COMMUNAUTE EUROPEENNE ~  © . .
} DU CHARBON ET DE L’ACIER = - g . “LUXEMBOURG

HAUTE AUTORITE ., o omELEAsEs

ARIAT GENERAL

T LUXEMBOURG ™
7 2; PLACE DE METZ
L UTEL. 208:31 G 49

] l ITE- DAL l'

PORTE- PAROLE: - s 3 )] : . :
POSTE 8-204 ! S

PRESSE ef PUBLIC RELATIONS:
POSTE 6-460

INFORMATION RAPIDE

L

THE BEUROPIDAN COAL AND STREIL
COMMUNITY
PROCGRESS AND PROSPRCT S

Text of an addrecs by Herr Frits
HELLWIG, Member of the High
Authority of E.C.8.C., at the
58th seminar of the International
Centre for Europoan Studies,
Antey-3t. André, Val d'Aosta,
Italy (Decembor 13-23, 1960)



collsvs
Text Box

collsvs
Text Box

collsvs
Text Box


Gentlemen,

: First of all, let me extend to you the good wishes of the-
High Authority of the European Coal and Steel Community, and in
particular of its President, Prof, Piero Malvestiti., The President
was originally tc have come here himself to speak to you, but unfortn-
nately he was not able to do 80, and had to ask me to take his place.

I accepted with pleasure, although the arrangenent is perhaps
a trifle hazardous for you as well as for me. For you the main
trouble is that my French is not fluent enough for me to speak to
you off the cuff; for me, of course, it is in any case difficult to
give you an account of progress and prospects in a ficld for which
I am mysolf partly responaible,

I am well aware that descriptions of activities to date and
expectations as to coming developments aro liable to degeneratce into
panegyrics on the past and sweoping promises for the future. Thig
is & risk I am particularly anxious to avoid inasmich asg I am speaking
to men who are permenently in touch with the harash and sober factg
of technical and economic life.

Any attempt to sum up the progress of and prospects for an
undertaking must nececssarily involve comparing the objective pursued
and the results achieved or to bo achieved,

Vihat, ther, were the main objectives of the Coal and Steel
Community which was set up under the Treaty of April 1951 and cane
into operation in July 1952. I taink I may say that they were two
in number:

(1) to eatablish common foundations for the common cconomic develop~
ment of our countries, and thug progressively bring into being
a broader and deeper communtty among the peoples of Europog
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. the first concrete experiments in econonic integration, 1
 _ﬁhe}introdgction of a common marke '

- The. first question with vhich I must doal ig whether these
objectives have beon atteined, The Comrunity has undoubtedly
succeeded in the first case, although of course we are still far
short of the political Community which the makers of the Treaty
obviously had in mind, both as regards the etruocturs of the Commu-
nity institutions and the number “of the member States, However,
it is an undeniable fact that. this first Buropean Community provided
the impetus for the process which finally culminated in the cstab-
lishment of two new Communities, the Common Warket and Euraton, which
are pursuing on & broader front the work of integration begun by
E.C.5.C. in two sectors only, coal and stecl. The Coal and Steol
Community's gimmick, if I mey call it so, was the fact that 1t wan
80 plannod that both its successes and ita failurcs, if any, both
its achievements and 1its disappointmentas, must necessarily operato.
in the same direction: successes and achievements would be an
incentive to oxtend integration, failures and disappointmonta would
be due to the reutrictoed geope offered by partial integration, and
would therefore themselveos bhe weighty arguments in favour of dig-

carding the partial approach and instituting o system ombracing
the whole cconomy,

But to give a true vpicture of the progress and progpectys of
E.C.8.Cs it i8 cven mors necesszary that I anaswver the second quostion,
Has the first Buropoan Community succeoded in cotablivhing a comuon
market for coal and steel? Vhat rcsults have beon achioved? Hero,
firast of all, I must dispose of o fairly common misconception, In
discussions on common markets, therc ig usually a tendency to
exaggerate the importance of the negativae action required -~ the
abolition of tariffs, quotas and other impcdinents to the free
- movement of goods, ocapital and porsons, Such action, though a

neceasary precondition, 1s not in itoelf sufficient to egtabligh

8 common market: instituted via the traditional devicos of a
Customs union or free~trade area, it serves only to produce a
geographically oxtended markot., E.C,%9.C.'g oxperience has shown
that this negative action involved no mejor difficulties. Customs
duties, quotas and other impediments were done away with for coal
and stecl In ono asweop when the Common Market was firat introduced,
with a single exception in the cane of Italy, which was authorized
to continue charging duty on coke and on iron and steel producta,
- on. a degcending scale, over a transition periocd of five years,

*
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It is worth noting that, in contrast to the apprchensions
and -complaints which were voiced before the Common Market vas intro-
ducedy Italy's iron and steel industry has undergons a more¢ startling.
expansion than any other in the Community, actually doubling its- '
production since 1952, L

S0 the hardest nuts to crack in economic integration are cer-
tainly not the Customs barriers or quantitative restrictions. It
must be borne in mind that duties, quotas and other impediments to
trade are really only the outward and visible signs of a much more
basic circumstance, the diversification of the cconomic structures
of our countrics over the centuries, and the splintering of Europe
by economic nationalism,

Thus a market which han boen geographically oxtended by the
abolition of impodiments to trade is not at all the same tuing asg
& true common market. A truc common markot can bo achieved only
by positive action ~~ the estublishment of a certain common economic
order in the morket so extended. This involves common rules for the
short-term operation of a mariet bascd on the principle of froe
competition, common long~term markct planning, and common or at
any ratc co~ordinated economic policiocs on such matters as the
buginess cyecle, currency, transport, intornationsl tradeo, toaxation,
soclal-security charges, enorgy, agriculture, and so forth.

le B.CeB,Cote contribution to the introduction
of a common market

Such are the major problems raised by tho creation of a
common market, Before I go on to discugs the manner in which tho
common market for coal and steel has developed in proactice, I should
like to put forward a fow general obmervations on the part which
E,Ce3,Ce has playod in solving them,.

Ite firat duty undor the Treaty was to establish rnormal
conditions of competition in the coal and steel morikets, and
thereafter to sce to it that tliese wore maintained and respected.
Yo this end, the Community's institutions, and in particular it
Exccutive, the High Authority, are rcouired to eliminate and
prohibit all elementsy incompatible with normal compotition, to
intervene on a limited scale so as to create markot conditions
caloulated to promote such competition, and to intervene direot
in production and markecting matters where the prevailing conditiong
of competitidr are working out counter to the basic aimsg and
objects of the Community., : ' o
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0} iven,the proper deprnc of markot transparoncy. s,
are the; fore required to publish their price- schedu;es, th 1 ey .-
rihciple fix as thoy see fit. The High Authority for ltu;*"
part contribut s to market trunspargncy by conducting a contlnuous
study of market trends and publishing at regular intervals programmos
~with forocasts on production, conavm>tlon, Qchrte and imports.

The charging of alfferont prices for similar transactions
is incompatible with the pvnnciplc of competition. Zefore the
Common Market was introduced, such dual pricing was guite usual
in the Communlty countries., The prohibition of the practice has
resulted in substantial roductions in the prices of products traded
between one Community country and anothers At the. game timo, it
must be acknowledgeu that the Treaty's aspecial rules on pricing do
raige a definite problem with regard to competition hetweon coal
and the other sgources of energy, such as, in particular, oil, hﬂlCh
is not governed by them., L shall be roferring to this matter in a-
moment, when I come to the subject of the co-ordination of enecrgy
poliocy.

In the case of bulky products such as coal and stcel, tho
abolition of disgeriminations in prices ex mino or e¢x vorks is
completely stultified 1if discriminations are allowed to continue
in traneport ratow and hence to push up the delivered prices for
certain consumers, particularly those obtaining their gupplics from
& Community country other than their own. The Uigh Authority thoro-
fore had first of all to do away with the arrvangements whierobhy
carriers chargod different rates in rospect of the same froights
and the same mileages according to the country of origin or of
destination. In addition, the introduction of rail through-rates
for crosg-frontior trdffic involved working out new formulars to
make theso rates tapor continuously over the whole run. | The rosults

hag been a considorable reduction in cross-frontier branuport ocots.

The wholo operation 1s a good oxample of the radiation effect of

partial integration: it could not be earreied through offectively wifhoutfi

reporcugsions on the non-integrated sectors.

The transport problem haw proved very much morc difficult
in the case of the other two moin modes of Lrwnaoovt, road haulage
and carriage by inland waterway., Tho difficulty is that in both
‘these cases consigments shipped from one country to another are
~ conveyed the whole distancée by the same carrier. If the whole trip
- yrere.charged at the carrier's internal ratos, this would dJSthrb
~ the balance Letweon the different modes of transport in each of
* the member oountrles 'on the other hand, if each log were chargod

¢f {at the rates in foruo in- the country concerned,- there would be no-
~.compétition. :n the seotor -at all. The High Authority has been

endeavourlng -= go far ‘without result -~ to reach a satlsfﬂctory
' ”‘A;partlal‘agreement respoctlng Rhlne rlver uh:pplng




been concluded in: the Council ‘of Ministers, but has up -
unfortunately, remained a dead 1etter;'_The»SOIﬁtiOH;fIfféé ; can -
only lie in a full-scale Community transport policy -~ that is,-in
the General Common Market. ' « -

When the Common Market for coal and stcel was introduced, the.
High Authority was confrontad by o whole range of Government systems
and regulations which were in conflict with the princinle of compe-
tition, It first compiled an exhavstive list of these, and thon
abolished them by a scrics of decisions on such practices as Covernment
price~fizing and the running of compensation schemes in all kind of
fields., Subsidies and special charges was progressively done avay
with during the transition veriod.

Agein, strictly, Governments vers suproscd to take no action
affecting the pricing of coal and steel. But, as you will realize,
it would have been unreasonable to cxpect them thenceforth to nlan
their wholo economic policy in line with the Common Market and the
development of two individual industries, howevor vital., So, az wo
all know, it does happen that the broad outlines of economic policy
are fairly markedly at variance with tho basic olementa of the
economic situastion within the Community. This is naturally reflected
in differing reactions to cyclical price movements, o problem with
which all the Governments are cloasely concerncd,

This gituntion has somewnat complicated mntters for the
High Authority, thus incidentally bringing out the limitatinng of
partial integrotion., In particular, it has bheon found that sowe
Governments, whosc goneral economic policy is based on different
principles, are in the habit of taking direct action in the coal and
steel sectors which 1o liable to distort the novrmal operation of
the market, Tho High Authority makos usc of 1ts powers whore it
proves impossible to reach an apreed settloment. Notos arc conpared
in the Council of Ministers on the different means of oconomic
action in mo far as thoy uare likoly to affect the coal and stecl
markets, with a view at any rate to harmonizing the activitics of
the High Auvthority and the gonoral economic policies of tho Govern-
ments, But from the morc long-torm anglce there con be 1o doubt th:t
& Iuropean economic vnolicy is o "must." . :

The functioning of & competitive rarket is not conditioncd
purely by operators' recactions and official measures: it 1ig also to
a great extent governod by the actual structure of the markcot iteelf,
For this reason concentrations among coalmining or iron and steel
enterpriges require prior authorization by the High Avthority, and
producer cartols are in principle prohibited. As ang to be expocted,
the introduction of the Common Market was the signal for a definite
movement towards concentration.
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‘rations authorized so far by the High Authority have beeniof
S el ome were mainly intended to improve specialiﬁatiohfbyﬁhar onie -
" zing production programmes or to rationalize production by instituting .
Joint processing facilities, while others were aimed at making enterprises -

" better able to withstand cyclical fluctuations by means of mergers with

raw-material or progessing concerns. The Treaty is in principle all for
larger enterprises provided this is calculated to afford economic and
“technical advantages without involving the danger of market dominance by
individual firms., Difficulties of interpretation have, however, arisen as
" to where and how a planned concentration may make it possible for the en-
terprise concerned either to determine. prices, to control or restrict pro-
duction or digtribution, to impede competition in a substantial portion of
the market, or, by establishing itself in an prbificially privileged position,
Yo evade the rules of compotition of the Common Market, This problem came
up, in particular, in conncction with the projected concentration between
the two big German concerns Thysser and Rheinrohr, and was never solved in
the end, since the application for authorization way ultimately withdrawn.,

The structure to be established in the coul market has all along been
one of the most intractable problems of all, It ig not enough to ensure
compliance with the prohibition on cartels and centralived buying and sel-
ling egenciess what is neoded is a system which will both permit thoe market
to operate and make duc allowance for the basic charaocter of the Conmunity
industries, In the Ruhr, the High Authority insisted on the institution of
three sopurate and indepondent selling agencies in place of tie carlier cene
tralized selling systom known for short as "Goorg"s at the same time, to
enable the inductry to cope with market difficulties and falling sales, it
allowed some matters to be handled on behalf of the ageneies by a joint
office, The structursl crisis in the coul market hag brought this problem ,
up once more, It is now for the Court of Justioce to give its ruling whether -
a centralized gelling system can be wuthorizoed by the High Authority in
cocertain given market situations sueh as have heen cauged by the radical
alteration in the sales pomition due to structural changes in the energy
market, The High Authority for its pert, in accordance with a suggestion
from the Iuropean Parliament, has with the agreement of the Council set up
a joint committee to examine whether the Treaty should be revised to eover
the new situation ecreated by the coal crisis, '

: Over against the problem of the selling agencies; we have that of the
‘buying agencies. The High Authority was not prepared to approve national
protective srrengements such as those in France, where French buyers are
;forbidden to approach non~French dealers but must carry out all transactions
with supplierys in other Community countries through an official agency, the

VJ'ASSOCiation Technique de 1'Importation Charbonniére ( ATI0).  This matter

. was also. laid before the Court: of Justice; recently, however, the French =
Government and the High Authority embarked on a fresh attempt to settle it
rivately between ‘them, o ' T R S




Cbﬁpetition_ggy se cannot of course dispose of all problems of =
market operation. In some cases it cap produce results counter to -

the "social optimum". Direct action may then be necessary to ensure . -

a balance which would otherwise deteriorabe intc s cumulative process.
So far High Authority interference with the operation of the market

has been extremcly limited. When the Common NMarket was Tirst intro-
duced, the High Authority fixed maximum pricez for coal and scrap, in
order to avoid the havoc which might have been created by an abrupt
switch from vegulated rational gystens to complete freedom within a
broader market, The waximum prices for ccal were progresaively
abolished as conditions of competition improved. The maximum prices
for scrap were supersaded by a compensation scheime whereby the high
prices for imported scrap were reduced to the lower level of that
recovered within the Common Market, since alignment of internal prices
with the marginal import price would have resulted in increases pre=-
judicial to the smooth expansion of steol production., The compaznsation
arrangements were discontinued at the end of 1958, by which time the
scrap supply position had improved considerably,

Once the verious devices for regulating the vperation of the
Common Market hed been established, the High Authority turned ite
attention to the matter of long~term forecosis and the moans of
achieving for ccal and steel the objectives noedad to ensure the all-
round exzpansion of the economy. In industries where capitel schemes
take 80 long to corry out -~ think of the time it takes to sink & new
mine shaft -~ ond where the production facilities so provided are
intended to last for many years -- pite, blagt-furnaces, rolling-mills
~- it o not possible to plan development on the Lasis of the short-
term developmont of the murkets ways and means must be found to obtain
g comprehensive long-~term picture of the overall position, This is
vhat the High Authority sel out to provide in the Goneral ObJjectives
for 1960, 196% and, in the case of coal, 1975 which it worked out in ,
1956 with the aid of studies conductod by spocial commlttess consisting
of the best experts of the Community, and published in 1957, Thepe
deal with the production cupacity to be developed in the various
sectoras of the coaluining and iron and steel industries, the planning
of production processes, the use of new techniques, and the position
regarding supply. Such objectives necessarily contain some inaccura-
cles, and accordingly have to be revised from time to time -~ those
on steel are in process of revision at thig moment ~- but they are
esnential 4if the enterpriscs are to be able to get outside their own
caleculations and see them in the round in the context of the broader
market as a whole. The Genergl Objectives imposc no specific targets
on the enterprises, and leave them entirely free to judge for them-
selves as to the profitability of any particular project; what they
do is to assist them in the gelection of their investments and the




“planning of their production and modernization activities by supplying

~ practical data based on an overall picture “which individual’ enterprises -
- or small groups of enterprises could never hope to obtain. Also, they

~ serve .as a basis for proposals by the High Authority to the Governmenis
~concerning measures coming within the lalter's Jurisdiction but affecting
~the coalmining and iron and stoel industries. - B o

Finally, the General Objectives constitute the basis for the High
Authority's investment policy. The High duthority hay -availed itself of the
means afforded by the Treaty for harmonizing investment , It has widely publicized
the reaults of its annual investment surveys, thus onabling all Community enter-
pricea to view their own projects in relntion to tho whole ocorpus of sohemss car-
ried out and planned in the Common Morket. It hag arranged mcetings
with Community producers; it has issued general warnings -- in particular
seeking to dimsuade oenterprises from embarking on unduly large-scale
investment in certoin sectors ~-~ and since September 1, 1955, it has 1e-

- quired all major capital schemes to be declared to it in advance, It

- examines these to see whether they are in line with the Genoral Objectives,
and in some cases issues official opinions on them; lists of these opinions
are published, so that prospective lenders are able to ask tho enterprice
concerned for the details of the opinion before sinking capital in a

scheme which the High Authority may have deemed undesirable.

4 further dindirect influence on investment is oxerted by the loans
which the High Authority is empowered to grant to onterprises out of its
own borrowingss advances to & total value of 250 million dollars have thus
been made to Community enterprises to help finance capital schemes in
line with the General Objcectives, :

The High Authority's activitics in the field of investment have not

- been oconfined to the techniocal production sidet it has also made oub-

‘stential sums available for the building of some 50,000 housing units -
for workers omployed in the Community industries,

4 An esgential adjunct to thisg pblicy of long~ternm guidanco:has been
the ligh Authority's work in conncotion with teehnical research, which -
~ 4t has both co-ordinated and ascisted financially, o -

" The introduction of the Common Market created é'néw situatiopﬂfpi.
~the Community industries. ‘All processes of adjustient to. new economic - ..
~eonditions. are liable to triggervoffjchanges,andlreconversions,Which TR

- take time and involve sacrifices, ‘Thia:is:the;prigelpﬂiprpg;éséﬂﬁndér¢‘




anyve¢oébmic system. What would be altogether wrong would be,fof?the'
full brunt of the adjustment to be bornc by the workers thereby
rendered redundant,

Where certain enterprises were obliged as a result of the intro-
duction of the Common Market to close down or to undergo reconversion
during the transition period, and even during the two years following,
the High Authority helped to ensure that the workers concerned suffered
no real hardship and were found productive re-cmployment. In point of
fact, the advent of the Common Market did not result in very many c¢lo-
suress such as did ensure affected only a comparatively small number of
workers, and the implementation of the Treaty's provision on "readapta-
tion" -- the tiding-over and, if necessary, retraining of these men =--
duly eased the process,

The more rccent structural crisis in the coal sector, hovever,
has necessitited readaptation on a far wider scule than did the intro-
duction of the Common Market, The Treaty did recognize that technical
and cconomic progress was liable to involve unfortunate social reper~
cusaions whore the neccusary changes involved unemployment or sudden
wage cuts over whole areas, snd it therefore provided that in ouch
cases roadaptation might be vndertaken in the same way as during the.
transition period., But nothing was said as to readapiation in the
event of radical changes in the basic structure of bthe markéet itsclf,
In face of this new statc of affairs, it became necessary to amend the
Treaty, and this was done, in accordance with the Trcaty's own provisions,
all the Com wunity institutions co~-operating, Under the new clauges, the
- High Authority is cntitled to take action to assist tho readaptation of
workers affected by pit closures, and oven the industrial redevelopment
of the areos concerned.

While the short-term oper tion of the Common Market has thus now
and then been compliocoted in some fields by the inevitable limitations
of partial integrotion, greater difficultics have arisen in the framing
of a common long~term development policy., Very carly on, long before the
coal crigis set in, it was rcalized that there could be no poseibility
of a separatc coal policy independent of the broader framcwork of a
general energy policy. Accordingly, the Governments of the Community
member States at the conclusion of the Treaties of Rome acknowledged
the value of the High Authority's methods of influencing long-term
developiment, inasmuch as they asked it to submit to the Council of
Ministers a set of outline proposals for an oversll energy policy. Thisg
was done in October 1957: the Council approved the proposals and directed
~the High Authority to draft concrete proposals for the co-ordination of ,
Community cnergy policy. I shall be returning to this point in a moment. .




' fBut before I gd on to discuéé,these problens concerﬁing the
coal market and energy policy, I should like to say a few words
about the steel market. '

2. The stcel market

This year has been a good one for steel.

During the past few months E.C.8.C.'s stcel production has
been the highest in the world., This is the firast tine sinco 1956
that the aggregate steel production of the six countries has torped
even that of the United Btates -~ a result of contrary businecss
trends in tho two arsas, with the American industry in reccssion
and ours hooming. ~

European production for 1960 will work out at just on 73 million
metric tons, an all-time reoord, thus reaching the level indicated
in the High Authority's 1956~57 General Objectives. And this has
been achieved without producing any shortages to speak of in ove
‘or scrap, and without sonding up prices, which are indeed showing
a slight downturn as tho year closes,

The balanced position as regards rawe-material supplios ie
mainly due to the investment poliocy initiated in 1955, which may
be gummed up as concentrating on inereasing pig-iron production
capacity and restricting the construction of steelworks consuming
gorap. Thoe aim waus to alter the pig-iron/sorap ratio in stoel-
making in order to avoid bottleneoks in asupply and to shield the
indugtry from the fluotuations and uncertainties which were bound
to result from undue dependence on scrap, Thiec meant encouraging
economization on serap by providing incentives, in the form of
bonuses, for the increased use of pig-iron and liguid basic Bessemer
steel in the open~hoarth and clectric-furnace stcelworks; even more
important, it mcant stepping up the production of the iron-ore
mines, the coking-plants, the sintering-plants and the blagt-
furnaces., To this end it was necessary that investment should
‘be planned accordingly, and the High Authority did everything in
its power: to encourage planning along the right lines. Thus
practically the whole of the loans granted to the iron and steel
Andustry since 195% -~ 63 million dollars -- werc allocated to

' installations.calculated'ﬁo increase the production of pig-iron,
The grants for technical research also contributed materially to
~this desgign, . ' N o ,




: ~ Now a few observations on the outlook for Community Steel
= production, T

Production per man/shift has rigsen by 60% since 19523
production units have increased substsantially in size and
capacity =-- the million-ton-as-year works is now standard --
yet the concentrations necessitated by technical development
pose no threat to competition in the Common Market, Trade
among Community countries today accounts for one-fifth of
total production and is four times what it was in 1952.
Average steel prices have remained gtrikingly steady at 2ll
phases of the busginess cycles the increase sincs 1953 hag been
no more than 3% in the Community, as against 23% in the United
Kingdom and 40/ in the United States. Buropecan priccs are
today known to he both stoadier and lower than those of eithor
of these two major producer countrics. The only product which
is giving rise to some little an¥iety is foundry pig-iron:
third-country competition is very keen in this sector, and the
High Authority is having to study possible means of dealing
with the gituation,

In every respect, thorefore, the ontlook for the iren and
. gteel industry is excellent, The Community is investing nearly

700 nillion dollars & year in schemeuy for expanding production,
and continues to account for over 50, of the stocl cxport trado
of the world. At the same time -~ n point which the [igh
Authority feels it only right to cmphasize -~ it 18 not onough
novedays to have substantial production capaclty at disposals
it is also necessary to cetablish and fostar eccnomio: and
commereial relations with the parts of the world able and
willing to take the production eoncornad. This is an aopoct
to which we are peying specisl atiention, at a time whon a
country like the United States de having to allow 45% of its
capacity to stand idle. '

3. The coal problom and energy co~ordination

At the time when the Treaty of Poris was being negotiated, -
and for some ycars thereafter, the c¢vuerts -~ and not the B
experte in the six countries only ~- were definitely axpecting -
oconl to continue in short supply for some considerable time to
come, in view of the calculations asg to the steady inercasc in. -
energy requirzements, : :

In 1950, the countries which now form the European
Community were particularly anxious to avoid bottlenscks i
the coal scctor. At a time when coal still provided 73% o

- ‘the energy consumed in our six countries,. tho whole proce
f eoonomic expansion and reconstruction seemed 1likely to b
.éopardizediif dodlggvaiiabliitiesfdidtndﬁﬁihbréas




riﬁifhrrequirements. ‘Bven as late as 1957 it was still :
“that coal'requirements would be up to 306 milliqn-met ic . tons -
by 1960: yet in 1959 consunmption totallced only 241 mill_,f*

It would be going ‘too far, Lowever, to say that the coal
.erisis came as a completo bolt from the bluc. To cite only
one example, the Wigh Authority's Third Cencral Report in 1955
laid down a2s a long-term prineinle that it would ba necesgsary
"to establish conditions which will cnablo Community cosl to
withstand competition from imported coal and fucl 0il, and
should the case arise from other sources of energy." All
cfforts, it was added, should be concentrated first and fore-
most on this objective.

It must be admitted that nobody thoen really envienged such
a rapid and largc-scale devolopment of competition Lfrow oil,
or imagined that in a fow years' time the shnre of coal in
Buropean cnergy consunption would have shrunk by 19% and.
natural gos come to play suck an importent part in supply.
Nobody foresaw or could havs foresccn the astounding results
of the latest prospooting activities, which have spened up so
many new reserves of oil and natural gas,

The first eymptoms of the coal crisis bhogan to bo apparent
in 1958 and 1959, wnen stocks ware found to bo scomnulating and
production had to be cut back and shorteting working introducoed.

Wheroas pithond stocks at the end of 1957 had amounted to
only sbout 7,200,000 metric tong, o yoar laten they had: rigen
to over 24 million, and hy the e¢nd of 1959 to 31 million. ™ Tho
ineidonco was by uo means uniform: 4t wos soen at it worst in.

Belgium, whoery 25% of annual produvction had to be put to stocka‘ €7

Thess mounting stocks ruflaected tho European coalmining -
industry's inability to adjust itaclf prouptly to the shrinkago
in consumption, even aided by a 5% production cutback through
short-time working und pit ¢losurcs, and by restrictions on
imports from third countries,

Now «= an important point -- the process of accumulation.
continued even in 1959, when induetry in goncral wols agnin
doing excellent business, with the iren and stecl industry
olamouring for ocoke and powsr-station consumption running at
a high level. 2 ‘ o

i




} In the main, therefore, it is clear thut the sales
‘difficulties of the collieries are duc to taoc incrcasing use
of fuel o0il and natural gas in place of coal. Other factors
were also operatives greater efficiency in the use of coal
itself has been tonding to broke ezpansion in demznd, while
the movement of maritime freight-rates and pressure from oil
on the American home market have cowbinad to make American
cosl landed in Burope a direct compatitor to the Community-
mined product. :

Accordingly, measures have had to he taken to dofond the
position of furopéan coal, and above all to zdjust it to
technological and economic duvelopmonts.

Various typec of dufensive aetion have been adopted, “ome
countries have imposced rostrictions on imports from third
countries., This was, howsver, possible on o Limited scale
only: long-torm contracts had becn coneludaed by many Belgian
and German consumers, more porticulurly with Aneriecan suppliers,
and these frequontly had to be speeiclly eommuted; morcover,
certain dimported gredos were still indlspensoble and no real
reduction could be mude,

The national Govornments concorned also took action., In
Germany in purticular, an import duty was medo payuble on avery
ton of coal entering the country in oxcess of o specified
duty-freo quota {fixed for 1961 ot 6 million motric tong), In ‘
the case of Belgium, o cedling was plnesd, by the Tigh Authority's
Deeision MNo. 46/59, on laports from third countries. It is now
accopted that the Comrmunity should dmport some 18-20 million
metrice tons of conl a yonr frem outnlds sources ~- us agoingt
a level of 43,900,000 in 1957 -- in order to provide for resl
roquirements wnd to proscrve certeain traditional flows of
trade.

Buti offlcially-imposed rostrictiona on inmports from third
countries obvicusly could not pogsibly be an adcquate gsolution
to the problem.

Defensive measures heve therefore also been adopted in
regard to prices, with thce aim of making them more oompetitive
vis-h-vis other sources of energy. Frice cuts have hoon mud 3y
more particularly in respect of the most vulnerable and honce
most threatencd grades, and producsrs have in many cases - heon
prepared to make sacrifices in order that the consumers should
not be too much attracted by imported coal. :



Yet even so, ‘these measures sre not sufficisnt to meet
the crisis, ' L S : ' ' o

Complete overhaul of the industry is what is needed -< ,
that is, thoroughgoing reconstruction and rationalization.  To.
this task the High futhority hes heen devoting itself, in
co-operation with the member Governnents, with the object of
ensuring that the process of adjustueni and the necessary
trangitional srrangements go through smoothly.

The best moenn of improving the competitive position of
coal is by rationslizing operations end increasing productivity.
This is particularly important inasmuch as in the coalmining
industry wage costs still bear very heavily on the price per
ton.

Thanke tc mechanization, hetten siills, longer shifts and
the partial introduction of the five~day weck, and aslsc %o the
elimination of uneconomic pits and workings, output peyv man/
shift has becn raised quite conaiderably, from 1,586 kg. in
1958 to 1,906 in 1960, The High Authority's loan and rescarch
policy, incidentally, is also designcd to pronote this trond.

But even as part of the positive rationalization to be
carried out, it wes found essential to conduct negative
rationnlization too, i.8. to do away with uneccnonic production
cepncity. The French and German producers have realizcd thig
and wade arrvangemento sccordinglys in the case of Belgivm, to
which T shall bo roferring in a moacnt, o reocvganization
pregramme hag been worked out by the Goveracmt and the High
Authority, aiming at the elimination of capacity totalling
9,500,000 metric tons over the period 19%9-6%, '

The High Authority, to encourage this negative
rationalization, extended the rodundant workers! ontitlement
to readaption assistanco beyond February 10, 1966, ond set
aside various sums for this purposae, which by June %0 of thig
year totalled approxinately 45 million dollars. It also
endeavoured to lessen the financial burden represented for
the colliovries by the holding of amccurnulated stocks, allccating
under this head thoe sum of 7 million dollars -~ of which
5,500,000 were leut to German collicrios -- +¢ help ensure, .
emong other things, that ghort-time working was kept to a
minimun. ‘

connection is that, while the coalmining industry mugt undergo -
adjustment and rationalization, it will nevertheless @ i

The ‘basic pfihciple of the High Authority's work in thig

importan
i.f




Thé?éééé of'fhe’Be1giah coalmining industry

"By the terms of the Tfeaty the High Authcrity may take”direbt'
action in respect of production aond prices only in excaoptional cases
of severe glut or shortage.,

Belgium has, however, all along been a special case, owing to
its high production cousts and to theo difficultios arising from the
geological conditions in which the coal devosits have to bo workaed.
During the transition period, & compensatiion schero paid for by the
German and Netherlands producers vas oporated to facilitate the
sale of Belgian coal and give the Belgian collicrics a respite in
which to adjust themselves to the conditions in the Common Marlet,
Special grants were nede to the sub-marginal plts in the Eorinage
coalfield, and a reorganization programme wag rocomumended,

However, when the trensition peviod explred in 1958 the industyry
was s8till not on anything like a sound focting, and gonme pito not
even within measurable digstunce of Titnese for dinteg

vpration inte
tho Conmon Market. Productior stood at about 30 million motrie tona
a year,

Now 1958 wea to prove a particulnrly hawd yoor for the Belgian
industry, in which no logs than one~auanrter of the conl wined had
to be put to stock,

Still greateor emphasis was Forthwith ladd on the now absolutely
vital neczsasity for swoeping reorganization,  Yhe Jigh Authority Lor
its part decidod that it would only authcrizs the. subsidics proposad
by the Belpian Governnont provided it received defindto undertakings
concerning the full-gcule ruconstrveticn of the industry. Tta own
action consisted meinly in finanoial asaistnce for roaduptation
and stock accumulation, and in the organizetion of "mutuasl aid"
by the other member countries in cheoking the origin of imports
from third countrices, in conncetion with price alignment and olosures
of uneconomic pits.

1898/61 o



ut in 1959, despité the introduction of .a netv

payment of the subsidies authorized, things went f
ey until on December 23, 1959, the High Authority was
ria'deciSion“concerning-the7implementationiOf irticle 37 of . .
e Treaty in respect of ‘Belgium. Article 37 provides for the adoption
of precauticnary measures where a Covernment is able to gshow that
its economy is exposcd to "fundamental and pevsistent disturbanceos.™

RSN

The grounds cited in support of the decision arc highly
illuminating as to the intentions and objectives of the partics con--
cerned, Thus

(a) for the Belgian coalmining industry to be rendered competitive
independent of assistance or protection, cpecdier and more drastic
reconstruction will be required: the new plan provides for closurcg
representing the forfeiture of 9,500,000 metric tong! sapacity
between 1959 and 1963;

(b) the process of reconstruction might have been interfored with
by imports of foreign coal into the Belgian market in 1960:¢ urdor
the plan, Belgium was to impose further regtrictions on imports
of third-country coal, while producers in the other Community :
countries woere to restrict their deliverics to Belgium during 19603

(¢) the Belgian Government was to be regponsible for sociné to it
that the home market was not thrown into disnrray by largo-scalo
unloading of pithead stocky,

In connoction with the Belgian reorganization scheme, tho
High Authority entered into o numboer of financinl comnitucnte:

(1) it sallocated 6,400,000 dollars for special allovancos o
mineworkers placed on colleotive short timeg

(2) it gronted 1 million dollars to help finance the holding of
stocks

(3) it made available 10,560,060 dollars for tho rendaptation of
a mexinum of 29,000 workery, wnd 7,500,000 dollars as a VOLZO-
cost subsidy to enabloe pit closurecs to be phased over a period.

The High Authority is also preparcd to contribute financlally
to area~-redevelopment schomes under Article 564 of the Treaty.




- Reorganization in the Community generally is resulting in-
~in coal productions the total figure for 1960 is expected to-work
at 232 million metric tons -- 2 million loss than in 1959 -- while --
production losses deliberately inecurred by vecourse to ghort-time =
working have been reducad from 12 =aillion netric tons in 1959 {o-
6 million in 1960. : '

The comparative balance between cosl 2veilabilitiés and coal
sales is not, however, anything like firmly established, especially
in view of the price war now in progress in the oil market, the
new deposits of naturzl gas found iu the Cormunity, and the gencral
level of busingss activity.

Defensive measures, ms I have mpentioned, are being adopted on
behalf of conl. Action is being taken bobth at national and at
Community level to crrry out the neceassry woorsanization and
adjustment., To cushion the harsher reperoussiona cof the crisis,
the Governments of the coalbearing countrice hove introduced
emergency crrangements. These are many ead verious ~~ limitations
on the annual rate of increase in the consunption of potrolewn
products, cuts in imports »f coal from third countries, spacial
taxes and/or excise duties on potrol and dlesol oll, astiffer Lerms
for oil importers (p&rticularly in regord to buffer stocks), and so
on and go forth. But the arrangements vary from one country to an-
others they ore in no way co~ordinated, and the facilition available
to the Governments differ widoly according Lo the prossurcs from
private intercsts, the legal status of thoe scebors concerucd and
the regulations in forec,

There is thus little consintency in the oversll ricturoe, uand
cuo~ordination at Buropean lovel is undoubtedly highly desirable,

For it is to tho common iatorcst of all »ur countries thnt the
pregent pressuro on thoe cerluining industry should not be allowed
to culminate cither in social ruin for tho 900,000 workers at tho
pits and ths arens ocoonomicnl ly dependent on thom, or in the for-
feiture of the stable indigenous sourcse of supply roprosented by
Luropean coal, or the collapse of an industry which onca proporly
reorganized and set on a forward courss hos o long-torn economic
role to play which nobody could seriously tniank to deny, Also, 14
ig to our common intoerest thut the cost of energy should be low
enqygh to safegurrd the competitive capacity of the Buropean
industries, and thot Burope should utilize ond integrate on a
major scale, the new possibilities afforded by oil, natural gao
and nuclear fission., ‘ :

When the E.C.8.0. Treaty was couneluded, this positively meteoric
rise of competition from oil and natural gas was. as yot unforeeeers
pectation was not'of-aréhrqnic~surplusjbuf}of} S

rt :offcpal¢.,EVQn'atithe}cqnolu31bnfof;t '
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releZud the nbed tu co=-ordi
, ‘ In an Intorgovernmental Pro
fsigned,upon the rntlfloablon of the Rove Treaties, the High Au,lorlty
of B.C.3.C. wag dirceted tn worlk oul, in co-operation with the-
Executives of the Common Market and Eurqtou, proposals for the ¢o-
ordlnntlon of energy policy.

This involved 2 great nmany problems, in connection not only with
the waterial developuent of the. enorgy cconomy in the Gemmon Market,

but 2lso with the considerable diffarences in the individual countries!

intercats, the precise powers and responsibilitics of the threeo
Communitics and the threc fzecutives, and the anoctual provisions of
the Treaties., The threo Exucutives first of all sot up an Inter-
Executive Working Party, presidad over, in scconrdence with the
Protocol, by a raspresentetive of the High Authority. On the basis
of tho Working Party's directives, ad hoc committecs of expert staff
members of the thros Comwunitics arc now stud ring the position and
trends in the enorgy cveonomy, competitivoe Ound¢tions, rossible ways
and means of hermoualzation, ond the long-term prospects for an
ONerLy COoCNOmy.

This sgtudy werk has of course beesn corried on in counsultation
with tho Govermnent depariments snd offlcinl bodies concerned in
the different countrlios, and the Working Purty hes beon able to
submit to the Council of Ninisters a nuubor of momoranda on the
broad outlines of ana onergy policy, th2 main principles for policy
co~ordination, and the priority measures to bo ndopted during a
transition poriod.

It is cortainly too cerly ap yet to malke any nssossment of
what has been donc in this rogpoet. No practical effoot has so
far boon given to thu various proposals, as rosponeibility in .these
matters lics with the Governments asnd the Councils howover, the
following resulte have hoen achivveds

(1) A workable arvangement bhans bLeen instituted for intGI~wXuVHth0
co~operation, ‘

(2) A regular exchange of information and opinions hag grown up
between the lixeoutives and the Governments, as a result of which

the proposal has now beun put forward that Community conaultat10n1}f

should take p]auo prior to any futurc notlon by 1ndivxdual
Governments in tnc fleld of rnergy.

’;7(3) The aho't- and 1

,' for coa] aad sto arn in
& of'a;l sourcos oi enurgy,c




7 ly-detailed surveys have been conducted with a view to determin=
ing the-cost and price position of Community coal from the point of -
view of competition with third-country coal and with oil., A very
large number of enactments and conventions, on such matters as
regulations concerning competition, fiscal systeuis, social charges
and -import policy, have been examined clause by clause to ascertain
their bearing on the competitive position of coal and oil. These
apparently somewhat academic studies form the basis for the practical
framing of a co-ordinated energy policy, since one of the aims of
such a policy would be to harmonize conditions of competition.,

(5) Guiding principles have been worked out for the objectives and
measurcs to be adopted in nlong~tern Community energy poliocy,
The policy envisaged is to be based on principles of competition,
not of cconomic self-gufficiency or rigid protection,

(6) Agreement has also been rcached on the need for certain emsrgency
measures, and in particular on tho nced to enable the Community
coalmining industry to adjust its capacity and organization to the
gtructural changes in the energy market and the incrcased préssure
of competition, This process would improve its competitive position
by progressively eliminating unecononic capacity which could not
withstand ceompetition, It would be necessary to bear in mind most

carefully both security of supply and the socilal intercsts of the
mineworkers.,

The Inter~ixecutive Working Party is now studying the procodurs
which will be required to implemont its proposals. It dc¢ important
to be clear right away as to tho need to agree woll in advance on
points of procedure, Some of the meagures propnscd, such ag the
harmonization of coal import pelicy, can be put into offect under
the exigting Treatics in accordance with the powers and proccdures
laid down in these, Others, such as the susgestion that tho member
Governmont should be required to ccenault together beforo action is
taken at national level in the onergy sector, would nceesailtate
supplenental protocols or conveontions, With othors again, including
in particular that concerning the practical application of an
"emorgency oclause' at Community lovel, it would be neceasary to
examine whether emcrgoncy nction of this kind was compatible with
the Treaties, or whether it would nean reviging, say, the E,C.5.C,
Treaty, in nccordance with the revision procedure for which the
Treaty itself provides,




-7 But the question as to how far the Community or the Bxecutives
are‘entitledi to act in the co~ordination of energy policy brings us
direct to the higher political problem of when and in what manner :
the three present Communitics are to be amalgamated, - Repeated calls
have alrendy been made for a merger of the three Exccutives, yet it :
hag finally come to be realized by the advocates of the merger them-
solves that this would not in itsslf get us any further: it can only
be one gtep towards the larger objective of judiciously developing
the various formes of economic integration which have been launched
since 1950, in order to arrive at s Community in the fullest sense

of the term -~ political integration,

¢






