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THE EUROPEAN COAL AND STEEL COMMUNITY
PAST EXPERIENCE AND FUTURE PROSPECTS

Mo Chanrman, Gentlomoen

Hoas with the greatest pleasure that T oaddress you

here today, and 1T want to offer the Foreign Policy

Society my osincere thanks for the opportunity to
speak to vou of the experience we have had in the
Caal and Steel Community dunimg the past five
vears and ol the significance of this experience for
the bhuiding of a unmted Lurope. | want to thank you
e particular, Mo President. You have lollowed the
progress of the Community since it came into being.
Somelimes vou have been encouraging, sometimes
vou have been critical, bul alwavs von have spoken
and acted i the spittt ol a genume and convinced
European,

My task today s made casier by the lact that 1
am talking to an audicnce which is well aware
ol the problems facing Lurope. T am also in a coun-
try which vight from the start has shown its interest
m the Coal and Steel Comanunity by accrediting a
Diplomatic Delegation Lo the Fhigh Authority in
Luxembourg, and which, I know, is greally inter-
ested in further developments in Europe,




The existence of the Danish Delegation to the High
Authority in Luxembourg means that we are in con-
stant touch with your Government, We have also
frequent contacts in GATT and the. OEEC, where
Danish Representatives and those of the Coal and
Steel Community are able to get together to discuss
questions of common interest. '

Frequently, in the course of such discussions, one
side or the other comes up against some particular
aspect of this or that problem which may make us
temporarily forget the importance of the political
and economic developments now under way in
Western Europe. At these moments, to quote an
over-worked proverb, we may faxl to see the wood
for the trees. L - :

But today, happily, you and T are not seated round
a negotiating table, and we have no m'imédlaté pro-
blem before us. That makes it-all the more agreeable
for me to be able to talk to you,; ‘about the: experience
and results of the European. Coal and Steel’ Commu-
nity, of the role which these played in the -estab-
lishment of the two new Commumtxes — Buratom
and Common. ‘Market — and about*the assocmtlon of
our six member countries with the other: ‘nations of
Europe. My only task is thus tdgnie/ 6u my- per-
sonal conv1ct10ns and to try to convmce you that
they are vahd o S e

I do not plan, in thls relatlvely brlef tal
mto great detall about what we ‘hav ""done




I plan to confuse you with a vast mass of figures
and percentages. You can find these easily enough
in the publications of our own Information Service
and of the many writers and economists who have
dealt with these questions. What I shall try to do
is to explain to you what a Common Market is,
then give you just a brief account of what we
have done in the Coal and Steel Community, and
finally, in greater detail, draw from these achieve-
ments the lessons which they point for the future.

Why do we need a Common Market?

One of the paradoxes of Western Europe's develop-
ment in the past decades has been our ability to
make discoveries and inventions of far- -reaching im-
portance, coupled with an inability to achieve their
full industrial exploitation. We need a- Common
Market to enable the organization of production on
a scale appropriate to the state-of technical advan-
cement we have reached. - In many sectors of indus-
try, the national markets of Western Europe were
too small ‘to permit firms to reach the optimum
scale of production, They did: not. have the invest-
ment funds, the sales organization or the technical
and research facilities necessary to organize their
operations on the most efficient and economic scale,
Steel-making, - oil refining, alrcraft construction . and;

atomic energy are perfect examples of - mdustnalf_ |

branches whxch require a- large domestlc market to.




an optimum production acaie It is no coin-

ce that in all these industries, except possibly

it ieaf energy in whidh special circumstances in-
iervene, the United States, with its national mar-

ket of 180 million consumers, is overwhelmingly

Western Europe needed 1o iniroduce a
degree of competition into its econo-

s. This is not to say that we wanied to

me unconirolled laissez-igire of the 19th

iar from il. But it is difficult {o justify our

IR {r:smf:ar% ic system of relatively free enter-

s the unils of production are constantly

the spur and stimulus of competition. A

of this necessary competition, and

stimulus to progress and expansion,

iroyed by protective measures on the

of qm'zzf nments. You are of course yourselves
ed with the whole baiiea'}; of protective

msm ms duties, quotas, currency re-

s, discriminatory. %mm;&mi rates, subsidies

i compensalion schames. You are also familiar
s resulis: the iencmg-m of sw&ﬁ national
zmmfcmma gmwu;g &hsa%escence oi

o 3,

;m E?ﬁz,, the aiﬁ% mg-&sﬁ ‘of 'ﬁhﬁ‘ gfﬁ“’“‘ Of
rationsl income an {i of %he ﬁse in 'h *augis?;andards




What is the Common Market?

The introduction of a Cominon Market incofpora#
ting economic areas previously separate, and aimed
at achieving the most rational distribution of

production at the highest possible level of producti-
vity, means something much more than a mere
liberalization of trade, It is not enough to abolish
quotas or foreign exchange restrictions. When
customs duties are retained or reintroduced — and
even raised, as has been known to happen when
quotas are removed — they can provide just as
strong a protection, and just as great an obstacle
to a rational distribution of economic activity, as
quotas themselves.

Similarly, certain kinds of transport rates, fixed
specially for particular routes and-distances, can
have the same effect as customs dutles, and, pro—
vide even more specific and. far- -reaching protectlon
for national industries. . e

Equally, there would be no point in abolishing: the
obstacles to trade caused by government restric-
tions and transport rates if further impediments
were to be created by the producers themselves

It is therefore essential to ensure that no mterna-n
tional cartels are formed to fix pnces and allocate-
markets and that no enterprises achleve a posmon' '




of monopoly enabling them to limit production or
fix monopoly prices.

Thus a Common Market means the abolition of
customs barriers, quotas and currency restrictions,
It means ending the practices of dual pricing and
dumping, and of discrimination in transport rates.
It also means the ending of frontier charges on
transport, of market-sharing, 'and of that complex
network of subsidies and compensation schemes
with which the modern State frequently chooses to
protect and distort its economic SYS'tem.

But a Common Market means much more than the
ending of all these practices. It means, in addition,
the establishment of a framework thhm which the
competitive system can work falrly and efficiently,
and in which the extreme effects of compentlon can
be countered by the action of common, institutions.

You cannot simply declare your | ehef m ‘a large
single market and in- falr com ion a

that these things will come abc natically as a
result of mdependent market fc ul""s?are need-
ed to curb the powers of monopolies,

vent price mampulaho

tion and ‘he. stlfhng

vatc kextels Rules ar
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the form of unemployment. All these powers imply
a departure from the prmcxple of laissez- lalre.

So, in a Common Market we must have prov1snons
for the readaptation of workers. Readaptation covers
all aspects of re-employment and resettlement -—
everything in fact which enables a. worker to. pass
smoothly from one job to another in the event of
b(,commg redundant in his current employment,
These provisions, which in the Coal and Steel Com-
munity include compensation payments for work-
ers compelled to change their jobs, help in resett-
ling and retraining them, payment of travel and
removal allowances where necessary, and aid for
invesments which would provide gainful alternative
employment, are perhaps the imost advanced of
their kind anywhere in the world,

There is no doubt at all that these measures to
counteract short-term dls]ocatlon have been large-
ly instrumental in securing the enlhusmstlc sup-
port of the trade unions for European mtegratmn
and for the speeding up of technical progress, and
hence, in the long term, fox the rlse in hvmg stfand-
ards at whlch mtegratlon alms -

In- order: 'to”“’ap}v)l‘y its- rules -and: to undertake the

common action which will be: necessary, andiin.gens

mstltutlons are requlred thh real ited:powe

~eradl to establish and administer: aCommon Market L |




So, in the Coal and Steel Commumty, we have as
the executive body a High Authority. Once an exe-
cutive is endowed with powers of decxslon, it must
necessarily be subject to democratic and judicial
control. Thus we have a parhamentary assembly
and a Court of Justice. And finally, to ensure that
the viewpoints of the Governments of the member
States are fully presented and that there is proper
co-ordination of the policy of member States with
that of the Communities’ executlves, we have a
Council of Ministers.

The European Coal and Sleel Community S
Achievements :

The first Common Market,—":wlii"di“"lia5€:rf'i1_ow been in
operation for five years, was limited for obvious
reasons to the vital basic. sector of coal and steel.
The European Coal and Steel Commumty was

indeed envisaged as the pxlot plantr of Europedn
mtegratlon , i

lished and as 1gle
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lished. I want now to give you a brief account:of

what we have done in this Common Market for
coal and steel. R '

In general, customs duties, quotas, currency restric-
tions, discriminations and subsidies of all kinds
have been abolished. A German engineering firm
wishing to buy French steel is now assured that it
can get all the French francs necessary, that neither
the French nor the German Governments can limit
the quantity it can obtain, and that no customs duty
will be paid at the border. Moreover, it pays the
same price as its French competitors, and the same
transport rates.

In addition to removing discriminations on trans-
port, the High Authority has also introduced direct
international through-rates valid for raxl transport
of coal -and steel from one end of the Community
to the other. All frontier charges on rail transport
of coal and steel have also been abolished by stages.

Thus, in general terms, price dxscnmmatlon was
abolished, as must be the case in any Common
Market. But, in addition, the particular nature. of
the coal and steel industries necessitated the adop-
tion of more detailed rules, These rules of publicity
and non-discrimination are set out in the European
Coal and: Steel Community Treaty. They stipulate

- that . all' coal, steel ‘and iron-ore: producers’ must-'f‘v- o
| ,pubhsh their price lists and- deposnt them with the R
High- Authomy before they come mto force These '




lists must be available for any consumer and any
producer to consult. Once these price lists have
been published, they must be rigorously observed
by the producer involved. He may not vary them
without publishing the new price, and the published
price must be charged to all buyers in comparable
conditions. Prices are quoted, as in the United States,
delivered basing point, for example delivered
Oberhausen (in the Ruhr), delivered Thionville
(Lorraine), delivered Seraing (near Liége in Bel-
gium), and so on. The practice known as alignment
prevents this pricing system from being too rigid,
by enabling a producer to align his prices on those
of a producer sellmg more cheaply in the area
concerned.

Without this system of non- dlscnmmatxon and pu-
blicity for prices, I do not beheve that a true Com-
mon Market for coal and steel _c_ould exist,

In the field of cartels, we faced a dlfflCult problem.
Certain scrap-buying cartels - were clearly operating
contrary to the provisions of the Treaty, and we
abolished them at the star *ommon Market
But the coal cartels, which ‘all-

of the »Comfntljnitfy;, were

question. Our difficulty w

thelr operatlon ‘whlch“l.‘ '

those- useful and constri
were carrying out.
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By far the biggest and most important of these car-
tels was the Gemeinschaftsorganisation Ruhrkohle,
known as GEORG. This monolithic -organization,
controlling the sale of 80 million tons of Ruhr coal
a year, was dissolved on March 31st, 1956, and re-
placed by three independent sales agencies. These
agencies may, in certain carefully defined circum-
stances, undertake common action in a limited field
through a Joint Office. We do not claim that we
have brought full competition into the market for
Ruhr coal; this would in any case have been im-
possible in the sellers’ market which has ruled for
most of the Common Market's existence, when it
was possible to sell every ton of Ruhr coal without
difficulty at the ceiling price. But we have done
five things:

I) We have created the framework for a competive
market; -

II) We have set up an advisory commlttee on whxch
the High Authority, the German. Government the
workers and consumers, as well as the producersk
are xeprese,nted and to Wthh common action by
the Joint Omce of thc thrce sales agencxeq must be
cxplanwd o

Il) The High Authority now requires four weeks
notice ‘of-any proposal by the Ruhr to change'its
prices;: and the ‘High- Authorlty .can: 1ntervene 1f it

con51ders a; proposed mcrease un]ustxﬁed



IV) The trading rules which the new sales agencies
follow have had to be approved by the High
Authority, thus enabling bona fide wholesalers, ful-
filling reasonable qualifications, to have free and
equal access to Ruhr coal;

V) The High Authority has full conirol over any
joint delivery plans by the sales agencies, and can
veto them if it considers it necessary to do so.

In France we had a different problem. There coal
imports were regulated by a Government agency
known as ATIC (Association Technique de !'Im-
portation Charbonniére). Thus the French Govern-
ment maintained the right to intervene in the im-
port of coal from other parts of the Community and
refused French buyers access to dealers in parts of
the Community other than France, The High
Authority has shown its determmatlon to defend
the consumer's right to free and equal access to the
Community's coal, and to choose freely his supplier,
even against the opposxtl' of a *'b;,errGovern—

from one to two years."
smce appealed agams

whether the Court co
accordance W1th theﬁ




formed, the activities of other cartels in Belglum
and in South Germany L

While I am speaking to you about what the High
Authority has done, 1 should also mention some-
thing we have not done — some powers which we
have under the Treaty, but which we have so far
not found it necessary to apply. I am thinking of
the special rules governing measures to deal with a
serious crisis — in other words, a slump — and with
~grave shortage”, which would be likely to occur
in a boom, The European Coal and Steel Commu-
nity Treaty imposes strict anti-cartel rules and thus
prevents producers from taking joint measures to
control production in a recession; therefore, to avoid
the disappearance in slump conditions, as a result of
cut-throat competition, of production capacity which
would be necessary in normal conditions, the
Treaty affords the Community's institutions the pos-
sibility of instituting a system of production quotas
and minimum prices. These powers must be con-
sidered as a fundamental element of the economic
equilibrium created by the European: Coal - and
Steel Treaty, preserving valuable investments on
the one hand, and avoiding, on the other hand, the
disruption of production by the cyclical movements
of the state of economic dCtIVItY SR

Since' coal "an‘d ;steel. are ,.products-whOs_e':supply ,
conditions ‘may distort competition- for .the indus:
tries which use them as raw materials, the Com-

-mumty Treaty -also provxdes for a - system of_;-_



allocation to be put into operation:jointly by the
Community's institutions in case of serious shortage.
This is an essential safeguard for consumers, who
are thus assured that, in case of supply difficulties,
the rules of non-discrimination will be fairly ap-
plied to all concerned; without any private interest
groups or governments being able to explmt a more
favourable position,

*

I have explained the action we have taken and the
way in which the system works; now I want to in-
dicate briefly the positive results we have achieved.
It is not my intention to give you a long list of our
very real achievements in the economic and social
fields. These results are by now common knowledge
and here I can do no more than-hint at some of
them. The most outstandmg has* been the unprece-
dented increase in steel output: since: the Common
Market started — by 43 %, from: 39 million: tons in
1952 to 60 million in 1957. We do: not, of course,
claim all the credit for this ach’levement nor do we
say that it was purely a resu ,of’"‘h _Common Mar-
ket. The expansion in steel ‘was pa ,f-é’an equally
unprecedented expansxon—' in industrial’ {%,pl'OdUCthIl

such a rate of expansxon‘c'oul'
without - the ex1stence of '
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the action of the High Authority, The one brief re-
cession in the period — in 1953-1954 — was softened
and possibly halted by the existence of the Com-
mon Market with its greatly increased outlets for
the firms first hit by the decline in orders. In
addition, a more regular and assured flow of coal
supplies, the co-ordination of scrap imports at a
_Teasonable price level, the stimulation of trade in
iron ore between the member countries, and the
reduction of international rail freight charges, all
played their part in expanding steel production.

In the same period (1952-1957), world output of
steel expanded by 38 %, compared with the Com-
munity's 43 %, Thus, for the first time since before
World War 1, Europe was not being outpaced by
the rest of the world, Indeed, among the world's
four major steel producers (the United States, the
Community, the Soviet Union and Britain, in that
order) only the Soviet Union showed a greater rate
of expansion (48 %), and the United States (21 %)
and Great Britain (32 %) lagged behind.

In addition to the impressive increase in steel pro-
duction, there has been a startling rise in the level
of trade between the Community's member coun-
tries. -This rise, which has been particularly large
for steel and. scrdp, indicates a more rational distri-
bution. of production and: better: supply conditions.
The removal of frontier barrlers to trade has. meant '
that- coal and steel have- been taking the shortest
haul to the areas. in which they could: be sold most' |




economically., Belgium and Luxembourg have
obtained better supplies of iron ore; Italy has bene-
fited in her scrap supplies; France in her supplies
of coke for steel-making; and Germany, Italy and
the Netherlands have obtained substantial benefits
in their steel supplies, '

A third concrete result has been a relative stability
in steel prices. Steel prices have risen by an aver-
age of only 15% in the Community compared
with 31 % in Great Britain and 34 % in the United
States. This stability has been due in part to the
System of published price lists, and partly to the
assurances of supplies and imarkets‘ 'gi__vén to firms
by the rules of the Treaty, Siﬁce’GoVernments of
member States can no longer impose import or
export restrictions, the ten‘dency to speculative
buying in boom conditions and panic selling during
a recession has become much less pronounced,

Now, the aim of integration must be to improve the
living standards and working conditions of all those
who are engaged in our industries - to promote, in

~«the improvement of the

working - and living cond io

50 as to harmonize th

- direction”, Thlslsth - CC
European ‘Commuinit;
doing this, w

we can’ on




This brings me to the fourth concrete result of the
operation of the Common Market for Coal and
Steel. I am referring to the sharp expansion which
has occurred in investment in the Community's
coal and steel industries, We have known for some
time that competition was producing the desired
stimulus to modernization and rationalization, We
had already seen the speeding up of concentrations
of firms in France and Germany and of moderniza-
tion in Italy. But we knew that it would be some
time before we had statistical evidence of what
was happening. The reasons are not hard to find,
In the first place, investments must be planned
several years ahead, and in the early years of the
Common Market the investment projects then being
realized had been planned before the Common Mar-
ket started, Secondly, as the Common Market
opened during a mild recession, it was for some
time possible to expand production by extending
the use of existing capacity.

Not until the High Authority’'s 1957 investment sur-
vey did we see the statistical evidence we had been
expecting. Investments in the Community's coal and
steel industries in 1957 were around $ 1,300 million —
30 per cent more than the annual average of § 1,000
million actually invested from 1952 to 1956.

'T'hdse, then; are the concrete results of the first
five years of operation of the Common Market —
an unprecedented increase in production and trade,

stability .of prices and a sharp-spur to investment . |




as a result of increased competmon in a large smgle
market,

Over and above these material achievements, we
have done something more important. We have
proved that integration, even with the difficulties
produced by its limitation to a given sector of eco-
nomic activity, can not -only work but work well.
In doing so, it has shown Europeans that they can
work together in daily contact, and it has created
a European way of looking at thmgs ~—--0ne can go
so far as to say a European interest, Wthh is neither
the sum nor the average of the national interests
of the member countries. Regular contact on im-
portant decisions to be taken in Luxembourg has
produced a new way of thlnkmg on: the ‘part not
only of Governments but also ' of the previously
sceplical workers, producers and consumers

The Coal and Steel Commgnivt_y;"s;ﬁxtdfe"

Now I want to deal briefly
Community's future — in

of the High Authorlty and
us. The transition per"vd
Market for Coal an .




of investments and the promotion of economic well-
being through a soundly-based expansion, The High
Authority must now pay increasing attention to the
problems of long-term development and prospects,
It is its duty to see that the Community’s coal and
steel industries reach the objectives required by the
general expansion of the economy,

In the coal and steel industries, there is a gap of
several years between the planning of new invest-
ments and the coming into production of the new
installations, The sinking of new pits, and the in-
stallation of blast - furnaces and rolling mills, can-
not be determined by the shortsterm trends of the
market. Other methods, offering to each enterprise
an. overall view of likely developments in the whole
of the Community, are necessary.

The High Authority has no direct control over the
investments of individual firms, which are planned
and implemented by the firms themselves; But it
influences investments programmes in a variety of
ways.

In the first place, its long-term studies, known as
the General Objectives, predict the course of future
requirements in coal and steel and the developments
needed to meet them. These forecasts. are based on
rdetalled investigation by teams of dnstmgmshed
economists and industrialists: into the estimated  fu-
‘ture rise in.gross national product and in industrial.
~‘output: - The General:Objectives form the basis of
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Opinions which the High Authority issues on firms'
investment projects, the most important of which
must by submitted to the High Authorlty at least
three months in advance,

Thus, while it is true that in general the High Author-
ity seeks to persuade rather than compel, an exa-
mination of the change in the types of steel invest-
ments planned for the coming years makes it abun-
dantly clear that the ngh Authonty s warnings
have heen heeded,

In addition to its long-term guldance on investment,
the High Authority can stimulate mvestment di-
rectly in two ways when it consxders prOJects to be
in the general interest of the Commumty s develop-
ment. First, it can raise loans and re-lend the funds
to Community firms. So far it has ralsed some $ 170
million, which in turn have assmtedv in the finan-
cing of projects totalling: some $ 720 million,
These loans are raised Vat__subst,_alx;,tlal_ly lower in-
lerest rates than those obtainable by the firms to
whom they are re-loaned. Secondly, the High
Authority can guarantee loans whxch flrms them-
selves wish to raise.

-doublmg of ou ,pu
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the Community should be producing 105 million
metric tons a year,

But the very speed of this expansion, and of the ex-
pected general industrial expansion of which it will
form part, poses major problems in the field of
energy supplies, I do not think any of us should be
unduly influenced by the current signs of industrial
recession percolating through from the other side of
the Atlantic. We should not forget that, when the
expansionary trend is resumed, the sharply upward
long-term movement in our energy requirements
will continue, Of the different forms of primary
energy -— coal, oil, gas, water power, atomic
energy — it is for many purposes possible to
choose the ones we propose to use for the manu-
facture of secondary forms of energy such as
electricity. It is impossible to take decisions of this
nature, and to make reliable long-term provisions,
if we consider coal alone. The High Authority has
from the start been conscious of the need for a uni-
fied energy policy, and the Community's Council
of Ministers last year asked the High Authority to
carry out the necessary co-ordination,

Thg ',’Lés:sbhsfof;th’e First Coin‘m’qn Market

The, European Coal and Steel ‘Community was the
nt ‘of ‘integration: If-it had not worked so
1tﬁf is doubtful whether we should now

effectwely




have alongside it two new Communities — the Euro-
pean Economic and Atomic Energy Communltles ,
Nor should we be negotiating at present for the

establishment of a wider area of economic co-opera-
tion which would link the other 11 member coun-
tries of the OEEC to the Six. Now let us Iook for a
moment at the lessons taught by the operatlon of
this pilot plant. How valid were they in the drawmg
up of the Treaties for the two new European Commu-
nities, and what light do they throw on the current
negotiations for what has been called, perhaps a
little hastily, a Free Trade Area? '

In the first place, there must be a. set of common
rules to ensure fairness of trade and equal treat?

ment for all concerned.

Secondly e and thlS part of our- experlenCe 1s abso-
lutely fundamental to the success of- any: future’ ope-
rations — we must have an mdependent €
body, takmg its' deuslons by 31mp1: ]

tion between governments,
meetmg regularly




disrupts the organization; more frequently, Govern-
ments undertake delaying actions, often with the
connivance of other Governments which want to
safequard themselves against the day when they are
in a similar situation, and the position becomes one
of deadlock and frustration, Thus, to govern a Com-
mon Market, the executive body must be able to
arrive at decisions speedily and have sufficient pow-
ers to enforce these decisions, Otherwise the same
dilemmas will arise as in inter-governmental orga-
nizations,

An authority with real powers must be subject to
democratic and judicial control. In the Community
the democratic check is exercized by the European

Parliamentary Assembly, which serves all three
European - Communities, The Assembly keeps a
close watch on the Communities’ executives, largely
through the activities of its very vigilant standing
committees.“}md it can also compel the executives
to re51gn in a body by a vote of censure.

The _]lldlClal check is prowded by the Court of Jus-
tice, which also has jurisdiction over all three Com-
munities, - The decisions of this Court of seven
Judges to which governments, individuals and firms,
as. Well"—?a the Commumtles executlve mstltutlons,




safeguards to avoid dislocation to the weaker sec-
tors of the economy, '

Fourthly, in a Common Market, the measures taken
must be irreversible; otherwise the economies of
the countries affected will not carry out the neces-
sary adaptation to the new conditions with the re-
quisite speed and decision. The whole purpose of
the operation, which is to raise living standards and
working conditions, through rationalization, - re-
equipment and expansion, would thereby be
thwarted.

Fifthly, laissez-faire and the forces of the market are
not in themselves enough to bring about the inte-
gration or assocxatlon of different countries’ econo-
mies, Some provision must be made for posmve
action, both for readaptation of workers and to
ensure the harmonization of the national - govern-'
ments’ social, fiscal and'economic policies, This
does not by.any means imply that the harmomza-
tion of everything is a condition of mtegratmn, but
major distortions must be ironed out-and the mem-
ber countries' economies must move: towards ra’ther
than away trom each other

And now- two hnal pomts of amore’ qeneral nature.
“We:must be- qulte clear from"the start, I hmk that
the mtegratlon or assomatlo, f;?economl,v ’




obligations. also must be accepted. We must put
something in, in order to get more out,

Finally, one of the things we have learned in the
Coal and Steel Community is that, provided the
political will exists, there is no technical obstacle
on the road to economic integration which cannot
be overcome. Of course we have had problems,
some of them big problems, though they have fre-
quently proved different from those envisaged and
less intractable than the pessimists predicted at the
start. That seems to me to be something which all
connected with the present negotiations for a Free
Trade Area should bear in mind.

Integration vw’ith the new European Communities

I may have given you the impression from what I
have said so far that the tasks we had to achieve
were easy, and that — if I may be permitted to
distort Voltaire -a little — everything has been for
the best in the best of all possible common markets.
This imp’i’*é”s's'ion' would be a false one. The work
has often been: difficult and arduous, and there have
been- tlmes%when the lights could be seen burning
at the Wl "dOWS of ngh Authorlty offlces well into

st_; dlfflcult problems has been the
artels, partlcularly the coal-selling




cartels which existed in various countries. of the
Community, and the appeals against High Author-
ity decisions on these cartels which were lodged
with the Court of Justice, The tendency of Govern-
ments to interfere in the field of coal and steel prices
and the contradictions between a sound long-
term policy for coal and steel (which is the respon-
sibility of the High Authority), and the day-to-day
needs of economic policy determined by short-term
trends (the responsibility of governments) have also
caused us difficulty at times. On occasion, “too, dis-
parities between the currencies of member States
have created problems for us,

An analy51s of our problems reveals with surpnsmg
clarity the extent to which many . of them arise from
the partial nature of the integration’ involved in* ther '
Common Market for coal and steel, Nearly every-
thing the High Authority does in.the field of coal
and steel has a bearing on the: ‘economies . of the
member countnes as . a whole, _and partlcularly on
their transport, fiscal, social and general economlc
policies, There have been many things: whlch it has
proved dlffxcult to. do for the coal and steel sectors
alone. Wlthout creating dlStOI’thIlS for the rest of
| the economy, Wthh remame A;organlzed:s‘lnk‘,_rlts pre-
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as a first step towards full economic integration that
lthey were prepared to accept it,’

Since the 1st of January this year a European Eco-
nomic Community and a European Atomic Energy
Community have been in existence, Henceforth, as
the ministers of the six countries try to work out
in the Council of Ministers of the Economic Com-
munity a unified economic policy, the difficulties
of partial integration which we have been experienc-
ing will gradually vanish,

By and large, these two new Communities have
been set up on the pattern of our Coal and Steel
Community, and the lessons which have emerged
from our experience, and which T have just enu-
merated to- you, have been incorporated in their
structure.

At the same time, there are certain differences,
notably between the Coal and Steel Community
Treaty and the Treaty establishing the European
Economic Community. In the ECSC, the power of
decision lies with the High Authority, subject in
certain cases to the approval of the Council of ‘Mi-
nisters. In -the Economic Community, however,
this power lies largely with the Council of Ministers.
But we should not exaggerate this difference: the
Council can_;stlll act -only on proposals submitted
to 1t by the‘ uropean ‘Economic Commission, and it
& ] f,i’-ﬂthese proposals by unanimous vote.
“as -'fthe twelve to fifteen year transition
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period passes, more and more of the Council of Mi-
nisters' decisions will have to be taken by majority,
rather than unanimous, vote. In time, therefore, the
operation of the European Economic Community
will become not so very different from. that of the
Coal and Steel Community. '

The much wider scope of the European Economic
Community also means thatthe Treaty by which it is
set up differs con51derab1y from that of the ECSC, and
indeed from that of Euratom.: ‘While the ECSC,and
Euratom Treaties each provide in effect a book of
rules for the operation of the Coal and. Steel ‘and
Atomic Energy Communities respectively, the Eco-
nomic Community Treaty consists rather of a:list -
of aims, procedures and time-limits. Except for the
precise details on the stages of the transxtron perlod :
the EEC Treaty- ‘does not specify in- detall the rules
to be applied in attaining the: objectives it lays down
It merely says that such rules must be. 'drewn up by '

the institutions. This: 1sanatural enough distinction,

Both the ECSC and Euratom. Treaties overn-ispe(nal-
ized  sectors of ‘the economy, an" in-all co

these basic sectors are the obJect of partlcular‘atten-‘
tion by the natlonal governments It-is ‘natural’ that,
on:the. Commumty plane’ also specnal powers should}
be glven to the executlves respon51ble for these ba--
sic sectors - W '




Assembly to provide the political stimulus required
to ensure that our three Communities move irrevo-
cably towards that full economic, and eventually
political, unity which is the fundamental aim of us
all. Already, at its first meeting in March, it showed
its independence in electing M. Robert Schuman as
its president, despite the Governments' recommen-
dation that an Italian be chosen, and it set an
example by dividing itself into three political party
groups irrespective of nationality.

The High Authority and the Economic and Euratom
Commissions have also declared from the start their
determination to co-operate closely and fully in the
different aspects of their task of integrating the

Community's economy. Services common to the
three executives have already been decided on. I
personally believe that the regular contacts between
the Six will be so close and frequent in the three
Communities  that political unity will become ine-
vitable. When I think that it was only eight years
ago that Robert Schuman made his historic declara-
tion, and only four years ago that prospects for Eu-
ropean unity seemed to have been suddenly dashed
to the ground by the rejection of the European De-
fence Community, I am filled with hope and opti-
mism by the progress we have made.




The Community and Third Countries

At the same time, many of our problems remain to
be solved. One of the biggest of these at the mo-
ment, and one in which Denmark is specifically con-
cerned, is the question of our relations with the
other countries of Western Europe, We fully recog-
nize that the economic integration of our six coun-
tries may create certain problems for other coun-
tries with whom they have always traded. Some
countries fear that the abolition of internal customs
barriers between the  Community's - Member coun-
tries, and the mtroductlon of ‘a common external
tariff, could in.some cases modify or even dry up
certain flows of international trade which existed
before the - Common Market. I can" ‘understand. the
fears that have consequently been expressed by
some - countnes, but I believe that, if the: Economic
Commumty follows the ‘same open: policy towards
the rest of .the world as. that pursued so far by the
Coal. and Steel Commumty, those fears are not jus-
txfled e :

,It was a fundamental prmc:ple of my fnend Jean
Monnet, who was closely associated with the ori-
ginal Schuman proposals and who later became the -
first President of the ngh Author:ty. that the Com-
- munity should ‘Temain open to all who wished to -
Jom ‘and not become turned in. upon 1tself It was
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certainly no part of the intentions of those who
founded the Coal and Steel Community to replace
narrow, national selfishness by a wider, supra-
national selfishness.

Let us therefore take a look at what has actually
happened in the Coal and Steel Community’s rela-
tions with other countries. First, our foreign trade.
If, as many people said at one time, it had been our
intention to become an autarchic block, the Com-
munity’s foreign trade in coal and steel products
would have remained stationary or declined. What
did in fact happen? Between 1952 and 1957, the
Community’s steel exports rose by over 45% to
reach nearly 10 million tons, Exports of coal and
iron ore rose substantially. Only coke exports have
declined since the start of the Common Market —
an understandable enough feature in the light of
the phenomenal increase in steel production, which
outstripped the growth in the Community’'s coke-
oven capacity. The rise in imports over the same
period was even greater than that of exports. Im-
ports of coal, iron ore and steel all practically doub-
led, while scrap imports increased to eight times
their level at the start of the Common Market,

Nothing shows more clearly than these figures the
extent of ‘the Community's dependence on foreign
trade. For us, any ideas of becoming a closed block
are unthinkable: they are alien to our whole way of
ﬁhmkmg and’ to every aspect of our economic in-
terests. LT




Secondly, the High Authonty of the ECSC has tried
from the start to show the greatest possrble “degree
of flexibility in its relations with other countries,
and has been prepared to conclude special agree-
ments with them to meet their special requirements,

The most important of these agreements . is, of
course, the Agreement of Association with‘the Unit-
ed Kingdom. This sets up a permanent Council of
Association for continuing consultation; the .Coun-
cil’'s major achievement so far has been the reduc-
tion by about: half of the Brrtlsh ‘tariff on steel, to
coincide with the harmonization of the Commumt}r S
external tariff on steel in February of this year. The
Community also has a Consultatlon Agreement
with Switzerland, under which each srde undertakes
to consult the other before takmg -any.- measure
which might affect trade between the two.  areas.

Finally, the ‘Coal and- Steel. Communrty has- srgned
rail transport: agreements wrth both Swrtzerland-
and Austria, followmg requests by these.,,ountnes
for neqotnatrons -Under. these: agreements the’ Com- ,
mumtys direct.international- through rates. are: also
applied to transit. trafflc through these two coun-;'

tries, thereby removmg the: handrcap to ¢ W1tze1-'

land ‘and ‘Austria ‘which these thrOUgh rates “would s

otherwise  have presented, The. ngh—LAutho tyjsalso"r'.
mamta' 5 close"’ : : r '

Sk Ve ace. iploma
) legatlons to the.,..Hrgh Authorrty-m ,*Luxembourg R
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The final point I want to discuss concerning our re-
lations  with third countries is the harmonization of
our external tariffs at the end of the transition pe-
riod in February. Before the Common Market came
into being, import duties on steel in the six coun-
tries ranged from approximately 4 % in the Benelux
countries to 20 and even 25 % in Germany, France
and Italy. In five years, these tariffs were harmoniz-
ed on the basis of the Community's lowest tariffs —
those of the Benelux countries — plus two points.
The average incidence of the Community's protec-

tion on steel is now no more than between 6 and
10 9/p,

This is a major achievement. You can imagine how
long it would have taken to achieve reductions of
such magnitude through negotiations in GATT. The
fact that this harmonization has been supplemented
by a rough alignment of the British steel tariff also
at the Community level is one of the favourable
auguries for solution of the many complex problems
raised by the inclusion of coal and steel in the pro-
posed free trade area.

Thus, I think we can justly claim that our external
policy in the Coal and Steel Community has been
both .open. .and liberal. Nevertheless, it is perhaps
natura];iéndti‘g’jh' that third countries should still feel
apprehensive about the operation of the European
Economic Community, and seek ways of countering
any . possible damage to their own trade currents
whiCh‘--’xﬁith*oéCur as ‘a result of the establishment
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of a customs union of the Six. In,-~~theor;y;;_,_there are
two- ways in which these apprehensions could be
met. The simplest, of course, ~would be for ‘third
countries, or at any rate the OEEC countries, to
join the general Common Market as full members,
But for various reasons, other countries have found
it impossible to accept the obligations of a full Com-
mon Market covering, as in the European Economic
Community, all goods, services, labour and capital.

The Free Trade Area

The second way, therefore, is-to find -amore flexible
formula which ‘would. enable the eleven  remaining
member. countries of the OEEC .to ‘associate - with
the Six on a multilateral basis. ‘This.was the .aim of
Great Britain in: proposing the first draft of .a pro-
ject which she called the Free Trade Area.. -‘;‘;L'.e.it??u_s,
now look at.some of ‘the problems. of such an:asso-
ciation, and in particular those aspects concerning ;

a,Fr’ee,..Trade‘_ Area for coal and sieél; h

It has been said m
have no desire- to.
tem; i they




shall be kept intact, and that the institutions they
have set up shall continue in being.

These two aims may at first seem contradictory;
undoubtedly, the opponents of European integra-
tion on the one hand, and the opponents of free
trade pure-and simple between the countries of
Europe on the other hand, tend to adopt somewhat
rigid positions. Thus the former seem to be attempt-
ing to devoid the treaties of Paris and Rome of all
their effective content, while the latter defend every
detail of the Community system., If one has the
courage to look at realities, however, it is not dif-
ficult to see that these two elements are not irre-
concilable and that a solution can be found if every-
one is ready to understand the other's point of view.
That solution we are now attempting to find in the
OEEC negotiations in Paris, in which 1 have the
honour to participate.

Under vthéiT,l_jeéty of Rome, the six countries gave
up a part of their sovereignty by accepting a com-

mon discipline, not only for the unification of their

external tariffs and of their commercial policy, but
also in adopting common rules of competition, The
Coal and Steel Community Treaty, which, as I have
said, was to a very large extent the forerunner of
the Rome Treaties, laid down a harmonized tariff
| intents and purposes has the same effect
tariff: it also lays down rules of com-
titutes a price system adapted to the




steel; and it provides for specnal measures m* tlmes;
of serious shortage and crisis. Any assocxatlon of
the other OEEC countries with the Common Mat-
ket must be based on the realization that ‘these
principles lie at the very foundatlon of the Commu-
nity, ‘and that a.solution must be found to enable :
these principles to remain in the Community side
by side with a greater freedom of trade between
the 17 countries of Western Europe

The first prmcxple concems competmon, and par-
tlcularly subsidies, The fundamental rule of com-
petition within the Common Market for coal and
steel is the ban on direct and 1nd1rect;sub51dles by
the governments to the Coal and steel indus w,

if we are gomg to open up the Commvumty:s mdus?
t‘rles to dnrect competmon from the other ¢




been reached in the Paris negotiations on the need
for something similar in the Free Trade Area.

As part of our rules of competition, I have explained
that all transport rates which discriminate on the
hasis of the origin or destination of the products are
banned in the Common Market. In a Free Trade
Area, similar rules would be needed; T am convinc-
ed that agreement is possible on this point.

The second feature peculiar to coal and steel, as I
have already stated, is the price system. Within its
frontiers, the 'Coal and Steel Community bans all
discriminations and all price practices whose effect
would be a purely temporary or purely local lower-
ing of prices with the aim of acquiring a mono-
poly position in the Common Market.

Our experiénce has shown that it is only when pro-
ducers are compelled to disclose their prices at all
times, while retaining of course the right to change
them, that unfair price practices can be avoided.
Moreover, publicity is indispensable in order to
enable the consumer to choose his supplier with full
knowledge of the market, Thus in the field of prices,
too, it is’ equally impossible for us to ask our indus-
tries to- compete with other producers who are not
obhged to. pubhsh their prices or forbidden to prac—
tise dumpmg and discrimination,

I dof'not imply: that ‘we should have
‘same ‘price rules as we have in the




Commumty, but I.do want to: say that inmy. oplmon
the Free Trade Area must have some means of
avoiding both discrimination and dumpmg, ‘while

at the same time allowmg some degree of ﬂexxblhty
in prices. : : SR

Some ﬂexxbxhty of prices w1ll certalnly be necessary
in a vast market covering all the member - .countries
of the OEEC, particulary when we consider that
the institutions governing this market are unlikely
to have such clearly-defined powers: of supervision
over the- pricing system as are granted to- the Com-
- munity's institutions: by the Coal and Steel Commu-
nity Treaty.. o : ' R

Finally, there are the rules provxded by the ECSC
Treaty for allocatlon of coal: and steel products in
conditions of serious shortage ‘and “also the prov1-
sions for mtroducmg a system of: quotas mmlmum
prices -and.import Trestrictions in- a: severe slump‘
ThlS 1s a balanced system worked out m the lnterests

of senous shortage by the (
grant the other partxcnpatlng




ECSC Treaty, for consumer countries of a Free
Trade ‘Area to find a way of joint action with the
Community in a severe recession, so as to preserve
from disruption production capacity which would
be required in normal conditions, and which, in a
Free Trade Area, must be appropriate to the size of
a new and wider market,

It may well be that the provisions for severe slump
and boom conditions will be one of the most difficult
points in the negotiations, but we, for our part, shall
certainly do everything possible to help reach a
solution acceptable both to producers and consu-
mers,

I do not want to go into any greater detail on the
precise nature of the rules which could serve as the
basis for association of the Six with the other Mem-
ber countr;es of the OEEC, I should just like to
add, in conclusion, the following: if one is convinc-
ed, as 1 'am, that the ECSC Treaty is something
which must remain in full force, in view of the prac-
tical” results it has achieved, and, at the same time,
that thig- market must be drawn into increasingly
close assocratlon with other countries, then we
must- estabhsh ‘certain basic rules whrch everyone
'w1ll have"to obey '

"ntrres mfrmge these rules and -
: ,-’_'the countrles affected




the Free Trade Area s mstltutlons whlch w1ll ,t en,:j
either authonze these measures 1f they fmd* 3
complamt ]ustlﬁed Or demand therr abolltxon :,‘f_
they re]ect the complamt S e dearn

So much for my vrews on. how the problems posedr
by the inclusion of coal and steel .in a Free Trade
Area or similar association® of the - other OEEC

countnes w1th the er mlght be solved

I have trred Mr Charrman Ladles and Gentlemen,
to. descnbe in thrs talk_the, sallent features of:a




takenv ﬁp, and-»—mayv éppear to have rendered agree- ,
'ment dlffrcult ~ :

,It is. a,t tlmesi_ hke thls that patlence and understand-'
“ing are ‘most requlred I said earlier in my- speedlg

that one of the lessons we learned in the ECSC was i i
that, where the political will exists, no technical. -
"probl"m_ of ntegratxon is insoluble.: The technical -

problems ar “without doubt extremely difficult, and”—*
indeed’ require careful . and painstaking negotiation,

~and at times it: ~may ‘be dlfflcult to make the effort ’,
to see the other side’s point of view, But the prize

s great, It is no ‘less than the foundation of a true
~“basis for umty in free Europe, with all that that means -
'. for pea'ér_v.fand the strength of the free world Let‘ 3




