require-
ments was no longer so pressing as to interfere with exports, and
these accordingly achieved a new record in 1958 by tonnages de-
livered, though not by value, since prices were considerably lower
than in 1956.

Within the Community the f£all in prices was less marked,
though substantial enough in the Benelux countries and Italy. The
reductions in list prices are, moreover, accentuated by the fact
that more and more firms are aligning their cquotations on those of
their cheapest competitors.
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Woxrld steel production

( ,000,000 metric tons)
1957 1958 1957 1958

U.S.A, 102.3 76.9 34.9% 28.1%
Community 59.8 58.0 20.4% 21.2%
U.S.S.R. 51.0 54.9 17.4% 20.1%
U.K. 22.1 19.9 7.5% 7.3%
Eastern Europe 16.2 17.4 5.5% 6.4%
Japan 12.6 12.1 4. 3% 4,4%
China 5.3 11.0 1.8% 4.0%
Other areas _24.0 23.3 8.2% 8.5%

WORLD 293.3 273.5 100.0% 100.0%

Towards a Coordinated Energy Policy

The High Authority's Seventh Report includes an account of
the studies carried out to date, in several stages, on the whole
range of problems connected with energy. It recalls that, by the
terms of the Council of Ministers' protocol instructing it to ar-
range for such studies to be made, it is required to submit to the
Council proposals based on the proceedings of the Joint Committee
(High Authority-Council of Ministers) set up to examine energy
policy. As at the time of going to press the Committee had not
yet produced a full report, the High Authority will be unable to
tell the European Parliament what attitude it plans to adopt on
this question. Moreover, since the installation of the new Commun-
ities energy problems have been regularly discussed at inter-
Executive meetings, and when the High Authority does ultimately
submit proposals to the Council concerning the general principles
for a coordinated energy policy and practical measures to deal with
the most urgent problems likely to arise in the next few years, it
will do so jointly with the EEC and Euratom Commissions.

As long ago as 1953 the Council of Ministers emphasized
the interdependence of the general policy of expansion and the
policy pursued in the coalmining and iron and steel industries.

The Joint Committee, consisting of representatives of the
member Governments and of the High Authority, with the Director of
the High Authority's Economic Affairs Division as chairman, was set
up to institute a permanent system of examination and cooperation.
The Committee embarked in 1955 upon studies of

(a) the prospects and conditions for economic expansion;

(b) the prospects and conditions for the development of
consumption of the different forms of energy;

(c) the problem of distortions in competition among the
different sources of energy.

Its work on these questions resulted in 1957 in the publi-
cation of a "Study on the Structure and Trends of the Energy Econ-
omy in the Community Countries."



-11-

As a result of its activities, a Protocol on ways and
means of ensuring a coordinated energy policy was concluded between
the Council of Ministers and the High Authority, as proposed in the
Report of the Heads of Delegations to the Intergovernmental Commit-
tee set up following the Messina Conference. It laid down that

"the action required to help ensure that Europe is
kept properly supplied with energy must aim in
particular at:

(a) drawing up long-term forecasts of resources
and requirements;

(b) establishing how investment in the energy
sector can be most economically effected and
the best use got out of the plant installed;

(c) coordinating the energy policy (including
trade with third countries) and the general
economic policy of each country."

To carry out these instructions, the High Authority and
the Council agreed on a number of decisions, the most important of
which are outlined below.

The High Authority was to conduct the studies in consul-
tation with the Joint Committee. It was also to endeavor, in co-
operation with the EEC and Euratom Commissions, to work out how
the three bodies might most effectively join in examining matters
of concern to them all.

The Joint Committee was to submit periodic reports, accom-
panied by proposals concerning the short, medium and long-term
energy balance required and the best means of achieving it.

On the basis of the Joint Committee's reports, the High
Authority was to submit to the Council of Ministers general indi-
cations in regard to energy policy, suggestions as to how such a
policy might be put into practice, and a list of specific measures
it considered desirable. Since January 1, 1958, members of the
staff of both the EEC and Euratom have been on the Joint Committee.
The study programs on which the Committee's report is to be based
provide in particular for

(a) forecasts and indications of the general
expansion of the economies;

(p) energy balance-sheets for the current and
previous years;

(c) short and long-term forecasts of energy
requirements and supply:;

(d) facts and figures on the investment neces-
sary in energy production.

Implementation of the Rules of the Common Market

As the Common Market for coal and steel has been fully
operative since the end of the transition period, the main problems
which the High Authority is now required to tackle are those in
connection with the long-term trend of requirements and production.
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Although its attention and activities during 1958 were chiefly
concentrated on coal problems and on energy policy, it also car-
ried on its day-to-day work of supervising the operation of the
market.

As regards the rules of competition, the High Authority
extended to certain special steels the system of requiring price
lists to be published, and examined the problems arising in con-
nection with price alignment in the coal and steel markets.

As regards cartels, the total number of cases dealt with
under Article 65 from the introduction of the Common Market up to
February 1, 1959, was 123, of which 83 were examined following
applications for authorization, and 40 were taken up by the High
Authority on its own initiative.

The High Authority finally, after three years of experience
from the date of issuing its authorizations in February 1956, came
to the conclusion that the Ruhr coal-selling system, as it was
operating in practice, was not in conformity with the terms of
those authorizations and had not come up to the expectations enter-
tained when they were granted.

The three selling agencies had not followed independent
sales policies: on the contrary, a uniform selling system had been
maintained, in defiance of the Treaty. The High Authority, which
is about to extend its authorizations for a further year, is accord-
ingly now introducing certain additional stipulations.

As regards concentrations, the total number of cases gone
into under Article 66 from the introduction of the Common Market
up to February 1, 1959, was 116, of which 57 were examined follow-
ing applications for authorization, and 59 examined by the High
Authority on its own initiative.

In rail transport, the High Authority continued its work
under Section 10 of the Convention for "the elimination of dis-
criminatory practices contrary to the provisions of paragraph 2 of
Article 70" and "the examination of the prices and conditions of
transport of every kind applied to cocal and steel by the different
types of transport, in order to harmonize these prices and condi-
tions within the Community as far as may be necessary for proper
functioning of the Common Market, taking into account, among other
elements, the real cost of transport.”

In inland water transport, an agreement with the Swiss
Government was initialled on September 26, 1958, associating
Switzerland with the agreement on Rhine river transport concluded
on July 9, 1957. No agreement has as yet been concluded regarding
transport on waterways of the Rhine, or on road haulage.

THE LONG-TERM DEVELOPMENT OF THE COMMON MARKET

Investment

The Sixth General Report on the Activities of the Commun-
ity, published in April, 1958, gave some details on the survey of
investments completed, in hand and planned at January 1, 1258. The
full results of the survey were later published in a report tracing
the development of capital expenditure and production capacity
since 1952, and setting forth the enterprises' forecasts for the
coming years.
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These results confirm what the first analysis seemed to
suggest: capital expenditure in all the industries of the Commun-
ity reached a record level in 1957, while the forecasts for 1958
are somewhat lower than those drawn up a year earlier for 1957,

It should be borne in mind that forecasts on January 1 for
the coming year and the year after never accurately represent the
figures in fact recorded at the end of the year concerned. Fore-~
casts two years ahead are incomplete, while forecasts for the com-
ing year are nearly always over-optimistic. Thus in the coalmining
industry actual expenditure during each of the years 1954 to 1957
averaged only approximately 80% of the forecast made at the begin-
ning of that year, while in the iron and steel industry it amounted
for the four years to 73%, 80%, 87% and 89% respectively. This
disparity is due principally to the fact that the forecasts cover
both projects in hand (which are practically certain to be com-
pleted), projects decided upon (on which the enterprise may al-
ways have second thoughts) and projects merely contemplated: in
the iron and steel industry projects of this last type are so prob-
lematical that they have had to be omitted from the figures pub-
lished in the annual surveys and listed below.

Investment Expenditure
(*000,000 dollars)

Estimated
Actual expenditure expenditure
as per accounts at January 1, 1958| as at Janu-
ary 1, 1958
1952 1953 | 1954 | 1955| 1956 | 1957 1958 1959
Coalmining
industry 505 489l)| 450| 416| 4091)| 484 | 597 | 482
Iron-ore mines 29 28 30 31 441) 48 54 45
Iron and steel 1) 2) 2)
industry 545| 542 453 524| 570 710 665 421
Total 1079{10591)| 933 | 971}10231)| 1242 | 1316 948

Declaration of Investment Projects

Between January 1, 1956, and December 31, 1958, 320
declarations in all, relating to 490 capital projects, were sub-
mitted to the High Authority.

No. of No. of

declarations projects
'1st six months, 1956 73 109
| 2nd six months, 1956 50 100
|lst six months, 1957 57 82
i2nd six months, 1957 44 49
ilst six months, 1958 61 95
‘2nd six months, 1958 35 55
I Total 320 490

1) Corrected figures (as against figures in Sixth Report).
2) Expenditure only on projects started and approved as at January
1, 1958.
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The overall value of the projects declared had fallen from
852 million dollars in 1956 to 454 million in 1957, but rose again
to 677 million in 1958. 1In view of the length of time which in-
vestment projects take to complete, particularly in the coalmining
industry, it will probsbly be several years before the effect of
these fluctuations is reflected in the actual expenditure and the
rate of increase in production capacity. The essential point re-
mains that the industries are giving proof now of their faith in
the future, whatever temporary setbacks may occur in business
activity.

Amounts involved in projects declared
lst 2nd 1lst 2nd 1st 2nd
half half half half half half
1956 1956 | 1957 1957 1058 1958
Coalminin

industryl) 133 72 o8 79 229 22
Iron-ore mines 7 2 2 232) 15 1

Iron and steel
industry 243 395 165 87 256 154
Total 383 469 265 1892) 500 177

As regards financing of investment, a loan of ,$50 million
was contracted with a syndicate of banks in New York on June 24,
1958. This was then re-lent as follows:

- $28 million to the coalmining industry:
- § 3 million to the iron-ore mines;
- $19 million to the iron and steel industry.

Technical Research

As regards coal, the High Authority in September, 1958 de-
cided to set aside

(1) $850,000 for research on the development of a universal
tunnelling-machine;

(2) $1,668,800 for research on the effects of rock pressure on
undexground workings;

(3) $545,900 for research on instantaneous outbursts of gas in
coal mines.

As regards steel, the High Authority approved a grant of
$1, 200,000 for research on direct reduction of iron-ore, including
more particularly shaft-furnace and rotary-furnace reduction pro-
cesses,

1) 1Including brown-coal brigquetting plants and plants producing
low-temperature brown-coal coke.

2) Corrected figures.
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The High Authority also decided to grant financial assist-
ance to a total of not more than $5 million to the Bureau Minier
de la France d'Outre-Mer for a five-year program of prospection for
iron and manganese ore in certain African States and territories.
This grant forms part of the High Authority's plans for assuring
the Community's raw-material supplies on a long-term basis.

As air pollution in industrial areas, always a matter of
concern to the public health authorities, has suddenly become a
good deal more serious owing to the rapid increase in the use of
oxygen in the Bessemer converter (which spreads large quantities
of brown fumes over wider areas), the High Authority decided to

make available the sum of $475,000 for research to meet this
menace,

LABOR PROBLEMS

Employment

The falling-off in economic activity during the first nine
months of 1958 affected employment everywhere, but in widely-vary-
ing degrees in the different countries, areas and sectors of
industry.

CHANGES IN NUMBER OF WORKERS EMPLOYED IN THE COMMUNITY INDUSTRIES

January-September January-September
1957 1958

Coalmining industry +12 900 - 30 500
Undexground workers +11 000 - 22 100
Other workers + 2 100 - 4 400
Apprentices - 2 400 - 5 000
Clerical, technical and

administrative staff + 2 200 + 1 000
\Iron and steel industry +22 100 - 8 800
lWbrkers + 18 200 - 10 400
|Apprentices + 800 + 400
|clerical, technical and

1administrative staff + 3 100 + 1 200
'Iron-ore mines + 1 400 - 2 100
Workers + 1 200 - 2100
{Apprentices - 200 - 200
‘Clerical, technical and

iadministrative staff + 400 + 400
i

Total ECSC 4+ 36 400 - 41 400
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Rezdaption Assistance

Assistance under the provisions concerning readaption can
still be granted during the two years following the expiry of the
transition period on February 10, 1958, but before doing so the
High Authority is required to obtain the agreement of the Council
of Ministers.

This has been forthcoming for all applications received
for such assistance since that date. These have covered the
workers of 15 enterprises:

6 Belgian collieries,
3 French collieries,
1 Italian colliery,

2 French steelworks,
4 Ttalian steelworks.

Housing Assistance

By January 1, 1959, the High Authority had approved
arrangements for the financing of 34,401 housing units, costing
in all nearly $180 million; of the total, 18,351 units were al-
ready completed and 11,762 under construction. Credits already
allotted by the High Authority for housing totalled $55,800,000;
the remaining funds came from other sources. (1)

Of the 34,401 housing units, 19,164 were intended to be
rented and 15,237 to be available for ultimate ownership by their
occupants.

Continuing its policy of helping with the building of
workers' houses, the High Authority has decided to launch a third
house~building program covering 18,000 - 20,000 units, for which
it will set aside $15 million out of its own funds for expenditure
in 1959 and 1960. This sum will be supplemented by further funds
raised on the national money markets, so that the direct and in-
direct contribution of the High Authority will amount to between
30 and 40 million dollars. The total value of this third house-
building program will amount to some $100 million.

Industrial Health and Medicine

During 1958 the first four-year research program in the
field of industrial health and medicine went forward satisfactorily,
and a second program was begun on industrial health and safety.

Cooperation continued with international organizations,
including particularly the International Labor Office, with the
other European Communities, and with non-member countries.

The United Kingdom and Austria now send experts to the
meetings of the scientific committees, thereby broadening the
field of reference.

(1) See page 18.
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Industrial Safety

The Mines Safety Commission set up by the Governments and
the High Authority to continue the work initiated by the Confer-
ence on Safety in Coalmines in 1956, is now drawing up the first
of the annual reports which it is required by its terms of refer-
ence to submit to the Council of Ministers and the High Authority.

As well as recording the actual work of the Commission,
the report will contain an account of developments in the field
of safety in the coalmining industries of the member countries,
and examine the accident statistics of these industries.

High Authority Studies and Publications

The General Report lists the various publications on labor
problems which the High Authority hopes to produce during 1959.

The brief listing cannot, however, give an adequate idea
of the broad scope of the tasks planned by the High Authority for
the development of its labor policy.

The High Authority takes the opportunity to emphasize that
its study, information and documentation work is not an end in
itself, but is designed to provide guidance for all those directly
concerned in the Community, and first and foremost for the High
Authority itself, which invariably takes into consideration in all
its decisions for the smooth operation of the Common Market, the
social objectives of the Community. Moreover, these activities
are intended td encourage discussions between employers and work-
ers, to prompt Governments to take action, and, more generally,
to promote actian likely to produce improvements in living and
working conditions. They are gradually getting all sides of
industry into the habit of looking at what needs to be done from
the Community, as well as the purely national, angle.

The development thus started is bringing far-reaching
changes in the ways of thought, the modes of action and even the
actual structure of the employers' and workers' organizations.

It will undoubtedly be fostered by the continuing activities of
the three European Communities, and the High Authority trusts
that the cooperatiaon of the European Executives will increasingly
strengthen this trend.



POSITICN OF BUILDING OPERATIONS UNDER THE FOUR E.C.S.C. - SPONSORED WORKERS'

AS AT JANUARY 1, 19591)

HOUSING SCHEMES

TUnits Units of which

Country planned financed awaiting
start of cperations bullding ccmpleted

Germany 25 200 2h 320 1 606 6 874 15 840
Saar 1 060 898 85 718 95
Belgium 2 850 1 920 156 665 1 099
France L 350 3 231 806 1 692 733
Italy 1 168 392 324 - 68

2 000 (2) 2 32 821 1 290 231
Luxembourg 125 > - 25 50
Netherlands 1 30L 1 223 koo ko8 235
COMMUNITY 37 997 34 401 L 288 11 762 18 351

1)

First and second experimental bullding schemes;
first and second building schemes with Higk Authority lcans.

2)
INA Cesa program.



