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INTRODUCTION

The first four General RePorts submitted by ‘the Commission
to the European Parliament highlighted the Community’s successes in
establishing the customs union and the efficient operation of the
institutional system set up by the Treaty. They also emphasized the
growing prestige of the Community and its institutions in non-member
countries. Nevertheless, the Commission could not but note, at the
beginning of its Fourth General Report, that by comparison with the
achievements in these -various fields progress made on the road to
economiic union seemed modest, although it was not to be underrated.

t . .

To redress this balance and thus promote the development of
the customs union into an economic union was the Commission’s major
~ concern. Important achievements in the internal build-up of the Com-
munity have made considerable steps in this direction possible in the
period covered by the Fifth General Report. At the same time the
Community found itself faced with prospects ‘of further extension,
while the international repercussions. of its growth became clearer.
-All the Community's action has been guided both by the search for
balanced development and by these new international factors. The
same will no doubt again be the case in the coming year.

As early as 1958 the .Commission began a thorough study of the
various sectors of economic union, particularly in the agricultural
sphere. It had first to go into the fundamental questions, hear the
opinions of all concerned, both trade organizations and government
experts, and finally work out the guiding lines of a general policy.
This work was carried out in liaison with the European Parliament,
which was associated with all the basic decisions, ‘while reg‘ular contacts
were maintained with the Economic and Social Committee and its
specialized sections. '
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Numerous decisions in various fields, taken by the Council on
the proposal of the Commission during the period covered by the
Fifth General Report, and more particularly in the course of its long
session of 18 December 1961 To 14 January 1962, made up the leeway.
The regulations establishing common market organizations for several
leading agricultural products and instituting common financial respon-
sibility for the agricultural policy, the first cartel regulation, the first
regulation on the free movement of workers between the Member
States, the programme for the introduction of equal pay for men and
women, the general programmes for the abolition of restrictions on
establishment and on the supply of services—all these are milestones
on the road towards economic union. At the same time achievements
in the sphere of trade have been consolidated by the strict application
of the 'provisions of the Treaty and of the speed-up decision of
12 May 1960 on the reduction of customs duties between the member
countries, approximation to the common customs tariff and the abolition
of quotas for industrial products. A new speed-up in customs disarma-
ment which is to take place on 1 July 1962 will further strengthen
the effect of these measurtes.

The decision of 14 January 1962 to move on to the second stage
of the transition period under the Treaty meant more than a recognition
by the-Council, as required by Article 8 of the Treaty, that the essence
of the objectives specifically laid down in the Treaty for the first stage
had in fact been achieved and that, subject to the exceptions and
procedures provided for in the Treaty, the obligations had been fulfilled.
It crowned the political and economic success of four years of Com-
munity activities, the balance achieved in the execution of the Treaty
and the resolve of the institutions and Member States to pursue the
course laid down with no thought of turning back and with the con-
viction that there would be no-difficulties, however great, in the way
of the complete establishment of the Common Market, which would

not finally be solved.
*

Among all the measures which have contributed to the internal
build-up of the Community, two called for special efforts on the part
of the six Governments to bring their positions closer together. These
were the regulations on the common agricultural policy and the first
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cartel regulation. In both cases we may note the Community character’
and even the novelty of the solutions adopted. New structures were
created and new. procedures devised to meet the requirements of an
integrated Community of. 170 million people The problems already
existed in each of the six countries. At Community level not only are
. their dimensions very dlfferent but in many cases their nature changes,
and they can be tackled 'in a new. way.:

The cartel regulation, made under Articles 85 and 86 of the
“Treaty of Rome, is the first plece of Buropean legislation in this field.
We need not emphasize once moreé the political significance of such
legislation, without which the opening of the markets and the free
movement of the means of production might fail to produce all’ their
economic effect and to serve social progress to the full. Although in
some of the six countries it does no more than supplement and reinforce
existing provisions in this field, the first regulation already makes it
possible in others to make up for the absence or .inadequacy of national
legislation.

_The regulations organizes 'constant co-operation between the
Commission and the national administrations, but it entrusts thefinal
decision to the. Commission alone. The. Commission. will have to
specxfy the details of its pohcy on the organization of competition so
that the application of the new regulation will' not only eliminate
practices incompatible with the Treaty but will help to improve the

_ structures of the economy.

In most cases the agricultural markets of the six countries were
strongly organized and governed by complex Ieglslanon——even a surfeit
of it—which was the fruit of heaping one upon another fiasures which
were not always coherent. There was very little hope of harmonizing
such involved legislation and this is one of the reasons for the scanty
success which international organizations have so far had in.this field.
The Community set about providing new machmery geared to the
‘opportunities and requ1rements of a vast market. The arrangements
decided on product by product are part of an overall plan of the Com-
mission whose general lines have been adopted by the Council. Comimon
instryments such as the European Agricu]tural Guidance and Guarantee

’
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Fund and—tomorrow—the Structures Fund, and .common rules for
competition ensure the cohesion of the whole.

To give life to the market organizations which have just been
or are about to be set up, the Community will have to outline its
agricultural policy, one of the main elements of which will be the
fixing of a common price level. Initial lines of approach in this field
will be worked out before the end of 1962, when the Council makes
the necessary decisions of principle in fixing criteria for determining
grain prices. '

Although the need to avoid excessive centralization was borne
in mind when devising the regulations, it was necessary, in order to
ensure unity of execution and jurisprudence, to entrust to Community
institutions and particularly the Commission, numerous tasks of imple-
mentation and even of day-to-day administration. The European Coal
and Steel Community already constitutes a first experience in “Com-
munity management”, but the present action will have to be carried
out on a much greater scale. In the matter of cartels the Commission
will be competent in all branches of industrial activity in the Community,
and will be able to enter into direct contact with each of the industries
in question. In the agricultural sphere it will have to fix all the details
of Community regulations, to follow up their application and modify
their working, sometimes from day to day. In each of these fields
Community administrative law will be progressively worked out and
the present regulations are no more than the skeleton of this law.
At the same time the functions of Community administration will be
extended and it will be necessary once again to specify the modes of
collaboration between the Community administration and the national
government departments.

In this way the move to the second stage will correspond
with 2 notable change in the forms of Community activity. The success
of this trend will largely determine how European integration shapes
in the future.

The Commission has often pointed out that it was not enough
to establish a balance between the progress of the customs union and
that of the economic union or to affirm that, without economic union,
the achievement of the customs union would always remain precarious.
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A

The establishment of the economic union is the very mission of the
Community. In its second period of office the Commission intends to
give priority to establishing this union in all fields covered by the
Treaty. In the immediate future and in the months ahead, the Commis-
sion, while.pursuing the action already begun in the field of competition,
in the agricultural sphere and in the social field (patticularly with
regard to the common occupational training policy) intends to lay the
accent on the decisions needed in common transport policy and common
energy policy.

- In its memorandum of April 1961 the Commission laid down
the general lines of a transport policy at European level and indicated
the possible instruments of such a policy. Following the consultations

- of all kinds which it held on the basis of this memorandum, the
Commission has now tabled a complete action programme with a time-
table for its execution. It has e_ndeavoufed to strike a balance between
the measures required to enlarge and organize markets, to suppress
discrimination and to ensure indispensable harmonization.

In the course of the year under review there were no marked
developments in the establishment of the common energy market.
Without overlooking the difficulties of all kinds, the Commission must
express its concern at the delays in this basic sector of the Community’s
economy. At the Rome meeting between the six Ministers and the
. Executives, -cettain common objectives were worked out: to establish
and maintain the free movement of sources of energy in the Common
Market and to ensure regular and continous supply of low- cost energy -
while facilitating the mnecessary transitions. While enéleavourmg to
resolve the problems which are within its purview in the matter of
oil fuel, the Commission will, by agreement with the other two Execu-
tives and in constant liaison with the European Parliament, lay down
‘the lines of approach and carry through certain practical measures.
These will include delegating to the Community adequate powers to
ensure unified administration.

The year 1962 bnngs another cleadlme the renewal of .the
association between the Community and the African States and
Madagascar. The accession of these States to independence gives the
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negotiations their full significance; for the first time Africa and Europe
are establishing by consent the economic and legal bases of their
solidarity. The conference of the European Parliament with the African
and Malagasy Parliaments revealed that this solidary has even- deeper
roots in a mutual esteem between the peoples and their cultures.

. The new convention which must come into force on 1 January
1963 will have to establish the institutional structure of the association
on a basis of complete equality between the Community and its African
and Malagasy partners. It must increase and diversify the aid supplied
by the Community and also make it possible to step up trade between
the African States and Madagascar and the Community while reducing
customs duties on certain tropical products from non-member countries.
The scale of the effort thus made will confirm the Community’s will
.to play a leading role in the action of the industrialized countries in
favour of the less advanced countries; although this Community action
is not confined to the associated States it assumes its most complete
form in dealings with them.

The Commission firmly hopes that it will be possible to conclude

the new convention in the near future.
£ 3

The declaration of the British Prime Minister on 31 July 1961
was a turning point both in Eutopean history and in the still brief
life of the European Communities. The Community welcomed the
British move. .

The requests for membership from Great Britain, Denmark,
Ireland and Norway and the applications for association from Austria,
Switzerland, Sweden and Portugal above all bear witness to the economic
and polmcal success of the work which began twelve years ago. Never-
theless, they should not lead us to underestimate the problems which
the prospects of such a widening of the Community pose for the
member Governments and the Community institutions.

The States which asked for membership affirmed from the outset
that they accepted the Treaty of Rome in its entirety. The Commission
considers that one of its prime responsibilities during the negotiations
is to watch over the maintenance of the Community rules, both those
in the Treaty and those in the regulations pursuant to the Treaty.
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With the exception of the changes which the entry of new members
in any case makes necessary, the measures of adaptation to-be taken
must be defined within the framework of the Treaty itself and the
regulations made thereunder and be based on Community procedures.
The execution of these measures must be ensured by the institutions

‘of the enlarged Community exercising the powers of supervision and

decision conferred on them by the Treaty.

Doubtless, a problem of “catching up” will arise for countrxes
entering the. Community five to six- years after its mcepnon. . This
may justify certain time lags, in particular as regards the application
of measures decided on or carried out in the eatliest years. . Never-
theless, it appears extremely important to the Commission that the
final date fixed by the Treaty for the transition period—1 Januaty 1970 .
’—shéuld in any event be completely observed in all fields. -

By .taking this firm stand on everything connected with the
Community system, the Commission believes that it is acting in the

.interest not only of the Commur;ity as a whole but also of future .

members. The widening of the Community must not be allowed to
impair its dynamic nor the confidence which European and international
opinion place in it. By showing future partners the nature and extent

~ of the obligations flowing from the Treaty and also the wealth of

possibilities it offers, the present negotiations constitute a sort of initia- -
tion to the Community “way of life” which has emerged since 1952
and which now has an appreciable influence on the attitude of govern-
ment departments and parliamentary and professional circles in the
six countries.

‘ For the same reasons the Commission has constantly insisted
that the negotiations going on should not cause any slowing down in
the building of thfé Community and particularly of the economic union.

- By accepting this position from the first day the British’ Government -

showed, better perhaps than by any other statement, the positive spirit
in which they approached their discussions with the Community. Progress .
towards economic union, a field which the Treaty deals .with only ‘in
very broad terms, moreover gives would-be member countries a clearer
picture of the obligations to which they will be subscrlbmg and of
the future shape of the Community. _

% .
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The results obtained since 1958 have lent growing strength to
the Community. A rapid expansion of its economy has emphasized
this even more. The weight of the Community in international affairs
has thus appreciably increased but also, as the Commission fully realizes,
the extent of its obligations and responsibilities towards other countries.

- Previous General Reports had Aalready.drawn attention to this
trend. The recent initiatives "of the President of the United States in
the matter of customs and trade policy have made clear to the world
at large that the European Community is becoming a major factor in
world organization far beyond the confines of Europe. ‘

The Community has indicated its hope that the President of
the United States will obtain the necessary powers from Congress to
negotiate important reductions in customs duties with America’s trade
partners, particularly the Community. The Trade Expansion Act was
drafted with a view to discussions with the enlarged Community and
it may well form the basis for new economic relations between the
industrialized countries of the free.world. All this strengthens the trend
which has recently found expression in the transformation of OEEC
into the Organization for Economic Co-operation and Development with
full participation of the United States and Canada.

This association, this partnership, should go beyond a mere tariff
agreement. It is both possible and necessary to ensure fair competition
for all parties in the industrial field, the organization at world level
of markets for the chief agriculural products, and, in the field of aid
to the developing countries, a joint effort for the organization of
commodity markets and greater financial and technical assistance.

Since they are the organs of an economic Community the institu-
tions set up by the Treaty of Rome must devote themselves to economic
tasks. This brief survey of the work accomplished and of future

‘prospects does, however, show the political implications of the action

undertaken and the scope of the political responsibilities which the
Community institutions have already assumed. The maintenance and
consolidation of the European Communities continue to offer the best
assurance of a political unification of Europe.
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The Commission has followed atfenti\'eiy the conversations
between Governments on the establishment of a new “Union” of
European States and peoples. Without the success of the Communities,
the very idea of establishing a “Union™ in such important fields as
foreign policy and defence would have had scant hope of gaining
acceptance. It is therefore all the more necessary that the future Treaty
should not put any obstacle in the way of the full development of the
Communities and -that it should even set the planned Union on a
course which, the Community is convinced, will have to be determined
by the guiding principles of the Treaties of Paris and. Rome.

It is equally necessary that the balance of the institutions be

respected in the day-to-day life of the Communities, particularly the

‘independence and authority of bodies like the Parliament and the .
Commission which have more especially the task of giving expression
to and upholding the general interest.

Without wishing to minimize the difficulties which it has
sometimes met with in having Community solutions accepted and
without passing over the sometimes unsatisfactory character of certain
decisions, the Commissibn considers that the year 1961/62 has seen
the consolidation of the Community, the strengthening of its institutions
and their powers and, an enhancement of its influence in and outside
Europe. The Commission is thus encouraged to continue to bend all
its efforts to the defence of the institutional order of which it is the
custodian and thanks to which the union of our six countries, with
the help of their peoples, Parliaments and Governments has already
become a living reality.
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"CHAPTER I

.

ON TO THE SECOND STAGE

-

1. On 14 January 1962 the Council unanimously found that the
essence of the objectives laid down in the Treaty. of Rome for the .
first stage had 'in fact been achieved. Under Atticle 8 (3) of the
Treaty this finding made it poss1b1e to embark upon’the second stage
of the transitional period as from 1 January 1962.

On 6 December 1961 the European Commission had submitted
to the Council the report called for in Article 8 (3). This report
reviewed the progress made in all the fields covered by the Treaty,
progress sufficient to satisfy the strict conditions laid down for such
‘a move; it also stressed the strides made in the other sectors and’
pointed to the speed up in particular as an expressmn of - the Member -
States’ desire to press on towards the customs union and economic’
union.

At its session of 29 and. 30 December 1961 the Commission
restated its opinion, pointing out to the Council that the balanced
development of the common matket would be seriously undermined
if the first decisions on the execution of the common agrlcultural policy
were not taken at the same time. '

T
|

As early as 24 November 1961 the European Parliament had
expressed its support of transition to the second stage, but urged
that the Council should sxmultaneously take the most important of the
decisions which were. still pending, particularly in the agricultural
sphere. A resolution to-this effect had been adopted at the joint meeting
of the Community Institutions on 20 and 21 November 1961.
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The decision to move on to the next stage was therefore closely
linked with the group of decisions taken by the Council during its
GOth session from 18 December onwards, dealing in the main with
competition policy (first regulation on castels), social policy (adoption
of a time-table for the introduction of equal pay for men and women
workers as provided for in Article 119) and the common agricultural
policy (adoption of a first set of regulations, decisions and resolutions).

2. The authors of the Treaty of Rome looked upon the Community
as a development that was irreversible. Nevertheless it was agreed
that once only, namely at the end of the first four-year stage, the
forward march of the Community could be halted if “the essence of
the objectives specifically laid down in the Treaty for the first stage;’
had not been achieved and if “the obligations had not been observed”.

This decision authorizing the move into the second stage must
therefore be considered in all its significance: not only does it set the
seal of approval on the favourable balance sheet for the first period and
confirm the resolve of the Member States to continue the implementa-
tion of the Treaty and the strengthening of the Community, but it
also opens the way to a new stage of .development.

The various chapters of this report give a detailed account of ‘the
achievements that made the move into the second stage possible. It
will suffice at this point simply to recall their salient features.

Considerable progress has been made in the sphere of the free
movement of goods, thanks to the customs and quota measures: on
1 January 1962 customs duties were lowered by 40 % for industrial
products and, as regards agricultural products, by 35 % for non-liberal-
ized and 309 for liberalized products. Quantitative restrictions have
been totally abolished except for agricultural products and goods pro-
duced by state monopolies. Finally, the first approximation of national
tariffs towards the common customs tariff was effected on 1 January
1961, ie. one year ahead before the time-limit set by the Treaty. The
duties of the common tariff had, with very few exceptions, already
been fixed. :

The first measures have been taken for progressively freeing
the movement of workers, capital and services and giving effect to
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the right of establishment and in matters of trade, transport and com-
-petition decisions have been taken which pave the way for the common
policies. '

Finally, and ;his is the decisive point, substantial progress has
been made with the common agricultural policy. The decisions setting
up common market organizations for certain products and the estab-
lishment of a levy system set the seal of success on what has without
doubt been the most arduous task of all, namely to create conditions
“for a common market in agriculture, ‘traditionnally the least liberalized
sector of all. This success has made a deep impression on pubhc opinion
and strengthened confidence in the future Europe.

The association of the overseas countries and territories with
the Community has become a reality, thanks to the first measures taken
in regard to trade and thanks to the operations of the Development
Fund.

In its- relations with the outside world, the Community. has
already begun to take its rightful place as the economic unit which
it will soon be. Its growth and influence have had effects not only
in Europe, with the association of Greece and other countries’ applica-
tions for membership and association; but throughout the free world
where the Community’s example is such that it is inspiring endeavours.
to put economic relations between countries on a new basm

Hence the impetus that has carried the Commumty forward in
these four years and the rigid application of the formal provisions
of the Treaty go to show that the move by the EEC into the second
stage signifies more than. simply that the requirements set out in
Article 8 (3) have been met. The Community has not only avoided a
possible delay and the difficulties it might have encountered if the
decisions on the move had been postponed for a year, but its develop-
ment has fulfilled, and more than fulfilled, the hopes of those who
negotiated the Treaty: above and beyond its economic effects, it is
having more general consequences of a political nature.

3. lTheb second stage, from 1 January 1962 onwards, is also for
four years. This and the third stage can only be prolonged by an
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unanimous vote of all the Member States: On the other hand, its
duration can be reduced by a decision of the Council, again acting by
unanimous vote and on a proposal of the Commission. Consequently
the Council's decision on 14 January 1962 launched the Community
on a process of integration which, as was pointed out at the joint
meeting of the Community Institutions by M. Erhard, President in
office of the Council, will progress automatically. Thus is it now possible
to count on the transition period ending at latest by 1 January 1970.
The second stage, in which tariff disarmament will continue, will still
be a preparatory phase in some fields (commercial policy, transport
policy, etc.) but in other sectors it will see the application of decisions
taken in the first stage (agricultural policy, competition policy, right
of establishment, freedom to supply services) and the gradual harmon-
ization of economic, social, fiscal, financial and budgetary policies.

The transition to the second stage had to be made before various
developments could occur in quite a number of fields; it will also
create in other sectors favourable conditions for developments which
do not under the terms of the Treaty have to be completed within
the coming four-year period. These include:

Customs disarmament. Further global tariff reductions of 10 % will
come into force, according to the Treaty, by the following dates:
1 July 1963, 31 December 1964 and 31 December 1965. The Council
must also decide on 15 May 1962 on the details of an additional
reduction due to take place on 1 July 1962 under the speed-up deci-
sions (*).

Alignment on the common external tariff. The Member States will
carry out a second 30 % approximation of the national tariffs towards
the common external tariff on 31 December 1965. The gap between
the national tariffs and the CET will then be reduced by 60 %, subject
to any speed-up measures to be decided by the Council on 15 May (?).

Right of establishment and freedom to supply services. The general
programme will be applied according to the time-table: before the

-

(%) See sec. 8.
(2) See sec. 8.
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end of 1963 for almost all branches of industry, for the wholesale
trade and reinsurance; before the end of 1965 for the food industry,
retail trade, certain branches of agriculture, certain hberal professions;
certam branches of insurance, and pharmacy. :

’ T/ae manopolie.f mentioned in Article 37. The move into the second
stage will make it possible to adjust these progressively at the: rate
alteady adopted in the first stage. At the beginning of 1962 the
"Commission made 2 second series of recommendations :on this adjust-
ment.

Competition. Regulation No. 17 (on cartels and dominant positions)
settles the detailed arrangements required for implementing Articles 85
and 86 in all the member countries. In addition Member States may
not, from the beginning of the second:stage, impose on the products
of other Member States any internal charges in excess of those applied
- to like domestic products (Article 95). Finally the work on the
harmonization of turnover taxes and other forms of indirect taxation
(Article 99) will reach the decision stage.

* Social problems. Regulations will be prepared in the second stage to
secure the completely free movement of workers in the Commudity;
a European Clearing Office for the co-ordination of vacancies and
applications for employment will be established in- Brussels. Further-
more, wages for men and women will be gradually brought into line
in accordance with the time-table drawn up by the Council.

Transport. A common policy will be adopted in this field. Rates
and conditions involving any element of support or protection must
be abolished as from the beginning of the second stage [Article 80 (1)].

. Agriculture. The regulations, decisions and resolutions made by the
Council on 14 January 1962 ‘will be put into effect; in addition regula-
tions covering -several other products and a policy on agricultural
structure will be worked out (1).

(1) See Chapters II and III for more detailed information on these programmes as
a whole,
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4. Institutional developments. The transition to the second stage
involves the substitution of the qualifed majority vote for the unanimous
vote in the Council when certain decisions are to be taken. This applies
to six clearly defined sectors.

‘When there is difficulty over ensuring the progressive removal
of quantitative restrictions on imports, as required by Article 33 (8),
any decision by the Council to raise the percentages fixed will be taken
by qualified majority vote. In view of the progress made already, this
will only arise in connection with certain agricultural products.

‘The Council will also be acting by qualified majority vote when
it issues the directives needed to implement the general programme for
the suppression of restrictions on freedom of establishment [Article 54
(2)} and freedom to supply services [Article 63 (2)}.

The same will apply to the mutual recognition of diplomas,
certificates and other qualifications [Asrticle 57 (1)} and the co-ordina-
tion of national legislation [Article 57 (2)] concerning the engagement
in and exercice of non-wage-earning activities. Unanimity is however
still required on matters which are subject to legislative provisions in
a Member State and on measures concerning the granting of credit,
the protection of savings and the exercise of certain professions (bank-
ing, medicine, pharmacy). Finally, voting by qualified majority will
apply to the directives by which the Council seeks to eliminate distortions
of competition caused by legislative or administrative provisions
(Article 101).

Finally, it should be noted that after the expiry of the fourth
year the Council may amend, by qualified majority vote, the statute
of service for officials and the conditions of employment for other
employees (Article 212).

In all these cases the Council acts on a proposal of the Com-
mission. In addition the States are to delegate to the Council power
to fix the duties in the common customs tariff for those List G products
on which no agreement was reached before the end of the first stage;
these include petroleum oil; and certain derivatives, petroleum gases,
certain gaseous hydrocarbons and petroleum jelly.
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It is true that the unanimity rule Will remain for a number
of important questions. But the extension of the qualified majority
vote. is itself -a -further move towards integration. This i carried a
step further by the institutional procedures which the Council has laid
down for the common agricultural policy, where the qualified majority
vote is often to be used in the second stage or powers are to be
delegated to the Commission. : :

Thus both in the application of the Treaty’s provisions and
in the institutional procedures in the various sectors, the move from
the first to the second stage will carry the Community forward iato -
a phase where advances will be made which will take it beyond the
-stage of a customs and economic union. :
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CHAPTER I~

THE ESTABLISHMENT OF THE COMMON MARKET

5. While continuing to pursue what has been its chief aim during
the first three years of its existence—the creation of the customs
union—the ‘Community in 1961 has extended the scope of its activities
to include other aspects of the Treaty, so that progress in establxshmg
the Common Market was more balanced.

Measures ' of great economic significance have been adopted
during the past year.

-The mterpenetratlon of markets has contmued to make progress
in the various sectors of the economy. Trade has expanded and enter-
prises have made increased effortsto adapt and rationalize their methods.

_ Although it is not always easy to .determine the exact measure
of ‘the Community’s influence on economic expansion and the develop-
ment of trade, there are, none the less, numerous undeniable signs that
the Common Market is asserting itself more strongly with every passing
_year.

The free movement of goods

6. Since the beginning. of 1962 a new series .of measures called
for by the Treaty of the speed-up decision—has been implemented
with the aim of establishing the customs union and liberalizing all
trade between Member States.

There has been a 10 % reduction in customs duties on imports,
and the initial alignment on the common customs tariff has been extended

~
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to agricultural products. Quantitative restrictions have been lifted .
from imports of almost all industrial products and the last quotas and
customs duties on exports abolished.

The application of the recommendations for the adjustment of
monopolies should gradually eliminate the discrimination these cause.
In addition, the application of the Council’s initial decisions on agricul-
ture of 14 Januaiy 1962 will have the effect of making most trade in
agricultural products subject to a Community procedure.

The abolition of traditional means of protection has so far raised
no great difficulties in the econormics of Member States, nor has it
necessitated or involved far-reaching structural adaptation.

Safeguard measures and exceptions have thus remained rather
limited and restricted to several well-defined sectors.

INTRODUCTION OF THE CUSTOMS UNION.

Tariff disarmament between Member States

7. - The third reduction stipulated by the Treaty for the end of
the first stage of the transition period was made on 31 December 1961.
Member States then reduced customs duties between themselves by 10 %
of the basic duty, thus bringing the level of these duties (including
the reductions already made in pursuance of the Treaty or of the speed-
up decision of 12 May 1960) down to 60 % of the basic duty for
industrial products, 65 % for non-liberalized agricultural products and
70 % for liberalized agricultural products.

These measures went considerably further than the 25 % mini-
mum reduction that the Treaty [Article 14 (6)] requires to be made -
on each product during the first stage.

The Council having decided on the move to the second stage,
the Member States were required to abolish customs duties on exports
between themselves no later than 31 December 1961. This obligation
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affected only some. ten duties; in all apphed by two Member States and
Lt was duly fulfllled o '

The answers to "a’ questlonnalre sent by the Comm1ssxon to.
‘Member States on'the subject of duties and’ charges other than customs.
duties and internal taxes mentioned in Article 95 of the Treaty show
that in general charges levied by Member States on the importation
and exportation of goods are rather heterogeneous. In order to dis-
tinguish those that should be considered as”charges. with equivalent
effect to customs duties, the Comiission has had to adopt a pragmatic
approach, examining, each of these. charges 'in the light of national
‘provisions regulatmg the1r apphcatlon Most, of the charges reported
affect agricultural products The Comm15510n has - established that
some of .them do constitute charges with equivalent®effect to customs
duties ‘on imports. It" has followed the application of these charges
closely and has paid particular attention to how the standstill obligation
has been respected. It has noted that several charges on imports from
other Member States have been. introduced or increased since the
- Treaty came into force.

- With respect to charges introduced after 1 ]anuafy 1958, the
-Commission has_taken action under Article 169 of the Treaty against
five Member States and ‘with reference to twcnty f1ve products of 'the
agncultural sector.

As for increases in charges with equivalent effect already applied,
the Commission acted under Article 169 of the Treaty wherever it
could not be established that the charge was an integral part of a’
national marketing organization existing on 1 ]anuary 1958 and that
. the increase was 1mposed under terms laid down by the organization as
it was,in operation on that date. The proceedings instituted by the .
" . Commission on this basis involve' two Member States and ten agricul-
tural products. Charges with equivalent effect on agricultural products
within the Community will gradually be abolished or replaced by
. Community levies in step with the. entry into force of regulations’
on the common market organizations for agricultural products M.

. (1) See Chapter 3, sec. 113,
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. Charges on non-agricultural imports are now being examined.
The Commission will send Member States directives establishing the
pace at which these charges are to be abolished as soon as its examina-
tion is complete and it can estimate whether they constitute charges
with equivalent effect to customs duties.

In three cases the Commission has resorted to the procedure
under Article 1869 in respect of increases in charge with equivalent
effect on non-agricultural products. In two cases it has referred the
matter to the Court of Justice (2). -

As a rule, Member States have complied with the provisions
of the Treaty in making tariff cuts. There have been very few cases
of failure to meet these obligations. Three cases of infringement are
now being investigated. They relate to the application of customs
duties incompatible with the provisions of Articles 12 and 14 of the
Treaty. Investigations have not yet reached the stage at which a reasoned
opinion can be issued.

The prospects of a second speed-up

8. When the Council took the speed-up decision on 12 May 1960,
it specified that it would decide not later than 30 June 1961 whether
the economic situation would permit an extra 10% cut in customs
duties on industrial products on 31 December 1961.

During May and June the Council received opinions from the
Commission, the Monetary Committee and the Economic Policy Com-
mittee, all stating that the economic situation not only allowed of this
reduction but even called for it. However, the Council agreed to
postpone the re-examination of this question until the decisions on
agricultural policy and on the move to the second stage had been taken
at the end of the year.

At the same time as it confirmed that the conditions for the
move to the second stage had been fulfilled, the Cquncil decided to,

(2) See Chapter 6, sec. 255 ff.
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study ways and means of effecting the second reduction. It examined
the matter during its February and March sessions and agreed to take
a final decision at its meeting of 15 May. Meanwhile,. the Council
- ‘asked Member States to take all the necessary steps for duties on
industrial products to be brought down to 50 9% of the basic duty on
1 July 1962 and also to make the technical arrangements for a number
of agricultural products still. under discussion and on which the final
decision Would be taken on 15 May (*). :

It has now been laid down that these acceleration measures
should not cover products affected by the measures adopted on’
14 January 1962 or products for which arrangements are to be made
in the course of '1962.

- It has also been agreed that the second sfep-towards alignment
on the common customs tariff will be taken on 1 July 1963 for
industrial products. Internal disarmament for this category of product-
. will then have reached 60 % .of the level laid down in Article 23 (c). i

, . At its session of 26 . 29 ]une 1961 the European Pathament’
' adopted a resolution on the speed-up, approving the Commission’s
intention of making an extra 10 % cut in intra-Community . customs .
_duties at the end of the year and urging the Commission, and the
Council to take-all the necessaty measures, particularly in agriculture,
transport and social policy, to enable both the move to the second
stage and the extra 10 % cut in customs duties to be made simultaneously -
at the end of the year.

Common customs tariff

Complézz'an of the éommoncmtom; tariff .

' o L . . ,- . K :
- '9.."  For, the common customs tariff to be fma.hzed a solutlon had
to be found to the _problem of tixing duties on-manufactured tobacco '
and or refined petroleum and some petroIeum products ‘
7 ; . .

() Nose: On 15 May 1962 the Council did in fact take the expected decision, in
accordance with' which' there will be an extra 10 % reduction for industrial: products -~

‘



34 . EUROPEAN ECONOMIC COMMUNITY

The fixing of rates on the former products (cigars, cigarettes
etc.) came up against the obstacles of monopolies and differences in
fiscal systems from state to state.

In some Member States the manner of levying the duty on
domestic consumption (excise) means that any rise in customs duties
provokes a perceptible increase in the total tax burden, which sends
retail prices up sharply and has unfortunate repercussions on import
facilities.

The Commission bore these special difficulties in mind when
presenting its proposals on charges to the Council, and it undertook
to give favourable consideration to any applications addressed to it
by these member countries for authorization under Article 26 of the -
Treaty to adapting the duties for the products in question under their
national tariffs. These proposals were approved by the Council in its
decision of 6 February 1962 (%).

The adjustment of tobacco monopolies is also being studied
actively.

So all that remains to be fixed in the common customs tariff are
the duties on refined petroleum and some of its derivatives (tariff head-
ings 27.10, 27.11, 27.12 and 27.13), which are included in List G
and on which negotiations between the Member States have not yet
been concluded. Since the transition to the second stage, it is the
Council that must fix—on a proposal of the Commission—the duties
on these products in accordance with Article 20, third paragraph.

Modifications and suspensions of the duties in the common customs tariff

10.  Independently of the tariff reductions negotiated with some
of the Contracting Parties to GATT in accordance with Ar-

on 1 July 1962. In addition, there will be a 5 % approximation on the same date
for a number of liberalized agricultural products for which no extra reduction was
made during the first speed-up. A list of these products will be drawn up by the
Council.

(1) Official gazette of the European Communities, No. 15, 28 February 1962.
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ticle XXIV (6) (%), there ‘were some—generally mmor—modxﬁcatmns
of the common customs tariff in 1961.

Certain purely formal amendments were intended only to
_eliminate imperfections or inaccuracies in the official text of the
"‘common customs tariff without affecting the rate of duties. But some
other changes were made for economic reasons—particularly the twofold
need to tax products equally according to the degree to which they
hive been worked up and to. ensure the most advantageous terms
for raw materials imports. Lastly, at the same time as it proposed
these amendments to the Council, the Commission asked it to give
a decision on a reduction of the-rate on woollen fabrics (tariff
heading 53.11 B) and on a change in the agricultural time-table for
imports of oranges (tariff heading. 08.02 A). All these amendments
and modifications were approved by the Council on 18 December
1961 QR

Two other decisions modifying the duties in the common customs
tariff were also taken during 1961. On 4 July the Council decided
to mitigate to some extent the effects of pure and simple application
of the ad valorem duty of 30 % on unmanufactured tobacco (tariff.
heading 24.01) by instituting a maximum and a minimum specific levy
of 42 and 29 units of account respectively per 100 kg.. net weight.

For unmanufactured tobacco of a value higher than 280 units
of account per 10 kg. (a value normally exceeded by tobacco for cigar
wrappers), the same Council decision laid down a mixed duty equal
to 15% ad valorem up to a maximum of 70 units of account per 100 kg
net weight (2). In order to facilitate the supply of semi-finished products
to a Community processing industry on more advantageous terms, the
Council also decided to reduce from 10 to 8 9% the rate fixed for
chamois-dressed sheepskin, not ground or pmked (tariff heading
41.06 A) (.

(1) See Chapter V, sec. 205. )
(2) Official gazette of the European Communities, No. 2, 15 January 1962.
- (3) Official gazette of the Communities No. 52, 1 August 1961.
(#) Official gazette of the Communities No. 54, 9 August 1961.
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Along with these measures, the Council authorized suspension
of the duties for a number of headings in the common customs tariff (*).
The effect of these decisions is not to substitute new duties for those
of the common external tariff; their purpose is merely to suspend the
application of the duties of the common tariff in whole or in part
and for a limited period.

- In fact, during the period covered by this report, the suspension
of duties provided a Communty solution to the problem of reducing
the number of applications for tariff quotas submitted by Member States
after the initial alignment of national tariffs on the common customs
tariff (2). These measures affected basic materials (generally chemicals)
whose current production in Member States is nil or negligible.

N

Gradual introduction of the common customs tariff
!

11.  The first step towards the alignment of national tariffs on the
common customs tariff effected by Member States on 31 December 1961
in pursuance of the speed-up decision had been a somewhat incomplete
operation from the angle of Article 23 of the Treaty. It did not affect
agricultural products; moreover, the German Federal Republic had
been authorized to restore only 50 % of certain reductions (made to
meet economic development) in the duties for most industrial products
under its tariff. To fill these two gaps there had to be a complementary
alignment on 31 December 1961. Having regard to these requirements,
each Member State put a new customs tariff into effect at the beginning
of 1962. In addition, on 1 March 1962, national duties throughout the
Community were adapted to the tariff reductions agreed during re-
negotiations under Article XXIV (6) of GATT.

It should be stressed that Member States’ customs tariffs are
now uniform within the general and complete framework of the"

(*) Official gazette of the Communities No. 40, 16 June 1961; No. 54, 9 August
1961; No. 85, 30 December 1961.
(2) See sec. 12 below.
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nomenclatute of the common customs tariff. Any national sub divisions
that perswt fxt into the headmgs or sub- headmgs of this tariff.

Grant of lariff guotas-

2. ‘The first alignment of national customs tafiffs on the common
* customs . tariff effected on 31 December 1960 gave rise-to a number -
of applications for the opening of tariff quotas in accordance with
Atticle 25 (1 and 2) of the Treaty and the protocols on-list G products I
-annexed to the Rome Agreement on 2 March 1960. These applications
related only to industrial goods, since agncultural products were not
included in this anticipatory apphcatmn of the common customs tariff.

Wishing to ease as far as ‘possible the position of processing
industries in Member States after the advance alignment of national
" tariffs on the common customs tariff following the acceleration decision,
the Commission ‘was at pains to give a favourable reception to these
applications. However, it did not forget the drawbacks for the Com-

v

TABLE No. 1
. Applications to open tariff quotas
e o (1961)
) .
Number of applications.
. P.rovisions o E Com- %uspended ~
invoked s & munity y agree- g
g = solution | ment with 8 Granted
3 ] i found applicant i) :
w 3 : - State | o
Art. 25 sec. 1 ss | 99 12 4 26(1)
Art. 25 sec, 2| 58 20 19 1 7. 11
List G . ol . . _
Protocols * . 46 - | 2 9 = 1 34
Total 159 31 40 5 12 ] 7

(1) Granted by the Council on the Commlzssim}’s proposél. '
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munity involved in recourse to tariff quotas, the most serious of which
is to slow or prevent the establishment of the customs union.

The tariff quotas opened by Member States have consequently
been provisional and have related to tentative amounts. The establish-
ment of tariff quotas for 1961 was effected after consultation with the
Member States.

The Commision has tried to limit the number and volume of
tariff quotas and encouraged Member States to withdraw applications.
Wherever possible the Commission has tried to reach a Community
solution—particularly the suspension of the duties in the common
customs tariff.

The 159 applications submitted in 1961 related to 91 tariff lines
out of the total of 2 876 lines in the common customs tariff, i.e. 3.16 %,
but the 71 quotas granted affected only 40 tariff lines, or 1.39% of the
lines in the common customs tariff. This last percentage thus shows a
reduction of more than 56% in relation to the lines affected by the
applications. The average estimated value of the quotas thus granted
seems to be less than 1% of the total imports of Member States and
1.5% of EEC imports from non-member countries.

When granting or proposing that the Council grant tariff quotas,
the European Commission bore it in mind that, as laid down in
Atticle 25 (1 and 2) of the Treaty and most of the Protocols annexed
to the Rome Agreement of 2 March 1960 “such quotas may not exceed
the limits beyond which the transfer of activities to the detriment of
other Member States is to be feared”.

This is why the European Commission, taking as a basis the
provisions of Article 25 (4) of the Treaty (or the similar provisions
included in the Protocols), began in May 1961 to finalize the quotas
provisionally opened. This involved some fifty reductions. Consulta-
tions and legal drafting continued into the last week of 1961, when
applications for tariff quotas submitted for 1962 were already. being
examined. :

In view of the first alignment of national tariffs on the common
tariff, made on 1 January 1962 for agricultural products, it could be
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foreseen that applications would be made for agricultural tariff quotas
" based on the provisions of Article 25 (3) of the Treaty in addition
to the appllications concerning industrial products. As early-as June 1961-
arrangements had therefore been made and a time-table drawn up in
agreement with experts from Member States so that the Council or
the Commission could make their decisions at the opportune moment.

In examining applications made on the basis of Article 25 (3);
the Commission did ‘not restrict itself to ascertaining whether an autho-
rization to waive payment of all or part of the duties applicable or the
granting of a tariff quota at reduced duty or duty free would not
cause serious disturbances in'the market for the products concerned.
In order to fulfil its duty to strengthen the operation and development
.of the Common Market it also had to wexght all the significant factors
in the light of article 22 of the Treaty.

Nevertheless, though applications for tariff quotas for 1962 were
'generally submitted in better time than those for 1961, their examination
by the Commission in consultation with Member States came up against
numerous difficulties because each application had to fit into the legal
and economic framework of the provisions invoked. The Commission
did everything in its power to examine application relating to industrial
products as quickly as possible, so that most of the decisions granting
quotas should be made in time for Member States to take the necessary
measures to introduce tariff quotas in their national customs  tariffs
before 1 January 1962. g

In 1962 also an effort was made to reduce the number of applica-
tions as far as possible. In some cases Member States submitted their
applications for tariff quotas as an alternative to applications to postpone
the alignment of certain duties under their national customs tariffs
ot to suspend the duties under the common customs tariff.

Some applications relating to industrial products have been
suspended pending the result or discussions between ,Community
producers and consumers to establish whether supply within the Com-
munity is adequate.
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TABLE No. 2
Applications to open tarif{ quotas
(1962)
Number of applications
Provisions - g C Suspended
i & g om- by agree- T
invoked g 'E mlurtx.lty ment with o Granted
5 = S(f) v :c)ln applicant ]
« B ou State
Art. 25 (1) 58 16 13 1 - 28(Y)
Art. 25 (2) 90 36 31 17 — 6
List G 43 1 5 _ 1 36
Protocols
Total (indust.
prod.) 191 53 49 18 1 70
Art. 25 (3) 81 18 5 — 29 | 29
Art. 26 and 56 11 19 26
28 .

(1) Granted by the Council on the Commission’s proposal (Quotas for agricultural products
are included in this table).

Customs rules governing trade and harmonization
of customs legislation

13, The system of free circulation certificates (1) instituted by the
Commission’s decisions of 4 December 1958 and 5 December 1960
operated in 1961 to the satisfaction of business and of customs adminis-
trations. There were no difficulties in applying tariff advantages
(a 30% cut in duties for.most goods) and quota advantages in trade
within EEC gave rise to no difficulties.

It should only be noted that this system of free circulation
certificates is playing an increasing role of national customs legislation

(*) Sce Fourth General Report, sec. 19.
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!

since it grows in complexity with the development of the Common
Market, which is based on the freé movement of goods.

14 ' The. levy system- for prc;cessing ‘traffic (1) came into -force on :

1 January 1961. Government and business adapted themselves without

- difficulty to this wholly original arfangement, which provides a satis-

factory solution to the ‘problem of processed products within the Com-
munity under systems of suspended payment of customs duties. In 1961
the levy was at the rate of 25 % of the duties of the common customs
tariff laid down for “non-Community” products. The rate was fixed .
at 35 % from 1 January 1962 by a Commision decxslon of 2 December
1961..

. N

15. In 1961 the EEC began to achieve results in the harmomzanon

of customs leglslatmn ' 2 S .

In this field the Commission can do no mote than make recom-
mendations (Articles 27 and 155 of the Treaty) and makes every effort
to obtain the agreement of the national admmxstratlons concerned. The
experts whose work demands great attention to detail, have so far
been dealing with the unification of rules governing the application of
the common customs tariff, the aim being that the effect of customs
duties on the - price of 1mported goods shall be identical throughout
the EEC at the end of the transition period. The experts are also
concentrating on the harmonization of systems of suspended payment
of duties that have a direct mfluence on..economic activity.

In. 1961 the national administrations and the Commission Iald'

the foundations for “Community” customs. legislation. Complete agree-

ment was réached on the following points (these agreements have been
or WIH be embod1ed in recommendahons) »

-

(1) The mechanism of this' was analysed in the Fourth General Report, pp. 37-39,
sec, 20. . ) ) .
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a) Definition of dutiable weight (application of specific duties
under the common customs tariff):

Recommendation of 13 March 1961 (official gazette of the
Communities, No. 46, 8 July 1961);

b) Tariff treatment of packings imported filled:

Recommendation of 13 March 1961 (official gazette of the
Communities, No. 46, 8 July 1961);

(These two recommendations already apply in all Member
States);

¢) Tariff treatment of goods re-imported after temporary export
for processing, re-working or repair (outward processing traffic):

Recommendation of 29 November 1961 (official gazette of the
Communities, No. 3, 17 Januaty 1962);

d) Date to be taken into consideration for determining the rate
of customs duty applicable to goods declared for consumption (*).

e) Charges according to a flat-rate customs duty on small con-
signments of goods sent to private individuals or carried in travellers’

personal luggage;

The rate of this duty was fixed at 10% by a Council decision
of 6 February 1962; it is a basic duty on which will be calculated the
reductions -laid down in the Treaty, whether already effected or still
to be effected.

Recommendation of 23 February 1962 (official gazette of the
European Communities, No. 15, 28 February 1962);

f) Rules for the free admission of small consignments of non-
commercial nature. Freedom from duty will also be granted to consign-
ments of this nature up to a value of 12 units of account.

(3) Draft recommendation still under consideration.
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QUOTA DISARMAMENT.AND SPECIAL PROCEDURES
FOR THE DEVELOPMENT OF TRADE . N

Elimination of quantitative restrictions

16.  Further progress has been made since the beginning of 1962 in
the suppression of quotas and the liberalization of trade within the
Community.

The speed-up decision of 12 May 1960 stipulated that quantitative
restrictions were to be totally abolished in the industrial sector on
31 December 1961. This obligation has on ‘the whole been fulfilled
by Member States, except in the case of some products of the food-
processing industry. For these certain Member States have requested
the prior application of compensatory charges in pursuance of the
Council's decision, under Article 235 of the Treaty, on goods processed
from agricultural products. On the basis of Article 226 of the Treaty
the Commission has authorized the maintenance for a limited period
of the quotas for citric acid and calcium citrate in'Italy, and in Benelux
for penicillin  and medicaments based . on penicillin  and for
semi-coriductors in France. (1). For this last product the French Govern-
ment had applied the liberalization laid down in the speed- up decision
of 1 October 1961 and invoked Article 226 on the grounds of temporary
difficulties of adaptation confronfing the national industry. Quotas
for products not listed in Annex II to the Treaty will probably be
completely removed very soon except for.some goods covered by State
monopolies of a commercial nature.

Under the provisions of Article 33 (4), the European Commission
must also render a decision on whether imports of a product in the
cause of two successive years have been less than the quotas’ opened.
In such case the Member State shall abolish the quota for. the- product
concerned. .

The Commission has adopted the principle of a sertes of decisions
based on the results of the years 1959 and 1960 and these decisions
must be communicated to the Member States. Their economic scope,

(%) These are pieces of radio-electric equipment covermg one ‘heading and three sub-.
headings. :
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however, is very limited because of the decisions providing for the
general suppression of quotas, such as the decision to speed up the
pace at which the aims of the Treaty are to be realized in the industrial
sphere (where restrictions of this nature have practically disappeared).
In the same way, the regulations under the common agricultural policy
will lead to the suppression of quota systems in the Member States
for a number of particularly important agricultural products as from
1 July 1962.

Lastly, quantitative restrictions on exports were to be totally
eliminated at the end of the first stage. This requirement was complied
with by Member States with a slight delay due to'the need to finalize
Community measures to alleviate certain difficulties and prevent disrup-
tion of trade in sensitive sectors such as leather and skins, wood, non-
ferrous waste and scrap and unworked diamonds. Recommendations to
this end have been sent to Member States on the basis of Articles 155
and 115 of the Treaty.

After these various measures of trade liberalization there are
then only a limited number of agricultural products still covered by the
quota system laid down in Article 33. The fourth increase of global
quotas was effected in 1962 in accordance with the Treaty. The
infringements mentioned in the Fourth General Report have been
regularized, and at present only two new cases are being investigated
in connection with the requirements of Articles 30 to 36.

ow

In these circumstances more attention will henceforth have to
be given to measures with equivalent effect to quantitative restrictions
that can be applied to either imports or exports. Apart from the fact
that the protectionist nature of these provisions is difficult to prove,
it seems that the majority of such obstacles will disappear with the
harmonization of legislative and administrative provisions, the disparity
between which affects the operation of the Common Market. In any
case the Commission would issue directives under Article 33 (7) if it
should prove that such provisions restricted trade and protected domestic
production and that their alignment at Community -level could not be
effected in the near future.
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Adjustment of monopolies of a commercial nature

17.  In 1961 the European Commission continued its efforts to adjust
national monopolies, i.e. to eliminate any discrimination in supply and
marketing conditions among the nationals of the various Member States.

With respect to the Italian and French State tobacco modopoliéé,
there has been a rise in imports from Member States by the monopoly
- holders and a rise in the number of brands sold.

4

Italy: )

1959 Lire 320 million

1960 Lire. 1160 million

1961 Lire 1.850 million

France: o .

1959 . NF 2 million

1960 o NF 3.4 million. _

1961 NF 4.3 milliosi -(first nine months)

The Italian Government, wis'hing to adjust it§ national mono-
polies in salt and cigarette paper, issued a decree authorizing imports.
not exceeding 5% of national productiofl.. Edible salt and cigdrette
paper are sold by retailers of the monopoly products. The retail price
and’ its components (price paid to the supplier monepoly board’s
d15tr1but1on costs, retailer’s margin and fiscal charges) are fixed accord-
ingtoa so;ale similar to that applied for manufactured tobacco. Salt for:
nutritional purposes may be imported c{irectly by the industries using it,
but it is still liable to the same charges as domestic salt. In the case-of ’
bananas, the European Commission has recommended the Italian Govern-
ment to open, the Italian market wider to banana producers in Mefnber
States and associated States ‘other than Somalia. - (The Somali Republic
had concluded an agreement with Italy ensurmg outlets for its banana

crop.)
The. recomrendation suggests that in 1962 Italy should import

at least 13 000 tons from the associated States and at least 3 000 tons
from the Member States.



46 EUROPEAN ECONOMIC COMMUNITY

18.  The European Commission, wishing to define more clearly
Member States’ obligations under Article 37, considered however that
the chief purpose of this article was to lay down objectives without
committing itself on methods of adjustment. These methods should
be appraised solely with reference to their efficiency in eliminating the
discriminations which must be suppressed under Article 37 (1) of the
Treaty.

The Commission reserves the right to make such appraisal in
the light of experience and considers that as long as national mono-
polies of a commercial nature continue to be the sole main importers
of the goods in question, the adjustment required by Article 37 (1) of
the Treaty should in any case include the elimination of the following
three types of discrimination:

a) Discrimination consisting in the restriction of imports in
relation to the openings on the national market after the following
discriminations have also been eliminated;

b) Discrimination consisting in further burdening imported
goods by applying to them and to domestic goods different margins
between purchase price and sale price, or by fixing a purchase price for
home production below the average cost price;

¢) Discrimination in marketing conditions—particularly supply
to retailers, market prospecting and advertising.

The adjustment of national monopolies of a commercial nature
consequently involves the need:

a) To increase imports gradually up to a level determined only
by available outlets on the home market; '

b) To eliminate gradually the disparity of margins between the
delivery price and the sale price applied to national products on the
one hand and to imported products on the other, and to fix the delivery
price of the products of the monopolies at a normal level compared
with their average cost price;

¢) Gradually to adjust the marketing conditions of domestic and
imported products, particularly in the supply of retailers, market
prospecting and advertising.
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Starting from these principles, the Commission on 7 April 1962
sent the French Government its recommendations on the adjustment of
the tobacco monopoly. On 13 April these were followed by recommen-
dations on the adjustment of the State match -and potash monopolies in
France. On the same date, the Commission sent the Italian Government
recommendations on the adjustment of its match monopoly.

The Commission also made a recommendation to the French
Government on the widening of import quotas for petroleum products
from other Member States (). '

In addition'to these measures the Commission—which keeps a
watchful eye on the measures taken by the various Governments to
adjust their monopolies—drew the attention of some of these Govern-
ments in the course of the year to the quotas for various other products
to be opened or enlarged under the terms of the Treaty. '

Procednres for trade in agricultural products

19.  The Treaty lays down special rules for the development of trade
in products covered by a .national marketing organization and also
enables Member States to introduce individual protective measures such .
as minimum price systems whenever the suppression of customs duties
and quotas which is required by the Treaty, gives rise to difficulties.

It is in this very sphere that important decisions were taken by
the Council in January 1962 as part of the common agricultural

policy (2).

Products covered by a marketing organization
20.  In accordance with Article 45, Member States were to conclude

long-term agreements.or contracts before the end of the first stage on

(1) See Chapter III, sec. 93.
(2) See Chapter III, sec. 104 ff.
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products in respect of which some Member States have provisions
designed to guarantee to national producers a sale of their production,
and a need of imports.

In 1961 the Commission began discussions with the Member
States on the interpretation and scope of Article 45. It also requested
the Governments on several occasions to start negotiations with a
view to concluding long-term agreements and to notify it of such.
agreements. Although the Commission, in liaison with Member States,
determined the products that are covered by a marketing organization
and consequently come under Article 45, no long-term agreement was
reached by the end of the first stage other than the Franco-German
grain agreement, which had already been concluded in 1959.

In the case of products covered by a national marketing organi-
zation and for which no long-term agreement has yet been concluded,
the Treaty of Rome specifies no measures to develop trade during the
first stage outside the common agricultural policy. To fill in this gap
in the Treaty, Member States undertook in Article 7 (3) of the speed-up
decision of 12 May 1960 to make available in 1961 facilities for 30%
more imports than the average of the three years before the Treaty
came into force. In conjunction with the Member States, the Commis-
sion defined the scope of Atrticle 7 (3) of speed-up decision and on
several occasions reported the States to fulfil their obligations. At the
end of 1961 the Member States informed the Commission of the import
facilities made available under these provisions. On the whole, they
met their obligations in so far as these imports were compatible with
the existing marketing organizations. ’

The Council’s decisions of 14 January 1962 stipulate that
common marketing organizations shall be set up for most products
coming under a national marketing organization. In view of the
regulations still to be adopted by the Council in 1962, nearly all these
products will come under a Community system by the end of the year.
This will make the provisions of Article 45 of the Treaty and Article
7 (3) of the speed-up decision superfluous.
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Minimum prices (Article 44 of the Treaty)

21.  In 1960 minimum price systems were maintained or introduced
for a number of agricultural products:

_a) By BLEU-—for most fresh fruit and vegetables from the
EEC;

&) By France—for various types of meéat, fats, vegetables and
fruit; ‘ :

¢) By Italy—for beef and certain: products of the pigmeat sector;
d) By Germar}y——\for plums.

The Federal Republic of Germany is still applying minimum Pnce
systems in trade in fresh fruit and vegetables with Italy, France and
B.L.EU. on the one-hand and with the Netherlands on the other; it

- was already applymg these systems before the Treaty came into effect.

22.*. On 14 January 1962 the Council took a decision on objective

criteria for the establishment of minimum price systems and the fixing '

of these prices. Consequently, any Member State having re'céurse\ to
Atticle 44 must adopt the minimum price system and fix the level of
the prices in question according to these criteria. '

The essential points of this decision relate to prior notification,
the preference expressed in certain c1rcumstances for the' minimum- price
system. on imports (Articlé 44 (1), second alternative), the level of
minimum prices, the submlssmn of an annual report on the application
of the provisions-and the revision of the objective: criteria.

A minimum price system may be fzxed by 4 Member State for
one year only and may be applied solely, during- the penod in Wh1ch
“national production is being:marketed.

Any Member States intending to introduce.a minimum price
system must adhere to a procedure of ‘prior notification in two stages:
a declaration of.intention and the fixing of the level of minimum prices.

¥
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The declaration of intention must include an explanatory state-
ment, outline the implications of the system envisaged, list ways and
means of application and give some indications of its basis—including
the figures used to determine the minimum price and a description of
the system to be applied to non-member countries. The declaration must
be submitted to the Commision and to the Member States at least a clear
fortnight before the date on which the minimum price system is to come
into force.

Once the prices are fixed, the Commission and the other Member
States must again be notified at least three working days before they
take effect. If need be, the Commission can arrange for a multilateral
exchange of views on the matter.

If an exporting Member State offers to guarantee a minimum
export price to an importing State invoking Article 44, the importing
State—in so far as it accepts the guarantees offered and as long as they
are effective—applies to that State a system of minimum prices under
which imports are admitted on condition that they are made at a price
above the minimum fixed for the products in question. If it proves that
there is a danger of the export price not being observed, the two
states consult each other with a view to restoring the efficacy of price
guarantees. Failing agreement between the importing and the export.
ing Member States the importing State may have recourse in emergency to
the system of minimum prices below which imports may be temporarily
suspended or reduced. It must inform the Commission without delay,
and the Commission enters into the necessary consultations and formu-
lates an opinion.

With respect to the minimum price level that can be maintained
by a Member State, a distinction has been made between products for
" which a national price guarantee is in force and those for \which it is
not.

In the case of products for which it has a national marketing
organization with an intervention price system aiming at a price level
predetermined in the interest of the producer, a Member State may not
fix the minimum price at more than 105% of that intervention price.
For other products, the minimum price level may not exceed 92% of
the average wholesale prices during the three years before the minimum
prices were applied.
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A Member State may fix seasonal minimum prices.

A Member State that has recourse to the minimum price system
must also apply it to imports from non-member countries. In order to
guarantee Community preference, minimum prices applied to these
countries must be fixed at a level above that applicable to Member
States.

Each year the Commission will submit a report to the Council
on how these provisions have been applied and on all aspects of trade
both within the Community and with non-member countries, in products
subject to the minimum price system. This report will be submitted
to the European Parliament. Member States are required to give the
Commission the-information required to draw up this report.

In order to speed up technical progress, to achleve a gradual
alignment of prices and to promote the development of trade within
the Community, the criteria accepted will be reviewed by the Council.
The first such review will be made not later than three years after the
entry into force of the decision.

Safegnard measures

23. In the twelve months covered by this General Reportt, the
Commission has received a number of applications for exemption from
the rules of the Treaty or the speed-up decision of 12 May 1960. Several
Treaty provisions enable the Commission to grant exemptions under
specific conditions.

Article 226 of the Treaty lays down an emergency procedute
valid for the transition period whereby, in the event of serious difficul-
ties which are likely to persist in. any sector of ecénomic activity or
" difficulties which may $eriously impair the economic situation in any
region—the Commission if asked to do so by a Member State may
specify how safeguard measures that it considers necessary are to be
taken.

The first requests for the application of Article 226 came from
the Italian Government and: related chiefly to products which had been
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given favourable consideration in the agreement of 2 March 1960 ot
to others derived from List G products. In the latter case, most of the
requests were exclusively for the waiving of the tariff cut laid down in
the speed-up decision of 12 May 1960.

Other requests concerned products of the food-processing
industry. Since the Council decision of 4 April 1962 making it possible
to apply specific measures to these products under Article 235 such
requests have been submitted on the basis ‘of that article. Before the
Council’s decision, appeal had been made to Article 226. (These
measures include compensation for the cost of raw material when food
products are introduced into a Member State whose processing industry
had to bear higher supply costs.) More generally, the European Commis-
sion was prompted in a number of cases to doubt the admissibility of
applications made under Article 226 rather than under other provisions
of the Treaty, Atticle 226 having a residual character with respect to
the latter. In several cases the Commission considered that Article 115
applied—either alone or in conjunction with other provisions of the
Treaty.

Application of Article 226.

24.  'The conditions laid down by Article 226 could hericeforth be
fulfilled more often as a result of the accelerated abolition of pro-
tective measures at the frontiers. This is why the Commission has
finalized a procedute of examination that will enable it to deal at very
short notice on applications submitted to it.

A Member State making an appeal under Article 226 will receive
within three days a request for information, to which it must reply
inside ten days.

The European Commission will in principle reject the application
within four weeks if the information is incomplete; it will take a final
decision—whether affirmative or not—if the information is adequate
and the conditions for the application of Article 226 are seen to be
_ present in the case in point. A provisional decision of a conservatory
nature may be made when the initial information is such that the appli-
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cation appears to be admissible, although the conditions connected with
the application of safeguard measures cannot yet be determmed with
‘any accuracy.

'A number’ of éarlier decisions were ‘mentioned in the Fourth
General Report They mainly affect. the Italian squhur zinc ‘and Jead
iridustries., In recent months thé Commission has given its decision
on adchtlonal a'pplicationé from the Italian Government. In this. way
Italy has been authorized to maintain until 7 August 1962 the duties in -
force on 2 March 1960 for lead and zinc waste and ‘has been excused
from implementing the measures of tariff acceleration ‘for” certain
lead and zinc manufactured’ products. These two requests were connected
with the isolation of the market already accorded for unworked metals.

, For cocoons, sdk and certam manufactured goods (sdk thread, -

fabmcs etc.), the measures granted fof one year in favour of Italy vary
accordmg to product thus limiting the isolation of the markets to what
is strlctly necessary. In general isolation is granted in order to mamtam
the duties applied to Member States and non-member. countries on
2 March 1960. '

For carbon disdlphide, Italy has also obtained authorization to’
apply a compensatory charge until 7 August 1962—a measure linked
with the market isolation already granted for sulphut.

Italy has afso been authorlzed to maintain quotas vis-d-vis Mem-
bet States for the first half of 1962 for calcium cxtrate and citric acid..

On the other hand the Commission has rejected a number of
Italian applications relating to.other lead, zinc and silk manufactures
to sodium disulphide, iodine, 1odates and 1‘0d1des and.to pigmeat.

‘ Lastly, the European Commission extended until 31 Decem- :
ber 1961 the measures exempting Italy from applymg Atticle 33 of the
Treaty and Article 7. of the speed-up decision to. the import of wine.
The ‘system applicable after’ 31 December 1961 was. the subject of a
» Council decision taken on 14 January 1962 in connection with the first -

regulation on wine-growing and fixing the 1mport quotas for wine to . .
be opened by Italy -
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On the applications made early in 1962 by the Benelux countries
for authorization to apply safeguard measures for their domestic
penicillin production, the Commission took two successive conservatory
measures authorizing these countries to limit their imports for the first
half of 1962 to 1 500 000 million Oxford units.

Application of Article 235: processed agriculural products

25. In the course of 1960 and 1961 the Commission received from
the Federal Republic of Germany several applications for safeguard
measures under Article 226 for products of the food-processing industry.
These were products in respect of which competitive conditions seemed
to have been distorted by tariff cuts since the raw materials they
contained cost distinctly more than those used in other countries. For
some of these products (fondant paste, bread), the Commission found
that Article 226 applied and authorized the levying of a compensatory
charge covering the difference in cost of the raw material. This decision,
limited in the first instance to five months, was renewed until August
1962 pending a Council decision under Article 235 of the Treaty on a
progressive solution to the problem raised by the difference in cost of
the raw materials used in manufacturing food products.

When it authorized the levy of a compensatory charge on fondant
pastes, the Commission in fact indicated that a decision based on
Article 226 could only be temporary and that an overall solution based
on Article 235 of the Treaty would be provided for the problem
described above. :

On 14 ]anuafy 1962 the Council took a decision on the basis of
Article 235, with a view to eliminating disparities in competition in
respect of certain goods processed from agricultural products, which
resulted from the difference in the prices of the latter. This decision
came into force on 21 April 1962.

Where the agricultural processing industries of a Member State
producing certain goods—listed by the Coundil in a separate decision—
are threatened by the competition of industries in other Member States
producing the same goods from sugar, molasses, grains, potato starch,
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chicory and milk obtained at lower priceé, the-Commission may authorize
such a Member State to levy a compensatory charge on the entry of
these goods provided the exporting Member State does not apply this

charge on exit.
{

~ The Commission determines whether the above conditions are
fulfilled in the applicant Member State and fixes for the goods in
question the amount of the charge—which may be an agreed sum—and
~ways and means of applying it. The Commission determines the charge
_with reference to the effect on production costs of the difference
‘between the real costs of the products contained in the goods under
consideration, adding a sum—which in the first year may not exceed
5% of the price and is cut by 1% each year—to protect the processing.
industry in the applicant State. Customs duties and charges of equiv-
alent effect are -deducted-from the total of these two elements. The -
charge must be fixed in such a way as not to prejudice the exports” of
one Member State in relation to those of another and to safeguard a
Community preference.

The list of processed products to which these provisions can be
applied includes various goods: confectionery, chocolate, baby foods,
macaroni and similar products, bread, bakery and biscuits products,
roasted chicory, yeast, milk-based beverages, dextrose, casein, etc.

The Council decision is applicable for three years.

From the beginning of 1962 even before its entry into force the
Commission began to receive requests for the application of this decision.
The Commission has begun to study these immediately, so as to be
able to give a rapid dectsmn once the Council has terminated its’
discussions. :

Application of Article 46
26. Several -applications were submitted by Member States for the
institution of a compensatory charge in pursuance of Article 46.

The European Commission issued a decision on malt imports
into the Federal Republic of Germany from Belgium, France and the
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Netherlands (decision of 28 April 1961) and on milk-powder imports
into the Federal Republic from the same Member States (decisions of
13 December 1961 and 15 March 1962.

Application of Article 115

In elaborating the Community’s commercial policy, the European -
Commission gave particular attention to methods of co-operation that
might be recommended in pursuance of Article 115, in order to avoid-
recourse to safeguard clauses as far as possible. It was under Article 115
that the Commission sent Member States its recommendations on the
export system to be applied with non-member countries for certain
products (*). Co

However, as was indicated in the Fourth General Report, -some
Member States claimed the right under Article 115 to exclude from
Community import treatment a number of products from non-member
countries in free circulation in the other Member States. These applica-
tions which affected a total of 55 products in November 1960 (*)—
were motivated by the disparities in the liberalization systems applied
by Member States to non-member countries, by tariff disparities or by
the need to avoid upsetting the operation of bilateral clearing agree-
ments in force between some Member States and non-member countries.

In 1961, at the invitation of the Commission, some Member
States withdrew their applications relating to four products that had
been liberalized. On the other hand, Article 115 was invoked in respect
of two further products ih 1961, which. brings the total of products
from non-member countries currently excluded from the Community
treatment to 53. In all these cases, the Commission is making continuous
investigations to ascertain whether the reasons advanced for invoking
the safeguard clause are always valid, and it resetves the right—if need
be—to issue the decisions provided for in Article 115.

(1) See Chapter V, sec. 203. »
(2) See the official gazette-of the Communities, Ne. 76, 30 November 1960.
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Tl—n'e free movement of persons, services and capital -
_“THE FREE 'MOVEMENT OF WORKERS

Regulation No. 15

27. On 16 August 1961 the Council adopt‘edﬁ'Regulation No 15,
the first regulation pursuint to Articles 48 and 49 of the Treaty, con-
cerning the free movement of workers between Member States (1);
‘on the same day it adopted a d1rect1ve to make’ admmlstratlve procedure'
more flexible (2 )

The Regulation came into force on 1 Septembef 1961, the
direcbive on 21 August 1961. :

The texts adopted are practically 1dent1cal with the Commission’s
final proposals, which were summarized in the Fourth General
Repqrt,(3).

Implementing measures

28.  The European Commission took steps to apply the Regulation
as soon as it came, into force and set up the Europedn Co-crdination .
Offlce whose task is to act as a Commuaity clearing house for vacancies
and applications for employment . In addition, Advisory and Technical
Committees were set up on 11 and 12 December 1961 and immediately
“ began certain practical studies, including the techical’ examination of
the comparative glossary of the trades in which migration is most
frequent This glossary, prepared by the European Commission, will
make clearing operations between natxonal labour exchanges consider-
ably easier. - :

[

(1) Official gazette of the European Commumtles 4th year, No 57, 26 August 1961.
(2) Ibid, No. 80, 13 December 1961. .
(®) Secs. 39 and 40.
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‘A beginning has thus been made in implementing Articles 48 °
and 49, and the European Commission thus has at its disposal the initial
means needed to ensure efficient collaboration in this field between
Member States.

In respect of seasonal and frontier workers Regulation No. 15
requires the European Commission to submit to the Council implement-
ing provisions to the Regulation within six months of its coming into
force. The Commission sent its proposals to the Council on 28 February
1962, when it also adopted measures to apply the Regulation to profes-
sional artistes and musicians (in this case, it rested with the Commission
alone to take such steps). The Commission also sent the Council a
proposal on the other instrument referred to in Regulation No. 15—
a draft directive on the drawing up of a common list of those diseases
and disabilities which would justify a Member State in refusing to admit
a worker and his family from another Member State.

29.  The regulation on the application of Regulation No. 15 to
professiorial artistes and musicians lays down the conditions in which
these workers may advance the. specialized nature of their profession
as a reason why they should benefit from those provisions of Regula-
tion No. 15 relating to the automatic issue of labour permits under
certain conditions.

30.  The draft regulation on seasonal workers relates to workers from
one Member State who go to another Member State for paid work of
a seasonal nature for a period not exceeding eight months. A distinc-
tion is made between seasonal workers recruited under a quota system
for certain specific tasks in agriculture and in the food industry, and
ordinary seasonal workers. It is laid down in parficular that vacancies
for the first category of seasonal worker will be passed on without
delay, whereas national administrations will be given two weeks to fill
vacancies for the second category from the home market. A labour
permit will, however, be issued automatically for certain categories
affecting occupations in regions where there is a recognized labour
shortage or for certain ‘categories in which an offer is made to a given
worker by name. After eight months of regular employment, a seasonal
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:worker who has been offered a vacancy is entitled to renewal of his
permit to work as a4seasonall worker in the same occupation;.after twen-
ty-four months, he is entitled to a permit to carry on as a seasonal worker
in any other occupation for which he is qualified; after thirty-two .
months, he may engage in any paid occupation under the same conditions
as nationals of the receiving country. Seasonal workers will have the
- same guarantees as the latter as far as recrnitment and employment and
working conditions are concerned.

31.  The draft regulation on 'frontier workers relates to wage earners
from any Member State who, while keeping up their residence in the
frontier area of one Member State, to which in theory they return
every day or at least once a week, work.in the neighbouring frontier
area of another Member State. :

For this category, national administrations are given only one
week to find on the home labour market workers capable of meeting the
conditions of contracts and, as stipulated in Regulation No. 15, permits
are issued automatically in the case of a vacancy offered to a. given
worker by name, provided that there are adequate occupational or
family reasons. After one year of regular employment the frontier
worker will be entitled to renew his permit in the same occupation; -
after two years, he may carry on any paid occupation as a frontier
worker; after three years, he may carry on the paid occupation last
exercised as a frontier worker in any part of the territory of the receiv-
ing country. After four years, he will be given a permit to carry on
any paid occupation in the country of employment, even optsid‘e'the
frontier area. As in Regulation No. 15 (and in the draft regulation on
seasonal workers), these provisions are partly retroactive, half of the
petiod of employment completed before the regulation in question came
into force being taken into account in working out these entitlements.
The two draft regulations are accompanied by two proposed directives
on the adm1mstrat1ve procedure and practlce which affect seasonal or
frontier labour. (7).

(1) _For the application of social security to these workers see sec. 33 on the follow-

ing page.
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At its meeting on 2 April 1962, the Council decided to consult
the European Parliament and the Economic and Social Committee on
these two regulations.

A step of not inconsiderable significance has thus been taken, or
will soon ‘be taken, in the gradual introduction of the free movement
of workers. Before 30 September 1962 the Commission must lay before
the Council its proposals for a more liberal regulation than Regulation
No. 15, the validity of which is limited to two years.

SOCIAL SECURITY OF MIGRANT WORKERS

32, As in previous years, the implementation of Regulations No. 3
and No. 4, which have been in force since 1 January 1959, has given
rise to a number of decfsions and recommendations by the EEC
Administrative Committee for the Social Security of Migrant Workers.
This body is responsible for settling administrative questions or
questions of interpretation arising from these regulations, which at
present cover 1500000 insured persons and beneficiaries and involve
annual payments of the order of at least 40 million units of account.

As well as a number of amendments made to the annexes to
Regulations No. 3 and No. 4, certain provisions directly affecting the
families of migrant workers were taken by the Council, on a proposal
of the Commission, on 29 December 1961 (Regulation No. 16).

The first relates to families which have not followed the worker
into the employing country and which therefore cannot benefit from the .
social security system of that country. Under Regulation No. 3, such
families benefited for three years from the sickness-insurance system of
the country of their residence, the cost of benefits provided being
divided on a lump-sum-basis between the country of their residence
and the employing country; families with children received, also for
three years, the family allowances of the employing country up to the
amount of the rates in force in the country of their residence. More
than ten thousand families, particularly Italians, whose breadwinner
works in France or Belgium, have benefited from this arrangement.
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s/

The period -of three years has been extended to six (). Families
remaining in their country of origin will therefore continue to draw
sickness insurance benefits and family allowances at least until 1 January
© 1965. The situation wil then be reviewed, with partrcular regard to how -
housing conditions have developed in the Common Market countries.

The second provision abolishes the 30-month time limit on the
payment of family allowances in respect of orphans and children of
person's receiving pensions of annuities and residing in a Member State
other than that in which the competent institution is situated ). . ’

33 In implementation..of an article in Regulation- No. 3 requiring .
further special provisions to be made for frontier and seasonal workers,
two draft regulations on the social security of these two categories of
worker were submitted by the Commission to the Council on 5 Decem-
ber 1961, after the Administrative Commlttee and representatrves of
trade unions and.employers’ associations had given their opinions. The -
- drafts provide that these workers shall receive benecfits for sickness,
‘maternity, industrial accidents, occupational diseases, unemployment
-and family allowances. On the other hand, for long-term benefits such
as old-age pensions, Regulations No. 3 and No. 4 apply to them without
change. Acting on the Commissions’s suggestron the Council consulted
the Economic and Social Committee and the Europezm Parliament on
these drafts. . The basic prmcrples of  the drafts were approved by -
these institutions on 29 March and 27 March 1962 respectively. ‘Both -
.Committee and Parliament expressed their satisfaction ‘with, the new -
guarantees given to the workers in questron and made several suggestions.

34, The Adrninistrative Committee has published'an initial series -
of guides' providing migrant workers and their families with all the -
'-“necessary information on their rights and the formalities to be complied
with to obtain them

(1) Regulatron No. 16, Articles 1 and 3 official gazette of the European Commumtres
.No. 86, 31 December 1961,
- (®) Regulation No. 16, Article 2 offlcxal gazette of the European Commumtres, No 86,
" 31 December 1961,
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35.  The Auditing Committee attached to the Administrative Commit-
tee, which was set uia on 16 December 1960, has examined the problems
involved in implementing the financial provisions of Regulations No. 3
and No. 4. These include the procedure for payments arising from
the provisions of insurance benefits for sickness, maternity, industrial
accidents, - occupational diseases, unemployment, etc,, the fixing of
average costs as a basis for certain lump-sum payments, the conclusion
of bilateral agreements on how sums to be reimbursed shall be calculated
and paid, the approval of applications for reimbursement from social
security institutions for the financial year 1959 and the determination
of deposits to be paid.

Housing

36. The Commission has given full attention to the housing condi-
tions of migrant workers (for which some provision was made in
Article 11 (3) of Regulation No. 15 on free movement). The migrant
worker is entitled to the same rights and advantages as national workers
in evetything concerning access to housing.

In 1961 the joint report on the enquiry into the housing con-
ditions of these workers in Belgium, France and Germany was com-
pleted. It has now been supplemented by details on the Netherlands
“and submitted to the responsible Ministers in the Member States for
their opinions. The European Commission has also decided to have an
examination made of possible means of bilateral or multilateral finan-
cial co-operation between Member States so as to, facilitate. in each
country the housing of workers from other Member States. A general
survey of the problems was made in 1961, and possible solutions were
examined, with the assistance of the national administrations of the six
countries. ‘The conclusions drawn from these contacts and the joint
report will be examined by the European Commission, with particular
reference to the possibility of action by Community institutions (Euro-
pean Social Fund, European Investment Bank, etc.), to facilitate the
housing of this type of worker.

On the initiative of the Commission, which co-ordinated the
attitude of the Member States, the Recommendation on workers’ housing
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adopted by the Internationa! Labour Conference in June 1961 included
a clause on the special problems of migrant workers.

Social services

37.  In the field of social services for migrant workers, the European
Commission, after-carrying out an enquity, has prepared a draft opinion
for Member States; this was approved by the Economic and Social
Committee on 25 ]anuary 1962; the Committee requested the Commission
to draw up a more authoritative form of communication than the
opinion (e.g. 2 recommendation or even a directive).

THE RIGHT OF ESTABLISHMENT AND THE FREEDOM
TO SUPPLY SERVICES

38. ,The Fourth General Report() gave details of the opinions
rendered by the European Parliament.and the Economic and. Social
Committee in Tebruary and March- 1961 . on the draft General
Programmes drawn up by the European Economic Community in
implementation of Articles 54 (1) and 63 (2) of the Treaty.

These opinions, which in the main approved both drafts, made
several suggestions that were taken into account in subsequent work,

which was successfully concluded during the S53rd session. of the .’

Council (decision in principle on 25 October 1961) and the 60th session
(18 December 1961). At these sessions the Council approved the General
- Programmes for the removal of restrictions on the freedom of establish-
ment and on the freedom to supply services (*).

Right of e;tczbliﬁr/ameﬂ{f

39.- - The right of establishment defined by the General Programme
goes far beyond the scope of bilateral conventions on establishment,

(1) Chapter I, sec. 43.
(2) Official gazette of the Communities. No. 2. 15 Tanuary 1962, .
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which usually grant a number of rights but really contain no more than
an enumeration, however long this may be. The Treaty of Rome
establishes the principle of equal treatment with nationals. According
to this principle, a restriction on the freedom of establishment means
any difference in the treatment accorded by a Member State to its own
nationals and to those of other Member States, based .on legislative or
administrative measures or stemming from admmlstratlve practice and
affecting admission to or the exercise of a non-wage earning activity by
persons wishing to establish themselves in the Member State concerned.

Rules such as those governing occupational activities which are
applied without discrimination on grounds of nationality may therefore
continue in force in each Member State. Some co-ordination may
nevertheless prove necessary when restrictions are removed in order to
avoid difficulties arising from the diversity of legal and statutory
provisions of the Community.

The General Programme stipulates that the advisability of these
measures will be studied from case to case, with the exception of
professions for which they are expressly laid down in the Treaty
(medical, paramedical and pharmaceutical professions) and the insur-

ance business, where the need for such co-ordination is already apparent. - .

Activities connected with the exercise of public authority are
excluded from freedom of establishment. In addition, restrictions
justified on grounds of public order, safety and health will be retained.

As well as the economic criterion indicated by the Treaty, the
time-table takes into account the more or less detailed regulations
existing in the various Member States, which may have to be co-ordinated
before, after or at the same time as restrictions are removed. As studies
in this field are often complicated, extended time-tables have been
proposed for - various activities such as the liberal professions and
insurance.

The freedom 1o supply services

40. The definition of services given in the General Programme is
mainly negative; it means services “to the extent that they are not
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covered by the provisions on the free movement of goods, capital and
persons” or by those in t}|1e chapter dealing with transport. “This some-
what residual definition explains the lack of uniformity in this -concept
and the difference between it and the notion accepted by -economists
and statisticians, ) '

The Treaty Aprovi'dés for the freedom to supply services “within
the Community”, and the supplier of the service must be “established -
in a State of the Community other than that of the person to whom the
services .are supplied” (Article 59, first sub-paragraph). Service there-
- fore represents a link across a frontier which can result from:

a) The supplier moving to the recipient of the sérvices: services
supplied by contractors, the liberal professions in the wide sense of
the word (consultations, experts opinions, entertaiﬁmen-ts), by in-
dustrial technicians (assembling, repairing or maintenance of machin-
ery) and by those in certain ancillaty activities (travelling répresent-
atives, market research workers, .maintenance services), or by certain
craftsmen or agricultural workers who are relatively rare and almost
always frontier workers. This type of service differs from establishment
in the temporary character of the independent activity in the receiving
country. , ' ' '

b) The recipient moving to the Supplier of the service: services
supplied on the arrival of the recipient for personal reasons (tourism,
family visits, study), for business or for medical or paramedical care, etc.
" in the Community country where the service is supplied.’

¢) The service itself being moved (the supplier and the recipfent
remaining in their own country, it being immaterial whether the object
into which the service is “incorporated” (processing, finishing, testing,
analysis, and so on) is moved, or the object used in performing the
service is moved <(certain banking, -insurance or -publicity services or
services provided by the liberal professions in the form of written’
papers, supply of information and so on).

The distinction between the concept of establishment and that
of the supply of services raises no difficulties save in the borderline

1
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case where the supplier of the service travels to the country of the
person receiving the service, resides there for some time or carries out
several operations there. Some of the guiding ideas outlined in the
General Programme will be given detailed form in concrete cases should
these arise.

As in the case of the right of establishment, one form of
restriction on the supply of services is represented by differential treat-
ment based on nationality. Any such restriction hampers the professional
activity of the supplier of the service when he goes to the recipient of
the service. There are other restrictions that are absolute and to which
it is impossible simply to apply the principle of no discrimination on
grounds of nationality—such as barriers to the movement of the object
on which or with the aid of which the service itself is performed, or
of the material required for performing the service, or prohibitions on
payment for the service. As has already been indicated, these all come
within the scope of the chapter on services in so far as they do not
fall under the provisions on the free movement of goods and capital.

Article 63 (3) of the Treaty provides a criterion for priorities
in abolishing these restrictions; it is similar to that applicable to the
right of establishment, but the thythm is faster. In certain circumstances
it may be possible to issue implementing instructions dealing with a
particular activity both from the point of view of establishment and
from that of the supply of services.

Time-table

41.  The interdepenhdence of establishment and the supply of services
—and the fact that the economy does not recognize the distinction
drawn between these two concepts in the Treaty—is the reason why,
with certain exceptions, a single time-table has been drawn up for the
removal of restrictions in these two spheres.
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The essential provisions (*) of these time-tables are as follows:

a) By the end of 1963, almost the whole of industry and whole-
sale trade and reinsurance will be free of restrictions on establishment.

The right of nationals and companies of Member States to be
awarded public works contracts (*) in other States will gradually be
opened wup, according to widely. varying arrangements, between
31 December 1963 and-31 December 1969.

4) By the end of 1965, the abolition of restrictions on establish-
ment will be extended to the foodstuffs industries, to the manufacture
and wholesale distribution of pharmaceutical products, to retail trade,
to certain types of insurance (other than life insurance) and to certain
liberal professions such as agronomy, architecture, accountancy, survey-
ing and engineering consultancy.

¢) By the end of 1967, the removal of restrictions will be applied
to the retailing of pharmaceuticals and drugs, to medicine and veterinary
medicine and to certain types of insurance (life insurance). (Restrictions
on transport will also be eliminated by thls time but only in the field
of establishment.) (3)

d) By the end of 1969, only a few industries such as shprulld

ing, the manufacture of railway equxpment and forestry will still have
to be liberalized. =

42.  'The time-table for services includes the following provisions:

a) The abolition of restrictions on moving the object on which
or with the aid of which the service itself is performed, or of the
material required for performing the service, and the abolition of

restrictions on the transfer of funds and on payments; this is envisaged. =

before the expiry of the first stage and is now being effected.

1) For provisions on energy, see sec. 93.

*)
(2) See sec. 56.
(3) See sec. 43.
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b) Restrictions on sérvices with respect to insurance are to be
removed by the end of 1967, except in the case of life insurance, which
will not be liberalized before the end of 1969.

¢) As for the film industry, the complete liberalization of serv-
ices will not be effected before the end of 1969, though some measures
should be taken when the General Programme is adopted.

Agriculture will require some special arrangements, for its
liberalization, particularly liberalization of establishment, is phased
throughout the transition period. In fact, the link between establishment
and the common agricultural policy justifies the liberalization of
establishment in agriculture—which has a special structure—being
effected piecemeal but rapid liberalization is envisaged for certain types
of activity and certain persons. Freedom of establishment on farmlands
that have been derelict or uncultivated for more than two years, then
will be assured as soon as the General Programme is adopted. The
establishment as agricultural workers of persons who have been gain-
fully employed as such in the host country for two years was granted
before the end of 1961. For the following stages of the transition
perioc{, the rights and facilities enjoyed by nationals will gradually be
granted to foreign workers; for instance, foreigners will be entitled to
receive any type of credit and to join co-operatives from 1 January 1966.
Under these conditions the elimination of all restrictions will not be
effective before the end of the transition period.

As regards services, the main point was to enable farmers to
profit from services that will improve productivity. The schedule here
will therefore be generally tighter than for establishment: technical
assistance will be liberalized before the end of 1963, and harvesting
and threshing before the end of 1965.

The General Programmes will have to be put into effect by
means of implementing directives. The Commission has already begun
preparatory work on general problems and on various sectors of activity.
A systematic study of the material has been undertaken, and national
experts are now meeting for discussions on various fields under the
aegis of the Commission.



FIFTH GENERAL REPORT — 1962 . 69

" The principal general problems are the co-ordination of pro-
visions on the entry and residence of nationals of Member States
[Article 56 (2)}, the co-ordination of guarantees required of compames
and questions of public contracts. The main sectors of activity are
iodustry and its relation to crafts and ancillary services to. industry,
" wholesale trade, agriculture and various liberal professions, etc.

This procedure ought to ensure that directives are drawn wup
efficiently so as to give Member States the time needed to integrate them
in their own legal systems.

Right of establishment of transport concerns and ancillaries

43.  In principle, the right of establishment should be implemented-
in the same way in transport.as in the other branches of the economy.

The General Programme stipulates that restrictions .on freedom
‘of establishment for transport concerns should be removed ‘between the
beginning of the-third stage and the end of the second year of the
third stage of the transition period. For transpoft by road, rail and
inland waterway, the- lifting of - restrictions will be accompanied by
measures to approximate and’ co-ordinate - leglslatxve and administrative
. provisions on access to the market. Moreover an inquiry will be made
—as will be done, in principle, in all other occupations—into whether
the liberalization of establishment should be preceded, accompanied or
followed by the reCIProcal recogmtzon of degrees and diplomas.

" The co-ordination of Ieglslatlve and - administrative provnslons‘
under Article 57 reveals considerable interplay between the right of
establishment and the common transport policy where road and inland-
waterway transport is concerned. The General Programme therefore
lays down that such co-ordination w111 be one of the elements of the
" comimon transport policy. : '

The Commission has laid the results of its survey (on discrimina-
tion and the rules governing admission to these two séctors) before
the European Parliament, the Council and the Consultative Committee
set up-under Article 83, whose adwce is asked on 2 number of practlcal
pomts, C ‘
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Sea and air transport are included in the time-table of the draft
Special Programme, but the Council has not yet expressed an opinion
on this part of the Programme, nor has it come to unanimous agreement
on the question whether the provisions of the Treaty on the right of
establishment are applicable to sea and air transport, as the Commission
believes.

As for services ancillary to transport (such as forwarding agents,
charter agents, travel bureaux), restrictions on their freedom of establish-
ment should in principle be raised before the end of the second year
of the second stage of the transition period.

By the terms of Article 61.(1) the free movement of services
in respect of transport is governed by the common transport policy
(Articles 75 ff.). : '

This system of priorities remains very flexible because the dates
fixed in the General Programme are the outside limits and liberaliza-
tion can be effected in advance at any time during the two years
preceding these limits whenever this seems advisable. The Programme
is confined to setting the broad lines; its implementation will be
governed by directives.

The liberalization of services in international transport

44. On 15 November 1961, the Commission laid before the Council
a draft directive for certain common rules applicable to international
goods transport by road. The draft directive contains a list of goods
that, in both trade and transit, should be freed from quotas by the end
of 1962 and from licensing arrangements by the end of 1963. It also
contains a list of transport operations that should be freed from quotas
by the end of 1962 but may remain subject to licensing. The proposal
also provides for the liberalization in two stages by the end of 1963 of
international transport on own account, whether of goods in trade or in
transit.

The Commission considers that intra-Community transit opera-
tions in general should be liberalized quickly and that the extension of
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" quotas for international goods transport by road should bring sub-
stantial results. These problems will be dealt with. more specifically
as part of the overall plan of action for transport.

THE FREE MOVEMENT OF CAPITAL

45.  On 11 May 1960, the Council adopted the first directive pursuant
to Article 67 of the Treaty concerning the liberalization of capital
movements within the Community (). '

The directive provides that the Monetary Committee will review
each year the restrictions still existing on the movement of capital,
with a view to their gradual elimination. The Monetary Committee’s
teview has covered, among other things, the problem of free exchange
markets, Government licensing procedure and the removal of restrictions
on issues by firms in the Common Market on the financial markets of
other Member States; these last operations will remain subject to
conditional liberalization as laid down in Article 3 of the first directive.

In view of the favourable development of the economic and
financial situation in Member States, of the advance made in co-ordinat-
ing economic and monetary policy in those States and of the conclusions
reached by the Monetary Committee, the Commission has suggested
that Member States adopt a liberal attitude in authorizing these issues.
Such an attifude could in the first place be shown towards any loan
issues by certain European institutions. The Netherlands Government
informed the Commission that in 1961 it intended to re-open the Dutch -
capital market to foreign issues and that it would fix a new ceiling for
any subsequent issues after the first quota (fixed at the beginning of
1961) was exhausted. The same policy was followed in 1962. The
Italian Government has authorized the World Bank and the European
Investment Bank to float loans on the Italian capital market.

To further the pfocess of liberalizing capital begun by the first
directive, the Commission, after consulting the Monetary Committee,

(1) See Fourth General Reiaort, Chap. 1, sec. 56.
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has issued a draft second directive pursuant to Article 67 of the Treaty.
This second directive envisages the complete liberalization of movements
of capital belonging to residents who emigrate or to emigrants who
return to their country of origin. These capital movements were already
included in schedule A of Annex I to the first directive, but their
liberalization was limited as far as the amounts that could be transferred
were concerned. :

The directive also provides for the liberalization of transfers
relating to certain invisible transactions in Annex III to the Treaty, the
liberalization of which was originally provided for under Article 106
(1, 2 and 3) and Article 63 (2). These ate operations that should be
considered as having the nature of capital transactions.

It also provides for the liberalization of transfers of funds needed
for the supply of services and for access to various types of credit
coming under the supply of services.

In respect of the invisible transactions listed in Annex III
to the Treaty, the Commission, after consulting the Monetary Committee,
laid before the Council on 22 March 1962 a draft directive for the
liberalization of transfers relating to invisible transactions not connected
with the movement of goods, services, capital or persons [Asticles 63
and 106 (3)].

The rules governing competition

46.  One objective of the Treaty is to promote continuous and
balanced expansion of the economy and an accelerated raising of the
standard of living. Hence tariff and quota disarmament, the introduction
of free movement for the factors of production, and the creation of
economic conditions which will allow the markets to be opened. These
are all means making for improved division of labour and better siting
of industry within the Common Market.

It would be idle to abolish trade barriers between the Member
States if they or private firms were left free to make use of economic
and fiscal legislation and aids or understandings limiting competition



FIFTH GENERAL REPORT — 1962 | 73

to nullify in practice: the desited opening of the markets, thus prevent-
ing or, atleast, delaying mordmately the essential adjustments to the
Common Market.

The need for a competition policy stems therefore from the
- objectives of the Common Market itself. . For the Treaty demands that
a system should be introduced providing blanket protection for competi- -
tion within the Common Market against any kind of distortion liable
to jeopardize optimum supply - conditions for the Community.
Competition, therefore, has an important role to play on the market as
an instrument of guidance. Such an instrument is essential to an
economy whose characteristic features are free enterprise and the free
choice of the place of work and of the method of consumption. It is
in the very best interests of the Community to preserve this instrument
‘and to take good care that its operation is not distorted or paralyzed.

RULES APPLICABLE TO ENTERPRISES.

The first Regnlation on understandings

47. At its sessions of ,29-30 December 1961 and 5 February 1962 (%)
the Council adopted unanimously a first Regulation -as provided for
in Article 87 for the implementation of the iarinciples contained in
Articles 85 and 86 of the Treaty. The Regulation was proposed by the
. European Commission, and both the Parliament and the Economic and
Social Committee had been consulted. '

. “At its session of 16. to 20 October 1961, the European Parhament
held an important debate on this question. The Parliameént examined
the Community’s general attitude to cartels and heard a statement from.
the Commission, as wel as numerous contnbutlons from parlnamenta—
" rians of the threé political groups.

“At the end of this debate. it adopted the opmlon on the draft‘ l
regulation ‘as requested. This approved the Commission’s basic inter-

() Date of adoption in the four Community languages. A
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pretation of Atticle 85 as “a prohibition leaving open the possibility of
obtaining authorization”. Authorization is therefore required for the
conclusion of any understanding falling under Article 85 (1).

As regards transitional arrangements for existing understandings,
the Parliament agreed that these should be given an opportur;ity to
adapt themselves to the new Regulation, and also proposed that the
objection procedure (Article 4 of the draft) be retained. The Par-
liament suggested that the Commission’s powers should be strengthened;
for example, it should be given sole power to decide whether Article
85 (1) or 86 have been infringed or not (negative clearances). The
Parliament also accepted its Committee’s proposals for more positive
arrangements for the publication of information.

The aim of the Regulation adopted by the Council at its meeting
of 29-30 December 1961 is to ensure the uniform application of
Articles 85 and 86 in all the Member States, to guarantee that all
concerned shall have certainty as to the law and to create the appropriate
technical conditions to enable the European Commission to apply an
effective competition policy. By virtue of Artictle 189 of the Treaty,
the Regulation is of general application, is binding in every respect and
is directly applicable in all Member States. Not only must it be
complied with by the Member States and their various institutions,
authorities and tribunals, but it must also establish a system of law °
valid for any natural or legal person or association of persons.

The Regulation takes as its point of departure the principle that
all agreements, decisions or concerted practices coming under Article
85 (1) of the Treaty, and the abuse of a dominant position on the
market within the meaning of Article 86 of the Treaty, are prohibited,-
and that no prior decision to this effect is required (Article 1 of the
Regulation).

In the case of agreements, decisions or concerted practices which
on the factual evidence do not come under these prohibitions, the
European Commission may, at the request of the enterprises concerned,
find that the information available provides under Article 85 (1) or
Article 86 of the Treaty no grounds for it to intervene (negative
clearance—Article 2 of the Regulation). Negative clearance has been
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introduced because it may be in the-intetests of enférprises to know
whether an agreement, decision or practice contemplated or applied by
them may lead to intervention by the European Commission.

¢

On the other hand, if the European Commission—acting-either at
the request of a Member State or of personé concerneéd, or ex officio—
finds that there is an infringement of the provisions of Article 85 ot
86, it can address to the enterprises or associations.of enterprises involved
recommendations designed to put an end to the infringement; if neces-
sary, it can take a decision obliging these ‘enterprises to terminate the
infringement (Article 3 of the Regulation).

Where those concerned wish to invoke Article 85 (3), the Com-
mission must be notified of any agreement, decision or concerted prac-
tice covered by Article 85(1) and introduced after the entry into
force of the Regulation. Article 4 (1) of the Regulation forbids the
taking of any decision applying Article 85 (3) of the Treaty before such
notification has been made. Subject to review of its decision by the
Court of Justice, the Commission has sole competence to declare Article
85 (1) inapplicable in conformity with Article 85 (3) (Article 9 of
the Regulation). This declaration may be made with effect retroactive

.to the date of notification (Article 6 (1) of the Regulation). A few
specific categories of agreements, decisions and concerted practices, the
effects of which are of lesser importance (domestic understandings not
affecting trade between Member States, vertical agreements for main-
taining resale prices, restrictions on competition written into licensing
contracts, and agreements concerning standards and types) are provision-
ally exempt from compulsory notification. A declaration under Article
85 (3) for these types of undérstanding may also be made retroactive
to a date prlor to that of not1f1catxon (Articles 4 (2) and 6 (2) of the
Regulation).

A retroactive procedure may even be applied to agreements,
decisions or concerted practices covered by Atticle 85 (1) of the Treaty
which existed on the date of entry into force of the Regulation and
which are included in the categories mentioned above or of which the

- Commission was notified by those concerned before 1 August 1962
(Article 5 (2) of the Regulation). The intention behind this provision
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was to provide a transitional system for “existing understandings”. The
provision is supplemented by arrangements for agreements, decisions ot
concerted practices existing on the date of entry into force of the
Regulation and which do not fulfil the conditions set out in Article
85 (3), provided the Commission is notified of them by 1 August 1962,
or, if they are included in the categories listed in Article 4 (2) of the
Regulation, before 1 January 1964. According to this provision the ban

laid down in Article 85 (1) applies only for the period fixed by the
Commission, provided that the agreement, decision, or concerted practice
is dropped, or modified in such a way that it is no longer covered by
Article 85 (1) or meets the requirements of Article 85 (3) (Article 7-
of the Regulation).

In addition, the Regulation empowers the Commission to obtain
information and carry out investigations (Articles 11 and 14 of the
Regulation). Again, the Commission may institute general inquiries
covering entire sectors of the economy in which there are grounds for
believing that competition is restricted or distorted. For this purpose,
the Commission may require firms in these sectors to supply all informa-
tion necessary for the application of Articles 85 and 86 (Article 12 of
the Regulation).

In cases of infringement of the prohibitions set out in Article
85 (1) or 86 of the Treaty, of an inaccurate application or notification,
of non-compliance with obligations arising in connection with the supply
of information or with investigations, or of infringement of a stipulation
laid down, the European Commission may, by means of a decision,
impose fines on the enterprises or associations of enterprises (Article 15
of the Regulation). It can also impose penalties in order to oblige them
“to comply with these decisions, to supply information or to submit to
investigation (Article 16 of the Regulation).

The Regulation also includes a number of provisions mainly
concerning matters of procedure, in particular the question of liaison
with the competent authorities of the Member States. Copies of appli-
cations and notifications must be sent to these authorities. An Advisory
Commitee, composed of officials competent in the field of cartels and
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monopolies in the Member States, has been provided for and it must
be consulted prior to any-decision of the Commission concerning the
establishment of infringements to Article 85 or 86 of the Treaty, the
granting of -negative clearance, the granting, renewal, alteration or
revocation of a decision to issue a declaration under Article 85 (3) of
the Treaty (Article 10 of the Regulation). The matter must also be
referred to the Advisory Committee where the Commission carries out
an investigation into an entire sector of the economy (Article 12 (4) of
the Regulatidn) or imposes fines or penalties (Articles 15 (3) and
16 (3), of the Regulation). Whereas, as indicated above, the Commis- -
- sion has sole cdmpetence with respect to the application of Article
85 (3), the Member States’ authorities are still entitled to apply Article ~
85 (1) and Article 86 for such time as the Commission has not set in
motion any procedure for granting negative clearance, for ascertaining
that Articlés 85 and 86 of the Treaty have been infringed or for issuing
a decision to apply Article 85 (3) of the Treaty (Artlcle 9 (3) of the
Regulation).

Before taking decisions cdncerning applitations for negative
clearance, the terrination of infringements, or the application of
Article 85 (3) of the Treaty, the Commission must give the enterprises
or associations of enterprises concerned an opportumty to express their
views. The same applies for decisions, revoking any of the above, and
the Commission must observe the same procedure before fixing fines
or penalties (Article 19 (1) of the Regulation). Other natural or legal
petsons or associations of persons may be heard; if they ask to be heard
and show that they have a sufficient interest, their- request must be
- granted (Article 19.(2) of the Regulation). - . : '

The European Commission must publish the essential content o%’\‘
applications for negative clearance and of notifications made with the
intention of obtaining a declaration under Article 85 (3) of the Treaty
(Article 19 (3) of the Regulation). This enables third parties whose
interests may be affected by a decision to make known their points of
view in time. The European Commission must also publish the essential
content of its decisions concerning applications for the negative clearance
and those designed to put an end to infringements. It must also publish
the essential content of decisions to issue a declaration under
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Article 85 (3) and of decisions revoking these decisions (Atticle 21 of
the Regulation).

The Regulation came into force on 13 March 1962. For the pro-
duction of, and trade in, agricultural product, it has been supplemented
by Council Regulation No. 26 dated 4 April 1962. This Regulation
stipulates that Articles 85 and 86 and arrangements made for their
application shall enter into force as from 1 July 1962 for all practices
in restraint of competition coming under Articles 85 (1) and 86 where
these practices concern the production of, or trade in, agricultural pro-
ducts. Article 85 (1) does not apply to restnictive practices which are
an integral part of a national market organization or which are necessary
to the attainment of the objectives set forth in Article 39. Special rules

apply to co-operatives.

Examination under Article 89 of particular cases

48.  The Commission has continued the meetings organized under
Article 89 and has examined with the competent officials from the
Member States cases of suspected infringement of the prohibitions
contained in Articles 85 and 86 of the Treaty. The fourth meeting
took place on 29 June 1961 and the fifth on 18 and 19 January 1962.
For the first time the Commission invited the enterprises and associa-
tions of enterprises concerned, in two cases, to a hearing. They were
given the opportunity to express their points of view on the matters
complained of in the presence of the competent officials from the
Member States. One case concerns an understanding, organized both
vertically and horizontally, which controls access to the market for
" national buyers and national and foreign sellers through an admission
system combined with understandings on exclusive rights. The second
concerns an organization operating in two Member States which issues
a quality label: the enterprises affiliated are expected to maintain
minimum prices. ’

The European Commission has so far investigated in all 33
separate cases, concerning many sectors of the economy. Four cases
were opened at the request of Member States, and 29 ex officio. Some
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of the investigations opened ex officio were the result of complaints
lodged by enterprises or federations. ‘In a number of cases the enter-
prises have abandoned the practices complained of; in the most the
investigations continue.

In six cases so far the European Commission has been consulted
by the authorities of the Member States prior to national decisions
- concerning understandings.

The European Commission has also examined a fairly high
number of cases in which it is not yet clear whether there are sufficient -
grounds for suspecting an infringement of Article 85 or 86.

DUMPING PRACTICES ~

’

49.  Article 91 (1) establishes that the Member States may not
independently apply their own anti-dumping laws to imports from
their EEC partners, since any protective measures which might be
taken are subject to the prior authorization of the European Commission.
‘On the other hand, the Member States can continue to apply their
municipal legislation with respect to non-member countries until the
end of the transition period. From then on, the provisions of Article 113
" of the Treaty will apply.

Intervention by the Commission as provided for in Article 91 (1)
therefore only concerns dumping in the EEC by parties established
therein.

The Treaty gives no definition of dumping practices and does
not provide for a regulation in which the concept would be clarified.
It has therefore left the Commission latitude, on this point, within
which to make its own appraisal in the light of the facts and figures in
each individual case. The European Commission must bear in mind
the general principles observed in the legislative systems of the Member -
States and in international agreements (for example, those in Arti-
cle VI (1) of the GATT), and the special nature of the provisions
laid down in Article 91 (1). These. provisions are, of course, no more
than one of the instruments available to the European Commission
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to make enterprises in the Member States respect the principles of
fair competition amongst themselves in the general interest of the
Community.

Dumping pratices warranting the application of the procedure
laid down in Article 91 (1) exist where the European Commission _
finds that exports of a given product have actually been made onto
the market of a Member State at a price below its normal value,
and of material injury suffered by the industry of this Member State
as a result of the exports cited.

For the exports actually made, “normal value” is, generally
speaking, the comparable price charged at the same period in the
ordinaty course of trade for an identical product originating with the
same producer when destined for consumption in the exporting country.
“The margin of dumping”—the difference between the normal value
and the export price—is calculated with due regard to all the differences
affecting price comparability; as fas as possible the prices compared
should be those ex works before taxation. The exporter, however,
is entitled to adjust his price so as to take into account such customs
duties as are still applied.

The proof that material injury is caused or threatened by the
exports complained of to the corresponding industry of the Member
State directly concerned may be established, by all appropriate means,
when the facts and figures of each separate case are examined. There
can be no question that an export effected at a price lower than its
normal value being considered automatically as causing injury to the
importing country.

Since 15 April 1961, six fresh applications have been submitted
to the European Commission under Article 91 (1), and this brings to
17 the number of proceedings opened by the European Commission in
this field since the entry into force of the Treaty. Altogether, 34 enter-
prises have been cited.

Four of the new complaints concern chemical products, another
a textile product and the fifth, a food product. In three cases the
complaints were lodged by Member States and in the others by enter-
prises or trade associations.
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Includmg the case still pendmg, on 15 Apnl 1961, the seven -
cases examined during the period covered by this Report have - led
to the followmg results: four apphcatlons have been rejected as ground-
less, one investigation has been provisionally suspended with the assent
of the applicant, and two procedures have not yet been completed. -

i

AIDS GRANTED BY STATES

50.  The information rhustered in 1961 by the European Commission.
has confirmed the impression gained in 1960 that the Member States

have made only limited use of their right to introduce new aids for

‘the direct encouragement of their own production. Apart from shxp ,
building and the shipping business, the projects of which the Commis-

sion has been notified under the rules of Article 93 (3) concern measures

‘involving the principle dealt with by the exceptlons contamed in

Article 92 (3a and c). \

The most important of these projects concerned the economic
and social development of Sardinia, measures to improve the regional
. balance of the Luxembourg economy, industrial development in Algeria,
the adjustment of the ceiling of the equipment bonus in France and
the mtroduct1on of an eqmpment bonus in the French overseas. depart:
ments. -

A Working Party was set up in 1961 to examine appropriate

. means for studying the existing .general systems of aid to economic

_expansion. These measures are known to vary widely, and each Member

- State has its own. preferences for particular methods. In addition, the
firms helped can more often than not profit simultaneously by various
advantages sometimes granted by different authorities following differ-
ing crzt_erxa: i

This Working Party met four times between October and
December 1961 to familiarize itself with the systems concerned and
‘to work out tentative opinions on the application of the exceptions
contained in Article 92 (2'and 3) and on how the various aid devices
could be appraxsed
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Certain questions of principle remain open,. notably the manner
of dealing with individual decisions in the framework of the existing
general systems.

51, Two Working Parties have embarked on an examination of the
various measures designed to encourage Member States’ exports. One
is dealing with measures for financing exports and the second with
other machinery for encouraging sales abroad.

Bearing in mind the action of the Group for the co-ordination
of policy on credit insurance, guarantees and financial credits with
regard to some of the aid machinery in question, the European Com-
mission took the view that most of the measures declared at present
* involved no difficulties for the progressive establishment of the common
market. This was explained either by their nature or purpose (e.g. at-
rangements for providing information for exporters, and credit facilities
for the establishment of branches in non-member countries), or by the
fact that the trend of business had deprived certain planned credit
facilities of their raison d'étre. :

Full attention can therefore be devoted to the examination of
a small number of measures, in particular medium-term credit facilities
in relations between the Community countries, certain guarantees against
" business risks, market prospecting insurance and refunds of customs
duties and taxes in Italy. These matters are now under scrutiny.

As a result-of steps taken by the Commission under Law No. 103,
with respect to the Italian scheme for refunds, the Italian Government
took advantage of the decision it had to take on 1 January 1962 under
the rules concerning processing traffic (Article 10 of the EEC Treaty).
In so far as this reduction, in the opinion of the Italian Government,
is assessed on a wider basis than the refunds of customs duties in
question, it involves a net reduction in the benefits granted to exporters.

Discussion with the relevant Italian authorities continues, mainly
with the purpose of checking whether the refunds still remaining
are compatible with the fiscal provisions of the Treaty (Articles 96
and 97).
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52, As for specific aids to shipbuilding, the Italian Government
reported to the European Commission, in accordance with the latter’s
decision of a short time back, the main points in the rehabilitation
programme (*) which it means to implement in order gradually to
abolish aids to Italian shipyards (this process is expe'cted‘ to be complete
in 1964). There has also been a cut in the subsidies to French shipyards.
On the other hand, a project for further casy credit to encourage the
export of ships to non-member countries has recently been referred
to the European Commission by the Government of the Federal Republic

\

of Germany.

The Italian Government has extended until 30 June 1962 the
present system of aid to the cinematographic industry, and has announced
the forthcoming draft of a scheme to bring this system into line with
the requirements of the Treaty. The Federal German Government
has instituted a system of quality bonuses, confined in 1961 to 20 films,
and has thus made it clear that it intends to step up its aid to the
cinematographic. industry. ‘

f

In accordance with the decision taken by the Council on
19 December 1960, the European Commission examined a draft decree
estabhshmg the .rate for bonuses paid to certain French paperpulp
producers in 1961. After discussion with, experts from the Member
States the Commission reached the conclusion that the measures under
consideration were not such as to affect trade in the Common Market.
This matter will come up for discussion agam in connection with
the bonus rate for 1962.

The Italian Government has corrected the discriminatory features
of two existing systems. The first concerned the granting of loans
to purchasers of Italian agricultural machinery; the second was con-
nected with temporary exemption from a purchase tax on Italian motor
cars.

In addition to current proceedings, which will be pressed for-
ward, action will be extended to new fields in 1962.

(1) Sée Fourth General Report, Chap. I, sec. 53.
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An inventory of fiscal aid measures has been undertaken. It
concerns turnover taxes not covered by the rules of Articles 95 to 97.
In addition, Member States have been requested to advise the Commis-
sion of aids granted to transport undertakings.

Regulation No. 18 (concerning the application of certain rules
of competition to the production of,’and trade in, agricultural products)
provides for some extension of the provisions of Articles 92 to 94 so
as to cover products listed in Annex II of the Treaty (*).

APPROXIMATION OF LEGISLATION

- Industrial property

53.  Patents: on the basis of directives on industrial property approved
by the competent Under-Secretaries of State and by the six Govern-
ments (2), the Working Party on Patents has elaborated most of the
provisions for a preliminary draft convention establishing a European
system of patent law. The work will be finished in June 1962.

54.  Trade marks: the Working Party on trade marks has drafted a
supplementary report on the problems raised by the establishment of
a European trade mark. This was done in accordance with the views
expressed bjr the Under-Secretaries of State at the meeting of 19 De-
cember 1960. This report outlines the future convention on a European
trade mark; it was submitted to the Co-ordinating Committee on
industrial property rights and approved by the Under-Secretaries of
State on 11 December 1961. A preliminary draft convention will be
put in hand in 1962 on the basis of the decisions taken.

55.  Designs and models: a general report of the main problems
involved in the preparation of a system of European law in this
field has been drafted. It is shortly to. be distributed to the Member

(1) See Chap. III, secs. 115 and 119.
(2) See Fourth General Report, Chap. I, sec. 59.
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Stdtes’ delegations and will ‘be examined at 2 special session of the
" Co-ordinating "Committee, - ) _ -
‘ _ .

Public contmctx

56.  Public contracts: the comparatlve legal studxes concernmg systems -
for lettmg public contracts in force in the member countries -have
been completed by the Working Party on public contracts (appromma-
tion of leg1slat10n) WhiCh includes natlonal experts.

The work at. present’ under way concetns the. co- ordmanon
measures laid down by the Council - insthe programmes for liberalizing .
establishment and services. These measiires are de51gned to complete
the abolition of de jure and de facto restrictions in the field of public
_ contracts. - Measures are now being prepared. to orgamze proper -

_ publ1c1ty for the various types of contracts and to provide for ‘the
. application of “objective criteria to the allocation of contracts. and the .
selection, of firms tendermg ' ;

- This Workmg Party co-operates closely with the sub-group deal-
mg with freedom of estabhshment and services in connection with
public works. The task of the sub-group is to implement the other
provisions concerning pubhc contracts in the general programmes.

Admzm.rlmtwe cmd tec/mzml ob.n‘acle; to tmde

57. . The European Commission has contmued work on the ehmmatxon‘
of technical or administrative obstacles to trade stemmmg from

discrepancies from country to country between legal requirements

governing, inter alia, .the composition, presentatlon and quallty control
of certain products.

¢

Before framing a programme for removing these obstacles, the
Commission has sent out a quéstionnaire on ex1stmg obstacles, which
does not, -however, cover the. food, veterinaty, plant health and:
Apharmaceuhcal fields, for which working parties have already been
set up.

Pending receipt of the. replies from certain Member States to
the inquiry, the European Comnnssmn has embarked on work for the

\
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harmonization of legislation in two specialized sectors: motor vehicles
and farm tractors. These have been given priority because of their
importance for the economy of the Six.

On the initiative of the Commission a panel of experts has
been set up to deal with the approximation of regulations in the six
countries concerning the production and distribution of pharmaceutical
products. The problems involved in the definition of a medicine and
of a proprietary product, in the formalities for registering proprietary
products, and in their packaging and presentation were examined; the
preparation of the legal instruments for the approximation of laws in
this sector will be undertaken in 1962 :

The progressive establishmeént of a common market with the
consequent emergence of new requirements will of itself determine the
fields in which the approximation of laws is advisable. Certain national
delegations have already drawn the attention of the European Com-
mission to the advisability of harmonizing national legislation against
fraudulent methods in the preparation and sale of products. The study
of this question has been undertaken in the light of the results already
obtained in other economic groupings, notably Benelux.

Lastly, in the field of transport, the Commission has set to work
on the problem of reducing technical obstacles stemming from the
frequently difficult conditions obtaining for frontier crossing. This
work is entrusted to the Commission under Article 81 of the Treaty;
the purpose is to achieve cuts in the actual costs incurred by carriers on
.crossing a frontier, and it is also the logical extension of operations for
the improvement of the Community’s major transport arteries. The
aim of the work is to work out with the national experts and granting
the present national legislation all practical measures which may be
taken to improve frontier crossing conditions for rail, road and inland
waterway transport linking the Member States.

Recognition and execution of judicial decisions; law of bankruptcy

58. The work of the Committee of experts on matters connected
with the application of the fourth clause of Article 220 has made further
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progress. Two preliminary draft conventions have been prepared one
concerning the execution of judicial decisions, the other bankruptcy.
These conventions will ensure the necessary minimum of co- operation
between civil legal authorities within the Community. The convention - .
on execution will enable a creditor whose claim is duly recognized: in
one country to obtain execution of it in all other Member States.

- The aim of the prehmmary draft convention on bankruptcy
is that only one bankruptcy declaration will *be required in future
~against a debtor, even if his assets are located on the territory of
more than one contracting "State. All the creditors irréspective of
nationality or place of residence would take part in the bankruptcy
proceedings on a footmg of equaht;

Recognition of the legal personality of companies,
transfers of regisiered offices and company mergers

“

59. The European Commission has considered how. far the mutual
recognition of companies-extends and how far the tfan§fer of -a registered
office from one country to another and the merger of companies- incor-
porated in different Member States are possible as is called for by
Article 220, third clause. This question, which may require work on
the approximation of company law w111 be dlscussed with the govern-
ment experts. :

FISCAL PROVISIONS

60.  The committee of experts examining how far disparities between
the tax systems of the member countries are likely to ‘hamper the
establishment of the Common Market (*) has completed its work.
Its report has passed the first reading and will be examined with the
competent Under-Secretaries of State and then with the heads of tax

(1) See Fourth General Report, Chap. I, sec. 63.
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administrations in the Member States before being presented in final
form.

Meanwhile, the European Commission has continued its work
on the harmonization of turnover tax systems with a view to imple-
menting Article 99.

The solutions proposed are: to replace actual physical controls
on goods at the frontier by a check of firms' invoices, to collect a
single general tax at the stage ptior to retail trade or to levy a common
tax at the production stage plus a common tax on added value, the
two to be combined with a tax at the marketing stage. Details of these
proposals were given in the Fourth General Report ®).

In their conclusions, the three sub-groups describe what must
be done in order to eliminate, in each of the systems mentioned above,
the disadvantages stemming from the diversity of current legislation
with respect to-average rates in force for countervailing charges on
imports and export drawbacks (Article 97) in trade between the member
countrics. The report also deals with the possibility of doing away
with drawbacks and countervailing charges and thus abolishing the
tax frontiers between the member countries. The report will be examined
concurrently with the first report from the Fiscal and Financial Com-
mittee by the Under-Secretaries of State and senior officials of the
national administrations.

A proposed method for calculating drawbacks and countervailing
charges in connection with the turnover tax has been finalized with
the government experts. It is calculated to facilitate the supervision
which Article 97 requires the Commission to exercise over the measures
in question and it will also provide more reliable guarantees for the
member countries that the provisions of the Treaty will be observed.
Such a method offers a temporary remedy for the ills stemming from
the application to turnover of countervailing charges which can only
be completely eliminated when the systems have been harmonized.

Experience has shown that these disadvantages are becoming
more serious because the countries in which a system of cumulative

(1) See Fourth General Report, Chap. I, sec. 65.
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multi-stage taxes is applied do not intend -to forego their tight under
Articles 95 to 97 of the Treaty to fix amount of the drawback or
countervailing charge on any given product provlded they do not exceed
the perm1tted ceiling.

- The Commission has therefore continued; as decided by‘the
"~ Member States’ representatives at the meeting of. the Council of
Ministers on’ 21 June 1960, to examine the increase in countervailing
charges on imports and drawbacks on exports both from the angle
*of general principles and in the light of various specific cases cited by
certain member countries.

. On the basis of 2 Commission proposal, the Member States
reached a. compromise in the question of the increases introduced by .

the Italian Government on 9 September 1960. It was decided that the - -

Italian rates, which vary between 8.0 % and 5.5 % would be reduced -
progressively by an agreed amount.

61. . With regard to indirect taxes other than turnover taxes, work
on the various excise duties has continued. The Italian tax on carding
frames which attracted export refunds in-excess of the. corresponding
internal charges, was examined. by the Commission, As a result the
Italian Goveérnment re-established the balance requlred by the Treaty :
by cutting the refund rate. .

62, At the request of the Finance Miniéters of the six Member States,. -

- the Commission embarked on a study of direct taxes in the six countries.,
: The aim is to ascertain whether any approximation of these is feasible
- where differences in structure and level are likely to influence the -
competitive position of enterprises within the Community. ’

The heads of the national tax administrations met for the first
time on 5 October 1961 to lay down the outline plan of this study
Two working partxes were set up.

The first will examine the bases of assessment of d1rect taxes
and others of like effect levied ‘on businesses in the dlfferent member.
countries. The work will deal mainly with arrangements for. depreciation
and spec1a1 measures to encourage investment, as well as Wlth methods
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of evaluating stocks, asset appreciation and trading losses—all questions
likely to have a direct impact on business investment and financing.

The second working party will attempt to ascertain whether tax
arrangements in certain countries are particularly favourable to compa-
nies—both holding companies and ordinary companies—and whether
such arrangements are likely to occasion disturbances which could impair
the smooth working of the common market.

THE CASE OF TRANSPORT

Abolition of discrimination in transport rates and conditions

63. By virtue of Regulation No. 11, which deals with the abolition
of discrimination in transport rates and conditions, any discrimination”
which consists in the application by a carrier, in respect of the same
goods conveyed in the same circumstances, of transport rates and con-
ditions which differ on the ground of the country of origin or destina-
tion of the goods carried is prohibited from 1 July 1961 in traffic
within the Community. Each Government has taken a number of tariff
measures to put an end to such discrimination.

Regulation No. 11 imposes a number of obligations on the
Member States. For examiple, they must advise the Commission of
“suspect” transport tariffs, rates and conditions and they must introduce
verification measures and fix sanctions where their present legislation
falls short of what is now required. The Commission for its patt
must take the implementing measures for the enforcement of the
Regulation.

The Commission has therefore examined with the national experts
the practical problems involved in the implementation of the Regulation.
On 22 June 1961 it addressed to the Governments a recommendation
concerning the application of the Regulation together with an opinion
concerning certain terms used in Article 8 thereof ().

() Official gazette, No. 50, 22 July 1961.
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In accordance with the obligation laid upon them, the Govern-
ments have advised the Commission of those transport tariffs, rates
and conditions which seem’ “suspect”.

In addition, they have gradually brought themselves into line
with the regulations concerning verification and sanctions. Fach State
has had to take a number of tariff measures. Although the dates fixed
were not quite observed, it would seem, therefore that Regulation,

- No. 11 has been properly applied. ‘

However the application of the Regulation to Rhine transport
has been held over because of practical difficulties due to the fact
that a substantial part of this traffic is in the hands of carriers established
in non-member countries. Talks are under way between the European
Commission’s staff and the member States of the Central Commission
for the Navigation of the Rhine w1th a view to ironing out these
d1ff1cult1es ‘

Ban on support tariffs

64.  There is a certain relat10nsh1p ‘between the problem of support
tariffs and the abolition of discrimination. Every unauthorized support
tariff in favour of an enterprise or a particular industry also constitutes
discrimination with respect to other transport users.

For this reason, Article 80 of the Treaty stipulates that the
application imposed by a Member State, in respect of transport effected
" within the Comrhunity, of rates and conditions involving any element
of support or protection in the interest of one or more particular
.enterprises or industries shall be prohibited as from the beginning of
the second stage, unless authorized by the European Commission. In
accordance with Article 80 (2) the Commission shall, on its own
initiative or at the request of a Member State, examine whether these
rates and conditions are compatible with the principles and objectives
of the Treaty-and take the necessary decisions after consultmg any -
interested Member State. ‘

The move to the second stage has bfought -Article 80 into force
and the Commission has taken a first series of decisions which have
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been published in the official gazette. Other applications from Govern-
ments for authorization in accordance with Article 80 (2), are now
under scrutiny and decisions will shortly be taken.

At the same time the Commission felt it necessary to call for
further information from member Governments on various tariffs which
they apply; these tariffs are now being studied. In several cases Govern-
ments have justified their action by invoking Article 80 (3) according
to which the general ban on support tariffs does not apply to competitive
tariffs.

The interpenetration of the markets
GENERAL

65. The considerable efforts made by business circles as eatly as
1958 to adapt themselves to common market conditions were inten-
sified during 1960 and at the beginning of 1961. They have been
along two general lines: first new trade associations have been set up
at the level of the Six, bringing together the individual national
associations and accompanied by greater activity on the part of those
which had been pioneers in this field; secondly, and particularly in
industry, trade and handicrafts, a great many forms of co-operation
have been applied.' They range from technical agreements to the
establishment of new companies grouping different enterprises in 2
single country, enterprises in several Member States, or enterprises in
a Member State and in one or several non-member countries—all
bent on fresh .effort to penetrate the common market.

The main objective of the trade associations at the level of the
Six has been to arrive at a Community on matters of common concern
and they have multiplied their contacts with the European Commission.
The Commission, for its part, has always welcomed the formation of
trade associations at Community level and the tendency for these
groupings to keep it informed of the views common to the mass of
their members. -
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The development of the common market since the speed-up-<
decision of 12 May 1960 and the irrevocable nature of its progress have
induced enterprises to hasten the measures they are taking to adapt
" themselves to the new  conditions which it has engendered.

. They are concentrating on heavier investment 'to increase capacity
and bring their. plant up to date. Mergers and takeovers bear witness
to a movement towards the larger unit; specialization: js. gaining
ground and fitms manufacturing neighbouring ranges of products
are concluding specialization agreements and establishing networks of
sales subsidiaries in the six countries. -

The tendency to form new companies.in which enterprises of two
" Member States or of one Member State and of one non-member country
often have a holding has become stronger in the period under review,

'Broadly speaking, these reactions among business citcles are
borne out in annual company reports. Many of these refer to the
development of the Common. Market as the reason for i,nvestmentS«
in hand or planned, or to explain the purpose of financial -operations
carried out as part of a policy of consolidation and progress within
the Community. '

66.  The effects of. the Common Market on supplies to the consumer
are so varied that it would seem impossible to summarize them accurately.

What is certain is that prosperity would have grown less rapidly
‘had it not been for the gradual implementation of the Treaty of Rome.
" One of the features of the adaptation of production and trade ‘to a
steadily expanding market is that ‘thanks to the gradual integration
of separate economies the consumer is offered a distinctly fuller and
more attractive range of merchandise. The primary reason for this is
that wholesalers, and even retailers, have sharply stepped up trade -
across frontiers by fresh contacts, business trips, visits to trade fairs
.and market research. But it has also been noted, ‘particularly during
the past year, that consumer goods manufacturers in t_ﬁe various countries
have also shown great initiative in expanding their markets within
the EEC. ‘
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Several signs confirm this impression:

a) External trade statistics in the Member States show that trade
with other EEC countries has been making ever greater strides;

b) Industry is endeavouring to establish a “European style” in
the widest sense of the term, this being essential if wide outlets for
the pr“oduction of the different countries is to be secured;

¢) Although admittedly still far from complete price statistics
show that producers are giving more and more attention to external
markets and that with the aim of stepping up their exports, they
have been exercising price restraint where these markets are concerned.

But the expansion of trade has also made it much more difficult
for national industry, now that import barriers are lower, effectively
to impose the price increases it wishes on the market. In this way
increased trade has had a stabilizing effect on prices within the individual
countries.

67. A sample survey covering several department stores in the
Member States bears out these generalizations.

In the opinion of the stores managers questioned, the main
effect of the establishment of the common market has been to spur
on manufacturers to conquer new markets and to improve production
methods. In relation with the cuts in customs duties, these factors
are exerting steady pressure on prices, curbing increases and setting
in train, or reinforcing, reductions; the effects of the common market
on “national” prices are clearly reflected, for example, in prices for the
following articles: refrigerators, nylon raincoats, Italian wines, French
brandy, woollen blankets from the Netherlands and Belgium, knitwear,
etc. In an exhibition “France and the Common Market”, one department
store has already put on display the various lines it has been able
to mark down thanks to the EEC.

68. A number of new trends have emerged in recent years at trade
fairs, exhibitions and shows,—often under the influence of trade associa-
tions set up at thé level of the Six:

a) The noteworthy increase in the number of exhibitors and
visitors from the Community;
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b) A tendency to organize Community stands for products,
“branches or sectors; s :

¢) The change-over from national to European exhibitions.

In a joint statement in 1960 the Union of International Fairs
and the International Chamber of Commerce advocated that no new
national pavilions should be put up and that the present ones should
be closed, if possible before the beginning of the third stage.

THE DEVELOPMENT OF INTRA-COMMUNITY TRADE

69.  Although trade flows are strongly influenced by business
fluctuations, trends in intra-Community trade also afford clear evidence
of the progress made in merging the markets.

In 1961, intra-Community trade in terms of value totalled nearly
$12 000 million. It was up by 16 % over the figure for 1960. This
‘rate of progress was still very satisfactory, although it fell short of
those recorded in 1959 (19 %) and in 1960 (25 %). The loss of
momentum in the rate of growth of intra-Community trade in 1961,
which occurred despite the progressive scaling down of customs and
quota barriers, is mainly to be put down to factors connected with the
business cycle, and notably to the -fact that economic growth in the
Community countries was less marked than in the previous years.

Trade amoﬁg the Six, however, developed much more vigorously

than did trade with non-member countries, which in 1961 totalled
. $20 000 million, a 5 % increase over 1960 both in imports and exports. -

It is true that the long lead gained by intra-Community trade stems

partly from the nature of the goods involved: the growth of invest-

ment and of consumption Has boosted trade in manufactured products
—which constitute the lion’s share of goods exchanged between the
Member States—rather than purchases of raw materials or semi-finished
products, which loom large in the pattern of imports from non-member
countries. Again, the discrepancy between business trends inside and
outside the Community, together with the delayed effects of the
American recession, favoured sales in the six countries. It is never-
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theless true that the gradual establishment of the Common Market is
* largely the cause of this disparity. It has undoubtedly influenced the
situation by providing more extensive customs preferences, but also by
enabling the economic links forged to find practical expression in
increasingly heavy business thanks to the prospect of untrammelled
frontiers in the futare. It should be noted, however, that this develop-
ment has not prevented trade with non-member countries like the
United Kingdom from increasing at an equivalent rate to intra-Com-
munity trade.

TABLE No. 3
Development of EEC Trade

Quarterly trade index, based on value
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70. A study of trade within the Commiunity reveals varying rates of
expansion for imports and exports, but it also shows, by and large, a
tendency for levels of act1v1ty in the various countnes to come closer
to the average. '

, TABLE No. 4

Rate of growth of trade between member countries
' in 1961 compared with 1960 (1)

-

Importing -
country _
G(elf‘n;{a’)‘y» France | Italy l\ﬁft’g BLEU.| EEC
Exporting » i
country-
Germany (F.R.) — + 17 + 23 + 19 + 16 -+ 19
" France N -+ 18 — + 21 + 32 + 16 + 20
Ttaly + 23 + 19 — + 25 +23 + 22
Netherlands’ + 10 + 11 + 3 — + 11 + 9
BLEU. + 1 + 11 + 7 + 16 — + 10
EEC | 413 | 415 | +19 | +19 | +15 | +16

(1) Based on the average of the customs returns on both sides of the frontiers. The unit
used to calculate the growth rates' is the U.S, dollar (unit of account). Because of the
revaluation of the mark and the guilder, the rates are higher for West Germany and the
Netherlands—except where trade between the two countries is concerned——than they would
be if calculated on the basis of the national currencies.

Progtess, then, was fairly vigorous in imports of finished
_products into countries like the Netherlands and the Federal Republic
of Germany, where the main features of the business situation were
over-employment, a relatively steep increase in costs and a degfee of
price strain in 'various sectors of the home market. The revaluation
of the florin and the mark has certainly already had some effect on
Dutch and German trade with the other member countries. Mo_reover,
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imports into Federal Germany were stimulated in 1961 by fresh cuts
in duties (prior to that date the level of German customs duties had:
scarcely changed because of the time-lag before Community reductions
could overhaul those made in 1957 by the Federal Republic in the
light of the economic situation). But the steep increase in orders for
capital goods from abroad recorded 'in previous years was still making
its effects felt in the first half of 1961. As a result the surplus on
Federal Germany's trade balance with the other member countries
showed a further appreciable increase in 1961, However, there were
distinct signs of a downturn in the second half of the year. The
Netherland’s trade deficit with other member countries increased con-
siderably: exports expanded only slightly, whereas imports were up by
a noteworthy margin. By contrast, in Italy and in France, where factors
working to curtail supply were not so strong, exports to Community
countries made more rapid progress than in the other Member States.
The result was an increase in the French surplus and stabilization of
the Italian deficit, since Italian imports developed considerably in
response to an upsurge in home demand. The trade of the Belgo-
Lukembourg Economic Union with the other member countries increased
relatively little and the Union’s trade balance remained more or less in
equilibrium.

71.  The figures for intra-Community trade broken down by groups
of products show wider variations than in 1960. Broadly speaking, the
growth tempo for trade in raw materials, fuels and semi-finished
products slackened considerably in 1961; by contrast, the increase in
finished industrial goods, especially capital goods and transport equip-
ment was only a little less than in 1960. From the second quarter
onwards there was a distinct recovery in sales of agricultural products
abroad.

Trade in foodstuffs, where variations depend even more on the
harvests than on the opening of the markets, was relatively low during
the early months of 1961, but there was a definite recovery thereafter.
This was due mainly to an increase in exports of products of which
there are usually surpluses in certain member countries, such as grain
in France and fruit and vegetables in Italy. Intra-Community trade in
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TABLE No. 5

Movement of trade between member countries
by main categories of prodztct.r ™)

. Increase in 1961
1959 1960. 1961 seas 1963
(in millions of u.c.) (in %)
|
Food, beverages and tobacco 753.6 942.3 1030.1 + 9%
Fuels - 547.0° 616.1 603.3 — 2%
Other raw materials 550.0 733.9 761.7 + 5%
Chemicals '
Machinery and transport 417.4 548.5 622.2 + 14 %
. equipment . )
Miscellaneous manufactured |
articles 21103 2895.6 3283.9 +13%

(1) On the basis of import statistics; categories of products based on S.I.T.C. sections.
Totals and rates of growth refer to the first three quarters of the year only.

agricultural products was up by about 9 % in value in the first three
quarters of 1961 over the figure for the same period of 1960. French
and B.LEU. exports and Dutch and German 1mports were the
~ outstanding factors in this overall increase. '

Trade in raw materials between the member countries was only -
about 5 % wup in the first three quarters of 1961 on the corresponding
1960 figure. In particular, the drop in output of iron and steel had
" an unfavourable influence on trade in iron ore, which was down 7 %
on the previous year. On thé other hand, trade in textile fibres was
somewhat higher, mainly because of the rapid growth of purchases
by Italy where the steep increase in private consumption and in
exports has boosted output in the garment industry . France’s growing
share in the supply of sulphur to the Community should also be
noted.
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Intra-Community trade in fuels was effected less than in previous
years by the structural disequilibrium of the coal market, and there
was even a slight recovery in sales in this sector. On the other hand,
trade in petroleum products hardly progressed beyond the 1960 figures.
In all, then, trade in energy products between the six countries did
not exceed the 1960 level.

" The rise in trade in chemicals levelled off appreciably: in terms
of value, the increase was only 13 % in the first three quarters of 1961,
as against 30 % in 1960. This loss of momentum was due to the slow-
down in production and to price reductions in certain sectors of the
chemical industry, mainly as a result of sharper external competition.
The heavy increase in trade in artificial fertilizers was not enough
to offset the decline completely.

On the other hand, the steady and particularly steep increase
in investment in the Community led to an even greater expansion of
intra-Community trade in capital goods than in 1960. As a growing
share of private consumption expenditure for road vehicles, trade
between the member countries under the heading “machinery and
transport equipment” was up 33 % in the first three quarters of 1961
on the corresponding 1960 figure. For the machine group alone, the
increase did not vary much from product to product; for electric machines
including household appliances), non-electric machines and motor cars
it was about 30 to 35 %. Exports of motor cars from B.L.E.U., where
many assembly firms have stepped up capacity, Italy and especially
Federal Germany were appreciably higher, whereas from the Nethet-
lands and France they barely exceeded the 1960 figure.

The rate of growth of trade in the other manufactured products
—at about 13 %—was distinctly lower than in the previous year.
However, this group includes semi-finished products such as iron
and steel goods, which have been affected by the marked running
down of stocks in the Community, and also finished consumer goods,
sales of which on the other hand have increased vigorously in the
main because of the very lively and persistent expansion of private
consumption in the member countries. "Clothing exports from all the
member countries have grown, and this is particularly true of Ttaly,
where they rose neatly 70 % in the first three quarters of 1961.
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72, A longer period must, however, be considered ‘in order to bring
out the basic trends in intra-Community trade and to appraise the
progress made in establishing a large market in Europe. Figures for
the whole of the first stage are more instructive in this re"spect,

The salient feature of the first stage was, without any doubt,
the development of more intense -trade relations between the Member
States. -The rate of trade development which, with a 1954-1957 average
of 14 %, was already high before the Treaty of Rome ‘came into force,
increased distinctly after the lull in 1958 to reach an annual average
of 21 % for the years 1959 to 1961. During these two periods, the
overall increase in intra-Community trade in terms of value was 53 %
and 73 %. The corresponding figures for trade with the outside world
. were 44 % and 30 %. In every Member State there has been a distinct

shift of external trade towards the Cémmunity countries. :

The Community’s dynamic energy has had a favourable impact
oninternational trade. But expansion has been even more remarkable
within the Community than without. The recovery in economic activity
almost certainly goes far to explain this development. '

These facts taken together show that there is a general tendency
within the EEC towards a fuller interpenetration of the markets, which
both technical and psychological factors, the measures already applied
and the prospects offered by the completion of the Common Market
have all helped to promote. This irend has so far worked in the direc-
tion of expansion. Despite its growth, however, trade between the
member countries still accounts for only arrelatively small share of total
_production, save in ‘the Benelux countries. When industrial markets
are fully opened and the common organization of agricultural markets
completed, we must expect more far.reaching effects in the various
branches of the economy, and it is to be hoped that this will lead to
the rationalization of activity at Community level: this is a proper
objective of economic mtegratxon and it is necessary if expansion is to
continue.
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CHAPTER 111

TOWARDS A COMMON POLICY
Policy on economic trends

THE ECONOMIC SITUATION OF THE COMMUNITY IN 1961

73.  Economic activity in the Community continued to expand in
1961, although—<hiefly as a result of labour shortages—at a slower
rate. However, the growth of overall demand was also weaker,
particularly in the second half of the year.

Demand

Overall demand in the Community increased somewhat less
in 1961 than in 1960; the growth of exports to non-member countries
~ was smaller than in the previous year, and internal demand at current
prices advanced at much the same rate as in 1960, though the real
increase—at constant prices—was certainly rather less. These results,

based on a comparison of averages for the two years, do not give
" a true picture of the real trend during the year. External demand,
which had already ceased to be a factor in expansion by the second
half of 1960 and which had continued relatively weak at the beginning
of 1961, then recovered till the end of the third quarter; towards the
end of the year, however, certain signs of weakness reappeared. . The
growth rate of internal demand, on the other hand, declined somewhat
after the middle of 1961 as fixed investment and—more serious—
the accumulation of stocks levelled off. Meanwhile public and private
consumption continued to grow rapidly.
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The Community’s exports in 1961 exceeded the 1960 figures
by 5% in terms of value and some 4 % in terms of volume; the
rises recorded in 1960 had been 13 % and 11 % respectively. The
recovery recorded during the year was mainly a reflection of the upswing
of economic activity in the United States. Developments in Great Britain,
on the other hand, did much less to encourage the export trade of the
Community. The outstanding feature of business in most of the other
EFTA countries was steady and substantial growth. The Community’s
exports to these countries therefore once again increased substantially
as compared with 1960.

After falling off towards the middle of 1960, the Community’s
exports to the developing countries recorded only a modest growth in
1961. The purchasing power of these countries was, however, fairly
limited in 1961, chiefly as a result of the fall in their foreign exchange
income. in the previous year.

Although the growth of internal demand lost some of its momen-
tum in 1961, it developed faster than did exports.

Fixed investment increased almost as vigorously in 1961 as in
1960; at 9.5% in terms of volume, its growth rate was once again
considerably better than that of the gross national product, so that there
was further increase in the ratio between investment and gross national
product. ‘

Gross fixed asset formation in industry rose somewhat more
slowly in relation to the preceding year than in 1960. This was due
mainly to the tendency for growth to level off in the second half of
the year: investment early in 1961 was still mainly the outcome of
industrial investment schemes elaborated and partially implemented .
during the first phase of the boom—1959 to the middle of 1960; in
some countries these schemes had even been revised upward. But various
factors emerged later in the year to slow down the pace of investment:
the slower growth of profits and less rosy expectations in this field;
the effects produced by the revaluation of the mark and the guilder; the
rapid growth of capacity in certain branches; and, last but not least,
the physical obstacles continuing to hamper growth in certain countries,
particularly in the building and construction sphere.
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- Public consumptzon and investment expendlture continued to
increase in 1961, though on the whole its growth seems to have been
somewhat less than -in 1960.

Unlike the trend of investment, the growth rate of private
expenditure on consumption did not slacken in 1961, and the figure
for the full year shows an increase over 1960. Since, however, consumer
prices rose rather more rapidly, the rate of progress.in terms of volume
was about 6%, or about the same as for 1959-1960.

The expansion of private consumption is mainly due to an increase
in the disposable income of households, which in turn stems very largely
from a substantial rise in total wages and salaries paid. Transfer income
"in general once again moved up. These factors making for higher
incomes for households were more than enough to offset certain effects
produced by the smaller margin of profits noted in certain member
countries. In agriculture, too, incomes suffered, save in Italy, from the
poorer 1961 harvests; in several countries, Jhowever, effective support
measures were taken by the authorities.

Supply.

74.  Gross national product in the Community rose by approximately
5.5% for 1961, whereas the corresponding figure in the previous year
had been some 7%. The slowdown of the growth rate in 1961 was
partly due to inadequate production capacity, but mainly to shortages of
manpower in certain countries although demand began to play a rather
important- part in some sectors in the second half of 1961.

The growth rate of agricultural production was down on 1960
In all Community’ countries except Italy, yield from crops fell appreci-
ably. By contrast animal products, particularly dairy produce, increased
once more,

Industrial production expanded much less than in 1960. The
index of the Statistical Office of the European Communities showed
a 6.5% increase in 1961 over the 1960 total; in 1960 the ‘growth rate
was still 13%.
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Growth during the year was also considerably slower. After
allowance has been made for seasonal variations, the quarterly figures
in 1960 still show an average advance of 2%, but by 1961 the average
was only 1.5%. The loss of pace stems mainly from the flattening of
the rate of growth in the Federal Republic of Germany since the spriﬁg
of 1961 and from an actual fall in output in the middle of the year in
the Netherlands.

The growth of production slowed down in almost all branches of
industry, though for very different reasons,

In some branches, particularly coal mining and shipbuilding,
the structural difficulties which had already been in evidence for a long
time continued to exert a depressive influence on activity.

In other sectors, a weakening of demand led to a slower rate of
growth, or even, as the year advanced, to an absolute fall in output.
For example, the cautious attitude to stocks adopted by steel users was
the main reason for the downturn in the output of the steel industry
since the summer. The growth in the output of textiles was also slowed
down by reductions in the stocks held by distributors.

Production in the motos industry, which for the Community as
a whole only slightly exceeded the 1960 level, was hit by the very
substantial weakening in external demand. The extent to which pro-
duction suffered varied from country to country, but the growth of
internal demand in all the countries taken together was also less vigorous
than in 1960.

In the capital goods .industries physical obstacles—labour
shortages and the high rate at which capacity was being used-—~acted
for the greater part of 1961 as a brake on the growth of production.
Towards the end of the year, however, the slowdown in receipts of
new orders, already apparent for some time, also seems to have been
exerting some influence on the rate at which production was growing,
particularly in the Federal Republic of Germany, although there was
still a heavy backlog of orders.

Chemicals were affected by some slackening of demand caused in
part by stiffer competition from external producers on Community
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markets. Output was none the less 7% above the figure for 1960, which
itself had shown the exceptional rise of 20% over the 1959 figure.

For the first time for almost ten years, the contributiofi to the
domestic product made by the services sector grew more rapidly than
that of industry. This development certainly stems from the fact that
on the supply side of some services fields noteworthy progress has
been made in mechanization and rationalization of work, and from the
fact that others could offer more attractive working conditions than

industry, so that they succeeded in securing a bigger share of the
~ available manpower. '

Undoubtedly, the exceptionally vigorous growth of the demand
for services was also important. It is clear, too, that the structural trend
towards a greater share for services in total expenditure on private con-
sumption has gathered pace. ’

The number of hours worked appears to have increased only
slightly. It is true that the number of wage-eatners again rose by about
2%—roughly as much as between 1959 and 1960—but slightly fewer
hours per worker were recorded. In some member countries—Nether-
lands, Federal Republic of Germany and to an increasing extent even
_ in France—manpower shortages presented an ‘obstacle to any moze
vigorous growth of output.

The strain on the labour market made companies reluctant to
dismiss staff in the sectors where demand had weakened. This was the
* main reason for a less marked improvement in productivity than in
1960, partlcularly in industry. - Here output per manhour rose by
approximately 4%, whereas the rise in 1960 had been 7%. Since, how-
ever, the number of hours worked in industry increased only 2% in
1961, two-thirds of the increase in output was .none the less due to the
rise in’ productivity. _
Migration within the Community and immigration from outside
made a substantial contribution to the increase in the total number of
persons employed and to a further appreciable reduction of unemploy-
ment in those countries where this was still possible. Italy in particular-
benefited, although here the leading factor in the decline of unemploy-
ment was the growth of national production.
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The balance of the markets

75.  Partly as a result of the weakening in the growth of overall
demand—in particular of stock accumulation—and partly because of
the slowdown in the progress of internal production, the Community's
imports rose a good deal more slowly in 1961 than in 1960. Purchases
from non-member countries were only 5% in value and 6% by volume
above those of 1960, a year in which they had beén 20% by volume
and 21% in value above the 1959 figures.

Trade between Community countries tended, generally speaking,
to increase supplies and once more helped to reduce the gaps between
levels of economic activity in the Community. There again, however,
the slowdown in the economic expansion of the Community made itself
felt. In terms of value intra-Community trade in 1961 was some 16%
(in terms of volume some 15%) above the 1960 figure. The year-to-
year figures for 1959 to 1960 were 25% in value and 24% by
volume (*). None the less, the expansion of trade between Community
countries was again substantially greater than that of external trade.
At the same time the ratio between the growth of internal trade and the
increase in industrial production within the Community was again
considerably higher than in the years before the Treaty of Rome came
into force.

Despite the appreciable improvement in the terms of trade, the
Community’s trade position (calculated from customs returns) deterior.-
ated a little: there was a deficit in 1961 of $29 million, where there
had been a surplus of $59 million in 1960.

Though the surplus on services improved in France and Italy,
it declined in the Federal Republic of Germany and, to a lesser extent,
in the Netherlands and the Belgo-Luxembourg Economic Union.

All in all, however, it would seem that the Community’s surplus
on current account was much the same as in 1960.

(1) Growth figures for 1959 to 1960 have been adjusted in order to make allowance
for the statistical effect of the economic reunion of the Saar with the Federal Republic
of Germany.
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The surplus on the overall balance of payments declined appre-'
ciably in 1961 as a result of heavy exports of capital. Though the influx
of short-term capital already noted~in 1960 continued at the beginning
- of 1961, ‘the end of currency ‘speculation and the -maintenance of.a
policy of moderate interest rates in the Community halted this trend .
later in the year. In addition, political events in° Germany in the sum- -
mer of 1961 led to a certain outflow of capital and official exports of
capital were appreciably higher than in the previous year, because of
further advance repayments of debts to. non-member countries, of an
increase in development aid and of the participation of Commumty
countriés in the International Monetary Fund’s credit for Great Britain:

In 1961 the Community’s. money and capital markets benefited .
very considerably. less from transactions abroad than in 1960, when the’
inflow of funds had been particularly strong. At times, particularly in
the second half-year, there was evidence of shortages; especiaily in the -
Netherlands, Italy and the Federal Republic of Germany, and this led
to a strengthening of interest rates. In these countries, with the excep-
tion of the Netherlands, these temporary shortages were also due to the
actlvxty of the public authorities; whose transaction sometimes had the
effect not of increasing the supply of funds but rather of mopping it -
up or at best of not affecting it, while the industrial demand for credit .
rose sharply because of the growth of investment, of sales and of the
considerable rise in wages, Wthh in some member countnes tended to.
" narrow profIt margins.

In the_ other member countries market trends, particularly balance-
of-payments surpluses, continued to increase liquidity, with the result
that interest rates tended downward. In the autumn the pressure which
had been affecting the employment market and prices led the monetary
authorities in France to request the banks to exercise restraint in making
advances, and towards the end of the year they reinforced this step
by raising the liquidity ratio with effect from 28 February .1962. In
Belgium, where the balance-of-payments situa.tion, unlike that in other
countries, continued in the first half-year to- provide an argument for
a relativey  high rate of interest,’a gradual scaling down of Bank rate
began towards the end of the year, when there had been an improvement
in the balance of payments.
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In 1961 Community prices, which by and large had been reason-
ably stable in 1960, moved upward despite the slowdown in the growth
of overall demand and the continued weakness of raw material prices.
An increase in agricultural prices played an important role in this trend.

In some member countries the prices of industrial goods increased
rather more than they had done in 1960. There is much to suggest
that the upward movement in costs per unit of output was very much
responsible for the rise in prices at a time when the rate of growth in
demand was slowing down. At any rate the rise in wages in almost all
the member countries outstripped the concurrent growth of productivity.

In the services sector, too, prices rose once more, though here
the rise is in part the result of a long-term trend.

THE OUTLOOK FOR 1962

Demand

76.  The economic outlook for the Community in 1962 indicates
fresh growth, but also that the pace will continue to slacken. There
might well be a slight weakening in the expansion of overall demand.

External demand is not- likely to increase much faster than in
1961, despite better sales prospects in the United States. Undoubtedly
orders from abroad might again gather some momentum, and exports
may very well be boosted by a slackening in the growth of internal
demand, particularly for capital goods, and by the expansion of pro-
duction capacity in the Community. It must on the other hand be
remembered that the relationship between wages and productivity has
in some countries been developing less favourably than in leading non-
member countries and tending to reduce the competitiveness of Com-
munity industries, with the result that exports may suffer.

Domestic demand might well slacken in pace, especially in the
fixed investment sector. A somewhat lower rate of expansion may also
be recorded in private consumption.
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Gross fixed investment by enterprises will as a whole advance
more slowly than in 1961. The decline will be particularly marked in
Germany. In France investment by publicly-owned undertakings “will
rise more rapidly than in 1961, but this will not fully balance -the
slower expansion that is expected in-investment by private enterprise.

_ Several factors may lie at the root of the weaker expansion in
pnvate investment activity, their influence varying from one country
to another. Factors with an adverse effect include the pressure on profit
margins in certain countries, stemming from wage rises which exceeded
the improvement in productivity in the same period, and from the
progressive incidence of direct taxation. Another factor in some bran-
ches was the steep rise in investment and capacity despite the fact that
the proportion of idle capacity in 1961 was already higher.

On the other hand, the propensity to invest is still being influ-
enced by other positive factors: the outlook for goods and services for
private consumption is set fair; activity should again be stimulated by
better export prospects in the USA; the common market offers ex-
panding markets, but also keener competition. Yet another factor is the
" shortage of manpower and the effort required to combat the rise in
unit labour costs by rationalization. '

Investment in building and construction will in 1962 more or
less maintain its slow growth rate. This is limited in most member
countries not by demand but rather by the physical factors governing
supply. The number of building permits issued in certain countries
during the second half of 1961 suggests some slackening in the demand
for industrial and commercial buildings, comparable with the reduction
to be expected in fixed investment by enterprises. But in housing the
increase in effective and future demand shows little sign of slackening,
while the volume of public investment in building and construction is
certainly going to rise considerably.

Private consumption may advance rather less briskly than in 1961.
Although wages will, continue to rise substantially, this movement will
probably lose some momentum if the Community is taken as a whole.
Moreover employment, expressed in the total number of hours worked,
will rise much more slowly, since the total of persons in employment
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can hardly move up as sharply as in 1961, while further slight cuts may
well be made in the number of hours worked per person. Finally, the
continuing pressute on profit margins cannot fail to have some effect
on the disposable incomes of private households, which on balance
should advance more slowly than in 1961, although transfer incomes
(pensions, annuities and allowances) once more show a considerable
" rise. This means that, if there is no great change in the rate of savings
by households, the year-to-year growth rate might well be 5% by volume,
as against fully 6% in 1961.

Finally, public expenditure on investment and consumption,
according to the budget estimates for 1962 now available, will again be
stepped up considerably, probably at a somewhat faster rate than in 1961.

Supply

77.  Growth of industrial production (*) for 1962 is estimated at
roughly 5.5%, which would be a little less than in 1961. Physical
limitations, above all labour shortages, will continue to act as a brake
on output in some countries and sectors. Moreover, the trend in demand
will have an even more decisive influence than in 1961. In view of the
probable weakening of demand a slower rate of growth can be expected
in-the capital goods industry and its ancillaries. The slowing down in
the rate of industrial output as a whole may well affect the consumption
of energy. On the other hand, growth rates similar to those of 1961
will probably be recorded in the consumer goods industries.

In view of the considerable further rise expected in consumption
and the estimated increase in trade with non-member countries, the
growth of activity in the services sector should be only slightly less than
before.

(1) Based on the Index of the Statistical Office of the European Communities;
excluding foodstuffs industries and building and construction; the contribution of
industrial production to the gross product of the Community will certainly decline
in volume.
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‘In these circurnstances and under normal’ weather conditions,
which would brmg about a steeper rise in agmcultural production than '
in 1961, the total real gross natlonal product in the Community would
be up on the previous year by 45.to 5% .

' Such growth should be p0551ble not only because of the future’
deve[opment in total demand, but also in the case of overall productivity
increasing at a rate similar to that of 1961. Employment in"the.Com-
munity as a whole in 1962 can hardly be stepped up more rapidly than
in 1961. For one thing there will be a smaller natural increase in the
working population, while labour reserves have sunk so low in some
countries that it will hardly be possible to achieve any further reduction |
of importance. These difficulties will be most pronounced in West
Germany, where no increase in-the working population can be expected
from the natural demographic Urend and where further cuts will prob-
ably be made in the working week. In the other member countries, on
the other hand, it is still possible for the numbers in employment to be
increased, sometimes more, sometimes less.

The balance of the markets

78. Community imports from non-member countries will in all
likelihood continue to grow at about the same low rate as in 1961. On
the assumption that managements will still follow a fairly -cautious
stock-building policy in the first half of 1962, imports of industrial
raw materials will probably still be rather modest. Even if these later
show a recovery, the total for 1962 is not hkely to exceed the 1961
figure by very much. Purchases of foodstuffs and agriciltural products
"in-the first half of 1962 are, on the contrary, sure to be well above

. those for the correspondmg petiod of the previous year. The slacken-
ing in the growth of internal demand will probably entail a loss of

_ momentum in“imports of industrial products, but these represent only
a third of the Community’s imports from non-member countries.

Trade within the Community will continue to have 2 salutary
effect on the equilibrium of particular markets and on the differences
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in level of economic activity between the various member countries,
while at the same time boosting investment and output. It may well
continue to advance, but again more slowly than in the previous year.

From the point of view of general equilibrium, a reduction in
the pressure on prices seems possible in 1962. However, since the rise
in costs registered in 1961 can be expected to continue in 1962, while
agricultural prices are also expected to advance, the general price level
will still tend to rise, although the increase may turn out to be less
than in the previous year.

The prospects outlined above for exports and imports of mer-
chandise indicate that the Community’s balance of trade is likely to
deteriorate slightly This is based on the assumption that the terms of
trade will not improve as much as in 196L. Nevertheless, the overall
balance of current transactions should continue to show a definite sur-
plus, but this may be smaller than in 1961.

It seems fairly certain that the Community’s overall balance of
payments will again show at least an appreciable surplus in 1962. As
for movements of private long-term capital, hardly any decisive change
in trend can yet be expected, despite the measures envisaged in the
United States to encourage capital investment at home and to curb the
‘tendency to export private capital to the industrial countries.

The balance should again be in the Community’s favour. How-
ever, the “basic balance” may be offset, as in 1961, by more or less
artificial public exports of capital—artificial because they result from
special government decisions and are in part financed by credits from
the Central Banks. It looks, however, as though such transactions in
1962 might be on a smaller scale than in 1961. Exports of capital as
part of development aid will, on' the other hand, probably be stepped up.

ECONOMIC POLICY

79.  In 1961 the member countries of the Community endeavoured
to advance further towards the economic and political aims set out in
Articles 2 and 104 of the Treaty of Rome and especially to do so by
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means of a closer co-ordination of their economic policy. Although they
were - successful _on the whole, certain countries found it difficult to
achieve some of these aims, falling short of the objective of price
stability in particular.

Considerable growth was recorded in the economic activity of
the Community as a whole; in 1961 the Community ‘gro'ss “national”
product rose by about 5.5% in real terms. This was less than in the
previous year, but it should not be forgotten that the cause was not any
lack of dynamism, but to a large extent the scarcity of the factors of
prodﬁction. In the Netherlands the relatively slight increase in the
gross national product (2.5%) is particularly attributable to labour
shortage and the reduction of the working week. -

In B.L.EU., whose economy is engaged to a very large extent
in foreign trade, the slowdown in exports to countries outside the Com-
munity made itself more keenly felt than in the other member countries,
so that the gross national product in Belgium and the Grand Duchy of
~ Luxembourg rose by only 3.5% In France, West Germany and Italy,
on the other hand, expansion was again very marked and the gross
national product in these countries went up by between 4.5% and 5%,
5.3% and 7.5% respectively.

Moreover the economic growth and the increase in the share of
private consumption in total expenditure in 1961 fostered an appreciable
rise in consumption by private households, As in the previous year this
rose by 6% in terms of volume, while per capita consumption went up
by about 5%. The cost of living, measured in goods and services, rose
considerably, while at the same time there was a further fall in”the
number of hours actually worked -in some Community countnes

Nearly all member countries managed to attam full employment
and West Germany and the Netherlands even experienced overemploy-
ment once more, as in the previous year. The labour market in France,
where a high level of employment was reached as early as 1960, began
to-show marked signs of strain. Unemployment fell appreciably in
Belgium which now has almost full employment, and in Italy which still
has large reserves of .manpower, and of unskilled labour in particular,
in the southern regions.
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After remaining more or less stable in 1960 prices rose in the
Community as a whole, although to a varying extent from countty to
country. However the rises can partly be put down to the trend in
agricultural prices. In the second half of 1961 these suffered as a result
of indifferent hatrvests in all the countries with the exception of Italy.

Although the rise in prices had unfavourable effects from the
point of view of the domestic economy, higher costs, on the other hand,
tended to bring down the surpluses on the balance of current trans-
actions, particularly in Federal Germany and the Netherlands.

The balance of payments took.a turn for the better in, 1961.
Although the surplus recorded on the balance of current payments in
1960 fell by only a little, the balance of capital transactions was much
less than in the previous year. Consequently the gold and foreign
exchange reserves held by the monetary authorities in the Member
States rose by only 1200000 million dollars in 1961 as against
3 300 000 million dollars in 1960. At the same time there-was on balance
a slight fall in the net foreign assets of banks as compared with an
appreciable increase in 1960.

The favourable economic trend undoubtedly made it easier to
attain certain of the Treaty’s objectives, but at the same time it also
caused some difficulties, particularly as regards payments, balances of
prices and employment.

80.  The economic policy. measures taken in 1961 to cope with these
difficulties were, of course, mainly adopted on the initiative of the
Member States, but the actual principles of this policy were frequently
discussed at meetings of the relevant bodies of the Commission, particu-
larly the Monetary Committee and the Economic Policy Committee. In
some cases the Commission recommended action on a Community basis
which was then carried out by the countries corfcerned.

With production capacity limited and labour in short supply,the
expansion of demand, particularly in the first six months, engendered a
strain on the domestic markets of several countries, especially West
Germany and the Netherlands,
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The reva[uatxon of the’ mark and-the guilder helped to ease this
strain and to curb rising pnces while making it easier to reduce the
current payments surplus. '

. Despite these measures the strain on thelabour market in these’

countries hardly easéd while in other Community countries, such as
France and the Grand Duchy of Luxembourg, it evéh became more
intepse. It therefore proved necessary to stimulate migration of labour
within the Community on a greater scale and ‘to speed up vocational

training. This was done. largely on the basis of recommendations made

by the Commission. Fresh efforts were therefore made from two quar-
“ters to strengthen movements of Iabour The entry into force on 1 Sep-
tember 1961 of Regulation No.- 15 and of the Directive on the free
movement of workers now make it possible to study these problems
'from a' Commumty point of view. ( )

-In the Commission'’s. opmlon as expressed on severaI occas10ns
‘steps to curb the expansion of internal demand would not have been
wise, despite the contintied existence of economic strain, since they
would have swollen the Community’s balance-of- payments surplus—
already considerable in 1960—with consequent adverse effect on intet-
national liquidity. In general the Member States’ monetary pollcy did
not- deviate very far from this line.

With the e\(ceptmn of Belgium, where the trend in the balance
of payments in the first half of 1961 caused the authorities to maintain
rather high-interest rates (these were lowered towards the end of the
year and at the beginning of 1962) the Community countries followed

a policy of relatively easy credit which helped to counter the inflow of

short-tem capital. - The Member States’ budgets, on the other hand, had

by and large a more restrictive effect on the flow ‘of income than in"

1960, since the budget balances rose mainly as a result of the increase
in fiscal revenue stemming from greater economic activity. However,
"income was not affected on a scale large enough to slow down the
expansion of demand to any great extent.

. ;
(1) See also further detaxls on the free movement of persons, services and capltal
(sec 27 to 45) and on social policy (sec 142 to 155).

i
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Rather than adopt a policy to curb demand, the Member States
sought to encourage the expansion of supply, chiefly by using the
above-mentioned measures with regard to employment. A similar effect
. was obtained through the measures pursuant to the decisions to speed
up implementation of the Treaty of Rome, in particular those which
took effect on 1 January 1961: the reductions in customs duties between
the member countries and the approximation towards the common
customs tariff reduced by 20%. In April and September 1961 Krance
supplemented these measures by introducing before the due date
reductions in customs duties to be set against the reductions between
the Member States on 1 January 1962.

81. The prospects sketched in this report reveal certain problems
arising from the present economic situation and from the developments
expected in the rest of 1962.

These problems are:

i) A tendency for demand to lose momentum in some countries
and some branches of industry;

ii) Combined with the above, a continued shortage of labour
—especially of skilled manpower—which may incline to diminish in
some countries, but become more significant or acute in others;

iii) An almost general, though not evenly spread, tendency to-
wards higher prices;

iv) A continuation of the tendency towards balance-of-payments
surpluses.

82. The slower expansion of overall demand in most Member States
undoubtedly has, when the drop is not excessive, certain favourable
aspects in some of them. This is particularly evident in those countries
where the pressure on prices is in the last resort due to high balance-of-
payments 'surpluses and the resultant over-encouragement of investment
in this last few years. The pressure on costs already visible in some
countries in 1961, and which is likely to continue in 1962 is in greater
or lesser degree a direct consequence of this development. If in these
countries external trade surpluses and the expansion of internal demand
both show a tendency to decline, as they do particulatly in West Ger-
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many, this is to be welcomed from the point of view both of the inter-
natidonal balance- of—payments situation and of the domestic economic
situation. ’

With the usual time lags the quieter strain, and continued: ex-
pansion in the other Member States, will work for a better harmoniza-
tion of the level of business activity throughout the Community.

Great care should however be taken that the éxpansion of invest-
ment does not slow down too much or even come to a halt, Otherwise,
and in particular if such a combination of circumstances were to prevail
in one or more major countries of the Community, important economic
stimuli- would be lost, not only for other countries of the Community,
but-also for the non-member countries; the main reasons for this would
be that in such a case the Community's imports would not rise énough
and that with productive capacity not fully used to supply domestic
needs, there might be renewed emphams‘on exports.

It is therefore not possible to counteract labour shortages and
excessive increases in incomes and prices by general measures of restraint
in the financial and credit fields; these measures would moreover have
a direct and undesirable effect on the balance of payments. This does
not exclude prudent guidance, or even the imposition of restraints in -
individual sectors such as building, but on the whole financial and credit
policy must contribute to an adequate expansion of overall demand or.
create favourable conditions for such expansion. ‘It can be said that
current trends in the cash position of the public authorities, future
developments in this field, as far as they can be deduced from the bud-
gets for 1962, as well as the monetary and credit policy pursued by the
monetary authorities of the Member States are in general fuIIy consis.
tent with these requirements.

Should it in the course of the year appear that in one or other of
“the Member States the cash position of the public authorities does after
all have unduly restrictive effects—perhaps because of delay in executing
public mvestment programmes-—the appropriate corrective measures
would have to be-taken in good time.

83. As to th¢ Iabour market the outlook for the various member
countries keeping in mind the trend towards a bétter balance in the
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levels of business activity points to a slight easing of the manpower
situation in West Germany and the Netherlands. On the other hand,
the situation may well tend to become more acute in France and also in
Italy, though here perhaps the shortage may be largely confined to
skilled workers. Despite the tendency for the shortages of labour to
level out, it is evident that they are still a fairly general problem, by
which the northern areas of the Community will continue to be the
most affected. It should be countered by a further increase in internal
migration and especially by a considerably broader and more active
development of vocational training. (*) Obviously measures to increase
the availability of labour also tend to check the rise in prices, which in
present conditions is in part due to the persistent rise in unit costs and
to the fact that firms are endeavouring to keep up their profit margins
as much as possible.

Under present circumstances, the problems of wages policy can-
not be left out of any discussion on economic policy. Any wage increase
which appreciably exceeded the concurrent rise in productivity could
set in train developments which may not only cause prices to rise, but
may have a generally depressing effect on economic activity—the results
will depend on the reactions of employers and developments on the
capital markets. Rising prices may lead to a reduction of real demand,
and where price increases are ruled out by stiffer competition, especially
from foreign competitors, there will be direct pressure on profit margins.

84. It is true that in the boom of 1959 and 1960 profits rose
appreciably and that in industry at least wages for a time lagged behind.
Another aspect of this development was the higher ratio of investment
to consumption in the Community; this in turn has been a decisive
factor in the vigorous economic expansion of recent years. It was con-
sistent with the ratio between the increase of productivity and increases
in wages that self-financing should have accounted for a considerable
part of the rapidly rising investments.

85. It is, however, possible that businessmen, many of whom have
throughout the period of post-war reconstruction been used to ample

(1) See Chap. III, sec. 152.
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facilities for self-financifg, might in time react to ahy narrowing of the

- profit margin on sales by slowing down the expansion of their invest-
ments or even by making actual reductions. There is a chance of this.
happening even if profits do not fall in absolute terms but rise more
slowly than before and more slowly than wages.

The threat of an excessive squeeze on the growth of investment
will be particularly serious if the outlook abroad is assessed with less
optimism because of the economic trends prevailing throughout the world
and of changes in the sphere of costs, if the expansion' of capacity is
felt to have been perhaps too rapid after all and if competition from
abroad increases appreciably. Of course businessmen may even so be
ready, despite the more limited possibilities for self-financing, to go
ahead with investments that have been put in hand or decided on, using
more borrowed funds both in absolute terms, and in relation to the
degree of self-financing. An example of this is to be found in the
figures from the Federal Republic’s national accounts for 1961, which
_show that despite the increased share of wages in the national income,
there was a considerable growth of .investment by enterprises in which
the amounts of borrowed money rose considerably in both absolute and
relative terms. At the same time a perceptlble reduction of the propen-
sity to invest is reflectéd in the volume of domestic orders received by
firms manufacturing capital goods and in the number of permits issued
for industrial and commerc1al building.

The mformatlon available in the other countries is less complete,
but there ate signs that similar, if in some cases less pronounced tenden-
cies might be developmg in some of them.

“Whether busmessmen lel desplte reductions or the threat of
reductions in their profit margins, continue to plan for increased invest-
ment must, of course, depend on the conditions and the oultook on the
capital market. These are not everywhere particularly favourable: .In
many cases the banking system has ample funds at its disposal and the
'prospects of obtammg short-term or medium-term advances are not at
all bad. But as an alternative to the use of one's own money this form
of credit leaves much to be desired. What- managements will prefer is
cheap, long-term capital, in other words genuine savings. The present
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outlook scarcely suggests that the supply of such capital will increase
enough for managements to maintain an appreciable expansion of
investment by using borrowed funds of this sort. In fact it is perfectly
possible that certain strains may develop on the long-term capital mart-
kets. In countries such as Germany, where interest rates on the capital
market ate for “structural” reasons relatively high—one of the reasons
being the methods used to finance part of the residential building done
—this gives rise to difficulties which are far from negligible.

It may be possible to deal satisfactorily with these problems if
workers are ready to increase their present level of savings by adding
that part of any wage increase which exceeds the concurrent rise in
productivity and diverting the money to the capital market, and if at
the same time managements are ready to accept the ensuing (relative)
reduction in the growth of their own wealth in favour of the growing
wealth of the workers without making large-scale reductions in the
expansion of their investments. It could then be argued that the wage
increases concerned were neither detrimental nor beneficial to economic
growth. There would probably be occasions where they would be
thoroughly welcome from the angle of greater‘ justice in the distribu-
tion of wealth.

Faced with such a ttend, it might seem advisable to encourage
saving by workers through state action in the form of tax reliefs or
savings bonuses. Such action is advisable not only in order to obtain
better distribution and higher levels of investment, but also for reasons
of price policy—in view of the expansion of total incomes and the
possible trends in prices to the consumer. In view, however, of the
savings habits of workers and of obstacles which in certain countries
prevent the capital markets from absorbing rapidly enough the increase
in workers' savings, it is likely that the results obtained would be
limited.

It will take some time before these conditions—readiness of
managements to use a larger proportion of borrowed capital and of
workers to increase their savings—are sufficiently realized. Correspond-
ingly it will during this time be advisable to recommend a certain degree
of moderation in wage increases; this would restore the balance between
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increases in pay and the rise in productivity, and so assist in maintaining
adequate growth both in investment and in the national product as well
as reasonable developments in' the pricé field. It will seem preferable
to have a comparatively rapid economic expansion combined with a
reasonable stability of prices rather than stagnation or even recession,
coupled with either underemployment of the factors of production or
a period of comparatively rapid price rises, or both; this would seem to
be true even if the distribution of wealth were not as satisfactory as
one could wish. Care should of course be taken to see that the restraint
exercised by wage-earners is also observed as regards the income of
other social groups. It is especially to be desired that. increased expen-
diture on consumption out of revenue from business and property should
be kept strictly within bounds- 50 that the share of profits ploughed
back into business, and other forms of saving, would benefit and that
such increased expenditure would thus foster investment.

Nor is it .possible entirely to ignore the limits placed on price
increases by the need to be internationally competitive. The margin
offered by the surpluses in the balance of payments is still considerable,
but it is already showing distinct signs of shrink—ihg. Anything which
reversed the present situation would quickly be followed by a contrac-
tion in the economic growth of the Community. ’

It is, however, hardly possible to confine co-operation in wage
matters entirely to questions of pure wage policy. In view of the intet-
depence of economic phenomena such an attempt would be meaning-
less. There might therefore be meetings between both sides of industry
and the Government, as is already the practice in the Netherlands and
as is being attempted in France; at these meetings the range of possibi-
lities and the decisions to be made in the whole field of income policy
and growth policy is defined and discussed in relation to. the national
accounts and to relevant material concerning the economic outlook and
- the policy envisaged by, the Government. Such meetings might produce

agreement on a line for wages whxch in the circumstances of today,
might be reasonable for all concerned and for the economy in general;
this would be a line which succeeded in preventing excessive price rises
without hampering. economic growth.
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86.  Of course the tendency for price levels to move slightly upward
is not exclusively due to the fact that wages have been rising faster than
productivity; in part it stems from decisions taken by Governments or
patliaments in such fields as agriculture, adjustment of controlled rents
and public services, in particular transport rates.

Action can and should be taken to counter rises in the level of
prices by increasing the supply of imported goods. Advantage should
be taken of any, chance to increase imports from other member countries.
For the Community as a whole this will certainly not be detrimental to
business activity, and in particular markets it can eliminate tendencies
for prices to rise. In this connection attention should be drawn to the
impact on prices of the speed-up in the general removal of barriers to
trade within the Community, and to the possibility of individual coun-
tries deciding in their own interest to take “advance action” on a s/ub-
stantial scale.

In addition, it seems advisable to continue and intensify the
liberal policy for imports from non-member countries. This seems to
be not only feasible but even desirable from the angle of the balance of
payments too, where the outlook suggests a continued high level of
Government transfers of capital abroad. The slower increase in the
total official gold and foreign currency reserves of the Member States
which occurred from 1960 to 1961 was largely due to special Govern-,
ment payments, such as advance debt repayments or the credit granted
to Great Britain through the International Monetary Fund. If Govern-
ment transfers of capital abroad were in 1962 to be considerably lower
than in 1961, reserves might rise again, despite the small decline that
is likely to occur in the Community’s surplus on current account.

There is no conflict between these suggestions for more active
encouragement of savings by workers and the line along which it is
hoped the balance of payments will develop. Clearly, it is only a
matter of a changing share in the formation of monetary wealth, such
a policy supporting on the whole the expansion of investment demand
and thereby of economic activity in the Community.

The new stage which the Community has entered in its advance
towards economic integration implies that further progress in various
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' ﬁelds covered by the Treaty of Ronfe must go hand in hand w1th closer~ -
co-ordination of economic policies. ' :

87.  In this respect the pnmary need is for furher progress in the'
work of analyzing economic developments especially the prompt pubhca-

tion of complete and comparable statistics, including the national

accounts ex post. In these matters action should be taken to hasten

the establishment of closer and more effective co‘operation between the
appropriate departments of the Commission on the one hand, in particu- |
lar the Statistical Office of the Communities, and the authormes in the\
" member countrxes on the other.

In collaboratjon with the appropriate authorities and institutions
in the Member States the Commission has already made considerable
_progress in the analysis and forecasting of economic developments by
means of business trend surveys: a joint survey has been introduced,
which puts five questions every month, with an additional question once
2 quarter. The use of the EEC trend survey has been formally agreed
or accepted in principle by five Member States.

It has been in operation in the Federal Republic of Germany and -
in Ttaly since the beginning of 1962. France, where certain technical
factors are holding up “the arrangements somewhat, will follow suit
in the spring,” when it should be possible to introduce the sutvey in
Belgium also. In Luxembourg, however, the survey will be breaking
entirely new ground, whereas in the other member countries it can be
‘grafted into existing practice. Only in the'Netherlands has’it not yet
been p0551b1e to secure the co- operatxon of the appropriaté services.

Clearly such trend surveys carried out from a common stand-
point and .in .a, comparable manner, are extremely useful; not only do
they improve the quality of this form of analysis in the Commumty, but
they also help the participating firms themselves, which in return for
the information they supply, obtain figures covering their branch of -
industry in each participating Member State and in the Community as
a whole. This usefulness will increase when in the course of time the
questionnaire is expanded and subdivisions are’ made, reférring to’
- particular products. The results of the survey will be published by the
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Commission in due course, after they have been operating for a while
and some experience has been gained—and subsequently at regular
intervals in summarized form.

88,  Further considerable progress is also in sight in the co-ordination
of economic policies. Early in 1962 the Commission proposed that the
practice of preparing each year a general economic forecast, already
adopted by the Governments of some Member States, should be extended
to all Community countries in the form of detailed estimates covering
all parts of the economy. The Economic Policy Committee welcomed
and supported the proposals made by the Commission. There has
already been a meeting of experts to discuss the technical problems
involved and agreement has been reached on a framework for the fore-
casts to be made by each country. Although further efforts are required
before the results are really comparable—progress here depends largely
on the success in the endeavours to harmonize statistics ex post—it will.
probably be possible to have such general economic forecasts for 1963,
covering each of the member countries, available by about the end of
1962. Later, preliminary estimates for the most important sectors are
to be prepared each April for the subsequent year. The general
economic forecasts are to be brought up to date every six months.

These general forecasts will contain not merely estimates in the
form of figures, but also comments on existing policy in connection
with the estimates, or on any plans or possibilities for policy in this
connection. They are therefore more than just a valuable means of
improving the analysis and prediction of economic developments; they
will facilitate the domestic co-ordination of economic policy in the
individual Member States and make it easier for them to co-ordinate the
joint action to be taken in the economic field. Obviously the confronta-
tion of general economic forecasts of this sort will make it easier to see
what practical effects will be produced in the other countries of the
Community, in the Community as a whole and in non-member countries
by the economic developments occurring in each of the Member States
and by the economic policy ‘it pursues; it will also make it easier
for the Member States to align their policies more and more closely on a
common policy. At a later stage the preparation of harmonized fore-
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casts will make it possible to draw up forecasts for the whole Community,
and these in turn can supply the technical basis for a more effective
co-ordination between the Community and the major non-member
countries. .

Unlike the general results of business trend surveys, the general
economic forecasts are not, for the present at’least, to be published.

89. It is becoming more urgent to devise, develop and install
machinery for influencing economic developments as further progress is
made in other sectors of economic integration and common policy, for
which the Treaty generally provides in more concrete and more man-
datory terms. The Monetary Committee and the Economic Policy
" Committee have for some time been studymn the weapons available in
the field of liquidity and credit policy, and; at the Commission’s request,
the policy that could be followed in the event of a recession. The
- Economic Policy Committee is also dealing with the problem of price
increases and the means by which undesirable trends towards higher
prices could and should be countered.

All these studies are important from the point of view of the
present economic situation and for further developments in 1962. In
this context a few remarks on anti-recession policy may be called for.
As the outlook for 1962 given in this report shows, the Community has,
it is true, to expect some little decline in expansion, which may be
rather more marked in some member countries than in others; but the
conditions which are typical of the present situation and will, probably,
remain typical of 1962 as a whole, are such that action should be taken
to prepare for all eventualities. It should be noted that “eventualities”
does not ‘necessarily mean recessional trends only, but may include
protracted stagnation or a much too sluggish economic expansion, lead-
ing to regrettable underemployment of the factors of production.

. Not all these studies have yet been completed by the Committees
referred to. Nevertheless the knowledge gained so far of the weapons
available to carry out economic policy, the conditions in which they can
be used, and their importance for a common policy has already begun
to bear frult Several Member States have found it necessary to extend
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or improve the weapons at their disposal, and on the basis of the
information already available the Commission is in a position to suggest
further appropriate measures.

]
90. The Parliament held several debates on the economic situation
of the Community and economic policy.

At its session from 26 to 29 June 1961 it formulated a resolution
inviting the Council, the European Commission and the Governments
of the Member States to bring about as soon as possible the conditions
necessary for an effective co-ordination of economic policy and requested
the Commission to submit a report stating how far the recommendations
contained in the resolution of 17 May 1960 (*) on the economic, regional
and structural aspects of the Community’s long-term policy had been
taken into account.

~~ As its session from 20 to 22 February the Pacliament held an
important debate on.the economic situation of the Community in 1961
and the outlook for 1962 following a statement by the Commission on
this subject at’ the previous session from 22 to 25 January 1962. It
adopted a resolution on the Commission’s statement inviting the Com-
mission to submit a report to it on the consequences for EEC of the
economic expansion envisaged by the OECD (*) and looks to the
Commission to study from the angle of co-ordinating national economic
policies, wage policies in the Member States, the demand for investment
goods and the effects of oligopolistic markets in order to work out any
necessary re-orientation of wages and price policy. The Parliament
recalls its frequent requests that forecasts on economic developments
be improved and standardized in form by Community services established
for this purpose and that a long-term economic policy be worked out
for EEC. It asks the Commission to note that any active regional policy
- pursued by the Community must cover agriculture as well as industry
and contribute towards remedying the shortage of manpower. Finally,
it stresses that in its economic policy the EEC has a certain respon-
sibility with regard to economic progress in the developing countries.

(1) Fourth General Report, sec. 218.
(2) See below, Chap. V, sec. 214.
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' Development policy

STUDY OF STRUCTURES "AND LONG-TERM ECONOMIC PROJECTIONS

-91. In order to acquire the information necessary for a harmonious.
development policy on the structural and regional planes the European
Commlssxon has made various studies covering long-term economic
. projections and the problems of the different sectors of economrc
activity: o -

The ‘primary need .of the various specializéd services preparing
a.common agricultural policy, studying manpower problems or framing
a co-ordinated energy policy is for reasonable forecasts of growth ir all
six Community countries over the next ten yeats. ~Speaking more
generally it lies with the Commission to study the problems that the
gradual implementation of the Common Market may set for firms and .
for the framers of economic policy. The nature and importance of these
problems are dlrectly bound up. w1th the Community’s- future rate of
expansion. : T

- Hence the European Commrssron has therefore with the aid of -
mdependent experts, been studying general forecasts of expansron In
an initial phase the experts put forward figures for their respective
countries-based ‘on estimates of the trend in thé Jabour force and pro-
ductivity. These figures were then collated to obtain growth ‘forecasts
for the Community as a whole. As the work stands at present these
forecasts™indicate that the gross national product in the Community will
rise over the 1960-1970 penod by between 53 and 60% according. to
the initial premises accepted. -

Structural policy should be based not only on reliable forecasts
of future expansion but also of a more accurate assessment. of trade
- between the productive sectors. The European Commission has
endeavoured to have the methods used in' the Community more com- -
"pletely standardized for analyzing trade between - industries. It has also
. decided to: draw up tables at the structure of sales and purchases in
some sixty industries.
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All this work must now be geared to the overall 50% expansion
target for 1960 to 1970 which the first Council of Ministers of OECD
dec1ded to set for the member countries of that Organlzahon ®

The European Commission, whose studies are already being used
in apportioning the OECD target over the different countries will pay
close attention to the implementation of the Ministers’ resolution by the
various OECD institutions.

' In addition the studies of the sectors of industrial activity have
been carried out in accordance with the method described in the previous
General Report. The internal study groups set up to prepare mono-
graphs of these sectors and to study the specific problems of the
different industries have made considerable progress.

ENERGY POLICY

92. The European Commission’s work on energy matters has pro-
ceeded on two different lines. In the first place the Commission is
going ahead with the gradual implementation of the common market
for crude petroleum and petroleum products, in accordance with the
provisions of the Treaty.. Secondly, in co-operation with the Executives
of the ECSC and Euratom, it is seeking to define the aims of the common
energy policy which in the long run is to replace the policies now
followed by the various governments.

Implementation of the common market in petroleum

93.. In 1961 the Commission continued its appointed tasks in the
petroleum field, where it aims at securing the free movement of crude
petroleum and petroleum products within the Community.

Here its work assumed several forms.

A first obstacle to free movement is the existence in France
of a system of importing petroleum which empowers the Government
to supervise the way petroleum concerns arrange their supplies and '

(1) See Chap. V, sec. 209.
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sales. Whether this system should be considered a monopoly in the
sense of Article 37 of the Treaty or not—the question still has to be
finally settled from the legal point of view—TFrance is required progres-
sively to open its frontiers to' products refined in the other Member
‘States so that at the end of the transition period all obstacles to the
movement of petroleum products will have been removed. French imports V
went up from 300 000 metric tons in 1958 to 900 000 tons in 1960 follow-
ing the opening of a global quota available without discrimination to all
Member States. This quota was not widened in 1960 or 1961; the
Commission therefore addressed a recommendation to the French govern-
ment that it increase import quotas for petroleum products and enable
advantage to be taken of the fresh opportunities this would bring by
stepping up the quantities that importers are allowed to place on the

domestic market. .

. Another problem concetns the elimination of - restrictions on
the freedom of establishment. It was decided at the negotiations on
this subject in 1961 to classify refining and distribution with the sectors
due for liberalization before the end of the second year of the second
stage. Liberalization of prospecting and drilling. is set for the second

" year of the third stage.

|

The Treaty also provides for gradual harmonization of com-
mercial policies. Imports ‘of petroleum from the Soviet Union are the
special problem here. In 1961 they amounted to 10.3 million metric
tons for the Community as a whole and represented 7.2 % of available
resources. In 1960 the Member States had imported 8.1 million tons—
6.5 % of available resources. At présent such imports are subject to
quotas in five countries while remaining free of such restrictions in
the sixth and this leaves a loophole for the diversion of trade which,
if it should develop, could lead to the application of safeguard measures

- and the isolation of the markets. The European Commission has sought .

to remedy this state of affairs, with due regard to the legitimate inte-
rests of the various countries. A first result was obtained in the frame-
work of the general agreement reached in the Council on 25 July 1961.
This provided for consultation prior to the conclusmn of any trade
agreement with non-member countries.
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94.  Another question which arose on the subject of petroleum was
whether the rapid construction of refineries and pipelines in the Com-
munity would not be liable to step up production capacity beyond
market requirements. In agreement with the Government the Commis-
sion set up a system for exchanging information on investment in the
petroleum industry and this is now a regular service. The aim is not
to supervise investment at Community level but solely to keep each
Member State abreast of the projects of the other States.

With the same pﬁrpose of fostering the unification of Member
States economic policies by better exchange of information, the Com-
mission, with the aid of petroleum experts from the six Governments,
set about tabulating the legislative and administrative provisions and
every kind of practice used by the States to organize or supervise the
market for. petroleum products. The results of this enquiry will become
available in the course of 1962.

The general lines of the common energy policy

95. Besides its work on the petroleum market the Commission, in
co-operation with the High Authority of ECSC and the Commission
of Euratom, has continued to examine, in the Inter-Executive Working
Party on Energy, the problems raised by the co- ordmatlon of energy
policies (*). '

In January 1961 the Working Party submitted to the special
Council of Ministers of ECSC a programme of action on the general
lines suggested in the “Interim Memorandum” of May 1960 (*). This
programme consists of a first series of measures. for co-ordinating
national policies and a safeguarding agreement laying down the im-
mediate steps to be taken should the coal crisis become worse. In
1961 there were bilateral talks on this programme between the adminis-
trations of the Member States and representatives of the Inter-Executive
Working Party.

(1) See also Chap. VI, sec. 275.
(2) See Fourth General Report, sec. 257.
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-Following these talks, the Working Party. in October 1961
submitted a preliminary scheme to the special Council of Ministets

" of ECSC for the co- ordmatron of pohcres on_ coal imports from non- g

+

member countries. . ’

The Working Party also contmued studyrng the problems raised
by the harmonization of the ‘rules governing -competition between coal

and petroleum. It was. suggested in patticular that the arrangements

for applying the provisions of the ECSC Treaty on coal schedules should
be made more flexible by authorizing the alignment of coal ptices on -

~those of petroleum products in competrtlon wrth them. At the same .

~of prices ruling in the petroleum market.

time public information' machinery would ‘be set up to supply detarls

- . ’ : . - . Lo L )
96. . The European and Euratorn Commiésions jointly consulted the -

Economxc and Social Committee on this programme In an opinion
delivered on 15 December 1961 the Committee approved the broad .
lines: of the proposals, and supported the Executlves efforts to co- '

. ordinate national energy policies.

In an important debate on the co- ordmatlon of energy policies
in the Community at its sessions of 22.to 25 January and 20 to
22 February 1962, the Parliament expressed its desire that the Member
States would soon work out concrete measures in this field. The

Parliament adopted a resolution -in- which it notes that the objectives

and principles for 2 common energy policy are low-cost: and- reliable

supplies,- a smooth and gradual process of substitution, -Iong-term

stability of supplies, free choice for consumers .and the unity of the - .
‘common’_fmarket. ‘In order to arrive .at this result 1t ‘calls for the ratio

of Commumty energy to the necessary imports to be carefully deter-
mined. The Resolution also stresses the need for normalization of

_ competition amongst the different forms of energy and recommends | -

that the Govemments and the Commumty expedite the establishment
of a common commercial policy in the energy sector. While recognizing
that for geological reasons, and because of the social burdens weighing
upon the European collieries, many of these may not be able to become

. competitive, it requests that the question be studied of a Community

coal subsidy paid out of the Community’s public funds. Such a subsidy - |

v
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ought to cover the costs of the rationalization needed to reach the
desired state of competitiveness and the costs of retraining and
resettling workers. The Resolution also calls for imports of petroleum
products to be brought within the ambit of the commercial policy of
the Treaty of Rome and urges the Institutions of the Community to
bring about a common market in the energy sector, whilst bearing in
mind the results of.such an action on the social situation (stability,
recruiting and manpower). Finally, it considers that the advisability
of maintaining the measures recommended in the Resolution should
be periodically reviewed on the basis of Article 118 of the Treaty.

97. A new milestone on the road to the co-ordination of energy
policies was reached at an “informal” meeting of the Ministers of the
six Community countries in Rome on 5 April 1962. The Ministers
discussed the current situation on the energy market at length and
reviewed the general principles that should guide the Community
energy policy in the future. At the end of their discussions the Ministers
entrusted the three European Executives with the task of presenting,
in two months’ time, a detailed study of these problems in the light
of the discussions at this meeting.

98. Acting on these instructions, the European Commission prepared
certain proposals with special reference to the petroleum sector, on
the 'basis of a detailed analysis of the current state of the market.

The Commission for its part fully backs the long-term objectives
for a- common energy policy defined by the Economic and Social
Committee and the Parliament, i.e. such a policy should ensure that
energy is provided as cheaply as possible, while at the same time
ensuring the minimum conditions necessary for uninterrupted Supplies.

The Community is an area where energy is relatively expensive.
Coal—the orly fuel which it possesses in large quantities—costs three
times as much to produce as coal of equivalent quality in the United
States. It has only small resources of natural gas: the price of the
petroleum, which the European countries could at present obtain on
the world market under conditions more or less similar to those of
the American market is high because of taxation or import restrictions.
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This leads to considerable differences in prices to the user. Hence the
average cost of fuel supplies to thermal power stations in' the United
States and in Europe ate in.a ratio of 1 to 2 while the Ametican
rates for electricity are on average 10 to 30 % cheaper than the
European.  Moreover, the Community has a comparatively low con-
sumption of energy: 2.4 metric tons of coal équivalent annually per head
compared with 7.7 in the United States 4.6 in Great Britain and 3 in’
the USSR.

"~ Up till now the Member States’ policy 'has generally been
to align the lowest energy prices on the highest. This method could
be regarded as normal when coal provided the lion’s share of. supplies
but it becomes less and less warranted as other forms of energy are’
developed. While coal covered 70 % of total. requirements in 1950
its share represented less than 50 % in 1961 and in all probability will
not exceed 35 % in 1970. In the same. period petroleum consumption
- went up from 10 % in 1950 to 30 % in 1961 and will probably approach
50 % in 1970. )

The price of energy is only one e of the factors in the competmon
that European 1ndustrles can offer their rivals in America of elsewhere
but, as with all raw materials, it -is in the Commumtys undoubted
interest to obtain its supplies from the cheapest sources.

_ - The need to brmg down the price of energy to the consumer
should not of course obscure the fact that other considerations play
"a patt in an energy policy: assured supplies, social effects and -economic
and political equilibrium within the Community. But even -if these
factors seem- to require the maintenance of a sizeable coal output it
does look as though this lel have to be achieved by means whlch do
not affect the general pnce leveI

-

99. The Commission’s’ proposals for the implementation of a policy
on' these general lines provide for action by stages to be completed
at the end of the transition period of the Common Market. The. fol-'.
lowing are the principal measures proposed for petroleum: -

1) Free movement of crude petrolenm and petroleum . products
within the Community: Free movement is being implemented and definite’

i
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stages are laid down by the Treaty of Rome for the abolition of customs
duties. As for quantitative restrictions the only important problem still
to be settled is that of the French import system;

i) Abolition of restrictions on imports from non-member countries
other than those of Eastern Europe: Generally speaking imports of crude
petroleum or petroleum products from non-member countries outside
Eastern Europe are free. It is proposed that what restrictions still exist
be abolished by the end of the second stage at the latest fo crude
petroleum and by the end of the transition period for petroleum
products;

iii) Community quotas for imporis from Eastern Europe: The
above-mentioned Council decision of 25 July 1961 provides for consulta-
tion prior to the conclusion of any trade agreements. The next step
should be for the Council to fix each year, on a proposal from the
Commission, a global quota which would be broken down in relation
to current conditions and such new requirements as might emerge;

iv) Determination of the common external tariff for petroleum
products: The common external tariff for refined products (List G) is due
to be introduced very soon on the basis of the Commissions’ proposals,
under Article 20. ) '

v) Consumption taxes: Consumption taxes on petroleum products
for industrial uses should be reduced by stages in order to attain by
the end of the transition period a uniform rate throughout the Com-
munity. This rate should be as low as budgetary considerations allow.
At the same time taxes on motor fuels should also be gradually harmo-
nized at the level chosen for the final period. Total or partial exemption
from these taxes could be provided for products from crude petroleum
of Community origin or for products from other sources the marketing
of which the Community wished to encourage;

vi) Stocking policy: The Member States should adopt common rules
for stockpiling. These would include the fixing of a minimum level
of stocks and joint methods for financing them,;

vii) Rules of competition: It is proposed that a system of a
posteriori publicity of prices charged on' the petroleum market be

/
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put into effect, with simultaneous tela;(at_ion of the rules on the align-
ment of coal _prices. Articles 85 and 86 of the- Treaty require the
Commission to exaimine practices which have as their object or result
the prevention, restriction or dlstornon -of competltxon thhm the
‘Common Market;- ‘

viii) Pesmanent consultation on market trends It is proposed to set
up a standing committee composed of representatwes of the Member
States and the Commission to follow market developments as regards
< both pnce trends and security of supplies;

1x) Consultation on. investments: 1t has already been pomted out
that a system exists for exchanging information on investments for
refining, transport and distribution in the petroleum industry. On the
basis of this information the Commission could make recommendations
to the Governments if it thought there was danger of certain cases
of duplication of work recurrmg

This petroleum policy will have \consequencesv'for the other
forms of energy, particularly coal: These will have to be discussed with
the Executives of the other two Communities so as to formulate general
proposals on the Commumtys energy pohcy, as requested by the
‘Ministers.

REGIONAL POLICY:

100. In 1961 the Commission continued to deal' with /problems of
the harmonious development of economic activity in the Community
as a whole, in particular the question of. raising living standards in the
less favoured areas. i

In this field 1961' saw a Conference on_r'egio'nal economies
organized by the Commission in Brussels from 6 to 8 December 1961.
The Conference, which was dttended by 300 people, heard twenty
papers read by contributors parhcularly quahﬁed in matters of regional
) development. Problems studied included frontier areas, areas in decline,
outlying regions mainly dependent on agriculture and -the various
methods used. to stimulate their de‘velopment..
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The first aim of the Conference was to establish close relations
between those responsible in each country for planning and carrying
out regional policy and to bring out clearly the lessons derived by
each Member State from its own experience. In this connection it
emerged that the means employed to deal with such matters were very
similar from country to country, despite differing backgrounds.

There is a growing tendency for regional policy to form an
integral part of national economic policy, whereas hitherto it had rather
been a sort of corrective measure to offset the centralizing effects of
the policies followed in other fields. Economic policy as a whole
must therefore be considered from the angle of its regional effects.
The conference also stressed the importance of housing, education,
recreational facilities and social life in general in the development
areas.

Another aim of the conference was to throw light on the
Community aspect of regional problems. A glance at an economiic
map of the Community reveals a contrast between the highly developed
central area and the peripheral areas which are generally less advanced.
In order to attain the objective set in the Preamble to the Treaty of
reducing the differences -existing between the various regions, firms
must be offered incentives to move from the centre to the peripheral
areas. There is all the more call for such a policy as technical progress
is gradually eliminating the drawbacks which led to the relative decline
of these areas. Migration of labour to the more developed areas has
been and still is sometimes necessary but wherever industry can move
to the workers, this is the best answer.

Finally, the conference was also intended to help the European
Commission to work out the principles by which it will be guided in
advising the Member States on matters of regional policy. The co-
operation already established between the group of senior officials
responsible for regional policy will be intensified.

101. The study of the regional implications of the common policies
which it is the Commission’s task to propose to the Governments will
be continued. Care must be taken that these common policies foster
more rapid development of the less favoured regions.
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The common agricultural policy is primarily concerned: the
modernization of agricultural structures, which the European Fund
set up by the Commission for this purpose can further, will contribute to
the development of those Community areas whose economy is dommated
by backward agriculture.

An important part will aIso be played by the common transport
.policy, chiefly by influencing the choice of the main arteries of com-
munication. The development and modernization of the networks
serving outlying areas can help to secure more balanced distribution of
economic activity throughout the Community.

Energy policy cannot fail to have important regional repercus-
sions. The growing share of petroleum products in the Community’s
energy supplies makes it possible to surmount the handicap under
which industries in remote areas laboured until recently but it also
raises problems of rationalization and conversion in coal-mining regions.

102. The Commission has decided to undertake studies with a view
to implementing concrete schemes in certain regions of the Community.

A series of studies will first be made on the creation of a
“pole” of development in Southern Italy. These studies should make
it possible to select a group of industries with which a definite start
could be made on developing the area in question. Two other studies
will deal with possible co-operation between the North of Lorraine and
the South of Belgian Luxembourg and the development of the Eifel-
Hunsriick area. Other studies could be put in hand if the necessary
finance is forthcoming.

" The Commission’s staff, wi}th'the help of experts from the
Member States, have produced a paper on “Regional delimitation in
the EEC” which should provide a framework for the analysis of regional
problems, the study of the Member States’ regional policies and their
co-ordination at Community level. This document lists some 31 “large
socio-economic areas” which go to make up a set of complementary
activities. and administrative centres. The regional delimitation made
in this way—a compromise between economic requirements and adminis-
trative factors—provides a setting for research which the Commission’s
staff intend to improve as they go along. .
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The Commission has given its opinion on the applications for
financing submitted to the European Investment Bank; when formu-
lating these opinions it took into account its obligation under Article 130
of the Treaty to devote special attention to projects for developing less
developed regions and for the modernization or conversion of enter-
prises called for by the progressive establishment of the Common
Market.

The joint Working Party on the industrial reconversion of
mining areas which includes members from EEC, ECSC and the European
Investment Bank met several times to study schemes for financing
industrial concerns in certain coalfields.

THE ACTIVITIES OF THE EUROPEAN INVESTMENT BANK (%)

103. In 1961 the European Investment Bank continued to pay special
attention to schemes for developing the less advanced regions or for
reconverting declining areas. Its Board of Directors approved ten
financing operations for a total amount of 66.2 million units of account.

Four loans, for a total of 24.4 million units of account, concern
Italy while four others, totalling 12 million, were granted to French
projects. One project for 25 million was financed in Germany and
one for 4.8 million in Belgium. '

From its foundation till the end of 1961 the European Invest-
ment Bank has granted finance to the tune of 160.2 million units of
account. This corresponds to investments for over 1000 million units
of account.

The common agricultural policy

THE COUNCIL'S DECISIONS ON THE COMMON AGRICULTURAL POLICY

104. On 14 January 1962 the Council adopted 2 number of regulations,
decisions and resolutions which open the way for the effective applica-
k

(1) See the Annual Report of the European Investment Bank for further details.
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tion of the common agricultural policy provided for under Article 43
of the EEC Treaty. These texts were approved in the four Community .
languages by the dec151on of 4 April 1962.

The measures concerned are, on the one hand, arrangements with
direct hearing on common agricultural policy (these are by far the
most important) and on the other, decisions more especially affecting
questions of agricultural trade within the Community and competition.
The first group includes six regulations on the gradual introduction of
a common market organization for individual products or. groups of

products and a regulation of general application on Community -

financing:
i) Regulation on cereals;
ii) Regulation on pigmeat;
iii) Regulation on poultry;
| iv) Regulatlon on eggs; . . -
v) Regulatlon on fruit and vegetables;

vi) Regulation on wine-growing together with a decision on
wine quotas for Gérmany, France and Ttaly; ' -

'vii) Regulation on the financing of the common agricultural
pohcy, at present apphcable to cereaIs pigmeat, poultry and eggs;

viii) Regulation on rules of competition pursuant to Article 42.

In addition, two resolutions were adopted:

i) Resolution on dairy produce;.

ii} Resolution on -beef and s'uga'i'\."

These lay down the time.limits within the European Commission
is asked to transmit the draft regulations to the Council and specify
the dates of entry into force (1 November 1962 for- dairy produce
and beef; 1 January 1963 for sugar) and also cestain principles in. the
‘case of cla1ry produce _ / ~

Other de_cxslons were taken which will contribute to the progres-
sive introduction of a common market in farm products:
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i)' A decision under Article 235 concerning goods processed
from agricultural products, and a second decision pursuant thereto listing
products on which an import charge may be imposed under certain
conditions;

ii) A decision under Article 44 (*) on objective criteria for the
establishment of minimum prices.

Preparation of Council decisions

105. With a view to decisions in matter of common agricultural policy,
the European Commission has prepared and transmitted to the Council
a number of draft regulations based on its outline proposals of 30 June
1960, on the Council resolutions of 20 December 1960 and on the
opinions expressed by the Economic and Social Committee and by the
European Parliament. The texts in ‘question are the draft regulations
on cereals and pigmeat forwarded to the Council on 31 May 1961, and
the four draft regulations on eggs, poultry meat, fruit and vegetables
and wine forwarded on 31 July 1961.

The Special Committee for Agriculture set up by the Council
in July 1960 to examine the Commission’s proposals and to prepare
the decisions which the Council is called on to take has met once or
twice monthly during the period under review.

The technical details of the measures proposed by the Commis-
sion have been examined and finalized thanks to the co-operation of
the various groups of government experts convened by the Commission.

As recommended by the Agricultural Conference of the Member
States held at Stresa in July 1958 in purs{lanée of Article 43 (1),
the European Commission has maintained close and continuous co-
operation with organizations of the agricultural and food industries
grouped at Community level. In preparing the regulations on individual
product the Commission regularly consulted experts nominated by the

(1) For details of these decisions see Chap. II “Establishment of the Common
Market”. '
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organizations of producers, agricultural co-operatives, the trade, the
agricultural and food industries and the workers’ unions.

106. The Parliament and the Economic and Social Committee studied
the Commission’s drafts. At its 18th meeting, on 15 December 1961,
the Economic and Social Committee took note of its Agricultural Sec-
tion's report .on the draft regulations on cereals and derived products
which broadly approved these proposals.
A
After debating agricultural questions at its session of 16 to
20 October 1961 the European Parliament formulated the opinions
requested by the Council on the proposed regulations for the introduc-
tion of a system of levies and the gradual establishment of common
market organizations in the cereals, pigmeat,.poultry and eggs sectors.

The opinion on the cereals regulation expresses the Parliament’s
agreement with the Commission’s proposals subject to a few procedural
amendments (these concern the minimum intervention price and the
action of the Guidance and Guarantee Fund).

- The Parliament also rendered its opinion on the proposed re-
gulations concerning pigmeat, poultry and eggs, advocating more solid
guarantees for producers and uniform arrangements for these three
products . The Parliament also proposed certain amendments to restrict
the possibility of reducing levies autonomously. .

At this same session the Parliament rendered an opinion on
the Commission’s revised proposal concerning objective criteria for
fixing minimum prices. It approved this proposal with the addition of
certain provisions to allow for technical progress and the trend of
agricultural incomes.

Some basic primz'plé;

107.  With effect from 1 July 1962 the implementation of the regula-
tions on various products will generalize the free movement of the
latter without quantitative restrictions or measures equivalent in effect.
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The Community system nevertheless takes into account in relation
both the intra-Community trade and trade with non-member countries,
the differing price levels existing for the time being between Member
States and between the Community and non-member countries. For
cereals, pigmeat,‘eggs and poultry, a system of import levies will
therefore replace all national protection measures at frontiers, i.e. customs
duties, quotas, long-term agreements, minimum prices and import
charges. The aim of this system, which is definitive in respect of third .
countries and transitional as between the Member States, is to provide
adequate guarantees for the farming population and effective support
for agricultural markets, while ensuring free movement and reasonable
Pprices. '

So that this new system may not introduce grave disturbance
into the markets of the Member States, the latter will be allowed, when
necessary, to take safeguard measures, for instance by closing their
frontiers. But a Community procedure for the possible revision or
abolition of such measures has been introduced so that resort to the
safeguard clause shall not have an adverse effect on Community intérests.

Although domestic systems of cereal prices are modified in the
direction of a Community .system from 1 July 1962 onwards no
immediate approximation of these prices is planned. For the first
year of application an upper and lower target price limit has been
fixed by the Council in such a way as to avoid widening the existing
gaps. Limits expressed in figures were actually fixed on 4 April 1962.
But in April 1963 the Council will determine, on the basis of criteria
to be submitted by the Commission in September 1963, the prices
valid for the marketing year beginning on 1 July 1963, when prices
will be fixed by the Community for the first time.

108. These decisions are of vital importance: they make possible
the progressive introduction of a common market in the agricultural
sector by using a general framework which is equivalent to basic
legislation. The common agricultural. policy will lead to better develop-
ment of agricultural trade under healthier conditions of competition,
in particular the suppréssion of aids for exports to member countries.
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It will also protect producers in Member States, particularly by means °
of a system of levies on cereals and animal products.

Certain Community arrangements will be submitted for national
market measures. The result will be that, despite the impression of
complexity which they may give, the measures that have been adopted -
by the Council are a simplification in comparison with the complex of
measures in force in each Member State. In fact, no country has ever.
adopted concurrently and as an organic whole such a body of regula-
tions for the national market organizations were created and expanded
as necessity arose and in most cases to meet emergencies.

Thanks to the Council's decisions the agricultural affairs of
the six Member States will from now on be a matter for the Community.
The Community institutions now have before them a vast progtamme
to implement and amplify these decisions, which are an encouraging
indication of the progress made towards the final goals of the Treaty.

- By going beyond the customs ‘union and laying the foundations
of an economic union in the agricultural sector, the Community has
avoided the risk of agriculture lagging behind in the establishment
of the Common Market. . : :

Statutory procedure

for the implementation of the common agricultural policy

109.  The regulations and decisions adopted by the Council, which
will make agricultural policy entirely a Coxﬁmunity matter by the end
of the transition period (71/2 years), transfer wide powers to the
.C'ommunity institutions with effect from 1 July next:

A great p'zi:t of these powers will be vested in the Commission
itself. The Council has the power of decision in thle_ most important
matters. In other cases it may revise decisions Which the Commission
" is entitled to make, It will be possible to make some Council decisions
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by qualified majority once the regulations are in force, and all will be
by majority vote from the beginning of the third stage onwards. The
decisions to be made by the Community institutions may be classed
in three categories:

a) For a certain number of important questions such as the
approximation of prices, the decision lies with the Council acting on
a proposal from the Commission. The voting procedure in the Council
is that laid down in Article 43 of the Treaty, i.e. unanimity during
the second stage and qualified majority thereafter.

b) Implementing decisions of a certain importance (the intra-
Community rebate on wheat, the fixing of quality standards still to
be determined for certain fruits and vegetables etc.) have been left
to the Commission in consultation with a “Management Committee”,
subject to possible review by the Council.

¢) As to implementing measures and certain safeguard clauses
the European Commission has sole powers of decision.

The object of these rules is to prevent the system envisaged
being hampered by excessively rigid voting procedures. This explains
the very great number of decisions entrusted to the Commission, with the
Council retaining the power of revision in a limited number of cases.
With the same object all decisions will be made by majority vote even
before the time when the common agricultural policy has become a
purely Community matter.

110. The functioning of the “Management Committees” mentioned
above calls for some explanation. These Committees are set up for each
of the categories of products coming under different regulations
(cereals, pigmeat, poultry, etc). They are composed of representatives
of the Member States presided over by a representative of the European
Commission. They act by a majority of 12 votes, the votes being
weighted as provided for in Article 148 (2) of the Treaty (France,
Germany, Italy: 4; Belgium, Netherlands: 2; Luxembourg: 1). The
chairman has no vote.
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The Management Committee deals with questions referred to jt
by its chairman, either on his own initiative or at the request of
a Member State. It proceeds in the following manner:

The Commission first submits a draft decision.. The Committee
formulates its opinion. If this accords with the Commission’s decision,
the latter is immediately applicable and is not subject to revision.

If the opinion is at variance with the Commission's decision,
the latter is none the less operative, but it is referred to the Council,
which may amend or annul it within a month by qualified majority .
vote. The Council’s intervention does not mean that the Commission’s
decision is suspended unless the Commission agrees to this course (if,
for instance, the matter is not urgent).

Community financin 4

111, In order to enable the common organization of agricultural

markets to attain its objectives and to fix without delay financial

responsibility for cémmon agricultural policy, at Community level,

certain common rules for financing which do not appear in the regula-

tions on various products are embodied in 2 general regulation applying

to the common agricultural policy as a whole. ~ This regulation
establishes a 'European Agricultural Guidance and Guarantee Fund which

is_part of the budget of the Community.

The first part of the regulatxon defines receipts and expenditures
_at the single market stage. Thus, “revenue from levies charged on
imports from third countries shall be the property of the Community
and shall be appropriated to Community expenditure; the budget
resources of the Community shall comprise such revenue together with
all other revenues decided in accordance with the rules of the Treaty
~ as well as contributions of Member States in accordance with Article 200
of the Treaty”.

As regards expendituré, the Council has decided that the finan- '
cial consequences of the common agricultural policy shall be borne
by the Community, for at the single market stage price systems will
be unified and agricultural policy will be on a community basis.
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In this way the Fund will finance drawbacks on exports to non-
member countries, action for the stabilization of markets and joint
measures to achieve the aims of Article 39 (1a) of the Treaty. It will
not, however, encroach on the activities of the Investment Bank and
" of the European Social Fund.

112. 'The second part is concerned with provisions for the transition
period. Eligible expenditure under the Fund covers:

i) Refunds on exports to non-member countries calculated ac-
cording to the rate of refund of the Member State with lowest average
refund.

ii) Sums spent on the internal home market with the same
aim as such refunds or by virtue of Community regulations.

iii) Action under Community regulations with a view to achieving
‘the objectives of Asticle 39 (1a), including structural changes made
necessary by the development of the Common Market.

In the case of numbers ii) and iii) the Commission will submit
proposals to the Council by 1 October 1962 with a view to determining
which expenditure is to be borne by the Community.

On the basis of a report from the Commission the Council will
teview annually the consequences of Community financing on the
general pattern of production and on the development of outlets in
the case of export refunds and on the common agricultural policy in
the case of intervention on the internal market or of structural
policy measures.

Contributions from the Fund in respect of expendlture for the
organization of agricultural markets have been fixed at one-sixth for
the first year, two-sixths for the second year and three-sixths for the
third year. Structural expenditure will as far as possible constitute
one-third of Community expenditure in favour of markets.

During the first three years the receipts of the Fund will consist
of financial contributions from the Member States, one part being
calculated according to the scale laid down in Article 201 of the Treaty,
and the other proportionately to the net imports of cach Member



FIFTH GENERAL REPORT — 1962 - 149

State from non-member countries. The percentages chosen are such that
“the bulk of the money will come from the scale under Article 200 (1)
of the Treaty with the share of the second scale incteasing as shown

below:
. in %
1962-1963 . | 1963-1964 19641965
h According -to the ‘scale laid 100 90 80
down in Article 200 (1) .| 1 '
Proportionate to net imports | - .10 : 20

On this point the regulation is amplified by a Council declaration
under which it is understood that for the first three years the financial
contribation to the Agricultural Guidance and Guarantee Fund from
each of the Member States ‘may not exceed a certain percentagc of
the total receipts fixed as follows:

Federal Repubhc of Germany 31 %;

Netherlands 13 % '

B.LE.U. 10.5 %;

‘France and Italy: on the scale laid down in Article 200 (1).

The Council will thus have to make a decision on the timing
for taking over the expenditure and on the breakdown of contributions
in relation to the two scales in 1965, in such a way as to’ determine
expendituré and ' receipts ‘for the period from the fourth year of
operation of the regulation to the end of the transition perlod For
this purpose it will carry out, on the basis of a report of the Commis-
sion, an overall examination covermg among other things the trend
. of all operations of the Fund, the nature of its expenses, their Justlﬁca— '
tion, the breakdown of receipts, and progress in .1mplemer1t1r1g the'
common agricultural policy.

The financial regulation will apply to the cereals, pigmeat, eggs,
and poultry markets with effect from 1 July 1961, to the dairy produce
market from 1 November 1962 and, as necessary, to other matkets on
~ date to be fixed by the Counc:l '
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THE COMMON ORGANIZATION OF MARKETS

’

The regulation on cereals

113. The grain regulation applies to the following products:
a) Wheat, rye, barley, oats, maize, buckwheat, millet, etc.;
b) Hard wheat; |
?) Meal and groats of wheat, rye, etc;;
d) Processed products.

With effect from 1 July 1962, intra-Community trade and trade
with non‘member countries on all these products is liberalized, i.e.
customs duties, quotas, long-term contracts, import charges, and mini-
mum import prices are abolished. All these are replaced by the levy, ‘
an amount representing the difference between the prices applied in
the importing country and the offer price (generally lower) of the
exporting country.

The amount of the intra-Community levy is equal to the dif-
ference between the price of the product coming from the exporting
Member State delivered free-to-frontier to the importing Member State
and the threshold price of the importing Member State, less a standard
amount. -

The price of the product from the exporting Member State is
determined on the basis of the prices prevailing on the most representa-
tive markets of that State for exports to the importing Member State
in question adjusted in the light of .possible quality differences in
relation to the quality standard for which the threshold price is fixed.

The threshold price is fixed in each Member State in such a
way that the marketing centre of the area with the largest deficit
is taking into account the standard amount, equal to the basic target
price.

Prices on the domestic markets will be formed around the target
* price of the region with the greatest deficit by the operation of the law of
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of supply and demand. There will alsobe a minimum price known as the
intervention price (ie. target price less a minimum of 5% and a
maximum of 10%). This will constitute the main guarantee for farmers,
since it is the price at which the authorities will intervene and buy any
surpluses.

As regards the price level the Member States will gradually
reduce during the transition period the differences between target prices
in such a way that thete will be a unified target price for the whole
Community by the end of the transition period.

Acting in accordance with the voting procedure laid down in
Article 43 of the Treaty, the Council will decide on the measures
that will be needed to approximate cereal prices to a single price
system for the Community when the common market stage is reached:
a basic Community target price for each product, a single threshold
price and a single method of determmmg intervention prices.

The amount of the levy on imports from third countries is equal
to the difference between the most favourable cif price for the product
and the threshold price of the importing Member State.

For a number of products of grain processing listed in Article 1d
of the Regulation (gluten, bran, feeding-stuffs etc.) the levies applied
to imports from non-member countries contain two components: a
variable component corresponding to the incidence of the levies on the
basic products used in their manufacture or fixed in the light of market
conditions for similar products and a_fixed component representing
protection for the processing industry.

The intra-Commﬁnity levies as well as those vis-a-vis non-member
countries are collected by and credited to the importing State. All
import and export is subject to the submission of an import or export
certificate issued without any limitation by the Member State on appllca-
tion from the person concerned.

The intra-Community levies will disappear and the levies vis-a-vis
non-member countries will level out as prices become approximated.

.
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Regulations on pigmeat, pouliry and eggs

114. The Regulation on pigmeat (sausages, preserved meat and other
derived products), the Regulation on poultry and the Regulation on
eggs contain parallel provisions.

Intra-Community levies for these three products contain one
component which corresponds‘to the difference between feeding costs
in the importing and exporting countries resulting from the difference
in the price of fodder grains. As the gap between these grain prices
narrows during the transition period, this component will gradually

disappear.

A second component is added. In the case of pigmeat this
amount is limited in that the sum of the two in no case exceeds the
difference between certain average market prices recorded during the
reference period. For eggs and poultry this second amount corresponds
to the customs duties at present applied in the Member States for these
products. In the poultry sector it is nevertheless possible in exceptional
cases to calculate this second amount in the same way as the second
amount for pigmeat. The second component will gradually and
automatically disappear during the transition period.

Levies applicable to imports from non-member countries are fixed
in the same way as intra-Community levies. They too represent differ-
ences in the cost of feeding-stuffs and the second component referred
to above, plus a third component equal, in the first year, to 2 % of
the average offer price on importation. This third component, which
represents the preferential element, will gradually be raised to 7%
in the course of the transition period.

The levies with respect to non-member countries will evolve in
step with differences between feeding costs in the member countries
and on the world market resulting from the differences in fodder
grain prices in the Community and on the world market. At the end
of the transition period there will be a single Community levy for-
each product from non-member countries.

The levies will ensure EEC producers the -possibility of con-
tinuing production under normal conditions. Should offers at abnormal
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~pr1ces from ‘non- membet countries affect normal price formation in the
EEC, sluice-gate prices, applied at the common frontier, are provided
‘to prevent dlsturbance to internal markets. If offer PI‘ICCS fall below"
the sluice-gate prices, the levies will be increased correspondingly. This
arrangement also applies to intra- Commumty ‘trade in pxgmeat durmg
the transition penod AL

/

.lee Régulcztz'on_ on fruit kmds vege{dlzlef
115, The Regulat;on on frult and Vegetables estabhshes a common

markef orgamzatlon in the sector on the basis of common rules for
competition, including common quahty standards. These standards will
apply from 1 July 1962 to the majority of products in intra-Community’
“trade and” will be gradually applied to ‘the markets of the ‘producing
countries. Products classified according to these standards may not
be subject to quantitative restrictions or to the measures referred to -
in Article 44 of the Treaty - after the followmg dates:

¥

“Extra” cIass by 1 July 1962
Class I by 1 January 1964;
Class II'by 1 January 1966.

However, ifi the event of serious dlsturbances and with effect
from the dates shown above for the various classes of products safeguard
measures are prov1ded for in intra- Commumty trade.

The Regulation makes Artieles 92 to-94 of the Treaty applicable
to fruit and vegeétables. with a view to ehmmatmg any possibility of
distorting competition and affectmg trade between the Member States.
Supplementary fegulations on the functioning of markets and on.
commercial transactions will be made by the Council on a proposal of
“the Commission be’fore 1 July 1964.

Customs duties between Member States will be progresswely
reduced until they are totally abohshed by 1 January 1970

Protection vis-d-vis non-member countries will be ensured by, the
progressive introduction of the common customs tariff which will be ,
fully in operation on 1 ]anuary 1970
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. However, should imports from non-member countries at abnormal
prices.create-serious disturbance on the market of the European Economic
Community, a safeguard clause is provided which includes a counter-
vailing duty in such imports or the temporary closing of the frontier
to products from non-member countries.

During the transition period the import systems applied by the
member countries to non-member countries will be harmonized.

The European Parliament rendered an opinion on the draft
regulation establishing a common market orgamzatmn in this sector at
its session of 20 to 24 November 1961.

T/Je Regulation on a common market orgzzmzatmn in the wine-growing
sector

116, The object of this Regulation is to have available as soon as
possible statistical data on the extent of the Community vineyards, on
the quality of their products and on the relation between available
resources and demand.

The Regulation is accompanied by a decision on quotas, which
explain why it was felt necessary to lay down the essentials of Com-
mumty rregulations on quality wines. ' '

"~ The Regulatxon provides, inter alia, for:
4) The establishment of a register of vineyards by 30 June 1963;

'b) The introduction of a system of declaration of hatvests and
stocks; : '

¢) The drawing up of annual forecasts;

d) The adoption before 1 January 1963 of Community regula-
tions on quality wines from specified areas; the essentials of these
regulations are already laid down.

The decision on quotas, this fixes the quantity of wine admit-
ted in trade between the Federal Repubhc of Germany, France and
Ttaly.
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-The quantities a're as follows:

' a) 1200 000 hl. for the Federal Repubhc of Germany, of which
400 000 hl. basic wine for making sparkling varieties and 800 000 hl.
table wine;

b) 150 000 hl for France and the same for Italy

The same decision fixes the respective share of white wines and
red wines and the quality wine produced in specific regions included
in the quota of the Federal Républic of Germany. Pending the introduc:
tion of the Community regulations on quality wine produced in specified
regions and referred to in the above- mentloned regulatlon it also lays
down the conditions which wines must fulfil to be 1mported into France
or Italy, and, in the case of - quahty wings, into the Federal Republxc of
Germany : ’

The Member States w1ll be respons1ble for the quahty control
of the wines under the quotas thus opened and will decide upon arrange-

‘

ments for i mcreasmg ‘these quotas. -

Szzfe guard measures

117.  Safeguard measures may be taken in respect of any product for
which a common market organization has been established. " If a Member
State suffers or is threatened with market disturbances likely to Jeopard

ize the objectives laid down in Article 39. of the Treaty, it may; during
the transition period, take the necessary safeguard measures as ‘regards.
the entry of the products likely to cause disturbances.. Where necessary,
this may include the suspension of imports. The. -suspension of imports
from a member country is immediately extended to non-member coun-
tries. It is governed by the special regulations, including those on fruit -
and vegetables and in principle must operate in-the followmg way:

a) The Member State or States concerned must notlfy the other
Member States and the Commission of these measures at the latest ‘on
their entry into force. When applying these measures they make the
necessary arrangements so'that goods in tramsit shall not be affected.
When ‘the frontier is closed, a period of grace of not less than three -
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days must be allowed. The States must be ready to open negotiations
immediately to seek temporary arrangements to avoid excessive or
unnecessary loss to exporters. Such arrangements must be notified with-
out delay to the Commission and the other Member States.

b) After consulting the Member States in the Management Com-
mittee the Commission decides, by urgent procedure and within a
maximum of four working days from the notification, whether the
measures are to be maintained, amended or abolished. The Commission
may also decide on measures to be applied by the other Member States.

The Commission’s decision is notified to all the Member States
and is immediately applicable.

¢) Any Member State may refer the Commission’s decision to
the Council within a maximum of three working days from the notifica-
tion. The Council meets without delay. It may amend or cancel the
Commission’s decision by qualified majority.

The appeal to the Council does not suspend the decision.

Two exceptions are provided for: one gives more and the other
less freedom of manceuvre to the Member States.

' Exception for “Extra” class fruit and vegetables: Taking into ac-
measure appeals to the Council against the-Commission’s decision. Such
appeal suspends the decision. The Council then has ten days in which
to give a ruling.

Exception for “Extra” class fruit and vegetables : Taking into ac-
count the measures already applied for “Extra” class products, in the

_event of gerious and lasting disturbance to the vegetable market, the

Commission may authorize safeguard measures when requested by the

Member State concerned. The Commission fixes the implementing
conditions and details without delay and in the light of the measures

already applied.

The effects of the common market organizations on commercial policy

118. The regulations establishing the common .market organizations
provide for the introduction and development of a common commercial
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policy for the agricultural product considered. This policy will come
into -operation when the system of import levies on products from non- -
member countries is applied (1 ]uly 1962).

1]

As the system of levies for cereals, pigmeat, poultry, and eggs
replaces all protective measures so far applied wis. d-vis non-member
countries and has to be applied in a uniform manner it excludes any
possibility of applymg other national protective measures

' At the same time the Member States ate requxred save POSSIble
- exceptions, to abolish. all quantitative restrictions and bxlateral quotas.
Imports must be made without discrimination, purely at the discretion
of the trading partners as to the market situation and requirements. The
levy, being the difference between the target price of the various Mem-
ber States and the world market price, acts in- such ‘a way .that the -
internal production of each Member State and—as a result of the apphca-
tion of the flat-rate reduction—the internal production. of the Com-
munity will benefit by a priority on.the market whenever the market

.PI‘ICC is below the target price.

When . the mternal market price is equal to or above the target
price, internal production faces truly free and unlimited competition
from non-member countrres whose price level is in prmcxple equal to
the target pnce

In this respect the future mergin for imports, ‘which results
essentially from the difference between internal consumption and pro-
duction, will play a decisive role. Thus the future common price level,
which is among the factors determining the volume of productlonf‘
will assume vrtal 1mportance for commercial policy.

. . . )
REGULATION APPLYING CERTAIN RULES OF COMPETITION TO THE
t PRODUCTION OF AND .TRADE IN AGRICULTURAL PRODUCTS o

(ARTICLES 42 AND. 43, SEC. 2) - '
\ .

. 119. This Regulanon lays down that Articles 85 to 90 of the Treaty- ‘
- (understandings and dominant positions) shall apply to all agreements, '
decisions or practices covered by Article 85 (1) and Article 86 of the
Treaty, Nevertheless, Article 85 (1) (understandings) does not apply
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to agreements, decisions and practices which are an integral part of a
national market organization or are necessary for the achievement of the
aims defined in Article 39 of the Treaty.

This_exception extends in particular under certain conditions to
federations -of farmers, for instance to co-operatives which fulfil the
said conditions.

The Européan Commission has sole powers, after consulting the
Member States, to rule as to which agreements, decisions and prac-
tices fulfil the conditions for exemption.

As regards dumping, Article 91 (1) is applicable to trade in the
products listed in Annex I of the Treaty. But the Commission must
judge all the causes of the practices complained of, in patticular the
prices at which imports from other sources are effected on the market
in question. '

The provisions of Article 93 (1 and 3 first sub-paragraph) con-
cetning the inventory of existing aids and the notification of proposed
new aids are applicable to aids granted in order to further production
of or trade in agricultural products.

At the same time as they establish a common market organization,
the product-by-product regulations provide for the application. of the
provisions of the Treaty concerning aids, with due regard to the
requirements of the levy sjfstem in each sector.

POLICY ON THE IMPROVEMENT OF AGRICULTURAL STRUCTURES

120. ‘The Commission’s proposals on the common agricultural policy
transmitted to the Council on 30 June 1960 envisaged the following
measures of agricultural structure policy: ‘

4) The co-ordination of the structural policy of the Member
States;

b) The establishment of a Fund for the improvement of agricul-
tural structures.
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. A.thorough knowledge of the social and economic circumstances
of structural defects in agriculture seems to be necessary. For' this
reason the Commission has collated the laws and regulations on the
improvement of agricultural structures in the Member States and infor-
mation on the resources apphed and the results obtamed '

Account has been taken in this work of the close link existing
between argicultural structure policy, the development of agncultural
markets. and reg10na1 economxc dev eIopment :

On 9 February 1962 the Commission transmxtted to the Counc11
a draft decision on the co- ordmauon of agrlcultural structure policies
which advocated:’

-a) The estabhshment of a Standing Committee on Structure to
ensure close co- -operation with the Member States and to dlscuss national
policies -on agricultural structures and the schemes introduced by the
States to improve those structures. This Comm1ttee would thus be
responsible for the exchange of information in the field of agncultural
structures and would comprise delegates from cach of the Member States
and from the Commission, the latter prov1dmg the chairman.

, &) The submission to the Council of an annual report on struc-
tures which would inclide a survey of the position as tegards the
structure of agriculture, the measures taken to improve it and exaniina-
~ tion.of the policies on agricultural structures pursued by the Member
States. The report would also contain information on the action taken
to co-ordinate these policies and on the results of this action at Com-
munity level

c) The submission to the Council of Prdpocals in the framework
of Article 43 for the mtens1f1catxon of technical and financial measures
relatmg to structural policy.

- This co-ordination will also be facilitated by:

i) A regular survéy of the situation regarding structures, the
general lines of Member States’ policies in this field and the information
required for the Commission’s report on “Structures”,
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ii) The submission of drafts to the Commission of statutory and
administrative measures or regional programmes so that it can express
an opinion on them, ’

iii) The establishment of an Advisory Committee on Structures
consisting of representatives of the trade organizations grouped at
Community level and concerned in the improvement of agricultural
structures. Whenever it thinks necessary, the European Commission
will thus be able to consult trade circles on all the problems and in
particular on the measures it takes to co-ordinate member countries’
policies on structure.

This draft decision was forwarded to the European Patliament
and the Economic and Social Committee for their opinions.

The Parliament adopted a resolution giving the opinion re-
quested. Considering that structural policy is an integral part of the
common agricultural policy, the Parliament advocates the establishment
of 2 fund for the improvement of agricultural structures and’ proposes
some amendments to the Commission’s draft.

The Economic and Social Committee transmitted a report for
- information. -

The draft decision was also communicated to the organizations
of agricultural producers and workers and consultations on it have
taken place at two meetings.

The Europdan Commission is also studying ways of utilizing the .
European Fund for the improvement of agricultural structures. The
purpose of this Fund will be to intensify the efforts of the Member
States by means of financial aid from the Community.

THE SOCIAL ASPECT OF THE COMMON AGRICULTURAL POLICY

121.  On 30 June 1960 when it made its first general proposals defin-
ing the general principles and the essential aims of an agricultural
social policy, the Commission stated its intention of amplifying these
proposals later. To this end a conference to consult agricultural
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employers” and workers’ organizations was held in Rome from 28 Sep-
tember to 4 October 1961. The Governments of the Member States
sent observers and four working parties studied matters relating to:

" 'i) The social situation of«family farms;
ii) The social situation of wage-earning farm workers;

iii) Occupational mobility, migration, free movement, share-
cropping; . ’

. iv) Education, vocational training and cultural life in country
districts. ‘ : ' - -

This conference, which paid due regard to the interdependence
of social and economic action both in the agricultural sector and for
the economy as a whole, included that all discrimination on the social
plane between agriculture and the other sectors should be abolished, that
farming circles should participate actively in framing social policy for
the agricultural sector and that domestic social policies should be har-
monized and extended to all agricultural workers.

Thé conference noted the present lack of information on the
social situation in agrigulture and recommended effective measures for
research and study in the field of social problems."

_The conference also issued conclusions and recommendations on
the measures to be put in hand by the European Community, in par-
ticular with regard to:

a) The improvement of living conditions on family farms;
4) The remuneration of wage-earners and independent farmers;

¢) The extension of social security to all farm workers, if neces-
sary with financial aid from the States;

d) The balanced development of all economic sectors and opti-
mum conditions of manpower sipply, thanks to increased mobility;

¢) The improvement of general education in rural areas and
agricultural vocational trainings; ‘
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f) The encouragement of mutual and co-operative action;

g) Help for young people to enter the profession and to rise
to managerial positions;

h) The provision of adequate rural centres under plans for
general and regional economic development;

i) The part played by women in the life of the farm;

£) Study of problems arising from unemployment and under-
employment in Italy; '

/) Study of the social implications of share-cropping and possi-
bilities of adapting it to the present-day requirements of agriculture.

In a resolution on the social situation of family farms passed at
its session from 26 to 29 June 1961, the Parliament urged the European
Commission to carry out an inquiry into the application of family
allowance regulations to farmers and drew its attention to the impor-
tance of vocational training and the part which the Social Fund could '
play in retraining and re-employment. Finally, the Parliament pro-
nounced itself in favour of establishing the Fund for the improvement
of agricultural structures proposed by the Commission.

APPROXIMATION OF LAWS, REGULATIONS AND ADMINISTRATIVE
PRACTICES IN THE FIELD OF FOOD AND AGRICULTURE

122. Work on the approximation of legislation has continued. In
addition to the working parties and sub-groups established in 1960 to
deal with regulations on foodstuffs, veterinary law, plant health and the
regulations applying to agricultural and sylvicultural seeds, further
sub-groups were established and committees of scientific experts con-
vened to deal with specific*questions. :

Numerous meetings have been held and have already yielded
satisfactory results. The Commission has submitted to the Council
proposals for a directive on the approximation of Member States’ regula-
tions on colouring matters permitted in food products and a Council
directive on the campaign against bluemould in tobacco.
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At its session” of 22 to 25 ]anuary 1962 the Parliament adopted
- the opinion requested of it on the Commission’s proposal concetning -
the approximation of regulations’ in_ the Member States on the use of
-colouring matter in food for human consumptlon This opinion sug-
gested certam amendments. "

At its 18th session on 15 December '1961 the Economic and
Social Committee rendered its opinion on this question. It approved
the Commission’s proposal and hoped that measures to be taken in this
field would be shortly worked out.

_ In the coursé of the same sessron ‘the Parliament also adopted an
opinion, recommendrng that-Member States prohibit any reproduction or
multrphcatron of tobacco bluemould cultures

" On 15 December the Economic-and Soc1aI Commrttee gave an
opinion approving the Commrssrons proposal.

Apart from these matters preparatory work has begun on:

a) Health problems in'relation to intra Community. trade in fresh
‘meat; . : . _ ' T

%) Problems of health supervision in - trade in live cattle and
live swine between the Six; ‘

c) Harmomzatron of legislation on cocoa and chocolate in the
Member States;

d) Establishment of common quality standards for ‘tinned peas;

¢) Harmonization of regulations in the Member States concern-
ing permitted substances in foodstuffs; :

f) Harmonization of provisions on wine (methods of analysis,
definitions of grapes, of wine and other beverages derived from grapes)
and methods of wine makmg,

g) Rules for.intra-Community trade in animal feeding-stuffs;
h) Seeds and seedlings for sylviculture; -

¢) Seed potatoes;
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) Forage secd;
k) Beet seed;

/) Community rules concerning plant health in trade between
States.

Draft directives on veterinary law will be worked out before
July 1962 and in the course of the year other drafts for common re-
gulations will follow in the spheres of foodstuffs, plant health and
seeds.

Collaboration between the Commission and the trade organiza-
tions at the level of the Six has helped in the work of harmonization.

THE QOUTLOOK FOR 1962

123. A great deal has already been done but further provisions are
still needed. Many implementing provisions still have to be decided on
by the Commission in conjunction with the Management Committees.
The Council will also have to take complementary decisions, in particular
regarding criteria for the fixing of grain prices in 1963. The Member
States will have to take measures expressly laid down which lie within
their competence and also adapt certain of their laws and regulations
to make possible effective application of the regulations.

124. A further task of the Commission is to complete the common
policy ‘on agricultural markets by working out draft regulations for
products in respect of which there have so far been no decisions.

The Council has invited the Commission to forward by 1 May
1962 draft regulations concerning dairy produce and beef, and by
15 July 1962 a draft regulation on sugar.

As regards rice and fats (with the exception of butter) advance
drafts have been prepared. The representatives of the trade organiza-
tions grouped at the Community level were consulted.

On 22 February 1962 the European Parliament rendered its
opinion, in the form of a resolution, on the common policy in the rice
sector.
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The Economic and Social ‘Committee, to which the matter had
been referred by the Commission in July 1961, gave its opinion at its
17th session on 25 and 26 October 1961. The Committee approved the
Commission’s proposal for a common policy in the rice sector and, at its
19th session on 25-26 January 1962 gave its opinion on fats. It accep-
ted the Commission’s draft subject to.a few comments, and proposed
that the Stabilization Fund for the fats market should be financed by
the public exchequer and not through the system of contnbutxons
planned by the Commxssmn

Other. proposals will later be submltted in respect of the follow-
ing séctors: fish, -potatoes, raw tobacco, alcohol and non-edible horti-
cultural products. B

125.  As regards forestry questions, studies are going on concerning
the trend and outlook in forestry production, statistics, markets for
wood from state-administered forests, the right of establishment and
the harmonization of certain regulations. This work is being done with
the participation of the Directors General of Forestry administrations
in the Member States, who meet periodically with a view to gradually
co-ordinating their policies. -

126.  Action to achieve the social aims of the common agricultural
policy will be progressively stepped up. In particular the Commission
will have to define its doctrine in this matter and take steps to see that
it is applied.

The Advisory Committees for grain, pigmeat, eggs and poultry,
fruit and vegetables and wine provided for in the Commission proposals
of 3 June 1960 and 19 July 1961 must be set up before July 1962. This
system of consultation will also extend to the sectors for which the
Council will have to take decisions on proposals from the Commission
(dairy produce, beef, sugar, rice, fats). :

The establishment of these Committees will make it possible
systematicélly to consult the agricultural trade organizations on the
implementation of the common agricultural policy. :
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The proposed Standing Committee on agricultural structure will
have to begin work when the Council has adopted the Commission’s
proposals in this field.

The Common Transport Policy

THE COMMISSION'S MEMORANDUM ON THE GENERAL LINES
OF A COMMON TRANSPORT POLICY

127. The Fourth General Report set out the main points of the
Memorandum on the general lines of a common transport policy (),
which was published on 10 April 1961 by the European Commission;
the Commission considered that there was a need for it to make known
its general views on the application of Articles 3, 74 and 75 of the
Treaty. -

The Memorandum was submitted to the Council and examined at
the sessions of 26 June and 28 November 1961, and of 27 February 1962.

Initial discussions at these meetings afforded a fairly clear picture
fo the state of opinion. Agreement was reached on certain general
principles, and on a number of questions divergent views were brought
closer together.

The Ministers agreed unanimously that the measures to be taken
with regard to the essential elements of the common transport policy
should be studied and discussed concurrently. This would make it
easier to harmonize viewpoints in a spirit of mutual understanding.

The Eutopean Parliament has been consulted on the Memo-
randum; it has considered a report from its Transport Committee, and
will render the opinion requested early in May 1962.

The EEC Economic and Social Committee has also been consulted
and gave an opinion on 28 February 1962.

1) See Fourth General Report, Chap. II, sec. 122.
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This Committee’s discussions laid emphasis on the members’
desire for harmonization of ECSC and EEC provisions with respect to
transport policy, and their feeling that a more competitive system than

the present one should be introduced. The Committee ,stressed the -
1 importance . of levelling upwards the social condltlons of transport
workers. The opinion gives two opposite views on problems of publicity.
In addition, the Committee approved the time-table presented with the
Commission’s proposals.

‘Apart from consulting Community institutions and bodies, the’
European Commission-has arranged to have the principles of its Memo-
randum widely discussed in transport circles. InlSeptember, October,
November and Decembér 1961, meetings were held with the representa-
tives of a number of transport organizations: the European Liaison
Committee of forwarding agents and transport ancillaries (CLECAT)
on 18 September ‘1961, the Transport Workers' Committee of the
Community (ITF) on 26 October 1961, the International Transport
Committee (IFCTU) on 27 and 28 October 1961, the Community Group
" of the International Railways Union (UIC) on 7 November 1961, the
Liaison Committee of road hauliers in EEC (set up within IRU) on
5 and 6 December 1961, the Transport Committee of the Union of
Industries of the European Community (UNICE) on 12 December 1961,
the Committee of European Transport Users of the Internanonal‘
Chambét of Commerce (CCI) on 14 December 1961, and the Inter-
national Umon for Inland Nav1gat10n (UINF) on 9 ]anuary 1962.

The dlscuss1ons were Very fruitful and the organizations con-.
‘sulted subsequently mformed the Commission of their views on the
Memorandum.

" The Commission’s staff has studied these carefully and considers
them very helpful for the further development of the common trans-
port policy:
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FIRST MEA'SURES TAKEN BY THE COMPETENT AUTHORITIES

Procedure for prior examination and consultation
on Member States’ provisions in the field of iransport

128.  After consultation with the European Parliament and the Econo.
mic and Social Committee, the Council approved on 28 November 1961
a decision proposed by the Commission. This first measure is intended
to set on foot a common transport policy. It institutes a procedure for
examination and consultation regarding. certain laws, regulations and
administrative practices envisaged by the Member States in the field of
transport.

Its purpose is to enable the Member States and the Community
institutions to be kept informed of, and to discuss in the Community
context, the measures each Member State is contemplating in matters
of transport. This will ensure close co-operation between the Member
States and the Commission and will prevent national transport policies
from developing along diverging lines. ~

The Council’s decision sets up a procedure by which 2 Member
State must advise the Commission and the other Member States when,
in the field of rail, road and inland waterway transport, it intends to
adopt legislative or administrative provisions likely to affect materially
the attainment of the common transport policy. Where necessary there
can be consultation at Community level, and an emergency procedure
has also been provided for.

Even before this decision became effective, the Government .of
the .Grand Duchy of Luxembourg transmitted to the Commission for
an opinion, on 11 January 1962, a road transport bill which it had
tabled in the Chamber of Deputies on 19 December 1961.

The European Commission gave its opinion on 31 January 1962,
It considered that, subject to a further examination of the texts, the bill
was in its essentials consistent both with the Treaty and with the ideas
set forth in the Memorandum, and that there. was no need for it to
arrange consultations at Community level; it did however request that
certain changes should be made to allow for future developments in the



FIFTH GENERAL REPORT — 1962, ' 169

common policy. The Grand Duchy amended its bill in accordance with
this request. ‘

Harmonization in the ;‘ield of taxes

129, The Commission has undertaken a survey of transport taxation.

It felt that the first question to be examined should be the avoidance
of double taxation for motor vehicles in international transport. A

_solution in this matter would facilitate transport within the Community
and could be found without drastic changes in present taxation arrange-
ments. The Commission has refetred to the Consultative Committee
on Transport a proposal on the subject.’

In other fields of taxation peculiar to transport—taxes on vehi-
cles, fuel, tyres and transport services—the European Commission is
pressing forward its studies with a view to guiding transport systems
in harmony with the rules of the Treaty, with general tax measures and
with' the objectives and principles of the common policy. Harmoniza-
tion in transport taxation is linked with other work on determining and
analysing the expenditure entailed in the use and development of
infrastructure with a v1ew to apportioning the burden among the various
users.

Harmonization of social conditions

130. The harmonization of social conditions in transport must be in
line with the Community’s general policy of harmonization in the social
field and must also combat distortions of competitive situations.

The European Commission first undertook a study of such matters
as time spent on the road and certain other conditions in international
road transport. A questionnaire was addfessed to Governments, trade
unions and employers’ associations on the following points: -physical
fitness, qualifications, hours worked, time off, arrangements for women
and young workers, shorter working hours and longer rest periods,
supervision, actual conditions, etc. '
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With the replies to this questionnaire as a basis the Commission
drafted a paper on present situations in the six Member States and on
measures to improve them and bring them into alignment. This will
shortly be submitted to a committee of government experts and experts
from both sides of the industry.

Major Community routes

131.  After considering the present situation of national transport net-
works and improvement schemes, the Commission, in co-operation with
the member governments, began work in 1960 on a blueprint for a
network of major arteries for.each mode of transport and on plans to
improve this network.

This first stage in this work took the form of recommendations
addressed to the six governments in June 1960 (%), of which the Council
took note at its meeting of 6 December 1960.

In the light of the Council’'s comments and of the wishes of the
European Parliament, the Commission amplified its 1960 plan for the
major Community arteries in co-operation with the member governments.
Meetings of experts on the various modes of transport began in 1960
and issued in a supplement to the recommendations of 21 June 1960
addressed to the Governments on 8 August 1961.

The Commission has kept itself informed, in meetings with thé
national experts, of the progress of schemes which had been the subject
of recommendations in 1960 and 1961.

Regional infrastructure

132. In accordance with the programme set out in its 1960 recom-
mendations, the Commission has also undertaken an examination of
the problems involved in the improvement of the regional transport
infrastructure, with particular reference to the needs of Community

(*) Sec Fourth General Report, sec. 234.
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areas where mdustnal activity is dechmng or where development is
lagging behind. The studies will cover various matters connected with
transport .referred to in the reports submitted to the Conference on
Regional Economies (*) and the discussions arising from these reports. -

1
{

" Financing

133. The.European Commission has assisted the national administra-
tions in studying the economic aspect of certain projects and in seeking
additional sources of finance: .

Or this ‘point the European Commission expressed an opinion,
as provided for in Article 21 of the relevant Protocol, on the granting
by the European Investment Bank of substantial loans to the Italian,
French and German railways Eovering two schemes included in the
recommendations: improvement of the France-Italy railway sections
(Chambéry-Modena-Genoa), and the electrification of the German

Hamburg " Hanau
North-South line (—————— - Hanover-Flieden - ——————). The Com-
Bremen Gemiinden ;
mission is also studying other forms of finance to supplement the Mem-

ber States’ own resources and the aid from the Investment Bank.

Transport equipment and traffic rules

134. Current disparities’ in technical regulations applicable to trans-
pott constitute obstacles to international transport and its development.
The European Commission has’ embarked on studies with a view to

harmonization. These have dealt with traffic rules and rules governing
vehche specifications. :

For road transport, the studies have dealt with weights and
dimensions of vehicles and problems connected with the harmonization
of the specifications for approved parts and equipment for road vehicles.

In addition, “the European Commission has tiken part in the
work undertaken by the European Conference of Ministers of trans-
port (ECMT) on the establishment of a European highway code.

.

(1) See Chap. III, sec. 100,
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To deal with equipment used on inland waterways, the European
Commission has set up a Committee on “rationalization and standardiza-
tion in European inland waterways” comprising representatives from
the relevant government departments, from builders” and users’ associa-
tions and from institutions active in this field. The first task attempted
by the Committee—concerning the design of a standard vessel with
standard equipment—gave encouraging results. '

Problems involved in the development of transport by pipeline

7135. The Commission has drafted and submitted to the Council a
working paper on the problems involved in the development of pipe-
lines for liquid fuels. The Council took note of this paper on 26 June
1961. The experts have held several meetings and useful progress has
been made. ‘

Uniform goods nomenclature for the purposes of transport statistics (NST)

136. ‘The work done in various fields, particularly in statistics, has
revealed the need for a uniform goods nomenclature for the six coun-
tries and for the three forms of internal transport. The Commission
has therefore brought together a panel of government experts who have
been joined by representatives from the Economic Commission for
Europe (ECE), from the European Conference of Ministers of Trans-
port (ECMT), from Switzerland and from Austria, and from organiza-
tions active in the transport field. The experts have agreed on the
establishment of a uniform goods nomenclature, which has also been
accepted, saving a few slight differences, by the competent body of
the United Nations Economic Commission for Europe.

Consequently, on 26 July 1961 the Europeén Commission recom-
mended the Member States to adopt this nomenclature and on this
basis to transmit regularly statistics on national and international trans-
port by rail and inland waterway and on international transport by road.

The Member States agreed to transmit this information to the
Commission as from 1 January 1962.
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Study of transport costs

137. A Committee of government experts set up for this purpose by
the Council on 6 December 1961, under the chairmanship of a repre-
sentative of the Commission, began work in March 1961. In accordance
with suggestions made in the course of ministerial discussions, the
Committee gave priority to two problems, the importance of which as
part of the common transport policy is nowadays universally acknowl-
edged: the apportionment of infrastructure costs between the various
forms of transport and a comparative study of the burden of éxpendi-
ture actualy borne by the different forms ef transport and by individual
firms. Both studies have been undertaken with the same end in view
—that of bringing competitive conditions between firms and beétween
means of transport nearer together, both w1ht1n member countries and
at Community level.

Good progress is being made. The work on infrastructure costs
is being carried out in four stages, each of which comprises a theoretical
study of .the methods and principles to be. applied and their effects
expressed in figures. The four stages cover the determination of total
infrastructure costs, the apportionment of these costs as between actual
transport and other purposes for which means of communications are
used, the apportionment of actual transport costs between the form of
transport concerned and other users, and lastly, the apportionment of
costs within a given form of transport between various categories. It
is also planned to carry out a census of the receipts of all kinds arising-
from the use of means of communication, so that actual balance-sheets
can be established, showing how costs are covered or more than covered.

The comparative study of the competitive positions of forms of
transport and transport firms aims at bringing out the effects on the
transport sector of intetvention—mainly through taxation and social
legislation—by public authorities. It will reveal more clearly the extent
of differences between national systems in this field, and will yield
valuable and in some regards essential information for the planning of
harmonization measures in building up the common transport policy.
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The Parliament and the Economic and Social Commiliee

138. The European Parliament has held several debates on transport
and has adopted a number of opinions and resolutions on this subject.

In particular, it approved at its session of 16 to 20 October 1961
the proposal concerning a prior examination and consultation procedure
with respect to the laws, regulations and administrative practices of
Member States. The Parliament took the view that the consultation
procedute should also apply to long-distance pipelines for gases, liquids
or solids. :

At its session of 19 to 21 December 1961, it adopted a resolution
on the problem of air transport in the framework of the Community;
on the view that a common air transport policy for the Six should be
- one of the EEC’s essential objectives, the Parliament set out the basic

* principles for such a policy and proposed that the Council places this
item on its agenda.

Another resolution concerns the fact-finding mission on the
Rhine and in the ports of Rotterdam and Amsterdam: it expresses the
hope that the main principles of a common transport policy, embracing
sea and inland waterway transport, will be defined.

At its session of 20 to 22 February 1962, Parliament adopted an
opinion requesting, inter alia, that €ach Member State should liberalize
not later than at the end of 1962 all transit transport on its territory
comirig from or going to another Member State. The opinion also
suggests that licensing and quota arrangements should be abolished by
the end of 1962. ‘

139. At its session of 27 to 30 March 1962, the European Parliament
adopted a resolution on a highway code in the EEC. It notes with
satisfaction the progress already made towards uniform road traffic
rules by the European Conference of Ministers of Transport (ECMT),
invites the six governments to bring into force the rules framed by the
ECMT and suggests that 2 working party should be set up to deal with
various matters, in particular to promote Community action to reduce
road accidents. The Parliament recommends that the European Com-
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mission - should be represented in dlscussrons on problems of road

safety.

140. ~ The Economic and Social Committee has rendered two opinions
on tranSport’ questions: at its 17th session (25 to 26 August 1961) it
-expressed an opinion, as requested by the Commission on 26 July 1961,

on the proposed decision concerning the prior examination of -Member.

States’ regulations in the: freld of transport and concernmg procedure
in thxs connection. -

This opmxon which was unanimous, entirely  approved - the

“consultation procedure proposed by the Commission: the Committee

considers that such consultation will only be fully effective after ‘the
principles of the common transport policy have been agreed. Tt v01ces
the hope that this procedure 'may also be applied to the regulations of
the Member States concernmg long dxstance p1pe1mes for gases, liquids
and solids.

CAb 1ts 24th session (28 to 29 March’ 1962) the Commlttee adopted
an opinion, as requested by the Council on 23 January 1962, on the
diréctive concerning the estabhshment of certain common rules for
1nl:ernat10nal goods transport by road.

The Economrc and Social Committee i is in favour of the directive, -

considering it as a measure preparatory to the framing of the common
rules provided for in Article 75 of the Treaty. However it expresses

- misgivings as to the advisability of taking peacemeal measures in anti-
cipation of the future common transport policy. In addition, the

Committee feels that the Commission ought to give a clear- indication
in the directive that existing arrangements in the Member States on the
admission’ of their own nationals to international transport activities,
'including 1nternatlonal transport on own account, are not affected by the
directive.

THE WAY AHEAD

141, At its session on 27 February, the Council continued discussion
of the Commission’s Memorandum on;che general lines of a common
transport pohcy . -
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The Council invited the Commission to draft, in co-operation
- with the government experts and in the light of the results obtained,
general proposals for the introduction of the common transport policy
and to submit to it for 25 May 1962 an overall programme for co-ordi-
nated action, accompanied by a time-table, for the three modes of
transport—a long-term programme having regard to the stage in
approximation already reached.

The European Commission began this task at once. Most of the
proposals it will table in the Council will be the outcome of studies’
its staff has been engaged on for some time concerning access to the
market, a policy for freight rates, harmonization and the co-ordination
of investment. '

The programme to be submitted to the Council on 25 May will
constitute a general programme going as far as the end of the transition
period for the implementation of the common transport policy. When
this programme has been adopted by the Council, proposals for concrete
measures drafted with the aid of government experts will be submitted.

Furthermore, it should be added that as early as 1960 the Com-
mission had already taken a number of practical measures without
waiting for this programme to be drawn up. These measures have borne
their first fruits and. their development will fit into the general frame-
work of the programme now under consideration.

Social policy

142. At the end of the first stage, the European Commission is armed
with a number of Community instruments (regulation on the social
security of migrant workers, regulation on the European Social Fund,
and a regulation on the free movement of workers) (*) in the imple-
mentation of which it has certain well-defined duties, which it is carry-
ing out in association with government departments in the Member
States. Of particular interest in the field of social policy is the adoption

() See Chap. II, sec. 27 et seq.
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by the Member States in advance of the transition to the second stage,
of a resolution on the progressive equalization of wages for men and
women workers (Article 119 of the Treaty).

Apart from the implementation of these regulations and action
to give effect to Article 119, the Commission has pressed forward its
work on various matters (*) such as employment policy, harmonization
of social systems, social secusity, vocational training, and wage sur-

veys, which are discussed below.

THE EUROPEAN SOCIAL FUND

143.  In 1961 the European Social Fund began operations, having been
endowed with its legal, administrative and financial status in 1960. Its
main task was to scrutinize application for refund of expenditure sub--
mitted by five of the Member States (there were no applications from
Luxembourg).

The first of the applications concern vocational retraining
and resettlement schemes carried out between 1 January 1958 and
20 Septembet 1960, date of the entry into force of the relevant regula-
tion. The sums applied for add up to 21.048 million units of account;
applications for' retraining are for 13.772 million w.a. and those for
resettlement 7.276 million wa. The distribution of claims as between
countries shows substantial .disparities. Almost all the applications have
been examined by the Commission’s staff and submitted for an opinion
to the Committee of the Social Fund. On this basis, the Commission has-
appropriated from the 1961 budget, totalling 20 million w.a., funds to an
amount of 12.045 million u.a., which has been carried over to the 1962
financial year. The. carry-over of the unexpended balance of 1961
appropriations—7.955 million u.a.—has also been requested. This figure
is to be added to the sum of 29.027 million 1.a. earmarked for the Social
Fund in thé 1962 budget. . Decisions on the above-mentioned apphca-
tions are expected in the first half of 1962,

(1) For the social aspects of the common agricultural policy, see Chap. III, sec. 121;




178 EUROPEAN ECONOMIC COMMUNITY

The applications submitted for operations carried out since the
entry into force of Regulanon No. 9 (20 September 1960) until the
end of 1961 total 5.872 million w.a. (4.788 million for retraining and
1.084 million for resettlement). This second set of applications will also
be examined in the course of the year.

A first group of statutory bodies have been accepted for the list
provided for in Regulation No. 9 and further applications for inclusion
on th1s list are being examined.

The Regulation concerning Member States’ contributions and
the technical conditions for the Fund’s financial operations came into
force on 1 April 1961. The notification to each Member State of its
financial standing with the Fund, as prowded for in this Regulation,
will be made each quarter beginning with the second quarter of 1962.
Also under this Regulation, the European Commission will fix the
totals of transfers to be made, in the light of the positions of each
Member State on 31 December of ecach year. :

144. The Committee of the Social Fund held four sessions in 1961.
Apart from rendering opinions on applications for refunds, it estab-
lished its rules of procedure (approved by the Council on 5 February
1962), and approved the draft budget for 1962, a considerable number
of applications for inclusion on the list of statutory bodies and lastly
the proposed form for applications for refunds drawn up by the
European Commission.

EMPLOYMENT POLICY

145. Continuing its studies with a view to planning a .1ong-term
employment policy, the Commission has turned its attention: to em-
ployment in agriculture, "analyzing the causes and circumstances of its
decline in the last ten years and gathering material for an estimate of
future trends, to employment in the building trades and to under-
employment in Italy and Belgium.

A comparative study of the Member States’ employment services
has been begun in conjunction with national experts. The object is to
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_1mprove knowledge of orgamzanon working methods and experience
in order to improve co-operation between the. national services, which
is particularly necessary in every aspect of the free.movement of labour,
and'in order to facilitate the gradual harmonization of the systems in
force. Lastly, the European’ Commission ‘has made a comparative study
- of vocatidhal guldance and its relationship with ‘employment and the
>p1acmg of workers in the Member States.

146. In the shorter term ‘the Commissiod :made in the spring of 1961

- a new survey of the current situation of the labour market in the ..

Community .countries. Its fmdmgs were transrmtted to the Council on
12 July 1961. Notmg that manpower shortages were tending to become
more severe over a great part of the Commumty, notably 'in the Nether-
lands and in the German Federal Republic, the Commission expressed
the opinion that the Community operation launched in 1960 with the
aid of the Social Fund, to further the vocational training of unem-
~ ployed Itallan workers willing to take jobs in other countries ()
should be pressed forward, accompanied by appropnate action in the
matter of housing. ' .

The Advisory Commxttee set up under Regulation No. 15 on
the free movement of workers is an’ mtermedlary through which the
Commission .can go into problems of movement and employment with
" a view to co-ordination on Community lines the Member States’ employ-
ment policies. This Committee will have an important part to play
"vis-2-vis the Commission.

v

_HARMONIZATION OF SOCIAL SYSTEMS

147. The Commlsswn has contmued its work on the harmomzanon
of social systems (Artlcles 117 and 118). Progressive harmomzanon in
this field constitutes an important factor in development designed to
‘level living and working conditions in an upward direction. The Com-
mission sees harmonization not as a standardization nor as the mere

(1) See Fourth General Report, sec. 154,
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alignment of the various regulations and practices on those of the
member country which would seem the most advanced in these matters,
but rather as a progressive narrowing of differences between them in a
common effort to make social progress within each country first of all
and then in an integrated Europe, through co-operation of all the social
forces in the six countries. In 1961 ways and means of attaining these
ends were sought in consultation with representatives of trade unions,
employers’ associations and member governments. The first subject
dealt with was a list of the features of member countries’ social policies
to be given priority in discussion.

Working Parties composed of employers’ and workers’ repre-
sentatives in equal numbers or including Government representatives
have been set up to examine problems of collective bargaining, protec-
tion at work for women and young workers, the length of the working
week and wages. The Working Parties on the first two subjects met
“several times in 1961.

Debating social harmonization at its session of 20 to 24 Novem-
ber 1961, the European Parliament passed unanimously a resolution
calling for the promotion of close co-operation between the Member
States and workers’ and employers’ organizations, and suggesting that
the European Commission and both sides of industry set up joint
committees with equal representation.

148. 1In the field of social security, the European Commission co-oper-
ated with the ECSC High Authority in publishing comparative tables
of the social security arrangements in force in the Member States, and
has undertaken, with the trade unions and associations a study on com-
plementary systems of social security in certain sectors: building, chemi-
cals, textiles, motor vehidles, paper and printing.

Arrangements have been made for the special training of officials
in social security institutions to familiarize them with the application
of the Regulation on the social security of migrant workers: 20 persons
have spent a training period of six weeks to three months partly in
departments of the Commission or the High Authority, partly in an
institution in a country other than their home country. This first
experiment has had useful results.
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Finally, the Commission- is gathering -together documentary
material of a legal, financial, economic and demographic nature with a
view to a Consultative Conference planned for the end of 1962 for the
purpose of examining the main issues arising as regards the ends and
means of harmomzmg natlonal social security systems.

149. In the field of industrial health and safety, the Commission has
continued the execution of its harmonization programme. Further to
the, suggestions made by the Parliament and Government experts as
well as the representatives of trade unions and associations, it has given
priority to an examination of problems of safety for those working in
compressed air caissons, in building and civil engineering and in
agriculture. Several studies have been carried out or are under way,
chiefly.in the field of accident prevention. The Six are co-ordinating
their attitudes in these matters in connection with the drafting of an
ILO convention on machines not fitted with safey devices; which is to
be discussed in Geneva in June 1962,

In the field of health protection for workers the European Com-
mission has.drafted a recommendation to the Member States proposing
the adoption of a uniform European list of occupational diseases, to be
used in connection with prevention and compensation and for statistical
purposes. This draft is a first experiment in harmonization, concerning
both national insurance against occupafional diseases and the protection
of workers. Another draft recommendation to the Member States con-
cerns industrial medicine and is based on recommendation No 112 of
the ILO. ‘

Both drafts were referred to the Economic and Social Committee,
which expressed a favourable opinion on them at its session in March
1962.

The European Parliament’s Social and Health Protection Com-
mittees are also examining the drafts.

¢+ At its session .of 20 to 24 November 1961, the Parliament had
passed a resolution urging that the EEC set up a body similar to that
of the ECSC to study and harmonize arrangements concerning industrial
health and protection. ' .
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In the field of social service, the Commission organized in
co-operation with the Belgian Government, the European Office of the
" UN and the International Labour Office a European seminar on the
relationship between social security and social service.

150. In the field of poli'cy on family welfare, a European Secretariat
in which the six countries are represented has been set up within the
International Union of Family Organizations to facilitate relations with
the Commuaity. A meeting of representatives of government depart-
ments and of family and workers’ and employers’ associations was held
on 13 and 14 March 1961 on the initiative of the Commission, to
examine the development of family welfare policy in the six countries
and note what was common ground. Similar meetings are being held
on housing policy, its financing and special problems of rural housing.

WAGES IN INDUSTRY

151. The most important work carried out in the field of social
statistics has been the study on wage costs, which was published in the
third 1961 number of “Statistiques sociales” (*). This study sets out
and analyses the results of a survey of fourteen branches of industry
made in 1960. The survey dealt with wage costs and with the employers’
contribution to marginal benefits expressed in work units, i.e. in hours
for workpeople and in months for salaried staff. Account was taken of
all expenditure borne by the employer as the ILO had recommended at
the time (social aspects of European economic co-operation, Geneva.
1956, page 3). Methods and definitions used in the survey were
worked out jointly with the national experts, with the result that the
degree of comparability achieved is unusually high for international
studies of this kind. - '

The main conclusions are that the geographical factor plays a
less important part in wage costs than the structural factor, ie. that
there is a closer relationship between the costs of the same industry in
different countries than between those of different industries in a single

(1) Not available in English.
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country. In all the Member States, the composition of the labour force,
in particular the proportion of women workers, has a considerable
influence on the level of wage costs. Finally, one of the most signifi-
cant points brought out by the study was that the structure of total
wage costs does not directly affect their level. This is clear, for example
from the fact that in the Netherlands, where overall wage costs stand
at a level practically equal to that of Italy, the wage structure is similar
to that of Germany or of Belgium, while in France, where overall man-
. power costs are relatively high, the breakdown into direct and mdu‘ecr
wage costs shows a structure similar to that of Italy.

The results of this survey, Wthh have so far been studied from"
the point of view of cost prices, are now being resifted for the informa-
tion they give on incomes. Last year, a similar survey was made of eight
other branches of industry and the results are nowi‘ being collated. A
" third and a2 fourth survey are being planned.

VOCATIONAL TRAINING

152, On 3 October 1961, the European Commission referred to the-

Council proposals concerning general principles-for a common policy
on vocational training (Article 128), comprising the establishment of
a Community framework into~which. the Member States’ activities in
this field can be fitted. Thus the Council's decision will commit’ the
‘Member States to taking the measures necessary for the apphcat;on of
the general principles adopted. -

The Commission’s proposals stress that vocational training is
one of the essential factors making for economic and social progress,
which is a fundamental ob ective of the Treaty of Rome.- Trammg will |
enable workers to adapt themselves to the requirements of an expan-
sionary economic policy. ‘Consequently, the common policy on vocational
training must aim at securing for the Community’s economy, with due
regard to population trends, the labour force needed, particularly in
terms of quality, and at adapting workers to technological advances
at the same time promotmo an enrlchment of personahty
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The progressive approximation of standards of vocational train-
ing must equip wotkers with equivalent skills so that they can pursue
their trade in any country of the Community.

Joint financing of training in agriculture, as provided for in
Article 41 of the Treaty, will help to solve the problems involved.

The European Commission has the task of making concrete
proposals to the Council in this field, of taking any other appropriate
steps and of following the course of the work undertaken. It will be
aided by an Advisory Committee for vocational training comprising on
a basis of parity, representatives of Government departments, of em-
ployers’ associations or institutions officially responsible for vocational
training, and of the trade unions. '

The European Commission has suggested to the Council that
the European Parliament should be consulted, although Article 128
lays down obligatory consultation only in the case of the Economic and
Social Committee. At its session of 23 to 25 October 1961, the Council
decided that both institutions should be consulted. They gave a
favourable reception to the proposals on 1 and 30 March 1962 respec-
tively.

With a view to the implementation of these proposals, the
Commission had made several studies of vocational training systems
in the Six and had begun the preparation of an occupational training
glossary (first part: Federal Republic of Germany).

The Commission has concluded an agreement with the Interna-
tional Information and Research Centre on vocational training set up
in Geneva by the Council of Europe and with the International Labout
Organization to take part in their work in 1962.

153, The Commission has submitted to the representatives of the
Member States meeting in the Council a draft decision concerning
measures to encourage the exchange of young workers as part of a
joint scheme. These measures will mark the beginning of the application
of Article 50 of the Treaty; priority has been given to trainees, ie.,
young persons who have already reached certain standirds and who
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wish to go abroad to improve their qualifications. The proposal pro-
vides for the establishment of national advisory committees to assist the
authorities responsible for these exchanges, and for Community finan-
cial aid to supplement expenditure by the Member States and increase
the number of scholarships.

EQUAL PAY FOR MEN AND WOMEN WORKERS

154. The Member States’ representatives meeting in the Council at
its last session of 1961 adopted a resolution under Article 119 for the
gradual introduction of equal pay for women. This decision bears
witness to the Member States’ determination to reach an.agreement
despite real difficulties in this matter.

N A great deal of work had been done before this decision was
taken. In June 1961, a special panel had been set up to examiné the -
extent to which the principle of equality was being applied in each
country, and to make an exact assessment of the actual situation at the
end of the first stage in the six countries (1).

In its report to the Council, the Commission noted that in this
field appreciable changes were taking place and. progress had been
made in certain countries. It also pointed out that progress had been
hampered by the fact that the interpretation set on Article 119 had
not everywhere been the same.

At its session of 16 to 20 October 1961, the European Parliament
approved, at the close of a debate on the gradual introduction of equal
pay for women, the Commission’s interpretation of Article 119; it
" drew the Council’s attention to the importance of this problem and
stressed the point that the time-limit of 1 January 1962 must . be
complied with. :

155. In the resolution adopted on 30 December 1961, the Member
States’ representatives, though fully aware of the value of uniform and

(%) See Chap. VI, sec. 283. '
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harmonious implementation of Article 119 in the six countries, none
the less took the view that the change should be made by stages.

For this purpose, the Member States will set in motion at once,
with due regard to their own systéms of wage settlements, appropriate
procedures, by way of laws, regulations or collective bargaining (made
compulsory), to give effect to the principle of -equal pay for women in
accordance with the following time-table:

2) By 30 June 1962 any difference in wages exceeding 15%, to
be reduced to 15%;

b) By 20 June 1963 any difference in wages exceeding 10%, to be
reduced to 10%; '

¢) By 31 December 1964 all discrimination to be abolished.

The Member States also acknowledge that the implementation®
of the principle is intended to abolish all discrimination based on sex
in the fixing of wages, and a number of practices are quoted which
the Member States have pledged themselves to abolish in accordance
with the same time-table. -

It is understood that the Commission will arrange for consulta-
tion between the Member States if a government reports specific cases
of firms or economic sectors which appear to be placed at a disadvantage
by reasons of discrepancies in men’s and women’s wages.

The Member States have undertaken to co-operate with the Com-
mission in various tasks so as to make possible the fulfilment of the
commitments laid down in the time-table. This clause concerns, in
particular, statistical inquiries into the wage structure, into wages paid
to men and women workers, and the qualitative investigation of methods
of job classification used in the six countries.



CHAPTER IV

' THE COMMUNITY AND THE DEVELOPING COUNTRIES

Th_e Community and the, associated States

156. The past year, the fn:st of mdependence for. the majority of the
African associated States and Madagascar, has been a period of intense
activity in developing the relationship between these countries and the
‘European Economic Community.

The establishment of direct relations between the Governments
of the new States and the Commumty is a testlmony to the desue for
association which these countries expressed in 1960 -on becommg
sovereign States. The problems- of the form which association should
take at the end of 1962 have been studied. Finally, the application
of Part IV.of the Treaty and the present Implementing Convention has
led to many steps being taken which confirm ‘the desire both of the
Six and of the .associated States to continue the association according
to the letter and spmt of the Treaty.

POLITICAL. DEVELOPMENTS.

-

Relations between the Community and the overseas associated States

. : : . v
157.  The last general report gave a list of the first associated States
to accredit representatives to the' Community. At present 14 Afrlcan
States including Madagascar are so represented.

They are, in the chronological order in which they appointed
_ representatives, the Republics of Senegal and Gabon, the Ivory Coast
! ; :



188 EUROPEAN ECONOMIC COMMUNITY

Republic, the Republic of Togo, the Islamic Republic of Mauritania,
the Republics of Somalia, Chad, Niger, the Congo (Leopoldville),-
Madagascar, the Upper Volta and Dahomey, the Central African Repu-
blic and the Federal Republic of Cameroun.

The appointment of these representatives has facilitated the
holding of periodical meetings between the Committee of Permanent
Representatives of the Member States and the representatives of the
associated States, in which the European Commission takes part. Two
meetings took place at this level, in June and November 1961, for the
purpose of preparing business for the first ministerial meeting between
the associated States and the Council. After a broad exchange of views
2 list was drawn up of the questions to be settled under the new form
of association.

In the course of the year the European Commission has held
many discussions with the Ministers of the associated States during
which special problems have been studied. Finally, the European
Commission has convened a number of meetings of experts.

The future system of association

158. One of the Community’s key tasks throughout the year 1961 was
to plan the future system of association, and the progress made augurs
well for the satisfactory conclusion of the work.

The future of the association has been studied by the various
institutions of the Community and by the African States and Madagascar.

759. From the outset the European Parliament, and more especially its
Committee 6n co-operation with the developing countries, has shown its
interest in this matter.

During its session from 8 to 10 May 1961 the European Parlia-
ment held a full debate on the political, economic and social aspects
of the association of overseas States. It adopted a resolution which
emphasized, in particular, “that the association should not form a closed
circle but should endeavour to broaden the framework of co-oper{itiog
between Europe and Africa”; it drew the attention of the Commission



FIFTH GENERAL REPORT — 1962 189

and the Council “to the fmportance which should be attached to a
reorganization of the Development Fund in order to make its operations
more rapid and efficient”. The Parliament believed it essential that
the overseas associated States should have permanent, representatives to
the Community, and that the Community should help' to diversify and
broaden the economic structures of these States. It expressed the wish
that the Community’s financial assistance should be directed more
towards the professional and technical training of personnel, ‘education
and social services. Finally, the Parliament noted that these questions
would be discussed with the African and Malagasy parliamentarians at
the conference arranged for 19 June 1961.

~ This conference took place in Strasbourg from 19 to 24 June
1961. At the European Parliament’s invitation 103 parliamentarians
of the African States and Madagascar were enabled to exchange views
with their colleagues of the six Member States. The European Com-
mission took an active part in the discussions. These centered upon
a number of principles designed to intensify institutional, economic,
commercial and technical co-operation between the Community and the
newly independent associated States.

On the institutional side, the parliamentarians of the associated
States recommended that relations should be established on a basis of
parity, a view which the European parliamentarians shared.

In the economic sphere, the representatives of the Aftican and
Malagasy Parliaments askéd for the retention within the framework
of the Community of gﬁaranteed outlets for certain products such as
the associated States had enjoyed in the former metropolitan countries.

Turning to the question of the Development Fund, the African
and Malagasy parliamentarians were of opinion that the associated
States should help .to finance it and share in its management, and that
the Fund should assist in the various development plans according to
priorities fixed by the African States. .

At its session from 19 to 24 June, the European Parliament
adopted a resolution supporting the recommendations of this Afro-
European conference and urging the Executives and Councils fo take
all steps to achieve these objectives.
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Furthermore the European Parliament proposed to the Council
_that the future system of association should be one of the subjects
discussed at the annual symposium of the Institutions. '

During this symposium, which took place in Strasbourg on
20 and 21 November 1961, the discussion on the association of the
African States and Madagascar ended in agreement on a number of
matters on which resolutions were adopted. The President of the
European Commission made known the Commission’s attitude and wel-
comed the identity of views which existed between the Parliament and
the Commission on this matter.

THE COMMISSION’S MEMORANDUM TO THE COUNCIL

160. On 13 July 1961 the European Commission addressed a memo-
randum to the Council on the future system of association between the
overseas States and the Community. This document was also trans-
mitted to the European Parliament and to the Governments of the
Member States.

In its memorandum the European Commission urged that, subject
to necessary adjustments, the Community should develop the association
in the same spirit as that in which it had originally been conceived,
and went on to suggest certain basic principles for the new system:

4) The association must be foundéd on the voluntary and un-
qualified adherence of all its members and on effective co-operation
between them;

5) No new arrangement would be acceptable unless it offered
the associated States benefits which, taken as a whole, were comparable .
to those of the Implementing Convention at present in force;

¢) The essential aim of the association was to raise the standard
of living of the associated peoples.

The document reviewed the juridical, economic and commercial
and institutional aspects of the association.
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' As the association had been estabhshed for an 1ndef1mte penod,
(Asticle 240) the Commission took the view that the existing agree-
ment"had not lapsed on the accession of the associated overseas coun-
tries to mdependence So long as the Member States had not expressed‘
an unanimous desire to. revise the Treaty, the problem would have to
be dealt with according to its terms and especially those of Part Four.
It was for the Council to determine, before 31 December 1962, the
arrangements to be made for the future system of association, buf the
position adopted would commit only, the Council; it would provide
the substance of an offer to'be made to the overseas States. The new
ties of association which, as.they required the approval of the associated
countries, would ‘establish a contractual relationship between them and .

. the Community, would be based partly on Article 136 and pattly on
 Article 238.

The particulars of the- implementation for a further period of
Part Four of the Treaty would be governed by agreements between
the Commumty and the associated States acting jointly or severally.

As to the economic and commercial aspects, the system of trade
to be established would remain substantlally that set out in Part Four
' of the Treaty

Products exported by the assoc1ated countries would be exempt
from customs tariffs in the Member States: the tariff reductions would’
be made in step with those for intra-Community trade; in.the same
way the exports of the Member States would enter the associated States
without discrimination as to country of origin. Customs duties and

- charges having equivalent effect would be abolished on 1 January 1965.

Quantltatlve restrictions would be abolished by 1 ]anuary 1963.

The Community and the overseas associated States would decide
their respective commercial policies and external tariffs.

A number of measures would be’ adopted to benefxt tropical
products: loans would be made to tide over temporary difficulties; the
European Commission would take part in the international agreements
regulating prices, and direct assistance would be given (especially for
coffee, bananas and cotton). The funds that ‘became available -would
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be credited to special accounts for each product. A common production
fund with an annual income of $25 million would be established, to
which .the associated States and the Six would contribute; its object
would be to help in diversifying the economy and especially in making
agriculture viable without outside support. -

The Commission’s message proposed various measures to promote
trade in and consumption of tropical products. Thus the level of the
common customs tariff on cocoa would, from 1 January 1965, be fixed
at 4.5% ad valorem, at 8% for unroasted coffee and at 10% for
bananas. Finally, the excise duty on coffee and cocoa would be reduced
by 50% on 1 January 1963 and abolished by 1 January 1965.

The Commission raised in this message the question whether in
principle the Community could not broaden the assistance given through
the European Development Fund by making its methods more elastic so
that its operations may correspond more closely with the multiplicity of
situations and problems: Planning, private investment and public invest-
ment were three fields in which the Community should assist the
" development of these countries.

In the matter of technical co-operation the European Community
proposed an annual expenditure of $25 million on the training of
specialists and also the assignment of experts to the associated countries
where required for their investment projects; finally a joint develop-
ment institute could set up teams able to work in a number of spheres
and could assist in the training of qualified personnel.

"“The Commission’s memorandum recommended the establishment
of machinery for the functioning of the Executive, for settling any
matters in dispute and for the necessary inter-parliamentary co-operation.
The policy-making body of the association would be a joint Council
of Ministers, composed of an equal number of representatives of the
Community and of the associated States, whose decisions would be
taken by unanimous vote. Under the authority of the Council an
Association Committee, composed on a basis of parity, would supervise
the working of the association.
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Bv submitting this document, which has been used extensively
as a basis for discussion, the Commission has played an active ‘part in
the negotiations. Though certain Member' States put forward other
suggestions or proposals, the European Commission's memorandum has
greatly contributed to the reconciling of points of - v1ew——1n which there
was already a substantial measure of agreement.

Start of the negotiations

161, . The first meeting between the Council of the Community and

Ministers from .the African countries and"Madagthear took place’ in
Paris on 6 and 7 December 1961, with the European Commission taking
part. Its aim was to define in clear terms the prmaples andobjects of
the new Association Convention. _

~ The representative of Madagaecar, expressing the general view,
said that the association.was a political organism and that “it would be
unreal and dangerous to obscure this profound truth by the technicalities

of economic machinery; it is political because it confirms and fortifies

our ties with Europe and because economic development is the most
imperative political need of the associated countries”.

The meeting approved a document settmg out the principles and
aims of the new convention of association. This states that the associa-
tion is based on a mutual desire for co-operation freely expressed by

“sovereign States, negotiating on a footing.of, complete equality; its aims

are the expansion of co-operation and trade, the diversification of the
economy, the industrialization of the associated States and the strength-
ening of both their economic mdependence and of inter-African trade.
The new convention would take the form of a standard agreement

" capable of adaptatlon to which protocols would be attached. Its dura-‘

tion would be 5 to 7 years,

The Paris meeting dréw up a procedure and time-table for the -
negotiations, and it provided for the formation of a steering committee -
and three working pames to deal with institutional ‘and administrative
matters, financial and technical co-operation, and trade and sale of goods

respectively (this last bemg broken up into sub-groups for each product).

s
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The steering committee, which is responsible for organizing and
co-ordinating the activities of these working parties has held two
meetings.

The Working Party on trade has begun a study of the pattern
of trade in and marketing of a score of tropical products. With the
help of statistical data it has already succeeded in working out methods
for seeking practical solutions in a co-operative spitit. :

The Working Party on technical and financial co-operation has
studied problems connected with the European Development Fund,
and especially the diversification of its operations (grants, loans, guaran-
tees, etc.)

It has also studied the financial aspects of the system of trade
and problems of technical co-operation in the training of qualified
personnel.

Finally, as regards measures to encourage private investment,
the Working Party has received copies of the investment codes already
in force in nine of the associated States.

The Working Party on institutions and administration will meet
shortly.

The structure of the steering committee and the working parties
_is such as to ensure the widest co-operation between the Six and the
- associated States and an equal footing for all parties to the discussions.
The overseas States and the Member States will fill the offices of
chairman and rapporteur in rotation. On the Community’s side the
Member State presiding over the Council provides the chairman of the
steering committee, while a rapporteur representing the whole group
of African States including Madagascar replaces the chairman in his
absence. The chairman of the three working parties act as advisers to
the steering committee. The European Commission acts as the spokes-
man of the Six in the working parties.

162. ‘The second meeting at ministerial level between the African
States and Madagascar and the Community took place on 9 and
10 April 1962 with the representative of France in the chair; the
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sixteen associated States took part as well as the Kingdom of Burundi
and the Republic of Rwanda. After discussing various questions intro-
duced by the rapporteur (the Senegalese Governments' representative
to the European Community), and noting the results of the work of
the steering committee and the working parties, the meeting agreed on
the main provisions to be included in a new Implementing Convention
valid for a period of five years. A -

As regards the system of trade, the Ministers retained, subject
to a number of adjustments, the system based on Part Four of the
Treaty. On 1 January 1963 customs duties will be abolished on a num-
ber of tropical products imported from the associated States, and at the
same time these products will become subject to the common external
tariff reduced by a percentage to be determined and accompanied by
compensatory measures. Steps will be taken to enable exporters of
coffee and bananas to find outlets in the Community markets equivalent
to their existing outlets. The Community and the associated States
‘will be able to have recourse to safeguard clauses (tariffs and quotas
to assist the industries of the associated States). The protocol concern-
ing tariff quotas for unroasted coffee and bananas will be reviewed as
well as measures benefiting certain products. Discussions will -be held
between the Community and the associated States for appropriate action
on outlets and _matkéting for tropical products; account will have to be
taken of the interests of the associated States where their products meet
with competition from similar products of European agriculture.

In the sphere‘of economic and financial co-operation, the Ministers
agreed that for the time being the existing Development Fund should
continue to be drawn upon until entirely expended. In the future, after
consultation with the associated States, the Member States will fix a
ceiling for the Fund'’s resources and allocate them among the associated
States on the basis of objective criteria. A decision will be taken on
the new endowment of the Fund for the period of the new Convention
and on ways in which the Community’s financial assistance will be
diversified.

In the fields of structural policy and investment, grants and
loans will be made on special terms for purposes of economic and social
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infrastructure and for productive schemes of general interest. Help
will be given in strengthening economic structures and diversifying
production. Ordinary loans will be made for viable pro]ects with
provision for interest rate subsidies.

Assistance will be given to the associated States in palliating
temporary price fluctuations through existing or newly-created machinery
“for price stabilization.

Investment schemes will be preceded, accompanied and followed
up by technical co-operation; the scholarship and training programme
will be continued and enlarged.

Efforts will be made to fit the production of the associated
States to command a better matket; finally, means will be sought of
attracting private capital, ’

The next meeting of Ministers will take place on 20 and 21
June 1962.

'THE ASSOCIATION OF THE NETHERLANDS ANTILLES AND SURINAM

163. ‘The Netherlands has submitted requests for the association with
the Community of the Netherlands Antilles (20 July 1960) and Surinam
(7 June 1961).

Agreement was reached that these two territories should be
included in Annex Four to the Treaty, which with the Implementing
Convention, will consequently be applied to them. For Surinam a
“belated ratification procedure” has been adopted by which the Govern.
ment of the Netherlands, after ratification by the Netherlands Parlia-
ment, will notify the Community of the addition of this territory to
the Protocol to the Treaty concerning the non-European parts of the
Kingdom of the Netherlands.

In the case of the Antilles, the Treaty will be revised to include
a Protocol concerning the Community’s imports of petroleum from this
area, which will be annexed to the Treaty and have the same legal
force. .
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The procedure for rev1smg the Treaty will be set in motion after '
. discussions on the draft agreemlent between the Netherlands Govern- .
ment and the Government of the Netherlands Antilles. The Council
will then consult the Furopean Parliament, and after it has given its
approval the permanent representatives of the Governments of the
Member States will draft the alterations required in the Treaty in order
to apply to.the Netherlands Antzlles the special system -of association
* laid down in Part Four.

TRADE DEVELOPMENT POLICY

164. The six countries of the Community and the associated States
have continued to apply during 1961 ‘the tariff and quota measures
provided for in the Treaty and the Implementing Convention.

" The Member States extended to their imports from the associated
States, on 1 January 1962, the third reductxon of customs duties apphed
in intra-Community trade.

Thus on 1 January 1962 the tariff reductlons in force on the
"-1mports of the Six from the associated countries were as follows: 40%
on non-agricultural products, 35% on non-liberalized agricultural pro-
-ducts and 30% on liberalized agricultural products. -

The first steps towards alignment on the common customs tariff
and the advent of the second stage of the Treaty, on 1 January 1962,
“have the effect of giving the. products of the associated States a
preference in some Member. States and increasing it in others where
it already existed.” However, they also involved the putting into
effect on the same date of the two protocols concerning the importation
© of bananas into Germany and of unroasted coffee into Italy and the
Benelux countries. Finally, the European Commission, in pursuance
of Article 35 of the Treaty, has granted to a number of Member States,
after consultation with them, tariff quotas for other products (in
particular tropical woods and tea).

Three of the associated States (Ivory Coast, Dahomey and nger)
have  independently reduced for the benefit of the Community their
discriminatory import duties by an additional 10%”°
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As regards quotas, when the Member States put into effect the
fourth increase of 20% in their global quotas, those for the tropical
products of the associated countries were increased by 10 or 15%
depending on whether the products came under paragraph 1 or para-
graph 2 of Article 33 of the Treaty. These measures only affect imports
into France from those of the associated countries which do not belong
to the franc area, since France is the only Member State applying to
tropical products quantitative restrictions which are not applicable to
the associated countries of the franc area.

Apart from tropical products, there remains the problem of
~ agricultural products which are subject to a market organization in the
Member States of the Community and of which the associated countries
are exporters, such as sugar, rice and oleaginous products. So far no
quotas for these products have been allocated to the associated States
and territories. This question is bound up with the implementation of
the Council’s regulations and decisions on a common agricultural
policy.

. EFFECTS ON TRADE; ACTIVITY OF OTHER BODIES

165. ‘The available statistics for the first quarter of 1961 show that
the favourable trend in trade between the associated countries and the
Community already noted in 1960 appears to have continued. The
value of the Community’s imports from the associated countries rose
by 6% over that for the first quarter of 1960, which was 3% above
that of 1959. The Community’s exports to the associated countries
increased by 119% in the first quarter of 1961 over those for 1960,
which had been 139 above those of 1959.

It may be hoped that this upward trend which is still on a
modest scale will gain momentum if the proposals on trade which the
European Commission has submitted to the Council and to the govern-
ments with a view to the new convention of association are adopted and
put into effect. '

However, the Commission is aware that future developmentS
depend very largely on the solution of world-wide problems of market
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organization for certain tropical products. Obviously stabilizing meas-
ures applied on a world-wide scale will lighten the task of establishing
thé systems advocated for the narrower framework of the associa-
tion of the overseas countries with the European Community. Hence
the attendance of Community observers at the Accra Conference on
cocoa market organized in.April 1961 by the FAO study group, and
at a meeting in Washington in September of the International Coffee
_Study Group. "

RIGHT OF ESTABLISHMENT

166. A number of the associated States have informed the European
Commission of their intention of removing all discrimination between |
nationals or companies of the different Member States, in accordance
with the directives laid down by the Council on 23 November 1959 in
pursuance of Article 8 of the Implementing Convention.

Some problems remain in applying these directives within the
time-limit set; these arise from bilateral agreements, and from adminis-
trative changes in the associated countries on their accession to inde.
pendence.

The Commission believes that .implementation of the right of
establishment would be an incentive to investment in the associated
countries where it is most needed. It is therefore keeping a watchful
eye on the execution of the directives of 1959.

. THE EUROPEAN DEVELOPMENT FUND )

General balance sheet at 30 April 1962

167. Up to 30 April 1962, the associated countries and territories had
submitted 640 projects to the Commission involving expenditure of
over 1 000 million units of account; of these, 252 projects (320 million

(1) See the statistical tables on the operations of the European Development Fund
at the end of this Chapter.
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units of account) had been- rejected or were withdrawn, and 257 projects
(over 300 million units of account) had been approved by the com-
petent authorities (Commission-and Council).

1t is not without interest to compare the commitments approved
by the Commission and the Council up to 31 December 1961 with the
allocation of expenditure from the Fund for the first four years as set
out in Annex B to the Implementing Convention.

. ‘TABLE No. 6
Overseas countries Credits provided for
and territories which in Annex B of the Commitments provisionally
have or had special Implementing Convention authorized (u.a.)
relations with : (u.a.)
Belgium 18 450 000 12 509 000 or 67.8 %
France 314 418 000 220 630 000 or 70.2 %
Italy . 3075000 4760000 or 154.8 %
Netherlands 21 525 000 12 487 000 or 58.0 %
TOTAL 357 468 000 250 386000 or 70.0 %

168. If 12 projects (26498 000 units of account), the examination of
which was completed in December 1961 and which on 1 January 1962
were awaiting the approval of the Commission or the Council, are
included, the figure of 70% becomes 77.6%.

The shortfall (22.4%) of the total of commitments or proposed
commitments on the allocations laid down in Annex B is explained by
the need for sound administration. There must be 2 reserve to meet
possible differences between provisional commitments and the cost of
contracts awarded as well as deficits that may arise from price increases.
The above figures show that the initial delay in committing the Fund’s
resources has been made up.

169. The breakdown into social and economic projects approved was
at 30 April 1962 as follows:
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a) 144 social pro jects to a total of 128 mrlhon umts of account ‘

) Education and’ vocatronaul trammg o . 17.1%
Public Health = = . LT ' 12.1%
f\Watersupply ST T 8%
-Mumcnpal administration - and town planmng S 2.7%
Surveys and studres _ o . 45% .
g Mrsce[laneous " ’ . o 29

Totalf“42.3% 4

5) 107 "economic proje jects to i total of 175 mxlhon units. of

account: -
Transport and, commumcatrons L - 404%
- Agriculture and stock-raising C L 17.1% -
Surveys. and studies T BT 0.2%

S b eéc{ ing P p\z"he'/in'nd ’s 'v_a perrztranr

- 170. The Commrssron 5 efforts made in co- operatron wrth the Govem-

ments of the overseas countries and terrrtorres ‘to’ intensify the Funds
operatlons are reercted in the following frgures ' '

Of the total provisional commr‘trrrents, 14% were undértakén in 1959,

" 26% in 1960, 44% in 1961-and 16% in. the first four months of 1962;

Of the total financial conventions signed, 4% in value were signed in
1959, 25% in 1960, 55% in 1961 and: 16% in the frrst four months of

1962,

Of the total amount of fenders invited, 1% fell n 1959, 30% in 1960
49% in 1961 and 209% in the first four months of 1962 ’

Finally, of contracts let: 1% in 1959, 3% in 1960, 70% in 1961 and
26% in the first four months of 1962. .

The Commission’s provrsronal commitments amounted to 132 mul-
lion units of account for the year 1961 alone (the overall allocation laid
down for the fourth year in Annex B of the Conventron was 131 mrl-

-
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lion units of account), and to 50 million units of account for the first
four months of 1962. This was effected by 1mpr0vements in internal
- procedure. : +

A

In order to facilitate the preparation of files for the projects to
be submitted, the Council has authorized the expenditure of up to
3 million units of account from the Fund to finance surveys by the
associated countries. A certain flexibility has, moreover, been intro-
duced. '

Thus projects are examined, approved and carried out more
.expeditiously and the Fund may now be said to be operating satis-
factorily.

CO-OPERATION WITH THE ASSOCIATED STATES IN MAKING STUDIES
AND IN TRAINING SCHEMES

171. The European Commission continues to.co-operate in these fields.
_ Although its activities can as yet be only on a modest scale, the Com-
mission believes that this is one of its most important tasks, because
it demonstrates the human aspect of the association and because the
need for it is felt both by the authorities in the associated countries and
by res[;onsible quarters in the European Community.

Studies undertaken on the problems of the associated States

172. The studies not financed byv.thej Fund but from the ‘ordinary
budget are of two kinds:

a) Expest opinions and investigations: hydrological and geologi-
cal surveys, studies on rice growing, stock-raising and on numerous
projects submitted to the European Development Fund.

b) General or regional studies, for example the importation,
processing'and consumption of coffee, cocoa and bananas in the member
- countries; soil conservation and re-afforestation; standardization in
low-cost building; a macro-economic planning model for the develop-
ment of the associated countries, etc. ' '

/‘ ' ~
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Training for nationals of the associated States: scholarship schemes

' 173. The scholarship programme: the interest shown by the Governments
of the associated States in the first scholarship programme for the academic
year 1960-61 led the European Commission, anxious to meet their needs
on a larger scale, to offer a large number of scholarshlp

For 1961-62 350 scholarships were awarded, as against 70 in
the previous year. Applications are centralized in each country and
submitted to the Commission through the Governments.

They provide for a year's study or training course 'in one of
three fields: economics and finance (university and secondaty school
levels); = agriculture (advanced, intermediate and elementary levels);
~-and technical work (all branches and levels), the method here being
training within industry.

The Commission has made a selection of -educational and training
establishments in the six countries. to which scholarship-holders can
best be sent. It has also asked specialized bodies in some countries to
supervxse on a permanent basis the courses of study or training and
arrangements for residence. An attempt has Been made, despite diffi-
culties of language and teaching method to distribute scholarship-hol-
ders as equally as possible among the Member States. Rapid and
practical language courses have been arranged for fellows whose mother
tongue is French and who are assigned for training to non-French
speaking countries.

174.  The Commission has approved the scholarship programme for
the academic year 1962-63 and has submitted it to the Council. It is
on the same lines as those of previous years, but the number of awards
has been increased from 300 to 1000. In response to the repeated
requests of the Governments of the associated States, applications may
now be put forward for women to study establishments providing more
especially for women students.

Scholarship-holders may also be placed in centres or establish-
ments in the associated States.
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175. The programme for trainees: the training programme for young
civil servants of the associated countries in the Commission’s work has
been enlarged. The first (from 1 October 1960 to 30 June 1961)
in which 12 trainees took part included several study tours in the
. Member States of the European Community and they attended the
Conference of European, African and Malagasy parliamentarians at
Strasbourg from 19 to 24 June 1961. :

After this first programme, the European Commission decided,
in order to provide for a larger number of trainees, to shorten the
training periods and hold two in each academic year; the first period
now runs from 1 October to 31 January, and the second from 1 March
to 30 June. The Commission plans to have 12 civil servants for training
in each period, i.e. 24 a year. The first of these programmes ended on
31 January and the second is in progress.

INCREASE IN DIRECT CONTACTS, MEETINGS AND SYMPOSIA

176. The number of meetings arranged by the European Commission
has increased -during the last year. Over 1500 nationals of .the
associated countries and territories: in different walks of life -have
attended lectures on. problems connected with the association of their
countries with the European Economic Community and have had an
opportunity of discussing them with the Commission’s officials. There
have been about 30 meetings of this kind, including 8 of officials and
leaders of co-operative organizations, 5 of students, 2 of journalists, one
of teachers. Finally, 2 meeting was arranged for African and Malagasy
women from various circles.

Since the beginning of 1961 these meetings, which are now on
the lines of short information courses, are no longer held in Brussels
but in each of the six countries and are generally arranged in connec-
tion with study tours designed to enable the participants to see some-
thing of industrial development, agriculture or social work in different
areas of the Member States.

At the invitation of the European Commission, African trade
unionists have had discussions in Brussels on problems of the association
of overseas States with the European Economic Community.
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There have also been direct contacts between the Commission
and representatives of leading circles in the associated countries during
various congresses and conferences on development problems, as for
instance the meeting at Bari (7 to 9 October 1961) arranged by the
Italian Government and the General Federation of ltalian Industry in
connection with the Levant [Fair.

7
- .- General development activities

177.  The steps taken by the European Economic Community to deal
with the problems of the developing countries are not confined to the
associated States. The Community is.endeavouring to lmake its own
contribution to the world-wide effort recently undertaken to. co-ordinate
aid to developing countries, and to .work out the basis of 2 Community
policy. It is engaged, independently or in collaboration with other
organizations, in preparatory studies on the various methods of helpiﬁg
the developing countries: by technical co-operation, financial aid and
the stabilization of markets. - '

LS

' THE COMMUNITY'S OWN OPERATIONS

Co-ordination of technical assistance

rs

178. The Technical Assistance Group for the developing countries . -
_set up by the Council on 19 October 1961 (*) held four meetings
in 1961-1962. Its function is to co-ordinate the technical assistance
operations of the Member States and the European Commission in the
:developing countries as a whole.

~ The Group has made arrangements for the exchange of technical
assistannce information: on the proposal -of the Commission, it has
dfawn up two documents listing the services available for study and.
research and for the training of experts. A catalogue of the Member
States’ programmes and technical assistance operations in Latin

(1) See Fourth General Report, Chap. III, sec. 179.
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American countries is also to be prepared. The Group has studied an
important joint project, a campaign against rinderpest in the Lake
Chad basin, which covers areas belonging to four States—Niger,
Cameroun, Chad and Nigeria. This campaign which has necessitated
the recruitment of numerous experts from the member countries, has
been financed by the European Development Fund to a total of
1 972 000 units of account.

Proposed Joint Development Institute

179. A report on the dcvelopmetit institute which it is proposed
should be set up jointly by the three European Executives was submitted
to the Council by the Commission on 8 January 1962. The Councils
had asked the Commission of EEC and the ECSC on 19 October 1960
to draw up an inventory of the facilities for technical co-operation
in the Member States and to put forward detailed suggestions for the
establishment of a development institute.

A draft decision, attached to the report submitted to the Coun-
cil, proposes to the overseas associated States that a Joint Development
Institute should be established on 1 January 1962 when the association
of the overseas States is renewed. The Institute would be administered
on a basis of strict parity, its controlling bodies being composed of
an equal number of representatives of the Member States of the
Community and the overseas associated States.

'If set up on these lines, the Joint Development Institute could
play a vital part in putting into effect the technical co-operation policies
of the three European Communities and the developing countries.
Working in collaboration with similar organizations, its services would
be available on request to anyone, without exception, in the spheres
of study and training, in which the practical needs of the developing
countries are immense and far from satisfied. The institute would
develop a closely knit network of correspondents consisting of the
specialized institutes and centres of study and training in the Member
States. '
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Co-ordination of policies on exports credit insurance,
guarantees and financial credits

180. The group to co-ordinate policies for export credit insurance,
guarantees and financial credits, set up by the Council on 27 Septem-
ber 1960 (*) has continued its work in three main fields:

4) Development of close collaboration between the authorities
responsible for guarantees and financial credits which exceed those of
the International Unién of Credit Insurers at Berne;

) Harmonization of the terms of export credit insurance;

¢) Study of ways and means of encouraging private finance
houses to increase their credits to the déveloping countries.

In the first of these fields the Group has outlined procedure
for obligatory consultation before a government or government-con-
trolled body gives guarantees connected with the supply of goods, if
the period of credit proposed is more than five years. This system
has been in operation since July 1961 and will enable the Member
States to harmonize their credit policies on the supply of capital goods
to the developing countries and will avoid anarch1c competition on
the markets of third countries.

‘As regards harmonizing the terms of export credit insurance,
- agreements have been, or are being, concluded on a number of prdblems
such as the insurance of sub-contracts, joint insurance, the definitionA
-of risks covered and insuranced for work done abroad. These have
shown the desirability of arriving at a general agréement on the various
methods and procedures for export credit insurance. A standard agree-
ment has been suggested which could be used for operations which
. are the same in a2 number of countries.

Thirdly, as to the possibility of private finance houses playing
a larger part in providing medium- and long-term credits to the
developing countries, the Group discussed whether they might not

(1) See Fourth General Report, Chap, 111, sec. 180.
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operate in conjunction with the European Investment Bank, which
could offer facilities for re-financing as part of its current investments
of liquid funds. i

COMMUNITY PARTICIPATION IN INTERNATIONAL ACTIVITIES
BEARING ON DEVELOPMENT PROBLEMS

_ EEC contribution to the solution of problems of trade in commodities

181. The Community has supported the world-wide efforts being
made in this field and has made a number of studies on the regulation
of the markets for commodities and semi-processed products. Although
the Community is the world’s chief importer of raw materials, it is
not itself in a position to find a solution to this problem, which needs
the effective co-operation of the main industrialized countries and more
especially of the United ‘States, quite apart from long-term solutions
which are being worked out through the international organizations
set up for the purpose. The European Commission is considering short-
and medium-term measures to promote imports into the Community
of commodities and semi-processed products.

The Commission took part in the ministerial meeting on the
promotlon of trade with the developing countries, held in Geneva
during the 19th session of GATT, and fully supported its recommenda-
tions concerning international action.

In international trade in commodities the quantities involved
and also the price fluctuations are much greater than in the case
of finished products. Furthermore trade in 2 number of commodities
has not developed so rapidly as that in finished products; only an
increase in world demand, to which the Community has made a con-
siderable contribution; has at 'any rate prevented an even greater fall .
in prices. ' _ o

This trend in international trade in commodities has weakened
the economic position of many developing countries whose economic
expansion largely depends on the foreign exchange they earn from
such trade. Obviously this situation must be changed and here a special
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. . .
responsibility devolves upon the Commumty as a large consumer of
commodities.

There are difficulties in reconciling the commercial policies of

the six Member States in this sector, although they dlsplay an identity
" of views on commodities such as wheat and sugar, for Wthl’l they are
partles to international agreements )

The problem of stabilizing commodity prices has been studied
by the international organizations; which have put forward new pro-
posals, in particular, the international study groups on coffee and
‘cocoa have ~prepared first drafts of long-term agreements.

-

The most promising fxeld for Community action.is certainly the
coffee trade. As the Latin American countries were anxious fo have
the Community, as the world’s second largest cbdsumef of coffee,
take part in the work of the Washington study group, the Commission
was invited to send representatives to.tweo meetings “(January and
September 1961). ,
) A new agreement on tin has replaced the old international "
‘agreement. On the other hand, the United Nations Conference
on.the revision of the international sugar agreement failed in its
object and the provisions of the agreement for the stabilization of
'Athe sugar market have had to be suspended. ! 2

» The Community has carefully followed all these deve!opments
It sent an observer to the ninth session of the Commission on Inter- .’
national Commodity Trade (CICT) as well as to the meetings of the
FAO Commodities Committee, the Third Committee of GATT, the
International Working Party on Lead and Zinc,"the FAO International
Working Party on Cocoa and the Internatlonal Wheat Council and'
‘Sugar Councd : :

The Commlmz'ty.’J contribution
to the work of the Development Assistance Group
-and of the Development Aid Committee. of OECD
182. The Commission took part in the meeting of the Development
Assistance Group (DAG) in Tokyo from 11 to 13 July 1961, the last
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before the entry into force of the new OECD Convention. The meeting
discussed the steps taken by the members of DAG to attract private
capital to the developing countries, and the International Bank for
Reconstruction and Development was asked to study the possibility
of an international system of guarantees for such private investment.

As from October 1961 the Development Aid Committee of the
new Organization for Economic Co-operation and Development has
followed up this work and is studying procedure for an annual review
of the aid policies of its members. A resolution of the Committee
provides that, on the basis of a report by the Secretariat and a question- .
naire prepared by the Secretariat assisted by three members of the
Committee, each member country shall agree to a quantitative and
qualitative assessment being made of the aid it has provided, determining
whether the effort made is commensurate with its potentialities and
with the needs of the recipient countries. '

The Committee has held a meeting on problems of assistance to
" Latin America. Representatives of the Organization of American States,
the Inter-American Development Bank, the International Bank and the
United States Government presented in broad outline the programmes
drawn up at Punta del Este.

The Committee has set up a Working Party on Technical Co-
operation, which has held two meetings in 1961. It has studied and
compared administrative arrangements on the national level for planning
and implementing technical assistance programmes.

Co-operation with other organizations

183. Finally, the European Commission has taken an active part in
the work of international organizations dealing with the problem of
under-development.

It invited officials of the Economic Commission for Africa (ECA)
to a meeting of experts charged with studying the establishment of a
macro-economic planning model for the developing countries-in Africa
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The Eufopean Commission took part in the session of the
United Nations Economic Commission for Latin America in May 1961
and also in the third session of its Trade Committee. It sent observers
to the sixth session of the Unitéd Nations Food and Agriculture
Organization (FAO) in November 1961 which discussed regional
schemes for economic integration in the world and its consequences
for production of and trade in agricultural products. The Commission
is at present studying ways in which the Communities may play a part
in the FAO world food campaign.

The EEC making a larger contribution to the work of the
Commission for Technical Co-operation in Africa south of the Sahara
(CCTA). It is regularly invited to take part in technical meétings called
by CCTA, and was for example represented at the sixth Inter-African
Labour Conference (April 1961) and at a meeting of experts on
rmderpest (May 1961), etc.

' The European Commission also took part in the fourty-fifth
International Labour Conference (ILO), which dealt especially with the
role of the ILO in promoting the economic expansmn and social progréss
of the developing countries.
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CHAPTER V
EXTERNAL RELATIONS

- Intra-European. proBlems

APPLICATIONS OF THE UNITED .KINGDOM, DENMARK AND IRELAND
FOR ACCESSION TO EEC,

184. Drawing the conclusions from the trend of intra-Community
relations in 1960-61, the Fourth General Report noted that the progress
achieved in the field of trade had contributed to an easing of the
general situation. The value of Community imports from all EFTA
countries was up 25 % in 1960 over 1958, while the rise in imports
" from the United Kingdom was 32 %. Thus the expansion of the Six
proved to be a factor contributing to the prosperity of European non-
member countries. The disturbances feared in the pattern of trade did
not occur or were more than offset by the way in which the external
trade of the Six developed. Despite the establishment of EFTA the
relative importance of the Community in the external trade of the
Seven was maintained. In many cases it even increased in 1961-62..

It 'was against this economic background that Ireland, Great
Britain and Denmark made their applications for membership of EEC.
These applications were the outstanding event in intra-European relations
‘in 1961-62.

On 9 August 1961, the Prime Minister of the United Kingdom
of Great Britain and Northern Ireland, Mr Macmillan, addressed to
‘the current President of the Céuncil a letter expressing the wish of
Her Majesty’s Government “to open negotiations with a view to acceding
to the Treaty of Rome under ‘the terms of Article 237",
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The British Prime Minister’s letter requested ‘that account be
taken of Great Britain’s special relations with the Commonwealth as
well as of the essential interests of British agriculture and of Great
Britain’s relations with the other member countries of the European
Free Trade Association.

On 10 August M. Otto Krag, Minister for Foreign Affairs of
Denmark, submitted to EEC his country’s application for membership.

Mr Lemass, Prime Minister of the Irish Republic, had already
sent a similar letter to the. President of the EEC Council on 31 July.

From ihe Enropean Association to the British decision

185. These applications are an important event in the history of the
“Community, opening new prospects for it but posing, at the same time,
delicate problems; they marked a new stage in the development of
the Community’s relations with Great Britain and the other EFTA
countries. : - ~ ‘

~

The Third and Fourth General Reports gave an account of the
long and difficult negotiations which from the outset confronted the
European Economic Community in connection with the scheme for a
European Economic Association. However, as early as the autumn of
1960, unofficial contacts were being established by Great Britain with

.the different Governments of the Six with a view to exploring the
possibilities and prospects of a policy aimed at British membership
of the Community. '

On several occasions the European Commission recalled the open
character of the Community and at the same time stated how it inter-
preted the concent of accession under the terms of Article 237. The
- Commission considers that such accession necessarily implies acceptance
of the arrangements made to implement the Treaty.

In the Commission’s opinion the “adjustments” mentioned in
Article 237 can only be those with the admission of one ot more
new members itself makes necessary (apportionment) of the various
financial burdens, institutional adjustments, etc.).



:'.  FIFTH GENERAL REPORT — 1962 : » 217
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186. On 31 July. 1961 Mt Macml]lan mformed the House’ of Commons
" of~ hlS Govemments intention to open negotiations . for \accessmn to” .
" the Treaty of Rome. .When informed of the Prime Minister’s statement
‘the European Commission expressed its “hvely satisfaction with what
it considered- a: turning. point in post-wir Buropean politics”.” The
Commlssmn regarded this statement as ‘a- fresh recognition of - the
,economic and political value of the work of mtegratlon undertaken
since '1950. Without underestlmatmg the difficulties, the' Commission
~declared its determination. to contrlbute actively to a positive. solution-
of the problems 1molved . s w '

‘ In his reply to, the Brmsh Prime Mmlster the Prestdent of the
EEC Counc11 said that the aceession -of the United- ngdom would
constitute a decisive step’ towards that closer. union among the European
peoples whlch -was- the common’ aifm -of the United ngdom and of

the Member States of the Commumty

On" the same day as ‘Mr Macmillan ’spoke in the House of
Commons, the seven EFTA. States issued a joint statement in which
“they. expressed their belief that the British decision would strengthen
European solldarlty and considered it the duty of all countries con-
cerned not to neglect this new opportunity, On 2 August 1961, the
President of the EFTA Counc1l of Ministers followed " this. up byv

informing the EEC Council” that the Member ‘States of the Assocxahon( .

‘hoped to- create a single European market-with the Commumty through
membership or association. .

The preparations for the negotiations

187. Fol[owmg the procedurer laid down “in Artlcle 237 the Councd

requested -the European Commission to give ‘an. OPIHIOH on each appli-

cation for membership. The Commission indicated in its replies that
. it would ‘welcome an early opening of the negotiations, adding,
however, that since the negotiations would bear upon a number of
problems of interest to the Community the Commission would express

. its -views on them as’ the negotlatxons proceeded . '
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At its session of 25 - 27 September 1961, the Council came
to the conclusion that in the negotiation’s with Great Britain the
Community States should present a common point, of view. The

' Governments of the six Member States agreed that the Commission

should take part in the conference as counsellor of the Six with the
right to speak. The Commission was also to part1c1pate fully in the work
of co-ordination between the Six.

‘ The associated Aftican States and Madagascar, as well as Greece,
were informed of the British, Danish and Irish moves.

- NEGOTIATIONS WITH GREAT BRITAIN

The opening stages

188. - The Ministe:rs of the Six have to date held five meetings with
United Kingdom representatives, and work is going ahead at deputy and
expert group level. The first imeeting at ministerial level between
the six Governments and the Commission on one hand and the Govern-
ment of the United Kingdom on the other was held " in Paris on
10 October 1961. Mr Heath, Lord Privy Seal and head of the British
delegation, made an important statement. He stressed that the applica-
tion for membership represented ‘a major decision for his country and
denoted Great Britain’s will to become a full, whole-hearted and active
member of the Community. A larger European unity had become
essential in a world marked by such concentrations of political and
economic power. The “remarkable success” of the Community,
Mr Heath added, and the strides which it had made towards unity
in both political and economic fields were also a factor determining
the British decision.

Mr Heath stated that the British Government was ready fully
to subscribe to the aims of the Treaty of Rome and in particular - to
accept without quahﬁcatxon the objectives laid down in Articles 2 and 3
of the Treaty, including the elimination of internal tariffs, 2 common
- customs tariff, 2 common commercial policy and a common agricultural
policy. Great Britain also accepted the institutions established, saw
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no need for any amendments to the text of the Treaty and thought it
should be possible to deal with special problems by means of protocols.

The British delegation accepted the structure of the present EEC
tariff as the basis of the common tariff of the enlarged Community.
Great Britain was prepared to carry out in a smgle operation the same
cuts in tariffs as had already been made between the Member States.

M: Heath informed the Ministers of the Six that the British
Government intended to apply for membership of ECSC and
Euratom (*). The British delegate also stated that hé whole-heartedly
shared the political and other objectives proclaimed in the declaration
of the heads of State and of Govemment who had met in Bonn
on 18 July 1961.

Turning to the main problems arising in the accession of the
United Kingdom, Mr Heath first alluded to the tariff preferences
-granted to Commonwealth imports on the British market. Satisfactory
arrangements would have to be worked out, he said, to protect the
essential interests of the Commonwealth countries.

The less developed Commonwealth countries and the territories .
still dependent would have to be able to compete on the European
market on level terms with other exporters of similar products. The an-
swer to the problems of many of these countries and territories might be
association with the Community. Tropical products would give rise to
difficulties if some form of association were not established. In this case
it would be necessary to choose between the' free entry granted to
non-associated Commonwealth countries or to fix the common tariff
at zero or at a very low level. Although admitting that commodities
should not in general present difficulties, the British Government .would
seek a zero tariff for aluminium, wood pulp, newsprint, lead and zinc.

As regard manufactured products imported duty-free from in-
dustrialized Commonwealth countries, the British Government thought
that a solution could be found which would avoid a too drastic change
in the present p051t10n of the exporting industries in these countrles

(*) By letter dated 28 February 1962.‘
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Another major concern of the more fully developed members of
the Commonwealth was their trade with Great Britain in temperate
foodstuffs.

, Mr Heath quoted some figures concerning in particular Australia,

New Zealand and Canada, and expressed ‘his conviction that, if the
Six were prepared to accept the principle of comparable otlets agree-
" ment could be reached on details.

‘With regard to United Kingdom agriculture, Mr Heath declared -
that the objectives of British policy in this sphere were in line with
those of the Treaty of Rome and that the United Kingdom fully
accepted that the Common Market must extend to agricultural products.

The British delegate then’ described the “major problems” which
arose in this field for Great Britain which, broadly speaking, bought
food at world market prices and had a system of support for British
farmers very different from that of the Six.

The British Government felt that the conditions of entry for
" Britain should not be more onerous for'British agriculture than those
which were open to the Six when the Treaty of Rome came into force,
The transitional arrangements for the United Kingdom might stretch
over a period of 12 to 15 years from the time of joining.

The third problem was that of the countries of the European
Free Trade Area. Some members of EFTA considered that for political
reasons they could not become full members of the EEC. The British
Government believed that this should not prevent them from finding
an appropriate form of association with the enlarged Community.
Great Britain’s obligations to its EFTA partners would not allow it
to join the Community until this had been done.

In conclusion, Mr Heath emphasized that important though they
were the problems connected with the accession of Great Britain were
of small compass compared with “the vast field in which the problems
and the objectives are the same for all of us” and that the United
Kingdom delegation would spare no efforts to bring the negotmhons
to an early and successful conclusion.
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. 189, The negotiations proper with the United Kingdom opened on
8 and 9 November 1961 in Brussels_with a new ministerial meeting.
Answering the declaration made on 10 October by the head of the
British delegation, M. Lahr, Under-Secretary of State for Foreign
Affairs of "the TFederal Republic of Germany, stated on behalf of
the Six that they heard with satisfaction that Great Britain was prepared
to accept without reservation the fundamental aims of the Treaty of
Rome and that it intended to join the other Communities and to
adopt the political aims expressed by the heads of State and Govern- -
ments.

M. Laht pointed out that, although the first aim of the Treaty
.was a customs uiion, its main objective was to create an economic
' commumty He also emphasized that the notion of accession implied
“that “in no field could a Treaty rule become the exceptlon and the
exception the rule” without Jeopardlzmg the very equilibrium of the
Community.

This was wHy, M. Lahr c_r)ritinued, the Six noted with satisfaction
Mr Heathi’s, assurance that the negotiatiéns would not be allowed to
slow down the progress of the EEC and that such adjustments to the
Treaty as’ became necessary would be made by means of protocols
modifying neither the content nor the spirit . of the Treaty and dealing
primarily with transitional arrangements.

As regards customs problems M. Lahr stated that the external
customs tariff of the enlarged Commumty should in the final phase
“apply to all non-member countries including the Commonwealth
countries except in case where speaal arranﬂements had been made.
The six Governments were quy conscious "of the economic and
“political importance of the Commonwealth and would take it into
account in examining the problems which would arise. M. Lahr also
pointed to the name “European"'Ertonomic Community, which defines
not only the Community’s purpose but also its limits and must be.
taken into account in the special agreements. The aim of any exceptions
to the common external tariff must be to give the Commonwealth
countries time to adapt their economies to the new situation.
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Finally, M. Lahr noted Great Britain’s willingness to make the
necessary changes to adapt its trade in agricultural products to Common
Market regulations. '

M. Woalter Hallstein, President of the European Commission,
examined certain aspects of the United Kingdom's accession, particularly
in relation to internal tariff disarmament and the common external
tariff. On this second point he stated that the adoption by the enlarged
Community of the CET as already in force would be perfectly compatible
with the rules of GATT. The British suggestion that zero duties be
established for certain products could take its place among the solutions
which might be called for to govern relations between the EEC and
other European countries. The President of the Commission observed
that the value of a common external tariff could not be appraised
without knowing to what countries and what trade the tariff would
actually be applied. He thought it was preferable to tackle one by one
the problems raised by relations with the EFTA and Commonwealth
countries.

The Commission thought that it would be better not to begin
by assuming that the-existing system of Commonwealth preference
would be in principle maintained. As regards the association solution
it was desirable to proceed on a factual basis by first establishing a list
of Commonwealth countries which presented obvious analogies with
the countries already associated with the EEC.

190. After this inaugural meeting, the negotiations opened and are
going on at both deputy and expert group level, as well as between
the Ministers, who have already held five meetings.

Several categories of problems have already been tackled and
discussed at the different levels of the conference. These include, first,
the problems of a customs union: on the one hand, the request for
zero duties submitted by the United Kingdom in réspect of certain
industrial products and foodstuffs; and on the other, problems in
connection with manufactured products from the industrialized Common-
wealth countries. These problems have been studied in the light of all
the economic and political factors in order to determine what means
the Treaty offers for their solution.
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After a thorough economic and statistical study a first inventory
of possible solutions was sketched out and the Six indicated the order
of preference in which, to their mind, these should be envisaged.

It was agreed on both sides that the developing countries of the
Commonwealth should be classified according to how far they would
be affected by the apphcatlon of the CET and of a common commercial
pohcy In the case of a first group of countries, including India,
Pakistan, Ceylon and Hongkong, thorough studies have been undertaken
to ascertain - how far and in what way it would be possible to avoid
adverse effects if Great Britain applied the CET, and to find ways
and means of avoiding serious disturbances- on the market of the
enlarged Community and of maintaining free movement.

For the other categories, which include in particular the countries
and territories of Africa, the Pacific and the West Indies, Great Britain
has made known the general lines of its proposed solutions, to which
initial consideration has now been given. These studies relate to the
territorial extent and the substance of a possible association of some of
these countries under Part Four of the Treaty and to problems of trade
in certain tropical products.

Agricltural questions, which had been reserved for consideration
after the decisions of the Council in January 1962, were the subject
of a general discussion at the fourth ministerial meeting on 22 February
1962, at which the Six.and the United Kingdom agreed to put down
certam points for study.

The British delegation wished the qu'estion of farm support
to be examined in the light of the measures applied in Great Britain
to guarantee farm incomes, in particular of the annual reviews on which
the whole system rested. The question of the transition period needed
for British agriculture to adapt itself to the common policy was also
given initial consideration, as were the Community regulations on the
financing of the common agricultural policy.

The transitional arrangements and long-term problems relating
to agricultural exports from the Commonwealth have been "discussed
on a product-by-product basis. Finally, the Conference studied questions
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concerning the economic union and the common policies. "These ques-
tions were discussed between the British delegation and the Commission
under a procedure adopted by the Conference, and certain aspects of
their development since the Treaty came into force were made clear.
So far none of the questions examined by the Commission and the
United Kingdom has given rise to any formal request for negotiations.

An exploratory study of these various categories of problems was
made, as the need was felt from the beginning of the negotiations
for a broad review of all the questions which would arise; before
looking into them in more detail at a later stage.

The Ministers therefore requested the Committee of Deputies to
submit at the session of 8 May 1962 a progress report on the negotiations
showing the respective positions of the Community and the British
delegation.

191. At its session of 22 to 25 January 1962 the Parliament held a
debate on the commercial and economic aspects' of Great Britain’s
application for membership. Particular reference was made to the
difficulties which might arise from the Commonwealth preference
system, which was the most highly developed in the world. The
rapporteurs defined the Community’s position' with regard to British
demands and recommended that the Community “should make a
number of limited temporary concessions while assuming an uncom-
promising attitude as to the final objectives”. Agricultural problems
were discussed; although the adaptation of British agriculture did
not seem to pose questions of principle but only of method, Common-
wealth farm products were a more serious problem. The maintenance
of the flow of trade with Europe must not compromise the common
agricultural policy, and the problem of eventual association of Common-
wealth countries could not be divorced from the other problem of
accession. It was precisely by enlarging the Community, the Parliament
suggested, that agricultural prices could be stabilized throughout the
world.

192. At the same session the Parliament held a debate on the insti-
tutional and political problems of accession and association, in which

-
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the political groups proposed criteria for the various forms of associa-
tion and for accession. The Parliament emphasized the need to work
out a “doctrine” in these fields and expressed its anxiety that the
. Community might be “watered down” into a free trade area by the
multiplication of requests for association. It insisted on the special
political aspect of the association of the overseas States and also discussed
the recent applications for association from Switzerland, Sweden and
‘Austria (1) drawmg a distinction between the various forms of neutrality
of these countries from the angle of their possible commitments -in
the EEC.

In connection with the accession of non-member .countries to
the Commumty the Parliament considered that it was not possible for
a country economically committed to the EEC not to share without
. reservation its political aims.

THE NEGOTIATIONS WITH DENMARK i
193. The first ministerial meeting betweén the Six and. Denmark

took place on 26 October 1961. The ' Danish reinresehtatives stated: their
~ views on the specific_ difficulties involved in the accession of their -
country and on the means to be brought, into play in order to cushion
their 1mpact : : ‘

At a ministerial meeting on 30 November M. Lahr, spokesman
for the Six, and the President of the Commission noted that the Danish
apphcatmn was backed by a readiness to participate fully.in the Com-
munity. The Danish Government declared that for its part it did not
wish any special arrangements extending beyond the transition pemod
that it accepted the common customs tariff and subscribed to the
principle of a common comercial policy as Well as to the provisions .
of Articles 38 to 47 of the Treaty on agncultural policy.

Three problems weré brought up: the Danish Tequests concemmg
quotas and tariffs, which aim at prolonging, in respect of a number

(1) See sec. 195.
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of products, the period in which this country must attain the degree
of disarmament reached by the Six; social problems, in particular those
created by the existence of a Nordic labour market; finally, the problem
which might arise for Denmark from the application, after 1 July 1962,
of the regulations on the common agricultural policy to Danish exports
to the Community, in particular poultry, eggs and pigmeat.

Meetings of experts have been held to define more cleatly
the terms of the problems involved under the first two heads. As
regards Danish fears on the effects of the agricultural regulations,
the Six stated their intention to study any problem which might arise
on this count but reserved their position as to the effects of the
common agricultural policy on Danish exports.

THE IRISH APPLICATION

194. Replying on 25 October to Ireland’s application for membership,
the President of the Council informed Mr Lemass, Prime Minister of
Ireland, that the EEC Council at its session of 23, 24 and 25 Octo-
ber 1961 had studied the Irish Government's request for the opening of
negotiations with a view to accession to the Treaty of Rome, and
suggested that a meeting be held in January 1962. This would enable
the Member States to examine with the Irish Government the special
problems to which the Irish application gave rise and on the conclusions
to be reached thereon.

This meeting took place on 18 January 1962. Mr Lemass described
the economic situation of his country and the reasons why his Govern-
ment considered that it was in a position to join the Community.

The Six and the Irish Government agreed on procedure for
studying the relevant problems.

After the Council’s meeting of 5 to 7 March, the President of the
Council informed the Irish Government that the permanent represent-
atives of the Six would be prepared to receive the competent Irish
officials early in May 1962 with a view to amplifying Mr Lemass’
statement.
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APPLICATIONS FOR ASSOCIATION FROM AUSTRIA, SWITZERLAND,
SWEDEN AND SPAIN

-

195. The Austrian Government (12 December 1961), the Swedish
Government (12 December 1961) and the Swiss Government (15 De-
cember 1961) have -asked for the opening of negotiations on the basis -
of Article 238 of the Treaty of Rome with a view to an agreement or
arrangement with the EEC. Among the general considerations in these
applications one .common factor stands out: the policy of neutrality
followed by these countries.

The Council has not so far taken any stand on the substance
of these applications; it sent letters of acknowledgement to the three
governments on 21 December 1961.

On 9 February 1962 the Spanish Government submitted. to
the EEC an application for association which was acknowledged by
the Council on 6 Match 1962,

THE ASSOCIATION OF GREECE WITH THE COMMUNITY

B t .
196. -The-agreement associating Greece with the European Economic
Community was signed in Athens on 9 July 1961.

The machinery and the salient features of the Treaty of Athens
were discussed .in the Fourth General Report (*). '

Under this association agreement, which is the first case in which
Article 238 of the Treaty of -Rome has been applied, a customs union
will be established within 12 years (except for certain products for
which a 22- -year period is provided).

It may be hoped that joint action and a harmonization of Greek
and Community policies on economic, commercial and agricultural
matters, as well as the provisions of finance fo facilitate the development
of Greek economy will enhance its growth and foster a higher level of
employment and higher living standards for the Greek people. .

7. -~

() See Fourth General Report, p. 205.
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When, thanks to the working of the Association, Greece is able
to envisage accepting all the obligations flowing from the Treaty of
Rome, the European Economic Community and the Greek Government
will examine the possibility of Greece joining the Community.

197. The European Parliament devoted the major part of its discus-
sions at the session of 18 to 20 September 1961 to the problems
involved in the Association Agreement. Reports were presented on
four subjects: the procedural aspects of the Agreement, the economic
and financial aspects, agriculture and the institutional aspects. On
the conclusion of these discussions the Parliament adopted two resolu-
tions. In the first, which concerned procedure, it “noted that consulta-
tion with the Parliament in accordance with Article 238 of the Treaty
of Rome would have had its full meaning and value only if it had
taken place before the signing of the Agreement by the Council of
Ministers” and “consequently protested against this infringement of
the Treaty”. The second. resolution, which . constituted the opinion ‘
requested, underlined the political importance of this first concrete
application by the Council of Article 238, and at the same time pointed

out that, the special conditions to be taken into account could not be
' considered as setting a precedent for later association agreements with
other countries. The Parliament considered that the pr1nc1ple of the
common customs tariff must be maintained without any restriction and
that the exceptional arrangements for Greece seemed to be justified
only by that country’s financial situation. The Parliament regretted
-moreover that the provisions concerning financial aid were unsatisfactory.
The resolution noted the agricultural and institutional provisions of
the Agreement and expressed the hope that the Community would take
appropriate action within the Council of Association and the Permanent
Association Committee, The Parliament considered that for satisfactory
operation the Association would require a Parliamentary Committee
‘comprising, on a basis of parity, members of the European Parliament
and of the Greek Parliament. Finally, the Parliament expressed itself
in favour of concluding the Agreement under the terms of Article 238
of the Treaty.

In view. of this favourable opinion the Council, on 26 Septem-
ber 1961, concluded the Agreement. In conformity with Article 75 (2)
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]

" thereof the Agreement is now in process of parliamentary ratification

in the six.- Member States of the Community and in Greece. At
30 April 1962 it had been ratified by Belgium, France, Greece and the
Netherlands

198. _ An interim Comn{itt'ee waS'rnsrituted by the Council at its sessior
of 24 and 25 July 1961 as a medium for the necessary contacts between
Greece and the Community until such.time as these constrtutronal
procedures are concluded ie, pending the meeting of the . Council of
Association. By 30 April 1962. this interim Comm1ttee had held three
sessions. It studied the first .measures pursuant to the agreement, in
partlcular the 1mplementat10n of Articles 7, 8 and 9 on the movement
of goods. The Committee also drafted rules of procedure for "the
Council of Assocratron which the latter will have to approve, at its first-

meetmg

THE ASSOCIATION OF TURKEY'

: : g ,
199. The problems relating to this association have been carefully
stidied by.the Council of Ministers and the Commission.

In view of the special aspects of the economic situation in

. Turkey and. the difficulty of provrdmg suitable aid to that country,

.it has not yet been possﬂ)le to work out terms of reference for negotia-
tlons oo ' . .

\

Towards a common commercial policy

" GENERAL ASPECTS .

200. The necessary conditions for the implementation of a common
external trade policy have developed favourably in several fields.

Thus, several differences between the import policies of the
Member States vis-i-vis non-member countries have been' eliminated by
the successiveliberalization measures of 1961, which have given an
mcreasmgly liberal 1mprmt to the EEC s commercial policy.

.
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A special effort has been made to co-ordinate the bilateral
relations of the Member States with non-member countries, while
initial studies for the harmonization of export policies have also led to
Community solutions.

The common external tariff already constitutes an essential
instrument of commercial policy, which the Community uses in -tariff
negotiations in the GATT framework. The speedier approximation
of national tariffs to the common tariff has already had a considerable
influence on the trade relations of the EEC countries with non-member
countries.

Furthermore, the effects of the common agricultural policy
laid down on 14 January 1962 by the Council will not be confined
to the market of the Six but will lead to uniformity in the Community’s
trade relations with non-member countries in the principal agricultural
products.

It is in this setting that the European Commission has worked
to co-ordinate the trade relations of the Six with the outside world,
both as regards general principles and in the examination of concrete
problems of trade in specific products.

In conformity with Article 111 of the Treaty, the European
Commission submitted to the Council proposals which have been fol-
lowed by decisions (*) on the co-ordination of the contractual relations
of EEC countries with non-member countries.

In addition, the Commission worked out and submitted to the
Council on 24 March 1962 a second memorandum on the common .
commercial policy laying down general principles and a practical
programme for the implementation of this policy.

In addition to the preparatory work fof these decisions, the
Commission took certain steps in the field of bilateral trade relations
by way of Community participation in international organizations and
economic or trade conferences. It had the opportunity to co-operate
in particularly important activities in some sectors.

(1) See sec. 202.
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The Member States and the European Commission were invited
to take part in a multilateral conference on international trade in cotton
textiles called under the aegis of GATT on the initiative of the United
- States Government. They held priof consultations and co-ordinatéd
their action in the negotiations in order to arrive at 2 common attitude.
The aim of the conference was to seek means of palliating the disorgan-
ization or threatened disorganization ‘of markets caused by imports of
cotton textiles from low-cost countries, while at the same time ensunng
wider access for these imports.

The Conference sat from 17 to 21 ]uly 1961 and concluded a
short-term agreement (one year) which came into force on 1 October
1961. Subsequent meetings which continued until February 1962 led
to the conclusion of a larger agreemenv‘t (five yeats)'api)licéble with
- effect from 1 October 1962 after ratification by the Contracting Parties,
which ate the chief importers and exporters of these prodiicts.

It is in the setting of .harmoniously deveioping world trade
and diminishing restrictions on international trade that the commercial
policy of the Community must operate if it'is to conform with the
aims of the Treaty. But this policy must at the same time take account
of the economic situation of the various non-member countries or
groups of non-member countries in relation to the internal situation
of the Community and not neglect the special problems which may arise
for one or the other.

DEVELOPMENT OF THE LIBERALIZATION POLICY TOIVARDS
NON-MEMBER, COUNTRIES

201. With effect from May 1961 the Member States again widened
the range of liberalized imports from non-member countries. They
made a noteworthy effort-with regard to the freeing of products from
the dollar area, and have almost entirely liberalized imports of industrial
products from the countries of what is now OECD. The almost total
elimination of discrimination between Europeati and dollar area products
is one result of this liberalization policy.

‘Further advances in liberalization have also been made with
regard to other countries, whether members of GATT or not. The




232 ‘ EUROPEAN ECONOMIC COMMUNITY

. quests for solutions to the problem of imports from low-cost countries
has been actively pursued both on the plane of bilateral relations
between Member States and non-member countries and at Community
level. " Italy has further liberalized imports from Japan, and France has
taken similar action vis-d-vis séveral of these countries. :

This trend is in keeping with the spirit of the Council’s decision
of 10 May 1960 which provides for the early. elimination of the
remaining restrictions in respect of GATT countries.

BILATERAL CONTRACTUAL ENGAGEMENTS

202.  As early as 1960, the work undertaken in conjunction with the
Governments of the Member States to lay down the bases for co-ordi-
nation of bilateral relations had issued in the formulation of an EEC
clause (*) for inclusion in any bilateral agreements ‘entered into by
Member States. On a Eroposal from the Commission the Council on
9 October 1961 took two further decisions important for the future of
bilateral contractual relations.

The first of these decisions established a consultation procedure
_for negotiating agreements concerning trade relations of Member States
with non-member countries and for modifying the system of liberaliza-
tion with regard to. the same countries. In this way a systematic pro-.
cedure for reciprocal information on all negotiations for commercial
agreements entered upon by Member States and prior consultations on
all provisions of such agreements were officially introduced. These
consultations take place at the request of a Member State or- of the
European Commission; in exceptional cases, where consultations would
not be possible, it is provided that an observer from the Commission

may be’ invited to the negotiations between a Member State and a ‘

non-member country.

The second decision is concerned with standardizing the duration
of trade agreements with non-member countries. It limits the duration

(1) See Fourth General Reporf, Chap. 1V, sec. 192.
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of such agreements to thé iransiti(’)n ‘period- of the Treaty and fixes a
- maximum life of one year for agreements which include neither EEC
““clause nor a, clause provldmg for denunciation from year to year. The
: Councd w1ll be able to authorize ‘exceptions on a proposal from the

-Comm1ssmn but in such cases any quom lists appended to, the agree-
_ ments would be subJect to annual review. It is also planned to synchro-

- nize the expiry dates of these agreements. The Council’s decision also

provides that the Commission shall examine with the Member States,
as soon as possible and-in any case by 1 January 1966, all existing
agreements on-commercidl relations in order to see that they do not.
obstruct the mauguratlon of the common commercxal pohcy

- The European Commission has been engaged upon an mventory S

“of commerc1al agreements ‘and so far has recorded nearly 300 conven-
. tions, treaties or agreements of varlous kinds, - This inventory has greatly
"~ facilitated joint’ study and discussion of the problems. facing. certain
‘Member ‘States or the Commumty as a whole. This work has been done
. at meetings of government experts in geographlcal groups , which
have been takmg place regularly smce early in 1961 ’

.| EXPORT POLICY
Uniform ,ry.rtemx for exporis 1o tbi;fd_ ‘countries

203. Article 113 of the Treaty. prov1des that export policy shall be o
* uniform after the end of the transition pericd’ and Article 111 says
.. that during the transition period the Member "States shall co-ordinate
their commercnal relations with non-member countries. ‘

The abolition of export restrictions between the Member States
".provided for in Arncles 16 and 34 of ‘the Treaty by the end of the first
stageimplies .that within the limits of existing international commit-
.ments a uniform attitude should by now be adopted with regard to
non-member countries. If the abolition of these restrictions within EEC
were not accompamed by-the introduction of a uniform export system
vis-3-vis. non- member countries, ‘the’ Member States might have diffi-
: 'culty in obtammg suppheq of certain products, owing to deflection of

v
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trade. Aided by experts from the member countries the European
Commission studied the situation in 1961 and listed a number of pro-
ducts in respect of which common commercial policy measures vis-a-vis
non-member countries were deemed necessary. The Commission which
on 4 August 1959 had already made a recommendation concerning the
export to non-member countries of certain categories of raw hides,
addressed to the Member States, on 20 December 1961, four recommen-
dations in pursuance of Article 115 (1) on the export system to be
adopted vis-i-vis non-member countries for the.following products:
.raw hides (widening of the above-mentioned recommendation to include
other categories of hides); certain types of wood; uncut diamonds;
hemp seed; non-ferrous metal scrap.

With the adoption of these measures the export policy of the
Member States towards non-member countries is already to a great
extent uniform. :

Aids for exports to non-member countries

204. In co-operation with the Member States the Commission has con-
tinued to list and analyze existing aids with a view to taking the measure
of the divergencies between them with respect to both systems of credits
and export credit insurance and to aids of a non-financial character (*),
all this with a view to possible proposals under Article 112. Further-
more, some progress has been made in the Council towards the solution
of problems involved in financial export aids for the "developing
countries (2). :

THE COMMUNITY'S TARIFF NEGOTIATIONS

Re-negotiations under Article XXIV (6) of GAIT

205. ‘'The Fourth General Report has described the first stage of the
Tariff Conference organized in the framework of the General Agree-

(-1) See Chapter II, sec. 57.
(2) See Chapter IV, sec. 180.
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ment on Tariffs and Trade (GATT), which opened in September 1960
~ and at which the Commission represented the Community and conducted
negotiations in conformity with Article 111 of the Treaty.

In the first' stage the Community re-negotiated, under Article
- XXIV (6) of the General Agreement, the tariff concessions previously
granted by the Member States which could no longer be maintained by
reason of the gradual approximation of national duties towards the
common tariff. These re-negotiations ended inh May 1961. The Com-
mission reported to the Council, which in July 1961 approved the
agreements reached with 17 countries. The agreements subsequently
reached with other countries were submitted to the Councxl which
formally concluded them.

Under all these agreements the Community grants concessions
to offset the withdrawal of those prev1ously accorded by the Member
States under their national tariffs. The Community’s concessions have -
* taken the form either of a binding of duties under the common customs
 tariff (ie. an undertaking not to increase them) or, in the case of 200
tariff headings, of reducing the common tariff duties. In relation to
the value of Community imports from GATT countries in 1958 the
proportion of binding and reduced duties resulting from the re-negotia-
tions is about 80%, which is not surprising when we consider the often
higher percentages of binding in the tariffs of several Member States.
By transposing into the common tariff the former concessions of the
Member States at a no less favourable level for non-member couatries,
the Community has fully honoured its obligations under Artxcle
XXIV (6) of the General Agreernent

)

. Dillon ne goh‘atiam

206. The second stage of the Conference consisted of a series of.
multilateral negotiations for the exchange of. new tariff concessions
following the proposal made by Mt Dillon, then United States Unde;-
Secretary of State, in 1958.

These negotlatlons opened on 29 May-1961.
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The European Commission began by offering an across-the-board
reduction of the common customs tariff in the way suggested in the
acceleration decision of the Council of Ministers on 12 May 1960. The
Community's trading partners, particularly the industrial countries which
would substantially benefit from this offer were invited to reciprocate
so that there would be a balance of concessions on both sides and the
reduction would be definitely bound.

The offer of an accross-the-board reduction applied to all the
headings of the common customs tariff in respect of which the first
approximation of national duties on 1.January 1961 had been effected
on the basis of a 20% tariff reduction. It was nevertheless specified |
that the other headings of the common tariff would not be systemati-
cally excluded from the negotiations; the possibility of negotiating on
them would have to be determined case by case.

After a preparatory period the European Commission began
negotiations with eleven Contracting Parties to GATT: Australia,
Austria, Canada, the United States, -Finlana, Haiti, Pakistan, Peru, the
United Kingdom, Sweden and Switzerland and also with four countries
wishing to accede to the General Agreement (Cambodm Spain, Israel
and Portugal) ‘ :

N The EEC-USA Agreement
207. By reason of the predominant trading position of the two
partners, the negotiations between the Community and the United
* States represented the corner-stone of the negotiations as a whole. On
7 March 1962 they resulted in the conclusion of a tariff agreement of
considerable economic and political importance.

The tariff concessions granted by the Community in the re-negoti-
ations under Article XXIV (6) of the General Agreement during the
first stage of the Conference cover approximately the same.value of
imports as the concessions previously granted by the Member States in
their national tariffs. Calculated on the basis of the ‘Community’s
imports from the United States in 1958 they affect about 1 500 million
dollars’ worth of trade. A
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In' the second st'rgc “of the negotratlons the Communrty and the -

United States’'made further tariff concessions: on a basis of recrprocrty '

and mutual -advantage. These’ covered about 1600 million dollars’

"',worth of trade in both dlrectrons

- ~

- The Commu’mty's coneess’ronsi'consist ‘mainly in.a reduction of . -
‘the duties of the common tariff for items of which the United States

is the chief supplxer With the exceptron of certain C'Ltegorres of products
excluded from the across-the-board offer, in almost all cases'these reduc:
tions are in the neighbourhood of ‘the 20% .initially offered by the

" Community. Moreover,.in"the case of the United States, the Community. . .

withdrew its. initial -offer for certain chemical products as the US
delegation was not able, in view of the limits imposed by the tariff
laws of the United "Statés, to grant sufficient concessions to. ensure
reciprocity: Concessions were made to the United States on about

560 tariff hnes of the common customs tariff;
1

: Conversely, a[though it was- not possrble to negotrate them on"

the basis of a linéar reduction, but product by product, according to .-

the selective method, the tariff reductions granted by the United States

to thé Community are also ‘genérally of the order of 20%, in some.

cases more, and’ concern about 575 lines of the US tariff. It should be

noted, however, that the reductions granted by the United States.are -
less varied than those granted by EEC and that, generally speaking, the-
duties under the common tarrff are free from any extreme posrtlons such |

as strll exrst in the US tar1ff

On the other hand although agrrcultural products count for

httle in the agreement reached, the accompanymg protocols provrde for ©

. agreements on wheat and certain coarse grains and for thé re- openlng ot

conversations in: the near future with a view. to frndmg ways and means -

to. develop trade ‘on a mutually advantageous basis, partrcularly after o )

the estabhshment of the common agricultural Pohcy The. products

.concerned in these arrangements are partrcularly wheat, certam coarse .

grams and Poultry ( )’

(1) A similar: agréément. on wheat, only..is. énvisaged with‘_Cunadar.

- . , - B , Sy e
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On the political plane the agreement reached certainly marks an
important stage in world trade relations. Not only does it confirm the
official recognition of the Community’s customs tariff but the spirit in
which it is conceived is evidence of the common desire of the two great
partners to contribute to the expansion of trade through a liberal tariff
policy consonant with the responsibilities which their dominating
-economic and commercial position entails.

The successful conclusion of the negotiations between the Com-
munity and the United States is an important part of the general tariff
negotiations. The benefit of the concessions made will be extended to
all trade partners to whom the most-favoured-nation clause applies.
Already it justifies favourable forecasts on the final outcome of the
negotiations between the Community and other Contracting Parties. It
is planned to submit to the Contracting Parties for signature on
16 July next the final protocol which will include all the bilateral
agreements reached at this Fifth Tariff Conference held under the eagis

- and according to the rules of GATT.

208. ‘There can be no doubt that the Community’s offer of an overall
reduction in the common customs tariff and its efforts to meet the
desires of the non-member countries greatly contributed to the success
of the Conference. By its liberal attitude the Community enabled GATT
to accomplish a very important stage in the reduction of customs barriers
. and marked its determination to promote the expansion of world trade.

It should also be noted that concurrently with the Dillon negotia-
tions the European Commission carried on re-negotiations on behalf of
the Community with several Contracting Parties to the General Agree-
ment who wished to withdraw or modify concessions under their tariffs
of concetrn to.the Community. The Commission was authorized to
conduct these re-negotiations by a Council decision of 4 December 1961.
Thus re-negotiations of this kind will in future be a2 Community matter
and will no longer be carried on individually by the Mémber States
benefiting from concessions which are subsequently withdrawn or
modified.
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The ‘Community’s relations with non-member countries

209. Since 1957," when it was 23%, the share of the Six in world
‘trade ‘has steadily grown to reach about 26.5% in 1961. No wonder
that trade between the Six should reflect this expansionary movement,
‘but it must be noted that trade with non-member countries has also
greatly benefited in absolute value. . At present it represents about 58%
of all the external trade of the six countries, and this figure fully justifies
‘the unremitting attention accorded to it by the Community institutions.

The opportunities offered to non-member countries of upholding
their interests have been widened by the development of direct con-
‘tacts thanks to the growing number of missions accredited to the EEC.
These missions transmit useful documentary material to the Community
institutions and make known the wishes of their respective countries as
Community policy takes shape

Genuine and confident collaboration has grown up between the
departments of the European Commission and the representatives of
the non-member countries. The Commission has also received several
' governmental missions wishing to discuss special aspects of Community

~ policy.

210. At present 23 countries in addition to the associated African

States and Madagascar (*) maintain official relations with EEC._These

are in alphabetical order: Australia, Austria, Brazil, Canada, Columbia,

Denmark,  Greece, India, Iran, Ireland, Israel, Japan, Morocco, Mexico,. -
"New Zealand, Norway, Spain, Sweden, Switzerland, Peru, the United
o ngdom of Great Britain and. Northern Ireland and the Umted States
- of America.

Furthermore, the Community has agreed to the establishment of

diplomatic relations with eight other countries: Argentina, Ceylon,
‘Cliile,‘ Costa Rica, ‘the Dominican” Republic, Portugal, U,ruguairband

(%) See Chaﬁter IV, sec. 157.

[
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7

“

Venezuela. In the case of some of these the accreditation of a head of
Mission is pending or about to be concluded.

The European Commission is receiving more and more numerous,
requests for information from both_ official and ‘private citcles, which
bears witness to the growing interest of world opinion in the European
Economic Community. Apart from formal applications for accession
or association, the Commuﬁiry is approached by many countries who -
wish to draw its attention to special difficulties which may arise from
the apphcatnon ot the Treaty of Rome.

Thus, the approaching renewal of the Association Convention
with the African countries and Madagascar (1) has led in particular to
approaches by non-member countries which export tropical products
and to contacts between these countries and the European Commission.
In this connection the United States in- June 1961 sent a mission to
explain to the Commission ‘the American position, which was later
confirmed in a memorandum of 5 February 1962. The Latin-American
countries have also urged the Commumty to take their interests into
considération.

The working out of ‘the common agricultural policy has given
rise to numerous approaches by agricultural countries, more particularly
the Meditefranean countries.

Israel for its part desired negotiations with the Six with a view
to guaranteeing its outlets in Community markets. Relations between
Israel and the Community have been carefully examined by the European
Commission and the Council has requested the Commxssxon to proceed
thh a study product by product

In this context the ﬂlCouncil expressed the wish that a Study be
made of possibilities of action by, the Community outside any frame-
work of association or accession with a view to offering countries. which

S0 des:re an appropnate framework for close co- operahon

(1) See Chapter TV, sec. 158 et seq.
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T ‘ A
. RELATIOI\TS BETU”EEN THE CO/\'IMUNITY
AND INTERNATIONAL ORGANIZATIONS

Tbe Comﬂ)fmity mzd CATT

’

211, Durmg the per:od under review the European Commlssxon took -
a very active part in the worL of the Contractmg Partles to. the General.

Agreement on Tariffs and Trade.

An dccount has.already bcen ‘given (1) of the results of multi-
lateral negotiations on the common customs tariff and of the part played

by the Comm1551on in preparmg the agreement on trade in cotton’

textiles.

The European Commission. part1c1pated in the two plenary._

‘sessmns of GATT which took place 'in Geneva in the spring and

autumn 1961. During the autumn’ session the Contractmg Parties ‘met
at ministerial level to study their programme for the expansion of inter-

national trade which has been in. operation since 1958. The Commis-
sion was represented by one. of its members ‘who stated ‘that the Com-
- munity attached great importahce to the rules of 'GATT and that it

intended to make a growing contribution to GATT activities in the . :
future. The practical outcome of the ministerial debate was the appoint-

ment of a group to examine new methods of reduung tariff obstacles,
a decision to work out procedures for negotiating acceptable conditions
of access- to markets for agricultural products and for preparmg a
programme ‘to expand the trade of the less -developed countries. * The
ACommumty 1s called’ upon to’ play a leadmg part in the executlon of
this programme S

At the plenary- session in autumn the Comm[ssmns representa-
' t1ve gave representatives of the Contractmg Parties an account of the'’:
B Commumty s achievements, in partlcular those aspects which fall within
the purview of, the General Aéreement This survey aroused- hvely
‘interest and 'was given a favourable receptxon although several Contract-
.mg Parties nevertheless relterated their mlsowmgs regardmg the p0551ble

- (%) Seesecs200; vt i e .
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effects on their trade of the common agricultural policy and of the
association system for the overseas countries. This last point drew the
attention of numerous developing countries which feared that the
duties on tropical products under the common tariff might cause diver-
sion of trade in favour of the countries associated with EEC. The
representatives of these countries, however, were not able to supply
factual proof in support .of their apprehensions and the Commission
was able to show that these were unfounded.

212. The Association Agreement between the Community and Greece,
the text of which was submitted to GATT in October 1961, was also
on the agenda of this session. However, this agreement, which provides
for the establishment of a customs union within the meaning of
Article XXIV of GATT, has not yet been discussed in the plenary
Assembly of the Contracting Parties, having first been referred to a
working party.

Among the other questions of special interest to EEC to which
GATT turned its attention, mention should be made of the general
incidence of the common external tariff. This study revealed diver-
gences in the interpretation of the legal provisions in question but it
led to the conclusion that the general effect of the common tariff on
EEC imports from non-member countries would be less than that of
the autonomous or bound rates of the Member States on 1 January 1957.

The Community and UN, OAS and ILO

213. The European Commission has been represented in meetings
held by the UN and its Specialized Agencies.

At these meetings the Specialized Agencies which treat the Euro-
pean Community as a single entity, discussed the various aspects of the
Community’s policy. The Commission and the Member States supplied
these bodies with useful information and statistics, and the climate of
the discussions was more propitious than in the past. -

The information suppliéd emphasized in particular the expaa-
sionary trend of EEC trade with non-member countries and allayed the

.o
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fears entertained in some quarters that the Community might adopt an
inward-looking economic policy and reduce both imports and‘exports.

The fact that the Commission was represented at the Punta del
Este Conference of the Organization of American States (OAS) in
August 1961, was a very useful contribufion. By its presence and by
the contacts it established, the Commission demonstrated the very real
interest which the Community takes in the non-member countrres.

The Commrssron was also represented at the 45th session of the
International Labour Conference (Geneva, June 1961) and in the regular
sessions of the Governing Body of the. International Labour Office.
An arrangement has been concluded between ILO and the Commission
to associate the latter in the activities of the International Vocational

- Training Information end'Research Centre set up by ILO.

The preliminary meetings between representatives of the Member
States and of the European Commission to co-ordinate their activities
within the international organizations constitute a form of collaboration
which is 2 welcome contribution to the development of a Community
spirit. 2

The Community and the International Wheat Agreement

In February and March 1962 the European Commission was
represented at the conference for the renewal of the International Wheat
"Agreement. Although the new agreement differed only slightly from
the previous one, the Community was able to have provisions included
to allow of the expansion of intra-Community trade in consequence of
the regulatrons adopted by the Council on 14 January 1962.

“The Commrssron has also been represented at the regular
meetings of the International Wheat Council, the Study Group on
lead and zinc and the International Olive Growers Federation. .

Relations have been established between the Community and the
. Intergovernmental Committee for European Migration UCEM);
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Organization for Economic Co-operation and Development..(OECD)

214. The Organization for European Economic Co-operation (') con-
tinued to function until 29 September 1961, when the OEEC Council
held its 506th and final meeting. By that date a sufficient number of
countries had lodged their instruments of ratification in conformity with
the provisions of Article 24 of the Convention establishing the Organiza-
tion for Economic Co-operation and Development which thus came into
force on 30 September 1961. On the same date the first meetmg of ‘the
OECD Council took place.

The new organization differs” from OEEC (') in geographical
scope (the United States and Canada are members) and in its basic
‘objectives, which ate to achieve the greatest possible expansion of the
economy and of employment and higher living standards and to contri-
bute to the economic expansion of the developing countries and the
expansion of world trade on a multilateral basis.

Three committees are entrusted with carrying out these new
objectives: the Economic Policy Committee whose task is “to keep
under continuous examination the economic and financial situation and
policies of the member countries with a view to attaining the aims of the
Convention”. To this end two working parties will study the general
lines of the member countries’ future economic and monetary policies.
- These.are Working Party No. 2 on measures to promote economic
growth and Working Party No. 3 on methods of . improving the balance
of international payments.

' The Development Aid Committee (DAC) (*) is continuing its
consultations with a view to finding national resources to help develop-
_ing countries and régions. The members of this committee are: the
““United Kingdom, Germany, Portugal, the United" States, Belgium,

(*) See Fourth General Report, sec. 213.

(2) The DAC has taken over the work of the DAG (see Fourth General Report).
It should be noted that Japan which is a member of DAG but not of OECD takes
a full part in the work of DAC:. See also sec. 182.
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the Netherlzmds Fr’mce Canada Italy, ]apan and the European Eco
nomic Commumty

. The Trade Commlttee is responsrble for confrontmg general
commercial polrcres and trade practices at regular intervals or at the.
'request of a member. It studies the specrfrc trade problems mamly of -
concern to the Member States and their ‘overseas territories as well as
questrons outstandmg coming wrthm the purvrew of .the Commlttee

" on Trade Problems set up on 13 and 14 January 1960.

: The new Orgamzatron provrdes for the representatlon of the :
European Commumtres which will be ensured in conformrty with the -
institutional provrsnons of the Treaties of Rome and Parrs and the
' partrcxpatxon of the Executives in the work of the Orgamzqtron -

‘The three commlttees have begun ‘their work with the regular
partxcrp'ltron of representatlves of the European Commrssron

The OECD ‘Council met itr Paris on 16 and 17 November 1961
-under the charrmanshlp of Mr Donald Fleming, Canadian Minister of
Finance.” The European Commission was represented -The Councrl
" studied the outlook .for the ‘vast economic grouping with more* than‘
500 million inhabitants constituted by the member nations, and its
. world responsrbrhtles '

" The Ministers noted-that in the last ten years most of the member-
countrres had experienced considerable economic growth and agreed that-
it was desirable to fix a growth target for the future. They proposed a -
50% increase in the real gross national product as the collective target
© to be reached between 1960 and 1970 by the 20 member countries. as- a
whole. The pace of - growth could \ary from year to year and from
country to country.

This growth would be made p0551ble by the co- ordmatxon of the
economic and financial policies of the Member States thanks to the
co-operation procedures already introduced, action to bilance external
payments, the development of mutual responsibility, between the
deficiency and the surplus countries, mamtenance of price stability, fair
sharing of the proceeds of higher productivity, which should not be
‘ outsktr:ijaped’ by increases in money incomes. '
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, The Ministers stressed that agriculture also had an important
part to play in the effort to reach this growth target. They also con-
sidered that increased production should lead to an appreciable increase
in aid to less developed countries. The chief aim of the Development
Aid Committee should be to step up efforts and adapt them more
closely to the needs and the situation of the recipient countries by
pooling experience acquired in bilateral relationships.

The Community and the Council of Enrope

215. The Community has been represented at sessions of the Consul-
tative Assembly of the Council of Europe which has several times
discussed the Community’s work.

At its 13th Session (24 to 28 April 1961, 25 to 28 September
1961 and 16 to 18 January 1962), the Consultative Assembly examined

 relations between the Community and the European Free Trade Associa-

tion (EFTA). The Assembly adopted a recommendation “welcoming
with great satisfaction the decision of the Governments of the United
Kingdom, Denmark and Ireland to request the opening of negotiations
with a view to determining on what conditions their countries could
accede to the Community”.

The third part of this session was almost entirely devoted to
the discussion of problems of European integration, with particular
emphasis on problems relating to the applications for association with
EEC from Austria, Switzerland and Sweden.

The rapporteurs and all members of the Assembly maintained
that it was necessary to have these countries share in European co-opera-
tion while taking account of their special political situations. Problems
of European political co-operation, in particular the work going on in
the Fouchet Committee, were also discussed.

In conclusion to the debate the Consultative Assembly passed a
resolution expressing satisfaction at the progress made by the Six and
at the negotiations undertaken between EEC, Great Britain and
Denmark. The Assembly “welcomed the move by the Governments of



247-248

FIFTH GENERAL REPORT — 1962 ' oL

‘Austria, Sweden and Switzerland to open negotiations in their turn with
‘EEC to determine the conditions under which they might become
associated with the Common Market”.

The Commission has been actively associated in the work
oiganized by the Secretariat General of the Council of Europe following
decisions of the Council of Ministers. In particular it sent representa-
tives to the Committee of experts on arbitration, to the Committee of
“experts for the preparation of a European Consular Conventmn to the
Council for Cultural Co-operation, etc.

T/Je Cammzmz'ty and the Western Enropean Uniotz

216. The European Commission has been represented at the various
sessions’ of the WEU Assembly

_ The possible accession of the United Kingdom to EEC was in

the forefront of the discussions at the session of the Assembly of
“Western European Union from 29 May to 1 June 1961 in London. - The
British Prime Minister made a statement to the Assembly. An impor-
tant recommendation was adopted to the effect that pending the con-
clusion’ of the negotiations, questxons of common interest concetning
Europe should be discussed with Great Britain in the Council of
Ministers of WEU. Another recommendation asks that the said Council
should initiate general chscussxons ‘between the repesentatives of the
" Seven and of the European Commission with the aim of preparing the
agreement for the accession of the United Kingdom to EEC.

At its session of 11 to 15 December 1961, the Assembly heard
a review by the Commission of the common agricultural policy and
- adopted a recommendation urging member Governments to take every
possible step to ensure a successful outcome of the negotiations.

The Council of WEU met in London on 10 April 1962 with
Lord Home in the- chair. The British representative put forward his
Government’s views on the future organization of Europe.

Great Britain wished to participate in the conversations of the .-
Six on this question, and the British Government did not wish to make
any changes in the existing Communities. i
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CHAPTER V1

THE WORK OF THE INSTITUTIONS

The activities of the institutions and organs of the Community

217, The ye;ir 1961-1962 saw a streﬁgthening of Coll&boratron between
~ the various institutions and organs. of the Community in preparmg the.
important decxstons taken by the Council: The Parhament in partrcular '
took a more active part in this work, being consulted on a large number
of important subjects. As last year a colloquy was held between the three
institutions. It should be added that these have been called. upon to
consider matters going beyond the strict application ‘of the Treaty, such
as the plan for an union of the European peoples

THE RENEIVAL OF THE EUROPEAN COMMISSION

i 218. On 20 December 1961 the representatlves of the member Govern-
ments appointed the members of the Commission in accordance with
Article 158 of the Treaty. The term of offxce of the new members runs
from 10 January 1962 to 9 ]anuary 1966. '

M. Walter Hallstem ‘was appomted President and. M. Sicco”.
Leendert Mansholt, M. Robert Marjolin and M. Gluseppe Caron Vice-
‘Presidents. These latter appomtments are for two years. The new
Commission is as follows: ’

~

‘President: M. Walter Hallstein .
Vice-Presiderxts: M Sicco_‘ Leendert Mansholt.,' M. Robeit Ma‘rjolin,
: .M. Giuseppe quon -

Members:, + M. Jean Rey, M. Hans von der Groeben, M. Lambert
T " Schaus, M. Lloner Levi- Sandrl M Henri Rochereau
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The new member, M. Henri Rochereau, former French Minister
of Agriculture, was appointed in place of M. Robert Lemaignen, who
did not offer himself for reappointment.

THE PARLIAMENT

219. ‘'The European Parliament held nine plenary sessions between
1 May 1961 and 30 April 1962. It was on numerous occasions consulted
by the Council and rendered opinions on several important questions
including the Association Agreement with Greece, the agricultural
policy proposals, ‘the draft regulation on cartels, etc. The Parliament
also held several general debates, in particular on social policy, energy
policy and transport policy.

The question of political co-operation between the Member States
was several times discussed. l

- The Parliament invited the Parliaments of the associated African
States ‘including Madagascar to a conference on the renewal of the
Association Convention with the overseas States. Following this con-
ference a committee was set up with equal representation of both sides
and has met regularly in Europe and Africa. i

Since 21 September 1961, the Secretary-General of the Parliament
has been M. Hans-Robert Nord, who was appointed in succession to
M. de Nerée tot Babberich.

The following pages give a chronological summary of the Par-
liament’s debates and of the opinions rendered and resolutions adopted,
the content of these has been discussed more fully in earlier chapters
of this report. o :

‘Session of 8-10 May 1961

220. Debate on the political, economic and social aspects of the
association of the.overseas States; resolution on this question ().

(1) See Chapter IV, sec. 159.
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A Liaison Committee was instructed to continue preparations
for the conference planned for 19 June 1961 in Strasbourg under the
chairmanship of M. Furler, assited by M. Lamine Gueye (Senegal),
M. Ha]l Bascher Ismail (Somalia) and M. Battagha and Rubmaca

(Italy).

-The Parliament also made a formal declaration expfessing its
regret at the. ad]ournment of the summit meeting planned. for
19 May 1961.

Session of 26-29 June 1961 »

221. - Fourth General Report on the Activities of the Commumty
presented by the European Commlssmn

) Debite on the economic situation;
&) Resolution on the economic situation in EEC M);

¢) Resolution relating to the recommendations of the European
Parliament following the conference ‘of the Parliament with the Parlia-
ments of the associated overseas States in Strasbourg from 19 to
24 June (2);

4) Resolution on the speedier implementation of the Treaty
approving the mtentwn of the Commission to effect a further 109
reduction in customs duties at the end of the year and- urging the
Council to take the necessary steps in the spheres of agriculture, trans-
port, social policy, etc. to enable the Community to advance inté the
second stage;

e) Resolution on the social situation of family farms (3);

f) Debate on pdlitical co-operation between the Member States,
report by M. Dehousse;

(1) See Chapter III, sec. 90.
(2) See Chapter IV, sec. 159..
(2) See Chapter III, sec. 121.
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g) Resolution on political co-operation. This resolut1on noted the
results of the first conference of heads of Government and Ministers for
" Foreign Affairs, which took place in Paris on 10 and 11 February 1960;

it expressed the opinion that periodical meetings of thxs kind could help
effectively to strengthen co-operation and promote European integration
if they provided for partmpatlon by the Executives of the Communities
in the discussion of any question within their purview, if they did not
encroach upon the competence of the Communities and their institu-
tions and if effect was given to the Parliament’s draft convention on
direct European elections, the proposal to merge the Executives and
_the proposal for the establishment of the European University;

h) The Temporary Special Committee for the association of
Greece with the Community met for the first time on 27 June in
Strasbourg. .

Session of 18 to 20 September 1961

222. Debate on the Association Agreement between Greece and the
Community:
) 2) Opinion in favour of concluding the association ag.l;ee-,'
ment ('); ' ‘ ) ’
b) Resolution on political co-operation- between the ‘Member
States and the Community. The Parliament noted that the heads of
State or Government had at length recognized the need to give form
and substance to the will for political unity already implicit in the
Treaties and decided to reply without delay to the invitation received to
extend the field of its deliberations to all political problems of common
interest. ' .

[oint meeting of the Edropea;z Parliament and of members of the
Consultative Assembly of the Council of Europe.

223, On 19 and 20 September the Consultative Assembly of the Coun-
cil of Europe and the European Parliament held their "eighth joint

(1) See Chapter V, sec. 196.
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meeting. M. Furler, President of the session,. paid tribute to M. Dag
Hammerskjold, Secretary-General of the United Nations, . who lost his
life in tragic circumstances while on mission in the Congo. M. Furler
expressed the syvmpathy of the members of the Assembly and the Parlia-
. ment with Sweden and the UN in their loss. The.joint meeting heard
reports from the three Executives. In addition, M. Federspiel, President
of the Consultative Assembly, presented a report on the activities of
the Council of Europe. The joint meeting studied Great Britain’s
application for membershxp of EEC and heard explanations from the

‘.

EEC Commission. on this questlon

Seuz'o;z of 16 10 20 October 1961

* 224. - Debate on agricu'ltural questioné' ‘

@) Opinions rendered at the request of .the Council on draft

regulatxons for the institution of a levy system and the gradual establish- -

ment of a common market orgamzatlon in the gram plgmeat poultry

and egg sectors ( )

!

&) Opmlon on the revised Commlsswn proposal on objective-
criteria for establlshmg minimum prlces SN - . ~

Y Debate on proposal’ for implementation of the fxrst regulatxon
pursuant to Articles ‘85 and 86: Opm[on rendered on 'this proposal at
the request ‘of the Council ( );

d) Debate on equal pay for men and women (Artlcle 119).

Resolution on this questzon * )
\ » i
¢) Resolution concemmg prior exammanon of the laws and

regulations of the Member States m the. fleld of transport( )

(1) See Chapter III, sec: 104 et seq. -
" (%) See Chapter 1I,.sec. 21. o '
" (%) See Chapter II, sec;47. o
(*) See Chapter 111, sec. 154.
(3) See Chapter III, sec. 128.
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f) Debate on the statute of service. Resolutions on the statute
of service and on income tax on salaries of Community staff (*);

g) Debate on the draft convention establishing a Council of the
European Commissions and a European High Commission submitted to
the Council of Ministers by the Netherlands Government. After accept-
ing the Political Committee’s proposal to fix the quorum at nine mem-
bers in conformity with the EEC Commission’s opinion, the Parliament
reaffirmed the political desirability and the practical necessity of merging
the executives at an eatly date and expressed itself in favour of the draft
convention subject to certain modifications;

) Debate on the conclusion of accession agreements with non-
member countries;

i) Resolution urging that the European Commission be fully
associated with the negotiations for the accession of Great Britain,
Denmark and Ireland and that nothing be done’ which might impair
the. Community spirit of. the Treaties of Rome and Paris. ‘

Colloguy between the institutions of the Community

225. The colloquy between the institutions of the Community was
held in Strasbourg from 20 to 21 November 1961. The two subjects
chosen—the transition from the first to the second stage of the Common
Market and the association of the overseas countries (*)—were
thoroughly examined and gave rise to a wide confrontation of points
of view.  The Governments were represented by M. Erhard for the
Federal Republic of Germany, M. Brasseur for Belgium, M. Gorse for
France, M. Piccioni for Italy, M. Schaus for Luxembourg and
M. Van Houten for the Netherlands. After the colloquy the European
Parliament addpt’ed two resolutions on the transition to the second stage
and on the association of the overseas States. M. Erhard presented a
review of the Council’s activities and the speakers in general considered

(1) See Chapter VI, sec. 298.
(2) See Chapter IV, sec. 158.
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that, even if certain aims had not yet been attamed the Community
- 'was in fact ripe for the move to the second stage. The meeting discussed .
the economic, social, legal and institutional aspects of the move forward,
the need for which from the political angle was frequently emphasized.

Se;.rim_z of 20 to 24 November 1961

;226.  Debate on social problems. Three resolutions were adopted m
in this field: :

i) A resolution on social harmonization )

i) A resolution on health protecfién of workers in the Com-
munity (2);

i) A resolution on the first measures to glve effect to the free
movement of workers ). ’

Debate on the EEC budget:

4) Resolution referring the budget back to the Council with the
request that it reconsider with the Executive the reductions in the
operational budget, and proposing certain amendments;

b) Resolution ﬁrging that negotiations on the revision of the.
Association Convention with the assocxated overseas States be pressed
forward;

c) Resolution urging that the Council adopt before the end of
* the year the decisions laid before it by the European Commission and
that the move to the second stage take effect on 1 January 1962;-

d) Debate on the common agricultural policy: opinion on.the
regulation establishing a common market organization in the fruit and
vegetables sector; opinion on the draft regulation --progressively
establishing 2 common market ' ‘organization for the wine- -growing
sector; opmlon that the Member States should prohibit any reproduc-

-t

(1) See Chapter III, sec. 147.
(2) See Chapter III, sec. 149.
(3) See Chapter II, sec. 27 et seq..
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tion of crops of tobacco infected with bluemould and should immediately
notify any measures taken in pursnance of the Commission directives (*).

Session of 19 to 21 December 1961

227. Debate on the common transport pol‘icy: resolution concerning
the report on problems of a common transport policy-in the Community;
resolution on problems of air transport in the Community. This
resolution states that a common policy in this sphere should be one of
the objectives of EEC, sets out the basis of such a policy and requests
the Council to put this problem on its agenda; resolution on a study
and fact-finding mission on the Rhine and in the ports of Rotterdam
and Amsterdam and calling for the broad definition of a common
transport policy embracing inland and maritime shipping (?).

a) Debate and resolution on the European Commission’s powers
in the implementation of the common agricultural policy; the resolution
drew attention to the fact that only the Executive Commission is
responsible to the European Parliament and requested the Council to
refrain from taking any decision to set up new bodies without previously
consulting the Parliament.

) Resolution concerning emergency aid to the Republic of
Somalia recently struck by a natural catastrophe.

¢) Debate on the draft treaty establishing a union of the peoples
of Europe: a recommendation was adopted on the draft treaty
establishing 2 Union of the peoples of Europe. In this recommendation
the Parliament hopes that “the governments will go as far as possible
. towards a political union of Europe”. The Parliament “is anxious to
‘avoid anything which might constitute or even appear to constitute a
retrograde step in relation to the Treaties instituting. the ‘Community”.
As regards the institutions, the Parliament “does not think that the
body of national civil servants who would be the permanent, representa-

() See Chapter 11, sec. 104 et seq.
(2). See Chapter I1I, sec. 128.
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tives of the Governments should be set up as an institution of the
Union distinct from the Council”. On the other hand, it is convinced
that “the appointment of a Secretary-General independent of the
Governments would be a positive factor and that it should be the
responsibility of the Secretary-General to see that the Council's
decisions are implemented”. He should have powers of initiative. The
Parliament proposed that ‘“certain sectors, stages ‘and circumstances
should be specified in which decisions would be taken by a qualified
majority”. It weIIcomes the widening of its own sphere of competence
provided for in the draft treaty and proposes an extension of its powers
-in budgetary and foreign policy matters. It recalls its draft convention
on election by direct universal suffrage and hopes that the Presidents of
the” Executives will participate in the meetings of the Council when -
questions concerning the Community are under discussion. Finally, the
resolution makes reference to the revision- clauses. ’

. d) Debate on' the European University: resolution in which the _
Parliament regrets that the decision of the heads of State or Government
(18 July 1961 in Bonn) takes no account ‘of the proposals of the
Euratom Commission; expresses its satisfaction with the ste"p taken by
the Italian Government to provide for the participationl of the institu-
tions of the Communities in the Organizing Committee of the. European,
" University; and hopes that in the course of its work this Committee
“will give full consideration to the wishes of the Parliament with respect
to the universality of the university, its autonomy, its structure and its
administration. '

At. this session 'the 'Parlia;ment also heard a statement by
M. Etienne Hirsch, the out-going President of the Euratom Commission,
on the past and future of the institutions and the supra-national role
of the Executives. The Parliament paid a warm tribute to President
Hirsch for his services during his term of office,

Session of 22 10 25 Jannary 1962

228. Survey of the economic situation of the Community in 1961 and
the outlook for 1962 presented by the European Commission: .

a) Resolution concerning the closing of the accounts of the
European Parliament on 31 December, 1959; ‘
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b) Resolution on the administrative accounts and balance-sheets
of the Commission for 1958 and 1959 and the relevant reports of the
Committee of Control;- A - : :

¢) Opinion on the approximation of the regulations of Member
States concerning permitted colouring matters in foodstuffs for human
consumption ();

d) Debate on the political and institutional problems of accession
and association (2);

¢) Debate on the commercial aspects of Great Britain’s applica-
tion for accession (3);

f) Debate on energy policy.

Session of 20 to 22 February 1962

229. Conclusion of the debate on energy policy; resolution recommend-
ing the early introduction of 2 common commercial policy in the energy
sector and urging a study of the question of the subsidizing of Com-
munity coal from public funds in the Community (*);

4) Conclusion of the debate on the economic situation of the
Community; resolution inviting the European Commission to submit to
the Parliament a report on the consequences for EEC of the economic
growth rate envisaged in OECD and calling for a study of the effects
of the wage policies followed in the Member States;

b) Debate on transport questions: opinion on draft directives -
concerning the establishment of common' rulés for the international
transport of goods by road, urging each Member State to liberalize all
transport in transit through its territory before the end of 1962 (°);

(1) See Chapter III, sec. 122.
(2) See Chapter V, sec. 192.
(®) See Chapter V, sec. 191.
(%) See Chapter III, sec. 96.
(%) See Chapter III, sec. 138.
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~

c) Resolution urging the Governments henceforth to ‘adopt' a
uniform identity card for all nationals of the six Member States;

\

d) Debate on the assocmtmn on, the overseas States
e) Resolutlon to expechte the renewal of the association;

: i) Resolunon on. procedure for exammmg the General Report
of EEC; : T

g) Resolution on a common policy in the rice sector.

At this session the Parliament paid homage to the victims of
the tragic events in the Federal Republic of Germany the Plt disaster
at Luisenthal.and the floods in' North Germany.

. Session of 27 to 30 March 1962 ‘

230. Re-election of officers. M. Gaetano Martino elected President
in succession to M.-Furler, whose term of office had expired. The
following were appointed Vice-Presidents; - M. Fohrmann, M. Furler,
M. Vendroux, M. Rubinacci, M. Vanrullen, M. Blaisse, Mme Strobel,
M. Duvieusart; '

a) Debate on the social security of frontier and seasonal
workers; opinions rendered on the relevant draft regulations (1);

&) Debate and resolutlon on the unification of hlghway
¢odes () :

c) Resolution on aid to réconstruction in the flooded areas of
the North German coast, welcoming the opening of a quota for the
importation of 6 000 pre-fabricated houses for the stricken areas, urging
-the European Commission to examine the possibility of providing aid
from the Social Fund in the event of the temporary closing of small
and medium enterpnses and suggestmg that"the Fund for the improve-
~ment of agricultural structures mlght also help;

t

(1) See Chapter 1II, sec. 33.
(2) See Chapter 111, sec, 138.
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d) Debate on vocational training: opinion rendered on this
question; resolution on the settling of the account of the Parliament
during the financial year 1961;

¢) Debate on agricultural structures: opinion on the draft decision
concerning the co-ordination of agricultural structure policies;

f) Opinion on the draft directive concerning the application
of Article 47 of Regulation No. 15 “Free movement of wotkers”;

" g) Statement on the activities of the Councils: the Parliament
heard a statement by M. Couve de Murville, French Minister of Foreign
Affairs, on the activities of the Councils during the preceding’ six
months.

b) Appointment of a parliamentary delegation to be sent to
Greece for conversations with representatives of the Greek Parliament
with a view to a decision of the Council setting up a Joint Association
Committee in accordance with the Association Agreement of 9 July 1961;

i) Debate on the name of the Parliament: resolution of the
Parliament to style itself “Patlement Européen”. Noting that the
designation is not identical in the four Community languages, the
Parliament decided to take the name of “Parlement Européen” in
French and “Parlamento Europeo” in Italian. These are in line with
the terms used in German and Dutch.

THE COUNCIL -

231. In the period from 1 May 1961 to 30 April 1962 the Council
played a decisive part in the Community’s progress and its activity
was continually on the increase. Its decisions covered many spheres;
the most important concerned the move to the second stage and the
adoption of the regulations, decisions and resolutions on the commeon
agricultural policy.

The Council has had to take decisions on various problems con-
cerning the general lines and implementation of the common policies,
the Community’s relations with non-member countries, which extend
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from simple tariff negotiations to applications for membership, and
with administrative questions such as the statute of service of officials
of the Communities. The Council also discussed a Netherlands Govern-
ment draft advocating the revision of the Treaties of Rome and Paris
by the adoption of a convention setting up a single Council for the
Communities and a European ngh Comm1551on (Fusnon of the
Executives).

As part of the common agricultural policy the Council agreed
on the machinery which will govern trade in a large number of
products after 1 July 1962. The first measures in the fields of com-
mercial policy and of common transport policy deal in the main with
the introduction of - consultation and information procedures. The first
regulation pursuant to Articles 85 and 86 on cartels, and a fime-table
for the implementation of Article 119 (equal pay for men and women)
have been adopted

Under the heading of relations with non-member countries, the
Council has concluded association agreements with Greece and with the
Netherlands Antilles and Surinam. It has held numerous discussions
on applications from non-member countries for accession or association
and approved certain tariff agreements, in particular one with the
United States on 7 March 1962.

A considerable part of the Council’s activity has been devoted
to the adoption of measures .in different fields of application of the
Treaty under the time-table laid down therein and to routine matters
such as the approval of the budget. At various sessions it has granted
tariff quotas or agreed to suspend or adjust the common customs tariff.

Four sessions were devoted to the renewal of the Association
Convention with the African States and Madagascar. The Council met
the Ministers from these countries on two occasions and the preparatory
work it carried out greatly contributed to the agreement reached in the
ministerial meeting of 9 and 10 April () on the bases of a draft new
association convention to comeé into force on 1 January 1963.

(1) See ‘Chaptex‘III, sec. 162,
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The chairmanship was until 30 June by Belgium and from
1 July to 31 December 1961 by the Federal Republic of Germany; since
1 January 1962 the French representative has presided.

We giVe below a brief chronological account of the principal
decisions taken at Council meetings.

44th session. (21 March 1961)

232.  Manpower policy: the Government of the Federal Republic of
Germany declared its readiness to contribute up to DM 3 million to help
finance a programme of rapid training for Italian workers proposing to
take up employment in the Federal Republic.

45th session (2 and 3 May 1961)

233, Association of the Nelbherlands Antilles: the Council requested the
Commission to submit at the next Council session proposals for instituting
this association.

Technical assistance: the Councils examined an interim report by
the Technical Assistance Group on the close co-ordination of action taken
by the Member States to provide technical assistance for developing coun-
tries. ' '

46th session (19 May 1961)

234. 'The Council held a special session to deal with the Association
Agreement with Greece. It expressed approval of the general mechanism of
the draft agreement. The reservations raised by some governments were
withdrawn and it was decided that declarations of interpretation would be
recorded in the minutes if agreement were reached with the Greek Govern-
ment.

47th session (29 and 30 May 1961)

235.  Association Agreement with Greece: the Council studied the report
in which the Commission set out the results of its contacts with the Greek
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delegatlon on 26 and 27 May. It -was found p0551ble to reach a broad
measuré of agreement on outstandmg questlons :

Free movement of workers: thé Council examined the draft regu-
lation and directives on the free movement of workers within the
.Community proposed ‘by the Commission. )

. Applzmtzo;g of Article 119: the Council held a_first exchange of
views on the quéstion of the application of Article 119 of the Treaty
concerning equal pay ‘for' equal wotk as between men and women.

48th session {12 June .1961)

'236.  Association Agreement with Greece: the Council apptoved the
text of the draft’ agreement for an association between the  European
Economic Community and Greece and decided to propose to the Member
States -and Greece, subject to .the opinion of the Parliament, that they
should sign the agreement as soon as possible.. It also decided to transmit
to the Parliament for its opinion the text of the agreement and all its
annexes as soon as they have been signed.

Free movement of workers: the Council adopted the draft regulation
and directives on the free movement of workers in the Community (Regu-
- lation No. 15) (G R

 Association of Surinam: the Netherlands delegation communicated
to the Council the request of the Netherlands Government that Mnegotia-
' tions be opened for the conclusion of an agreement for the assoc1at10n of
Surinam with the Commumty

ltalian requeft concemmg wrapper leaf tobacco: the Council
approved in pr1nc1ple a supplementary tariff protection for wrapper leaf
tobaccos grown in the Community. :

("

(?) Official gazette of the European Communities, No. 59 of 12 September 1961.
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49th session {26 June 1961)

237. ‘The Council held an initial discussion on the Commission’s Memo-
randum on the ‘general lines of a common transport policy. It instructed
the Permanent Representatives to submit a report for the Council session
_at the end of October 1961.

The Council also noted that the Commission had submitted a
working paper on pipelines.

50th session (3 and 4 July 1961)

238. Associated overseas Siates: the Council held an exchange of views
on the results ‘of the first meeting between the representatives of the
associated overseas States and the Permanent Representatives.

It also took note of the results of the Euro-African Parliamentary
Conference held in Strasbourg from 19 to 24 June 1961.

GATT agreements: the Council approved a series of agreements’
negotiated with the Contracting Parties of GATT under Article XXIV (6)
of the General Agreement.

51th session (24 and 25 July 1961)

239. Common commercial policy: the Council took two decisions, one
concerning consultation procedure for the negotiation of trade agreements
between Member and non-member States, and for amendments to the
system of liberalization vis-d-vis non-member States, and the other. the
standardization of trade agreements with these States (*). -

Relations with the associated overseas States: the Council held an
initial discussion on the future of the association with the overseas
States (2). '

(1) See official gazette of the European Commuinities, No. 71 of 4 November 1961.
(2) See Chapter IV, sec. 158 et seq.
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1

"The Council approved the terms of a regulation organizing a second
inquiry into wages, covering eight further branches of industry in the six
countries (*).

Customs system applicable to tropical woods: the Council approved
the suspension, in pursuance of Article 28 of the Treaty, of the common
customs tariff duties for certain varieties of tropical woods until the end
of 1961.

52nd session (25, 26 and 27 S'eptember 1961) '

240.  Applications for accession to EEC submitted by the British, Danish
and Irish Governments: the Council examined the application submitted in
a letter from Mr Harold Macmillan dated 9 August 1961 proposing the
opening of negotiations for the accession of the United Kingdom of Great
Britain and Northern Iréland to the Treaty of Rome. The Council
approved the terms of the reply to be sent to the British Government.

The Council also approved the terms of a reply to the application
to accéde to the Treaty of Rome made by the Danish Government in its
letter of 10 August 1961.

The Council held a prelimigary discussion_of the application made
on 31 July 1961 by the Irish Government.

Association of Greece: in view of the favourable opinion expressed
by the European Parliament the Council noted that the internal Community
procedure for the conclusion of this Agreement signed in Athens on
9 July 1961, was closed. :

Association of Surinam: the Council gave its assent to the assimila-
tion of Surinam with the overseas countries and tetritories associated with
the Community and to its consequent admission to all the benefits of -
the association system laid down in Part Four of the Treaty and in the
Implementing Convention.

(*) See official gazette of the European' Communities, No. '55 of 16 August 1961.
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Community trends in employment in 1961

The Council took note of a communication from the Commission
concerning employment trends in the Community in 1961.

53rd session (23-25 October 1961)
241.  Applications for accession to EEC submitted by the British, Danish
and Irish Governments: the Council agreed on a programme of preparatory
work for the opening — fixed for 8 and 9 November 1961 — of the
negotiations proper with the British Government. '

The Council also held a discussion preliminary to the first meeting
with the Danish Government, fixed for 26 October in Brussels.

The Council approved the terms of a reply to the application for
membership of the Community submitted by Ireland on 31 July 1961.

o Association of Surinam and the Netherlands Antilles: the Govern-

ments of the Member States agreed that the Kingdom of the Netherlands
should supplement its instruments of ratification by an additional act making
Part Four of the Treaty establishing the European Economic Community
applicable to Surinam.

Agricultnre: the Council examined the Commission’s proposed regu-
lations for a levy system and for the gradual introduction of common
market organizations in the cereals and pigmeat sectors.

Abolition of restrictions on freedom of establishment and freedom
10 supply services: the Council approved the General Programmes for the
abolition of restrictions on freedom of establishment and on freedom to
supply services (1).

EEC budget: the Council established the draft budget of EEC for
.the financial year 1962. ' :

(1) See official gazette of the European Communities, No. 2 of 15 January 1962.
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34th session (6 November 1961)» :

242. This session was dévoted to the study of questions relating to the
current tariff negotiations in GATT. The Council gave particular. attention
to the negotiations with the United States and Canada.

55th session (13 and. 14 November 1961)

243.  Associated overseas States: the Council approved the draft agenda
for the meeting at ministerial level (6 -7 December 1961).

Tariff quotas: thé Council held a general exchange of views on the
Community’s future policy in regard to tariff quotas and invited the Member
States to reconsider their applications made for 1962. "

\

56th session (28 November 1961)
244.. The Council approved the text of a decision on-procedure for preli-
minary examination and consultation on certain laws, regulations and admi-
nistrative practices which Member States’ contemplate’ introducing in the
transport field (). :

57th session (29-30 November 1961 and 1-2 December 1961)

© 245. The 57th session was mainly dévoted to the examination of draft
agricultural regulations and marked the opening of the debate on agricul-
tural matters which was to terminate on 14 January 1962.

58th session (4 and 5 Derémlder 1961 )

246. EEC bzzdget the Counc1l adop_ted the draft budge’t of the Com-
munity for the financial year 1962 (2). - '

(1) See official gazette of the Europeari Communities, No, 23 of 3 April 1962.
- (?) See official gazette of the European Communities, No. 22 of 30 March 1962,

\
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- It also adopted the revised and sypplementary budget of the Com-
munity for the financial year 1961 (%).

59th session (12 December 1961)

247. ‘The Council continued the study of the draft agricultural regulations.

It approved the Commission's proposal on the reduction of the
minimum percentage for the widening of global quotas for certain types
of wine imported by the Federal Republic of Germany, fixing the reduction
at 10%. '

60th session (18 December 1961 to 14 [anuary 1962)

248. Decision of 18 - 21 and 29 - 30 December 1961. Equal pay for
men and women workers: the representatives of the Governments of the
Member States agreed to the gradual introduction of equal pay for men
and women in accordance with a fixed time-table (%).

First Regulation pursuant to Articles 85 and 86 of the Treasy: the
. Council unanimously approved the first Regulation pursuant to Articles 85
and 86 of the Treaty (rules of competition applicable to enterprises) (*).

Social security of migrant workers: on a proposal from the Com-
~ mission the Council adopted a regulation maintaining sick benefits and
family allowances in accordance with Council Regulation No. 3-(*) for the
families of migrant workers who remain behind in their country of origin
for more than three years.

7 Satute of service: the Councils of EEC and Euratom adopted the
regulation laying down the statute of service for the officials, and the
rules applicable to other employees, of the European Economic Community.

(1) Sece official gazette of the European Communities, No. 2 of 15 January 1962. .
(2) See Chapter III, sec. 154.

(3) See Chapter II, sec. 47 and official gazette of the European Communities No. 13
of 21 February 1962.

(*) See official gazette of the European Communities No. 86 of 31 December 1961.
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Decisions of 4 to 14 Jannary 1962. Agriculture (V): the Council
made eight regulations and four decisions and passed two resolutions. From
1 July 1962, trade in cereals, poultry, eggs, pigmeat, fruit and vegetables
and wine is governed by regulations which are immediately applicable. The
principles of a market organization and a time-table were agreed for beef
and veal, sugar and dairy produce.

The ‘Council laid down a system for.financing the common agricul-
tural policy. It prescribed the details for applying the rules of competition
to agticultural products and decided on a system of countervailing charges
for processed agricultural products.

Move to the second stage: the Council noted that the objectives laid
down in the Treaty for the first stage had in their essenﬁals'been’ achieved
[Atticle 8 (3)7 and authorized the move to the second stage in the imple-
mentation of the Treaty (2). ‘ 4 -

~

61st session 5 and 6 February 1 962)

249. Netherlands Antilles: the Council approved the instriments of
association of the Netherlands Antilles with the European Economic Com-
munity. .

Tariff questions: the Council adopted a draft decision on-the
introduction of a flat-rate duty on goods' imported. for non-commercial
purposes sent in small consignments to private persons or carried in travel-
lers’ luggage (8).

GATT: the Council made a declaration on the Community’s posi-
tion in regard to multilateral tariff negotiations.

Enropean Social Fund: the Council appfbyred Fhe rules of‘prbce--
dure of the European Social Fund. .

. (1) See Chapter III, sec. 104. . v
(%) See official gazette of the European Communities No. 10 of 10 February 1962.
(3) Sec official gazette of the European Communities No. 15 of 28 February 1962

.
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Budget questions: the Council approved the Commission’s admini-
stration of budget funds for the financial year 1959.

"

62nd session (27 February 196’2)

250. The Council instructed the Commission to draw up for 25 May 1962
an overall balanced programme in the transport field and a time-table for
its execution.

"63rd session (5 -7 March 1962)

251. Customs duties: the Council decided to maintain the common
customs tariff duty on reactors at 10 % and to fix the duties on fuels
elements at 10 %. In respect of these two products the Council decided
to suspend certain duties.

Associated overseas States: the respective points of view were clari-
fied and certain general lines of policy defined.

G4th session (21, 22, 23 March 1962}

252.  Further speed-up in the implementation of the Treaty: a suffi-
_cient measure of agreement was reached for the Council to envisage taking
a decision in this field at its May session.

65th session (2, 3 and 4 April 1962)

b

253.  Associated overseas States: a common Community position was
worked out in preparation for the ministerial meeting with the associated
overseas States on 9 and 10 April.

Agriculture: the Council approved in the four languages all the
texts adopted on 14 January 1962.

The Council also adopted a draft decision on the fixin:g of the
upper and lower limits of target prices.
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THE COURT OF JUSTICE OF THE EUROPEAN. COMMUNITIES:
Co"mpafz'tioﬂ of the Court

254. At their meeting on 26 September 1961 the representatives of
the Member Governments renewed the terms of office of judges Delvaux

and Hammes and of Advocate-General Roemer for the pefiod 7 Octo- . -

ber 1961 to 6 October 1967. On 5 October 1961 the term of office
. of judge Catalano was also renewed for the same period. On 1 Octo-
ber 1961 the Court elected M. A.M. Donner as President fot the .
'-penod 8 October 1961  to 7  October 1964.

The Court is now composed as follows
v Presxdent M. Andreas Matthias Donner ' . !
: Pres1dents of Chambers: M. Otto: Riess, M. ]acques Rueff;

]udges M. Louis Delvaux, M. Charles Léon Hammes, M. Rino Rossi and
M. Nicola Catalano:

Advocates-General: M. Karl Joseph Roemer and' M. Maurice Lagrange;
" .Clerk of the Court: M. Albert Vanhoutte.

Since 7 October 1961 the Chambres have. been composed as
follows:

First Chamber:

M. O. Riess, President;

- Judges:~M. L. Delvaux and M. N. Catalano;
Advocate-General: M. Lagrange; |
éecond Chamber: V

M. ]. Rueff, President; »

]uoges: M. Ch.L. Hammes and M.,R.I R,o.ssi;’

Advocate-Genefal: M:. K. Roemer.
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On 6 February 1962 the representatives to the six Governments
meeting in Brussels appointed M. Trabucchi as judge in place of
M. Catalano, who had resigned.

Proceedings before the Court of [ustice

Cases 13-61 and 1-62: Interpretation of Articles 85, 12 and 37 of the Treaty

255. On 30 June 1961, the Court of Appeal at The Hague referred to
the Court of Justice of the Communities a point of interpretation of
the Treaty (case 13 - 61). This was the first time that the procedure
under Article 177 had been applied. The question was whether an agree-
ment between firms was null and void under Article 85 (2) of the
Treaty. This raises the point whether Article 85 (1) is directly applicable
to firms immediately upon the entry into force of the Treaty. The mat-
ter is sub judice. Another matter (case 1 - 62) was referred to the Court
under Article 177 of the Treaty on 10 Jaruary 1962 by a Netherlands
administrative tribunal (College van Beroep voor het Bedriffsleven). The
question raised concerned inter alia the interpretation of Articles 12 and 37
of the Treaty. At the request of the Netherlands tribunal the case was
struck off on 28 February 1962 following a compromise between the
parties. :

Case 7-61: Action against Italy concerning the suspension of imports of
pigmeat [Article 31 (2)}

256. With effect from 18 June 1960 the Italian Government suspended
imports of certain pigmeat products, the liberalization of which had
been bound vis-d-vis EEC Member States in conformity with Arti-
cle 31 (2) of the Treaty. On 21 December the Commission, acting in
pursuance of Article 169, sent the Italien Government a considered
opinion calling attention to an infringement of the-standstill provided
for by Article 31 (1) of the Treaty and requesting that the situation
be remedied. By letter of 5 January 1961 the Italian Government
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informed the Commission that it was obliged to continue the suspension
of the imports in question and’ requested the Commission to authorize
this action by virtue  of the pr0v151on for safeguard _measures in
Article 226,

On 20 March 1961 the Commission referred the matter to the
Court of Justice.

In its judgement of 19 December 1961 the Court rules that

by temporanly suspending imports of the products in question from =

the Member States the Italian Government had defaulted upon its
oblrgatlon under Article 31 (1) of the Treaty In the grounds .of the
judgement it was stated that: ' o

a}) The standstill_ obligation in Atticle 31 is absolute and allows
of no exception even of a temporary nature;

b) The very fact that an emergency procedure is provided for .
in Article 226 precludes any unilateral action on the part of the Member
States, which therefore may not invoke the urgency or seriousness of
the situation to circumvent the procedure laid down in Article 226

¢) That Article 36‘has reference to circumstances of a non-
economic nature unlikely to impair the principles laid down in Arti-
cles 30 to 34 and that it does not establish a general safeguard clause
additional to that of Article 226 and enabling the Member States
unilaterally to waive the procedure and guarantees prov1ded for in that
Article;

d) That the Commxssron need give no ruling as to the apphcatron
of Article 226 until expressly requested to do so by the Member State
concerned. .

Th1s is the first judgement dehvered by the Court of ]ustlce
in a case _brought by the Commission against a Member State in
pursuance of Article 169 of the Treaty.
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Case 10-61: Customs duties imposed by Italy on radio tubes, valves and
lamps from other Member States (Articles 12 and 14)

257. On 27 February 1962 the Court of Justice gave judgement in
case 10.61, the Commission v. the Italian Government. The Court
found that the Italian Government had defaulted upon its obligations
under Article 12 and Article 14 (1) of the Treaty in applying, after
the entry into force of the Treaty, the minimum specific duty of
150 lire on lamps, tubes and valves for radio sets, with a customs value
of less than 428 lire, imported from other member countries, and by
making this the basic duty for the calculation of the successive
reductions . vis-a-vis the other Member States.

The Court held in favour of the European Commission. In the
grounds of the judgement the Court conflrmed the following principles
which are of general application: :

) The customs duties of which Article 12 of the Treaty forbids
afly increase and those which are to be taken as a basis for the successive
reductions of duties between the Member States are those actually
applied on 1 January 1958 and 1 January 1957 respectively. This being
so, it is irrelevant whether an administrative act on which their applica-
tion is based has been properly decided or not.

) The rights and obligations flowing from conventions con-
cluded prior to the entry into force of the Treaty between a Member
State and a non-membér country and which, in conformity with
Article 234 (1) of the Treaty are not affected by the provisions of the
Treaty, are the rights of non-member countries and the obligations
of the Member State. On the other hand, the principle of international
. law according to which a State which undertakes a new obligation
incompatible with the exercise of its rights under earlier treaties
thereby renounces the exercise of these rights in so far as may be
necessary to fulfil its new obligation, applies to the rights which Member
- States enjoy under such conventions.
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_Case 18-G1: Refusal of the Federal Republic of Germany to enlarge guotas
for mlve;, veal and preserved meat ( Aricle 35 )

. .258. The Fedeml Republic of Germany did not regognize the obhga-
tion to apply to calves, veal, sausages and preserved meat the provisions
of Article 33 of the Treaty which stipulates that quotas shall be
rendered global and progressively widened.

The Federal Republic claimed that these products came under
provisions for the marketing of home production through a national
market organization, and that the development of trade in these producis
within the Community should theérefore follow the rules of Article 45.

The Commission did not accept this view since it was not
established that the products in question really came under market
organization measures in the Federal Republic. As the question as to
.which of Articles 33 and 45 was applicable was of cardinal importance
in the phase precedmg the common organization of agricultural
markets, the Commission, on August 1961, brought its dispute with
the Federal Republic before the Court of Justice.

Following the Council’s decision of 14 January 1962 setting
up a common market organization for certain agricultural - products,
this question has lost its practical importance. Furthermore, the Govern-
ment of the Federal Republic of Germany has declared its ‘readiness
to open quotas for these products in favour of the Member States.
The dispute having thus been settled by common agreement, the case -

was dropped.

~

Cases Nos. 2 and 3-62: Increased duties mzpoxed by Belgium and Luxem-
bourg on boneybread (“pain d'épice”)

259. On 24 February 1962 the. European Commission referred to
the Court of Justice its dispute with the Governments of Belgium and
Luxembourg concerning a special import duty on honeybread (“pain
d’épice”) and  similar products to the Court of ]usnce of the Com-
munities.

The Commission’ seeks a finding that by increasing, after the
Treaty came into force, the special duty charged when import licences
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are issued for “pain d’épice” and by extending this duty to products
similar to “pain d'épice” (heading 19.08 of the common external
tariff) the two countries in question have failed in their obligations
under the Treaty.

The Commission is of the opinion that the special duty in
question constitutes a charge with effect equivalent to a customs duty,
and that the States concerned have therefore infringed Article 12
of the Treaty, which forbids Member States to introduce between
themselves any new customs duties on importation or charges with
equivalent effect or to inctease such duties or charges as they apply
in their commercial relations with each other.

After inviting the comments of the Belgian and Luxembourg
Governments the Commission on 2 October 1961 rendered a considered
opinion that an infringement had been committed. The Belgian and
Luxembourg Governments asked the Commission to approve the measure
taken, invoking Article 226 of the Treaty, but they did not conform
with the opinion within the time:limit fixed by the Commission. The
Commission therefore referred the matter to the Court of Justice as
provided by Article 169 of the Treaty.

Cases 12-61 and 15-G1: Complaints of the staff of the Communities
against the administration .

260. On 14 December 1961 the Court of Justice dismissed a suit
for damages brought by an official of the Secretariat of the Councils,
who had been compelled to resign, so he claimed, by “moral'pressure".

In another case brought by a staff member against the Secretariat
of the European Parliament, the Court gave judgement on 1 March 1962
holding that the dismissal at the end of the probationary period was
wrongful and awarding damages to the plaintiff.

. THE ECONOMIC AND SOCIAL COMMITTEE

261. During the period under review the Economic and Social Com-
mittee was several times consulted by the Council as required by
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the Treaty and by the Commission under the non- mandatory procedure:
The Committee held six meetings and’ rendered nine opinions, the
content of which has been given 'in earlier chapters.

L3 N W

16th session (6 -7 July 1961)

262. Discussion on the co-ordination of energy policies. Discussion
of the various aspects of EEC social policy. o

17th session (25 -27 October 1961)

263. Discussion on transport. Opunon rendered, in response to request
of the Commission, on 26 July 1961, on the draft decisions concerning
the prior examination of provisions' of the Member States in ‘the
field of transport and consultation procedure in this matter.

Opinion rendered on the Commission’s proposals for a common
poli¢y 'in the rice sector.

18th session (15 December 1961) 

264. Discussion .on the co-ordination of energy policies. Opinion
~ rendered in response to request of the Comrmssmn by non- mandatory
procedure on 9 June 1961.

Discussip_n.of the proposed directive on the approximation of
the regulations of the Member States on permitted colouring matters
in food products for human consumption. Opinion rendered i in response
to request of the Council on 24 October 1961.

Discussion of. the Council’s draft directive concerning the control
of bluemould in tobacco. Opinion tendered in response to request of
the Council on 24 October 1961.

At this session the Committee took note of the report drawn
up” by the Agricultural Section ‘concerning. the proposed regulations
of the Commission on cereals and processed products based on cereals.

A
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19th session (25 - 26 January 1962)

265. Discussion of the draft opinion of the Commission for submission
to the Member States concerning social services for workers moving
from one part of the Community to another. Opinion rendered in
response to request of the Commission on 16 November 1961.

Discussion of proposals of the Commission for a common policy
in the fats sector. Opinion rendered in response to request of the
Commission on 24 July 1961.

20th session (28 February - 1 March 1962)

266. Discussion of the Memorandum on the general lines'of 2 common
transport pohcy Opinion rendered in response to request of the Com-
mission.

Discussion of draft decision on the general principles of a
common policy on vocational training (*). Opinion rendered.

At this session the Committee heard a statement by the President
of the European Commission. '

21st session (28 -29 March 1962)

267. Discussion of directives on the establishment of certain common
rules for international transport of goods by road. Opinion rendered
in response to request of the Council on 23 January. 1962,

Opinion rendered on the Commission’s draft recommendation
to the Governments of the Member States concerning the adoption of
a European list of occupational diseases (*). Discussion of the Commis-
sion’s draft recommendation to the Member States concerning industrial

(1) See Chapter III, sec. 152.
(2) Sec Chapter III, sec. 149.
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medicine. Opinion réndered in response to request of the Commission
on 23 December 1961. Opinion rendered on the draft regulation on the
social security of frontier and seasonal workers (requested by the Council
by non-mandatory procédure on 21 December 1961).

Adoption of a report by the Agticultural Section on the draft *
"decision concerning the co- ordmatlon of: agncultural structure pohcxes

This session marked the end of the term of office of the present
members of the Committee. M. Rosenberg, Chairman of the Committee,
and - the Chairman ‘of the three Groups reviewed the activities of ‘the
Economic and Social Committee durmg the period now closing. The
representative of the’ assoc1ated overseas States also spoke on behalf
of these countrxes ‘ ' ‘

' ECONOMIC POLICY COMMITTEE

268. The Economlc Pohcy Commlttee held four meetmgs in the period
vunder review. Under its Chau'm'm Professor Miiller- Armack, Under.
Secretary of State at the Ministry of Economics. of the Federal Republic
of Germany, the Committee continued its stud1es of the economic policy
of the various Membet States. . i

In the interests of better co-ordination of these policies the
Committee proposed that all the Member States should adopt the practice
of drawing up general economxc forecasts each year. There has already
been an initial meetmg of experts to study the technical aspects of
thxs questlon .

As part of its work on means of improving instruments of
economic policy, the Committee has undertaken an enquiry into the
pohcy to. be applied in the event of a recession. It also ‘decided to
examine the problem of price rises and the means of combating them,
the necessary mformatlon being obtamed by a questlonnaxre to members.

The Committee’s conclusions have been set forth in reports
to the Commission, which the latter has transmitted to the Council.



280 EUROPEAN ECONOMIC COMMUNITY

THE MONETARY COMMITTEE

269. The Monetary Committee, under the chairmanship of M. Van
Lennep, Treasurer-General of the Netherlands, held eleven sessions
during the period under review.

In 1961 the Committee continued its periodical surveys of the
monetary and financial situation of the Member States.

In response to the wishes of the Ministers of Finance of the EEC
countries, the Monetary Committee had set up a group of experts
under Dr Emminger, Vice-President of the Committee, and a member
of the Board of Directors of the Deutsche Bundesbank, to study the .
problem of international vliquidity. In mid-1961 this group submitted
a “Reporf on some present-day problems of international liquidity”
the conclusion of which were approved by the Committee. The report
surveyed the present situation and immediate prospects and examined
in detail various proposals to improve the international monetary system.

The Monetary Committee has been mainly concerned with a study
of two questions: the instruments of monetary policy in the Member
States; and monetary and financial policy in the event of a recession.
It is planned to publish the studies on the instruments of monetary
policy, accompanied by a comparative review. It was also agreed with
the Economic Policy Committee that the Monetary Committee would
examine monetary and financial measures which might be envisaged in
the event of a recession. The Monetary Committee prepared a question-
naire on possible monetary and financial policies to meet such a situation;
members of the Committee replied on behalf of each EEC State and an
extract of these replies was made. These documents were transmitted
early in 1962 to the Economic Policy Committee and the European Com-
mission. '

The first directive pursuant to Article 67 of the Treaty issued by
the Council of EEC on 11 May 1960 instructed the Monetary Committee
to examine at least once yeatrly any restrictions maintained on move-
ments of capital and to report to the Commission on those which
could be eliminated. In 1961 the Committee carried out the first such
examination.
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All thrs work is described in' the Commxttees fourth Report on

its activities, which was transmitted by. its ‘Chairman to the European» -
- Commission"and - the Council on 2 April 1962. . The Commrsswn and

the Council have authorrzed pubhcatlon of the Report

THE COMMITTEE OF CONTROL

.. 270. Under’ Artche 206 of the EEC Treaty and Artlcle 180 of the

Treaty- establishing the European Atomic Energy Community, the

. Commxttee of Control, which has six members is responsible for examin-

ing all the accountsof budgetary revenue and expenditure of the two
Commumtres ‘

On 19 November 1961 ‘the Commrttee of Control transmrtted

~to the Commissions of the two Communities its third report, dealing -
- with the accounts for the financial year 1960. The section concerning -

the common institutions .was drawn up jointly by the Committee of

AControl and the Auditor of the European Coal and Steel Community.

.
/

THE CONSULTATIVE COMMITTEE oN TRANSPORT

271. The Committee studied questions relating to the mtroductron of
freedom of establishment for carriers and forwardmg agents within EEC,
It transmitted its opinion on this-matter to the European Commission

.on 28 June 1961. :

The Committee also examined certain questions arising in the
establishment of cominon rules for international road transport. .On the
basis of conclusions reached by working parties drawn from the Com-
mittee, a first opinion addressed to the Commrssron/was formulated on

, 10 November '1961. - ’ oo

The Committee was also consulted on the problems relatmg to
the admission of non- resrdent camers to domestic transport services in
the Member States.

FmaIIy, the Comm1551on has ‘asked the. Transport Committee to

_study the elimination’ of double taxation in international road transport

with a view to estabhshmg common rules .
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Co-operation between the European Executives

272. ‘The three Executives have strengthened their relations in the
various fields of common concetn.

The Commission has worked with the Euratom Commission on
changes in the common external tariff for nuclear products. The decision
of the two Councils tends to give institutional form to the principle that
Euratom shall participate in future decisions which the Council of
the EEC takes in this field under Article 28 of the Treaty of Rome.

As for the harmonization of legislation, the Commission and the
European Investment Bank have collaborated with the High Autority
in preparing its proposals to the Special Council of Ministers of ECSC
on the conversion of areas affected by the closing of pits. Though such
proposals fall within the ambit of ECSC, they are of great interest to
EEC because of their impact on regional policy, particularly when they
advocate the creation of regional “development” or deal with the pro-
vision of infrastructure and services in the areas in question or the search
for industries which might be profitably located there.

The Commission of Euratom has taken part in the studies of the
inter-ministerial working party on questions of competition, whose
objective it is to harmonize legislation on industrial property rights, trade
marks and patents.

In the social field the three Executives have drawn up a joint

programme on family budgets in the six countries. They have also
prepared a European conference on social security, which is to meet at
the end of 1962. The Commission took part in High Authority meetings
on social security and labour law and in meetings of the technical com-
mittee on the application of Article 69 of the ECSC Treaty.

At the same time, the Commission has associated the other Execu-
tives with its work in the Consultative Committee under Regulation
No. 15 on the free movement of workers.

The three Executives have jointly submitted proposals to the
Councils for the establishment of a European Development Institute ().

(1) See Chapter IV, sec, 179.

crsiH
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THE INTER EXECUTIVE WORKING PARTY ON ENERGY :

273.  On 7 January 1961 this Wdrking Party submitted to the Council
of Ministers of ECSC an immediate action programme comprising 2
first set of practical proposals for the alignment of the energy policies
of the six countries, and safeguard measures which would take effect
if the coal situation wete to become seriously aggravated (1).

In 1961 the Working Party gave further consideration to the
methods by which the programme could be implemented, and submitted
- detailed proposals to the Council on the co-ordination of import p011c1es
for coal from non-member countries.

It also continued its studies on the establishment of energy
forecasts and finalized- working methods by using which it was able
to lay before the Council at the beginning of 1962 an estimate of the
likely evolution of the energy market for the entire year.

The joint services
STATISTICAL OFFICE OF THE COMMUNITIES

274. Despite a marked shortage of staff, the Statistical Office has
endeavoured to keep abreast of the greater demand for statistical data
resulting from progressive integration. The foIIowmg paragraphs refer
only to work done for EEC.

The Supervisory Board of the Statistical Office held three meet-
ings in the past year. Among questions discussed were relations between
the Office and national statistical services and ‘private bodies. The
Conference of directors of national statistical offices also met three
times and studied the problem of nomenclatures, a world-wide census
of industrial production,.and the establishment of energy forecasts. -

New working parties (national accounts, entries and exits,
foreign trade, nomenclatures, transport—mqulry into road transport—

(%) See Chapter III, sec. 92.
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family budgets—inquiry into consumer prices—agricultural production,
and agricultural structures and farm labour) have been set up under the
auspices of the Statistical Office. '

275.  The expansion of the number and volume of Statistical Office
publications has necessitated some change in the structure and pro-
gramme of the Publications Department. Several pubhcatlons have
been recast and now appear in a new form. Since 1962 the Statistical
Office has. been publishin‘g:

monthly: A ~ “Bulletin général de statistiques” and “Statistique
mensuelle du commerce extérieur”,

bi-monthly: “Charbon et autres sources d’énergie” and
y | g
“Sidérurgie”’, o

quarterly: " “Informations statistiques”, “Tableaux analyti-
ques du commerce extérieur”, “Commerce exté-
rieur des associés d’outre-mer”,, “Statistiques
industrielles”, ' v

several times yearly: “Statistiques sociales” and “Statistiques agrico-
les”,
annually: - “Mémento de statistiques, Energie” (Charbon

et Sidérurgie”,

bi-annually: ~ “Statistiques de base”.

276. The Office has continued its work on national accounts, part of
which is published in the form of special statistical notes in the Bulletin
Général de Statistiques. Full documentation has been worked out for the
period from 1950 to 1960, showing the formation, breakdown and utiliza-
tion of gross national products, investments, private and public consump-
tion; transactions with abroad, growth rates, and the contribution of the
various branches of the economy. to the GNP. To render these factors
more comparable as between the various Member States, the “National
Accounts” working party and the. Statistical Office have drawn up an
outline form for the presentation of joint accounts based on the international -
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system at present in use. A comparison his also been made of national
accounting systems and the divisions between the various sectors. Research
work is at present in progress ¢ on the specific problerns of agriculture in the
national accounts.’

Preparatory work has Been done on uniform tables for “entries and
 exits”. A comparison of existing information has shown that the tables
used in the Member States.are not based on the. same criteria: For this
‘reason the * entnes and’ exits” wotkmg patty agreed in its first: meetmg in_
1962 to use a uniform framework which will serve as a pattern for the
national tables and the Community table by the middle of 1963.

77. . The Statistical Office has undertaken ésetie‘s_of demographic studies.
‘Under the title Trends in the working population -of the EEC for the

. coming ten years, No. 3 of the Informations Jtdtzftzquef for 1961 con- .

tained forecasts on the figures for working and total population up to.1970.
Apart from the forecasts proper, this study, which was based on national
‘statistics, contains a great deal of information concerning the factors to be
* considered in such forecasts. The Office has also examined the data
obtained at the census of the workmg populatmn taken in the autumn of
1960 :

278. 'The development of trade is one of the most important gauges by
which to measure .the success of the EEC. T or this reason the Statistical
Office regularly. publishes the latest figures on foreign trade. Particular
mention should be made of. the new edition of the Tableanx analytiques the
two volumes of which give the fullest picture of. the EEC's extetnal trade
broken down into imports and exports. In these tables the external trade of
the EEC is shown by products as well as by origin and destination. The’
products are classified according to ‘the 1335 five-digit headings of the
Statistical and Tariff Classification (STC). In 1962 these tables began to
appear quarterly in an abridged form. Apart from the regular monthly
figures, special notes are published on subjects of topical interest such as
United Kingdom trade, the Commonwealth, or countries which have applxed
to EEC for membershlp or association.

'279. " 1In the field ‘of transport statistics.the drawing-up of a uniform
transport nomenclature (Nomenclature Statistique des Transports) has
- marked an important step towards homogenous and comparable statistics.
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The nomenclature comprises more than 4 000 items under 176 headings.
Furthermore, 2 special synoptic table renders possible comparison with
the nomenclature of external trade (STC). '

280. 'The Statistical Office has continued to lend its support to
statistical wotk in the associated African States and Madagascar, and has
reinforced its action in many respects. Statistics are an essential instru-
ment of planning in these countries, which are going through a period
of rapid economic development. For this reason the Statistical Office
has concentrated its main efforts on the training of economic statisticians
and sixteen new scholarships have been awarded to African students.
After the completion of their courses some of these students will
reinforce local statistical services, while others will be needed to set up
such services where they do not exist.

Co-operation with the statistical offices of the associated over-
seas States is very close. Some of the associated African States have their
foreign trade statistics drawn up by the Statistical Office of the European
Communities on the basis of their customs documents. The complete
foreign trade statistics of these countries are published quarterly in the
appropriate bulletin of the Statistical Office.

281. The necessaty preliminary work has been completed on the
drawing up of energy forecasts. This work mainly consisted of check-
ing whether the available national and international data are comparable
and complete. The objective of this work is to provide a picture of the
structure of the energy economy in the Member States and in the
Community as a whole.

282, ‘The industrial statistics branch has concentrated on preparing
the programme for the world-wide industrial census which the UN will
carry out in 1963. Inquiries are made joirtly by the EEC Member
States and will serve to fill in, where possible, the lacunae in industrial
statistics resulting from differences in statistical coverage, the special
features of national inquiries, and the diversity of methods, definitions
and nomenclatures.

In this respect publication of the Nomenclature des industries
établies dans les Communantés enropéennes (NICE) fills an important
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need. This nomenclature, which does not deal with products but with
branches of industry, at present comprises 94 thtee-digit groups. It is the
basis for the publication of the EEC industrial statistics (as for instance in
No. 4 of the 1961 Siatistigues industrielles which contains the annual
industrial production figures for the period from 1952 to 1960). A new
division into sub-groups of four and five digits is being prepared.

Much of the work of the Committee on short-term industrial
and -craft statistics was devoted to improvin:g the production indices.
For some branches of industry it.proved possible to make progress.
A standard production index for the chemical industry in the Com-
munity countries based on twelve products is at present being worked
out.

283. Apart from the review of wages in industry(*) the working’
party on social statistics has drawn up a study on wages for men and
women workers. All available figures on wages for men and women
workers in the Member States have. been collected. It has been
found that no comprehensive and realistic study of the question is yet
possible. Statistics from the six Member States show that the problem
exists in each of these, but it is difficult to establish comparisons because
many of the definitions and methods vary too greatly from State to
State.

284. Agricultural statistics have been mostly concerned with supply
balance-sheets. The results of this work were published in No. 3 of the
1961 Statistigues agricoles. . The grain balance sheets published refer to
the 1955-56 and 1959-60- harvest years; they were drawn up in accordance
‘with a uniform system for the six Community countries and differ considet-
ably from the balance-sheets so far available from international organiza-
tions in that they are broken down into total balances, balances showing
the utilization of grain production and market balances, and also because
they include a larger number of items and supplementary statistical data
and provide a better harmonization of the national balance-sheets.

(1) See Chapter III, sec. 151.
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THE LEGAL SERVICE OF THE EUROPEAN EXECUTIVES

285. ‘The “common” character of the Legal Service has appeared under
its usual twofold aspect. Administrative and budgetary affairs have
been handled by the administrative services of the Euratom Commission
under the direction of the Supervisory Board, which includes one
member from each of the three Executives. The close liaison between
the three branches of the service is reflected in the greater number of
studies on matters of common concern which it has been possible to
undertake thanks to the designation of extra jurists for such work.

INFORMATION

The work of the Spokesmen's Group

286. Special efforts have been made to keep the pﬁblic, both within
and without the Community, abreast of the important events of 1961,
in particular the opening of negotiations for British membership, the
agricultural policy decisions, and the move to the second stage. This
has meant stepping up in the volume of information made available to
the bureaux in the six Community capitals and in London and Washing-
ton, with consequent closer co-operation between the Spokesmen’s
Group and the Joint Service. To meet the wishes of the ever more
numerous correspondents accredited in Brussels a press conference is
held each week. Outside these regular contacts, talks are arranged with
representatives of the Press—either at the Seat of the Commission or
in other Community countries—to explain the meaning and the import-
ance of the Commission’s proposals in the .various ficlds.

The Spokesmen’s Group also issues numerous press releases
(summaries written to explain what are very often highly technical
matters) for use by newspapers, radio or television.

The Conrrier, a fortnightly publication for the diplomatic represen-
tatives of the Six throughout the world, has proved very useful especially
in non-member countries. A recent readers’poll resulted in better
adaptation to tastes and interests and improved this bulletin’s effec-
tiveness. ‘
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The ]oz’ntylnfar}natioh Service of tbe European Commu_m'tz'e.r

287." "The ]omt Press and Informatlon Serv1ce completed its organiza-

._tlon and extended its work in 1961 under its Supervisory Board.

Fairs and exhibitions

" 288, At the invitation of the Italian Government the Communities .

" Publications

three. -

took part in the international labour fair “Italia. 61" from 6 May to
31 October under the motto' “The EEC and Sdui‘ces of Energy”.

. The. Joint Service has also' taken part in several faits and: exhibi-
tions either at the request of one of ‘the Executives or on behalf of -all

The programme for 1962 mcludes Community partlapatnon in -
the international “Century 21 Exposxtlon in Seattle (USA) from
21 April to 21 October, in several fairs and travelhng exhibitions in .
the six Member States.

289. “The volume and vanety of prmted matter has mcreased con-
siderably. The six penodlcal bulletins published in ‘Bonn, The Hagne,”
Paris, Rome, London, and Washington have reached 138000 readers
each month. For the ‘whole of the year, and taking into account the -
fact that the Bonn bulletin is a weekly, total circulation has risen to
nearly one and-a half million copies. At the same time the presentation
and contents of these bulletins have been considerably improved.

Furthermore 60 brockures, folders and other publications with
a total. circulation of f1ve mllhon were issued in the four Community,
languages :

Radio, cinema and television

290. Despite inadequate means ~co-operation with organizations in
various countries especially the Federal Republic of Germany, Belgium,
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Italy, the United Kingdom and the United States has been on an
increased scale. A large number of radio and television broadcasts have
been made with the help of the Joint Service, especially since the
beginning of 1962.

Two documentary films were made during the year and a Euro-
pean production company has been founded by the leading newsreel
companies, following the recommendations of the European Parliament’s
Cinematography Group. :

Traineeships, visits and information meetings

291. Apart from courses, symposia and seminars organized by the
various divisions, the Joint Information Service each year receives
many parties of parliamentarians, businessmen, managers, officials,
journalists, students-and so on in Brussels and Luxembourg. Three
hundred and twenty such groups totalling some 12000 persons were
received in the past year. This development does give rise to some
technical and financial difficulties and an expansion of reception facili-
ties is called for, especially for handling those parties wishing to come
at their own expense.

Information to workers and trade unions

292. During the period under review thirty-seven courses, bringing
together more than a thousand leaders of trade union organizations,
were arranged for the six countries and Great Britain. A similar
campaign has been undertaken to provide more information on Euro-
pean questions in schools and trade union information centres in the
Member States; 34 separate operations of this type were carried out.
In addition, the Joint Service arranged several meetmgs of journalists
specializing in trade union matters.

Thirty travelling speakers have given more than 1000 talks in
France and Italy as part of a special information programme.

All these activities are planned and carried out in close co-opera-
tion with the major trade union organizations represented in the Euro- -
pean institutions.
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Agricultural information

293. The main task here is to inform interested circles on matters
relating to the establishment of a common agricultural market and it is
always approached from the angle of the building of a united Europe.

Talks on this theme to agricultural journalists have been arranged
in the Member States. - ‘

Study periods have also been organized, espécially in the Federal
Republic, the Netherlands and in Brussels, in ‘co-operation with young
- farmers’ associations.

Information in the overseas countries

.294.  Work in this field is aimed at bringing home to the ovetseas coun-
tries the various aspects and the first results of European integration. It
is based on many personal contacts with leading personalities in the asso-
ciated countries and employs the whole gamut of technical ‘ifnformation

. media, such as radio (a monthly 30-minute programme “L’Europe vous
patle” produced in Brussels and broadcast by 17 African- stations) ;
7 Press. ~(special editions or pages of - African ~papers) " brochures. (pattlcu-
: larly the Cabiers Afrzmzm' séfies ‘of which four issues appeared in 1961)
and a folder of maps showing the work of the European Development
> Fund. Symposm for African students and trade unionists have also been
“arranged (12 were held in 1961).

>

University information

295. Information work in circles concerned with higher education has
mainly involved aid for individual studies and the organization of

- symposia or seminars for professors and for students in the final stage
of their studies.

The creation of the “European. Communities Prize” in 1959
" proved a profitable move. The number of theses squitted—all on
European issues—rose from 16 in 1959 to 25 in 1960 and to 59 in 1961.
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Many students recéived advice in their work and financial aid, for the
publication of a thesis has been accorded in ten- cases.

. As for collective activities, some twenty groups of professors and
students have been guests in Brussels and Luxembourg and contribu-
tions have been made to twelve seminars in the Member States and in
Great Britain. Very close co-operation has developed between the Joint
Service and the leading students’ associations, which are evi’ncing grow-
ing interest in the problems connected with the reciprocal recognition
of diplomas and degrees and with freedom of establishment.

Civic training of young people and adult education

296. The special programme drawn up to implement a resolution of
the FEuropean Parliament for the encouragement of information and
activities among young people and adult education in a European
spirit (1) has developed in three directions. '

For schools, work was mainly centred on the teaching body,

either by direct contact with the academic.authorities and teachers’
associations or unions of through the good offxces of the European

Assoc1atlon of Teachers

[

Highly diversified action in depth “has been undertaken in youth
and adult education organizations in the six countries with the assistance
of those international or national associations considered best qualified.

[

- Audio-visual inforiation material on European problems has

been perfected and distributed to youth organizations and adult educa- -

tion centres.

If it is remembered that this special programme was only put
into operation in the closing months of 1960, the period just ended
must be regarded as one in which methods were finalized and contacts
established with organizations. The experience gained will make it
possible to concentrate in 1962 on a smaller number of subjects,

(1) See Fourth General Report, sec. 273,



FIFTH GENERAL REPORT ‘~ 1962. ) ) 293

technical media and organizationsi Prlority has been given to enlightening .
young people on questions of common agricultural policy.
i ) . t . . T

4

Internal administration of the European Commission

: 297.4\ In the,adminiStratfve field too, the date of 1 January 1962 marked
the end of the stage during which the basis rules and regulations were.
drafted. After the finance regulations, " the rules laying down the
statute of service for officials and the arrangements apphcable to the
other employees of EEC and EAEC were adopted

\ : L s
' -

THE STATUTE OF SERVICE AND THE COMMUNITY TAX

.298. At their session of 18 December 1961 the Councrls of EEC and"
EAEC adopted the statute of service, the arrangements applicable to
other employees, and the regulatrons concerning the Community tax;
they decreed that these texts should come into force on 1 January 1962.
Thus after more than three years, work on the regulations fixing the
conditions of service for the staff of the Communities was completed

In’ accordance ‘with Artrcle 212 of the Treaty, the Councils and
the two. Commissions embarked on the sfudy of these questxons in
November 1958. On 8 November 1959 the Councils - adopted the main
Jprovisions of a new salary system. The rates of salary adopted were -
6% lower on average than.those in force in ECSC, which applied
provisionally in EEC and Euratom. In September 1960 and February
1961 the texts. of the statute of service and -of the regulation on a
Community tax and the arrangements applrcable to the other employees
passed a first reading.

As required.by. the Treaty, the Counc1ls consulted the European
Parliament and the Court of Justice of the Communities who submitted
their. opm1ons on these’ texts in October 1961.

In its resolution the Parlrament says that the officials of the -
Communities although remaining mdependent must devote themselves

L

. -entrrely to thexr work It hoped that 1dentrcal rules would soon be
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adopted for the staffs of the three Communities with due regard taken
of the existing ECSC statute of service. The Parliament also adopted
a2 resolution requesting that the Community tax be introduced as soon
as possible.  °

Parallel with this procedure the Councils of EEC and Euratom
studied with the competent ECSC authorities the possibility of drawing
up a body of uniform rules for the three European Communities. Cer-
tain difficulties, mainly connected with staff remuneration precluded
this and the texts agreed on 18 December 1961 therefore apply only to
EEC and.Furatom. Nevertheless, the ECSC was to adopt texts which
differ from these on a small number of points only (especially salary
" rates).

It should also be noted that the statute of service was drawn up
on the basis of the statute adopted by ECSC in 1956 from which it
takes over a number of provisions (general obligations, security of
employment, promotion). It does, however, differ on three points:

i) It introduces a different system of grading posts, providing
four categories with a total-of 22 grades in place of 13 grades in three
categories;

ii) It fixes salaries at a lower level than the old ECSC statute;

iii) It introduces a less liberal pension scheme under which the
 maximum pension—equal to 60% of basic salary—is obtained only
after 33 years of service, instead of 30 years.

* The statute does not apply to all staff of the Communities. In
accordance’ with the provisions ‘of the Treaty there is a special system
for “other employees” which applies to servants of the Communities
not occupying an established post or occupying such a post on a tem-
porary basis only. This category includes temporary and auxiliary
personnel, special advisors and local employees. ’

At the same time as the statute of service and the arrangements
applicable to “other employees”, the Councils adopted a regulation,
proposed by the two Commissions, on the Community tax required under
Article 12 of the Protocol on Privileges and Immunities. Salaries of

Giimoad
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officials and other emponees except local staff will be subject to this
" tax as from 1 ]anuary 1962.

N

ESTABLISHMENT

299. On the eve of the entry into effect of the statute of service, that
is to say on 31 December 1961, established staff numbered 1 808 pet-
sons in the following categories: 529’ in category: A, 130 in category L
/372 in category B and 777 in category C.

These officials of the Communities, who hold a permanent post
at the time of the entry into effect of the statute of service, are eligible
for the benefits of the statute after an integration committee, which
will examine the case of each official in the light Gf a report on his
efficiency, his performance and his conduct has given its opinion:

The integration committee, appointed by the Commission of the
EEC, took up its work on 26 February 1962. :

The departmental organization for the financial year 1962
includes 1936 officials. In addition, 156 officials administratively
attached to the Commission were working in the Joint Services on
31 December 1961; they included 70 officials of category A, 27 of
category B and 59 of category. C.

On the same date the Commission had 161 auxiliaries in its em-
ployment. This figure, and the abnormally large amount of overtime
which has had to be worked, reflect the widening gap between the ever-
increasing work of the Commission and the number of new posts
approved for 1962, which is in. no way commensurate with needs.

The unfavourable effects of this situation on both the progress
of -work and the health of officials will certamly become more marked
in 1962; they are a source of anxiety to many branches of the Com-
mission’s administration.

To cater for the fresh tasks, especially in the agricultural policy
and restrictive practices sectors, new posts have been asked ‘for in a
supplementaty budget.
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’ For the reasons set out above the Commision will also be obliged
to ask for additional posts for the financial year 1963.

ORDINARY AND SUPPLEMENTARY BUDGETS

300. On 4 and 5 December 1961 the Council finally adopted a supple-
mentary and amending budget increasing the expenditure originally
planned by Bfrs. 34 650 000. This adjustment proved necessary mainly
to provide scholarships for nationals of African countries during the
academic year 1961-1962 and to allow the work of the European Develop-
ment Fund to be gradually stepped up.

The preliminary draft budget for 1962 was submitted to the
Council by the EEC Commission on 19 September 1961. The draft was
laid before the European Parliament on 24 October 1961 and the
Council definitely adopted the budget at its session on 4 and 5 December
1961. In this way the time limits laid down in Article 203 of the Treaty
for the budget procedure were thus strictly observed.

The administrative budget of the Commission is higher by
4 645 000 units of account than that of the financial year 1961.

The appropriations for the European Social Fund have risen from
20 million units of account in 1961 to 29027400 in 1962; this is
explained by the fact that the appropriations were made on the basis of
more precise details of the requests for refunds received from Member
States.

The report of the Committee of Control for the financial year
1959 has been published. ().

The report was transmitted to the Council which, on a proposal
of the Committee of Control, gave the Commission discharge in respect
. of the execution of the budget for that year and also for the financial
year 1958.

() See above sec. 270.
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