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FOREWORD

In submitting its first General Report to the Europe-
an Parliament, the new High Authority is concerned to
present an overall picture of the situation of the Community
as this has appeared to it since its installation on September
16, 1959, and to describe the lines of action which it feels
to be indicated.

It intends to examine quite frankly not only the good
sides, but also the unsatisfactory elements it has found. Five
Members of the present High Authority have been in office
since the institution was first set up in August 1952; one
Member assumed his duties a few weeks before the end of
the transition period, and the remaining three at the time
of the general renewal of Membership in 1959. They would
all take this opportunity to pay tribute to those who did so
much to make the first High Authority what it was — Jean
MonnNET, René MaYER, Franz ETzEL, the late Franz BLUCHER,
Léon pauM and Enzo ciaccuero, whose outstanding work
for Europe need hardly be stressed here. The High Author-
ity is particularly happy to submit this Report to a European
Parliament whose President is none other than the veteran
statesman who be called the father of the Coal and Steel
Treaty, M. Robert Scnuman.

I

This general balance-sheet of the Community’s po-
sition at the beginning of 1960 shows at once a number of
obvious items on the credit side. The institutions of the Com-
munity are firmly established; the major role played by
the European Parliament in their operation was recently
demonstrated once again in connection with the preparatory
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work on the revision of the Treaty’s provisions regarding
readaptation. No better example could be cited to refute the
contention that the Community is an organization of tech-
nocrats. '

The Community is recognized in the international
field. Its association with the United Kingdom offers possi-
bilities for the amicable settlement of certain very difficult
problems arising out of the temporary restrictions on trade
in coal. '

The operation of the Common Market reveals that
the interpenetration of the national markets has made no-
table strides. The publication of prices and the elimination
of discriminatory practices have produced some degree of
market transparency. The ending of discriminations and the
introduction of international through-rates have been miles-
tones in the field of transport.

The abolition of subsidies has helped to place com-
petition on a sounder basis; where exceptions are still having
to be made, as in the case of certain Belgian collieries, such
subsidies are subject to Community controls. The Treaty
has enabled precautionary measures to be taken to cope
with exceptional conditions : thus when the difficulties in the
coal sector seemed likely to lead to serious disturbances in the
Belgian economy, arrangements were worked out at Commu-
nity level, under Article 37 of the Treaty, both to speed up
and intensify the necessary reorganization of the Belgian
coalmining industry and to ensure that the process went
ahead in an orderly manner, thanks to the introduction of
certain temporary restrictions on trade. The payment of
special allowances to miners particularly affected by short-
time working is helping to cushion the social consequences
of the Belgian coal crisis. _ :

In the Community as a whole, the existence of
common rules has meant that the reorganization of the coal
industry, necessitated by the structural changes in the energy
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market has not been hampered by the introduction of arbi-
trary trade restrictions.

The Common Market has also been a contributing
factor in the unprecedented expansion of the iron and steel
industry, whose production is now approaching 70 million
metric tons a year, as against approximately 40 million at the
time when the Treaty was concluded.

Financially, the High Authority’s credit has been
solidly established since its contraction of substantial loans
in the capital markets of several countries. Out of these, it
has been able to make available funds to a total value of over
200 million dollar units of account for the financing of in-
vestment projects in Community countries. It has also gua-
ranteed a number of major financial operations. The new
High Authority will be in a position to continue this promo-
tion of investment projects judged to be in line with the Gene-
ral Objectives, and hence with the interests of the Community
as a whole. A general survey of investments, forming a useful
guide for the operations of all the enterprises and bodies
concerned, is now published at regular intervals. In addition,
large-scale programmes of technical research have been
launched.

The High Authority has opened credits totalling
approximately 40 million units of account, derived from the
levy, to finance readaptation projects for the benefit of Com-
munity workers affected by industrial reconversions resulting
from the introduction of the Common Market. Readaptation,
a major innovation in the field of labour: policy, has proved

so effective that it is likely to play a central part in the opera-

tions to resolve the present structural problems of the coal-

‘mining industry : the projected “minor revision” of the Trea-

ty will enable action to be taken to deal with the social impli-
cations of the structaral adjustments required. The 25,000th
dwelling to be built with the High Authority’s assistance
under its various housing schemes for miners and steelworkers
will shortly be completed. For the first time in European

ifa



10 EUROPEAN COAL AND STEEL COMMUNITY

history, comprehensive studies of working conditions gene-
rally have been carried out on the basis of comparable data.
The High Authority has arranged meetings of employers
and workers from the six countries, thus making an indirect
but active contribution to social progress in the Community :
although matters sometimes proceed slowly, new habits are
none the less implanted.

The High Authority was responsible for the setting-up
of the Mines Safety Commission, and has promoted basic
research in the field of industrial health and medicine. Tt
also played a vital part in the framing of the Convention on
Social Security .for Migrant Workers : this instrument so
anticipated the corresponding work undertaken by the E.E.C.
Commission -that this was completed during E.E.C.’s first
year of existence. Thus even in the field of social affairs, in
which it has very limited powers, the High Authority has
achieved notable results.

1I

These various items on the credit side should not,
however, obscure the fact that a number of practical diffi-
culties have been encountered in the operation of the Com-
munity, and that the means of action at the High Authority’s
disposal are not always all that they might be. A good deal
has been said about the extensive powers vested in the High
Authority under the Treaty, but the fact has sometimes been
overlooked that the Treaty does not leave it to the High
Authority alone to decide whether some of these powers are
to be used. Experience has shown that this is a source of
possible disagreement between the High Authority and the
Council of Ministers. Thus in' 1959 the two institutions took
different views of the coal situation. In point of fact, the
trouble is not so much these divergences.in themselves as the
atmosphere they tend to create. For the Community to func-
tion smoothly and effectively, it is essential that the terms
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of reference of the different institutions should be scrupu-
lously respected, and that all parties should work to arrive
at constructive -decisions in conformity with the rules of the
Treaty. If an adjustment of these rules proves necessary, the
Treaty lays down the procedure to be followed. Only in this
way can the problems be effectively dealt with.

The High Authority, for its part, is fully alive to
the importance of its relations with the member Govern-
ments, and will do everything in its power to ensure that
these are as close as possible. At the same time, it would em-
phasize its profound and unanimous conviction that it could
not possibly fulfil its responsabilities if the only means at its
disposal were that of persuasion, and if the operation of the
Community were based on the principle of unanimity.

The cardinal principle of the European Coal and
Steel Community is what Article 9 of the Treaty calls the
¢ supranational character ” of the High Authority’s functions.
The establishment and maintenance of a common market
inevitably involves acts of judgment and political choice '
which it would be hopeless to expect from institutions which
were not invested with certain specific powers and where the
procedure for taking decisions was not adapted to practical
‘needs. It can fairly be said that had it not been for the High
Authority’s powers of decision not even the very first stage
in the introduction of the Common Market would have gone
through to schedule. And the High Authority’s role as arbiter
is still essential today to the ordered functioning of the Com-
munity — witness such cases as the implementation of Article
37 to remedy the difficulties due to the structural weakness
of the Belgian coalmining industry, and the important deci-
sions the High Authority is now having to take concerning
the -‘author'izatio_n of cartels and concentrations.

As the President of the High Authority put it, speak-
ing before the European Parliament on January 12, 1960,
in the debate on the revision of Article 56 of the Treaty, the
supranational principle is “ a new method of knitting together
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the forces of history, by which the sterile effects of mere ba-
lances of power may be overcome, and impetus is given to
the quest for new balances more productive of a sustained
development of the values of progress and peace. > Whatever
organizational changes the European Communities may un-
dergo in the future, this method must be preserved at all
‘costs, since it is essential to the building of Europe.

II1

Examination of progress to date in the various fields
coming under the Coal and Steel Treaty shows, moreover,
that where the Governments have had to try to reach agree-
ment by the traditional rules of international negotiation it
has often proved extremely difficult to work out a solution
which meets the requirements of the Treaty. Thus it is dis-
appointing to note that two years after the expiry of the
transition period, the distortions resulting from differences
in rate-making procedure for transport by road and by inland
waterway have still not been eliminated, and that no solution
has been found to the problem of publication of transport
rates. The High Authority ultimately issued a decision seeking
to settle the disagreement on road-haulage rates : two of the
Governments thereupon lodged appeals with the Court of
Justice.

Again, there is the case of the agreement concluded
among the member Governments under Article 69 of the
Treaty with the object of making a start on the introduction
of freedom of movement for workers within the Community
The agreement duly came into force — after one or two
hitches — within a reasonably short space of time. But the
matter has been handled so gingerly that the practical effects
of the measures adopted are almost negligible. ‘The High
Authority has therefore been trying to secure the revision of
some of the implementation arrangements, but it has no
power to insist. In such cases the support of the European
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Parliament is especially valuable, particularly if it is backed
by political campaigning within the member countries.

v

_ The flaws which have come to light in the operation
of the Community are not confined to fields outside the coal
and steel sectors proper. The implementation of Article 26
of the Treaty, which makes the Special Council of Ministers
responsible for co-ordinating the work of the High Authority
with the general economic policies of the Governments, has
proved inadequate to resolve some of the practical difficulties
encountered, more particularly in the field of price policy.

Although Community prices are free,  Governments
have on a number of occasions, without raising the matter
in the Council and without possessing direct powers of their
own, exerted considerable influence on them, especially during
boom periods. The enterprises are not, of course, legally oblig-
ed to respect their Governments’ wishes in these matters,
but it is often very difficult to do otherwise within the na-
tional economy. This is a serious problem inasmuch as the
long-term expansion of an industry in a given country may
be gravely prejudiced if the industry is called upon to make
sacrifices which are not asked of its competitors in the Common
Market. '

v

Problems relating to price rigidity can also be the
result of habits acquired in other days and other circumstan-
ces. The new High Authority is faced in this connection with
an unsatisfactory position in regard to cartel policy. Article 65
of the Treaty is quite unequivocal, and its provisions form
part of the legislation of all the member States. The old
High Authority tried to introduce changes allowing free play
of competition, but it did not obtain the results hoped for,
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- so that a considerable problem remains. It is proving singu-
larly difficult to induce any change in some of the habits of
thought encountered. Moreover, action by Governments with
regard to prices, as just referred to, and action by producers
frequently tend to reinforce each other. Indeed, it is some-
times difficult to distinguish cause from effect. For instance,
the fact that a cartel exists will be cited, fairly enough, as
a reason for special concern with pricing, but at the same
time the Government will be taking stéps to get the producers
to follow a given, and hence co-ordinated, line. This kind of
thing is liable to trigger off chain reactions, with one country
deciding it is essential for it to centralize its imports because
in another country the leading producers have formed a
united bloc, and the producers in the second country in
their turn concluding that they are entitled to do the same
as their neighbours. Clearly, the adoption of this system on
a general scale would spell the end of anything resembling
a true common market. It may be added, with more specific
reference to current problems, that the price policy of most
of the Community collieries after the reversal of the cyclical
trend in 1958 undoubtedly rendered their competitive posi-
tion very much more difficult.

This question is" thus bound up with the various
others which the new High Authority will have to resolve if
it is to cope with the central problem now confronting it
— the structural adaptation of the European coalmining
industry to its new competitive position both vis-d-vis im-
ported coal and vis-d-vis other sources of energy.

The High Authority’s view is that a greater degree
of flexibility in the implementation of the rules on non-dis-
crimination and price publication would help to produce
greater flexibility in the structure. The Court in 1954 reversed
a decision to this effect taken by the old High Authority; the
new High Authority has reopened the matter with a view
to achieving the desired end by other means.
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. VI

In the High Authority’s last General Report ‘the
focus was largely on matters connected with the importation
of coal from third countries. As will be recalled, buyers in
the Community had been contracting at high prices for
larger tonnages than they really required, but the inflow of
third-country- coal subsequently had to be stopped just-when
it was becoming available at advantageous prices; owing to
the inelasticity of the Community collieries” production,
they failed to adjust themselves in time to the competition
from imported coal and other energy products. The old
High Authority was compelled to introduce special measures
for the temporary restriction of imports of third-country
coal into the Federal Republic of Germany; the new High
Authority extended these, and took similar steps in respect of
Belgium. ' :

: However, the various measures taken regarding im-
ports, both by the Governments and by the High Authority,
are no real answer to the problem, which is to make the
coalmining industry of the Community competitive vis-d-vis
the new and cheaper sources of energy available from other
parts of the world, from which Europe cannot cut itself off
without penalizing its whole economy.

The true solution must be sought along three lines :

a) by insuring that insufficiently economic production
units are not kept in operation by mere structural
rigidity; :

b) by encouraging the rationalization of viable produc-

tion units;

c) by facilitating the necessary reorganization of the
coalmining industry, more particularly through the
cushioning of its social repercussions.



16 EUROPEAN COAL AND STEEL COMMUNITY

It was with these three aims in view that the High
Authority issued its decision on the application of Article 37
to Belgium, and took action to have Article 56 revised. It
must be emphasized with regard to the decision on Article 37
that the restrictions on trade, which are to be regretted, are
a temporary feature only: the permanent and essential
clement is the intensive reorganization of the Belgian coal-
mining industry. As regards the revision of Article 56, the
number of applications for readaptation recently handled
by the High Authority demonstrates how vitally important
it is that the provisions of the Article should be amended if
the structural alterations are to go through in an orderly
manner. The value of readaptation is now generally recognized.
Moreover, its importance is not confined to the granting of
tide-over allowances to workers between jobs: it is also a
means of assisting the establishment of new economic acti-
vities, i.e. industrial redevelopment. The High Authority and
the Council of Ministers are preparing to tackle the problem
of the redevelopment of the areas affected ‘by pit closures,
and a conference is to be held with the Governments to
decide the basis on which further action should be taken.

The better to deal with these fresh tasks, the High
Authority recently remodelled the structure of its adminis-
trative services. The co-ordination of work in connection
with industrial reorganization and redevelopment is, in view
of the cardinal importance of the social aspects, to be the
responsibility of a special Department for Labour Problems,
Industrial Reorganization and Redevelopment. A section
of the Economic Affairs and Energy Department is to
examine the changes in the industrial pattern:

VII

The Community, it has aiready been emphasized,
cannot with impunity cut itself off from the new and cheaper
outside sources of energy. But the emergence of the hard
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fact that any substantial expansion of the national product
inevitably entails increased dependence on imports has made
it imperative that a co-ordinated energy policy should be
developed. The points just made with regard to the rationa-
lization and reorganization of the coalmining industry must
therefore be seen within this broader context.

. It is no longer possible to organize the rational work-

ing of Community resources and ensure their systematic
development’ by dealing with all matters concerning the
other energy products purely in the light of internal coal
problems. What is needed is that the contributions by the
different sources should be combined into one flow regular
enough to ensure that, whatever the cyclical trend, the
adjustment of the coal production of the six countries to
changing circumstances will not be interfered with by exces-
sive fluctuations.

One of the main principles of the Coal and Steel
Treaty is that the Community is non-autarkic. Article 3, g
provides that its institutions shall, within the framework of
their respective powers and responsibilities and in the common
interest, ¢ promote the regular expansion and the moderni-
zation of production as well as the improvement of quality,
under conditions which preclude any protection against
competing industries except where justified by illegitimate
action on the part of such industries or in their favour.”

It is thus true to say that the Treaty lays down the
principle of competition between Community coal and
third-country coal, and between Community coal and other
energy products. It would, however, have been extremely
difficult to foresee in 1950 the great changes which were to
take place in the competitive situation, or the extent to which
trade in coal and oil with third countries was to grow. At
that time it was generally considered that indigenous coal
would long remain the principal source of energy for the
Community, and for some of the member countries prac-
tically the only one.
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- VIII

Today, the situation, and still more the outlook,
are altogether different, but the means of action open to the
High Authority are still the same, except for the Protocol
of October 8, 1957, requiring the High Authority to frame
proposals for the co-ordination of energy policy. The new
High Authority, in co-operation with the E.E.C. and Euratom
Commissions, immediately started on the task of working
out concrete proposals on the basis of the Protocol. In view
of the varying assortment of measures in many cases rushed
through by the member countries to meet the difficulties
arising, it is obvious that the process of co-ordination needs
to be progressively put in hand before these individual sys-
tems harden into place. Both the subject itself and the proce-
dures to be followed in order to take due account of the points
of view of all those concerned are highly complex, but it
can now be said ‘that the powers and competencies of all
parties are clearly defined. The three Executives shortly
after the installation of the new High Authority drew up a
memorandum on the co-ordination of energy policies, which
has since been approved by the Special Council of Ministers.
The work is well under way and the co-operation by the
Executives is proving most valuable.

Are the means of action open to the Community
adequate to deal with these difficult problems? This cannot
be known until something has been seen of the way in which
the action to be taken does in fact work out. The High Author-
ity expects to submit to the European Parliament during
the next few months the first results of the work in progress,
and hopes that the Parliament will follow ‘these with the
closest attention, in order to take appropriate steps at political
level. For its own part, it considers that the establishment of
a co-ordinated energy policy, with all the various specifically
E.C.S.C. measures this will involve for the adaptation and
redevelopment of the. coalmining industry, is its first and
foremost task at the present time.
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IX

The High Authority hopes that this account of the
position and of the broad outlines of its work will be a useful
contribution to the discussions with the European Parliament,
and, through the conclusions emerging from these, to the
achievement of the basic objectives of the Treaty —  the
expansion of the economy, the development of employment
and the improvement of the standard of living in the partici-
pating countries. ” It intends that these shall be the end and
object of everything it undertakes.

Piero MALVESTITI
President

Dirk SPIERENBURG
First Vice-President

Albert CorprE
Second Vice-President

Albert WEHRER
Paul FiNeT

Heinz PorTHOFF
Roger REYNAUD
Pierre-Olivier LAPIE
Fritz HerLwic
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CHAPTER ONE

THE INSTITUTIONS OF THE COMMUNITY AND
INTER-COMMUNITY CO-OPERATION

Section 1 — The Institutions of the European Coal
and Steel Community

The High Authority

1L On February 9, 1959 ended the first period of s1x
years — reckoned from the introduction of the Common
Market — at the expiry of which the Treaty provides for a
complete renewal of the membership of the High Authority.
The mandate of the old High Authority therefore expired on
that date. However, in view of the coal situation, the Govern-
ments of the member States considered that the time was
inopportune to effect a complete renewal of the High Author-
ity. In the meantime the High Authority was to lose one
of its members through the sudden death of Herr Franz
BLicuer on March 26, 1959, who, by virtue of Article 12
of the Treaty, could not be replaced before the general
renewal of membership.

As laid down in Article 10 of the Treaty, the old
High Authority remained in office until its membership
was renewed, which finally took place on September 16,
1959, after several requests by the High Authority to the
Governments of the member countries to put an end to this
¢ caretaker ” period, as it was harmful to the institution’s
authority.

a) On July 25, 1959, the six Governments appointed
M. Albert Coppf, M. Pierre-Olivier Larie, Sig. Piero
Marvestiti, Herr Heinz PorTaOFF, M. Roger REYNAUD,
Hr. Dirk SpierensurG and M. Albert WEHRER members
of the High Authority, and decided that the eighth seat
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should be filled by written agreement within one month.
By this procedure the Governments of the member States
named Herr Fritz HeLrwic.

In accordance with the Treaty, the eight newly-
appointed members unanimously co-opted M. Paul Finer
as the ninth member of the High Authority.

The membership of the High Authority was thus
complete at the beginning of September, 1959, and the Gov-
ernments then named Sig. Piero MaLVESTITI as President
and Hr. Dirk Sprerensure and M. Albert Coppt as first
and second Vice-Presidents.

The new High Authority took up its duties on Sep-
tember 16, 1959. At its first meeting it expressed its appre-
ciation of the services rendered by its former members Herr
Franz BLtcuEr, M. Léon Daum and Sig. Enzo GiaccHERoO.
The same day, the newly elected members attended a special
session of the Court of Justice to make the pledges prescribed
in Article 9 of the Treaty to exercise their functions in com-
plete independence, in the general interest of the Community,
neither soliciting nor accepting instructions from any govern-
ment or from any institution, and abstaining from all conduct
incompatible with the supranational character of their func-
tions.

‘ At the installation of the new High Authority, Pre-
sident Piero MALVEsTITI, after stressing the significance of the
solemn pledge made before the Court of Justice and the need
to carry on the work of building Europe, said : * It is not
my intention to engage in any hair-splitting arguments on
the problems of supranationality; I will even go so far as
to say that in their purely technical and formal aspect they
do ot interest me. But I knowthat the Italian constitution
has declared and still declares that Italy consents, subject
to reciprocity with the other States, to such limitations of
sovereignty as may be necessary to an order ensuring peace
and justice among the nations;. she supports and encourages
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international organizations which further this purpose; I
know that the Basic Law of the Federal Republic of Germany
provides that the Federal Republic shall consent to limita-
tions of its sovereignty designed to promote and ensure a
peaceful and lasting order in Europe and between the peoples
of the world; in the same way, the preamble to the French
Constitution of 1946, confirmed by the preamble to the Con-
stitution of 1958, declares that ¢ subject to reciprocity, France
consents to such limitations of sovereignty as may be neces-
sary for the organization and defence of peace. ”

One-third of the membership of the High Authority
is renewed every two years; the order of retirement is deter-
mined by lot on the initiative of the President of the Special
Council of Ministers. As provided by Article 10 of the Treaty,
the President of the Council proceeded to draw lots on Sep-
tember 17, 1959, with the following result:

The terms of office of M. Albert CorpEt, M. Pierre-
Olivier Larie and M. Albert WEHRER will expire two years
after they took up their duties; M. Paul FINET, M. Fritz
Herrwic and M. Roger REynauD will retire after four years,
and Sig. Piero Mavrvestrri, Herr Heinz POTTHOFF and Hr.
Dirk SPIERENBURG six years after the same date.

On September 23, the new President of the High
Authority delivered an address to the European Parliament
at Strasbourg, in which he declared : “ I remain convinced
not only of the need, but of the urgent need, for European
economic integration on as broad and full a scale as possible .
After reminding his audience that ¢ ever-increasing co-opera-
tion ? was required “ between the three Executives and the
Governments ”’, President MaLvEstiTs added : “ As President
of an institution responsible for ensuring compliance with
the provisions of the Treaty, my principal duty will consist
in continuing — and I am sure, with the support of your
‘Parliament — the struggle to safeguard the essential elements
of the E.C.S.C., that is, the. direct and independent powers .
of the High Authority. ”
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6) While carrying out the duties incumbent upon
it under the Treaty in the sectors under its jurisdiction,as
described in the different chapters of this Report, the High
Authority also reorganized its own internal structure.

The High Authority allocated the various duties
among its members by adopting a system of seven working
groups with the following terms of reference :

1. Rules of competition, including rules for transport;
. External relations and information;
Social problems;
. Finance and investment;
- Economic policy and industrial redevelopment;
Co-ordination of energy policies; ‘

. Coal and steel markets.

At the same time, in order to simplify co-ordination
of its departmental work and to adapt the organization’s
working technique to the nature and development of the
problems to be dealt with, the Authority reorganized its
internal administrative structure. It decided to group its
services under seven Departments; the organization of ser-
vices common to all three European Executives is not affected
by these changes.

The duties and responsibilities of these seven Depart-
ments were allocated as follows :

1. General Secretariat, with the High Authority Secre-
tariat — responsible also for relations with the other
Communities, non-member countries and interna-
tional organizations. It includes in addition the
“Spokesman and General Reports Group.”

2. Administration and Finance Department — responsible
for administration and personnel, and also for the
levy, the budget and for financial operations invol-
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ving the levy. This same. Department also includes
the internal Audit { Control) and Inspection Services.))

3. Economic Affairs and Energy Department, responsible
for problems of general economic development and
policy, and also for problems of competition, includ-

" ing agreements and concentrations and transport.

4 Market Department - (Coal) and

5. Market Department (Steel) — both of them respon-
sible for problems relating to the Common Market
in E.C.S.C. Treaty products, for production ques-
tions and for supervising the operation of the Com-
mon Market.

6. Department for Labour Problems, Industrial Reorgani-
zation and Redevelopment — responsible for all labour
and social problems, and also, because of the extreme
importance of its social repercussions, for the co-or-
dination of work on industrial reorganization and
redevelopment. o .

7. Loan and Investment Department — responsible for all
matters relating to-loans raised and loans and gua-
 rantees granted by the High Authority, for the mana-
gement of bank deposits, and for all questions con-
cerning investments.

Four highly qualified experts in the service of the
High Authority were appointed to act as Special Counsellors
on whom the High Authority will call for advice.

The adoption of this new organizational structure
required a number of administrative decisions, which were
taken by the Committee of four Presidents set up under Arti-
cle 78 of the Treaty. The Committee gave its opinion on the
amendments required to be made to the annexes to the staff

1y See also Chapter Five, Section 5.
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rules and regulations in order to cover the newly created
posts. The administrative reorganization was timed to become
effective on February 1, 1960.

¢) The new Executive considered it important to
establish its relations with the Governments of the member
countries on a solid foundation. Almost immediately upon
taking office it felt obliged by the prevailing circumstances
to make contact with the Belgian Government. 1) The High
Authority paid a visit to the authorities of the F ederal Repu-
blic of Germany on October 15 and 16, and to the French
Government on November 6, 1959. Similar visits to the
other capitals are to take place in the near future.

In the course of these visits the High Authority,
apart from making contact, endeavoured to outline jts views
on the main problems — in particular those of the structural
changes in the coalmining industry emerging in connection
with the co-ordination of the different sources of energy, and
to arrive at a better understanding on both sides. The High
Authority is happy to state that these conversations unques-
tionally helped subsequently to dispose of certain specific
problems on which the Special Council of Ministers had been
consulted or for which its agreement had been obtained.

On October 31, 1959, the High Authority received
an official visit from Herr Willy Branor, Burgomaster of
West Berlin.

The Consultative Committee

2. The Consultative Committee, which is attached to
the High Authority and consists of an equal number of
representatives of the producers, workers-representatives,
consumers and dealers, met eleven times during the period
under consideration.

1) See No. 64 below.
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Every three months the High Authority submits to
the Consultative Committee an overall report on develop-
ments in the general economic situation and on the measures
progressing in its various spheres of action. Such reports
were given at the 47th, 52nd, 55th, 56th.en 58th meetings
when the High Authority submitted its quarterly programmes
giving forecasts of the production, consumption, imports
and exports of Treaty products.

The 47th meeting, the old Committee’s last, took
place on January 14 and 15, 1959. The Committee replied
in particular to two questions put by the High Authority
concerning readataption and the freedom of movement for
workers. Further, it expressed approval of the provision of
financial assistance to facilitate and develop the analysis,
abstracting and translation of technical literature in Russian
and Eastern languages. The Committee also discussed with
the High Authority estimates for a provisional coal balance-
sheet for 1959 drawn up by the High Authority, and a coal
policy to form part of an overall energy policy, submitted by
the Committee.

The Committee met again on January 15, 1959,
for the constituent session of the new Committee, composed of
members appointed by the Special Council of Ministers. ?)
M. BaseiLuac, a member of the group of producers, was
elected chairman for the period January 15, 1959 to January
14, 1960.

At its 49th meeting on February 10, 1959, the Con-
sultative Committee continued the discussion of coal matters
and expressed itself in favour of the extension up to March 31,
1960, of certain joint financial arrangements of the Ruhr
coalmining companies. '

The 50th meeting, held on February 25, 1959, was
devoted to a consultation requested by the High Authority

1) See Journal officiel des Communautés européennes, January 27, 1959.
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under- Article 67 of the Treaty, concerning the despatch to
the French Government of a-recommendation in accordance
with Article 67, 2 para. 3. 1) '

At the 51st meeting, held on March 17, 1959, the
Consultative Committee gave a majority decision against
the advisability of introducing a production quota system
for coal accompanied by import control meastires under Arti-
cles 58 and 74 of the Treaty. The Committee unanimously
approved the.institution of a provisional scheme for assisting
miners affected by short-time working in Belgium. ?)

The Committee met again on April 2 and 20 and
on June Ist for its 52nd, 53rd and 54th meetings, at which
it approved several schemes for financing technical research,
submitted by the High Authority; the implementation, on
certain conditions, of Article 95 to provide a spccial grant
for Community miners collectively put on short time, the
extension of assistance to mineworkers working short time
in Belgium, and the amendment of the decision on the align-
ment of prices for coal delivered by road. 3) The Committee
also replied to a question put by the High Authority on the
long-term development of the iron and steel industry.

The Consultative Committee also met on July 3,
October 6 and December 11, 1959, for its 55th, 56th and 57th
meetings, at which it adopted new rules of procedure and
supported the further exténsion, up to December 31, 1959,
of assistance to mineworkers working short time in Belgium.

The last meeting was held on January 14, 1960,
with M. BaseiLac in the chair; the following day M. Baarr,
a member of the workers’ group, was elected chairman. At
this 58th meeting the Committee held a fresh consultation
in accordance with Article 95 of the Treaty on the assistance
to be granted to miners collectively put on short time in

1) See No. 90 below.
%) See Nos. 59 and 140 below.
) See No. 87 below
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Belgium, also a further consultation concerning a financial
grant towards a second programme of studies and research
on industrial medicine.

The European Parliament

3. The European Parliament contiriued to exercise the

‘powers of debate and control conferred upon it by the Euro-

pean Treaties. This Report gives an account of the proceed-
ings in the European Parliament in connection with the
activities of the European Coal and Steel Community and
subjects of common interest to the three European Executives.

The 7th General Report already mentions the work
done by the European Parliament at its session of January 7—
15, 1959. This was followed on January 16 and 17 by a joint
session of the European Parliament and the Consultative
Assembly of the Council of Europe.

The Parliament reassembled under the presidency of
M. Robert Scauman from April 9 to 19, 1959. With regard to
E.C.S.C. in particular, the Parliament heard a statement by
the President of the High Authority, after which the 7th
General Report on the activities of the Community was
submitted. It then opened the debate on the statement and
the Report as well as its own Committees’ reports on the
operations of the coal and steel markets and the social aspects
of the coal problem. It voted two resolutions, one of which
stated the position taken by the Parliament on the coal
crisis. 1) ' '

In accordance with Article 22 of the Treaty, the
European Parliament resumed the proceedings at its annual
ordinary session of May 12 — 14, 1959. It continued the
debate on the 7th General Report on the activities of the
E.C.S.C. and discussed several reports from its Committees.

1) See Fournal officiel des Communautés européennes, May 8, 1959.
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Following these debates the Parliament adopted three reso-
lutions, one on the development within the E.C.S.C. of meas-
ures concerning industrial health and medicine and indus-
trial safety, another on technical and economic research
within the E.C.S.C,, and a third stating the six Governments’
attitude to the proposals made by the conference on safety
in coalmines.

The Parliament also voted two further resolutions,
one concerning the future permanent seat of the European
institutions and the other on the creation of a European
University. 1) ‘

From June 22 to 26 the Parliament continued its
annual ordinary session. In view of the importance of devel-
opments in the coal market, the High Authority had sub-
mitted, for consideration at this session, a special Report 2)
going over the events in this sector between January 31 and
Mayl5, 1959, and containing the principal documents rele-
vant to this period. The Parliament considered a report on
energy problems raised in the General Reports on the acti-
vities of E.C.S.C., E.E.C. and E.A.E.C., and adopted a
resolution on the development of European energy policy.
Subsequently a resolution was voted on E.C.S.C. budgeting
and finance. 3)

The Parliament continued its work at the session
held from September 22 to 25, 1959. It took note of a state-
ment by President Schuman on the results of the meeting
which took place on July 25, 1959, between a delegation
from the European Parliament and the Foreign Ministers of
the member States on the seat of the European institutions.
The Parliament heard an address delivered by Sig. Piero
MavrvEsTrTi, President of the High Authority, on behalf of

1) See Journal officiel des Communautés européennes, June 8, 1959.

%) See Special Report by the High Authority to the European Parliament on
the Coal situation (January 31 to May 15, 1959).

?) See Journal officiel des Communautés européennes, July 15, 1959.
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its new members. It discussed a Committee report on the
policy of freedom of movement for workers, on housing
contruction policy, certain manpower problems in the Com-
munity industries, and on the assistance to be granted to
miners collectively put on short time as a result of the drop
in coal sales. A resolution was adopted giving effect to the
inaugural address by the President of the High Authority
and another on manpower problems. 1) The Parliament also
closed the debate on a report on the European Economic
Association.

As provided by Articles 139 and 109 of the Treaties
establishing the European Economic Community and the
European Atomic Energy Community, the Parliament held
a brief session on October 20, 1959 and deferred proceedings
to the plenary session of November ,1959. '

At its November session, held from November 20
to 27, the European Parliament exchanged views with the
Council of Ministers and the Community Executives on mat-
ters concerning relations between the Parliament and. these
Councils, co-ordination of the six member countries’ external
policy in regard to third countries, particularly in regard to
under-developed countries, and on the problems raised by
the association of overseas countries and territories. Two
resolutions were adopted, one concerning the first, the other
on the third item discussed. 2)

The Parliament resumed its work on January 11,
1960 when it heard a statement by the President of the High
Authority on the problem of readaptation in the Community
and the revision of Article 56 of the Treaty; it adopted a
resolution in support of the High Authority’s work in this

1y See Journal officiel des Communautés européennes, October 10, 1959.
%) See Journal officiel des Communautés européennes, December 19, 1959.
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matter. !) It also discussed a report concerning the statement
from President ScHuMAN on the conversations ‘held on July
25, 1959, between the European Parliamentary delegation
and the representatives of the six member Governments on
the future seat of the European institutions. It further dis-
cussed a report on the problems arising in connection with
a “ European district ”. These debates were followed by
a vote on a resolution. 3)

The Special Council of Ministers

4. ~ The Council was closely associated with all E.C.S.C.
activities. Details will be found in the different chapters of
this Report, but it may be useful to outline here the various
aspects of its work during 1959. :

The Council met eleven times during this period;
discussions of the coal situation took place at.every meeting.

At its 56th meeting (january 13, 1959) the Council
gave its agreement to a draft decision by the High Authority
to amend Decision 27—58 concerning the t1me-hm1t for
subnuttlng applications for ﬁnanc1al assistance m connection
with the accumulation of pithead stocks. '

The question of reviewing this decision was the sub-
Ject of an exchange of views at the 57th meeting (Febuary 5,
1959). A lengthy discussion took place at this meeting on the
coal situation and the action taken by the Federal Government
of Germany over customs duties. The Council took a posmon
on the advisability of extending the validity. of the various
Joint financial arrangements of the Ruhr coal-sélling agencies.
It gave its agreement, as requested by the High Authority,

1) See Journal officiel des Communautés européennes, February 4, 1960.
%} See Journal officiel des Communautés européennes, February 4, 1960.
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to a technical research project. 1) The Transport Ministers
of the member States meeting in Council, considered the

problem of the disparities in freight rates on inland waterways
West of the Rhine.

The principal item of the 58th meeting (March 2,
'1959) was an exchange of views with the High Authority on
what measures should be taken to improve the situation in
the coal market and in particular whether Articles 58 and 74
of the Treaty should be invoked. Proceedings at this partic-
ular meeting also included approval of the tonnage of Belgian
coal production on which a subsidy would be allowable for
1958 and 1959. Further, the Council was consulted by the
High Authority on the despatch of a recommendation on
steel price levels in the Common Market to the French
Government under Article 67 of the Treaty.

At its 59th meeting (March 23, 1959) the Council
heard an overall statement by the High Authority of its
considered opinion on the need for recourse to Community
action regarding coal. Further, the Council approved the
introduction of wage supplements for mine-workers affected
by collective short-time working in Belgium.

Coal problems were also the central item at the
60th and 61st Council meetings (May 4 and 5 and 14, 1959).
The Council considered measures drafted by the High Author-
ity for the implementation of Articles 58 and 74 of the
Treaty without, however, giving its agreement as requested. 2)
After taking a vote on this subject, the Council immediately
approved certain measures advocated by the High Authority
for alleviating the effects of the coal crisis in Belgium. It
also laid down certain customs tariff regulations for the next
six-monthly period and gave its agreement to the allocation of
a financial grant for a technical research project.

1) See Nos. 126g and 131 below.
%) For greater detail, see the Special Report by the High Authority to the
European Parliament on the Coal Situation (January 31 to May 15, 1959).
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The Council held its 62nd meeting on July 31, 1959,
at which it approved the High Authority’s proposals concern-
ing the tonnages of coal on which the Belgian Government
would be allowed to pay subsidies for 1959, and proposals
concerning the details of the financial assistance to be granted
for the readaptation of workers affected by an overall pro-
gramme for the closure of Belgian mines between 1959 and
1961. The Council gave its agreement to the allocation of a
financial grant for technical research projects, and took two
decisions, one on the regulations governing the exportation
of certain classes of scrap, the other on the inclusion of certain
products in the Common Market for coal and steel. )

The 63rd and 64th meetings of the Council (October
12 and November 17, 1959) were devoted in particular to
considering the problems involved by the revision of Article
56 of the Treaty regarding readaptation, to the extension of
the special temporary allowance to mine-workers in Belgium,
and to the extension of the regulations governing exports of
used rails. The Council also received a progress report from
the High Authority on work in connection with energy
problems, and issued fresh terms of reference to the ad hoc
Committee on Inland Water Freight Rates.

The Council met for the last time in 1959 on Decem-
ber 15 (65th meeting) and held the consultation requested
by the High Authority on the threat of fundamental and
persistent disturbances in Belgium and the measures to be
taken under Article 37 to put an end to this situation. The
Council agreed to the extension up to December 31, 1959,
of the financial assistance granted to miners put on short
time in Belgium. The Council also approved the High Author-
ity’s proposals for organizing a conference at which the
problems arising in connection with the industrial redevelop-
ment of areas affected by the closure of mines are to be
examined and supplemented the half-yearly customs tariff
regulations which it had laid down at its 64th meeting.

1) See No. 115 below.
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The 66th meeting of the Council took place on
January 26, 1960. The Council and the High Authority agreed
on a draft revision of Article 56 of the Treaty framed in
accordance with the opinion given by the Court of Justice
in December, 1959. 1) The Council also approved the ¢« Me-
morandum on the Co-ordination of Energy Policies ? sub-
mitted by the High Authority in agreement with the other
two Executives. 2) At this meeting the Council also dealt
with questions of extending the arrangement whereby Belgian
miners collectively put on short time are to be paid special
assistance in accordance with a descending scale. °)

The Court of Fustice of the European Communities

5. is made up as follows:

President : A.M. DONNER;

Presidents of the two Chambers of the Court for the
judicial year : L. DELVAUX, R. Rossi;

Judges : N. CaTaLANO ,C.L. Hammes, O. RiEsg, J. RUEFF;

Advocates assisting the Court :
M. LacranGg, K. ROEMER;

Clerk to the Court: A. Van Hourte.

On December 21, 1959, the President of the Court
of Justice forwarded a letter of resignation from Judge RUEFF
to the President of the Special Council of Ministers. Judge
Ruerr’s post thus became vacant.

Following its installation the Court paid official
visits to the Heads of State, the Governments and the Supreme
Courts of the six Community countries.

1) See No. 148 below.
3) See No. 36 below.
9) See No.. 59 below.
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On March 3, 1959, the Court instituted new rules
of procedure 1) largely based on the old rules but adapted
to the new tasks conferred on the Court by the Treaties of
Rome. According to the new rules the Community institu-
tions have to submit all documents in the four official lan-
guages, '

During 1959 the Court registered 46 fresh appeals
brought against the High Authority and four against the
E.E.C. Commission. It delivered 14 Judgments. 64 cases
concerning E.C.S.C. activities were pending at the time of
going to press. Five of these cases are brought by member
States, 55 by enterprises and 4 by staff members of the Com-
munity institutions. Broken down by matters in dispute, 17
cases concern price-compensation for imported scrap, 29 are
on transport matters, 9 on problems of agreements and con-
centrations and competition, 4 on personnel matters and 5
on various problems relating in particular to the general
levy and to the exercise by the High Authority of its control
powers.

Cases from the other Communities amount at the
time of going to press to four appeals on personnel matters
brought against the E.E.C. Commission by members of its
staff. -

By its judgment of February 4, 1959, the Court
declared inadmissible the appeal No.17/57 brought by the
Netherlands coal producers’ association * De Gezamenlijke
Steenkolenmijnen in Limburg ”, which had disputed the
High Authority’s attitude towards the Federal Republic of
Germany regarding the granting of a shift bonus to miners
employed below ground (Bergmannsprimie). The Court
supported the High ‘Authority’s contention that its action
in the matter was not a decision within the meaning of the
Treaty against which an appeal for annulment could be
brought. The same association subsequently brought an appeal

') See Fournal officiel des Communautés européennes, March 21, 1959,
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against the High Authority on the grounds of its failure to
act (Case No.30/59), under Article 35 of the Treaty.

By its judgment of February 4, 1959, the Court
dismissed the appeal No.1/58 by Friedrich Stork and Co.,
of Biinde, Westphalia. These wholesale coal merchants had
brought an action for damages before the Essen Landge-
richt against the Gemeinschaftsorganisation Ruhrkohlen
(GEORG). The company claimed compensation for damage
resulting from the fact that under the trading regulations
introduced by “ GEORG ” on February 5, 1953, the com-
pany was no longer supplied as a wholesaler entitled to
direct supplies. Under Article 65, 4 of the Treaty, the Essen
Landgericht had suspended the proceedings until the High
Authority had come to a decision as to the compatibility of
these sales regulations with the provisions of Article 65, 1 of
the Treaty. On November 27, 1957, the High Authority
had decided that in view of section 12 of the Convention
containing the transitional provisions and also in view of
Decision No.37/53, the prohibitions contained in Article 65,
1 did not apply to these trading regulations prior to February
9292, 1956, the date on which the High Authority’s Decisions
Nos. 5, 6 and 7/56 of February 15, 1956, concerning the
new joint Ruhr coal selling agencies came into force. The
Court dismissed the appeal against this decision.

In its judgment of March 20, 1959, in case No.18/57,
brought by the I. Nold K.G. on regulated coal sales in the
Ruhr, the Court annulled certain provisions of Decisions
Nos. 16, 17, 18 and 19/57, taken by the High Authority on
July 26, 1957, for faulty drafting in that they were insuffi-
ciently substantiated. The provisions annulled concerned the
quantitative criteria for the’ admission of coal dealers as
direct-buying wholesalers by the Ruhr coal-selling agencies,
and to the criteria for becoming a member of the ¢ Ober-
rheinische Kohlenunion. ”” The Court had already, on De-
cember 4, 1957, ordered a stay of execution of these decisions
in so far as the new quantitative criteria had deprived the
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appellant company of the status of a direct-buying whole-
saler.

In the further judgments of July 17, 1959, the Court
gave its decisions on 9 cases concerned with price-compen-
sation for imported scrap.

Appeals Nos.20 to 23/58, brought by several German
enterprises against the definition of “ own arisings * which
are not subject to the price-compensation levy for imported
scrap, were declared inadmissible.

The same questions were raised by French enter-
prises in cases Nos.32. 33 and 42/58, and the Court gave a
ruling in principle by rejecting the broad construction which
the plaintiffs seemed to place upon the concept of *own
arisings. ”

Several Italian enterprises, appeals Nos.36, 37, 38,
40 and 41/58, had disputed Decision No.13/58 of July 24,
1958 1) by which the High Authority, following the Court’s
decision of June 13, 1958 in the « Meroni ” case, had changed
the management of the price-compensation scheme for im-
ported scrap. The Court declared two of these appeals inad-
missible because the period allowed for bringing the action
had expired, and dismissed the others for want of sufficient
grounds.

Case No.1/59 dealt with the fine imposed by the
High Authority on the Macchiorlatti Dalmas et Figli enter-
prise for charging prices higher than those in its schedule,
contrary to Articles 60 . of the Treaty and to the implemen-
ting decisions taken by the High Authority. On December 17,
1959, the Court dismissed as unfounded the appeal by which
this enterprise sought to have the fine remitted or, alterna-
tively, reduced.

1) See Fournal officiel des Communautés européennes, July 30, 1958,
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On the same day the Court dismissed appeal No.
14/59 brought by the Société des Fonderies de Pont-a-Mousson
against the High Authority’s refusal to exempt it from the
price-compensation levy for imported scrap. The plaintiff
company had maintained that being a cast-iron foundry it
was not subject to E.C.S.C. jurisdiction. It further charged
the High Authority with having rejected its application for
exemption from the price-compensation levy for imported
scrap. According to the appellant company this rejection
amounted to violation of the Treaty objectives and of the
general principles of law of the Community, and was speci-
fically an act of discrimination and interference with normal
conditions of competition. The Court pronounced the appel-
lant company’s grievance to be without foundation.

In appeal No.23/59, the ‘¢ Acciaieria Ferraria di
Roma ” (F.E.R.A.M.) had requested a declaration that the
High Authority was responsible for the consequences of
certain fraudulent operations in scrap. The appellant com-
pany alleged against the High Authority that large quantities
of scrap had been sold via the Joint Office of Scrap Consumers
during the years 1954 to 1957 under cover of fraudulent
certificates issued by an official of a Member State, and that
these quantities of scrap had thus improperly benefited from the
compensation bonus payable on imported scrap. The Court
rejected the appellant company’s allegations that the High
Authority’s responsibility was involved, by reason either of
a guarantee given by it or of a mistake committed by one of
its officials. The Court therefore dismissed the appeal as un-
founded.

On December 17, 1959, the Court issued for the
first time an opinion under Article 95, 4 of the Treaty (*“ mi-
nor revision ). In accordance with these provisions the High
Authority and the Special Council of Ministers had submitted
to the Court a draft amendment to Article 56. The Court
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stated in its opinion that this draft did not comply with
the provisions of Article 95, paras.3 and 4 of the Treaty. 1)

Section 2 = Co-operation among the European Communities,
with special reference to that among the European Executives

6. Already in the Seventh General Report the then
High Authority indicated that the apprehensions expressed,
before the entry into force of the Treaties of Rome, about
the dangers of a dispersal of the European Communities’ ad-
ministrative seats had not proved to be unjustified. The High
Authority emphasized at the time that the disadvantages
of this situation had restricted the services’ chances of prac-
tical functioning and had also impeded the organization of
co-operation among the Executives,

The new High Authority was faced by the same
problems, and the difficulties encountered brought it to a
similar conclusion. The organization of the work of the Euro-
pean Executives is encumbered by an additional burden
through the absence of a single seat. It proved impossible to
hold the meetings on the plan outlined in the Seventh General
Report 2} at monthly intervals as originally decided. The
European Executives nevertheless continued their endeav-
ours to intensify co-operation, the value and importance
of which are daily apparent. As in the past, the High Author-
ity will also in future give its very special attention to this
matter. '

7. In connection with the organization and function-
ing of the joint services of the three Executives, as described
in the Seventh General Report, ?) some additional details
can be given regarding progress achieved in 1959, The Exe-
cutives are at present considering possibilities for improving

1) See No. 147 below.
*) See Seventh General Report, No. 7
3) See Seventh General Report, No. 9.
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‘the system of administering these joint services by sim-
plifying it as much as possible.

a) To ensure uniform interpretation and imple-
mention of the European Treaties, the three sections, of the
joint Legal Department consulted each other on all matters
which might have raised problems for the other European
Executives. Further, certain officials in each section were
assigned to consultation and research work of joint interest
to the three Communities. '

b) The preparatory work of organizing the joint
Statistics Department was completed during the last few months
of 1959. This joint service, now known as the Statistical
Office of the European Communities, is responsible for all
statistical problems arising in the three Executives; it carried
on its work in Luxembourg and also took up its activity in
Brussels. The Bureau is organized as follows :

A steering committee lays down the general outlines
of the working programme. This committee consists of one
member from each of the three Executives. The Director-
General of the Statistical Office is responsible for directing
and supervising the work. He is assisted by an advisory body,
a council of the directors of the national statistical offices,
which meets in principle every six months. The Bureau of
Statistics of the European Communities comprises three
departments : general statistics, trade and transport statistics,
and energy statistics, and three specialized sections : indus-
trial, agricultural and social statistics.

The Statistical Office is continuing, in all the sectors
within its competence, the harmonization work which the
Statistics Division of the High Authority had initiated for
coal and steel, in co-operation with the national statistical
offices (chiefly with the official bureaux of statistics).

The Statistical Office has already prepared or issued
a number of publications. The new edition of the Statistical

2a
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Pocket-book was supplemented by numerous tables on sources
of energy other than coal, and is now entitled Statistical
Pocket-book — Energy (Coal and other Sources of Energy)
— Iron and Steel. ”

Short-term statistical data have been appearing
since January Ist, 1960, in the form of a general bulletin of
statistics. The Statistical Office also issued a series of publi-
cations dealing with industrial and agricultural statistics.
A new series on the six countries’ external trade is in prepa-
ration. The first issue in this series covering the years 1953
to 1958 has already appeared. All the publications prepared
by the E.C.S.C. Statistics Division are continuing to appear.

¢) The practical difficulties of organization resulting
from the absence of a single seat, coupled with the legal,
administrative and financial differences between the E.C.S.C.
and the other two Communities, made themselves felt par-
ticularly strongly in the joint Press and Information Service.
It has not been possible so far to lay down a definite struc-
ture and working programme for this service. Pending the
organization of a joint service, the High Authority, in Febru-
ary, 1958, provisionally made the facilities of its own Infor-
mation Service available to the two new Communities. It is
to be regretted that this transitional arrangement, with all
the inconveniences it entails, has not yet been terminated.
The High Authority considers it essential that a decision
should be taken without delay to dissipate the manifold un-
certainties which have been encumbering the working of
this Service over the past two years.

An inter-Executive Working Party, consisting of
one member from each Executive, was set up for information
matters in May 1958. Discussions among the three Execu-
tives on the setting-up of the Joint service and on the details
of its functions continued throughout 1959. In July, in reply
to a questionnaire addressed to the three Executives by the
rapporteur to the European Parliament’s Political Affairs
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Committee, the President of the High Authority stated the
High Authority still considered it essential :

1. to preserve the unity of the Information Service,
both for functional and for political reasons;

2. to appoint a seperate spokesman for each Executive,
who, in carrying out his duties, would be answerable
only to the Executive whose authorized spokesman
he is, in view of the division of competencies among
the three Executives;

3. to make joint arrangements concerning the Infor-
mation Offices established in the various capitals.

The High Authority is prepared to meet 40%, of
the joint budget, estimated for 1960 at an overall figure of
85 million Belgian francs. However, the Councils of E.E.C.
and Euratom have so far only approved amounts represent-
ing an overall budget of Bfr. 75 million. Clearly, the uncer-
tainty regarding budgetary funds available to the E.E.C,,
and Euratom Commissions has rendered the negotations among
the Executives increasingly difficult, the more so in that the
Commissions have to cover out of these funds not only the
cost of their own activity (expenditure in connection with
the Spokesman Group and for specific information work),
but also the cost of the general joint information work. The
High Authority hopes that the discussions opened with the
European Economic Commission — now in the difficult
position of having to provide an adequate information service
for the numerous sectors under its jurisdiction, with rather
limited means — will nevertheless lead in the near future to
an arrangement acceptable to both parties. The High Author-
ity is ready to agree to any arrangement which will produce
results proportionate to the share it is prepared to accept
in the overall budget.

Although the work of ‘the ‘Information Service is
hampered by the temporary nature of its organization and
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also by its limited means, it is being carried out in different
fields as follows :

— daily press releases, issued direct by the spokesman
for each Executive and commented on where neces-
sary by the Information Offices set up in the various
capitals (Bonn, The Hague, Paris, Rome, London
and Washington);

— fairs and exhibitions; individual participation by
one Community, or joint exhibit by all three Com-
munities, according to the nature of the fair or exhi-
bition (in 1959 all three were represented at the
New York Fair); :

— the Information Service publishes bulletins in the
different member countries, as a rule once a month,
with a circulation progressively increased to meet
public demand;

— the Information Service collaborates continuously
with the big radio and television networks and has
organized several special operations covering out-
standing events in the history of the European
institutions. A short-length film was distributed in
1959 and two or three documentaries are due for
production in 1960;

— many information meetings were held, comprising
conferences, lectures, briefing sessions, chiefly in
Brussels and Luxembourg but also in the other Com-

- munity countries, organized either direct by the
Information Service or in co-operation with national
or .international movements covering a wide range
of professional groups and sections of public opinion;

— universities were supplied with teaching and infor-
mation material on the European' Communities,
scholarships and a prize for a doctorate thesis were
founded, and numerous contacts established with
university lecturers and students.
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Organic links

8. The details given in the Seventh General Report of
liaison instituted between different departments of the Exe-
cutive must be supplemented by the following particulars
covering 1959.

a) In the field of transport, co-operation between the
High Authority and the E.E.C. Commission, on which an
Agreement was concluded, *) took effective shape.

A permanent liaison office of the High Authority’s
Transport Division has been functioning in Brussels since
July, 1959, at the E.E.C. Transport Directorate, so that the
two transport departments are now in permanent contact.
The two -Executives also consult one another on important
problems as they arise. Thus, the High Authority sought
the opinion of the E.E.C. Commission before adopting a
definite position regarding the publication of freight schedules,
freight-rates and conditions of carriage applicable to road
haulage, and regarding the elimination of the disparities in
freight-rates for shipments on inland waterways other than
the Rhine. The E.E.C. Commission consulted the High
Authority before drafting the final text of its proposals to
the Council concerning the rules abolishing certain discri-
minatory practices under Article 79,3 of the E.E.C. Treaty.
The two Executives are now proposing to intensify this co-
operation still further in view of its proven value, and are
jointly considering the practical measures to be taken to
that effect.

b) In the field of social affairs the co-operation described
in the Seventh Report continued to prove highly valuable.

¢) Inter-Executive co-operation with regard to the
working out of a co-ordinated energy policy was further strength-
ened. The new High Authority considered it important to

1) See Seventh General Report, No. 10.
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give a fresh stimulus to this work as soon as it took office. In
this spirit President MaLvesTiTy, in his inaugural address
to the European Parliament on September 23, 1959, stated
that the new High Authority had taken the initiative within
the inter-Executive Working Party — which had meanwhile
been organized on a fresh basis — to draw up a series of
concrete proposals in accordance with the mandate received
from the Governments by the protocol of October 1957.
These proposals are recorded in a memorandum approved
by the three Executives. Their essential aim is to clarify the
procedure to be followed in a field where the situation had
become somewhat complicated from the institutional point
of view. The memorandum was submitted to the Special
Council of Ministers on October 12, 1959, and the European
Parliament’s Energy Committee was informed of it on October
21, 1959, on the occasion of an exchange of views with the
High Authority. The final text, which was drafted at the
Council meeting of January 26, 1960, is given in Chapter
Three of this Report. 1) The Executives, drawing on the
studies made by the ad hoc working parties consisting of staff
members from all three Institutions, jointly worked out
basic studies which served as introductions to detailed dis-
cussions at joint meetings of the European Parliament’s
Energy and Market Committees. Chapter Three below
deals with the fundamental aspects of energy policy co-ordi-
nation,

d) Regarding relations between the High Authority
and the Councils of the E.E.C. and Euratom, it may be noted
with satisfaction that the system whereby the E.C.S.C. Exe-
cutive takes part in the meetings of the two Councils, as
described in the Seventh General Report, 2) continued to
function effectively. The converse can now be adopted,
with the E.E.C. and Euratom Commissions taking part in

1) See No. 36 below.
%) See Seventh General Report, Nos. 6 fF.
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E.C.S.C. Council meetings to discuss energy problems, as
provided for in the memorandum mentioned above.

¢) Work on drafting Staff Rules and Regulations for the
new Communities continues. Representatives of the High Author-
ity (and of the joint institutions) participated, and will
continue to participate, in the tasks of the Working Party
set up for this purpose by the Council of Ministers of E.E.C.
and Euratom. The studies initiated by this Working Party
which, in addition to representatives of the Institutions,
includes experts from the different countries, culminated in
the adoption by the Councils of a system of remuneration
and of a number of regulations very similar to those in force

in E.C.S.C.

It may be hoped that the staff rules and regulations
finally adopted for the new Communities will make it pos-
sible, by a procedure to be established by the Committee
of Presidents (the budgetary authority set up under Article
78 of the E.C.S.C. Treaty), to arrive ultimately at a unifi-
cation of the staff rules and regulations of all the European
Communities.

The High Authority, recognizing how important it
is that there should be a single code of staff rules and regu-
lations for all European officials, will continue to follow devel-
opments in this matter with great interest and to offer its
help and experience.
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CHAPTER TWO

COMMERCIAL POLICY
AND EXTERNAL RELATIONS

9. Since the last General Report, the Community’s
main problems in the field of external relations have been
questions of commercial policy arising out of the coal situation.

COMMERCIAL POLICY

10. The High Authority has always held that a major
aim of Community policy should be to allow the broadest
possible benefit from the advantages of the Common Market
to accrue to non-member countries; and while the High
Authority has acted on this conviction from the beginning,
it considers that the Community may nevertheless, when the
fundamental objectives of the Common Market are in danger,
have to seek an equitable balance between the exertions
which the member countries were required to make and the
understanding which the third countries were asked to show.

Endeavours to establish this balance would no doubt
be facilitated if the Paris Treaty provided for a genuine com-
mercial policy, or if the High Authority at least possessed
greater powers to ensure harmonization of the commercial
policy measures taken by the member States. A number of
safeguards could then be taken in good time, which would
obviate the need to resort to more coercive measures if the
situation deteriorated. "

The situation is however otherwise : Article 71 of the
Paris Treaty leaves — except in certain specific cases — the
Governments a large measure of independence, and the
High Authority had, in the course of last year, to invoke the
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spirit rather than the letter of the Treaty, endeavouring to
introduce some coherence into the action taken by the member
countries regarding imports from outside the Community,

In so doing, the High Authority based itself, on the
resolution adopted by the European Parliament at its April,
1959, Session, requesting the High Authority “ to agree with
the Governments a common commercial policy on imports of
third-country coal in line with the requirements of the situa-
tion ™, 1) -

In view of the fact that the co-ordination scheme 2
put forward by the High Authority in May 1959 was not
adopted, no common importation programme was intro-
duced, and each country therefore acted independently,
although the High Authority made every eflort to see that
the measures taken did not conflict unduly.

As matters stand at present, the situation in the six
countries may be summed up as follows :

In the Federal Republic of Germany, it will be recalled
that the Government felt obliged, in September 1958, to put
a stop to the concluding of fresh contracts for the importation
of coal from third countries. F urther, the Federal Government
enjoys the benefit of the mutual aid clause in Article 71 and
is thus able to carry out a frontier check on the origin of
shipments to prevent indirect imports of coal from third
countries.

However, action taken with effect from September 4,
1958, has related only to fresh contracts. German importers
and consumers were still holding contracts concluded before
this date, involving an approximate total of 36 to 40 million
metric tons of coal. The problem thereupon arose of how to
prevent unchecked pressure from being exerted on the market

1) See Fournal officiel des Communautés européennes, May 8, 1959,
*) See Special Report by the High Authority to the European Parliament on
the coal question, and No. 57 below.
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by these tonnages of coal, and with this end in view, and also
in the hope of procuring the commutation of such contracts on
a commercial basis, the High Authority, on January 28,
1959, addressed a recommendation to the Federal Govern-
ment, requesting it, in accordance with Article 74, 3 of the
Treaty to levy, temporarily, a customs duty not exceeding
DM20 per ton on all imports of third-country coal, and also
to allow a minimum duty-free quota of 5 million metric tons
for the year 1959.

The High Authority reserved the right to alter the
duty-free quota if developments in the situation made this
necessary, and also’ requested that there should be no dis-
crimination in the application of the quota.

In compliance with this recommandation, which was
made in accordance with the relevant international agree-
ments, the GATT agreements in particular, the Federal
Government amended the Customs Tariff Law. ) Only very
small tonnages were imported in 1959 over and above the
duty-free quota.

Further, the German collieries introduced a repur-
chase and indemnification scheme operated by the ““ Notge-
meinschaft Deutscher Kohlenbergbau ”, which succeeded by
the end of the same year, thanks to funds placed at its disposal
and to the introduction of the duty of DM20, in reducing
contracts still running up to the end of 1961 to a total of
approximately 10 million metric tons. To this figure must be
added 11 million tons representing contracts temporarily
suspended.

As early as July, however, the Federal Government
informed the High Authority that persistent serious difficul-
ties in the German coal situation would require the duty on
coal imports to be maintained in 1960.

1) Bundesgesetzblatt, No. 4, February 13, 1959.
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After ‘a detailed study of the situation, the High
Authority, fearing that contracts not yet terminated might
all burden the market during one particular year, and being
anxious at the same time to encourage importers to continue
terminating contracts, on November 3, 1959, addressed a
recommandation to the Federal Government, requesting it
to fix for 1960 a duty-free quota of 5 million metric tons mi-
nimum, and to continue to levy the duty of DM20 an any
tonnages in excess of this figure.

In its covering letter the High Authority stressed
that the action recommended would have to go hand in hand
with an energetic policy of reorganization.

At the same time, the High Authority requested the
Federal Government, as it had done in the letter accompany-
ing its recommendation of January 28, 1959, to avoid any
discrimination in the application of the quota, including such
discriminations as might have been current in respect of the
traditional routeing of coal imports to Germany.

A law was passed by the Bundestag on November 4,
1959, giving effect to the High Authority’s recommendation. 1

Before this recommendation was despatched and until
legislative action had been taken by the Bundestag, the High
Authority and the German Government, wishing to act in a
true spirit of international co-operation, maintained perma-
nent contact with the exporting countries, particularly with
the United States of America and the United Kingdom,
They were at pains to find for the allocation of the quota
reference periods which would place an equitable burden on
these traditional suppliers of coal to the Community. Finally,
the exporting countries adopted an understanding attitude
in view of the critical coal situation in the Community and of
the sacrifices being made there.

1) The law in question fixes a duty-free quota of 5-13 million metric tons.
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Particulars are given later in this Report, in the
section dealing with the Council of Association, of how this
problem was satisfactorily disposed of in the case of United
Kingdom exporters.

German legislation on customs controls and the dis-
tribution of imports contains no special provision on routeing
itineraries. Since the majority of contracts terminated were
from South German agencies, transit imports of coal via
Netherlands ports showed a proportionately steeper drop
for 1959 than the average recorded at the other Community
ports.

The subject was discussed on several occasions between
the German and Netherlands Governments with a view to
coming to an arrangement acceptable to both parties. The
High Authority lent its good offices to these conversations
and requested the German Government to promote Commu-
nity goodwill by making every effort to ensure that the meas-
ures which it had been obliged to take would cause the least
possible damage to Netherlands interest.

In Belgium, the coal industry has been passing since
1958 through a particularly severe crisis. Like the Federal
Republic, Belgium was obliged to introduce controls in
respect of third-country coal during 1958, parallel action
being taken by the other member States under the mutual
aid clause.

Since the Belgian Government was deprived of the
assistance provided for by the Treaty in the event of a manifest
crisis affecting the Common Market as a whole, owing to the
failure to apply the emergency scheme laid down by the
High Authority in May 1959, the Belgian Government, at
the meeting of the Special Council of Ministers on November
17, 1959, requested the High Authority to take suitable action
under Article 37 of the Treaty to cope with the situation.
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Following this request, the High Authority, acting on
the view that the functioning of the Common Market for
coal tended to give rise to fundamental and persistent distur-
~ bances in the Belgian economy, and having obtained the
Council’s agreement, took a decision on December 23, 1959,
regarding the application to Belgium of Article 37 of the
Treaty. 1) This decision in conjunction with measures for
the reorganization of the Belgian collieries and with other
measures designed to limit both deliveries of hard coal and
hard-coal briquettes from Community countries and delive-
ries from Belgium within the Community, provides that
imports of coal from third countries shall not exceed 600,000
metric tons for the year 1960, not including tonnages imported
for processing (the latter being cokeing fines which after
carbonization in Belgium are delivered as coke to other
Community countries or re-exported to third. countries).
The High Authority’s decision is intended to reduce imports of
third-country coal by approximately 400,000 metric tons
in 1960 as against 1959.

As in the case of the recommendations addressed to
the Federal Government of Germany, the decision taken on
December 23, 1959, in respect of Belgium was taken in
accordance with the provisions of the relevant international
agreements, and it requests the Belgian Government to avoid
any discrimination in the allocation of tonnages imported
from third countries.

Before taking this decision, the High Authority and
the Belgian Government maintained close contact with the
American and British authorities, making clear to them why
it was necessary to resort to exceptional measures and stressing
how.much Belgium was doing to reorganize its coalmining
industry and also the fact that the measures planned were
Community ones. In the view of the High Authority, this

1) See Nos. 71 fI. below.
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should keep imports from non-Community countries to a
minimum.

During these various discussions and negotiations, the
exporting countries showed even more concern for the obser-
vance of a spirit of perfect equity in the measures affecting
them than anxiety at the extent of the sacrifice asked of
them, substantial as it was in the circumstances.

Reference is made under ¢ Council of Association »
to the consultations in the Council in connection with this
matter.

Apart from the Federal Republic of Germany and
Belgium, the situation regarding imports into the Community
is as follows :

France has a system of Government control which
enables the tonnages imported to be scaled in proportion to
the requirements of an overall energy policy. 1)

"In the Netherlands efforts are continuing to maintain
imports at reasonable limits with due regard to the overall
situation within the Community.

In Italy, where coal imports are unrestricted, action
has been taken to promote Community interests by increasing
purchases of Community coal, with a consequent reduction
in imports from non-Community countries. ‘

The Community would profit by further action of
this kind, but this raises the problem of the relation of the
price of Community coal to that of third-country coal.

1y See No. 32, 3 below.



56 EUROPEAN COAL AND STEEL COMMUNITY

In Luxembourg, as in France, the State is intervening -
to ensure that third-country coal is only introduced into the
market on the basis of an import programme.

11 This outline of the current position as regards imports
into the Community demonstrates without further need of
proof the necessity of seeking solutions reflecting a true
Community spirit.

The High Authority is endeavouring to achieve
results along these lines, but is nevertheléss aware that a
* common policy on coal imports can only be worked out
gradually within the broader context of a permanent com-
parison of energy policy at Community level. The High
Authority has obtained the Council’s consent to a scheme
for an exchange of views in the near future, at political level,
on the general lines to be followed by the member countries
in 1960 in regard to imports and on the forecasts arising out
of this policy. It considers that such exchanges of views will
‘have the advantage of enabling each Government to know the
other Governments’ intentions and facilitating the adjustments
dictated by the overall situation in the Community.

It is clearly in the import field that difficult problems
are at present arising for the Community, but the permanent
‘comparison of commercial policies sought by the High
Authority is aimed as much at exports as at imports.

12. As regards steel, the commercial policy aspect has
presented no difficulties this year.

The Community, which is the largest steel exporter
in the world, has again, during 1959, increased by 10 9%
the record export figure reached in 1958,

Regarding export prices, these have since 1957 on
the whole been lower than internal Community prices, and
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it should be noted that in 1958 and 1959 the Community sold
very large tonnages at low, indeed very low, prices. Since
November 1959 prices have been rising somewhat. In spite
of several upward price adjustments in the internal market,
export prices now stand a few points above the internal
price-level.

The firmness of steel export prices since the intro-
duction of the Common Market shows that for some consi-
derable time and throughout the variations in the general
market situation, the consumer third countries have had the
benefit of very moderate prices, in some cases prices below
those obtaining in the Common Market.

As in past years, the High Authority has co-operated
with the Governments of the member States for the purpose of
drawing up for each six-monthly period the customs tariff
measures (suspension or reduction of customs duties, tariff
quotas) applicable to particular iron and steel products to
be imported from third countries.

13. The Dillon Tariff Negotiations — After Mr. Douglas
Dillon, Under-Secretary of State in the American State
Department, had intimated that his Government was pre-
pared to reduce American customs duties by 20% in the
course of fresh tariff negotiations at GATT, the contracting
parties reacted favourably to this proposal, and a further
stage in the process of lowering customs duties may therefore
be expected in 1961.

The European Economic Community and the Euro-
pean Coal and Steel Community will be taking part in these
negotiations, which are due to open in 1961 and during
which applications for tariff reductions may well affect the
rates of duty on E.E.C. as well as E.C.S.C. products. Prepara-
tory work for these negotiations is to begin now, and the
High Authority is engaged on working out a procedure which
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will take duly into account the competences of the two Com-
munities,

The Committees of the European Parliament will
be kept informed of developments in this matter, which is
still at a preparatory stage, although the list of application
from member States in respect of E.E.C. and E.C.S.C.
products was forwarded to the United States Government,
at its own request, on October 26, 1959.

THIRD COUNTRIES

4. 1) Council of Association — During the past year, the
Council of Association met twice in plenary session, at Luxem-
bourg on February 25 and in London on December 18.

These meetings were the occasion of the usual com-
parisons of the coal and steel situation in the United Kingdom
and the Community — a situation that reveals similarities
on both sides — and also of the consultations provided for
in Article 7 of the Association Agreement.

The Coal, Steel and Trade Relations Committees
met several times. Further, exchanges of views and informa-
tion on the trend in the coal markets of the United Kingdom
and the Community went on more or less continuously
through the United Kingdom Delegation at Luxembourg,
the High Authority Delegation in London, and at meetings
between representatives of the High Authority, the British
Ministry of Power and the National Coal Board.

Details of the matters discussed at these various
meetings will be published in the third annual Report of
the Council of Association. The major items may be summa-
rized as follows :
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The Coal Committee considered the energy situation
and the outlook for coal in 1960. It also undertook to examine
the reciprocal trade in coal between the two parties as part
of a long-term policy, if possible on a permanent basis. A
special working party was set up by the Committee to study
the long-term energy stiuation in the United Kingdom and
in the Community. ’

Finally, the Committee is studying the problems
associated with the application of systems of delivered prices
for coal and the incidence of national and international
freight rates on delivered prices.

All these various comparisons and studies will be
carried on in greater detail, but they have already produced
information which may lead to certain adjustments to the
two parties’programmes or forecasts.

The Steel Committee continued, in particular, the
examination of the steel and scrap market situation in the
United Kingdom and in the Community, and the studies
already initiated onsteel price-formation. It made comparisons
concerning -the classification of different qualities of scrap
from the price-formation angle and intensified co-operation
between the two parties on technical research, and also co-
operated with the Coal Committee on a study of the quality
of coke for use in blast furnaces. '

As in the case of the Coal Committee, the Steel
Committee’s work usually consists of protracted studies which
do not produce immediate result but are none the less vital
for the Community and for the United Kingdom.

The concrete value of the Committee’s work was
particularly evident in the relations between the United
Kingdom and the Community when measures to restrict
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imports had to be taken in the Federal Republic of Germany
and Belgium on the recommendation of the High Authority.

In accordance with Article 7 of the Association
Agreement, consultations took place in this connection on
February 25, 1959, on coal imports into the Federal Republic,
and on December 2 and 18 on the restrictions on imports
imposed by Belgium.

In both cases representatives of the Governments
concerned took part in the consultations in the Council and
in the External Relations Committee under the above-mentioned
Article 7.

Regarding the import restrictions in Germany, the
first consultation could not be held until immediately after
the despatch of the High Authority’s recommendation of
January 28, 1959, in view of the urgency involved.

The United Kingdom representatives expressed the
view that the German draft law on allocation of Imports did
not take sufficient account of the traditional pattern - of
United Kingdom exports.

During the consultations on October 26, 1959, in
connection with the High Authority’s second recommenda-
tion, the United Kingdom, by adopting a new reference-period,
succeeded in obtaining an increase of 100,000 tons for its
exports in 1959-60, with an allocation schedule acceptable
to the other major supplier country.

Particular difficulties arose during consultations con-
cerning the method proposed by the Belgian Government
for the allocation of the maximum import quota for coal
from third countries which the High Authority had recom-
mended should be established. .
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: The association Agreement has the virtue of allowing
frank discussions, making for a greater degree of understanding
and harmony. :

It is for this reason that the Association Agreement
undoubtedly sets an interesting precedent at a moment when
the Communities as a whole are seeking to agree with some
European or non-European country, or with some new
group of countries, flexible and effective formulae enabling
commercial policy as a whole to develop harmoniously by
surmounting the difficulties which unavoidably arise. The
High Authority also desires to stress the valuable services
rendered by its delegation to the United Kingdom Govern-
ment, in particular by establishing contact with the many
different British authorities and other bodies.

2) United States — In June 1959, M. Paul Finet, then
President of the High Authority, visited the United States
with the Presidents of the other two European Executives at
the invitation of President Eisenhower.

In the course of a fortnight's tour of the United
States the President of the High Authority was received by
the President of the United States and by Mr. Douglas Dillon.
He was also able to meet a large number of leading figures
in the fields of politics, economics and finance. To these and
to the representatives of the American coal exporters and
‘trade unions, M. Finet explained the difficulties of the
Community’s coal situation. These contacts largely contributed
to the understanding shown by the United States for the
restrictions which the Federal Republic of Germany and
Belgium had been obliged to impose on imports of American
coal.

In a more general way, the visit by the three Presi-
dents strengthened the understanding and goodwill felt for
the Communities in the United States.
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3) Canada — At the invitation of the Canadian
Government, the President of the High Authority and the
Presidents of the other two Executives proceeded from the
United States to Canada, where they received a warm
welcome and had an opportunity to improve Canadian
knowledge and understanding of what the Six Countries
are doing in Europe to promote European integration.

Thus, at the beginning of 1960, the Canadian Govern-
ment expressed the wish to establish official relations with
the European Coal and Steel Community and to appoint a
representative to the Community. The High Authority will
be happy to welcome a Canadian Delegation alongside the
delegations already accredited to the Community by several
other countries.

4) Switzerland — An agreement was signed in Luxem-
bourg on July 24, 1959, between Switzerland, the member
States of the European Coal and Steel Community and the
High Authority, on the freight-rates and conditions of transport
of coal and steel shipped on the Rhine.

By this agreement Switzerland recognizes the con-
ventions established by the E.C.S.C. member States in an
agreement dated July 9, 1957, which provides for the con-
tinuous adjustment of officially regulated inland water trans-
port freight-rates in alignment with freely negotiated repre-
sentative international freight-rates. Switzerland moreover
undertakes to participate in the implementation of “this
agreement by informing the High Authority of its own inland
water freight-rates, as is done by the member States of the
Community. '

This agreement, which is in process of ratification,
enables a common policy on Rhine transport of coal and
steel to be adopted by all riverine States, whether or not they
are members of the Community.
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5) Greece and Turkey — Greece and Turkey applied
to join the general Common Market, and the Six welcomed
the association of these two countries, since it is most important
that European countries in progress of development should
not remain isolated. The High Authority is following with
interest the progress of current negotiations between these
two countries and the European Economic Commission.

6) Portugal — As an expression of its interest in the
European Coal and Steel Community, the Portuguese Govern-
ment accredited a delegation to the High Authority. Senhor
J.-T.C. Calvet de Magalhaes, Minister Plenopotentlary, was
appointed Head of this delegation and Permanent Observer,
and presented his credentials on April 29, 1959.

INTERNATIONAL ORGANIZATIONS

15. The High Authority sends representatives to the
meetings of international organizations which deal directly
or indirectly with matters relating to coal and steel.

This year was largely dominated by the concern at
the deadlock reached in the negotiations on the wider Free
Trade Area and the development of relations between the
Six and their partners in O.E.E.C. and the other countries
in the world; this development led, in particular, to the
formation of the small Free Trade Area of the Seven within
O.E.E.C.

The High Authority followed this development very
closely although, in view of its predominantly political nature,
coal and steel problems are not for the moment its ‘most
important aspect.

The High Authority is nevertheless ready to assume
all the responsibilities assigned to it by the Treaty when the
time comes for decisions to be taken regarding these problems
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and their implications for the European Coal and Steel
Community’s institutions.

Furthermore, the High Authority is taking part in the
work undertaken by the European Economic Community
towards bridging the gap between the Six and non-member
countries.

The High Authority followed the work of the Con-
sultative Assembly of the Council of Europe with interest; it
took part in the Conference on Local Authorities and in a
meeting of the Consultative Committee of Secretaries-General.

The High Authority thus had on apportunity to
explain its activities in the social field, particularly as regards
workers’ housing and readaptation.

At these meetings the High Authority was able to
ascertain the reactions of the other countries to these activities
and is thus in a position to take these into consideration in
connection with its future programmes.

The High Authority took part in the meetings of the
vertical Committees of O.E.E.C., i.e. those concerned with
iron and steel, coal, gas and manpower, and also followed the
work of the Council and of the Executive Committee.

It studied with particular care the report of the
Consultative Committee on Energy in view of its own pre-
occupation with these problems at the present moment.

Since the improvement in the liaison arrangements
with the U.N. Economic Commission for Europe (E.C.E.), the
High Authority is taking an active part in meetings and in
the discussion of problems coming within its own sphere of
activity, thus contributing towards better co-ordination and
avoiding duplication of work.
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As in preceding years, the High Authority partici-
pated as an observer in the work of the Interim Committee
on Nomenclature of the Customs Co-operation Council. In so far
as it relates to coal and steel products, this work is of great
interest to the Community.

The High Authority, which has already attended
certain meetings of the Regional Bureau for Europe of the
World Health Organization, agreed with this Organization,
that in view of the High Authority’s own tasks in the field of
industrial health and medicine, the existing liaison between
the two organizations could usefully be strengthened. A mutual
arrangement to this effect was concluded at Copenhagen to
the satisfaction of both parties. '

On the occasion of the 10th anniversary of the
establishment of the North Atlantic Treaty Organization, the
N.A.T.O. Parliamentary Conference held an extraordinary
congress in London, at which one of the principal items on
the agenda was the examination of all the various economic
problems arising within and without the Western world:

The High Authority accepted an invitation to parti-
cipate in this congress in matters connected with coal and
iron and steel.

Co-operation with the Iniernational Labour Office, which
has been an established practice for several years, is now
being developed further in a particularly important sector.

The High Authority and the International Labour
Office have concluded an agreement whereby the two orga-
nizations will co-operate within an International Information
Centre on industrial health and safety.

By assembling, abstracting and distributing — in
English, German, French and Italian — all available infor-
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mation on industrial health and medicine and industrial
safety, the Centre will help to supply speedy information to
individuals and institutions responsible for the prevention of
industrial accidents and for the protection of workers’ health
at their workplaces. This information will deal in particular
with the results of research carried out with financial assistance
from the High Authority, and with the scientific publications
and analytical studies inspired by the High Authority’s work
in this field. B

The High Authority also accepted an invitation to
participate in the 8th session of the Economic Commission for
Latin America, held at Panama in May 1959, at which the
establishment of a Latin-American Common Market and of
a Free Trade Area between a number of Latin-American
countries was discussed.

The High Authority had an opportunity to report
on its own seven years’ experience of the Common Market
for coal and steel and to study on the spot the problems
existing in Latin America in connection with these two
basic products.

16. From this outline of the external policy pursued by
the European Coal and Steel Community during the past
year it can be seen that the High Authority has had to deal
with difficult problems, particularly in regard toits commercial
policy, with inadequate powers.

Anxious to preserve the liberal climate prevailing
in the Community since its-inception, while at the same time
having to find appropriate ways and means for dealing with
the crisis through which the Community coalmining industry
is passing, the High Authority had to. take decisions of a kind
which will not only protect the industry as such but also
enable it to recover.
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In these endeavours, which at times places it in a
difficult situation between the member countries’ legitimate
interests and the no less legitimate interests of third countries
with which the Community maintains very close political
and economic relations, the High Authority was guided by
a desire to avoid running counter to the current of sympathetic
opinion, which is growing more and more favourable to the
integration of Europa in general and to the Communities
in particular.

“To this end, the High Authority maintained constant
contact with the accredited delegations of third countries,
and also with the United Kingdom through the Council of
Association, explaining the reasons for the action taken by it
and by the member States. It also kept in close touch with
the other Executives. '

Paying as it does close attention to the structural
changes which are taking place on the Continent, particularly
in the energy field, the High Authority believes that an
equitable balance between imports and production can be
achieved for coal in the future. This balance must be dovetailed
into the broader pattern of the overall energy policy to be
pursued at Community level.


User
Rectangle

User
Text Box
67-68

User
Sticky Note
Completed set by User


—————————

CHAPTER THREE

THE ENERGY MARKET AND THE NEED FOR
A CO-ORDINATED ENERGY POLICY

17. At the turn of the year 1958-59 the Community was
still suffering somewhat from the effects of the all-round
economic recession, though this had never actually been very
serious and was by that time already coming to an end. For
the most part the only visible result had been a falling-off
in the rate of economic growth, and more particularly in
the expansion of industrial production. Except in certain
individual countries and sectors — such as the iron and steel
industry — where special circumstances prevailed, the volume
of production had shown no absolute decrease in 1958. By

" the end of 1959 a vigorous revival was in progress.

Comparison of this trend with that in the energy
economy, and in particular in the coal sector, reveals clearly
that the position is still very from balanced in the energy
markets. The fact that the imbalance still persists after the
recovery in the remainder of the economy indicates that the
anomalous trend in the energy economy is due principally
to structural changes. ‘

Section 1 of this Chapter gives the first results of an
analytical study made of the present position ‘and future
outlook, with a view to determining the nature and extent
of these changes.

As a result of the difficulties in the coal market, the
Governments and the High Authority were obliged at the
end of 1958 and during 1959 to take certain steps. Section 2
outlines these, and makes it clear that, though valuable in
themselves, they can only be regarded as very fragmentary
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and necessarily inadequate elements of a genuine co-ordinated
energy policy.

Section 3 gives a progress report on the work initiated
for the purpose of arriving at a co-ordinated energy policy’
. which must take due account of both the structural and the
- economic and market problems so vividly high-lighted by
recent developments,

Section 1 ~— Present Position and Future Outlook
in the Energy Economy '

The situation in 1959

18. In 1958, for the first time since the end of the war,
energy requirements showed an absolute decrease in relation
to the figures for the previous year. The statistically computed
total of the Community’s energy supplies dropped from 1957
to 1958 by 4 million metric tons hard-coal equivalent, or
approximately 1%,. 1)

The significance of this downturn becomes more
clearly apparent if we compare the amounts actually consum-
ed with the rates of growth previously forecast. Earlier
forecasts of energy supplies for the period 1955-65 had assumed
an average annual increase in energy requirements of 2:99,.
Taking the yearly figures of this average trend and comparing
them with the actual figures in the table following, we find
that the discrepancy for 1958 amounts to 12 million metric
tons, or almost 39, of requirements.

19. In 1959, part of the leeway was made up. Provisional
partial figures indicate that actual consumption of primary
energy will be found to have been at least 5 million metric
tons above the previous record level of 1957. On the other
hand, the discrepancy as against the interpolated figures of
the movement forecast inasmuch as 15-16 million metric
tons, or approximately 3149.

1} Tonnages referred to in this Chapter are for the most part ex-
pressed in hard-coal equivalent (h.ceel). -


User
Rectangle


"EIGHTH GENERAL REPORT — 1960 !

Overall Trend in Community Consumption of Primary Energy
as Compared with Previous Forecasts D)}

(?000,000 metric tons h.c.e.)

Actual * -

t=1t energy Forecast Difference

basis basis
1950 291-3 291-3
1955 (refer. year) 3977 3977
1956 423-6 409-2 + 144
1957 4254 4211 + 43
1958 425-4 421-2 433-3 —12-1
1959 434-9 . 4303 445-9 —156
1960 456-9 . 452-3 458-8 — 65

1) These figures differ from those published by the Statistical Office of the European Communities
in the 1959 edition of their * Mémento de Statistiques — Energie (Charbon et Autres Sources
d’Energic) ” — Sidérurgie, for the following reasons :

(a) the figures shown are taken from the energy balance-sheets and are in terms of calorific
value, each form of energy — e.g. low-grade coal products — being calculated on the
basis of the approximate effective lower calorific value, whereas the statistics currently
published for hard-coal production are computed on a ton-for-ton basis and those for
brown-coal production on the basis of the standard figures;

(b) for technical statistical reasons, deliveries to West Berlin and Eastern Germany do not
figure as * home consumption” in the energy balance-sheets;

(c) bunkering fuels are included under * home consumption” in the energy balance-sheets

only when not for use in maritime shipping; in addition, the figures in the Mémento-

Statistique do not include refineries’ own consumption;

(d) water power is rated in the energy balance-sheets at 400 gr/kWh, and terrestrial heat

on the basis of the actual efficiency rating of the power-stations concerned; in addition,
the energy balance-sheets include the net difference between exports and imports of electric

<

current.
1) 1959 and 1960 figures partly estimated.

Within this general trend, the one source of energy
which had to bear the full brunt of the recession at once was
hard coal. To make matters worse, the substitution of fuel
oil and natural gas proceeded apace during the period of
reduced economic activity. Displacement of hard coal by fuel
oil and natural gas over these two years is estimated at
12-14 million metric tons h.c.e., while at the same time the
contribution of water power increased by some 2 million
metric tons.

20. To adopt a longer-term perspective, the share of
hard coal in the primary-energy supply of the Community
fell from 72-5% in 1950 to 57-8% in 1958. But while up to
1957 hard-coal consumption had continued, absolutely, to
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increase — only its share in the total diminishing — since
that date it has actually shown an absolute decrease, which
has not yet been made good. It is this fact that gives such a
new aspect to the whole situation of the coal economy. Inci-
dental as well as inherent factors have no doubt contributed
to make the coal crisis as acute as it is today. The falling-off

Trend in Community Consumption of Primary Energy
by Sources of Energy 1)

(actual and estimated figures)

("000,000 metric tons- h.c.e.)

1950 1955 1958 1959 1960

Hard coal 211-3%) 254-3%)| 245.9 | 2399 | 245.9
Brown coal (early and

late). 233 30-5 . . )
Hard brown coal 05 0-5 32:9 32:0 326
Qil 3) 347 772 ] 1028 | 1162 | 128-1
Natural gas and methane 10 | 54 87 11-3 13-0
Water power and terres-

trial heat ¢) 19-9 292 347 350 36-8
Peat 06 06 0-4 05 05

Total 291-3 | 3977 | 4254 | 4349 | 4569
(in %)

Hard ccal 72:5 63-9 57-7 552 53-8
Brown coal 8:0 7-7 7.7 7.4 71
Hard brown coal 02 0-1
Oil 11-9 19-4 242 26-7 28-0
Natural gas and methane 0-3 14 2.0 2:6 2.9
Water power and terres-

trial heat 6-8 7-3 82 8.0 81
Peat 0-3 02 01 01 01

Total 100-0 § 100-0 | 100-0 | 100-0 1000

1) Home consumption of primary energy inclusive of imported secondary energy and exclusive
of exported secondary energy. Conversion into hard-coal equivalent was made on the basis
of a standard coefficient of 7 000 keal/kg, Deliveries to West Berlin and Eastern Germany
have been counted as exports.

*) These figures are not ton for ton, but have been recalculated to take into account the diffe-
rences in calorific value between low-grade and standard-grade coals.

*) Less bunkering fuel.

) Hard-coal equivalent.
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in general economic activity coincided with two unusually
mild winters which caused a steep drop in that part of energy
consumption which is governed by weather conditions : at
least one-quarter of the total decrease over the last two years
is probably attributable to this circumstance. At the same
time, the slackening in demand and the fall in maritime
freight-rates very sharply increased the pressure of competi-
tion from imported coal, and even more particularly from
mineral oil. Since the Suez crisis the world petroleum markets
have also been suffering from a glut, the effects of which spread
to the Community market. While the prices of Community
coal have been rising, slowly but steadily, for years, fuel-oil
prices are back to their pre-Suez level and still declining, so
that price-relations have taken a turn considerably to the
detriment of solid fuels.

Finally, technical progress in energy conversion and
utilization has speeded up in recent years. Energy consump-
tion per unit of production has gone down in a number of
major sectors, even those, such as the blast-furnaces, which
specifically consume coal and coal only. Substitution of one
form of primary energy for another, and more particularly
of fuel oil or gas for coal, generally goes with an increase in
efficiency, direct or indirect. Thus for instance electrification
and dieselization are resulting in considerable improvements
in the efficiency of railway traction. '

All over the Community, therefore, the energy pattern
is undergoing a radical change, the principal feature of
which is the contraction of the share of hard coal in the total

supply of primary energy.

3a
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Trend in the Share of Coal in Primary-Energy Consumption

(in %)

1950 1958

Belgium : 893 72-5
Federal Republic of Germany

(incl. Saar) 755 64-9

France : 71-3 58-8

Ttaly 38-7 19-3

Luxembourg A 93-6 91-6

Netherlands 76-2 56-8

Community 72.5 578

Comparison with the position in the United States
indicates, incidentally, that the relative displacement of coal
in the Community has not been outstandingly sharp or sudden.
In the United States, coal represented in 1940 489, of the
total supply of primary energy, in 1950 37% and in 1956 269,.
It is also of interest to note that absolutely there has been
very little change in hard-coal consumption : in 1940 it
stood at 399 million tons, and in 1956 at 388 million.

The process has gone farther in some Community
countries than in others, as the situation is much complicated
by differing patterns of demand and differing availabilities
of sources of energy other than coal (see table on p. 76 follo-
wing).

Outlook fqr 1960

21. Some of the factors which have altered the energy-
supply situation in the Community countries are only tem-
- porary. The recession is over and a new upswing is in pro-
gress, so that conditions are favourable for a revival in the
demand for energy. Again, the succession of mild winters
cannot last for ever. And it is already apparent, and will
become more so as the year goes on, that the shortfall in
hydro-electricity resulting from the low level of water in the
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reservoirs during the summer and autumn of 1959 will have
to be made good by increased calls on the thermal power-
stations. The processes of substitution, on the other hand, and
the rationalization of fuel utilization and of the transport of
energy as a result of technical advances, seem more likely
to continue. These are the principal features of the energy
situation in 1960 and the outlook up to 1965.

22. All the indications are that the level of industrial
activity in the Community in 1960 will be at least 6%, above
that of the previous year. On this hypothesis, and given
plenty of activity in the iron and steel industry and average
temperature and rainfall conditions, total consumption of
primary energy in the Community in 1960 would be 22
million metric tons higher than in 1959. This represents a
rate of growth of approximately 5%, which works out

above the long-term- rate of 2:9%, referred to.

As regards supply, the foreseeable trend in the case of
natural gas and hydro-power is determined by the investment
projects already approved and completed. It seems probable
that total availabilities of these two sources of energy will
increase by some 4 million metric tons. In the case of mineral
oil, there seems no reason to expect any slackening in the
rate of increase recorded for' 1959 over 1958 : on this reckoning
the increase in internal consumption in 1960 works out at
59%,, or approximately 12 million metric tons h. c. e.

The position in regard to coal is more uncertain.
If production goes down in proportion to the planned shut-
downs of capacity and the expected continuing drift of miners
away from the industry, but imports from third countries
continue at the same level as in 1959, then a surplus of several
million tons must still be expected for 1960. This would mean
either continuing short-time working, or allowing still more
stocks to accumulate at the pits. Since pithead stocks at the
end of 1959 totalled approximately 31-3 million metric tons
of hard coal and 86 million metric tons of coke, it is obvious
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that the coalmining industry entered the new year with some-
thing of a millstone about its neck.

Outlook up to 1965

23. The High Authority noted in its Seventh General
Report that the framing of general objectives for energy
involved lengthy study not only of trends in energy require-
ments and availabilities, but also of the basic cost elements
for the different forms of energy; it added, however, that the
preparatory work had been begun on the presentation of
the energy balance-sheets, the conversion factors for the diffe-
rent sources of energy, and the methods to be used in long-
term forecasting. The studies were pressed forward, in defe-
rence to the known desire of the European Parliament, and
also of energy producers and consumers and of workers in
the energy industries. Although involving 2 number of diffi-
culties as to the methods to be employed, they were brought
to a provisional conclusion in the course of the year. A work-
ing party of .experts from the High Authority and the other
two Executives, on which specialists designated by the Govern-
ments and representatives of O.E.E.C. sat in, made compre-
hensive studies of the following problems :

a) the collection, examination and comparabilization
of statistical material;

b) the working-out of a coherent method for fore-
casting energy requirements; ‘

¢) the calculation of the parameters for the trend in
energy requirements.

The method suggested by the working party is des-
cribed in detail in the Annex to this Chapter.

24. In computing its estimates by the new method propos-
ed, the High Authority based itself on the rates of growth
for the economy as a whole given in its report to the European
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Parliament on the outlook for general economic expansion
in the Community countries. !) Comparison of the actual
trend from 1956 to 1959 with figures forecast shows that these
.hypotheses were too low rather than too high : industrial
production in the Community 2) during these years expanded
at a rate of slightly over 59, per annum, as against a long-
term forecast of 499, on which the long-term hypotheses
was based. If we retain the long-term rate forecast, consump-
tion of primary energy in 1965 works out at 530 million met-
ric tons h.c.e.

Estimated Community Consumption of Primary Energy
(7000,000 metric tons h.c.e.)

1965 19751)
Estimated Conﬁdenc; Estimated Confidence
figure interval figure interval

Community 530 +14 (2:7%) 630 +30 (4-9%)
Country:
Federal Republic of

Germany (incl.

Saar) 221 + 9 (44%;
Belgium 42 4+ 2 (419,
France 159 + 3 (19%)
Italy 77 + 7 (929%)
Netherlands 31 + 8(26:7%)
Luxembourg .

Total 530 —

1) No estimate has been made of the 1975 tonnages for the individual countries, the basic hypo-
theses for the trend in industrial production over the period being too uncertain.

The following points must be borne in mind in study-
ing this table.

Given an annual rate of increase of 4-9% in indus-
trial production from 1956 to 1965, Community consumption

1) Doc. No. 3683/4/58.
*) Inclusive of the building trade and the foodstuff, beverage and
tobacco industries.
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of primary energy in 1965 will be approximately 530 million
metric tons h.c.e. On this hypothesis, it is a two-to-one like-
lihood that actual energy consumption in 1965 will be be-
tween 516 and 544 million metric tons h.c.e. This represents
a downward correction of 30-40 million tons to the High
Authority’s earlier forecasts, which put energy consumption
at 560-570 million tons. The difference is partly due to the
fact that the forecasting methods previously used did not
offer a sufficiently reliable basis for computing the relations
between expansion in economic activity generally and expan-
sion in energy requirements; at the same time it is also a
result of the increase during the past three or four years in
the pace of technical progress in energy conversion and uti-
lization. This acceleration has not been induced purely by
rationalization proper : it is more a concomitant of the sub-
stition processes now everywhere in evidence. We now go on
to deal with the main factors determining the trend in the
demand for and supply of energy; it is not, however, proposed
to draw statistical conclusions as to the shares of the different
forms of energy in the covering of total requirements.

25. With regard to demand, a continuing expansion of
economic activity may be expected to push up requirements
of mechanical energy, major contributory factors in this
connection being the mechanization of production processes
and the rise in the general standard of living. In view of the
low consumption of mechanical energy per industrial worker
in comparison with that in the United States, and also of the
Community’s position as an exporter of finished products, it
seems probable that this trend will continue. To adjust
himself to new production processes, the consumer will for
preference have recourse to forms of energy which are easily
measured and supervised and involve only a small outlay on
plant maintenance. The increasing share of the secondary
forms in the total consumption of the Community clearly
reflects this tendency.



80 EUROPEAN COAL AND STEEL COMMUNITY

Shares of Secondary Energy in end consumption of energy

(in %)
1920 1950 1958
Primary energy 67-7 41-3 36-4
Secondary energy 32-3 587 63-6

First and foremost among the secondary forms comes
electricity. Electricity consumption as estimated by the
methods referred to shows a practically uninterrupted rise
up to 1965, just about doubling over the ten years 1956-65.

Forecast of Electricity Consumption

fin TWh)
1965
1955 : 1975
Actual figure | Egimated Confidence Estimated
figure interval figure,
Community 185-8 362 |+4 (11%)| 639
Country:
Federal Republic of
Germany 74-4 142-1 — —_
Belgium 10-9 18-4 — —
France 49-7 964 142 (2:19%) —
Ttaly 37-8 694 | £1-2 (1.79;) —_
Netherlands 10-6 199 | 403 (1-5%) —
Total 183-4 346-2 —
Luxembourg 1-1 -_— _—

Both primary and secondary forms are used to meet
industrial and household requirements of thermal energy, so
that the consumer has a very wide range to choose from and
can make his selection in accordance with economic conside-
rations. Since, apart from certain special fuels, the only sources
of energy specific to particular uses are coke for the iron and
steel industry and fuels for motor vehicles, almost two-thirds
of total energy requirements are for sources actually or poten-
tially competitive with one another. The wide range of possi-
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bilities as regards choice of the most suitable source can affect
not only the operations of the manufacturing and processing
industries, but also its structure and location.

The chemical industry was initially exclusively based
on coal; more recently, however, it has been making rapidly-
increasing use of the large number of gaseous products obtain-
ed by the cracking of petroleum and natural gas. The pro-
duction of the petrochemical industry in 1960 is expected to
be five times what it was in 1953.

With regard to the demand for mechanical energy,
the rationalization of rail transport by electrification and
dieselization is going ahead, so that despite an estimated
increase of 25% in traffic by 1965 a saving of approximately
209, is forecast in the energy consumed. In the inland-water-
transport sector the share of coal is shrinking faster and faster :
it already represents no more than 10% of the total fuellage.

26. It is, however, in the pattern of energy supply that
the greater changes have occurred. The rapid technological
advances in the transport field have meant that large reserves
of energy in other parts of the world have become economi-
cally accessible and can be put on to the world energy markets
at competitive prices. It would appear, therefore, that our
whole conception of the transport economy will need to be
revised. The position is governed by the following factors.

(a) As the shipbuilding industry is now constructing lar-
ger vessels of 15-20,000 d.w.t. with higher speeds, it
seems possible that shipments of coal across the Atlan-
tic from Hampton Roads to Rotterdam may in the
future be economically carried for as little as $5.00-
5.50 per ton.

(b) The obsolescent 16.000-ton T2 tankers are being
gradually laid up, and new vessels with an average
capacity of 37,000 d.w.t. are being brought into ser-
vice on an increasing scale, with the result that the
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27.

()

(d)

(e)

average capacity per vessel of the world tanker fleet
may be expected to rise during the next ten years to
30,000 d.w.t. This would mean a considerable re-
duction in freight costs — by something like 359, if
we take the T2 tankers as the norm.

The transport of oil by pipeline is becoming more and
more usual, in the Community as elsewhere, as a
means of supplying the refineries. This is a major
factor inasmuch as it affects the extent of the protec-
tion hitherto enjoyed by the collieries in consequence
of their geographical position. The parameter for
this protection has up to now been set by. the rail
and inland water transport costs, for although trans-
port of large tonnages by pipeline (20 million tons
over a minimum distance of 200 km.) places a heavy
burden on current operations, it is nevertheless very
much more economic than any other form of transport.

There are two possibilities for bringing natural gas
from reserves outside Europe — either through large-
diameter feeders laid along the sea-bed, or in specially
designed methane tankers. Although neither of these
is as yet fully developed, they should ultimately make
it possible to transport gas not only from the Sahara,
but also from the Middle East or Venezuela,

On a smaller scale, the use of very high voltages for
transmitting electric current, and the transmission
of continuous current by submarine cable, should
dispose of some of the difficulties hitherto encountered
in transmitting this form of energy over long distances.

One of the most important structural factors is the

changed aspect of the world oil market. Known petroleum
reserves at present suffice for 50 years’ consumption, as
against 34 in 1953 and 20 before the war. They are now no
longer centred on the Mexican Gulf and the Caribbean, but
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in the Eastern Hemisphere, and more particularly in the
Middle East, where 709, of the world’s present reserves are
concentrated. The latest discoveries in the Sahara and Libya,
by adding to the geographical dispersion of the Community’s
sources of supply, considerably eases its problem of assuring
a dependable flow of oil. Moreover, in the Eastern Hemis-
phere oilfields production costs are low, a factor which will
increasingly affect pricing and may enable Europe, now the
second largest consumer centre in the world, to procure its
supplies of petroleum products from a wide range of different
areas. The growing part played by outside firms in the oil
market will further alter the pattern of supply and stimulate
competition. Finally, it should be noted that the export
capacity of the Soviet Union may in the future reach 30-40
million metric tons a year. '

The large reserves of natural gas discovered in the
Sahara, and the possibilities for bringing it to Europe by
feeders and by methane tankers, are a new factor in the Com-
munity’s supply situation. No reliable figures are as yet avail-
able regarding the volume of supplies to be expected from
this source : provisional estimates suggest an annual flow of
40,000 million cu.m. (=50 million metric tons h.c.e.). The
availability of this new source of energy is likely to involve a
number of problems for oil. :

The influence of nuclear energy on energy production
in general will be comparatively limited during the next
few years. For the time being, in any case, work in this field
is being carried on with other ends in view : the aim is in
particular to expedite technological development and establish
conditions favourable to the expansion of the nuclear industry
in the Community. This will ensure that economic expansion
is not impeded by a shortage of energy, but the competitive
situation of the conventional sources of energy will not be

" directly affected to any very considerable extent for some

years to come.
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Developments in the pattern of costs and prices

28. The importance of these changes in the pattern of
energy supply and demand lies in the effects they produce on
the competitive situation as among the different sources of
energy. Conversely, the future pattern of energy supply is
determined in large measure by the competitive capacity of
the individual forms of energy. The great question today is
how Community coal can adapt itself to future conditions of
competition.

Production costs for Community-mined coal today
average 14-15 units of account per metric ton.

Prices have followed much the same trend as costs,
though in general the rise in their case has been somewhat
steeper and there are especially marked differences from one
country to another.

Indices of Coal Production Costs
(Community Average)

(1954 — 100)
Production Underground Hourly
costs 0.m.8. wage costs
1954 : 100 100 100
1955 101-4 104-1 109-0
1956 105-3 106-1 117-6
1957 115-7 107-2 132-4
1958 . 116-1 109-7 1385
Ist gtr. 1959 109-6 1146 _
2nd qtr. 1959 . 110-8 119-9 —_
29. The competition which European coal is required to

meet is the result of a number of different factors. First, there
are the conditions under which third-country coal is supplied,
the supply situation being governed not only by the production
costs but also by the transport costs involved. The supply of
third-country coal is at present determined by the conditions
under which American coal is being imported into the Com-
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munity. It is reasonable to assume that American coal will
continue to influence prices in the European markets — so
long as it is allowed to enter freely — although it should be
borne in mind that Polish, and probably in the near future
also British, coal could be supplied at prices below the Ame-
rican level. It is not known, however, that tonnages and grades
could be imported at these prices, nor is it certain that the
prices would not in fact become to some extent aligned with
those of American coal in the European markets.

The current prices of American coal f.0.b. Hampton
Roads are $8.50 per long ton for bituminous slacks (steam-
raising coal) and $9.80-10.00 per long ton for coking coal.
There is nothing to suggest any increase to speak of in the
foresecable future : the supply capacity of the American coal-
mining industry and the pressure of home competition are
such that the trend is likely to continue relatively steady.
Maritime freight-rates for long-term contracts are at present

'fluctuating between $5.00 and $6.00 per long ton, though

the rates for single voyages may be $1.00 or even $2.00 lower.
If we assume an economic rate of $5.00-5.50 (see above),
the average delivered price of American coal in Rotterdam
would work out at $13.50-14.50 per long ton for bituminous
slacks and $14.80-15.50 per long ton for coking coal.

Fuel-oil prices in the Community are theoretically
governed by the world supply and demand position in respect
of basic petroleum products generally, though in consequence
of the present compartmentation of the market there are
sometimes quite considerable disparities as between one coun-
try and another. '

. As regards the price ratio of fuel oil to coal, actual
U.S. East Coast prices (based on calorific value) have during
the last few years frequently been very similar : in view of
the way in which the pattern is changing, however, it will
in future be necessary to study all the time the possibilities
for securing equivalence of coal and fuel-oil prices in North-
West-European ports. ' o
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Delivered Prices of Bituminous Slacks and Heavy Fuel Oil
{c.if. Rotterdam)

(8 per ,000,000 Kcal)

. Bituminous emi-bitumi el oil. viscosi
End of quarter s o 4 il IV e 1
4/1953 - 2.35 2.26 2.17
4/1956 . 2.35 2.24 2,34
4/1957 2.63 2.61 3.56
4/1958 2.78 2.79 - 2.60
4/1959 2.52 2.63 2.28
30. Under a system ofaltogether free competition exclud-

ing all Government intervention, the European coalmining
industry would need to make great exertions to market its
production at prices which would withstand competition
from imported energy. This would not, of course, be possible
without a considerable sacrifice of revenue.

If the coalfields are to avoid such losses, but at the
same time to adjust their prices to those of their competitors,
the main thing to be done is to raise their output per man/
shift. This can be done by means both of positive rationali-
zation (mechanization of coal-winning operations, working
of only the best seams, ctc.) and of negative rationalization
(closure of workings or of whole pits). As the position now
stands, the increase in ‘0.M.S. required — short of Govern-
ment action to impose taxes or duties — is a considerable
one, beyond the technical capacity of some collieries to achieve.

' The need for the industry to adapt itself to this com-
petitive situation is everywhere recognized. Co-ordinated po-
sitive and negative rationalization operations are being plan-
ned to assist the adaptation process. Uneconomic pits known
to date to be scheduled by the collieries themseélves for closure
represent a total of 30 million metric tons p.a. in Community
production as a whole. ‘ ' ' -

‘The most pressing task of a co-ordinated energy
policy is to ease the process of adjusting :Community coal to
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the new situation, if necessary so regulating its timing as to
avoid serious disruption of social conditions and of the econo-
mic balance of the member countries.

Section 2 — Recent Energy Measures in the Individual Countries;
their Co-ordination

31. The energy trends just described are apparent all
over the world; at the same time, their incidence differs from
one Community country to another. It is affected in the first
place by natural and technical factors, including the pattern
of eriergy supply (i.e. the shares of the different forms of energy
in the covering of total demand, which are mainly, though
by no means always, determined by natural reserves), and
also the degree of dependence on imports. The table following
indicates these in condensed form.

Pattern of Energy Supply and Dependence on Imports
of the Community Countries in 1958

(% of total supply of primary and secondary energy)

chcr.al
Source of energy Belgium R(t;:sr\:glﬁyof France Italy L;: ::_]gl' ]\{:t:xde; -
incl. Saa;

Hard coal 72-5 649 58-8 19-3 91-6 56-8
Brown coal 0-2 16-1 1-4 0-7 22 09
Oil 266 151 279 393 62 40-7
Water power and
. terrestrial heat 03 3.3 110 28:5 —_ 0-3
Natural gas and

methane 0-4 05 09 12:2 — 09
Peat — 0-1 — — — 0.4

Total 100-0 100-0 1000 { 1000 | 100-0 | 100-0

Net dependence

on imports 35 6 43 54 100 49

At first glance it appears natural that countries with
large resources of primary energy, in which considerable
sums of capital are tied up, should from the pressure of econom-
ic facts if for no other reason conceive their energy policies
along different lines than countries not so placed.
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Closer study of the situation indicates, however, that
these circumstances are counteracted and modified by other
factors, partly social, partly economic and commercial. An
important — indeed at present the most important — feature
of the measures taken by the individual Governments is that
their object is to offset or reduce the effects of certain general
trends in the energy sector. During the recession this aspect
came very much to the fore, as may be clearly seen from the
fact that in many cases concentration was primarily on cush-
loning social repercussions. Even where the action taken
was not directly social in character, but operated through the
accepted expedients of tariff, tax and trade-policy, the basic
aim was to avoid or alleviate social complications, more
particularly in the coalmining industry. There was for the
most part no real energy policy at all, or where there was it
tended to be thrust into the background. This was possibly
inevitable, in view of the speed with which the recent trends
in the energy economy have developed and the fact that
neither in the member countries nor in the Community itself
were the general outlines for an energy policy worked out in
time,

The Community is therefore now faced with a wide
range of measures adopted at national level, mostly to meet the
particular situation in the country concerned rather than the
needs of the Community. We go on to list the various arrange-
ments now in force, appending a brief summing-up of their
adequacy or otherwise from the point of view both of the
energy situation and of the principle of a co-ordinated energy
policy.

ENERGY MEASURES IN THE INDIVIDUAL COUNTRIES
AND THE WORK OF THE HIGH AUTHORITY

32. . (1) Federal Republic of Germany. — The Federal Government
pursucs a free-market policy : in principle, this applies also in respect
of the energy field. Accordingly, it supported the High Authority’s action
in 1956 to abolish the system of maximum prices for Ruhr coal; sub-
sequently, on grounds of general economic policy, and in particular of
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price policy, it went further, approving the conclusion of three-year
import contracts for coal and fuel oil, lifting existing duties on fuel oil,
and exempting from turnover tax heavy fuel oil produced from German
crude oil in German refineries.

The falling-off in general economic activity in 1958, however,
caused the Federal Government to change its attitude, in order, in parti-
cular, to meet the threat of social conflicts in the coalmining industry.
It successively (a) invoked Article XIX of G.A.T.T. (refusal of licences
for further contracts), (b) imposed a temporary import duty of DM.20
per metric ton of coal entering the country in excess of a duty-free quota
of approximately 5 million metric tons (recommended by the High
Authority in response to the Government’s request), (¢) supported the
¢ Notgemeinschaft ” (emergency association) formed by the coalmining
industry to secure the commutation of long-term import contracts, and
(d) authorized the ¢ emergency cartel” also formed by the industry
with certain oil companies, which subsequently proved ineffective and
was therefore dissolved.

At the end of last year the Federal Government asked the High
Authority for a recommendation that it renew the coal duty for 1960.
This was given. Turnover tax was reimposed on heavy fuel oil produced in
German refineries. In addition, it proposed to the Bundestag that con-
sumption of light and heavy fuel oil be made subject to a tax of DM.30
per metric ton, the proceeds to be used to help finance welfare schemes
and measures planned by the collieries themselves to adjust their position
by means of partial or total closures of pits. The German coalmining
industry recently submitted to the High Authority a plan for the forma-
tion of an association to handle the financing of pit closures.

(2) Belgium. — The general principle of the Belgian Govern-
ment in matters of energy policy is that of free competition. However,
the high production costs of the Belgian collieries have all along compli-
cated the integration of the industry into the Common Market, and have
necessitated a whole series of special arrangements and regulations.
The recession, which hit Belgium fairly severely, produced in the coal
sector a very serious situation indeed, which resulted in considerable
difficulties on the social plane. The Belgian Government’s steps to deal
with the emergency — which it took with the agreement of the High
Authority — must be viewed in the light of the social aspects involved.

Since 1958 the Belgian Government has been seeking to arrange
for cutbacks in imports of coal from third countries. With regard to
purchases from within the Community, it has introduced a licensing
system, to enable a statistical check to be kept. In co-operation with the
industry, it has drawn up reorganization programmes and regional
redevelopment schemes for the areas in difficulties. It has contributed
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funds for assistance to the collieries and for the financing of pithead
stocks. It has encouraged certain restrictions voluntarily adopted by
coal producers and fuel-oil importers with a view to braking competition.
It has imposed new taxes on petrol and gas-oil : the excise duty on petrol
was raised at the end of 1958 from Bfr.320 to Bfr.370 per hectolitre, and
again at the end of 1959 to Bfr.445; in the case of gas-oil, which had not
previously exempt from excise, a duty of Bfr.30 per hectolitre was imposed
at the end of 1958, and stepped up in 1959 to Bfr.40, while the rates of
turnover tax and compensating duty were raised from 10% to 129%,.
At the same time an excise duty of Bfr.10 per 100 kg. was placed on fuel
oils, and turnover tax and compensating duty were put up from 5% to
129,. Taxation on coal remained unchanged.

It should also be noted that the Belgian Parliament voted the
Government special powers, up to the end of 1959 to deal with the coal
situatior. 7).

(3) France. — The French Government has a number of means
open to it for regulating the operation of the energy market. Several
major sectors — the collieries, the gasworks and the power-stations —
are nationalized, which makes it easier to ensure that the energy economy
develops along uniform lines.

The co-ordination of investment in the energy field is part of
the responsibility of the Commissariat au Plan. The third Plan for
Energy, worked out in 1958, is now being reviewed in the light of the
latest developments in this field.

The tonnages of coal imported from third countries are regu-
lated by the Association TechniquedeI’Industrie Charbonniére (A.T.I.GC.).
This enables the French Government to tailor imports to the state of the
production schedules. A.T.I.C. can also influence the pricing of certain
grades so as partly to even out disparities between import and home
prices for the grades concerned.

The oil market is subject to various special regulations. The
number of importers is restricted, as import licences are granted only
to dealers satisfying certain requirements, with the result that outsiders
have not as a rule much chance of breaking into the market; in addition,
there is a system of price parity. Within the framework of these arrange-
ments, the importation of fuel oil is free, but there are certain quantitative
restrictions on the importation of petrol. Oil producers and importers
are obliged to hold minimum buffer stocks. Investment in the oil sector
requires prior authorization by the Commission des Hydrocarbures,
which has to assure itself that the Project is in line with national defence

1) For further details see Chapter Four, Section 3.

» e e i
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and town and country planning desiderata. The State is also hélping
to finance oil-prospecting schemes, in particular in the Sahara.’

The fiscal reform carried through in 1959 affects the energy
sector in a number of ways. Under the new system, a uniform rate of
109, of the price including excise duty is payable on all sources of energy,
i.e. coal, petroleum products.and natural gas. Thé aim is (a) to make the
provisions of common law applicable to all energy producers, and (b)
to harmonize the taxation of the different sources of energy. The latter
object has, however, not yet been altogether achieved, since different
tax regulations are still in force for petroleum products.

(4) Italy. — The energy policy of the Italian Government is
based on two principles, free choice by the consumer in a competitive
market, and — with the object of steadily raising the standard of living —
influencing of prices so as to prevent them from being forced up by booms
or shortages. This latter aspect is the responsibility of the Interministerial
Price Committee, which periodically fixes maximum prices for consumer
sales. For petroleum products these are based on Persian Gulf averages.

There are a number of legal provisions in force designed to
help achieve this aim of a dependable flow of supplies. In particular,
the refineries are required, unless given Government permission to the
contrary, to keep 309 of their capacity idle, and have also to maintain
buffer stocks, at present fixed at 10%, of their annual capacity. Authori-
zation to construct thermal power-stations is granted only if these are to
be multi-fired, i.e. can be run on two or more different types of fuel.

Investment projects in the oil sector are subject to prior author-
ization, which is given provided the projects fit in with overall energy
requirements as forecast.

As regards fiscal measures, the Italian Government has, in
pursuit of its price policy, temporarily reduced the duty on light oil
from 6% to 3%, and suspended the duty of 3% on heavy oil. Petroleum
products are, however, still considerably more heavily taxed than coal.

(5) Luxembourg. — The Luxembourg Government favours the
maintenance of a free-market economy. At the same time, the State has
certain powers to intervene in connection with coal imports and coal
prices. Since the country imports the whole of its energy supplies, energy
imports are not dutiable. Excise duties are very low : they are the same
as in Belgium for all sources of energy except petroleum products, ‘on
which the higher rates recently introduced in Belgium are not at present
payable. The prices of electric current, which is produced from blast-
furnace gas, are officially regulated.

(6) Netherlands. — To keep the price-level in the country as
low as possible, the Netherlands Government is in principle concerned
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to maintain free competition in the energy sector. Owing to the present
difficulties in the Community coalmining industry, however, it is seeking
to restrict imports of hard coal from third countries. At the same time
the collieries are being pressed to intensify rationalization operations.

It operates a system of maximum prices for fuel oil, but will
do nothing to prevent a downward trend, even an uncomfortably steep
one.

There have been no changes recently in the rates of taxation
on sources of energy. Coal is, however, definitely rather highly taxed in
comparison with petroleum products.

(7) High Authority. — All the measures which the High Author-
ity has recommended, or has itself carried out, have been aimed at dealing
with the difficulties in the market at Community level. This approach —
perhaps most clearly apparent in the High Authority’s proposals to the
Council of Ministers for the implementation of Articles 58 and 74 of the
Treaty — governed both the indirect action taken up to then in the Com-
mon Market and the special measures which it was obliged to introduce
in order to work progressively towards a solution of the Belgian coal
problem.

The corpus of measures adopted by the Governments
and the High Authority has eased the coal situation in most
of the member countries and in the Community as a whole,
although pithead stocks, mainly accumulated during the
preceding period, continue to burden the market.

The results achieved by these means are, however,
incomplete : it could hardly be otherwise.

PREREQUISITES AND CONDITIONS OF CO-ORDINATION

33. The Governments’ measures of necessity vary both
in aim and in urgency, since the individual national econo-
mies vary in their sensitivity to difficulties in the coal sector.
In addition, however, the measures come in each country
within an overall administrative framework which governs
both the possibilities for their implementation and the dispa-
rities in their incidence in accordance with the economic
pattern prevailing.




EIGHTH GENERAL REPORT — 1960 93

‘These differences in the structure of the general
economy and of the energy sector to a great extent explain
why the High Authority has had to confine its action at Com-
munity level to the provision of financial aid after the event
in order to temper or redress direct or indirect social effects
already produced by trends in the energy market.

The trends described will persist. The energy markets
of the individual countries, until recently split up into fairly
. clearly delimited sectors, are as a result of technical progress
and the increasing interchangeability of the different forms
of energy becoming more and more homogeneous. Energy
prices may therefore be expected to become increasingly
interdependent. But technical and economic developments
which operate in favour of uniform energy markets will not
and must not be confined within national frontiers. Now that,
thanks to the introduction of the Common Market, the general
* institutional prerequisites are there, the time has come to
draw the proper conclusions and reap the benefits in regard
to the common market for energy. In view of these conside-
rations, a genuine and effective co-ordination of energy policy
in the Community is imperative. ‘

For the differences between the energy policies of the
individual countries cannot with safety be allowed to continue.
Some countries charge import duties on energy products,
others do not, and the rates of duty themselves frequently vary
from one country to another. Further, in some countries quan-
titative restrictions on imports are in force. This state of affairs
is calculated to produce distortions in the price relations
between the different energy products even within one and
the same country, which in their turn lead to distortions in
price relations between one country and another. These dis-
parities, stemming from the repercussions of the measures
adopted and thus from the measures themselves, are incom-
patible with the concept of a common market.

This undesirable concatenation of developments would
be further aggravated if the various reorganization program-
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mes already launched or planned in some countries were to
be carried out along separate and divergent lines rather than
along lines co-ordinated to apply for the Community as a
whole. Such divergencies would be almost bound to resultin
uneconomic shifts in flows of trade, and hence in dislocations
in the Common Market intolerable to the member States
themselves. The danger would then be that further restric-
tions might be imposed on trade between one Community
country and another.

In face of these very real dangers, attention must be
drawn to the very considerable incidence of energy on costs
in the national economies, and particularly in the basic indus-
tries. Marked disparities in energy prices within the Common
Market, not accounted for by genuine disparities in costs —
t.e. differences in productivity in energy production or con-
version — would interfere with the operation of the Common
Market and probably lead to the introduction of fresh pro-
tective measures of another kind. It is essential that both the
countries and the Executives should make it their concern
to eliminate such disparities, with -their distorting effect on
competition.

34. If the imbalance in the market is to be effectively
and finally disposed of, by adjustment to the structural con-
ditions now prevailing, it is essential that all action taken
within the Community by the producers, the Governments
and the European authorities should fit into an overall energy
policy. The objectives of such a policy should be as follows.

To make its due contribution to the expansion of the
economy, the policy must be aimed essentially at ensuring as
economic a flow of energy as possible, which will satisfy
consumers’ requirements as to quality, quantity and depend-
ability. A particular point must be made of seeing that con-
sumers in comparable positions have equal access to the
sources of supply. ~

The very fact that there are so many sources of energy
and so many uses for them, and that the different forms of
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energy are becoming so increasingly interchangeable, is a
factor conducive to the emergence of a single energy market.
The object of any energy policy must be to create conditions
favouring the establishment of such a market in the Commu-
nity, while at the same time eliminating such obstacles as
may arise in the process. :

Energy-production, conversion, transportation and
utilization techniques are developing fast. The co-ordination
of energy policy must not be achieved at the cost of holding
up technical progress in the Community. On the contrary,
it must contribute to it. This involves costly long-term inves-
ment : the amounts of capital required would, however, be
larger still if each country were to try to meet its own demand
— particularly its specific demand -— independently of the
rest. It will therefore be necessary to work for and promote the
coherently planned development of investment in the energy
sector.

In view of the lines along which competition among
the different sources of energy is likely to evolve, and also of
the fact that energy production is, of course, a major branch of
Community industry, care will need to be taken to see that
in the long term the adjustment of Community energy pro-
duction to changes in the competitive situation goes through
without producing serious economic dislocations and at a
pace acceptable from the point of view of social considerations.
This raises the question of the harmonization of conditions of
competition for the different sources of energy.

The interlinking of the energy economies of the six
countries and third countries, coupled with the inelasticity
of the Community’s own production, will necessitate special
attention to the problem of ensuring an even flow of supplies
at all phases of the trade cycle. Energy policy must aim at the
containment of short-term disturbances in the operation of
the market. ’ '
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Section 3 — Work to Date on a Co-ordinated Energy Policy

35. The High Authority has been guided in its work for
the co-ordination of energy policy by the points elicited in the
course of the various inquiries it has conducted. One of the
main questions in this connection was what organizational
arrangements could best be adopted for its projected co-ope-
ration with the other two Executives and with the Govern-
ments and enterprises concerned. This subject has been dis-
cussed on a number of occasions by the European Parliament
and the appropriate Parliamentary Committees, which have
put forward certain suggestions.

Recognizing that even quite minor amendments of
substance to the Treaties would involve lengthy negotiations,
whereas in fact the provisions of the Coal and Steel Treaty,
the Treaties of Rome and the Protocol of October 8, 1957,
should form an adequate basis for economic co-operation, the
High Authority took the necessary steps to establish regular
liaison arrangements with the E.E.C. and Euratom Commis-
sions. Similar advances were forthcoming from the two Com-
missions. Informal inter-Executive co-operation had begun at
meetings held in 1958; on May 25, 1959, it was decided to
set up an Inter-Executive Standing Committee on Energy
to consist in principle of two representatives from each Execu-
tive, although the High Authority may if it wishes send three.
The Committee in October 1959 decided in its turn to set up
three ad hoc working parties with clearly-defined terms of
reference, to consist of staff members from the departments
of the Executives. The Executives drew up a memorandum on
the procedure to be followed, which was approved by the
Special Council of Ministers on January 26, 1960. This ran
as follows. '

36. Memorandum on the Co-ordination of Energy Policy. The
High Authority has agreed with the E.E.C. and Euratom
Commissions on the following details and suggestions con-
cerning the co-ordination of energy policy.
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_ By the terms of the Protocol of October 1957, the
High Authority is required, in co-operation with the Com-
missions, to submit proposals to the Council of Ministers of
the E.C.S.C.

For agreement to be reached in the Council of Mi-
nisters on the broad outlines of energy policy, on proposals as
to how it should be carried out, and on the specific measures
it will entail, careful preparation in consultation with the
Governments is essential. It is therefore necessary that the
High Authority should, in co-operation with the other Exe-
cutives,

(a) hold preliminary consultations with the Governments
and with the parties concerned, in order to ascertain
their views;

(b) prepare for the Council’s discussions by means of a
report on the situation and by exchanges of views
on the basis of which the respective positions may be
ascertained and possible lines of action worked out;’

(¢) submit to the Council of Ministers of the E.C.S.C.
the specific measures it recommends.

The E.E.C. Commission and the Euratom Com-
mission will attend those Council meetings at which problems
of energy policy are discussed.

(1) Within the terms of this general procedure, the High
Authority has agreed with the other Executives

(a) that all steps shall be taken to expedite the inter-
Executive studies;

(b) that proposals shall be framed during the next
few weeks, on the basis of short-term forecasts,
to enable the most pressing difficulties in the
field of energy policy to be obviated;

(c) that at the same time qualified Government
representatives shall be unofficially contacted
with reference to these preliminary findings.
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(2)

The High Authority has agreed with the E.E.C. and
Euratom Commissions that it shall, in association
with them, arrange any necessary hearings for the
various circles directly concerned.

The High Authority further considers it useful to
organize consultations of this kind with experts from
the industrial circles concerned on a regular basis,
and reserves the right to make further proposals in
this connection in the light of future experience.

It is recalled that, in accordance with the Protocol of
October 1957, the High Authority, in association
with the joint Committee and in co-operation with
the other Executives, having duly received the neces-
sary particulars direct from the circles concerned,

‘is carrying out the studies referred to in the Protocol,

viz.
(@) energy balance-sheets for the past;

() energy balance-sheets for different periods in
the future, i.c.
(i) short-term forecasts (yearly balance-sheets),
(ii) medium-term forecasts and
(iii) long-term forecasts
of requirements and availabilities.

The High Authority further, in agreement with the
E.E.C. and Euratom Commissions, considers it neces-
sary to propose to the Council of Ministers

(a) that each Government should itself take steps to
arrange for the co-ordination of energy matters
in its own country as may be necessary;

(b) that the Council should periodically examine the
short and medium-term forecasts and position
with regard to energy supplies, and also the
long-term position in the context of general
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economic expansion, in order that arrangements
may be worked out whereby a satisfactory ba-
lance may be achieved within the framework of
a co-ordinated energy policy.

The three ad hoc working parties set up in October
1959 are required

(a) to examine the present energy situation of the Com-
munity, set forth the lines along which it may be
expected to develop during 1960, and at the same
time fit these into the context of long-term trends;

(b) to assemble all necessary information on conditions of
competition and make proposals with regard to their
harmonization;

(¢) to sudy the long-term outlook for the energy economy
and work out a general approach to energy policy.

37. At the time of writing, the working parties’ studies,
although not completed, are well advanced. The Inter-Exe-
cutive Committee on Energy may be expected in the near
future to submit to the appropriate bodies proposals as to
the lines along which energy policy should be co-ordinated
and the concrete measures which should be planned in order
that this may be done. Under the procedure laid down in
the Protocol of October 8, 1957, and confirmed in the memo-
randum of October 10, 1959, the institution principally
responsible for steering this work is the High Authority. Full
participation by the other two Executives is, however, also
provided for, and the practical co-operation among the three
has proved outstandingly satisfactory and effective. Inaccord-
ance with the agreements, they will shortly be submitting
to the Council of Ministers of the E.C.S.C. proposals for a
co-ordinated energy policy, on which the Council will be
required to take its decision.

Recent experience has clearly indicated that the
European energy econormy is caught up in a process of struc-
tural development and transformation. At the same time
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'investigations and studies suggest that the adjustment of
Cnergy patterns to one another will take some time. The first
step in any co-ordination of energy policy must therefore
be to line up the work of the individual Governments. Even
co-ordination based on existing conditions, 7.e. on the action
already taken in the different countries, will be altogether
pointless unless agreement is reached on certain economic
principles which will make it possible to adopt one general
line. This is the object of the present regular consultations —
shortly to be further intensified — with the Governments and
the industrial circles concerned. Only on the basis of such
consultations can proposals be produced as to the principles
and procedure for arriving at a co-ordinated Community
policy,
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ANNEX TO CHAPTER THREE
METHODS EMPLOYED IN MAKING ENERGY FORECASTS

38. In the experts’ view, the best method of consolidating the
figures for the different forms of energy into a single balance-sheet is as
follows.

(@) All forms of energy are expressed in actual quantities, f.e. metric
tons, cubic metres and kilowatt-hours.

(6) Forms of energy at the end-consumption stage, i.e. energy as
brought to its final consumer, is converted into calories on the
basis of the lower calorific value. Electric current is rated at
860 Kcal/kWh.

(¢) In the primary (raw-material) balance-sheet, hydro-electricity
is shown in kWh separately from the other forms of energy.
If it is desired to arrive at a consolidated figure for this stage
also, the kWh of hydro-electricity should be converted through-
out at 2,800 Kcal.

From this central point in the energy balance-sheets, i.e. from
the delivery of forms of energy to the consumer, the different stages in
the flow of energy can be followed forward and backward. Forward, we
have the actual utilization of the energy as finally required by the con-
sumer, which may be broken down into '

chemical utilization, e.g. the use of coke in reducing ores;

mechanical utilization, for (i) movable and (i) fixed motors

and engines;

thermal utilization, for industrial heat-treatment processes

and for space-heating purposes.

Backward, we have the various conversion.and transportation
processes preceding delivery to the end consumer, all of them involving
some consumption or loss of energy, and beyond them again the produc-
tion of the energy in its crude state, which also itself involves using up a
certain amount of energy. At each of these stages the losses and/for “ own
consumption ** have to be taken into account. To obtain a general picture
of the energy economy, it is important to know the amounts concerned.
The ratio of the energy output to the energy input is known as the
efficiency rating. a '

39. The object of the forecasts is to provide figures indicating
future energy requirements, The problem is to develop as models nume-
rical functions which enable such figures to be arrived at. The method
selected should as far as possible apply equally to overall consumption
of primary energy in the Community, overall consumption of primary
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energy in the individual countries, and end consumption of energy in the
different sectors of the economy. All forecasts of requirements are based
on hypotheses, and accordingly carry an element of uncertainty the
extent of which depends on how far the hypotheses prove to be correct.
Also, particularly in the case of long-term forecasts, unforeseeable techno-.
logical changes may intervene and alter the outcome in greater or lesser
degree. Finally, to be reliable, forecasts must be based on full and accurate
statistical material. It is therefore necessary that all forecasts should be
accompanied by particulars as to

{a) the hypotheses adopted with regard to economic activity;

(6) the actual method of forecasting employed, the hypotheses on
which it is based, and the reasons for their adoption;

{c) the relations between independent and dependent variables
(so that the implications of any change in the explanatory
variables may be recognized);

(d) the margin of inaccuracy for the results.

40. The relations between the trend in economic activity and the
trend in energy consumption are known : on the other hand, the effects
of technical factors, particularly in energy conversion and utilization,
must be taken sufficiently into account. After carefully studying the
methodological alternatives, the experts decided to take the industrial-
production index as representative of economic activity, since the refer-
ence periods for it are longer and the available data fuller than for gross
national product. For the same reasons they proposed that, initially, the
calculations should relate to availabilities of primary energy (production
plus imports minus exports), together with the difference between imports
and exports of secondary energy, and with changes in stocks. The function
suggested is as follows :

£ (L) P

E, \D
E = energy consumption
I = economic activity
@ = coeflicient representing a relation between rates of growth
Iand E
t = time '
B = influence of time given no change in economic activity

(B may be greater or smaller than 0, according as there
is an increase or a decrease in course of time, e.g. as a
result of technical progress)

to = reference year

e = basis of natural logarithm.
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41. This function can also be applied in forecasting energy require-
ments sector by sector. As, however, the calculation of the coefficients
representing the relation between the growth in general economic activity
and in energy consumption must be based on an adequate number of
historical observations, it is at present applicable only up to a certain
point. Statistics for deliveries of energy to the different sectors are available
only from 1960 onwards, and this is too short a period to serve as a basis
for reliable calculation. In theory, nevertheless, it is possible to forecast
energy requirements in each sector by this formula. This sector-by-sector
approach has the advantage of enabling allowance to be made for changes
in pattern, but, at the same time, the disadvantage of failing to allow
for the emergence of new sectors or for unforeseeable developments in
the existing ones. In addition, it necessitates careful study of economic .
and technical data and trends in each sector. The results arrived at by
the two methods — overall and sector-by-sector — cannot therefore be
expected to tally entirely, unless by chance; at the same time, the sector-
by-sector method does provide a serviceable means of checking the overall
calculations.

In sector-by-sector analysis it is necessary to take into account
the competitive situation as among the different energy products. It has
been found useful to distinguish between * specific” demand, e.g.
requirements of coke for pig-iron production or of petrol for motor vehi-
cles, and “ competitive >’ demand. But it is often very difficult to draw
anything but a very approximate dividing-line between the two. And
whether the overall or the sector-by-sector method is used, serious
difficulties arise in any attempt to estimate demand for the different forms
of energy : very full technical and economic details are required. There is,
however, one exception, consumption of electric current. This is expanding
vigorously and, it would seem, more or less independently. Since it is
so closely bound up with general economic activity, it can already be
estimated with a fair degree of accuracy.

For purpose of calculation it is necessary to allow a confidence
interval. This is computed as follows. First, it is decided what degree of
probability can best be attached to the real value of energy consumption,
assuming the hypotheses on which the calculations are based to be correct.
It is then possible to determine mathematically the interval within which
the real value may with that degree of probability be expected to lie.
The experts suggest a confidence level of two-thirds : that is to say, if
general economic activity expands at the rates assumed, there are two
chances out of three that actual energy requirements will fall within the
range calculated and forecast.
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CHAPTER FOUR

THE SITUATION IN THE COMMON MARKET
FOR COAL AND STEEL

43. The general economic situation in the Community
began to look up at about the beginning of 1959, and remained
favourable throughout the year thanks to the increasing
influence of factors fostering expansion in most of the Commu-
nity countries.

The recovery is of course partially attributable to a
number of merely temporary causes, but the main factors
which accelerated economic activity were the improved
economic climate throughout the world, increased third-
country demand for manufactured goods, and a tendency
in the Community to build up stocks and increase public
investment. Private investment also increased from the second
half of the year onwards.

These combined factors brought about a stronger
recovery in those Community countries, in which economic
activity had fallen off less than elsewhere in 1958. In the
first quarter of 1959 industrial production in Belgium and
Luxembourg was still below the level reached in the same
quarter of the previous year. In France, both the decline and
the recovery occurred several months later than in the other
Community countries. Since the second quarter of 1959,
the rate of the industrial production, reckoned on a year-to-
year basis, has been increasing in all six countries, amounting
to 6-4% for the Community as a whole. The highest rates
were achieved in the Netherlands, Italy and the Federal
Republic of Germany. Industrial production for the Commu-
nity as a whole reached a higher rate of increase in the fourth
quarter of 1959 than that for the same quarter of 1956. Signs
of a boom began to appear at the end of the year in the

4a
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Federal Republic of Germany and to a somewhat lesser degree
in the Netherlands, causing in particular a certain tightness
in the labour market.

Rate of Increase of Community Industrial Production compared
with the corresponding Quarter of the previous Year

Year ‘I Ist %Zarter 2nd g:arler 3rd %:arter 4th (})Zartet
1956 9 10 8 7
1957 9 6 4 5
1958 4 2 2 3
1959 2 6 8 11 1)

1} Provisional figure.

When considered in the context of a longer period,
especially the known part of the last economic cycle for
coal, which began in 1953, the industrial production index
is seen to have been increasing faster than the index for gross
consumption of energy. As shown in Graph No. 1, the index
for gross hard-coal consumption remains well below the
industrial production index.

The differences in the development of the three
indices quoted are due to the cumulative effects of the pro-
gress made in fuel utilization and to the steadily growing
share taken by energy products other than coal in covering
overall requirements. In these circumstances economic uncer-
tainty obviously tends to affect coal :

(1953 — 100)
Index for Index for gross Index for gross
Year industrial consumption of consumption of
production ') energy hard coal

1953 - 100 100 100
1957 143 125 118
1958 148 122 106
1959 2) 158 123 103

1) Exclusive of building trade and foodstuff, berevage and tobacco industries.
’) Provisional figures.
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GRAPH 1
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The development of the Common Market for coal
during 1959 must be viewed in the context of this overall
economic background. In the sections following we shall
examine the action taken by the High Authority within the
Community, particularly in respect of the Belgian coalmining
industry.

In contrast, as will be seen in the last section of this
chapter, the economic recovery has had a very favourable
effect on the Community iron and steel industry.

Section 1 — The Trend in the Common Market for Coal

44. The situation in the Common Market for coal reveals
the same salient feature in 1959 as in 1958 : supply continued
to exceed demand. The general recovery in industrial activity
did not spread to the Community’s coalmining industry.,

The falling off in internal demand continued on a
considerable scale in 1959 up to the third quarter. Towards
the end of the year, demand stopped declining and now seems
to have found its level. Exports remained small throughout
1959.

The situation created as regards the supply of hard
coal and coke by the decline in demand had repercussions
the social and economic consequences of which were partially
offset by the general economic recovery. Very considerable
efforts were made to adapt the coal production level to the
present situation. '

Hard-coal production in the Community coalfields
in 1959 fell below the 1958 level as a result of the closing of
unprofitable pits, the increase in short-time working and the
number of mineworkers leaving .the pits. The imports of
third-country coal helped to reduce supply. :

On the whole, 1959 saw a reduction in the extent of
the existing imbalance. Producers’ stocks continued to pile
up, but at a slower rate than in 1958.
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TRENDS IN DEMAND FOR COAL IN 1959

Overall demand for hard coal

45. Demand for hard coal from Community users con-
tinued to weaken during 1959. Deliveries from Community
coalfields and from imports to the various consumer groups
rose in 1957 to the record figure of 252-1 million metric tons.
Deliveries from the same sources reached only 225-4 million
m.t. in 1958 and then dropped to about 212 million tons in
1959.

The rate of the decline in deliveries, calculated on
the basis of the first quarter of 1957, is shown in the following
indices :

(1st Quarter 1957 — 100)

Year 1st quarter 2nd quarter 3rd quarter 4th quarter
1957 100 99-1 96-2 96-9
1958 90-6 85-1 868 - 88-0
1959 839 79-5 78-8 86:9 1)

1) Provisional figure,

Demand was already falling off in 1957, a remarkable
fact considering that orders, placed in the majority of Com-
munity coalfields continued to exceed deliveries up to the
end of 1957. From then on the decrease in demand became
more and more marked up to the second quarter of 1958
and remained quite considerable until the middle of 1959.

Total deliveries of coal were 10-7%, lower in 1958 and
16-1% lower in 1959 than in 1957, and 6-19, lower in 1959
than in 1958.

The extent of the fluctuations in demand reflects the
magnitude of the changes in consumers’ stocks during the
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period under review 1). By taking into account the fluctuations
in consumers’ stocks of hard coal and coke together with
those in the coke stocks at coking-plants, we obtain the
variations in real consumption *). Calculated on the same basis
as the above table, real consumption may be expressed in
indices as follows : '

(1st Quarter 1957 — 106)

Year 1st guarter 2nd quarter 3rd quarter 4th quarter
1957 100 90-1 892 98-8
1958 85-6 79-8 80-7 875
1959 831 793 76-8 898 1)
) Estimated.

Total real consumption of hard coal dropped by
9-2% in 1958 and by 4:7% in 1959 below the figure for the
previous year, and in 1959 was 13:5% lower than in 1957.

The foregoing details show that the year 1959 forms
part of a period of far-reaching changes in the energy market.
These changes were due to a large number of structural
factors the effects of which were masked by the former high
level of economic activity, but was intensified in the coal
sector by the Suez crisis. The main factors were

— a fall in specific consumption of coal in the industrial
sectors owing to improved fuel utilization techniques;

— substitution of other products for coal owing to a rise
in the standard of living and to the rationalization
of industry;

— a change in some countries in the price relationship
between petroleum products and coal at the expense
of solid fuels.

') See Statistical Annex, Table No. 15.
) For further details, sce Statistical Annex, Tables Nos. 12 and 13.
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To these basic causes of shrinkage in the demand for
coal must be added certain short-term factors which intensified
the decline in coal consumption, viz.:

— plentiful water-supply;

— high winter temperatures in the last two years.

The trend in the demand for hard coal in the Community
countries was influenced by these factors in varying degrees.
The effects and conditions of competition from other sources
of energy, the proportion of coal and oil in overall supplies,
and the tonnages of hard coal imported, differ from one
country to another. Total deliveries of hard coal to consumers
in the six Community countries varied as follows :

Variations in Deliveries of Hard Coal and Hard-Coal
Briquettes to Consumers
(in Community Countries)

(in %)
Country 1958/1957 1959/1957 1959/1958
|
Germany (Fed. Rep.) —9-6 —16-9 —80
Saar —4-4 —1-1 +35
Belgium —17-1 - —12-7 453
France —8:0 —14-5 —7-0
Italy —21-4 —29:0 —9:6
Luxembourg —19-8 —22-8 —3-8
Netherlands —13-3 —17-8 —52
Community —10-7 —16-1 —6-1

1) For tonnages see Statistical Annexe, Table No. 14.

Deliveries of hard coal to consumers in the different
consumer sectors show that over the period 1953 to 1959 only
the coking-plants, whose activity is tied up with that of the
iron and steel industry, and the power-stations were still
increasing their procurements :
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Deliveries of Hard Coal and Hard-Coal Briquettes to
Consumer Sectors

{000 800 metric tons)

Variation (%)

Secteurs 1953 1957 1959 1)
195971957 | 19591953
Coking-plants 80-6 101-8 92-7 —9:0 +15-0
Railways 188 17-8 12-8 —27-8 | —31-8
Power-stations 20-1 27-4 220 -—19-5 +9-5
Gasworks 119 12-9 9-6 -—25-4 —19-4
Iron and steel in-
dustry 4-4 4-3 36 —158 | —I184
Other industries 36-1 39-3 337 —14-2 —6-6
Total, industrial
sectors 172-0 2034 1744 —142 +1-4
Households 34-5 440 333 —242 +33
Miscellaneous 51 49 39 —20-0 —23-7
Grand Total 211-5 2523 211-7 —16-1 +0-7

') Provisional figures.

Real Consumption of Hard-Coal and Hard-Coal Briguettes
by Consumer Sectors

(000 000 metric tons)

Variations (%)

Sector 1953 1957 1959 1)
1959/1957 | 1959/1953
Railways 19-0 17-1 13-4 —216 | —29-4
Power-stations 20-6 254 23-5 —76 +13.8
Gasworks 11-7 12:1 10-0 —17-5 —15-2
Iron and steel in-
dustry 4-4 4.3 3-7 —135 —16-5
Other industries 36-0 387 34-1 —12-0 —5-2
Total, industrial
sectors 91-7 975 84-6 —13-2 —7-7
Coking-plants 80-7 101-3 92:6 —86 +14.7
Grand Total 1725 198-8 177-2 —109 +2-7

!} Provisional or estimated figures.
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Total deliveries reached a maximum in 1956 and
1957, and in spite of the sharp drop over the last two years,
their 1959 level was slightly higher than that for 1953.

If we disregard movements of consumers’ stocks, the
changes in the market structure are confirmed by the trend
in real consumption in the different industrial sectors.

The level of activity of the coking-plant is governed
essentially by that of the iron and steel industry but is also
conditioned by demand from other consumer sectors, e.g.
households, and by export demand. The fluctuations in real
consumption of hard coal in the Community are less marked
than in deliveries, but the basic trend remains the same.

46. Deliveries of coke-oven coke fell off sharply in 1958, but
the decline slowed down considerably in 1959. Coke deli-
veries to consumers went down from nearly 70 million metric
tons in 1957 to 63-3 million tons in'1958, whereas in 1959 they
stood at about 62-5 million.

Deliveries of Coke-Oven Coke to Consumer Sectors

(7000 000 metric tons)

\ ( Variation (%)
Consumers 1953 1957 1959 1)
195971957 | 1959/1953
Iron and steel in-
dustry 330 46-7 447 —4.9 +34.5
Other industries 7-3 9:0 7-6 —15-6 +4-1
Total 40-3 55-7 52-0 —6-6 +29.0
Households 7-8 11-2 86 —23-2 +10-3
Miscellaneous 32 30 17 —43-3 —46-9
Grand total 513 699 62-3 —109 +21-4
Pig-iron production 315 45-1 467 +35 1483

1) Provisional figures.
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Coke deliveries in 1959 were higher than in 1953,

The following table gives the percentage variations
of deliveries to different sectors in 1959 compared with the
tonnages delivered in 1957 and in 1953.

It should be noted that the 359, increase in coke
procurements by the iron and steel industry over the 1953
tonnage corresponds to a 48%, rise in pig-iron production.
In 1959 the iron and steel industry consumed less coke than
in 1957, while pig-iron production went up by over 39,. This
disparity between the development of coke-oven coke procu-
rements and pig-iron production is largely accounted for
by the reduction of the coke rate.

Trade between Community Countries

47. Trade in hard coal, hard-coal briquettes and coke-
oven coke between Community countries showed a general
decline in 1958. In 1959, on the other hand, trade in hard
coal and hard-coal briquettes increased by 15-5%, above the
1958 level, although trade in coke-oven coke remained un-
changed.

Examination of the trade in hard coal and hard-coal
briquettes reveals that Germany has become a larger net
supplier and Belgium a larger net purchaser :

(The Saar was reintegrated into the Federal Republic of
Germany on July 6, 1959. Trade figures which allow for the status of
the Saar at the relevant periods will be found in the Annex to this Report 1),
To facilitate comparison with the previous year, the arrangement of
the figures has not been changed in the accompanying tables.)

In 1958 Belgium took 0-6 million metric tons more
than it supplied; its negative trade balance for 1959 amounted
to 1-4 million metric tons. Most of the tonnages in question

1) See Statistical Annex, Table No. 10.
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Trade in Hard Coal and Hard-Coal Briquettes
within the Community
' : ' (*000 000 metric tons)

Variations (%)
Country 1958 1959 1)
' 1959/1958
Deliveries
Germany (Fed. Rep.) 9.7 11-4 +17-2
Belgium 2:2 20 —10-7
France/Saar 34 39 +134
Netherlands 1-4 2:1 +51-0
Total 167 19-3 +155
Purchases
Germany (Fed. Rep.) 32 3.9 +21-3
Belgium 2-8 34 +23-4
France/Saar 6-3 6-4 +2:5
Ttaly 1-3 2-2 +62-4
Luxembourg 03 02 —35
Netherlands 29 3-2 +10-0
Total 167 193 +15:5

<=

Provisional figures.

Trade in Coke-Oven within the Community
(*000 metric tons)

Variation (%)
Country 1958 1959 1)
: 1959/1958
Deliveries
Germany (Fed. Rep.) 68 6-1 —12-8
Belgium 04 06 +34-7
France/Saar 01 0-2 4100
Netherlands 1-1 14 +32-1
Total 84 84 —0-3
Purchases
Germany (Fed. Rep.) 0-1 . 04
Belgium 0-15 0-17 +15-3
France/Saar 4-4 3.7 —14-0
Ttaly 0-1 0-1 +4-2
Luxembourg 35 37 +46
Netherlands 0-2 03 +46-6
' " Total 84 84 —03

1} Provisional figures.
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came from Germany. The Netherlands increased their deli-
veries to Belgium. Purchases by Italy from the Community
went up by nearly one million metric tons.

Trade in coke-oven coke between the Community coun-
tries did not increase in 1959 in spite of the recovery of iron
and steel production. Deliveries by the Netherlands and
Belgium increased, whereas those by the Federal Republic
of Germany to France fell off, '

The trade position of the different countries has
slightly changed. Germany’s net supplies amounted to only
5-8 million metric tons as against 6:7 million metric tons for
the previous year. France reduced its net purchases from
4-3 to 3-5 million metric tons. .

Belgium and the Netherlands were able to increase
their balance as net suppliers to the Community.

Exports to Third Countries

48. In contrast to the trend observable up to 1957,
hard-coal and coke exports for 1958 followed the pattern of
internal Community demand.

In 1959, exports of hard coal and hard-coal briquettes to
third countries reached a slightly higher level than in 1958.
Nevertheless, they stayed below the very low level of 1952.
Exports from the Federal Republic of Germany, exceeded
those for 1958 owing to the delivery of a special quota to
Eastern Germany and to a decline in Belgium and French
exports.

Coke exports have fluctuated less markedly in the
past than coal exports, but have been falling off steadily
since 1955. In 1958, Community exports amounted to 3-4
million metric tons, and the same tonnage was reached in
1959. The decline was felt chiefly by Germany and the Nether-
lands.
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DIFFICULTIES IN ADAPTING SUPPLY TO DEMAND

'How did supply — that is, hard-coal imports and
hard-coal and coke production — adjust itself in 1959 to
the decline in demand and the increase in pithead stocks
over the last two years?

Imports from Third Countries *)

49. Imports from third countries dropped considerably
in 1959 because of the slackening demand and of the measures
taken by certain Community countries. Imports for 1959
were 19 million metric tons, of which about 5 million came

Hard-Coal Imports from Third Countries
(’000,000 metric tons)

Importing countries 1953 1957 1958 1959 *)
1. From the United

States
Germany 3421 15904 11205 4 650
Belgium ) 664 21511 1879 1049
France 289 6 991 ?) 2772 %) 774
Italy 1 609 8201 6727 4913
Netherlands 701 4 581 3237 2 625
Total for U.S.A. 6 684 37828 25 820 14 011

11. From other Third

Counlries 7 139 6131 6 025 5 146
United Kingdom 5 085 2 635 1634 1238
Poland 1193 1 999 2 574 1957
U.S.S.R. 432 1001 1171 1320
Other countries 426 495 647 632
I11. Total Imports by the :
Community 13 823 43 959 31845 19 157

1) Including Luxembourg.
%) Including the Saar..
3) Provisional figures.

1y See Statistical Annex, Table No. 7.
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from various countries and 14 million from the United States.
These tonnages compare with the 31-8 million metric tons
imported in 1958, of which 25-8 million came from the
United States.

The most substantial drop occurred in Germany,
where total imports for 1959 were only 6 million metric tons
" as compared with 13 million in 1958. In France, too, the
decline from one year to the other was over 50%,. ITtaly
imported about 1-5 million metric tons less than in 1958.
Total imports by Belgium and the Netherlands were about
16 million metric tons lower than in 1958.

Community Production 1)

50. Community hard-coal production (see Graph No. 2)
has dropped since 1957 by over 5%, in spite of improved
underground output, as a result of short-time working and
the reduction in personnel. In addition, measures were taken
in some coalficlds to reduce production and to close certain
pits.

Hard-Coal Production by Countries Q)
(7000 000 metric tons )

Variation (%)
1957 1958 1959

’ 1959/1958 1959/1957

Germany
(Fed. Rep.) 1332 | 1326 125-6 —5-3 —35-7
Saar 16-5 164 16-2 —1-1 —I1-3
Belgium 29-1 271 | 228 —15-9 | 218
France 56-8 577 57-6 -2 +14
Italy 1-0 0.7 0-7 +2-2 —27-2
Netherlands 11-4 119 120 +0-8 +53
Total 2479 | 2464 2349 —3-1 —52

') For variations in preduction of Community coalficlds, see Statistical Annex, Table No. 2.

1) See Statistical Annex, Tables Nos. 1 to 6.




EIGHTH GENERAL REPORT — 1960 119

GRAPH 2
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Underground output per man/shift in Community mines
rose in 1958 by 2-89, over the previous year. In 1959, the
increase amounted to 9-1%; at the beginning of 1959, the
average output was 1,623 kg., rising during the year to reach
1,817 kg. in December. The rise in output was general in
all countries but was particularly marked in the German
coalfields, and more especially in the Ruhr coalfield where
an O.M.S. of 2,011 kg. was reached in December as against
1,739 kg. in January 1959. However, a substantial part of
the increase in Germany was due to the new working hours
introduced on May 1, 1959, when shifts were lengthened by
half an hour and the working week limited to 5 days.

The number of underground workers on the Community
books dropped by over 59 000 in 1959 as against 32 000 in
1958, i.e. by over 91 000 in two years. The decline was most
marked in the Ruhr, Southern Belgium, Campine and
Centre-Midi.

Underground Workers on the Books of Community Coalmines

(000 persons)

End of 1957 End of 1958 End of 1959

Germany (Fed. Rep.) 343.7 3266 289-3
Saar 38-0 38-4 36-7
Belgium 109-4 98-3 84-5
France 143-4 141-1 136-3
Ttaly 4.9 3-0 2-8
Netherlands 315 311 296

Community 670-9 638-6 5792

Graph. No 3 shows the divergent trends taken by pro-
ductivity figures and the numbers of underground workers
over the last few years.

Short-time working on account of the decline in sales 1)
was introduced in the coalmines at the beginning of 1958,

1) See also No. 138 below.
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particularly in the Ruhr, Saar, Campine, Southern Belgium
and Sulcis (Italy). Production losses in 1958 amounted to
6-4 million metric tons, including 39 million in Germany
(without the Saar) and 2-1 million in the Belgian coalfields.

The decline in coal sales led to an increase in short~
time working at thé beginning of 1959, In France, the Lor-
raine and Centre-Midi coalfields, which had until then been
unaffected, had to introduce off-days. Following the intro-
duction of the 5-day week in Germany (exclusive of the
Saar), the number of off-days decreased from month to
month. In the Belgian and Saar coalfields, on the other hand,
short-time working increased sharply in 1959.

Production losses for the Community amounted in
1959 to 12-3 million metric tons, including 5-7 million in
the Belgian, 5 million in the German, 1-1 million in the Saar
and 0-4 million in the French coalfields, Only the Nord/Pas-
de-Calais and Dutch Limburg coalfields remained unaffected.
There was no short-time working in the Sulcis coalfield in
1959.

Sl The reduction in hard-coal production in the Com-
munity, however, did not suffice to ensure that all the coal
produced was in fact sold. Pithead stocks continued to pile
up in 1959 1), In 1959, 6-8 million metric tons of coal were
put to stock in the Community, as against 17-3 million in
1958.

Stocks were still rising substantially at the beginning
of 1959, and continued to do so at the rate af about one
million tons a month until June. The rate then gradually
slackened off. By the end of October stocks had reached a
level of 32-8 million metric tons. During the last two months
of the year stocks were reduced by 1-5 million metric tons,

') See Statistical Annex, Table No. 5.
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Short-time Working introduced in Community Coalfields

because of Falling Sales
1958 ) 1959
Coalfields/Countries
Average Production Average Production
number of loss number of loss
days not ("000 m.t.) days not (°000 m.t.)
worked at pits worked at pits
Ruhr 871 3 804 11-26 4977
Aachen 1-73 52 2:70 80
Lower Saxony 0-02 0 442 41
Germany (Fed. Rep.) 815 3 856 10-48 5098
Saar 50 278 18-47 1 085
Campine 14-59 556 56-26 2269
Southern Belgium 2246 1577 50-04 3432
Belgium : 20-18 2133 52-88 5701
Nord/Pas-de-Calais —_ —_ — —
Lorraine — — 2-73 143
Centre-Midi —_ — 5-14 237
France —_ — 1-67 380
Sulcis (Italy) 62-95 180 —_ —
Dutch Limburg — — — —
Community 8-04 6447 15-17 12 264
52. Coke production in the Community stood at 70 million

metric tons in 1959, or nearly 4-3 million metric tons lower
than in 1958. In 1957 it was about 77 million metric tons.

In 1959, coke producers reduced their output so
that smaller tonnages would be put to stock.

The steepest fall in coke production from 1958 to
1959 occurred in Germany (11:6%,), followed by Italy (9:5%)-
On the other hand, production rose in Belgium and the Saar.
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Production of Coke-Oven-Coke

{000 000 metric tons)

Variation (%)
1957 1958 1959

1959/1958 1959/1957

Germany
(Fed. Rep.) 452 43.4 384 —I11-6 —150
Saar - 4-3 4.2 4-3 438 +1-1
Belgium 7-2 6-9 7-2 +4-5 —-—0-9
France 12-6 12-5 13-1 +4-9 +4.1
Italy 3.7 34 30 -—9-5 —175
Netherlands 4-2 41 4-1 —0-2 —4-0
Community 772 744 70-1 —5-8 —9:1

53. Coke stocks at coking-plants increased by slightly over
1-6 million metric tons in 1959, whereas in 1958 5-3 million
metric tons had been put tostock. At the end of 1959 coke stocks
in the Community amounted to over 8-5 million metric tons. 1)
Thus, by the end of December 1959 the overall hard-coal
and coke stocks accumulated by Community producers had
reached nearly 40 million metric tons (or approximately
43 million metric tons of hard-coal equivalent).

PRICE TRENDS

Community Coal Prices

54. In view of the difficulties caused by the stock accu-
mulations referred to in the preceding section, the producers
took a number of measures in regard to prices.

As from April 1, 1959, the Ruhr coal-selling agencies
lowered their prices for certain industrial grades of coal of
high V.M. content. The summer rebates on household coal

1) See Statistical Annex, Table No. 6,

e,
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was raised and the winter surcharge reduced. The Aachen
and Lower Saxony coalfields also reduced their prices as
from April 1, 1959.

On January 1st, 1960, the Rhur, Aachen and Lower
Saxony coalfields took advantage of the abolition of the
miners’ housing levy to alter their prices and the structure
of their schedules.

This levy of DM 2 per ton on coal and DM 2.60 per
ton on coke was formerly added to the scheduled price, thus
increasing consumer prices by the amount of the levy. After the
levy had been abolished, the collieries decided to give con-
sumers the benefit of part of the difference. The alteration
in the schedules introduced at the same time took essentially
the form of an extension of the price spread, the smallest
increases being made in the case of the grades particularly
vulnerable to competition. Price differences between the
various household nuts of semi-bituminous and low-volatile
coal and anthracite were increased. Rebates were also allowed
on certain grades of coke and briquettes sold mainly to
households. In the case of the traditional coking-coals, metal-
lurgical coke and gas-coal, the margin left by the abolition of
the miners’ housing levy was wholly absorbed by the collieries;
the weighted average nevertheless represents a price reduction
for the consumer.

_ The French coalfields revised their prices after the
17-5%, devaluation of the French franc in December 1958.
On January 5, 1959, the major coalfields issued new schedules
showing an average price increase of 11%,. Prices for French
coal, however, still retained an advantage of about 6%, over
prices for coal from other sources. Furthermore, the French
coalfields introduced new summer rebates and winter sur-
charges.

The Saarbergwerke also raised their prices for the
franc area by 119, on January 5. Their DM prices were
adjusted accordingly for deliveries to the Federal Republic.
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In Belgium, the Comptoir belge des Charbons (Cobe-
char) brought out a new schedule on December 29, 1958,
with price reductions of Bfr. 35 to Bfr. 75 according to grade.
"Three coalmining enterprises in the Campine, which withdrew
from the selling agency at the end of 1958, published their
first schedules on January 1, 1959. Their reductions were
much larger than Cobechar’s, between Bfr. 85 and Bfr. 130.
On March 17, Cobechar announced a second price reduction
for certain grades of sized coal, and at the beginning of June
the three independent Campine collieries also lowered their
prices again,

In mid-June, as part of the scheme then started to
reorganize the Belgian mines, schedules were once more
revised in order to bring the prices of industrial grades closer
to the delivered prices in Belgium of grades from other
Community coalfields. As a result Cobechar prices came down
further, especially for sizes below 10 mm.

A further price reduction was introduced by all
Belgian collieries on January 16, 1960. On January 1, 1960,
a fourth coalmining company left Cobechar and published
new, substantially reduced prices 1).

All the prices introduced by the Belgian collieries in
1959 work out at a weighted average of about 79,.

As from January 1, 1959, the Netherlands mines
granted rebates on industrial coal for contracts running for
at least one year starting on April 1, 1959; these rebates
anticipated the prices due to be charged from April 1 on all
sales, and amounted to Hfl. 5.50 on bituminous and smokeless
steam coals and to Hfl. 4.75 on dry steam and low-volatile
coals and anthracite. Fresh price cuts followed on April 1
and again on October 1, in particular for industrial coal.
On January 1, 1959, an arrangement identical with that
announced on January 1, 1959 was introduced. Prices for

1) ‘See also No. 70 below.




EIGHTH GENERAL REPORT — 1960 127

industrial coal were reduced, particularly for metallurgical
coke. The price reductions made since December 1958 work
out at a weighted average of about 10%,.

The price trend for Community coal is shown in the
tables reproduced in the Annex ). Allowing for price fluctua-
tions, it can be said that the prices of the different coalfields
have largely drawn together, which shows that prices tend to
level out more quickly when business is slack than when there
is a boom.

American coal prices

55. The c.if. prices of American coal imported by the
Community did not vary much in 1959. The f.o.b. price did
not change at all, and stood at $9-84 per metric ton for coking
fines. At the same time, transatlantic freight rates remained
at a very low level, at least, up to the third quarter of the
year; they began to rise slightly towards the end of the year 2).

. In large areas of the Common Market, present cif.
prices of imported American coal are still highly competitive
in relation to those for Community coal.

It should be noted that as a result of action taken
by the Governments to restrict both long and short-term coal
imports and of the commutation of contracts by the German
producers the number of long-term contracts concluded at
high freight rates has been considerably reduced.

Section 2 — Action taken by the High Authority
in the Coal sector

56. The High Authority’s Seventh General Report?)
describes the measures taken by the High Authority to deal

1) See Statistical Annex, Tables Nos. 16 to 18.
%) See Statistical Annex, Table No. 19.
%) Sce Seventh General Report of the High Authority, Nos. 42 to 46.
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with the difficulties in the coal market. In view of the worsen-
ing of the situation, the High Authority continued and inten-
sified in 1959 the work begun in 1958, employing different
means where necessary.

The High Authority emplasized already in its last
General Report that the Treaty to use indirect means obliges
it to exhaust all the means of indirect action open to it before
going on to direct action. It also reaffirmed its intention to
introduce the measures which the Treaty empowers to take
in the event of a manifest crisis (Articles 58 and 74) if indirect
means of action should prove inadequate.

It became evident as early as the first months of
1959 that the indirect measures agreed in October 1958
between the High Authority and the Council of Ministers
were inadequate : the demand for coal was still falling off,
pithead stocks continued to rise and short-time working was
increasing.

57. In view of the persistent imbalance of the coal market,
and of the grave outlook regarding its future development,
the High Authority informed the Internal Market Committee
of the European Parliament on February 29, 1959, of its
intention to discuss with the Governments of the member
States the possibilities for implementing Articles 58 and 74
of the Treaty. In its Special Report on the Coal Situation (June
1959), the High Authority provided the European Parliament
with a detailed and documented account of the successive
stages of its work between January 21 and May 15, 1959 b.
This work consisted mainly in negotiations with the Govern-
ments of the member States with the object of securing the
adoption of a plan for the implementation of Articles 58
and 74. It may be useful to recall the essential points of this
plan and how it was received. '

I) See Special Report by the High Authority to the European Parliament
on the Coal Situation (January 31 to May 15, 1959}, Luxembourg,
1959,
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April 1

After a series of negociations, the High Authority on
8, 1959, forwarded to the Governments its draft plan

10 deal with the coal crisis, the objectives of which were formulated

as follows :

a)

In view of the state of the coal market, it is essential
to reduce imports which no longer correspond to
requirements and arise from commitments undertaken
in entirely different circumstances.

Under the terms of international agreements now in

force it is legitimate to impose import restrictions

d)

and the sacrifices they involve provided an effort is
made to reduce surplus production in the internal
market. Such action is incidentally in line with the
spirit and the letter of the E.C.S.C. Treaty.

This reduction in production should not be intro-
duced with rigid uniformity for all enterprises alike;
enterprises whose sales and profits position is satis-
factory should be allowed such flexibility as they
may need; every effort should be made to ensure that
a structural reorganization is carried out.

In view of the state of the market, it is undesirable to
allow stocks, which impede recovery, to accumulate
indefinitely. At the same time, it also seems essential
to prevent the existing stocks, which now amount to
about 35 million metric tons of coal and coke from
being put on the market.

To supplement the proposed economic measures in

the. social field, the High Authority further proposed to

extend
already

to the whole Community the scheme which had
been in operation for two months in aid of miners

in Belgium, ) thus keeping the earnings of workers affected
by collective short-time working as far as possible at their old

level.

1) See No. 59 below.
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In the course of many subsequent discussions with
the Governments (already reported in detail inthe Special
Report of June 1959), the High Authority, in accordance
with the provisions of the Treaty, made every endeavour to
find a solution to the growing difficulties in the coal market
at Community level. '

Twice in succession (Memorandum of May 2, 1959,
and programme of May 11, 1959), the High Authority agreed
to amend certain provisions of its original crisis plan.

At its meeting on May 14, 1959, the Council of
Ministers found itself unable to give its agreement to the
High Authority’s amended plan of action.

58. After its plan had been rejected by the Council of
Ministers the High Authority considered it its duty to inform
the Council, the same day, of a series of measures, of necessity
temporary and incomplete, to remedy the direct effects —
above all the social effects — on the coalmining economy
in Belgium, this country being the hardest hit by the crisis.

On May, 14 1959, the Council agreed in principle
to the following measures :

‘Schedule prices for Belgian coal to be lowered by
means of Government subsidies as provided for in
Section 26, 4 of the Convention containing the Tran-
sitional Provisions 1);

The High Authority. to grant readaptation assistance
under Section 23 of the Convention, allowing for
the staggered closure of the Belgian mines affected
by the reorganization schemes 2. '

39. At the same time, the Council gave its agreement
under Article 95, 1 to the extension up to September 30,
1959, of the scheme of financial aid paid to miners in Belgium

1) See No. 70 below.
%) See No. 142, Section 2 below.
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put on collective shori-time working; the Consultative Commit-
tee’s opinion on this subject had been obtained on June 1,
1959.

On March 25, 1959, 1) the High Authority, having
obtained the Consultative Committee’s opinion and the
Council’s agreement, had instituted under Article 95, 1 of
the Treaty a special temporary grant to assist Belgian mineworkers
put on short time. This action in aid of Belgium, the country
hardest hit by the coal crisis, had been taken in advance of
a proposal to be put forward as a general measure in conjunc-
tion with the crisis plan ?).

This financial aid was originally granted from April 1
to May 31, 1959, up to a maximum of $ 2 million. On June 1,
1959 3) the High Authority was able to extend Decision No.
22/59 : the special temporary grant made payable up to
september 30, 1959, and the maximum was raised to $ 5 mil-
lion. To prevent the special grant from running out before
the new High Authority could consider the situation with
the Council, a further extension of one month was given by
Decision No. 41/59 ¢), with the upper limit unchanged.
However, discussions in the Council had revealed that several
Governments had the strongest objections to the employment
of Community funds for the continuation of this assistance
scheme.

The special temporary aid was paid in respect of
each day of collective short-time ‘working (instituted by the
enterprises because of lack of sales) after the second day of
such working in any calendar month, and for a maximum
of 9 days, whether consecutive or not, within the same month.
The grant amounted to 20% of the workers, daily wage.

1) See Decision No. 22/39, Journal officiel des Communaulés européennes,
" April 3, 1959.
%) See Nos. 57 and 140 below.
3} See Decision No. 32/59, Fournal officiel des Communautés européennes
June 9, 1959.
&) See Journal o/fficiel des Communautés européennes, October 20, 1959.
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Sums paid out by the High Authority for this special
grant'amounted in seven months to 3 020 000 E.M.A. units
of account 1), representing an average monthly disbursement
from April to October of 431 000 units of account. The
balance available on November 1, 1959, was 1 980 000 units
of account.

The Belgian coal situation had meanwhile entered
a new phase, for the Belgian Government had invoked the
precautionary clause in Article 37 of the Treaty. In conjunc-
tion with the measures worked out under this clause, the
High Authority, after consulting the Consultative Committee,
submitted to the Council of Ministers at its meeting of Decem-
ber 15, 1959, a draft decision to extend Decision No. 22/59
until such time as the fund of 5 million units of account would
be exhausted. The Council gave its agreement to an extension
up to the end of December 1959, and on this basis the High
Authority issued its decision on December 16, 1959 2).

At the same meeting the High Authority and the
Council also considered the- possibility of paying special
allowances to Belgian. miners on short time during 1960.
The Council recognised the desirability of this, but observed
that such assistance should be granted on a descending scale,
since September 30, 1960. had been put forward as the final
date for all special Community assistance to short-time wor--
kers. The Council stressed the wholly exceptional nature of
this assistance. On January 14, 1960, the High Authority
consulted the Consultative Committee on 2 special assistance
scheme designed on a descending scale. The majority of the
members of the Committee were in favour of a descending
scale based on the progressive reduction of the number of
entitlement days of short time per month. This formula tends

') European Monetary Agreement unit of account, see . Journal officiel
des Communautées européennes, January 27,1959, and Annex on Finance
of this Report, p. 369. S C

*) See Decision No. 45/59, Journal officiel des Communautés européennes,
December 21, 1959, - R :
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to favour workers who are orly slightly affected by short-time
working. _ : " .

At its meeting of January 26, 1960, the Council of
‘Ministers gave its unanimous agreement to the following
system :.° :

: . An overall maximum amount of 3 million units of
account is allocated for the period January 1 to September 30,
1960. The assistance, amounting to 20% of the daily wage,
will be grarited to miners employed on the production side
in Belgium for every day of short-time working over and
above the second such day within any calendar month, the
maximum number of entitlement days being fixed on a
descending scale as follows : :

eight days for the period January 1  to February 29 1960;
seven days for the period March 1 to April 30 -+ 1960;
six  days for the period May 1 to June 30 - 1960;
five days for the period July 1 to August 31 1960;
four days for the period September 1 to September 30 1960.

This scheme came into force upon the ado;;tion by-f
the High Authority of Decision No. 2/60 on January 27,
1960 v). ' :

60. The High Authority also continued its scheme of assistance
to help finance pithead stocks.— In its Seventh General Report 2)
the High -Authority described the circumstances which,
towards the end of 1958 had induced it to implement Article
95, 1 of the Treaty by allocating the sum of 7 million units
of account to relieve the situation in the coalmining industry
resulting from an accumulation of stocks on a scale consti-
tuting a threat to continuity of employment *?). '

1y See Fournal officiel des C wautés européennes, February 4, 1960.

%) .See Seventh General Report of the High Authority, No. 40 ff.

#) See Decision No. 1/59, amending Decision No. 27/58, Fournal officiel
des Communautées européennes, January 27, 1959.
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- On January 13, 1959, the High Authority submitted
to the Council of Ministers a draft decision designed to
improve the original scheme in three respects, viz. :-

— assistance from the High Authority’s own resources
to be increased from 7 to 10 million units of account;

— the starting date to be advanced from November 1
to October 1, 1958; : '

— the basis of calculation — the number of days
worked to be reduced from 35 to 25. ‘

Discussion was continued at the Council meeting of
February 5, 1959, but the unanimous agreement of the
Governments to the High Authority’s proposals, as required
by Article 95, 1 of the Treaty, was not forthcoming. The
High Authority was therefore obliged to abandon its plans
improving its scheme.

Regarding the practical implementation of this finan-
cial aid in respect of pithead stocks, the High Authority had
to meet such a large number of applications for assistance
during the first six months of 1959, that by June of that year
the ceiling figure of 7 million units of account had almost
been reached.

To ensure the most advantageous distribution of the
unallocated balance, the High Authority decided on October
28, 1959 1) that tonnages put to stock in July 1959 were to be
entitled to a maximum grant of only three monthly instal-
ments. No assistance was granted in respect of tonnages put
to stock after July 31, 1959.

A table in the Annex 3) gives particulars of how this
financial aid was finally allocated. In accordance with the
arrangements and amounts laid down, the German mines —

1) See Decision No. 43/59, Fournal officiel des Communautés européennes,

November 10, 1959
) See Statistical Annex, Table No. 20.




EIGHTH GENERAL REPORT — 1960 135

unlike those in other Community countries — received
advances repayable to the High Authority by the enterprises
concerned.

61. Regarding imports from third countries, the main
action taken by the High Authority has already been decribed
in the section on commercial policy. ?) In January 1959, the
High Authority addressed to the Government of the Federal
Republic of Germany a recommendation authorizing the
latter to impose a duty of DM. 20 on every metric ton of
coal imported from third-countries in excess of a duty-free
quota of 5 million metric tons *). The German coalmining
industry thereupon embarked on concerted action to procure
the commutation of import and freight contracts, and set up the
Notgemeinschaft Deutscher Kohlenbergbau, an emergency
organization to administer the very considerable sums requir-
ed for this purpose.

Since then contracts have been commuted on alarge
scale. The High Authority is aware of the desirability of
continuing in 1960 the existing arrangements for coal imports
entering the Federal Republic, both in order to avoid the
risk of tonnages imported under surviving contracts piling
up during 1960, and to encourage further commutation of
contracts. In November 1959, the High Authority therefore
recommended to the Federal Government to fix a duty-free
quota of not less than 5 million metric tons also for 1960 2).
The actual quota was fixed at 5:13 million tons. The High
Authority believes that this arrangement will facilitate the
orderly closure of unprofitable mines and workings in the
Federal Republic. As the High Authority has already empha-
sized, closures of this kind are absolutely essential if the coal-
mining industry is to recover its ability to compete with
imported coal and with liquid and gaseous fuels, and it is

1) See No. 10 above.
3) See Seventh General Report of the High Authority, No. 45.
%) See Fournal officiel des Communuatés européennes, November 14, 1959.
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happy to note how resolutely and systematically this reorga-
nization work is being carried out by the German. coalmining
industry. Similar considerations prevailed when the -High
Authority decided on December 23, 1959, under Article 37 n,
of the Treaty, that the Belgian Government should still
further restrict imports of third-country coal in 1960. -

62.  In the High Authority’s opinion the difficulties en-
countered by the Community’s coalmining industry undou_btédly
reflect the relative rise in Community prices as against import
prices produced when freight rates went down, -and also the
rapid expansion in oil availabilities and oil-transport facilities
throughout the world. These developments are structural in
character : examination of trends covering several years reveals
that where general economic activity remains unchanged, coal
consumption falls, and that it only. remains steady or rises
when general activity is rapidly expanding. In other words,
the structural problem of coal is reflected in the exceptional
difficulties' which it encounters at the slightest weakening of
the market. These difficulties are particularly. marked in these
areas of the Community, such as Belgium, which have the
lowest output.

63. With a view to remedying this situation as far as
possible and to implement the agréements in principle obtain-
ed from the Council at the end of its meeting of May 14, 1959,
the High Authority, in close co-operation with the Belgian
Government, worked out, in June, a programme comprising
various measures designed to normalize the production and market-
ing of Belgian coal. : '

The Council met on July 31, 1959, and, in imple-
‘mentation of Section 26, 1 of the Convention containing the
Transitional Provisions, approved the High Authority’s propo-
sals to the effect that the Belgian Government should be
empowered to subsidize 8 million metric tons of coal during
1959. ‘

3} See No. 71 below.
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On this basis, the High Authority *) authorized the
Belgian Government to increase these subsidies for 1959, so
as to enable the Belgian enterprises to absorb the price cuts
involved by the introduction of Schedule No. 15, *) whereby
their prices were to be aligned with the delivered prices for
Rubhr coal.

Further, the Council agreed in principle to new
arrangements for the implementation of Section 23 of the
Convention, whereby workers at certain mines are to be
assured of a normal wage, in spite of production losses, pen-
ding the closure of these mines. For obvious reasons of social
policy, reorganization can only be carried out by degrees. The
shutdown programme considered by the Council on July 31,
1959, covered the period 1959-1962, and involved a produc-
tion capacity of 5-5 million metric tons. The Council’s agree-
ment specified that the High Authority’s contributions to
this programme under Section 23 of the Convention contain-
ing the Transitional Provisions were not to exceed the sum
of 7-5 million units of account over the three financial years
1959/1960 to 1961/1962.

The Council and the High Authority agreed on
July 31, 1959 to organize an intergovernmental conference
to examine the problems arising in connection with . the
industrial redevelopment of areas affected by the closure of
mines 2).

64. These were the last decisions taken in regard to
matters concerning the coal market before September 16,
1959, when the new High Authority took office. Right from
the start the new High Authority tackled the coal situation
and energy problems in general, as can be seen from the

1§ See No. 70 below.
%) See also No. 54 above.
%) See No. 134 below.

Sa
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inaugural address delivered by President Malvestiti before
the European Parliament on September 23, 1959 1),

The situation in Belgium had become so grave that
the risk of unilateral action being taken could not be disre-
garded. The High Authority therefore immediately contacted
the Belgian Government and a first discussion, attended by
the Prime Minister and the Minister of Economic Affairs, took
place on September 29, 1959. It was agreed that the Belgian
Government, which since the rejection of the old High
Authority’s crisis plan had repeatedly pressed for alternative
measures, would not take any action without previously
consulting the High Authority. (Special powers to regulate
the coal market up to the end of 1959 had been conferred
upon it in July #). The High Authority acknowledged that
action so far taken at Community level was not such as to
provide a genuine solution to the problems of the Belgian
coalmining industry, but it also emphasized that all parties
to the E.C.S.C. Treaty were under obligation to comply with
its provisions. '

Numerous discussions were subsequently held with
all the parties concerned, and the same topic was raised when
the High Authority visited the Government of the Federal
Republic on October 15 and 16 and the French Government
on November 6, 1959. Basing itself on the forecasts for 1960,
which indicated that the balance of the coal market could not
be re-established by any short-term action the High Authority
stressed the need to adhere strictly to the reorganization plan
laid down for the Belgian coalmining industry; it further
emplasized that a way must be found to deal with the coal
surplus .of several million metric tons, which was likely to
produce utter chaos in the Belgian coal market, already the
weakest element in the Community coal economy.

') See There is Hope in Europe, address delivered by President Malvestiti
on the occasion of the installation of the new High Authority, September

16 — 23, 1959. .
" *) Belgian Law en Coal Production and Marketing, of July 24, 1959,
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Further discussions with the Belgian Government
made it clear, however, that the difficulties were too great to
be overcome either by the Belgian Government acting within
the limits of its powers, or by Community action involving
the normal implementation of the Treaty. In those circum-
stances, recourse to Article 37 had to be envisaged.

On November 3, 1959, the Belgian Government
advised the High Authority by telegram of its decision to
invoke the precautionary clauses of Article 37. The Council
was informed of this at its meeting of November 18, 1959.
On November 21, 1959, the Belgian Government submitted
a memorandum to the High Authority setting out the serious
repercussions of the steady worsening of the coal situation
on the regional and national economies and on the general
level of employment ).

Section 3 — The Special Problems of the Belgian
Coalmining Industry

GENERAL CONSIDERATIONS

65. The High Authority has dealt fully with the Belgian
coal situation in its earlier General Reports; the Sixth Report
in particular recapitulates the development of the compen-
sation levy during the transition period. '

The High Authority would now return to this ques-
tion to give an account of developments from the end of the
transition period to the last quarter of 1959. During this
period a series of important measures were taken, most of
which are still in force. The High Authority considers it its
duty to devote special attention to the present situation,
which constitutes probably the greatest difficulty it has
encountered so far in the course of establishing the Common
Market for coal. But many of the problems which have arisen
in Belgium merely foreshadow a new trend in the coalmining

1) See No. 71 below..
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industry which affects the Community as a whole. The trend
in the Belgian coalmining industry offers many useful pointers
for other action which the High Authority is having to con-
sider, especially in connection with the co-ordination of
energy policy.

The transition period was to a great extent a boom
period during which coal requirements could only be covered
by importing additional supplies from third countries at
prices well above those charged for Community coal. In the
Fifth General Report it was already noted that in these
circumstances the preservation of low-output production capa-
cities was hardly surprising. The cutback in production
provided for in Section 26 of the Convention had been
negligible : reorganization measures had been focused entirely
on technical improvements, such as the concentration of
pits, the modernization of surface equipment, or intensified
valorization of the coal produced.

A large-scale project was initiated for the opening-up
of the reserves in the Campine coalfield in order to increase
the output in that area, with the idea of closing down marginal
workings in other sectors later on. The High Authority
supported this scheme and repeatedly urged the Belgian
Government to grant a concession for the working of these
reserves. The necessary legislation was passed, but the boom
period came to an end before implementing action could be
taken.

66. The end of the transition period coincided with the
beginning of the coal crisis. Within a few months the protec-
tion afforded even to the most uneconomic marginal mines
by the exceptionally high transatlantic freight rates had been
lost. Stocks began to accumulate to a disquieting extent,
and short-time working had to be introduced for the first
time. From then on, reorganization meant the closing of pits.

The High Authority had for a long time been aware
of the urgent need for certain closures and had even prepared
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a shutdown schedule for the Borinage coalfield *). However,
it was anxious to prevent the crisis from centering mainly
on Belgium, because it was to be feared that the country’s
unfavourable situation would attract all the difficulties of the
other coalfields. The Common Market was liable to have
detrimental effects for the Belgian coalfields as soon as the
consumers, in view of the fact that prices there were higher
than anywhere else, found it to their advantage to buy
elsewhere, thus completely ruining the Belgian industry’s
chances of selling its coal. For this reason a number of mea-
sures were planned or adopted to obviate both short-time
working ) and any alteration in flows of trade which might
harm the interests of any particular coalfield. Decision No.
3/58 on price alignment *2), for instance, was taken for that
purpose.

Actual production cuts had not been introduced
during the transition period because of prevailing boom con-
ditions, but the state of the market in 1958/1959 made
reductions indispensable. This situation seriously affected the
compensation arrangements.

As can be seen from the table following, the Belgian
coalmining industry was compelled to make drastic production
cuts in the last few years, whereas by the terms of Section 26
of the Convention these reductions should have been effected
during the transition period.

The above table also reveals an increase in O.H.S.
in the Belgian mines. This first became apparent soon after
the Common Market had been introduced and again recently
following the first reorganization operations. The output rate
did not, however, improve during the boom, with the result
that Belgium is still lagging behind the rest of the Community.

1y See Journal officiel de la C.E.C.A., February 22, 1956.
%) See No. 59ff. above.
3} See Journal officiel de la C.E.C.A., March 29, 1958.
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Belgian Hard-Coal Production

Production : *000 metric tons

OM.S.: kg

Underground workers : *000

1950

1954

1957

1958

1959 1)

Centre
Production
O.M.S.
Underground
workers

Charleroi
Production
O.M.S.
Underground
workers

Litge
Production
O.M.S.

- Underground
workers

Borinage
Production
O.M.S.
Underground
‘workers

Campine
Production
O.M.S.
Underground
workers

All Belgian coalfields
Production
-O.M.S.
Underground
workers

3 650
1067 -

140
7149
1088

26-6
4 963

929

22.0

4274
952

187
9258
1352

285

29 249
1 099
109-8

3471
1045

15-2
6873
1119

29.1
4323

921

218

4004

996
186

10331

1450
32-3

29 001

1146
1170

2936
1065

17-4
6 479
1135
25-4
4069
997
19-8

3 605
1047

16-3
9973
1387

319

27 062
1152
105-7

1 2066

1125
10-4

5520

1287
216

—0
o

168
2576
1145

129
8771
1499

29.5

22 757
1264
912

') Provisional figures,
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67. Endeavours to put the Belgian coalmining industry
back on a sound footing involve a number of measures, z:2.

1) Reorganization
2) Assistance to workers put on short time *)
3) Readaptation measures ®) '
4) Subsidies
5) Price regulation
6) Action concerning imports from third countries ?)
7) Action concerning trade currents within the Commu-
nity 4) ‘
Since commercial policy and social problems are
dealt with in other chapters of this Report, we propose to
confine ourselves here to subsidies and reorganization.

REORGANIZATION PLAN

68. A reorganization programme, dealing with each
coalfield separately, was drawn up by experts, discussed by
the Conseil National des Charbonnages Belges, and amended,
where necessary, by the Government.

The reorganization plan for the Borinage coalfield
was adopted by the Conseil National des Charbonnages in
February 1959. It was incidentally the cause of the social
disturbances which occurred in this area. The overall plan for
the reorganization of the Borinage involves the regrouping of
five companies into one, the other two to remain independent.
This regrouping scheme is to be accompanied by the elimina-
tion of certain production capacities, and the closure of seven
pits, three of which have already been shut down.

In June 1957, the Conseil National des Charbonnages
considered the reorganization plan for the Centre coalfield.

1) See No. 59 above and No. 140 below.
3) See No. 142, Section 2, below.

3) See No. 74 below.

4) See No. 74 below.
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This also involved a regrouping operation, by setting up a
new company to take over the activities of three collieries.
This company has meanwhile been formed. Closures were
also envisaged, involving six pits. The plan was reviewed
by the Conseil National des Charbonnages on October 26,
1957, with the object of speeding up the concentration ope-
rations which were to reduce the new company’s production
capacity from 1.2 million to 0.9 million metric tons.

The plan for the Charleroi coalfield was examined
in July 1959. It provides only for closures, seven of which
are still pending.

No reorganization plan has as yet been drawn up
for the Liége coalfield, but individual measures for the closure
of certain pits have already had to be decided upon, and
further closures are under consideration.

The reorganization plan for the Campine coalfield
differs from the others in that it does not involve production
cuts, but rather an expansion of production, provided of
course that the state of the market is such as to assure adequate
sales. By appropriate legislation the concession for working
the Campine reserves has been transferred to the State ; the
latter now proposes to allow the existing companies to work
those parts of the deposits which can be reached without
sinking new pits. '

On the basis of data supplied by the Belgian Govern-
ment, the High Authority submitted a reorganization plan
to the Council of Ministers on 31 July, 1959, providing for
the following closures :

*000 metric tons/capacit

1959 15 pits 2260
1960 10 pits 1 586
1961 5 pits 1008
after 1961 4 pits 613

34 pits 5 467
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Operations under this schedule of pit closures are
being speeded up and will definitely be completed by Jjune
30, 1961.

69. The following tables provide an overall picture of
the closures effected in Belgium in 1958 and 1959, and give
the number of pits in operation as at December 31, 1959. %)
The measures already taken and planned involve 32 pits,
which in 1957 produced 3-9 million metric tons of coal.

The Belgian Government proposes to submit the
reorganization schemes to the High Authority for discus-
sion under two heads : subsidies and readaptation measures.

Final, Temporary or Planned Closures of Bélgian Pits
during the Period February 10 to December 31,1958

Number of Production
pits - m.t. in 1957
Campine
No change — —
Centre
—Société des Charbonnages de Strépy-Brac-
quegnies S.A.
St. Julien pit, closed 19-7-1958 1 194 000
St. Henri pit, closed 19-7-1958 1 208 400
2 402 400
Charleroi
__S.A. des Charbonnages de Monceau-Fon-
taine
Pit No. 8, closed 5-4-1958 1 57 000
— S.A. des Charbonnages Mambourg, Sacré-
Madame et Poirier Réunis
St. André pit, closed 1-6-1958 1 64 000
St. Charles pit, closed 1-6-1958 1 48 000
— Aciéries et Miniéres de 1a Sambre, Charbon-
nages de Fontaine-I'Evéque Division
Pit No. 2, closed 10-10-1958 1 58 000
— S.A. des Charbonnages de Monceau-Fon-
taine
Pit No. 10, Temporarily shut down 18-9-58 1 147 000
Pit No. 24, closed 31-12-1958 1 161 630
6 535 630

1) For details of the position in 1959, see Statistic.al Annex, Table No. 22.
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Number of Production
pits m.t. 1957
Liége .
— S.A. des Charbonnages de Bonne-Espérance
Batterie, Bonne-Fin et Violette
Aumbénier pit reopened in 1958 (194 200 m.t. in
1955)
Aumonier and Sainte-Marguerite pits linked up
in 1958 1
(194 200 m.t. in 1955)
(141 800 m.t. in 1955)
(336 006 m.t. forecast for 1959 from both
pits together)
— S.A. des Charbonnages de Gosson-Kessales
Maket No. 5 pit, closed 1-5-1958 1 108 000
Kessales pit, closed 1-8-1958 1 171 000
— S.A. des Charbonnages de Micheroux
Théodore pit, closed 1-10-1958 1 27 500
4 306 500
Pit reopened 1 194 200
3 112 300
Borinage
~— S.A, Cockerill-Ougrée, Charbonnages Belges
Division .
Hornu-Wasmes pit No. 7/8, closed 27-12-58 1 142 300
Grand Trait pit No. 3, closed 27-12-1958 1 87 200
2 229 500
Total for 1958 13 1279 830
Pits in operation as at 31-12-1958 107
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Final, Provisional or Planned Closures of Belgian Pits
" during the Period January 1 to December 31, 1959

Production
m.t., per year
Number ¢ per year)
of pits.

1957 1958

Campine
No change . - — —_— —
Centre

— S.A. des Charbonnages du Centre *)
Houssu (formerly Ressaix) pit, closed : -
1-8-1959 1 158 980 78 370

— S.A. des Charbonnages du Centre
Pit No. 6 (formerly Mariemont-Bas- .
coup pit), closed 12-11-1959 1 144 784 | 113 661

— Société des Charbonnages Bois-du-Luc
S.A., St. Emmanuel pit, closed 31-12-
1959 | 101940 108 600

— S.A. des Charbonnages du Centre 1)
Sainte-Elisabeth pit (formerly Ressaix
pit), closed 31-12-1959 1 154 130 | 147 860

4 - 559834 448491

Charleroi

— Société des Houilléres Unies du Bassin
de Charleroi S.A.
Sainte-Pauline pit, closed 1-3-1959 1 78 375 81 336
— S.A. des Charbonnages Sainte-Elisa-
“beth
Sainte-Barbe pit, closed 5-7-1959 1 163300 139 140
— S.A. des Charbonnages d’Amercceur '
Naye-2-Bois pit, closed 12-7-1959 1 48 608 45114
— Société des Charbonnages du Trieu- _
Kaisin, S.A. ) T
Viviers pit, closed 19-7-1959 1 107 0481 100521
— Charbonnages Mambourg, Sacré-Ma-
dame et Poirier Réunis S.A.

Sacré-Frangais, closed 1-8-1959 1 96 961 | 117 874
— Charbonnages d’Aiseau-Presle S.A.
Roselies pit, closed 22-8-1959 1 122 340 118760

6 616 632 | 602 745
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Production
Number (m.t. per year)
of pits
1957 1958
Litge
— S.A. du Charbonnage de Gosson-Kes-
sales
Gosson I and Gosson I1 pits linked up
on 1-1-1959 1 — —
(465 000 m.t. in 1957 from hoth pits
together)
Gosson I pit, closed 3-4-1959 — 242970 | 246 320
— S.A. du Charbonnage du Bois d’Avroy
Val Benoit pit, closed 18-4-1959 1 77 270 69 650
— Charbonnages du Quatre Jean, de
Retinnes et Queue-du-Bois, S.A.
Mairie pit, closed 24-12-1959 1 122000| 111000
3 442240 427970
Borinage-
— S.A. des Charbonnages du Levant et
des Produits du Flénu
Nord pit at Rieu du Ceceur colliery, i
closed 18-4-1959 1 108 430 | 126 620
Pit No. 28, closed 19-9-1959 1 207 790 168 500
—- 8.A. des Charbonnages du Hainaut
Hautrage pit, closed 18-7-1959 1 217080 181610
— S.A, des Charbonnages unis de ’Ouest|
de Mons, S.A.
Ferrand pit, closed 19-12-1959 1 123 450 | 120 900
4 656 750 | 597 630
Total for 1959 17 2275456 {2076 836
Pits in operation as at 31-12-1959 90

1) The following enterprises were merged under the name ¢ S.A. des Charbonnages du Centre *” :
—— Charbonnages de Ressaix, Leval, Peronnes, Sainte-Aldegonde et Genck S.A.

— S.A. des Charbonnages Mariemont-Bascoup

— Société des Charbonnages La Louviére et Sart-Longchamps, S.A.
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PRICES AND SUBSIDIES

70. The fact that prices were too high has been one of
the main obstacles to the establishment of a minimum level
of sales of Belgian coal within the Common Market. The
state of the market thus made it essential to fix the Belgian
price-schedules bringing the delivered prices for Belgian
coal roughly in line with those for Ruhr coal. This meant that
some Belgian coalmining enterprises required Government
subsidies.

The collieries lodged a new schedule effective as from
June 15, 1959, with prices substantially below those of the
preceding schedule.

The new schedule invites the following comments :

a) Coking fines

Prices were reduced by Bfr.55 per metric ton for the
Campine coalfield and by Bfr.40 per metric ton for Southern
Belgium, thus achieving approximate price parity with the
Ruhr provided a certain degree of geographical protection
can be restored by adjusting the relativities between inland
water-transport rates, ORNI rates and international rates.

b) Industrial coal

For other industrial coal reductions varied between
Bfr.40 and Bfr.90 per metric ton according to grade (Bfr.60
for slurry, Bfr.80 for duffs).

¢) Graded coal

Price reductions for graded coal varied according to
type. No changes were made in respect of the prices for graded
coals in the dry steam, low-volatile and anthracite ranges.
Noticeable cuts were made in the pricés for bituminous and
smokeless steam coals : Bfr.85 for the sized coal in the high-
volatile bituminous range, Bfr. 65 for the bituminous range,
and Bfr.50 for smokeless steam coal.
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The Belgian collieries brought out new schedules on
January 16, 1960. The Cobechar schedules show reductions
of Bfr.30 to Bfr.40, mainly for all types of middlings, 0-2 and
0-5mm. untreated duffs, and dry steam and low-volatile
washed fines. The same reductions apply to the graded
and screened coals above 18mm. in the high-volatile bitu-
minous range.

The three Campine collieries independent of Co-
bechar made the same reductions as the latter for sizes from
0 to 20mm. and also reduced the prices for certain grades
in the bituminous and smokeless-steam ranges.

The fourth colliery which has withdrawn from Cob-
char lodged a schedule with considerably bigger reductions
than those made by Cobechar.

The High Authority was obliged to authorize the
subsidies provided for by Section 26 of the Convention even
after the expiry of the transition period. After the Council
had been consulted and had approved a subsidizable tonnage
of 8million metric tons for 1959, the High Authority issued
a decision 1), fixing the maximum amount of the subsidies to
be paid for Belgium as a whole at Bfr.926 million.

As far as individual enterprises are concerned, the
authorized subsidies are to be based on two sets of criteria.

Some subsidies are paid on the basis of the receipts
calculated on the basis of the schedule prices in force before
the last reductions; here the aid is restricted to the net opera-
ting loss. The others are paid to cover the losses resulting from
the new price reductions introduced in June 1959, and are
based on operating results. :

The High Authority requested the Belgian Govern-
ment to pay these subsidies on condition that the enterprises
concerned undertake to carry out the reorganization or shut-

1) See Decision 40/59, Fournal officie! des Communautés européennes, Aughst
18, 1959. : ‘
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down programme and to keep their production within a
specified maximum : overall coal production (apart from
anthracite) in the Southern Belgian coalfields is not to exceed
7.5 million metric tons. The High Authority intends to super-
vise the implementation of these provisions to ensure that
reorganization operations are effectively carried out.

The table following shows the subsidies paid out in

1958 :
Grants and Subsidies paid in 1958
1. Subsidies Tonnages Bfr.
— Borinage
Marginal mines to be kept in operation | 2 114 180 | 381 131728
Marginal mines to be shut down 536 120 49 465 160
Non-marginal mines partially affected by
closures 219 250 15 000 000
— Liége . ’
Marginal mines 1072 527 | 107 044 501
— Charleroi i _
Mines partially affected by closures 799 233 47 400 000
— Centre
Mines partially affected by closures 777 920 40 000 000
Total subsidies 5519230 | 640 041 389
II. Recoverable advances
— Borinage
Marginal mines 85 982 367
— Liége
Marginal mines 36 975 945
Total recoverable advances 122 958 312
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IMPLEMENTATION OF ARTICLE 37 OF THE TREATY

71. In spite of the reorganization measures and financial
assistance described above, the situation in the Belgian coal-
mining industry became steadily worse, and the Belgian Gov-
ernment requested the High Authority to take action in
order that the present difficulties should not produce radical
and persistent disturbances in the country’s economy.

Belgian economy is in fact particularly sensitive to
any unusual development in the coalmining industry. Coal
production represents 12%, of the value of all the goods pro-
duced, and the industry employs 109, of all industrial workers
in the country. In 1957, for example, purchase of miscella-
neous supplies by the Belgian collieries reached a total of
Bfr.8 500 million, to which their investments added a further
Bfr.1 700 million. Over 809%, of these supplies came from
Belgian firms. Direct and indirect wages paid to coalminers
in Belgium amounted in 1957 to Bfr.14 000 million.

Since in regard both to prices and to the tonnages
marketed, this sector of industry is not anywhere near adapted
to the existing sales potentialities, any attempt to correct
the imbalance by allowing the market free play would have
produced such a violent impact as to cause fundamental dis-
turbances in the general economy. Sudden cuts in production
are particularly detrimental to the economic balance of
certain areas, such as the Borinage or Centre coalfields where
the coalmining industry occupies a predominant position
(62% of all industrial workers in the Borinage and 389, in
the Centre are employed in the mines).

Since 1957 the loss of direct wages caused by reduc-
tions in manpower has been Bfr.2 500 million per annum in
the South Belgian coalfields as a whole. The reduction in
the number of men employed in the mines is a source of
disturbance to the Belgian economy. The number of mine-
workers on the books has dropped by over 27.000 i.e. more
than 209%,, since the end of 1957,
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At the same time the steady increase in Belgian stocks,
which at present tie down over Bfr4 500 million, saddles the
collieries with a growing financial burden and hampers even
the econemically soundest enterprises in their efforts to
modernize. Moreover, the chronic nature of the trouble is
obvious since the stocks can only be absorbed by degrees, and
the work of reorganization must therefore be spread over a
certain span of time.” ' -

72.- . The Belgian Government expressed its concern on

this in' a memorandum transmitted to the High Authority

on November 21, 1959. Recognizing the gravity of the situa-
tion, the High Authority decided to implement the provisions
of Article 37 of the Treaty. It consulted the Council of Minis-
ters on December 15, 1959, and issued its decision on Decem-
ber 23.1)

The fundamental objective adopted by the High
Authority in order to put an end to the situation described in
Article 37, was to make Belgian coal competitive in the Com-
mon Market without assistance or protection of any kind.
Reorganization was the only means of ‘achieving this end.
It was essential, in the High Authority’s view, to speed up
and intensify the reorganization of the Belgian coal market.
It was therefore necessary to revise the reorganization scheme.

To enable this scheme to be carried out without
causing undue economic and social hardship and to avoid
disorganizing the Belgian coal market, certain precautions
had to be taken at the same time : in particular, it was neces-
sary to restrict sales in Belgium of coal from third countries
and. other Community countries; to obviate further diffi-
culties in the market by preventing an unduly rapid rundown
of existing stocks, and to allow for the fact that the need to
restrict purchases from other Community countries must
entail the restriction of deliveries to the same countries if
the difficulties are not merely to be shifted to other areas.

1)y See Journal officiel des Communautés européennes, December 31, 1959.
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73. Revision of the Reorganization Scheme — The High Author-

/ity considered that the first scheme should be revised, as
envisaged when it was first drafted, with a view to enabling
Belgian coal to compete in the Common Market without
financial assistance from the Belgian Government or the
-Community.

On the basis of present costs, the High Authority
and the Belgian Government came to the conclusion that
9-5 million metric tons 1) of capacity would have to be shut
down between now and 1963. This capacity is to be regarded
as “ non-integrable > in the light of the current selling prices.
‘This price was fixed so as to achieve quasi-parity with Ruhr
prices, while allowing the Belgian collieries to make the ‘most
of certain sales opportunities open to them, particularly in
respect of household grades.

A new plan must therefore provide for a reduction
in capacity by 9-5 million instead of 5-5 million metric tons,
closures to be staggered as follows :

1959 1960 , 1961 1962 and 1963

2'3 million 2:5 million J - 2 million 27 million

The Belgian Government undertook to draw up by
May 1, 1960 a new reorganization scheme providing for
excess capacity to be closed down as indicated above.

Regarding closures after 1960, in so far as restric-
tions may still be necessary, the High Authority was of the
opinion that allowance should be made for the fact that such
closures should help to reduce short-time working and to
dispose of part of the Belgian pithead stocks, at the same time
eénabling Belgian consumers to take more coal from third
countries and from other parts of the Community.

1) Instead of 5-5 million metric tons as provided for in the first plan.
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» Under Decision No. 40/59 of July 31, 1959 ) the
subsidized Belgian mines must not exeed certain maximum
production levels in accordance with the reorganization
scheme. The High Authority is prepared, if the Belgian
Government so requests, to prescribe minimum prices and
maximum production levels for non-subsidized mines as
well, if this should prove necessary for the implementation of
the reorganization scheme. :

74. Action concerning Deliveries from Other Community Coun-

tries — In order to prevent producers in other Community
countries from being encouraged, both by the price advan-
tage they are enjoying at present and by the difficulties inhe-
rent in the reorganization work required of the Belgian coal-
mining industry, to step up their deliveries to Belgium, the
High Authority felt that action should be taken under Article
37 to restrict deliveries of coal and briquettes to Belgium in
1960, -and that such deliveries should be equitably allocated
among the different countries concerned, with due regard to
the following factors : :

requirements of the Belgian consumers according to

types and grades of coal;

availabilities of Belgian producers and producers of

other Community countries according to types and

grades;

traditional trade currents;

the complementary nature of the trade between
Belgium and other Community countries as regards
coal types and grades;

trade currents resulting from the process of substi-
tution for third-country coal.

It was proposed to implement this measure by means
of licences issued by the Belgian Government under the
control of the High Authority.

1y See Journal officiel des Communautés enropéennes, August 18, 1959
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Deltveriés by countries for 1960 are as follows :
: (°000 metric tons)

Germany (Fed. Rep.) 1 900
France - . 250
Nethérlands ) 800

Total 2 950

In return, and in order that the economic difficulties
should not spread to other areas, the High Authority felt that
deliveries from Belgium to the three Community countries mentioned
above should also be controlled under a licensing system. The
High Authority adopted the following figures for 1960 :

1960
(°000 metric tons)

Germany (Fed. Rep.) 150
France : 950
Luxembourg 45
Netherlands 800

' Total 1945

The High Authority further considered that imports
Jrom third countries should also be reduced from the 1959 ton-
nage and be brought down to 600 000 tons for 1960.

At the same time, the High Authority requested the
Belgian Government to take action to prevent the existing
pithead stocks from being thrown on the market and thus
adding to the present difficulties.

75. Following the High Authority’s decision to apply
Article 37 in Belgium, the Belgian Government enacted a
number of implementing provisions,

The first Royal Decree of December 30 defines the
scope of the scheme and certain details of procedure, in par-
ticular an arrangement whereby the Belgian Government
can make proposals to the High Authority for the fixing of
operating  rates for production capacities and minimum
prices.
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The second Royal Decree makes. it obligatory for
importers to comply with a scheme laid down by the Govern-
ment under the terms of the High Authority’s decision. The
third Decree defines the procedure for controllmg deliveries
of coal to and from Belgium.

The fourth Decree regulates destocking: the pro-
portion of pithead stocks which the collieries may put on the
market is limited to 20%. '

Sectxon 4 — Steel and the Supply Sltuatlon
as Regards raw! Matenals v

76. = The marked revival in gencral economic expansmn
from spring 1959 .onwards was 1mmed1ately reflected in the.
iron and steel industry, partlcularly as.'already during the
winter, before it set in, there had been a strong demand for
steel for export. The level of activity in the industry in 1959
rose steeply : business was still extremely slack during the
first quarter, whereas in the last quarter the boom was in
full swing once more. The figures for the year thus cover two
entirely different economic phases.

~ No difficulties were encountered, even at the end of
the year, in the supply of raw materials. Prices showed remark-
able stability, considering. the vigour of the recovery.

IRON ORE
77. " As over the years 1952, 1953 and 1954, when econom-
ic activity was at a low level, extraction of iron ore in the Com-

munity remained fairly even : between 87 and 88 million metric
tons for the three years 1957, 1958 and 1959.

This is largely due to the stabilizing influence of
stocks of Community-mined ore, both at the mines and at the
steel works. Total stocks rose from approx. 2-9 million metric
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GRAPH 4
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tons Fe content at the end of 1957 to 4-1 million in April
1959, and then fell to 3-4 million at the end of 1959. 1)

Graph No.4 shows that, for the present, the French
orefields must take most of the credit for the expansion in
Community ore productlon, as regards both its recent and
its long-term development, although the relatively very large
contribution made by the Italian mines will undoubtedly
continue with the revival of business activity in the iron and
steel industry. ?)

Exports qf Community-mined iron ore to third countries

had gone down in 1958. They declined in 1959 to 700,000
metric tons as against 950,000 in 1957. Imports fell by a
further million metric tons during the year to slightly less
than 23 million metric tons, thus regaining their 1956 level.
Stocks of imported ore had almost doubled between the
end of 1955 and the end of 1958, when they reached 64
million metric tons Fe content In 1959 they went down to
5-7 million metric tons. 3) From 1958 to 1959 imports from
Sweden remained unchanged, while those from Spain, North
Africa, India, Canada and Venezuela declined. Imports from
“other South American countries and Liberia increased. ¢) %)

Trade in iron ore between Community countries went
up by 5% in the first six months of 1959 as against the cor-
responding period of 1958. This rise is in line with a trend
which has been in evidence since 1952. The increase was most
marked in the case of deliveries from France to Belgium and
Luxembourg, though also considerable in the case of sales
to Germany. ¢)

1) See Statistical Annex, Table 25.

2) See Statistical Annex, Table 24,

3) See Statistical Annex, Table 25.

4) See Statistical Annex, Table 27.

5) For further details of the Community balance-sheet for iron ore, see
Statistical Annex, Table 23.

8) See Statistical Annex, Table 26.
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Production of sintered ore continued to expand rapidly,
nsmg from 22-6 million metric tons in 1958 to 26-4 million in
1959. This trend reflects the effects of the implementation of
large-scale investment projects relating to sintering-plants,
and is expected to persist for some years. As a result, the coke
rate at the blast-furnaces has béen sharply reduced : the Gene-
ral Objectives’ 1960 target of 910 kg. of coke per metric ton
of pig-iron, as against 970 kg. in 1955-57, was achieved by
mid-1959. Even allowing for the increase in the consumptlon
of coke breeze at the sintering-plants, from 25 kg. in 1955-57
to over 35 kg. at the end of 1959, the net saving per metric
ton between the begmmng of 1958 and the end of 195Q was
approximately 6%

- The schedule prices for iron ore have not been altered
since the changes made in France following the French Gov-
ernment’s monetary measures at the end of 1958 these were
an average increase of 9%, in Easterri France except for two
enterprises which kept to their old prices; a 69% increase by
the majority-of the mines in Western France, with the excep-
tion of two which retained their earlier schedules and one
which introduced a 10% réduction; and increasés of between
8 and 149, by two enterprises in-the Pyrenees, prices in' this
area otherwise remaining unchanged. As the value of the
franc was reduced by 1499, the net result was a fall in the
dollar prices for Fréench ores. generally.

SCRAP -

The easier situation in the Common Market for scrap
continued, even in face of the high level of activity in.the iron
and steel industry at the end of the year. Imports did not
exceed 900 000 metric tons, whereas even during thé recession
of 1958, they had still amounted to 2:4 million' metric tons.
This improvement in the scrap.situation is due first and fore-
most to the steep rise in the tonnages collécted ‘within - the
Community, which went up from- 10 to12-5 million- meétric
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tons. In comparison with 1958, specific consumption of scrap
went down slightly both at the steelworks and at the blast-
furnaces, while that of pig-iron and iron ore respectively rose
in proportion. In spite of a certain falling off in the proportion
of own arisings, due to the upturn in business activity, it
was thus possible to even up the Community scrap balance
with smaller imports. 1) After rising during the summer,
stocks at the steelworks fell in the autumn, but at the end of
the period stood at a higher level than at the beginning of
the year (about 3-4 million metric tons) 2).

In 1960 specific consumption of pig-iron at the steel-
works is expected to rise at the expense of scrap because of
large scale capital schemes, approved from 1955 onwards, to
increase the ratio between pig-iron production potential and
steelmaking potential are about to be completed; as a result,
the ratio should go up from 744 kg. per metric ton. in 1959 to
767 kg. in 1960, which is in line with the General Objectives,
but falls just short of the target, which is 781-788 kg. per
metric ton.

Trade in scrap within the Community in 1959 reached
9.4 million metric tons, which represents an increase over
the 1-8 million metric tons averaged over the previous five
years.

The Italian iron and steel industry considerably
increased its purchases of scrap, which totalled 17 million
metric tons as against about one million in preceding years.
Most of this scrap was bought in France and the Federal

1y Consumption of scrap at steelworks (kg. per metric ton of crude steel
produced) : 1957: 417; 1958: 409; 1959: 408.
Consumption of scrap at blast-furnaces (kg. per metric ton of pig-iron
produced) : 1957: 87; 1958: 73; 1959: 62.
Proportion of own arisings (kg. per metric ton of crude steel produced) :
1957: 260; 1958: 275; 1959: 266. '

%) See Statistical Annex, Table 28.
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GRAPH 5
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Republic of Germany, which were nevertheless able to reduce
their imports from third countries during the same period. 1)

Scrap prices within the Community, which at the beginning
of 1959 had almost dropped back to their very low level of
the summer of 1954, have hardened as a result of the revival
in demand, but remained substantially below the 1957
prices, especially since the consumer is no longer charged the
price-compensation contribution (see Graph No.5). This
contribution which had reached a record level of $13 in
March/April 1957, was abolished at the end of November
1958, the last rates fixed by the High Authority being $3.6
for September, and October 1958 and $5.44 for November. %)

In the United States, the composite price, which
had fallen from $41 in January to $34.5 in May and then
risen again to $46.17 at the beginning of November 1959,
dropped back to $42.50 at the end of January 1960.

78. The price-compensation scheme for imported scrap ended on
November 30, 1959, the expiry of the period laid down in the
decisions by which it was instituted. For operations in con-
nection with the remaining tonnages brought into the compen-
sation scheme under Decision No.2/57 2) concerning pur-
chases made in July 1958 and authorized by Decision No.15/
58, the High Authority confirmed the powers delegated to
the Compensation Office for Imported Scrap but limited
them to the liquidation of these final transactions.

The High Authority, however, instructed its appro-
priate departments to deal with compensation operations
concerning tonnages brought into the compensation scheme

1) See Statistical Annex, Table 29.

7) See also Decision Nos. 3 and 4/60, Fournal officiel des Communautés
europénnes of February 8/1960, concerning an additional contribution
of $ 1.09 in respect of the reference tonnages for the assessment
of the contribution for the period May to November 1958.

3y See Journal officiel de la C.E.C.A., January 28, 1957.
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under Decision No.16/58 !) concerning purchases made in
September 1958 and authorized by Decision No.17/58. 2) De-
liveries of scrap brought into the scheme under Decision
No.2/57 continued to arrive in the Community up to Febru-
ary 1959, while shipments which were subject to price-com-
pensation under Decision No.16/58 were spread out over the
period October 1958 to March 1959 inclusive. In both cases
the last tonnages received were ship-breaking scrap, which
explains the comparatively long timelag between purchase
and delivery dates. For these tonnages, the work of checking
the applications for compensation, establishing the origin of
the scrap involved, and collecting the contribution at the
provisional rate is still in progress.

During 1959 the High Authority departments con-
tinued' their examination of the problems which had to be
solved in order to enable operations carried out in previous
years to be completed and the compensation scheme to b
wound up. In particular, these departments '

— checked whether the methods employed by the Com-
pensation Office for Imported Scrap for calcula-
ting compensation contributions over the whole
period from April 1954 to November 1958 were in
conformity with the High Authority’s decisions;

— continued to check the tonnages of purchased -scrap
declared by enterprises for compensation assessment
purposes; :

— continued to check the origin of scrap brought into
the compensation scheme between April 1, 1954 and
April 30, 1957; similar checks are in progress in res-
pect of subsequent periods. A first report on fraudu-
lent declarations made regarding the origin of scrap

Y) See Journal officiel des Communautés européennes, July 30, 1958. . :
*) See Journal officiel des Communautés europennes, September .20, 1958, .
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brought into the scheme was submitted to the Euro-
pean Parliament; ?)

— continued to collect outstanding contributions and
to recover amounts improperly paid out;

— continued to examine special cases, involving a num-
ber of enterprises, for the purpose of determining
the tonnages of scrap subject to contribution;

— carried out the calculations required to establish the
rate of the surcharge provided for in Decisions Nos.
2/57 and 16/58, and continued to examine the special
problems arising in connection with this surcharge.

This work made it possible to dispose of a large
number of problems which had arisen in connection with
‘the” implementation of the decisions instituting the price-
compensation arrangements for imported scrap. It will,
however, not be possible to draw up the final accounts and
.wind up the compensa{ion scheme until the actions pending
before the Court of Justice have been settled and the present
checking. operations have been completed.

It should be noted that the judgments delivered by
the Court on July 17, 1959, in cases Nos. 32, 33 and 42/58
upheld the concept “ Company ” employed by the High
Authority as the criterion for distinguishing between “ own
arisings ”* and “ bought scrap ”. Further, by the judgment
delivered on December 17, 1959, in case No. 14/59, the Court
“confirmed that bought scrap consumed in the production
of pig-iron for integrated cast-iron foundries should be subject
to contributions.

PIG-IRON

79..  The trend in the pig-iron market developed quite
- differently for steelmaking pig-iron on the one hand and

1) First interim report on the results of the checks carried out in connection
with certain fraudulent operations in the scrap market; High Author-
ity Document No. 8192/59 of December 21, 1959.
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foundry pig-iron on the other. Community production is
made up of 92% steelmaking pig-iron and 8%, foundry pig.
Most of the steelmaking pig-iron is consumed by integrated
steelworks, but 809, of foundry pig is sold on a commercial
basis, representing nine-tenths of the pig-iron trade. Steel-
making pig-iron shared in the recovery of iron and steel pro-
duction, while the market for pig-iron continued to labour
under structural difficulties in spite of certain improvements.
Cast-iron foundries did not increase their pig-iron consump-
tion at the same rate as did steel production.

At the end of 1958, Community schedule prices for
both foundry and steelmaking pig-iron differed by 30 to 50%
from those quoted by third countries. The highest schedule
prices were, however, charged only in very few cases, since
sales were nearly always effected by alignment with other
Community schedules or with third-country prices. In general,
Community producers brought down their schedule prices at
the beginning or middle of 1959, inter alia by granting fidelity
rebates, but the majority of the Belgian and all the Nether-
lands producers kept to their high schedules (see Graph No.
6). !) At the same time, world market prices rose slightly,
so that the difference between these and Community schedule
prices was only 10-259%,. Nevertheless, this difference obliged
Community producers to continue aligning their prices
with those quoted by third countries : in 1959, about 20%, of
total sales within the Community were effected on this basis.
In 1958 the proportion was 7-4%,.

This policy of price alignment enabled Community
producers to consolidate their position in the market and to
compete effectively with imports, which amounted to 530 000
metric tons for the first nine months of 1959 as against 460 000
for the same period of 1958. At the same time, Community
producers were able to step up their sales in the export markets
(230 000 metric tons for the first nine months of 1959 as

1) See Statistical Annex, Table 30.
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against 140 000 for the same period of 1958), ) their principal
competitors being the Eastern European countries and the
United Kingdom. Third-country competition was thus reflect-
ed more in the prices than in the tonnages sold.

The Community’s internal trade in pig-tron increased
slightly from the first six months of 1958 to the same “period
of 1959. Deliveries from Germany (Fed.Rap.) and Belgium
to other Community countries showed a noticeable i increase,
while those from other countries declined. 2}

Pig-iron stocks had nearly doubled between the end of
1956 and the end of 1958, when they stood at 1-8 million
metric tons. At the end of 1959 they fell to slightly below
1-6 million, the reduction chiefly affecting stocks of steelmak-
lng plg-lron

_ Pig-iron production for the whole year amounted to
46-7 million metric tons 3), representing an 889, utilization of
available capacity. The maximum rate recorded for the Com-
munity as a whole during the boom years 1955-1957 was
96%. The pig-iron steel production ratio went down from
750 kg. of pig-iron per metric ton of steel in 1958 to 739 kg
in 1959. In 1958 the rate of utilization of pig-iron production
capacity had been higher than that for steel production.

The ratio between pig-iron production and steel-
making capacity went up from 731 kg. of pig-iron per metric
ton of steel in 1958 to 744 kg. in 1959. This improvement
is due to investment projects completed since 1955, and re-
verses the trend towards a reduction of the pig-iron steel ratio
which had been observable since 1952 and had been the cause
of a serious shortage of ferrous matter for steelmaking, which
had to be made good with expensive imported scrap totalling
13 million metric tons between 1955 and 1958.

1) See Statistical Annex, Table 31.
) See Statistical Annex, Table 32.
3} See Statistical Annex, Table 33.
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STEEL

80. 1958 was a year of recession for the Community’s
iron and steel industry .This was mainly due to the rundown
of consumers’ stocks, since real consumption had continued to
rise. The rundown lasted until the middle of 1959, but the
expansion in order-books from ‘the early spring onwards
brought about a strong upturn in production as from the
second quarter. A rapid recovery in production helps to restore
the balance of the steel market, as it enables consumers to
replenish their stocks promptly. It also obviates the swelling
of order-books with orders placed merely for the sake of
making sure of supplies. Production in 1959 reached 63:1
million metric tons, rising in the fourth quarter at a rate
corresponding to 70 million metric tons per annum. The
highest level previously attained was that for 1957, 59-8
million metric tons.

In 1959, orders for rolled steel products from Commu-
nity countries were 16%, above the record 1957 level, while
those from third countries were 20% above the 1956 record.
Together these orders amounted to 50-5 million metric tons
of rolled steel as against deliveries of 46-1 million metric tons.
Orders in hand increased by about 4-5 million metric tons,
so that by the end of the year they represented nearly three
months’ deliveries which can be considered normal. *) How-
ever, as conditions vary considerably according to the products
concerned, this average does not give an accurate picture
of the state of the market. Delivery dates were much longer
for certain products, particularly for sheet, whereas plate
and heavy sections were less in demand.

Endeavours should be made to prevent deliberate
overloading of order-books, since they ‘tend to swell in any case
as delivery dates lengthen, i.e. before new orders come in,
inducing consumers to increase their stocks in proportion to

1) For further details, see Statistical Annex, Tables 34 and 35,

éa
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GRAPH 7
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the lengthened delivery dates (see Graph No. 7); this surplus
of orders is then absorbed during a period of recession when
production runs well below capacity. Fluctuations of this
kind are a burden on the iron and steel industry, and within
the overall cycle the customers do not enjoy the best average
prices.

At the end of 1959, the market for certain products
began to harden, but the expected increase in capacity should
provide sufficient steel during the coming boom to cover
requirements. Supplies should be more than adequate cven
in the face of a substantial rise in industrial production and
of exports higher than the record figure for 1959, since pro-
duction potential is approaching 73-5 million metric tons,
the upper limit set by the General Objectives. It is therefore
essential that consumers should not upset the balance of the
market by placing excessive or duplicate orders, and also that
the iron and steel industry should fix reasonable delivery
dates and keep to them, so as to avoid causing anxiety to con-
sumers. :

81. Apart from Italy, all the Community countries achieved
a production record in 1959. Variations in the operatingrate
as between different Community iron and steel works disap-
peared gradually in the course of the year, but their average
over the whole year remained fairly high. The best operating
rates were achieved in France, the Saar, Luxembourg and

the Netherlands. The Community is still the second biggest

producer in the world market. The fastest rate of increase was
that of the Eastern countries (see Graphs Nos. 8 and 9) 1,
but the Community still accounts for approximately one
fifth of world productions.

The proportion of steels made mainly from pig-iron-basic
Bessemer and the new L/D, Rotor and Caldo processes — is
overtaking that of open-hearth steel, while that of electric—
furnace steel still continues to rise, largely for technical

1y See Statistical Annex, Table 37.
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GRAPH 8
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GRAPH 9.
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reasons. Production of high-carbon and special steels also
recovered although some way behind ordinary steels; it rose
sharply at the end of the year when it was 7% up on 1958.
During the recession, the production of heavy products (i.e.
plate and sections), declined while that of light products
(.. sheet, wire-rod and even, to a much lesser degree, mer-
chant bars) continued to rise. 1)

82. Trade in steel products between Community countries (during
the first six months of 1959) went up 12%, above the figures for
the same period in 1958. The greatest increase occurred in
deliveries to Germany and Italy. Deliveries from France
(including the Saar) rose by 60%, while purchases dropped
by one half. 2)

Price movements undoubtedly affected the trend in trade
The French iron steel industry worked at a higher operating
rate in 1959 than its counterparts in the Federal Republic of
Germany (exclusive of the Saar), Belgium and Italy, while
the Saar and Luxembourg iron and steel industries, which
aligned a large proportion of their sales with French- Pprices,
operated at much the same rate as those in France. 3

In the present boom conditions delivery datestendto -
matter more than prices, so that the trade currents established
during periods when business was slack may be altered con-
siderably. The degree of interpenetration of orders within
the Common Market exceeded 20% in March, April and May,
fell during the summer and rose again at the end of the year
when the boom was in full swing. Over the five years 1953-
1958 the degree of interpenetration varied between a minimum
of 14-59%, in 1956 and a maximum of 16-39%, in 1954,

As regards individual products, only the trade in
heavy sections and plate declined. The greatest increase was

1) See Statistical Annex, Tables 38 to 40.
%) See Statistical Annex, Table 41,
) See Statistical Annex, Table 36.
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that for sheet, trade in which rose from 900 000 metric tons
in 1958 to 1-6 million-in 1959. ) :

83. The Community's external trade 2) in steel products
shows imports stabilized at about one million metric tons
for 1959, i.e. the same as for 1958, and exports up by 10% to
approximately 10:5 million metric tons. '

Exports of semis stayed at a relatively high level,
over one million metric tons, while imports dropped from
950 000 to 200 000 metric tons. Exports of heavy sections,
merchant bars and hoop and strip, which had declined in
1958 rose above their 1957 level in 1959. Plate exports fell
off slightly, while exports of sheet continued to rise.

Expressed in crude-steel equivalent, net exports
amounted to 12-5 million metric tons, or 25%, of the upper
limit of requirements set for net exports in 1960 in the General
Objectives. Exports to the United States rose steeply from
490 000 metric tons in the first nine months of 1958 to 1-43
million in the same period of 1959, and exports to Eastern
Europe also increased.

The threat of a strike in the United States helped to
speed up the recovery of the Community steel market, but
the present high level of activity is in no way connected with
the strike. The current volume of production is amply jus-
tified by economic expansion within the Community and
by the requirements of export markets other than the United
States. :

84. The first effect of the economic recovery on’ prices
was to restrict the practice, which was widespread during
the recession, of aligning quotations with the lowest prices
(French, third-country and some Belgian prices). Secondly,
in these countries (Belgium, Italy, Luxembourg and the

1) See Statistical Annex, Table 24.
%) See Statistical Annex, Tables 43 to 47.
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Netherlands) which had lowered their schedule prices, a
hardening of these prices set in, partly or completely can-
celling out the earlier reductions according to the state of
the market for each product. The previous disparities between
the different schedule prices ruling within certain countries -
are thus being levelled out. On the other hand, price dispa-
rities between different countries have increased because
French prices have not been changed since they were put
up in January 1959 following the monetary measures of
December 1958, \

In comparison with the situation prevailing in May
1953, when the Common Market was introduced, the average
basis dollar prices for the different products went up 79, in
Germany, 13%, in Belgium and 12% in Luxembourg for
basic Bessemer steel. In France they dropped 7Y%, although
the same basis prices expressed in French francs showed a rise of
31%. For open-hearth steel, average prices rose by 139% in
Germany, 109, in Belgium and 15% in the Netherlands;
they fell 4%, in France (French-franc rise 35%) and 29, in
Italy. For the Community as a whole, on the basis of each
country’s share in Community production for each product,
dollar prices went up by 3%, both for basic Bessemer and for
open-hearth and the prices in national currencies by about
129%,. 1)

It should be noted that the increase in the prices
actually charged is less than the above percentages would
indicate, since extras generally went up less sharply than the
basis prices. Moreover, when business is average or slack
prices are reduced by the practice of alignment, which always
operates in a downward direction.

In Germany prices for sheet came down, chiefly as
the results of very considerable reductions in the extras for
gauge and width made possible by the substantially lowered
costs resulting from the use of hot wide-strip mills. This is
especially important from the point of view of the develop-

1) See Statistical Annex, Tables 49 and 50.
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GRAPH 10
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ment of the price structure in the Community, since it shows
the beginnings of a relative weakening in Community prices
for flat products, a trend which would seem justified if we
consider developments in the United States.

85. Alignments with  third-country prices, restricted even
during the recession to specific products such as tinplate,
coils and car-body sheet, became still fewer in number during
the year. Schedule prices for tinplate declined in Germany,
and alignments with third-country quotations for this product
practically ceased, except in the Benelux countries, Study of
the trend in average schedule prices in dollars over the last
seven years (see Graph No. 10), shows that it worked out to
the advantage of the Community, since prices there rose much
less than in the United Kingdom and the United States.
Altough Community steel started from 2 higher price-
level, it is today appreciably cheaper than British and Ameri-
can steel. Parity is found only between the Community price
for open-hearth steel and the United Kingdom -price for
basic steel. 1) -

If we consider the prices for individual products
instead of average prices, we find that except for the Italian
schedules, Community prices are lower than British and Ame-
rican for all products except plate and sheet, for which they
are higher. Even for the latter French prices are now lower
than American prices, while reductions introduced in Ger-
many are moving in the same direction 2).

86. Export prices are now no longer based on the Brussels
Agreement and are all market prices. The economic recovery
and the strong export demand have caused prices to harden,
but on average they are still lower than they were in 1957,
The biggest increase occurred in the prices for sheet and wire-
rod as a result of very heavy demand 3),

1) See Statistical Annex, Table 48,
%) See Statistical Annex, Table 49,
*) See Statistical Annex, Tables 51 and 52.
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It is difficult to compare Community with British or
American prices now that the system of agreed Brussels Agree-
ment prices has been discontinued, since no information is
available regarding the prices actually charged in the United
Kingdom and United States. As will be seen in the Annex ?)
day-by-day market prices deviated considerably in the past
from the agreed prices. On the whole, however, it can be
said that the position of the Community as a competitor in
third-country markets has been steadily strengthened since
the Common Market was introduced. Neither British nor
American competition seriously hampered the Community
in the development of its export trade during the recession; the
biggest competitor in some markets was perhaps Japan. It
seems clear that sections are the product for which the Com-
munity can quote the lowest prices (as it can in the internal
market), but plate has been added, and the Community’s posi-
tion is advantageous even for sheet; since 1957 the agreed
export prices of the Community had been below the agreed
American prices. 2)

Even during a period in which all the big producers
in the free market were working below capacity, the Com-
munity was able to hold its own (supplying about one half
of world exports) in the world steel market, at prices which in
the long term work out no higher than its internal ones. This
is a demonstration of the Community’s competitive capacity.

1) See Statistical Annex, Table 50.
3) See Statistical Annex, Table 51.
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CHAPTER FIVE

IMPLEMENTATION OF THE RULES
OF THE COMMON MARKET

Section 1 — Rules on Pricing

87. Price alignmenis in the coal market. — The enterprises
of the coalmining industry are entitled to align their prices
with those for Community coal under Decision No. 3/58 1),
and with those for third-country coal under the last para-
graph of Article 60 of the Treaty.

There are no restrictions on alignment with third-
country quotations so long as it is not carried to excess.
Alignment with the prices of Community coal is subject to
certain conditions laid down with a view to preserving market
transparency : the rule is that sales at prices aligned with
those of other Community collieries may not exceed

- (a) in all, 20% of the tonnage sold during the preceding
coal year;

(b) in the sales area in question, the amount of the
tonnage sold during the preceding coal year.

In number of cases the High Authority availed itself
of the arrangements provided for in Article 3, 4 of Decision
No. 3/58, raising this ceiling for certain enterprises-and selling
agencies upon receiving a reasoned application to this effect.

Enterprises are required to notify the High Authority
at regular intervals as to the nature and extent of their price
alignments. The returns indicate that they are becoming

1) See Journal officiel de la Communauté, March 29, 1958.
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increasingly ready to make use of the opportunities offered
by the practice. Although the scope for the application of
the last paragraph of Article 60 is limited as a result of the
action taken by the various member Governments to stem
the flow of coal imports, enterprises in some coalfields have
since the beginning of 1959 been tending to align their prices
with those of third-country rather than of Community coal.
This was done, in particular, by the German collieries in
their major transactions in connection with the commutation
of coal import contracts, which may be regarded as retro-
spective alignments.

By its Decision No. 27/59 1), the High Authority
extended the possibilities for alignment with prices for Com-
munity coal, by appending some additional ‘provisions. to
Article 5, 3 of Decision No. 3/58. The Article had previously
made it unlawful to calculate the delivered price of the
competitor enterprise assuming the consignment to have
been transported by road, and to align prices in respect of
deliveries by lorry. It subsequently transpired that this restric-
tion was handicapping certain enterprises in the marketing
of their production : in some areas transport conditions are
such that purchasers are obliged to make use of road-haulage
facilities, so that in certain cases the restriction was interfering
with traditional flows of supply. Accordingly, the High
Authority made provision, in Decision No. 27/59, for certain
exemptions from the rules regarding road haulage; since then
it has upon application by the enterprises concerned author-
ized such exemptions where these were found to be Jjustified.

The total tonnage sold at aligned prices is not so
far very considerable. The 209, limit laid down for alignments
with Community prices has not been reached even for total
alignments, i.e. both with Community and with third-country
prices.

1) See Journal officiel des Communautés européennes, May 12, 1959.
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88. Application for the High Authority fo make use of its powers
in respect of gas coke. — In December 1958, the Comitato
Produttori Coke asked the High Authority to implement in
respect of gas coke the provisions contained in item 3 of
Annex I to the Treaty. These state that “ with regard to
gas coke ... the High Authority will use its powers only as
far as may be made necessary by any appreciable disturbances
which these products might cause in the market for fuels
generally . The request was supported in February 1959
by a communication from the Italian Minister of Industry
and Commerce.

The High Authority investigated the matter but con-
cluded that no * appreciable disturbances ”* had occurred in
the Community fuel market as regards either the amounts
of gas coke delivered to Italy or the pricing methods employed.
In particular, it found no substance in the Comitato Pro-
duttori Coke’s complaint that a number of Community gas-
works had been resorting to discriminatory or unfair practices
in connection with their sales. to Italy.

It therefore replied that it had no power to intervene
under Annex I, item 3. The Comitato Produttori Coke and
the enterprises represented on it thereupon in July 1959
lodged an appeal with the Court of Justice.

89. Price alignments in the steel market. — Upon the expiry
(on February 10, 1958) of the transition period, during which
price alignments in the Italian steel market had been for-
bidden, the Italian iron and steel industry applied for their
restriction or prohibition under Article 60, 2, & of the Treaty,
with special reference to differences in the methods of quo-
tation employed for a product and those employed for the
raw materials used in its manufacture 1

To enable it to follow ahgnments in the [Italian
market, the High Authority then issued a decision requiring

Yy See Seventh General Report, No. 105.



184 EUROPEAN COAL AND STEEL COMMUNITY

iron and steel enterprises in other Community countries to
declare to it all sales to buyers in Italy in respect of which
they aligned their prices with lower delivered prices quoted
by other Community enterprises. 1)

It was not considered desirable to renew this decision,
as sales at aligned prices by the other Community countries
in the Italian market were not on a sufficient scale — even
during the period under review, when business was in general
poor and alignment was being very extensively practised all
over the Community — to make it necessary to limit them.

90. Recommandation to the French Government concerning steel
prices. — Following the French Government’s monetary meas-
ures in 1957, French prices, though rising somewhat in
actual francs, became the lowest in the Community. Further
monetary action taken in 1958 sharply increased the difference,
in spite of similar rises in the franc prices in January 1959.

The High Authority considered this position to call
for the implementation of Article 67 of the Treaty, the French
Government’s measures being “liable to provoke a serious
disequilibrium by substantially increasing differences in costs
of production otherwise than through variations in produc-
tivity *’. , -

On March 11, 1959, therefore, it addressed to the
French Government a recommendation under Article 67,
2, 3 of the Treaty. %)

The injurious effects for the iron and steel enterprises
of the other member countries were temporarily reduced by
the vigorous revival in demand in the steel market from the
spring of 1959 onwards. The problem, however, remained,
and talks were continued with the French Government with
the aim of reaching a settlement.

1) See Decision No. 6/58, Journal officiel des Communautés européennes, June
11, 1958.
*) See Journal officiel des Communautés européennes, March 23, 1950.
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Section 2 — Cartels and Concentrations

91. During the period under review, the High Authority
took a number of decisions concerning cartels and concen-
trations. The most important of these are dealt with in detail
in the pages following. o : '

In the course of the next few months, the new High
Authority will have to issue its verdict on several matters of
major importance. These include the selling arrangements for
Ruhr coal and Belgian coal, and the proposed acquisition
by August Thyssen-Hiitte A.G. of a controlling interest -in
Phoenix-Rheinrohr A.G. and by the Dortmund-Hbérder-
Hiittenunion A.G. of a controling interest in Hiittenwerk
- Siegerland A.G.; in -addition, further talks are going on
with the French Government concerning the French regu-
lations governing imports of Community coal. The High Au-
thority can in this Report only outline the latest develop-
ments in these matters, nothing final having as yet emerged.
When decisions are reached,  they. will be notified forth-
with to the European Parliament and to the Parliamentary
Committees concerned. :

CARTELS
Selling and buying agencies
Ruhr coal-selling agencies

92. (a) Present position — Acting on the principles describ-
ed in the Seventh General Report *), the High Authority by
its Decision No. 17/59 ?) extended.its authorization of the
existing system ' ‘
— up to March 31, 1960, with the possibility of a
further one year’s grace, for the three selling agencies
" themselves; ' o

1y See Seventh General Report, No. 112.
%). Sec Journal officiel des Communautés européennes, March 7, 1959.
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— up to March 31, 1960, and no longer, for the joint
office, the standards committee and the various inter-
agency financial arrangements.

An application for the authorization of a new Jjoint-
selling system for Ruhr coal was submitted to the High
Authority in December 1959, and is now under examination,

(b) Operation of the Rukr coal-selling agencies — Certain
aspects of the operation of the Ruhr coal-selling agencies
were studied on the spot by representatives of the High
Authority. Their findings on a number of points from part of
the file now in the High Authority’s hands, and are therefore
not included in this Report.

Relations with the trade — The High'Authority’s Deci-
sions Nos. 17/59 and 36/59 !) very drastically amended the
agencies’ trading regulations with effect from April 1, 1959.

These contain all the agreed conditions entitling the
agencies to supply consumers and dealers direct. Up to
March 31, 1959, the system was that, to buy direct from the
agencies,

— consumers must be able to show a minimum con-
sumption of 30,000 metric tons of fuel per annum;

— dealers must be able to show

(1) 2 minimum turnover of 60,000 metric tons of fuel
per annum obtained from Community sources and
sold within the Common Market,

(2) a2 minimum turnover of 30,000 metric tons of fuel
per annum obtained from Community sources and
sold within a particular sales area, and

(3) 2 minimum turnover of 9,000 metric tons of fuel
per annum obtained from the selling agency and sold
within the same sales area.

1) See Fournal officiel des Communautés européennes, March 7 and July 8, 1959,
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Direct procurement by wholesalers from the selling
agencies was subsequently made easier by the concessions that

— firstly, tonnages bought by dealers under a Landabsatz
arrangement (direct local sales not by the agency
but by the mining companies belonging to it) might
be included in the turnover figure specified under
(3) above; '

— secondly, direct-buying wholesalers in Rhur coal
sales areas I, II, III, V and VI might also buy
direct in the adjacent sales area provided they could
show that they had during the previous twelve months
sold in that area not less than 2,000 metric tons of
fuel obtained from the agency.

Considering, however, that even these relaxed cri-
teria were more restrictive than was necessary to the purpose
of joint selling, namely improved distribution, the High
Authority amended the trading regulations as follows with
effect from April 1, 1959 :

— minimum turnover (1) was no longer insisted upon;

— minimum turnover (2) was reduced to 20,000 metric
tons,;

— minimum turnover (3) was reduced to 6,000 metric
tons.

Appeals were lodged with the Court against these
decisions by the selling agencies and by a coal wholesale
enterprise; the agencies asked that the amendments to the
trading regulations be declared null and void, while the
wholesale firm asked the Court to invalidate the stipulations
as to minimum tonnages, and also to find that wholesalers
who had obtained their procurements direct before the deci-
sion was ever issued should continue to be entitled to do so.

Long-term delivery contracts. — The arrangements intro-
duced the previous year with regard to the conclusion of
long-term delivery contracts by the Ruhr coal-selling agencies
were also retained, by the High Authority’s Decision No.
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17/59, for the transition period up to March 31, 1960 ). The
new authorization allowed the agencies more freedom of
action for the conclusion of such contracts, by extending the
maximum length of these from five to ten years.

The agencies’ periodic returns to the High Authority
of long-term contracts entered into indicate that so far these
are not on a scale liable in the future to endanger the regular
flow of supplies to the Common Market.

Cobechar

93. ‘By Decision No. 30/56, as amended by Decision
No. 27/57 #), the High Authority authorized the Belgian
collieries to sell part of their production through the Comptoir
Belge des Charbons (Cobechar).

In December 1958, it informed Cobechar of its
intention further to amend its previous authorizations. High
Authority representatives and the directors of Cobechar met
in Brussels to discuss the structural changes made in the orga-
nization of the agency and to examine whether its sales
policy was in line with the requirements of the Treaty. On
February 9, 1959, Cobechar applied for the authorization
of fresh financial arrangements; owing to certain organiza-
tional measures which the Belgian collieries were about to
take, however, it subsequently withdrew its application and
asked for time to submit another. When the period granted
ran out and no application had been received, a High
Authority representative was sent, in accordance with Article
14 of Decision No. 30/56, to investigate matters on the spot,
before determining whether the authorization mlght be
renewed.

‘1) See Seventh General Report', No. 112, ¢, and Decision No. 17/59, ( Fournal
officiel des Commimnautés européennes, March 7, 1959).

'2) See Official Gazette of the Community, October 18, 1956 and’ ]oumal
. officiel de la Communauté, December 27, 1957.
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A number of conversations between High Authority
and Cobechar representatives followed, but on November
16 the High Authority was informed that the discussions by
the board of management of Cobechar in connection with
the projected reorganization of the joint-selling system had
produced no result.

The colliéries selling through Cobechar meantime
decided to extend the Articles of Association of the agency
up to January 31, 1960. Cobechar will therefore continue to
operate until that date. '

During 1959 th.e'following three collieries withdrew
from Cobechar : '

1. the Charbonnages Limbourg-Meuse,
2. the Charbonnages de Helchteren et Zolder,

3. the Société Anonyme des Charbonnages de Bee-
ringen.

"The Charbonnages Réunis de Roton-Farciennes et
Oignies-Aiseau withdrew from Cobechar on January 1, 1960.

Saarlor

94.  Saarlor — The Union Charbonniére Sarro-Lorraine,
or Saar-Lothringische Kohlenunion, France-German joint-
stock company of Saarbriicken and Strasbourg — was set
up under Article 84, 1 of the Agreement on the Status of the
Saar concluded on October 27, 1956, between the French
Republic and the Federal Republic of Germany, to carry on
the work of the former Union Charbonniére Sarro-Lorraine
known as Unichar. '

Before the Saar Agreement was signed, the French and
German Governments communicated to the High Authority
the text of the provisions in the draft Agreement relating to
coal. The High Authority replied on October 24, 1956, 1)

1y See. Official Gazette of the Cammunity,‘Novcmber 23, 1956.
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giving its observations as to the interpretation and imple-
mentation of the articles in question. At the same time, with
reference to Annex 29 to the Agreement, which provided for
the setting-up of a joint-selling agency, the High Authority
reminded the two Governments that this would require its
authorization under Article 65 of the Coal and Steel Treaty.
It further pointed out that the distribution of the capital of
the new organization should result in a majority holding for
the producers concerned.

At the end of 1957 and beginning of 1958 the High
Authority requested the Saarbergwerke A.G. at Saarbriicken
and the Houilleres du Bassin de Lorraine at Merlebach to
submit to it in due course the final draft of the articles of
association of the new agency, to enable it to initiate the
authorization procedure laid down in Article 65.

The articles of association, which were duly received
in June 1958, satisfied the High Authority as to the distribu-
tion of the capital. No particulars were given, however, either
of the tonnages to be sold jointly or of the geographical
boundaries of the area to be covered by the new agency.
To avoid serious interference with the marketing of Saar and
Lorraine coal, and pending the institution of final rules and
regulations for Saarlor’s activities, the High Authority in
January 1959 decided to grant a provisional authorization. 1)

This is later extended up to December 31, 1961,
after examining Saarlor’s projected operations as they emerged
from a draft joint-selling agreement to be signed between the
Houilléres du Bassin de Lorraine and the Saarbergwerke A.G.
on the one hand and Saarlor on the other.

From a careful study of the articles of association of
Saarlor and of the terms of the agreement just referred to,
and from numerous discussions with the parties concerned, the

') See Decision No. 6/59, Fournal officiel des Communautés européennes,
February 11, 1959, as extended by Decision No. 37/59, Fournal officiel
des Communautés européennes, July 8, 1959,
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High Authority has been able to conclude that joint-selling
through Saarlor will not glve the Saar and Lorraine producers
the power to determine prices, to control or limit production
or distribution, or-to protect their coal from effective compe-
tition.

Joint-selling of Saar and Lorraine coal by Saarlor is
actually confined to one limited portion of the Common
Market, namely Southern Germany. In the Saar Saarlor sells
Lorraine coal only, and in France it does not operate at all;
in the remainder of the Common Market it sells Saar coal
only. Tt does, however, sell jointly in third-country markets.

Moreover, Saarlor sells at the schedule prices of the
coalfields, for and on behalf of the two mining companies,
each of which, furthermore, retains a considerable voice in
the day-to-day administration of the agency with regard to
such aspects as directly concern it individually.

Finally, having regard to the comparatively small
tonnages marketed by Saarlor in 1958 (1-87 million metric
tons of Saar coal, representing 11%, of total Saar production,
and 540,000 metric tons of Lorraine coal representing 3%
of total Lorraine production), the High Authority considers,
in view of the foregoing, that the agreement is not more
restrictive than is necessary to its purpose.

On the other hand, it considers that Saarlor is helping
to improve distribution by making it possible to take due
account of the differences in gradc between Saar and Lorraine
coal, and to select the most economic routes of transportation.
The saving in transport costs secured by selling Saar and
Lorraine coal jointly rather than separately, and the existence
of an efficient sales organization for marketing these in
Southern Germany, Switzerland and Austria, also strengthen
the competitive capacity of the producers concerned vis-d-vis
coal from other sources, and in particular from third countries.
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Oberrheinische Kohlenunion (0.X.U. )

95. Under Decision No. 19/57, of July 26, 1957 1) the
Oberrheinische Kohlenunion was transformed into an asso-
ciation of South German direct-buying wholesalers for the

purchase of Community coal, authorized to operate up to
March 31, 1959.

In order that the new association should not be
controlled by the coal producers, the ngh Authority expressly
provided in this decision

— that producers should no longer be allowed to belong
direct to O.K.U.;
Exemptions were, however, granted, initially up to
March 31, 1958, and subsequently up to July 31,
1958, *) in favour of the Saar and Lorraine producers
~-and their joint-selling agency Unichar, and of the
Société Rhénane d’Exploitation et de Manutention
(Sorema);

— that a majority both of the sharcs and of the votes
in O.K.U. should be held by the non—producer—
- controlled ” wholesalers.

To ensure normal play of competition, unrestricted by
agreements between producer-controlled inland water-trans-
port enterprises, the High Authority included in its decision
of authorization certain special provisions relatmg to ship-
ments of coal up the Rhine.

Investigations by the High Authonty last year into
the activities of O.K.U. ?) revealed a number of shortcomings
regarding both the procedure employed in purchasing coal
and the continued operation of O.K.U. excluswely as a
buymg agency ’

. 1) See ]oumal qﬁ’iciel de la Communauté, August 10, 1957,
%) See Decision No. 4/58, Fournal officiel de la Communauté, April 14, 1958.
3) See Seventh General Report, No. 113.
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Above all, the Saar and Lorraine producers and
Unichar?) could not be shown to have withdrawn from O.K.U.
as they were required to do. Moreover, in consequence of
various circumstances, certain producers were exerting an
influence on O.K.U. through the coal wholesale firms con-
trolled by them. In this connection the High Authority noted
in particular that the criteria adopted by O.K.U. for distin-
guishing independent from producer-controlled dealers were
not in conformity with the terms of Decision No. 24/54. %)
The distribution of the shares and of the votes at the meeting
of the shareholders and on the advisory board of O.K.U,,
although based on the criteria laid down in that decision,
was not in conformity with the terms of the High Authority’s
authorization granted by its Decision No. 19/57. The High
Authority also found that representatives of producers in the
Aachen, Lorraine, Ruhr and Saar coalfields had attended
meetings of the advisory board of O.K.U.

O.K.U. applied on January 20, 1959, for a three-year
extension of its authorization to buy jointly, i.e. up to March
31, 1962. Decision No. 23/59, %) however, granted an extension
only up to May 31, 1959, and made the full extension up
to 1962 conditional upon O.K.U.’s complying fully with the
terms of the High Authority’s earlier decisions.

By a further decision issued on May 27, 1959, 4) the
High Authority authorized O.K.U. to continue in operation
up to March 31, 1962, at the same time making sure that
0O.K.U. should operate as a joint-buying agency and nothing
else, and should be completely independent of the coal-
producers. ‘

Thus, after having ascertained

— that the Saarbergwerke, of Saarbriicken, the Houil-
léres du Bassin de Lorraine, of Merlebach, and the

1) See Fournal officiel de la Communauté, April 14, 1958
*) See Journal officiel de la Communauté, May 11, 1954.
3} See Journal officiel des Communautés europdennes, April 3, 1959.
4) See Journal officiel des Communautés européennes, June 9, 1958.
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Union Charbonniére Rhénane, of Strasbourg, had
duly withdrawn from O.K.U.

that the shareholders’ meeting of O.K.U. had re-
solved that as from April 1, 1959, a fresh share-
distribution schedule be adopted whereby a majority
of the shares, and hence also a majority of the votes,
should go to “ non-producer-controlled > wholesalers
within the meaning of Decision No. 24/54;

that shareholders’ meeting of O.K.U. had resolved
that the articles of association be amended and sup-
plemented in such a way as also to ensure a majority
on the advisory board for the non-producer-con-
trolled wholesalers,

the High Authority

excluded wholesalers in France !) from membership

of O.K.U., as not fulfilling the requirements for

admission

authorized the Sociét¢ Rhénane d’Exploitation et de
Manutention {(Sorema), as representing the interests
of French dealers obtaining part of their supplies via
the Upper Rhine, to remain a member of O.K.U.
up to March 31, 1960;

explicitly stated that non-members of the advisory
board of O.K.U. who could be regarded as repre-
senting the producers, the selling agencies or produ-
cer-controlled trading companies, were not entitled
to attend meetings of the board;

gave O.K.U. up to July 31, 1959, to submit to it
the articles of association amended in conformity
with the requirements of the new authorization.

) See Annex 2 to Decision No. 19/57, Journal officiel de la Communauté,
August 10, 1957.
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The amended articles were duly submitted, and are
now under examination by the appropriate departments of
the High Authority.

Other organisations

96. A.T.I.C. — The High Authority on December 18,
1957, issued a reasoned decision declaring the French official
regulations governing purchases of coal from other Community
countries to be incompatible with the Treaty. The French
Government thereupon lodged an appeal, which is still pend-
ing before the Court.

The written proceedings were completed by the
beginning of 1959. Just when the Court was about to open
the hearing, the parties by mutual consent asked the Court to
adjourn this in order that they might resume discussions
with a view to arriving at an amicable settlement.

To this end talks took place in July between a repre-
sentative of the French Government and Members of the
High Authority, but it proved impossible to bring these to
a conclusion before the installation of the new High Authority.
In response to the latter’s request, the French Government
has just stated its willingness to resume the discussions, and
has appointed its representative for the purpose..

97. Notgemeinschaft Deutscher Kohlenberghau — In March
1959, the High Authority received the draft articles of asso-
ciation of an organization to be set up jointly by the German
coal producers. The object of this scheme was to enable the
German collieries, with the help of substantial credits guarant-
eed by the Federal Government, to co-ordinate the large
financial contributions needed for the commutation of the
contracts for the importation of American coal, and to deploy
the proceeds effectively..

From a study of the draft articles of association, and
of additional details obtained from the Federal Government
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and the German coalmining industry, the High Authority
formed the conclusion that the organization, the Notgemein-
schaft Deutscher Kohlenbergbau, was compatible with the
provisions of the Coal and Steel Treaty.

The Notgemeinschaft was instituted to bear the
expense involved by the commutation of the import contracts
for American coal 1). Its operations are being financed by
recourse to credits made available by banks. The Notgemein-
schaft then allocates these funds to the different enterprises and
selling agencies in accordance with the same schedule as is
used for the contributions under the workers’ housing schemes;
repayment will be effected by the same method.

The High Authority nevertheless thought it necessary
to indicate to all those concerned the limits imposed on the
activities of the Notgemeinschaft by the terms of the Coal
and Steel Treaty. It therefore stated that the following meas-
ures and practices were prohibited under Article 65 of the
Treaty :

— any action by the Notgemeinschaft to influence the
negotiations in progress with consumers and dealers
for the commutation of import contracts for third-
country coal;

— agreements between enterprises belonging to the
Notgemeinschaft, or the selling agencies of such
enterprises,

a) to subdivide importers, dealers or consumers,
or the import contracts to be commuted on a
regional basis, or

6) to assess the various parties concerned for com-
mutation disbursements in an inequitable manner;

— any other measures liable to restrict competition
among the different selling agencies;

1} See No. 10 above.
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— repayment of credits by collieries not themselves
enabled by the commutation of the contracts to
market corresponding tonnages of their own;

— agreements to transfer credits from collieries belonging
to one coalfield or selling agency to collieries belonging
to another (since such agreements may come under
Articles 53, and 65 of the Treaty and hence require
prior examination by the High Authority).

CONCENTRATIONS

During 1959 the High Authority dealt with the
following concentration projects.

Horizontal concentrations
(a) CoalfCoal

98. Deutsche Erdil A.G.|Rheinpreussen. — Deutsche Erdol
A.G. (D.E.A)), of Hamburg, with the authorization of the
High Authority, acquired a majority holding in Rheinpreussen
A.G. fir Bergbau und Chemie, of Homburg, Niederrhein.

Before examining the application for its authorization,
the High Authority took steps to establish whether the
operation planned was likely to result in an indirect concen-
tration between D.E.A. and the controlling shareholders in
Rheinpreussen. D.E.A.’s acquisition of the majority holding
was, however, made subject to the condition that no sharehol-
der or group of shareholders in Rheinpreussen should acquire
an interest of more than 5 or 6%, in D.E.A.

Moreover, from a careful study of the effects of the
D.E.A.-Rheinpreussen concentration the High Authority con-
cluded that the project was the basic element for a joint
rationalization scheme (which is especially desirable in the
present difficult situation of the coalmining industry), the
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activities of the two enterprises being to a great extent
parallel and complementary.

Deutsche Erdél is mainly concerned with the pro-
duction, distribution and processing of petroleum products,
but it also has coalmining interests: in 1958, through its
subsidiary the Graf Bismarck colliery, it produced over
2-7 million metric tons of hard coal and over 150 000 metric
tons of coke.

Coalmining is, on the other hand, the principal
activity of Rheinpreussen and of Bergbauindustrie A. G.
Neumiihl, wich is controlled by Rheinpreussen : hard-coal
production by this group in 1958 totalled almost 5 mil-
lion metric tons, and coke production close on 16 million.
In addition, however, the group does coal and petro-
leum-chemical work, and operates an extensive oil-distri-
bution network.

The production of the two groups in the coal sector
is mutually complementary, Rheinpreussen mining mainly
bituminous coal and D.E.A. practically nothing but long-
flame and gas coal. The concentration will at the same time
facilitate the large-scale investment which is always needed
in connection with the chemical conversion of coal and oil,
and will make it possible to plan the production schedules
of the two groups on a co-ordinated basis.

The concentration of these two enterprises may be
expected to improve their division of labour, and enable them
to adapt themselves more satisfactorily to the structural
development of the energy market without thereby contra-
vening the provisions of the Coal and Steel Treaty.

The production of the two together amounts to
approximately 7-7 million metric tons of hard coal and
1-7 million metric tons of coke, or 3-1 and 2:39%, respectively
of total Community production.
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98. La Louvitre] Mariemont[Ressaix. — The High Authority
authorized the concentration of the following Belgian collie-
ries :

— the Société Anonyme des Charbonnages de la Lou-
viere-Sart-Longchamps, of Saint-Vaast (La Louviére);

— the Société Anonyme des Charbonnages de Marie-
mont-Bascoup, of Mariemont;

— the Société Anonyme des Charbonnages de Ressaix-
Leval-Peronnes-Sainte-Aldegonde et Genck, of Res-
. saix.

The three companies amalgamated to form the
Société Anonyme des Charbonnages du Centre, henceforth
to be responsible for the workings of all three. The object of
this operation, which forms part of the reorganization pro-
gramme for the Central Belgian coalfield, is to make for
rationalization of investment, more economic subdivision of
the deposits, and most effective concentration of the surface

installations.
A

The aggregate production capacity of the three
collieries at the time of the concentration amounted to
1-8 million metric tons. This is to be progressively scaled
down to approximately 1-2 million.

(b) Steel[steel

"100. Two major concentration projects are now being
examined by the High Authority, namely the proposed
acquisition by August Thyssen-Hiitte A.G. of a controlling
interest in Phcenix-Rheinrohr A.G. and by the Dortmund-
Horder Hiittenunion A.G. of a controlling interest in the
Hiittenwerke Siegerland A.G.

(c) Coal trade[coal trade

101, Société Commerciale d’ Affrétement et de Commission| Comptlotr
des Combustibles d’Alsace et Lorraine. — The High Authority
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authorized a concentration between the Société Commerciale
d’Affrétement et de Commission and the Comptoir des
Combustibles d’Alsace et Lorraine. The group so formed
operates over a wide field in the French coal trade.

This is in line with the aims and objects of the High
Authority, which considers, with the French Government,
that what is needed in the French market is that the dealers
should be in a strong position, able to withstand competition
in the Common Market and helping by their presence to
change the part at present being played by A.T.I.C.

The main effect of the concentration may be seen
in the figures for sales to the retail trade : of a total of 2 million
metric tons handled by the two enterprises in question,
something like seven-eights are sold to retailers.

However, in no regional market in France is the
group in a position to control or restrict distribution or
determine prices.

This direct concentration is not such as to establish
market dominance : in most of the regional markets, with
the exception of Alsace-Lorraine, the group’s share is less
than 59, of total sales, but even in Alsace-Lorraine the effect
of the concentration on the market situation is minimal,
merely somewhat strengthening the position already held by
the Comptoir des Combustibles d’Alsace et Lorraine.

Vertical concentration

(a) Steelmaking|steel processing

102.  Richling|Erhardt und Sehmer — The Rochlingsche Eisen-
und Stahlwerke G.m.b.H., of Vélklingen, Saar, acquired a
portion of the shares of the Erhardt und Sehmer-Maschinen-
fabrik A.G., of Saarbriicken. Although the capital share in
question represented rather less than 509, participation, the
High Authority considered the operation to amount to a
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concentration, inasmuch as Réchling would effectively control
Erhardt und Sehmer in conjunction with another shareholder
holding 50% of the total shares.

This concentration is a vertical one, between a
steelproducing and a steel-consuming enterprise.

Réchling is a steel-producing enterprise within the
meaning of Article 80 of the Treaty : in 1958 it produced
1-1 million metric tons of crude steel and 770,000 metric tons
of rolled products. Erhardt und Sehmer produces a fairly
wide range of machinery and pig-iron castings. Its consump-
tion of iron and steel products is, however, negligible, approxi-
mately 2,000 metric tons of rolled products and 2,000 of
pig-iron a year.

The High Authority authorized the concentration,
judging it to be compatible with the provisions of the Treaty.

(b) Steelmaking/steel trade

103. Ilseder-Hﬁtte/BierZein — The High Authority autho-
rized Ilseder-Hiitte, of Peine, through its subsidiary, Industrie
und Handels A.G. to take over Gebr. Bierlein K.G., of Munich.

The object of this concentration is that L.H.A.G.,
a firm of dealers in iron and steel products, should have the
benefit of Bierlein’s specialization in the exporting of such
products to third countries, and in particular to Eastern
Europe. ’

The High Authority, after studying the case, conclud-
ed that the operation would in no way affect competitive
conditions in the Common Market or enable the enterprises
concerned to evade the rules of competition.

CASES TAKEN UP ; CASES DISPOSED OF

104.  The position as regards cases taken up under Articles
65 and 66 of the Treaty, at January 31, 1960, is shown in
the following tables.

7a
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Cases under article 65 1)

Disposed of
Tak
Gountry w Author. Pro. Aeticle 65 | Caricls
ized hibited app[l]i?:tablc vgisf(::?'::ldy
1. Gases examined following application for authorization
Germany

(Fed. Rep.) 26 14 — 6 2
Belgium 14 4 — 5 2
France 38 6 — 21 —
Italy 11 -2 — 6 —
Netherlands 3 — — 1 1
Saar 5 — — 3 —
Total 97 26 — 42 5

2. Cases examined by the High Authority on its own initiative

Germany
(Fed. Rep.) 61 1 3 49 1
Belgium 8 —_ — 4 —
France 29 — — 14 1
Ttaly 3 — 1 2 —
Luxembourg 1 — — — 1
Netherlands 7 — — 5 —
Community 3 — — — —_
Total 112 1 4 74 3
Grand total 209 27 4 116 8

') This table includes some minor cases not recorded in previous Reports,

It should be noted that in quite a number of cases
taken up following applications for authorization Articles 65
and 66 were not implemented because the enterprise con-
cerned withdrew their applications in view of the negative
reaction displayed by the High Authority.

As regards cases examined by the High Authority
on its own initiative, many of the enterprises concerned
subsequently, in consequence of the High Authority’s pro-
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ceedings, duly submitted applications for authorization : the
cases were thereby automatically disposed of, without the
High Authority’s needing to take an ex ¢  fficto decision.

Cases under article 66 1)

Disposed of

R

g a .y z I - E‘%

Country T?,};,e" T T‘;;— 2 $ E 8 E?é B
g 2% FE3 L= 18 g.g £| Total

£ &% | B3°| $g [ggic

: | EE | By i |3y

_ 2°%E

i |
1. Cases examined following application for authorization
Germany !

(Fed. Rep.) 39 21 — 3 — 7 31
Belgium 11 4 — 2 2 3 11
France 17 5 1 — — 88 14
Italy 2 — — — — 1 1
Luxembourg 4 2 — 2 — — 4
Saar 1 — — — — 1 |

Total 74 32 1 7 2 20 62
9. Cases examined by the High Authority on its own initiative
Germany )

(Fed. Rep.) 25 3 — 2 1 12 18
Belgium 13 — — — 1 10 11
France 18 2 — 2 — 9 13
Luxembourg 2 — — 1 — 1 2
Netherlands 1 — — — — — —
Saar 1 — — — — 1 1
Community 2 — — — — 2 2

Total 62 5 — 5 2 35 47
" Grand total | 136 37 1 12 4 55 | 109

1) ‘This table includes some minor cases not recorded in previous Reports.

In other cases, the High Authority was able on the
basis of examinations instituted by it on its own initiative to
notify the enterprises concerned that certain practices and
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activities were likely to contravene Articles 65 and 66 of
the Treaty. Once the enterprises brought their operations
into line with the provisions of the Treaty, such cases were
also closed.

Other cases again, in which further developments
may be expected, are being treated as still pending, although
the High Authority has completed its examination of matters
as they now stand.

Section 3 — Transport

105. - Inthe field of transport the High Authority continued
its work for the achievement of the objectives of the Treaty.
In particular, it concerned itself with the problem of the
harmonization of railway rates and conditions of carriage,
with the implementation of the agreement of July 9, 1957,
concerning Rhine shipping rates, and with the steps to be
taken to eliminate disparities in inland water-transport rates
on waterways other than the Rhine. It was, however, with
regard to the publication of transport rates and conditions
of carriage that it did especially important work in 1959, by
issuing a decision on the subject in respect of the road-haulage
sector.

RAIL TRANSPORT

106.  Discriminations. — The discrimination formerly pro-
duced, according to the routes chosen and countries crossed,
by certain special arrangements instituted for shipments of
coke from France to Italy or vice versa by Franco-Italian
routes, and for shipments of coke from any Community
country to Italy or vice versa, passing in transit through
Switzerland or Austria, was eliminated by the implementation
of fresh provisions contained in the Second Supplemental
Agreement to the Agreement of March 21, 1955, on the
introduction of international railway through-rates.
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. The Second Supplemental Agreement, which was
published in the  Journal officiel des Communautés europé-
ennes” for April 9, 1959, and came into force on May 1,
provided that for all shipments of coke to and. from Italy,
whatever the other Community country concerned and what-
ever the route used, . .

(a) the Italian partial mileage rate should be calculated

on the basis of the Italian tapering ratio for the partial
. distance covered in Italy; .

(b) the partial mileage rates for all the other mémber
States should be calculated on the basis of the tape-
ring ratio of the country  concerned for the total
"distance covered less the partial distance ‘covered
in Italy. v

Some years ago, following a complaint of discrimi-
nation submitted in 1953 in respect of Section 1 of Tariff
No. 103 of the French State Railways (relating to full train-
loads), the Committee of Transport. Experts set up under
Section 10 of the Convention containing the Transitional
Provisions adopted the following Resolution No. 13:

« (1) The fact that $.N.C.F. Tariff No. 103, Section 1
is not applicable to consignments entering France by
a land frontier point constitutes a discrimination
under Article 70, 2 of the Treaty; the French experts,
however, consider that the technical terms and con-
ditions of the tariff are not in themselves discrimina-
tory, only that differential treatment results in prac-
tice. : :

(2) The experts would propose that the matter be

settled by the introduction of international through-

rates in respect of full trainloads allowing the same
reductions for the distance covered on the French
network as does Tariff 103, Section 1, and request the
railway authorities concerned to work out such rates
on the basis of the draft submitted by the French
experts, which offers a satisfactory solution in prin-
ciple. o
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(3) Until such time as the through-rates in respect
of full trainloads have been worked out, the experts
would propose that as a transitional arrangement
temporary international through-rates in respect of
lifts of trucks be introduced, allowing for the distance
concerned on the French network reductions equi-
valent to at least two-thirds of that specified in
Tariff 103, Section 1, and covering those routes on
which consignments carried are in fact affected by
the above discrimination. » '

In accordance with paragraph (3) of this resolution
(which was duly approved by the High Authority and trans-
mitted to the Governments of the member States), the railway
authorities concerned in April 1954 introduced international
through-rates in respect of lifts of trucks carrying large ton-
nages for the main flows of bulk traffic to France, by which
for the partial distance covered in France a reduction was
allowed equivalent to two-thirds of that specified in S.N.C.F.
Tariff No. 103, Section 1.

Upon receipt of a further complaint asking that the
reduction shown in the tariff be allowed in full, the High
Authority, in a letter dated June 8, 1957, requested the
Governments to allow the full reduction in respect of full
trainloads bound for destinations in France provided the
conditions laid down in the tariff ‘were fulfilled. It added
that it concurred with the opinion expressed in paragraph
(2) of the Committee’s resolution, and considered that
negotiations should be opened with the Governments with
a view to the taking of the action advocated therein.

The Governments declared their willingness to take
part in the negotiations suggested; some of them, however,
stated that their railways, which had no special arrangements
in respect of consignments by full trainload, could not at
present consider allowing reductions on such consignments for
the portions of the runs on their network.
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Concluding that, in view of this attitude, it would
not be possible in the near future to achieve the objective of
paragraph (2) of Resolution No. 13, which was to institute,
as part of the process of harmonization, a general system
governing consignments of E.C.S.C. products by full trainload,
with reductions by all the railways, the High Authority
thought it best to work for an interim arrangement whereby
the reductions at present allowed under the French and Belgian
tariffs should be applicable to all consignments by full train-
load in the Community.

With this end in view, the High Authority opened
negotiations with the member Governments, In the course
of these, it was established

— that the Governments were not prepared to agree
to the provisional adoption of international rates
in respect of full trainloads of E.C.S.C. products
allowing only the reductions provided for by the
French and Belgian inland tariffs;

— that in view of the attitude adopted by certain
Governments it was impossible at this stage to intro-
duce genuine harmonized rates with reductions allow-
ed by all railways on consignments by full train-
load (the final solution put forward in paragraph
(2) of the resolution of the Committee of Transport
Experts);

— that the whole question of introducing a general
tariff for consignments by full trainload would have
to be dealt with en bloc in the course of the process
of harmonization;

— that it would be a good thing if the High Authority
could take up the matter of general harmonization
again as soon as possible, and perhaps discuss it
with the E.E.C. Commission.
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107. L. Through-rates

Exemption — September 1, 1959, saw the' expiry,
after a four-month extension, of the special arrangement
provided for by the Supplemental Agreement to the Agree-
ment of March 21, 1955, on the introducing of international
railway through-rates, whereby the maximum tapering ratios
for the Italian mileage rates must not, from May 1, 1958,
to April 30, 1959, exceed the Italian railways’ own coefficient
for 700 km.

Customs formalities — By way of complement to the
E.CS.C. scale of international through-rates, a simplified
Customs procedure was introduced on December 1, 1959,
whereby all Customs charges on consignments passing between
orie Community country and another can be calculated and
settled at the sending station. ' '

Material is now being assembled with a view to
determining what action can be taken, in accordance with
Article 3 of the Agreement of March 21, 1955, to reduce
charges peculiar to international coal and steel traffic which
bear heavily on the prime cost of transport.

2. Special domestic tariff measures — No judgment has
as_yet been delivered on the appeals lodged against High
Authority decisions with the Court of Justice by the Govern-
ment of the Federal Republic of Germany and by a number
of German and French iron and steel enterprises 1).

3. Unpublished tariff contracts — The High Authority
made a preliminary examination of certain tariff contracts
entered into by railway authorities and not made public.
It found that the supporting material adduced for the most
part related only to specific terms and conditions contained
in the contracts. Further investigation of the other items
(competitive parity with other modes of transport, exercise
of the right of alignment) need to be carried out when the

1) See Seventh General Report, No. 122,
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Court of Justice has ruled on the point in the cases concerning
road haulage.

4. Transport-tariff harmonization — It has not yet been
possible to examine the problems of harmonization in the
light of the report by the Committee of Economic Experts
on the harmonization of transport rates for coal and steel ),
as the Government of the Federal Republic of Germany,
emphasizing the implications of certain points made in the

-report and the importance of harmonization for a common

transport policy, has given it as its opinion that the whole
subject should be dealt with on a broader basis, by the Euro-
pean Economic Community in co-operation with the High
Authority.

As several of the Governments have expressed the
desire, in connection with the examination of certain cases
in point, that a fresh approach should be made to the subject
of harmenization as a whole, the High Authority is now
studying, more particularly from the legal angle, how and on
what basis the work on transport-tariff harmonization can
best be continued. '

Incidentally, future developments in this field are
likely to depend a good deal on the judgments finally delivered
by the Court of Justice in certain cases now pending.

5. Agreements with Austria and Switzerland — The
agreements introducing international railway through-rates
for E.C.S.C. products shipped from one member country to
another via Austria or Switzerland operated very satisfactorily, .
as regards both the application of the tariff provisions laid
down and the Community’s relations with the two countries
generally.

1y See Seventh General Report, No. 121.
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INLAND WA TER TRANSPORT

108.  With regard to Rhine river navigation, the High
Authority approached the German and Netherlands Govern-
ments with a view to examining with them the measures
needed to adjust their regulated internal freight-rates to
the free international rates, as required by Article 1 of the
Agreement of July 9, 1957, relating to freight rates and con-
ditions of transport for coal and steel shipped on the Rhine.

In this connection, the High Authority had already
asked each of the Governments having a direct interest in
Rhine river navigation to work out, in co-operation with it
and on the basis of its proposals to them on the subject in
October 1958, a procedure which would enable it to gain an
accurate and complete picture of the situation regarding
freight-rates and conditions of transport on the Rhine,
However, these negotiations (provided for by Article 2 of
the 1957 Agreement) produced no practical results, so that
the High Authority was obliged in October 1959 to write to
the German, Belgian, French and Netherlands Governments
requesting them to supply the particulars concerning inter-
national Rhine traffic which will be nceded for the adjust-
ments required under Article 1 of the Agreement to be duly
effected.

Replies received so far from certain Governments do
not suggest that a satisfactory outcome is as yet in sight.

In the meantime, a supplemental Agreement was
signed on July 24, 1959, by the member States of the Commu-
nity, the High Authority and the Swiss Confederation, asso-
ciating Switzerland with the Agreement of July 9, 1957.
It will come into force one month after notification that it
has become applicable within the territories of all the member
States and the Swiss Confederation.

109.  With regard to the disparities existing in freight-rates
on waterways other than the Rhine, the Special Committee
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on Shipping, in accordance with the instructions given it by
the Governments at the meeting of the Council of Ministers
on April 29, 1958, produced an interim report, the contents
of which caused the High Authority to express its disappoint-
ment at the meagre results achieved in the course of the
Committee’s work. ’

The report was debated at the meeting of the Council
of Ministers on February 5, 1959, at which the High Authority
urged that the Special Committee be directed to draft an
agreement without loss of time, providing, in particular,
for the institution of Shipping Exchanges. At the conclusion
of the discussion, the Special Committee was instructed by
the representatives of the Governments

— to endeavour to establish ways by which freight-rates
for all international shipments by waterways not
covered by the Agreement of July 9, 1957, can be
effectively and promptly registered on as uniform
a basis as possible;

' — to examine how this might facilitate the implemen-
tation of Article 70, 3, e.g. by the institution of
Shipping Exchanges;

the Special Committee was given three months in which to
draft and submit its proposals.

The proposals were duly submitted by the date set,
in the form of a report by the Special Committee, suggesting,
inter alia,

— the registration of transport contracts;

— prompt placarding by the registering authorities of
contracts for single shipments (one Government
dissenting);

— publication or notification to the High Authority of
all details registered concerning other contracts,
including long-term contracts.
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On the other hand, the Special Committee did not
consider it possible, in the initial stage, to reach agreement
on the institution of Shipping Exchanges.

For reasons outside the High Authority’s control,
the Committee’s report (which, incidentally, leaves outstand-
ing a number of points regarding publication of prices and
conditions of transport, an essential element in the efficient
operation of the Common Market) was not examined by
the Council of Ministers until November 17, 1958, when the
Council directed the Committee to continue its studies and
submit a draft agreement by not latcr than February 1,
-1960.

110.  The compensation scheme for French inland water-
transport rates, which was introduced to eliminate the effects
of the disparities between the internal and international rates,
is still in force, as-no agreement has been reached concerning
the disparities in inland-water freight-rates West of the Rhine.
At the request of the High Authority, however, the coefficient
applied to the reference regulated freight-rates to determine
the all-in cost of transport (contract-rate) was reduced by
the French Government in December 1959 from 0-90 to 0-85.

ROAD HAULAGE

111. . When it was found, at the meeting of the Council
of Ministers on July 22, 1958, that no agreement could be
reached among the member States as to the practical meas-
ures to be taken to achieve the objectives of the Treaty in
respect of road haulage, the negotiations which had been in
progress between the High Authorlty and the Governments
since 1956 were broken off.

Accordingly, the High Authority, in a letter of
August 12, 1958, requested the Governments to take the
necessary steps to have road-haulage rate schedules, charges
and terms either published or notified to it, stipulating this
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must be done in such a manner as to ensure the operation
of the Common Market as intended by the Treaty, and speci-
fying that, to this end, producers and consumers must be able
to obtain particulars of all such rate schedules, charges and
terms. The High Authority went on to suggest three practical
possibilities for achieving the objectives of the Treaty in
this field; but expressly emplasized that the third of these,
notification of transport contracts to the High Authority in
a prescribed form, was submitted only conditionally and
was in the first place to be considered omly for a strictly
limited trial-period. o :

‘Examination of the observations submitted in reply
by the Governments in accordance with Article 88,1 of the
Treaty revealed that none of them had adopted or was pre-
pared to adopt in full the third alternative referred to, and
that it was indeed objected to on principle. '

Since the Governments did not announce their inten-
tion of taking steps to introduce either of the other two possible
arrangements mentioned by the High Auithority (publication
by the competent national authorities, publication or noti- -
fication by the carriers), or of taking any other steps which
would satisfactorily meet the terms and requirements of the
Treaty, the High Authority was compelled to issue a decision
designed to ensure the achievement of the objectives of the
Treaty with regard to the publication or notification to the
High Authority of all rate schedules, charges and terms
applicable to consignments of coal and steel hauled by road
on behalf of third parties within the Community. ’

112.  This decision,: No. 18/59, was adopted by the High
Authority at its meeting on February 18, 1959, and published
in the Journal officiel des Communautés of March 7. . o

It notes first of all that the Governments of the mem-
ber States are in breach of an Treaty obligation for so long
as they fail to- take the necessary steps to have published or
notified to it, in such a manner as to ensure the operation of
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the Common Market as intended by the Treaty, and more
particularly by Articles 4, 5, 60 and 70 thereof, . all rate
schedules, charges and terms applicable to consignments of
coal and steel hauled by road on behalf of third parties
within the Community.

It then lays down that, to fulfil this obligation, the
Governments must

(a) either publish rate schedules, charges and terms and
see that the hauliers abide by them, or require the
hauliers to publish in appropriate form or notify
to the High Authority the rate schedules, charges
and terms they have decided to apply and see .that
they abide by them, it being understood that all
schedules, charges and terms merely notified to the
High Authority will be held available by it for con-
sultation by producers, buyers and consumers in
the Common Market;

(6) Take the necessary steps to ensure that the rate
schedules, charges and terms referred to in (a) above,
and any amendments thereto, come into force, at
the earliest, the day following their publication, or
where merely notified, the day following their receipt
by the High Authority, calculated with due regard
to the normal time required for postal transmission.

In this connection, the High Authority based itself
on the consideration that, firstly, since it is necessary for the
efficient operation of the Common Market that producers,
buyers and consumers there should be familiar with ruling
rate schedules, charges and terms, it must, where these are
merely notified to it, hold them available for their consultation,
and secondly, for the objectives of the Treaty to be achieved it
is essential that all schedules, charges and terms should be
either published or notified to it promptly.

Considering, further, that it might be easier for some
of the Governments to institute the necessary changes by
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stages, the High Authority laid down in its decision that, if
the regulations of the country allowed, schedules might include
maximum and minimum rates, provided the margin between
the two did not exceed 10%,, and that, for a period to be
determined as the efficient operation of the Common Market
might seem most likely to demand, the Governments might
authorize exemptions in respect of consignments of less than
5 metric tons or travelling less than 20 km. in all.

Two appeals against this decision were lodged before
the Court of Justice of the European Communities, one by the
Netherlands Government and the other by the Italian Govern-
ment.

The cases are still under examination, but it is clear
that the judgments ultimately delivered by the Court will
be of major importance for the transport of E.C.S.C. products
generally.

113.  Pending the announcement of the Court’s findings
in these cases, the High Authority had to mark time in quite
a number of important matters relating to the publication
and calculation of certain rates and conditions of carriage,
involving very large tonnages of coal and steel.

Thus with regard to the implementation of Article 70, 3
of the Treaty, the High Authority’s preoccupations over the
past several years have not been confined to the road-haulage
sector : for all its efforts, quite a substantial proportion of
Community traffic is still carried on terms which remain
undisclosed. In the High Authority’s view, this is not a situa-
tion calculated to enable the objectives of the Treaty to be
attained, and in particular to allow the Common Market to
operate properly, as regards either the checking of discrimi-
nations or the exercise of the right of alignment. This is true
more especially in the case of consignments by rail under secret
contracts, 1) which in the Netherlands, for instance, account

1) See No. 107,3 above.
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for the greater part of total rail traffic in E.C.S.C. products
within the country. Similarly, despite the unremitting endeav-
ours of the High Authority, the position remains unsatis-
factory with regard to inland water-transport rates, both on
the Rhine and on waterways other than the Rhine.

The High Authority cannot really go ahead with its
work at all until the Court of Justice has delivered judgment
in the road-haulage cases and it can take due account of the
principles so established for the achievement of the fundamen-
tals of the Treaty.

The High Authority has a number of other problems
for which no solution can be arrived at until the Court’s
Judgments referred to above are known: they include, in
particular, the problem of eliminating discriminations and dis-
parities in inland water-transport and road-haulage rates and
conditions of carriage, and the very important question of
the reductions in rates allowed by Community railways with a view
to meeting competition from other modes of transport, and
more especially from the road hauliers. So far, in the absence of
published schedules, charges and terms for the road-haulage
sector, the High Authority has in practically no case possessed
the necessary particulars to reach an informed decision as to
the justifiability of the numerous competitive tariffs and
contracts directed against road haulage, or to ascertain what
discriminations, if any, they involve.

The real question on which the Court is being required
to pronounce is that of publication of rates and conditions
of carriage. In accordance with the Treaty, the High Author-
ity has all along worked as it considered it must in order to
attain the objectives of the Common Market.
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TRANSPORT STATISTICS

114.  For the third year running, the High Authority issued
a report 1) giving the statistics for the tonnages of Treaty
products transported by rail, by inland waterway and by
sea during the previous year (1958). The purpose of this
survey, which was first instituted in January 1956, and the
methods employed in its compilation are described in the

- High Authority’s Fifth and Sixth General Reports.

For each of the nine groups of products and three
modes of transport covered, three sets of figures are shown,
— the Community figures (tonnages carried within the’
Community, exports to third countries and imports
from third countries);
— the national figures (including international traffic);
— the regional figures. (indicating reciprocal flows of
traffic among the 42 transport areas of the Commun-
ity).
To each of these three sets of figures are appended the
corresponding figures for the two previous years, 1956 and-
1957, to give some idea of the trend.

The various tables and maps in the report provide an
analytical picture of the transport situation in 1958. Overall,
they indicate a very marked all-round decline in the tonnages
carried. The decreases as against 1957 were

12%, in intra-Community trade;
20%, in imports; '
119%, in exports.

As noted, the figures are for road, sea and inland-
water transport only; statistics for the road-haulage sector
are not yet available.

vy See Transports des produits du traité de la C.E.C.A., Année 1958, October
1959.
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The tables showing trade between member countries indi-
cate certain individual developments counter to the general
downward trend : thus there were increases in French ship-
ments of iron ore and semi-finished iron and steel products to
the other member countries, in shipments of rolled products
both to and from France, and in Netherlands shipments of
rolled products to the rest of the Community.

The trend over three years in certain inter-area traff
Jlows, selected either as being outstandingly large or for refer-
ence purposes, shows two main features :

— flows in definite contrast to the general downward
trend, #iz. shipments of hard coal from Dutch Limburg
to Belgium, Rotterdam, Northern Italy and France,
of hard coal from the Saar to France, of coke from
North Rhine/Westphalia to Luxembourg, of Lorraine
iron ore to the Ruhr, Westphalia, the Saar, Belgium
und Luxembourg, and of rolled products from the
Saar to all destinations and from Rotterdam to
Germany zia the Rhine;

— continugus variations in some flows throughout the
three years covered by the survey, reflecting changes
in the supply situation, z:z. a steady decline in ship-
ments of Saar coal to the Rhineland and Southern
Germany, offset by an expansion of outlets in France,
and an increase in shipments of scrap from South-
Eastern France to Northern Italy, at the expense of
those from Southern Germany via Switzerland and
Austria. '

Notwithstanding these changes in the flows of traffic,
the ratio of traffic within the individual countries to traffic
crossing their frontiers has remained singularly constant
since 1956. The diminution in the volume of transport in
1958 did not, therefore, have any apparent effect on the
degree of market integration. <
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Further details will be found in the report referred
to, and in the High Authority’s Statistical information bulle-
tin. 1)

Section 4 — Problems relating to the Common Customs
Nomenclature

115. It was already realized when the Treaty was signed
that Annex I, defining the products to be covered by the
rules of the Common Market, would require precise inter-
pretation before the Governments of the member States could
make the arrangements necessary in preparation for the
introduction of the Common Market, and in particular
before they could abolish Customs duties between Community
countries and take certain necessary measures of commercial
policy #is-d-vis third countries.

Accordingly, the Interim Committee for the Schuman
Plan, meeting in The Hague on June 12, 13 and 14, 1952,
agreed that a group of experts from the six countries should
be asked to draw up a common Customs nomenclature.

The nomenclature was duly prepared by the experts,
working from January to March 1933, in co-operation with
the High Authority, and was approved by the Special Council
of Ministers at its meeting on April 18, 1953. 2) Based on the
Brussels nomenclature produced in 1950 by the Customs Co-
operation Council, it restates the contents of Annex I to the
Treaty in Customs tariff terms, and lays down, for all whom
it may. concern, which coal and steel products come within the
Common Market for coal and steel and which do not. It
was incorporated as it stood into the Customs tariffs of the
member countries, some of which further included sub-items of
their own.

Yy Informations Statistiques, No. 7