INFOKMATION ConTrE Press delease GaT7/263
European Office of the United Nations 5 December 1955
Geneva
Gevindal AGHEDMENT ON Tanlfi'S aND TosnDE
Tenth 3ession of the Contracting Parties

Contracting Parties complete cxamination of Third Annual HReport
of Member States of Eurovean Coal and Steel Community

Joint Communiqué by the Duropean Cpal and Steel Community and
the Contracting Parties

In April 1951, Belgium, the Federal Republic of Germany, France, Luxemburg,
Jtaly and the Netherlands concluded a Treaty constituting the European Coal and
Steel Community and a Convention containing the transitional provisions. The
Treaty came into force on 23 July 1952. The establishment of the common market
involves the abolition as between the six countries of import and export duties
and of quantitative restrictions on the movement of coal and stcel between the
territories of the six countries.

The six Member States (all of them being contracting parties to the GATT)
therefore submitted to the Contracting Parties a request for a waiver from
certain of their obligations under the GaTT, in particular the most-favoured-
nation clause contained in article I and the rule of non-discrimination regarding
the application of quantitetive restrictions in article XIII.

In 1952 the Contructing Partios granted o waiver and it was agrced that
from the date of tho creation of the common market for coal products
(10 February 1953) until the end of the transitional period (10 February 1958)
the six countries would submit an annual report to the Contracting Parties on
the progress towards the full application of the Treaty. At this Session the
Third Annual Report of the Mumbor States has boen examined in o working party.

The working party first exumined tho mcasurcs taken towards thce complcte
establishment of the common market and noted that, during the period under

review

(2) the Italian customs tariffs on coke and stcel applicable to supplies.
from othcr Member Status had been graduslly lowered;

(b) the Benelux Governmcnts continued to meintein tariff quotas for a number
of iron and stecl products and that for 1955 the quotas had been substantially
inereccsed for many items so as to satisfy the demand for these products;

(e) the Member States continued to maintcin a temporary restriction on
exports of scrap and that the shortage of this essenticl material became more
scvere during the period under revicw,

and further concluded that the actions taken in these fields were con=-
gistent with the tcrms of the waiver.

The working party also had the opportunity of discussing other aspects of
the commcrcial policy of the Community; in particular, the extent to which the
interests of third countries were token into cccount during the period under
revicw in the aprplication of export controls on scrcp, in the application of
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tariffs and other trade regulations, eand in the discharge of the Community's
undertoking to ensure that prices charged by its exporters to third countries
remain within cquitable limits.

As regards the restrictions imposed on_the export of scrap to third
countries, the working party notcd thet thc situation in the Community has
substantially deteriorated during the period under revicw. Consumpbtion increased
by more than 20 per cent in the first quartcr of 1955 and the Community was
obliged to import very substantial amounts from abroad, and in particular from
the United States, in ordcr to mect the incrcased domestic demand resulting from
higher stoel production. This resultced in an almost complete halt in exports of
serap from the Community to third countrics. This situation hed affected coun-
tries likc Austria and Sweden which traditionclly relied on the Community for
their supplies of scrap. The position was particularly difficult for those
countries in view of the growing difficulty of cbiuining scrap from other sources.

The representatives of tho Community stoted that in order to remedy the
situation, the High Authority introduced as from 1 April a system of equaliza-
tion paymente which would cncouragc produccrs to substitute pig~iron for scrap
in the production of Martin Steel, This system should lcad to a reduction in
the demand for scrap within the Community and bring about, as a rosult of
a decline in the import necds of the Community. an allcviation of existing
pressurcs at prescn% felt on the world market for scrap. Such a situation
should enablc third countrics to cbtain rcgular supplies from the world
market. and might mekc it poesible for the Community to resume to a certain
cxtent its traditional suppliocs to a number of third countries. The working
party expressed ¢ hope that. if thesc measures proved to bc insufficient,
the High authority would consider the adoption of further measurcs deosigned to
maintain a regular flow of scrap to countrics which traditionaily relied on the
Community markets for their supplies,

48 rogards import controls, the working party noted that no new measure
had becn taken to restrict imporis from non-member countries, It noted further
that the French Governmont had rclaxed the quoba arrangcements applicable to
imports of special steel from OZuC countrics and that the German Government
was granting liberally licences for the import of coal from the dollar area.

So far as imporv_tariffs are concorned, no substantial change took place
during the period under recview. Tumporcry turiff reductions which had been
applied beforc were on the whole maintained during 1955. On the other hand,
the working party noted that no progrcss had been made towards the hormonization
of tariffs, Some delegatcs expressed disappointment at the lack of progress
in that direction and at the fact that no indication was given by the
representatives of the Member States and the High authority as to the poliey
to be followcd or the steps to be taken by them during the romaining part of
the transitional poriod with regard to thce harmonization of teariffs. In the
view of the dcliegates of Austri~ and Sweden a policy of harmonization would
bring down the gencral incidence of the Itaclian tariffs on steel to a level
comparable to that of thc tariffs of the other Member Staves.
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The working party notcd that no tariff ncgotiation has taken place with
countrics during thc period under rovicew. The agrecmont between the Community
end the United Kingdom which provided for cxchango of vicws and a possible
co-ordination of peclicies rcgarding tariffs and other barriers to trade had not
lcd so far to negotiations on tariffs and the negotiations with,austria had not
yot been resumed.

The working party notcd with satisfaction thc moasurcs taken by the
Community towards the olimination of assistancc and subsidies prescntly
grantced to certain community produccrs. It olso took cognizance of the oxtonsive
data submitted by the Community recgording the climination of transport dis-
crimination. It notcd, in this conncxion, that the direct international tariffs
for railway transport which have becn introduccd during the period under reviow
wore applicable not only to Community products, but also to products originating
in third countries when they worc carried over the tcrritory of at least two
Community countrics.

The working perty cxeminud in some dotail the export prices for coal,
cokc and steel charged by the Community cxporters and the effcets of their
priee policy on the interests of non-member countries,

The working party considered da%a on oxport prices (supplicd by the
High authority at the rcquost of the Danish Govermment), particularly rclating
to coke, with a viow to ascertaining whether those prices remained within
equitable limits. The working party agrecd that thc documentation was not
sufficicnt to cnable it to arrive at any dofinito conclusions and it rccommonded
that more data on the prices of coal and cqko should be supplisd by tho
High authority for a fuller cexamination at the noxt Session.

It was clsar from the data submitted rogarding stecl prices thet there had
becn a substantial ond continuous inereasc in the oxport prices of tho Community
"from the beginning of 1954 onwerds. Somec members of the working party were not
" satisfied that these inereanscs woerce justificd by the trend of the markets or by
inercascs in tho cost of production. They fclt that the sctting up of a common
market could heave bcen expected to improve the conditions of production in the
Community and thercfore to bring about o gencral reduction of cxport prices,
other things remaining cquel.

The obscrver for the High Authority strossed that it was the considored
vicw of the Community authoritics thet the recent increcsc in prices was
cntirely due to nommel factors. cither to a revival of the demand on all steel
merkets, or to inereasces in the cost of production (row matericls, freights,
wages)., If the price movemonts for oxports and for domestic consumption woro
not* cdsolutely identical (which is only nabturel since prices on the export
mcrkcets and on the Community market were not influenced by the same factors)
the gonercl trend heos bocen very similar,

The working purty wes not in 2 position to reich agreed conclusions
rogarding the extent to which cxpert prices on steel were mcinteined within
cquitablc limits., It did not disagrcc with the generzl statcement of the
obscrver for the High authority that it had not beon cstcoblished beyond doubt
thaet prices charged exccedecd cquitcble limits, On the other hand, the working
party was not in o position to concludec that prices had always becn equitablo,.
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The working party noted this year, as in procoding ycars, that the
Community cxportors were still charging lower pricecs on the dollar markets,
in particular on tho United States and Canadian markets, than for other
destinctions. The obscrver of the High Authority pointcd out that
this resulted not from any dcliberate policy on the pzart of the Community
exporters, but from the fact that the cxporters to the United States and
Ccnadian markcts had to adjust their prices to thosc charged by United
States and Canadian producers, and that, furthermors, thc orders roccived
from the United States and Canadian customers were such as to enable
the Community producers to plan their production in advance and therefore
to reduce their cost of production.

\ The working party considercd, as it did last year, that the cxistenco

\\‘of an cxport curtel in the Community and thercfore the adoption of a cammon export
‘price policy by an association of produccrs, which was in o position to
exercise & considerable influcnce on the formation of prices on export
markets, led to the fceling that consuming countrics werc deprived to
a cortain extent of the advantcges which would result from frece competition
emong the national producers of the Community countries, Some delegates
were of the opinion that, in order to make up for this situation which was
partly tho result of the sctting up of a common market, the High Authority
should intorvene morc actively and exercise a closer supcrvision of export
priees, Tho observer of the High Authority recclled that the High Authority
continued to cnsure that export prices charged by the Community producers
remain within equitable limits,

The working party suggested that any contracting party willing to do so
should give price data on coal and stcel products which would be avoilable to
them and relcting cither to the export prices quoted by their exporters or to
prices paid by their importers. already it felt that this additional data
might throw somc further light on the question whether priccs charged by the
Community exportcers remained within equitable limits.

In coneclusion, the working party stated that in its opinion the
examination of the three annual rcports of the Member States had led to
fruitful results., salthough, on certain important points, the approach
of somc members of the working perty differedfrom that of the Community,
it appeared that thc genercl tour dthorizon which has taken place this
year led to a bettor understanding of thé problams and difficulties of
all concorncd.

The Contracting Parties gpproved the report of the warking party,
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