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THE ECSC AND WORLD STEEL TRADE

Recent criticisms of the Bwropoan Coal and Stecal Community's
commercial praoctice for steel, in particular by employers' and trade |,
union organisations in the American steal industry, make nocessary some |
further explanation of this pradt;oe and some comparison with that of
other steel producing countries. ‘

1, Steel in the Kennedy Round
The European Coal and Steel Community's High Authority has

' stated several times that it would wish the ECSC to participate in

the Kennedy Round and the Council of Miniaters.haa accopted in principle
to do so, Contrary to cartain statements the Community did participate
in the Dillon Round and would oxpeoct to do likewise for the Kennedy
Round. It should be born in mind that in drawing up lists of actual
concessions made in such negotiations the ECSC has already made very
considerable unilateral tariff cuts at the time of its inception. When .
it adopted its harmonised tariff et the end of the transitional period
in 1958, the Community acoepted rates well below the 14 % average whioh
it could have claimed in adopting the same system of tho mathematical
everage of member states' existing tariffs as was 2571i.0 v Jor the
. Rome Treaty for the EEC. This was an advance gesturec of coniidence in

' | world-wide free trade in steel which the High Authority hopes will now .

. be reciprocated in the Kennedy Round. This, 1% oconsiders, should arrive ;.
at a general harmonisation of the tariff levels of all the major steel
producing countries through a general reduction of the obstocles to .
trade in steel, | -~

2. How_the ECSC tariff has changgd

Now move is_tomporary

It 48 not cofract that a new permanent level of steel protece
tion for the ECSC has now been ostablished at an average of 9 %. The
presont 9 % level is tomporary And can only be applied so long as imports
of steel "infliot or threaten to inflict serious damage on groduction
within the common market". In e¢ffact the customs dutics of member
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ccuntries on steel remain exactly as thoy were bufore but a supplementary
amount is added to those of them which averaged less than 9 % (all but
the Italign) as & purely tomporary measure in the present exceptional
circunctances. As soon thoreforc as the Iigh Authority of the BECSC
considers thag ciroumgtances have changed and that imports are no longer
causing sorious damage it will call on member states to revert to thoir
normal lovel of customs duties. For the companion measure of a 37
apecific duty on foundry pig-iron the expiry date of 3lst December 1965
has elresdy been fixed. | |

| Increane 13 low

~ The 9 % protection, which was applied as from 15th February
1564, is thus spocifically a short-term safeoguard measure. As such the
High Authority, whioh has discrotionary power only to act for the
Community intersst in particular circumstances but not to direct commer-
clal policy in general, deliberately chose s firure for gupplementary
pretection phich would maintain competition by external producers on
the Cozmunity market at a hoalthy and effective level. Thus the Italian
tariff remained at its exiating level (and Italian importa from none
mecber countries accounted for 37 % of total ECSC imports in 1962 end
included by far the larger part of American exports to the Community
20 that the duty on them will not have changed at all) while the duties
of the other meﬁbor countries rose by approximately 2 points in the case
of Prance, from an average of 7 7, and about 3 points in the cames of
Benelux and Gormanye The ¢ffect of the increase was further reduced by
the foct that those duties consolidated within GATT, chiefly Benelux
oneg, wore left at their former levels.

Other countriea' tariffs highor

If 1t were not a tomporary meassure but an establisha. toriff,
a 9 % averare would still be low by comparison with the major stoel
tyading mations of the world. Thus British steel tariffs - with a builte-
in mochanisnm t0 incrsase protection as world prices drop - averags about.
14 ¢, Japanese tariffs are still higher at 15 %, and Unitod States
tariffs, lower than thoss previously tientioned, vary nonnthelgas betwoon
6 % and 12.5 %« 4 9 % tariff is lower than almost all those tariffs,
and thse ECSC harmoniged tariff - the normal tariff without the tenmporary
additional protection - is lower still. In fact when averaged over the

%2 y's imports im 1961 and 1962 the overall effect was of 6.1 %
o2 % Taspectively,.




3, ¥hy Action was necded

Drop in receipts < Invostments all-tims low

The move by the Hizh Authority to temporarily introduce
supploméntary protection for the Community steel market was prompted
by considerations of price rather than of volume. Although imporis
into the Comhunity in 1963 increased by one million tons of finished
products (from 2.4 million tons in 1962 to 3.4 million tons in 1963)"
« thus the biggest rise evor in a gingle year - it was the decline 4in
prices with its effects on the future development of Community steel
production which gave groatest cause for concern. Tho-receipts of
Community steel undertakings are estimated to have dropped by some
1o = 12 % 4n 1963 with the result that declarations of planned, investe
mont in steel totalled only alil‘millioﬁ'- the lowest recorded figure
in the history of the EC3{ &3 against $553 million in 1962 and over
$1000 million in 1960 and 1961.
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wWorld over-production and exports

A world surplus of steel « world oxooad'éapacify has been
estimated at nearly 74 million tons in 1962 - lies behind this Tall
in steol prices. Tho ECSC is the largest exporter of steel i: ihe
world with 9.4 million tons of finished steel (37.5 % share of the
world market) in 1962 so that itse producers would in any case feel
the effects of a world steel recession more than others (steol oxports
of tho USA 4in 1962 totalled 1.6 million tons or 6.3 % of the market).

Home prices cut

However the impact of low world market prices has not only
hit the exports of EC3C producers but their sales on the Community «
market too. Under the Community's market regulations, designed to .
prevent discrimination while maintéinlng maximum competition, iroducera %b
are required to publish thelr prices and permitted to sell below lom -
whon they can prove that a second and lower offer than their own ros
beon mede. When this can be shown they can align thoir offer on thi.
lower one. The second offer oan be that of another Community producer
(vhen his published price is lower) or that of & non-Community producer.
Through the process of downward alignment on the offers of importers
solling at the world market price an ever largerproportion of sales
on the Community market were made at these rockebottom prices. In order
then to maintain their position on the market some'Communitykproducers

" reduced their pudblished prices whioh still further increased the
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possibllitios for downward alignment dy other producers. In this way,
and with the low protection for iis market, the priceslevel for stoel
on the Community market closely followed the course of prices on_the

world market so that both for their exports and for their home market
sales, Community producers were operating at marginal priceas or even

at a loss. '

Otherp leas exposed .

This situation contrasts strikingly with that obsaining in
other steel producing countries including the USA, where home market
prices are effectively considerably higher than prices on the world
market. American firms can mointain home market prices at o level at
leent ha;ﬁ;gg:higpgggﬁin. and often still hirher, then world prices
by counting less on tariff protection to keep down ocompatition from
importers than on the general structure of the market and such factors
as the heavy cost of tranasport from the cosst to the intorior. British

and Japanese pricos are of course: protected in the firut plszce by
higher tariffs dut, on the internal market, price discipline in the
first instance, and trads agrooments in the second, restrict competie-
tion among home producers and ensure that prices are not undermined
by world market competition.

Community market‘ogen =_competition strong

The Community producers have neither the protection of tariffs
nor that of internal transport advantages of price agraameﬁta.‘The.
Community market is geographically one of the most opon in the world
with large ports aituated very close to all the major industrial regions
and cheap and efficieont transport facilities linking the two. At the
came time all forms of price agreements or cartels are striotly for-
bidden and rigorously controlled by the High Authority.

4. Doudble prices for whon ?

It is clear that praaent:ggglg maxket prices bear little
relationship to costs. The USSR in 1962 contiibuted 14 % of world trade
in steel and as a state~trading nation does not respeot the same norms |
as othexr countries in establishing its prices. Moat othor steol trading

‘countries, Britain with lo ¥ of world trade imn 1962, Japan with 11.8 %

and many of the new small producers can sell at a lower price on the
world market bocause prices on their home markets are protected and
thus higher. This is the origin of double prices.
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Lowvest price appliod

Community producers also have their bagsio price, which is theix
published list price representing their costs and the margia they can
hope to obtain on a compatitive home market. As the world's largest
exporters ¢f gteel they cannot however, through a refusal to out their

prices for exports, be expected to lose thoir traditional business,
often to competitors who are not planning to enter world markets pormaw

nently but simply to unload surplus production which ocannot be absorbed
immediately at homes Like their competitors they therefore roduce their
pricea on exports 0 as to hold on %0 markets and maintain production
levaels. But unlike their compétitora Connunity producars find that on
their own home market their published prices are inorcasingly rarely
applied baecause of the need to align down on foreign offers wmade on

the Comnunity market itself. Nothing could be better evidence of the

intensely offective competition to which Community producers are exposed.

They are salmost alone in the world in having to meet competition of
this order on their own market and they are thus almoat alone in the
world in not being able in practice to benefit from double prices
because their own list prices are so little represontative of the real
prioe level on the market whon alignment sproads.

Disadvuntage lass « ptimulus romains

The 9 % level of protection is intendod to_reduce the extent
of this disadvantare for Community producers while the world ateel
market remaina as unstable as it is at present, without taking away
the atimulns for the Community stoel industry to maintain itself as

¥

one of the most modern and competitive in the world. The Community marketfﬂ

thus remains very largely open to asteel importers - and by most standardaff
of comparigon exceptionally s0. -

s

5 A worldwide problem

Eastorn bloc a special case

The problems of the world steel trade are general and wide-
spread. It is pot Just a problem of Fastern bloo compotition, nor even
chiefly. Special msasures wore applied to this trade because it was a
speclial problem. Thus Eaatorn bloc trade is now controlled dy an annual

This exceptional troatment is Justified because the countries concerned
do not respect accopted rules of commercial prasctices

W

quota systems price alignments on Eastern offers have also been stoppeds



Traditional suppliers

Special measurcs are also provided for certain traditional
suppliers who may in spesial circumastances be given tariff quotgs:
this is chiefly for the benefit of those countries which offer products
of partioular quality and which are particularly dependent on astecl
exports to tho Community. Apart howover frop these two exceptions it

is a gonoral rroblem,.

Multilateral means for common problems

It is for this raezson that the High Authority has proposed
an International Conference on Steel, This would discuss conditions
of trade and try to encourage common astion. It would algo try to
undertake joint study of the likely development of supply and demand
in tho future. This is the longeterm solution to overproduction « the

fundanental cause of the present situation.

The ECSC hgs thus taken shorteterm temporary measuras to
preserve its own steel production in very difficult circumstances, and
it hasg also taken the initiative to propare with other ateel producer
and consumer nations a long-term nrrﬁngement for maintaining stability
on the world steel market. Heither atep ropresonts some form of
manoeuvring in advance of ths Kennedy Round. The temporary additional ;
protection has not altered the basic tariffs of the Community. The ' fﬁ
international conference rerresents & complementary move towards the '
pame objective as the tariff negotiations = the extension of trade in
fair and equal conditions.

6. Anti-dumping danrers
It has boen suggzested that it is difficult to verify whether -

—

or not EC3C producers are practising dumping since they do nrnot publish -

f.0.b. prices at the stoel mill. These prices are in faot published

by the staesl producers and are thus readily avallable. If there do

not exist independent agonoies in each producing country which also
publish these prices there does however exist the iigh Authority of the
ECSC whioh ocan supply relevant information in such cases. On the only
occasions in which Community producers have been acocused ofidumping in
the U3A they have beon acquitted without regerve. At the same tine no
anti-dumping proceedings have yet been opened by eny countfy in the EBCSC,
despite the major growth iniimports, mostly at very low prices. This
would seem to indicate a moro generous interpretation of what dumping
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involves and an appreciation of the danger to trade if anti~dumping
proceduros became & current pratitice.

7+ Hon-tariff barriors

Celefe 0Or f£40.be

The practice of calculating customs-duties on the basis
of cel.fe inastond of f.o.b, pricaz, ns in the USA, is in no woy .
excaeptionale. This is éccepted practice amongst the majority of the
worldt's trading nations, adopted by all the signatories to theo Brussels
tonvention on Customs Values. If however duty caloulated on & £.0.b.
basis 1s in theory lower, this is not always so in the casae of the
USA where customa authorities ars given a much wider margin of appre=
ciation when fixing the dutiable wvalue of goods than in countries whioch
have signed the Brussels Conventione.

Statea! sales taxes e« - Buy American

The Buropean Community is not slono either in having none
tariff barriers such as stamp duties and salea taxes. Although these
do not exist in the federal tax system in the USA they do exist in the S
individual Btates where thoy form & very large part of the state budgets.;ﬁ;
In an overall assaessment indirect taxes in the USA van be estimated E
as at about the same level as in tho Luxembourg or Nethsrlands budgets.
Since these taxes are only levied when sales are mada in the States
theﬁsalvas, the system is analogous to the Europoan practice of tax
remissions on exported goods. This cannot therefore be considexed as
an edvantage enjoyed exclusively by Community exporters. On the other i
hand advantages such as those given by the "Buy Amexican Aot" do not i
oxist in the European Coummunity,

Concluaion ‘ . ‘ -
Faiy Freo Trade for all ' ‘

The ECSC is the world's diggeat steol exporter and the second
largest importer. It has thorefore every intereost in seeing tho widest
measuré 6f free trade adopted by all steel trading countries. The High
Authority hopes that this can de achieved on fair and equal terms and in
full appreciation of all the ¢lementea which affect trading conditions.




