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THE INTERGOVERNMENTAL COMMITTEE was set up by a decision 
of the Messina Conference on lst-2nd June 1955 by the Governments 
of the Federal Republic.of Germany, Belgium, France, Italy, 
Luxembourg and the Netherlands. Its Chairman is M. Paul-Henri 
Spaak, the Belgian Foreign Minister. 

The delegations of the six countries are headed by M. Karl 
Friedrich OrphUls, Ambassador (Federal Republic of Germany), 
Baron Jean-Charles Snoy et d 1 0ppucrs, Secretary-General of tre 
Ministry of Economic Affairs (Bel~ium)~_M. Felix Gaillard, 
former Minister, Parliamentary Deputy (France), M. Ludovico 
Benvenuti, former Minister, Parliamentary Deputy (Italy), M. 
Lambert Schauss~ Ambassador (Luxembourg) and Professor Gerard 
Marius Verrijn ~tuart (Netherlands) • 
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FOREWORD 

While on the one hand the United States, in almost every 
sector, are producing one-half of.the world's goods, and on 
the other the Communist countries, numbering a third of the 
world population, are increasing their production annually by 
ten or fifteen per cent, Europe, whic~ once had a monopoly in 
the manufacturing industries and could count on its overseas 
possessions for considerable resources, now finds its external 
position weakening, its influence declining and its capacity 
for progress diminished by internal divisions. 

The expansion which has undoubteply taken place in the 
last few years leaves no room for complacency. It is largely 
due to the rapid adoption of production techniques which until 
recently could not, owing to circumstances be developed in 
Europe. In its present economic state, Europe cannot maintain 
this rate of expansion by its own resources. Three striking 
examples could be quoted of the effect of the division of 
European markets seon in relation to the potentialities o~ the 
modern world. There is not a single motor-car· factory in 
Europe large enough to use on an economic basis the most 
powerful American machine-tools. No country in continental 
Europe can build heavy transport aircraft without outside help. 
The progress made at enormous expense in atomic science in 
several European countriGs is Qlmost negligible compared with 
the technical knowledge the United States now placE freely·at 
the disposal of their industries and of other countries; in 
Europe it would take several years to produce a few thousand 
kilos of enriched uranium, while according to a recent announce
ment America has a surplus of forty tons available for her own 
industry and for other countries. 

No European country is of the economic status to make the 
immense effort in scientific research and basic investment 
required to set in motion the technical revolution promised by 
the atomic era~ Even if production were stepped up by oxploiting 
new sources of energy and applying new techniques, it would 
still be hampered by lack of outlets in the narrow confines of 
the separate European markets. The atomic revolution will in 
a few years' time make our present economic structure an 
anachronism. It was these considerations which led the six 
Foreign Ministers at Messina to attempt European unification 
first of all in the economic field, placing the emphasis on 
two essential projects: the pooling of atomic resources and 
the establishment of a general common market. 

./. 
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For these prospects to bocome a reality, something must 
be done to avoid the danger of Europe finding its development 
handicapped by insufficient sources of energy and means of 
communication; and a special effort must be made to remedy 
the difficult situation in regard to air transport and aircraft 
construction. 

It is along these lines that efforts must be pressed forward 
to ensure for Europe a common basis of development and a progres
sive merging of its markets. With a viow to a propa.ru-t-ion of 

appropriate treaties, the Ministers appointed a group of experts, 
directed by national delegates, to outline methods for the 
attainment of these aims. 

This initial stage is now complete. The present report 
represents, not the individual opinions of the Heads of . 
Delegations, but a common solution arrived at in the course of 
their discussions. The studies have naturally been carried out 
in consultation with the governments and their appropriate 
departments, but the plans outlined are merely the work of. the 
Heads of Delegations, presided over by a chairman responsible 
for political co-ordination; they do not as yet commit the 
governments. No claim is made that the solutions suggested are 
the only possible ones, but at least they have the merit of 
forming~ coherent system wherein the solution of one problem 
keeps in step with and helps in the solving of another. Together 
they constitute a straightforward and practical programme for 
the unfolding of schemes which, though of a large-scale and 
long-term character, can be initiated immediately. The Heads 
of Delegations are unanimous in recommending this programme to 
the governments as a basis of discussion in negotiating the 
treaties. 

. .. 
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INTRODUCTION 

I 

The purpose of a European common market is to create a 
large area committed to a common economic policy, constituting 
a powerful complex of industries and ensuring a continual gain 
in economic strength and stability, a more rapid rise in living 
standards and the development of harmonious relations between 
its component states • 

It is a primary condition for the attainment of those aims 
that the separate European·markots should be merged into a 
single whole. In this way, by more ·extensive di vis ion of _labour, 
it will be possible to avoid wasteful use of resources and, by 
greater certainty of supplies, do away with production at 
uneconomic costs. In an ·expanding economy division of labour 
will mean, not so much the transfer of industries, as a more 
rapid development, in the common interest, of the more economic 
sectors of production. Advantages in competition will less and 
less be determined by natural conditions. Just as atomic energy 
will offer wider scope in tho location of industries, so will 
the common market give full play to the efficiency of manage
ment and men; the pooling of resources will ensure equality of 
opportunity. 

By combining markets we can create outlets large enough 
to permit the use of the most advanced production techniques. 
There are certain branches of production which require such 
vast installations and machine tools with such an enormous 
output as to be incommensurate with an isolated national market. 
What is more, in many sectors of industry, national markets do 
not allow firms to develop to their optimum sise unless they 
enjoy a virtual monopoly. The advantage of a wider market 
is that it makes possible large-scale production without the 
necessity for monopoly • 

Protective measures to eliminate outside competition have 
an injurious effect on industrial progress and on improvements 
in living standards since thoy make for the elimination of 
internal competition, In a wider market, it will no longer 
be possible to maintain outmoded methods of production with 
their twofold effects of high :rr ices and low wages; commercial 
concerns, instead of remaining static will have to pursue a 
go-ahead investment policy in order to step up production, 
improve quality and modernise their methods; they must make 
progress or fail. / 

a • 
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But these benefits can only accrue if collective arrange
ments are made for the necessary readjustments and time is 
allowed to put them into effect. We must also put an end to 
practices which restrict the normal play of competition. 
Finally, the states must co-operate to ensure monetary 
stability, economic expansion and social progress. 

For these reasons a common market, however desirable 
the world-wide liberalisation of trade may be in theory, is. 
only feasible between a small group of.states, which it is 
hoped to make as large as possible. 

There can be no question in the early stages of com
plete abolition of customs duties; yet mere reductions still 
leave cases of unequal treatment which distort the rational 
development of various branches of economic· activity. More
over, government intervention to encourage national production 
is so extensive; disparity of legislation can so profoundly 
affect relations between industries, divergences in monetary 
trends or in the scale of production in Various countries can 
so abruptly transform price relationship9 and the volume of 
trade that a common market is inconceivable without common 
rules, a common policy and common supervisory institutions. 

Though the common market may have only a regional basis, 
i.e. is established between states with a sufficiently common 
outlook to make the necessary adjustments in their domestic 
legislation and show the necessary solidarity in their policies, 
•it is not intended to be set up in opposition to the rest of 
the world or to dislocate international division of labour. 
On the contrary, it will endow its combined economies with 
sufficient strength to dispense with protectionist measures 
in that area it covers; it will contribute towards a lower
ing of tariff barriers throughout the world and will establish 
with countries not yet prepared to participate more intimate 
relations than they hitherto maintained with the indiv.idual 
states. 

II 

The establishment of a common market calls for action on 
three main lines, for each of which the present report makes 
appropriate proposals: 

the· establishment of normal competitive conditions and 
the.harmonious development of the national economies concerned 
will open up prospects of abolishing, in successive stages, all the 

./. 
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protectionist measures which at present impede foreign trade 
and split up the European economy; 

in order to establish normal competitive conditions, rules 
and regulations will be needed to remedy the effects of 
government intervention or market imperfections; concerted 
action will also be necessary to obviate balance of payments 
difficulties which may prevent the expansion of trade; 

lastly, the common market will go beyond the pooling of 
existing resources; it will call for the creation of new 
resources by the development of backward areas and the employ
ment of labour forces hitherto unused; assistance, where needed, 
in the conversion of industry and retraining of workers; and 
finally, to facilitate these measures, free circulation of the 
factors of production, capital and manpower. 

Each of these lines of approach calls for brief comment. 

(A) Customs duties, quotas and import monopolies are not 
the only obstacles to international trade; there are also 
currency restrictions, discriminatory transport rates according 
to country of origin or destination, and internal regulations 
concerning services or agriculture, which amount in practice to 
eliminating foreign competition or keep:mg it within any desired 
limits. 

Nothing is gained by doing away with protection in one 
form only to find that it springs up again in another. It is 
doubtful whether any progress is made if quotas - at least if 
they were substantial - are replaced by high tariffs. What is 
needed is a broad frpntal attack. 

We do not go so far as to say that the common market would 
be entirely .free from restrictions in all sectors. In so far 
as the public interest.- as in the case of services - or the 
particular product and its murketing conditions as in the case 
of certain typos .of agricultural produce, may make regulations 
or organisatiQn necessary, even the common market will be 
accompanied by a gradual introduction of common regulations. 

(B) In the economic conditions of the present-day world, 
broader markets and more open competition will not alone suffice 
to ensure the most rational distribution of activities and the 
optimum rate of economic expansion. 

When concerns become very large, or enter into private 
agreements with other firms, they are in a position to exercise 
a. virtual monopoly; they can adopt discriminatory practices; 
they can share out markets among themselves. It is here tbat 
rules of competitive trading must play their part, to prevent 
dual pricing from affecting the market as much as the 

./. 
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former customs c:uties, to protect economically sound proc1uction 
from dumping and to prevent a private division .. of. the markets 
from taking tho place of trade bGrriors based on the nation state. 

A s0cond factor is the extent'of government intervention 
in favour of domestic industries. A t'd.:i.stinction must hc.ro be 
mace between assistance which is in tho general interest and 
serves to expand production, and assistance which impairs the 
free play of competition. 

Furthermore, apart from deliberate measures to foster or 
protect national pro~uction, we must consiQer bow far competitive 
conditions are affected by disparities in laws and regulations -
a difficult problem which requires careful study and appropriate 
corrective measures. 

The influence of governments in economic affairs can also 
'be seen from the divergences they produce in levels of economic 
activity and prices. This is a salient fact which underlines 
the complications involved, but also the opportunities offered, 
by the establishment of a common market. 

Such disparities are the main cause of balance of payments 
difficulties, because the activity of one country may hamper ths 
the economic expansion of another. They may cause violent 
fluctuations in the competitive conditions of a ·common market. 
Every care must be taken to avoid them or to counteract their 
effects. 

Concerted action in this sense 1 becoming more regular and 
spontaneous as the common market is built up, is one of the most 
significant developments expected of it. To appreciate how far 
the b~lance of payments can affect expansion, one need only 
contrast the autonomy of the United States with its vast home 
market with the position of the United Kingdom - despite the 
extent of the sterling area it has built up arounc1 it. The , .... , 
co-ordination of economic policies necessitated by the common J 
market should make it possible to circumvent balance of 
_payments difficulties in the way of expansion. 

(C) Co-operation will also be needed in orcler to set up 
favourable conditions for a common expansion of production. 

• ii 

The first n0cessity is to facilitate the transfer of workers 
to other jobs, for without changes there can be no progress. 
Hence the importance of arrangements for retraining which.will 
protect the workers against the expense and risk involved • 

'.J 
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Secondly, efforts must b8 mado on a considerable scale to 
assist in the chaDge-over of industry to other lines of 
production. 

Thirdly, it must be borne in mind that backward.areas will 
not automatically be brought to the same level of development 
as more advanced areas merely by free economic communication 
with them. They will not fully benefit from lower labour costs 
or from higher productivity of investments. unless a special 
effort is made to provide them with the necessary infra-structure. 
Thus it is important to promote regional development and local 
employment, which is the only way to prevent the gap between 
production levels and living standards in different areas from 
growing wider still • 

The co-ordination of economic policies, the capital 
equipment of the under~developed areas and the absorption of 
unemployed labour will set up conditions for the free 
circulation not' only of products and services but also, as 
time goes on, of the main proc~uction factors - capitHl and 
manpower. 

All this will offer more hopeful prospects to the 
unemployed, who, from being a burc1en on certain countries, will 
become one of Europe's major resources. 

The creation of new resources, the utilisation of those 
so far untapped, the pooling of production factors: together· 
these form the essential contribution that the common market 
should make towards raising the standard of living. 

It is worth recording here that certain regional develop
ment plans are already in progress and others may be undertaken 
later. 

These plans must go forwt:1.rd side by side with the building_ 
up of the common market, so that efforts are not made at cross 
purposes and regional development schemes can be brought to 
fruition within a framework of economic co-operation and unity. 
Proposals in this sense migh~ well be put forward by the 
countries concerned and by the European Commission. 

III 

(A) Sweeping chang0s of this kind will naturally take a 
considerable time; the precise period does not matter to within 
a year or, so. Th~ common market will be all the more solidly 
based since the time taken over its establishment will have 

./. 
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allowed for a progressive alignment of monetary and social 
policies. 

Countries whose general economic ·situation allows of 
more rapid advances in the abolition of restrictions should 
of course contribute in this way to the establishment of the 
oommon market. On the other hand, it may be necessary to allow 
safeguard clauses in order to tide a country over temporary 
difficulties. But there must be some end to delays and excep
tions, because the necessary adjustments in government policy 
and in industrial management will be made the more readily if 
it is realised that there is no stopping or turning back. 

The general common market can be set up, therefore, only 
after a transition period, itself divided into successive stages. 

In this way it will be possible to satisfy three essential 
conditions. In the first place, no stage must'be regarded as 
complete in itself; it is a step along a path which must be 
travelled to the end. At the same time, each stage has a c0rtain 
cohesion; it forms a complex of developments which must be set 
in motion concurrently, since they are complementary and accessory 
to each other. Lastly, though the final aim and general principles 
are firmly established, we must be able to modify our course in 
the light of experience or of unforeseen circumstances. 

The plan of action for the first stage must be worked out 
in detail. Later, as the scheme gets under way, there must be 
no calling into question wh~t has been accomplished in each 
successive stage, and no need for fresh parliamentary ratification. 
The regulations and arrangements laid down for the first stage must 
remain in force, except as they may be replaced by alternatives 
expressly provided for in the Treaty. 

It is proposed to complete the establishment of the common 
market in three stages, each lastin6 four years and followed if 
need be by a supplementary period of no more than three years at 
the outside. 

.The time-limit must in any event be the same for the entire 
system of the common market: abolition of customs duties a·n::1, 
quotas, introduction of a single external tariff, abolition of 
different regulo.tions of inc1 i vidual markets, e stabl ishmen t if 
necessary of common rules or a corrrrnon organisation, free move
ment of capital and manpower, cessation of temporary exceptions, 
and adoption of common fiscal and social legislation in the 
fields prescribed. The fixing of this time-limit does not imply 
that we rule out in advance, as a matter of principle, any 
proposal to introduce or maintain certain temporary exceptions, 
even when the transition period is over, if in spite of all our 
efforts they appear indispensable in order to obviate profound and 
persistent disturbances in the economies of the Member States. 

These exceptions should be kept within agreed limits and be made 
only with the assent of the common institutions. Mo-reover, it is 
self,-e.vident that adaptation must be fac ili ta ted by arrange
ments whereby, at the instance of a member state or of the 
common institutions, a certain flexibility can be allowed in 

./. 
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can be allowed in the operation ·of the treaty where circumstancEs 
so require. 

(B) Certainty of aim, combined with the necessary flexibilit 
in the means of its attainment·, is compatible with the rules 
observed between nations in the formation of a common market. 
The six countries undertaking this project have assumed obliga
tions in the Organisation for "European Economic Co-operation 
and in the International Trade Organisation which rests upon 
the General Agreement on Tariffs and Trade. 

In the O.E.E.C., liberalisation of trade, which should in 
principle benefit all member countries alike, may be expedited 
by a broader or more generous relaxation of quantitative 
restrictions between countries bound by a particular customs 
r~gime. In the International Trade Organisation, a mere lowering 
of customs duties between the European countries would constitute, 
under the terms of th~ Agreement from which the Organisation 
arises, a preference which normally should be authorised by a 
majority of the member countries - a majority it would be 
di.f.ficult to find; on the other hand, Article XXIV of' this 
Agreement allowes exceptions to the application of' the most
favoured-nation clause for countri~s proposing to rorm among 
themselves a free trade area or a customs union. 

Both the latter systems provide for the abolition of 
customs duties between their member countries, but the first 
acknowledges the existence of' different tariffs (and therefore 
envisages separate customs negotiations) with third.countries, 
whereas a customs union implies the establishment of a common 
tariff'. 

Between countries with common .frontiers, as on the European 
mainland, the creation of a free trade aroo. would run up against 
almost insurmountable practical difficulties. Differences in 
tariff levels might mean that each country might receive its 
imports .from third countries by transit through the territory 
of other member states. Free circulation would therefore have 
to be r~stricted to the domestic productioi1 of the memper states, 
but this would necessitate maintaining all controls at the 
internal frontiers of the co:rm;non market area. 

A second objection may be made on economic grounds. If' 
the free trade zone were to allow different trade policies and 
different customs tariffs in respect of third countries, it· 
would permit the maintenance of different rates of exchange 
from those which would obtain if' there were a common approach 
towards third countries. This system, then, would affect the 
balance and nature of trade even within the common market; 

./. 
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it would be an impediment to conditions which in the long run 
would ensure the stability and prosperity of this internal 
market • 

. The proposal, therefore, is to set up the common market 
in the form of a customs union, in which case GATT requ:Lres 
that three conditions be setisfied. 

The first is that the removal of customs barriers should 
apply to the greater part of all trade between the member 
countries forming tho union. It is suggested that the common 
market should extend to all branches of economic activity. 

The second is that the customs union should be set up 
within a reasonable space of time. For such a profound and 
far-reachin6 transformation, no-one would consider a period of 
ten or even fifteen years unreasonable. 

The third condition is that the overall incidence of the 
common tariff should not be greater than that of the separate 
tariffs it replaces. The-external tariff should be calculated 
to satisfy this condition. 

In this way, the common market will be safe from the danger 
of constituting a highly protectionist area tending to cut 
itself off from the rest of the world or to distort the pattern 
of trade. A high level of protection is out of the 
question. Further, though the continental countries have over
riding reasons of an economic and technical nature for choosing 
the customs union, this does not exclude the possibility of 
superimposing upon it a free trade area in respect of a country 
which, owing to such considerations as distance, freight charges 
and handling, can maintain a separate tariff in respect of third 
countries without risk of trade being diverted elsewhere. 

The common market, with all its rights and obligations, 
will of course be open to any country prepared to accept its 
rules. If other countrios show no willingness to join, negotia
tions should be begun as soon as possible to arrive at some form 
of close association with them. 

It will also be necessary to stipulate the precise relation
-shi-p3between member countries of the common market and broader
based internationa organisations with wider spheres of competence. 
The two types of organisat~on, far from being incompatible, would 
be complementary to each other; in fields of common activity, 
the restricted group of countries forming a customs union would 
have no difficulty in falling in with international organisations 
for co-operation between independent economic units. 

./. 
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IV 

(A) From this very broad outline of conditions for the 
establishment and operation of a common market it is possible 
to determine the necessary practical measures, which may be 
summed up as follows: 

to ensure that the member countries fulfil their 
obligations; 

- to ensure that commercial undertakings observe the 
rules of fnir competition; 

- to determine conditions for the maintenance, or 
abolition as the case may be, of subsidies or 
other practices similar in effect; 

- to alleviate price distortions and to pave the way 
for harmonisation of legislation in so far as this 
may be necessary or desirable; 

- to give effect to provisions for re-adaptation and 
the development of investments; 

- to superviBe any application of waivers and saving 
clauses; 

- to promote a common policy in relations with third 
countries; 

to secure a concerted effort to maintain monetary 
stability and a high level of employment and activity. 

It is impossible to lay down in detail in the text of the 
treaty itself all the rules and obligations necessary for these 
tasks. The more the operation of the market and changing 
circumstances call for flexibility, the more must we rely on 
institutions with special powers and on a diversity of procedure 
adequate for the handling of the manifold problems that may 
arise. In particular; it is impossible to determine in advance 
the exact mechanism by which capital movements will be freed, 
domestic regulations modified in the sense required by a prc
gressive integration of services, and a common organisation set 
afoot for the marketing of certain agricultural products • 

. /. 
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These additional arrangements, for which provision is made 
in the treaty, will be settled in due course by the organs 
set up thereby. 

The first guiding principle would appear to be that 
pending closer unification of monetary, financial and social 
policy a distinction must be made between questions of general 
economic policy, which remain the province of the governments, 
and questions connected with the actual operation of the 
common market. 

The second principle is that, in the interests of 
producers themselves and in order to afford them the necessary 
security, there must be some direct method of enforcing the 
rules of f·s.ir oompoti tion. In view of the need for rapid 
inspection and prompt decisions, the roundabout procedure 
adopted in intergovernmental relations or organisations would 
not meet the case. Moreover, it is difficult to see how 
supervision over the fulfilment of obligations, or the 
application of saving clauses could.be subject to a vote by 
the governments; a unanimity rule would allow governments to 
apply their veto or to drive a bargain for their consent, and 
a majority vote might represent a coalition of interests more 
than an impartial recognition of right. For both these 
reasons it appears indispensable to create an organ with 
independent powers responsible to the whole group. 

The third principle is that general economic policies, 
which are the province of the governments, can so decisively 
affect the functioning of the common market that there must 
be arrangements to facilitate agreement and ensure better 
co-ordination through proposals made by the common institution 
in this field. Some decisions are in fact so vital to the 
operation and develo,pment of the market that, on a proposal 
by this inst.i tut ion, whose impart5.ali ty sh )11 ld be be,:-"ond dou'.Jt, 
prov"Lsion must tJe made for the unanimity rnle to be set 
aside in certain specific cases or after the lapse of a 
stipulated period of time. 

The··~ourth principle is that provision must be made for 
legal jurtsdiction and parliamentary control. 

(B) From the above considerations it will be seen that 
four separate institutions must be set up. 

./. 
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Consultation between the governments with a view to co
ordination of general policy both between themselves and with 
the community will take place through a Council of Ministers, 
the body through which the governments will take joint 
decisions. Unanimity will be the rule, but it will not be 
affected by abstentions. In cases where the unanimity rule 
is set aside, there will be a need for a certain limited 
weighting of votes, as between representatives of countries 
very unequal in size, in order to define a qualified majority. 

A European Commission, whose chairman and members will 
be appointed by the governments conjointly, and which will act 
by simple majority, will be responsible for ensuring implemen
tation of the treaty and the operation and development of the. 
common market. The Commission will have powers of decision 
according to the nature of the case: it will investigate 
matters which may give rise to legal process; it will make 
recommendations to the Council; it will have executive powers 
in regard to conversion of industry and the approval of invest
ment ~rogrammes financed by common funds. It will confer with 
the interested parties through committees it will set up for 
this purpose. 

The Court, which will be that of the E.c.s.c., will have 
jurisdiction over complaints concerning infringement of the 
treaty by the Member States or by individual firms and over 
appeals against the decisions of the European Commission, 
which it may annul, though it will not be empowered to give 
a different decision. 

In order to preserve unity of jurisdiction over a wide 
range of cases, the Court may form special divisions, with 
the possibility of referring difficult cases or those where 
jurisprudence is at variance to a bench of divisional judges; 
the number of judges may be increased according to requirements; 
in some matters, it may be provided in the rules of procedure 
of the Court that the divisions may be of mixed composition, 
i.e. that they should include economic or technical assessors. 

Parliamentary control will be exercised by the Common 
Assembly of the European Coal and Steel Communj_ty, in which 
the number of representatives could be considerably increased; 
the proportions of the various national delegations should 
however be modified, so as to give relatively more weight to 
the three largest countries. The European Commission would 
be. responsible to this Assembly, which should have the power 
to pass a vote of censure. The budget proposals for the 

./. 
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several institutions will be submitted to this Assembly, which 
can either approve them as a whole or refer them back for 
amendment. Apart from this, there must be arrangements for 
strict financial supervision. It will be the function of the 
Assembly to approve the general decisions of the Commission 
an1 propdsals made to the Council fo~ modifications to the 
process of removing trade barriers or for measures to be 
taken in pursuance of the treaty for the free movement of 
capital, the organisation of certain agricultural markets 
and the integration of services. 

Furthermore, it is proposed to create an independent 
investment fund for the purpose of financing projects of 
European interest, regional development programmes and the 
conversion of industry. The fund will be administered in 
accordance with normal banking principles,but for the general 
guidance of its activities it will receive directives from 
a Governing Body comprising representatives of the member 
stat~s and of the Europoan Commission. 

./ . 
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SECTION I 

MERGING THE MARKETS 

Chapter 1 

THE CUSTOMS UNION 

SG/A (56) 4 

(i) Abolition of customs duties within 
the common market 

The progressive elimination of customs duties between 
the member countries will determine the timing of the whole 
series of measures designed to culminate in the final 
establishment of the· common market. 

As the common market is to apply to all economic 
activities, the. abolition of customs duties should proceed 
simultaneously over the whole range of production. 

The simplest method would have been to reduce at regular 
intervals, by an equal percentage, each of the current duties 
in each country. This would be an arbitrary and automatic ·. 
procedure, which would make no allowance for the sensitivity 
of certain products and might result in frequent reliance on 
saving clauses. It will therefore apply only to the initial 
reduction, more flexibility being allowed in the later stages. 

' . 

This flexibility may be attained.by making the amount of 
reduction apply, not to each individual product, but as an 
average over groups of products. The question then arises 
as to how these groups should be composed. 

If there existed a perfect system of international 
classification, with statistics based on a standardised 
nomenclature, it is within this framework that the grouping 
could have been made. But international nomenclature is as 
yet rudimentary, so that there is no standard basis for statistics. 
Time would be wasted in the discussion of marginal cases and 
statistical data with no cQnsistent basis of comparison. The 
method proposed is altogether different: it is to classify 
products in each country by reference to the rate of duty they 
bear. 

./. 
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Up to 10% and over 50% duties would be considered 
in blocks of 5 points; between these limits, which cover 
the bulk of all current duties, they would be divided into 
blocks of 2.1/2 points. 

Yet if the reductions were to apply as an average over 
each block, the system would encounter two difficulties. 
Firstly, even the lowest rates of duty would have to be 
abated, whilst foreign competitors of the industries con
cerned would provisionally enjoy a high degree of protection. 
Secondly, there would be no inducement to make greater 
reductions of the duties in the higher brackets to counter
balance delay in the-abatement- of--dutie-s which-are -l·ower but 
apply to sensitive products. It is-therefore proposed to 
allow each government, in its computation of the average 
abatement, to bracket the blocks in pairs at its own 
discretion. 

The average reduction is itself arrived at by a proces~ 
of weighting the percentage reduction of duties on each ·product 
by a factor representing the value of imports of this product 
from other member countries of the common market. No· single 
base year can be taken without leaving too much to chance. 
Furthermore, a fixed basis of reference may become meaningless 
by the time the 12 or 15 years allowed for the establishment 
of the market ha~e gone by, and would make it impossible to 
modify action in the light of experience. It is· proposed to 
calculate the reduction at each stage on the imports_ of the 
last three years for which statistics are available. 

Duties of a prohibitive character are not· adequately 
reflected in calculating the average, since their incidence is 
restricted or non-existent. Means must therefore be found 
of bringing them into the general reduction scheme. It is 
proposed that duties higher than'30% should be abated at 
each stage by at least.half of the percentage reduction to 
be applied as an average over each group. 

A process designed to bring about the final abolition 
of tariffs would be unworkable if it took as a basis for 
reductions tariffs that are not in fact applied. Nor can· the 
starting-point be simply the tariff in force at the time of 
the first abatement, since this would give the governments 
an incentive to increase their duties. It is proposed, therefore, 
to take as a basis the average tariff levied in 1953, 1954 and 
1955, ignoririg incidental abatements effective over a very 
limited time, but any tariff recently brought below this average 
level as a result of international negotiations would be sub
stituted for this. 

./. 
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In the case of certain products, customs duties are not 
so much protective as a tax on consumption; this applies to 
so-called fiscal duties. These should also come into the 
general scheme for progressive abolition. 

The governments are f.ree to introduce or to raise by way of 
compensation their taxes on consumption or excise duties, 
which will be subject in international trade to the rules of 
exemption for outgoing and compensation for incoming traffic, 
in so far as their application has not been rendered unnecessary 
by the progressive harmonisation of fiscal legislation. 

For the first four-year stage after the treaty hascome 
into force the schedule.of reductions would be as follows: 
10% at the end of the first year followed by 10% every 18 months, 
amounting to 30% in 4 years. 

During the second stage, the first two reductions of 10% 
would take place at the end of successive periods of 18 months, 
and the third at the end of the eighth year, leaving 40% to 
be eliminated in the third stage. 

For the second and third stages, the schedule laid down 
may be m~dified on the proposal of the European Commission, 
if approved by the Assembly and adopted by the Council acting 
by a qualified majority. Exten8ion of the time-limit for total 
abolition of custom~ duties, up to a maximum of~l5 ye~rs, would 
be authorised by the same procedure. Here the unanimity rule 
must be discarded, otherwise a single state could actually veto 
the flexible solutions allowed by the treaty. 

On the other hand, any shortening of the period to less 
than three four-year stages, or modification of the process 
which would have that effect, should be subject to a unanimous 
vote, since no state can be coerced into going beyond its 
formal commitmentso 

(ii) Common external duties 

'Since preference has been given to the system of a customs 
union, this will entail the establishment of a common tariff 
in respect of third countries. The following questions then 
arise: 

- the level of their tariff; 

- the process by which it will be gradually evolved 
- from the various tariffs imposed by the member countries; 
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- negotiations to allow of this tariff's being 
modified even before it is finally established, 
or to allow it to be further developed after the 
end of the transition periodo · 

There should be no controversy as to the desirable 
level of the tariff if the parties will bear in mind the 
econom~c possibilities opened up by a common market. 
It would be paradoxical to set up a common market in order 
to increase the productivity of the respective economies 
and at the same time to maintain former protective measure.s. 
In any case a high tariff is ex~luded by the GATT rules on 
the formation of a customs union. 

Moreover, fears of a rise in the CJst of living in 
countries where the tariff is increased would be unfounded 
in view of the compensation provided by the to~al abolition 
of customs duty on important products in the com~on market. 

We must remember that this gro 1J.p will be in a strong 
bargaining position when it comes to obtaining concessions 
in return for the lowering of duties below the level of the 
common tariff approved by GoAoT.To This will help to lower 
customs barriers throughout the whole field of international 
trade. 

G.A.T.T. stipulates that the common tariff in a customs 
union must not have a greater incidence than the tariffs it 
replaces. This formula does not prercribe any particular 
method of calculation; it merely requires that the overall 
total of duties payable under a common tariff shall not 
represent a higher percentage of the value of imports into 
the union than the total of the duties formerly imposed by 
the member states compared with their to,;al imports. The rule 
carries no obligation, in calculating the new tariff to apply 
a weighting factor based on the imports of past.years. There 
is in fact no reason why, when the common tariff has been 
introduced and trade agreements })ave. beE:n concluded on a common 
basis, imports into the m0mber co1,:ntri0s ::ihould show the same 
pattern as under di verg0nt trade p:)~_:i_, :;_,_, s snd s Jpo.ra te customs 
tariffs. A comparison of the overall consumption of the 
individual countries would perhaps be a better criterion of 
the import potentials of each countryo 

Were it proposed to h~se the weightin~ process upon 
imports, it would then be necessary to decide whether to apply 
to all duties a standard weighting factor derived from overall 
imports from third countries, or to weight the duties on each 
prod.uc.t according to the imports of this product o 
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If the first method were adopted, one would arrive at a 
paradoxical situation in which an essential part in determining 
customs tariffs would be played by the volume of imports -of 
raw materials, which are generally duty-free. Should the 
weighting be applied, then, to individual products in turn? 
In the absence of a common classification and statistics, 
compiled on that basis, the detailed analysis required would 
take years to carry out and there is a danger that the tariff 
so laboriously arrived at might be completely distorted. 
Even if each tariff possesses a certain internal harmony, the 
weighted duty on each item is in danger of being drawn down
wards or upwards according to the relative volume of imports 
of the particular product into low-tariff and high-tariff 
countries. 

We must therefore devise some simple method which will 
avoid unnecessary exercises in statistics while at the same 
time ensuring the internal harmony of the tariff and its 
conformity with the GATT ~ulea. The method will be to take 
the arithmetical mean between the existing duties. But a 
tariff based on a simple mathematical average would be higher 
than the level allowed by the GATT rules, and its inner 
harmony, -more especially in t~-ie relation between raw materials, 
semi-finished goods and finished goods, would not be assured. 
Both difficulties can be overcome by fixing the-maximum rates 
at different levels for raw materials, semi-finished and 
finished goods, and by substituting, in the calculation of the 
average, these maximum figures for any duties which exceed them. 

In cases where these methods fail to produce a satisfactory 
result, a solution must be sought by negotiation between the 
member states, on the basis of proposals by the European 
Commission. 

For the purpose of working out the external tariff, the 
existing duties are defined in the same way as for their 
reduction and elimination within the common market, i.e. 
purely temporary abatements are ignored and the basis taken is 
the average of the rates actually applied in 1953, 1954 and 
1955 - or the present tariff if this is lower than this average. 

This tariff must be put into effect step by step in the 
course of the transition period, in order to allow member 
states gradually to adjust their economies to this modification 
of their tariffs in respect of third countries; in order to 
prepare for negotiatj~ns with third countries; and in order to 
ensure that the establishment of the common tariff and the 
elimination of internal cus~oms proceed side by side. 

./. 
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(a) In categories of goods where the existing unadjusted 
tariffs do-not differ by more than 15% either way, or 
where they are within 3% of their arithmetical average, 
this average .figure shall apply from the time when the 
first 10% abatement takes place in customs duties 
within the common market .. 

(b) For other items, it will be at the end of the first 
4-year period that, vis-a-vis third countries, each 
country will narrow by 30% the gap between its own 
tariffs and the common tariff, repeating the process 
at the end of the second stage, finally adopting the 
common tariff from the time when customs duties will 
be completely eliminated within the common market. 
This should allow ample time to introduce the common 
nomenclature essential for the establishment of a 
common tariff - work which is already far advanced and 
must be completed as soon as possible. 

(c) The alignment of tariffs must, however, be effected 
in anticipation in cases where the reduction of 
internal duties might lead to a diversion of trade by 
reason of the disparity between external tariffs. 
Thus, when the internal tariff of country A, after· . 
abatement, no longer covers the gap between its 
external tariff and that of country B, the difference 
must be shared between the two countries; country A 
will lower, and country B will raise, its external 
tariffs, each in proportion to the gap between its 
original tariffs and the final common tariff. (1) 

( 1) 

. I. 

Assuming that the duty originally imposed on a given 
product by country A is 40%, and that by country B 
10%, the internal duty of country A no longer covers 
the .difference if it is brought down to 30% (i.e. 25% 
reduction from the original level). Let us suppose 
that it is brought down·to 24% (equivalent to a 40% 
reduction) before the average reduction of the overall 
tariff of 30% is generally applied. There is a risk 
that trade may be diverted since the total duty in 
case of transit through country B (10% plus 24%) will 
be lower than the external tariff of country A, which 
remains at 40%. The difference to be made up is 6%. 
How should this be apportioned? Let us suppose that, 
applying the rule of the adjusted mathematical 
average calculated on the four existing tariffs, the 
final common tariff on this category of goods works 
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(d) A saving clause must be provided to enable certain 
countries, in particularly difficult cases, to postpone 
raising or lowering their tariffs. The saving clause 
will apply only by agreement with the European Commission, 
which will give its consent only for a limited period 
and for items totalling not more than 5% of the imports 
from third countries of the country concerned. In these 
cases, and to th~ extent required in order to avoid 
diversion of trade, recourse must be had to certificates 
of origin, customs quotas or non-re-export covenants. 

If the Commission withholds its consent, the state 
concerned can bring the matter before the Council of Ministers 
or before the Court. 

Such are the procedures by which the level of the common 
tariff, which will be applicable failing concessions from 
third countries, will be finally established. Negotiations 
with third countries may be undertaken with the tariff thus 
·established in mind. In so far as the rules adopted by 
common agreement between the member states may result in a 
turiff lowor than the limits allowed by G.A.T.T., this tariff 
cannot be regarded as definitive. It is essential that 
negqtiations be conducted in common. The responsibility for 
them will be assumed by the European Commission, which will 
receive its instructions from the Council. As the time 
approaches for the thoroughgoing application of the tariff 
established according to the rules set forth, it may become 
necessary, in giving the Commission its instructions, to 
overcome the difficulty of the unanimity rule. 

In taking decisions regarding proposals of the European 
Commission, a qualified majority will be considered sufficient 
after the end of the second stage for modification of duties 
by not more than 30%, or 5 points, by reference to the basic 
common tariff. 

(Footno+·e (1) continued) 

out at 20%. The external tariff of A differs from 
this by 20%, and that of B by 10%. A must reduce 
its tariff by twice the amount by which B increases 
its tariff, and the new external tariff will stand 
provisionally at 36% for A and 12% for B. It should 

. I. 

be noted that this process can be repeated several times 
and even be adjusted to variations in the future final 
tariff brought about by negotiations in the course of the 
transition period. 
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These negotiations on particular customs questions are 
a different matter from general negotiations undertaken _ 
with a view to the entry of certain European countries into 
the common market or to their close association with the 
community. These latter negotiations may have profound 
repercussions-and will therefore call for unanimity on the 
part of the governments; they should be begun as soon as 
possible after the Treaty has come into force. 
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Chapter 2 

Q U O T A S 

(i) Import restrictions 

SG/li (56) 4 

11 decisive factor in the establishment of -the common 
market is the lifting of quantitGtive restrictions. The 
O.E.E.C. has made notable progress in this field. ~sis well 
known, the system is to remove quotas on one product after 
another, the object being gradually to reach a certain percent
age (taking 1948 as the base year) of imports from the other 
Qember countries of O.E.E.C. The standard now agreed upon is 
90%, computed on this basis. The target has been more than 
reached by some of the six countries, while one of them still 
falls short of it. The percentage may be reconsidered on 1st 
October 1956. 

But even in the O.E.E.C. framework this process has its 
limitations. No firm commitment has been undertaken as to a 
time-limit for 100% liberalisation. Liberalisation of the 
more sensitive products is constantly being postponed and they 
are in danger of becoming a virtually ineradicable hard core. 
Centralised purchasing is put down under the ge~eral heading of 
state trading and entirely escapes liberalisation. The base 
year goes too far back for a whole range of new manufactures to 
be included. 

The O.E.E.C. system of removing quotas successively on 
various products while allowing the maintenance or re-intro
duction of customs duties is particulsrly inappropriate where 
the aim is at the same time to scale down and finally eliminate 
customs duties. The two processes may easily conflict with 
each other. 

The maintenance of quotas on certain important products 
makes it possible, by lifting the duties on these products, to 
delay, thanks to the operation of the average, the abatement of 
customs duties on others. 

Moreover, tho gradual elimination of quotas sector by 
sector leads to the maximum delay in liberating the most sensi
tive products. There is a danger that the lifting of quotas 
will not be finally decided upon until the customs duties them~ 
selves have virtually disappeared and that it may thus run into 
the most serious difficulties. 
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It is proposed to rely on the O.E.E.C. system of trade 
liberalisation up to the time of the first reduction of cus
toms duties under the treaty. Further, it must be understood 
that any liberalisation already effected under the O.E.E.C. 
code cannot be called into question between the six countries, 
apart from cases where the treaty itself may authorise the 
application of a saving clause after liberalisation; an 
effort will also be made to maintain liberalisations agreed 
to beyond the O.E.E.C. standards. 

After the first reduction of customs duties, it will be 
necessary to intrdduco between the Six an entirely different 
principle, which may also be recommended to the other member 
countries of O.E.E.C. 

Instead of lifting quota restrictions ·entirely but only 
on one product at a time, it would be agreed to raise the 
quota allowed each year on the whole range of products. 
Successive increases will make quotas inoperative, so that 
they can be abolished without difficulty. 

Time limits would be necessary. · It would be to the 
advantage of producers that they should expire before the 
close of the transition period, ·so that sensitive products 
may benefit forj say, another year from the continuance of 
protective tariffs. Within this time-limit, under the method 
suggested, the transition period would be the longer as the 
existing protective quotas are more stringent and consequently 
the problem to be solved more difficult. 

If a reasonable starting point is taken and if the pro
cess begins early enough, an increase of th8 order of·20% each 
year over the preceding year would suffice to attain the aim 
proposed. 

There is no difficulty unless present quotas are small 
or non-existent, so that a percentage increase would be·too 
slow if it were possible at all. Hence the necessity of set
ting a minimum basis to start from, which might be, according 
to available data and at the discretion of the interested 
State: 

either a percentage (e.g. 1%) of the national pro
duction concerned; 

- or a volume of imports corresponding to the average 
figure in the community. This would be computed 
by taking the average per head of reciprocal imports 
in the six countries of the community, and multiply
ing by the population figure of the country concerned • 
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It is immediately aprarent that this automatic increase of 
quotas cuts away the basis of negotiations for bilateral quotas 
between the community countries, and that any quotas left stand
ing assume· the form of overall quotas open to all producers of 
the community alike. It will be for the member states to take 
the necessary steps to avoid all discrimination in the allot
ment of quotas, including even the issue of licences. 

!1. special pI'oblem arises where imports are regulated not 
by quotas but by State or State approved purchasing monopolies. 
In this case the authority which sets the limit to imports is 
the actual buyer. It then becomes impossible to .apply an 
automatic formula for the increase of quotas, since one cannot· 
compel the buyer to take goods he does not need. To solve this 
problem, national purchasing or import agencies must by the end 
of the transition period either have gone out of existence or 
have adapted themsalves to the conditions of the common market, 
or if necessary have given place to a common organisation. In 
the meantime, trade in the sectors affected by monopoly pur
chasing can be developed on the basis of freely negotiated 
agreements and with an eye to gradual adaptation to this 
definitive system. The European Commission will be expected 
to make proposals for the development of these forms of trade 
and for the adaptation of existing organisations with a view to 
the progressive elimination of discrimination between the dif
ferent suppliers of the corrnnon market. The same rules should 
apply to fiscal monopolies. 

(ii) Export restrictions 

At the present time, in contrast with the immediate post
war situation, export restrictions are uncommon. They may 
arise from a fear of shortage, the principal instance being 
scrap iron, which is within the province of the European Coal 
and Steel Community. They may also serve to build up reserves 
of commodities required for bilateral trade with some other 
country. 

The principle here must be that the lifting of export 
restrictions vis-a-vis the other community countries is a 
necessary counterpart to the lifting of import restrictions or 
customs duties. In consequence of lifting these restrictions 
one country may find itself more dependent on the production of 
others. There can be no question of its accepting such a 
commitment unless it is assured of regular supplies without 
discrimination, as those might be jeopardized if it were possible 
to re-introduce quantitative restrictions on exports. 
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·In certain cases, provisional export dues are charged 
which are equivalent in effect to quantitative restrictions. 
The maintenance or re-introduction of such charges is again 
incompatible with the operation of a common market. 

Since customs duties are abolished only_gradually, in the 
same way as import quotas, a transitional period can be 
allowed during which the prohibition of export restrictions or 
charges would not be absolute. It is proposed to limit this 
provisional regime to the first four-year stage, attaching the 
condition that the State concerned should consult the European 
Commission. 

Export restrictions or dues in relations with outside 
countries are subject to the terms of current international 
agreements, in particular the General ~greement on Tariffs and 
Trade; they are not in principle prohibited by the rules of 
the. common market. 

Nevertheless, they can only remain unilateral as long as 
the maintenance of certain barriers within the com_mon market 
itself continues to allow the possibility of a certain prac
tical autonomy in the trade policies of member states. To 
prevent these barriers being evaded by transit through the 
territory of other member states, recourse must be had to a 
procedure for mutual assistance analogous to that of the 
European Coal and Steel Community, which will apply only dur
ing the transit ion period 2.nd until such time as customs 
duties are completely abolished. Once that stage has been 
reached, export restrictions imposed in conformity with inter
national agreements should apply only to the community as a 
whole in its _relations with third countries. 
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Chapter 3 

S E R V I C E S 

The economic field embraces not only commodities but also 
services, which are taking up an ever larger share in general 
economic activities and general demand. They include such 
varied activities as transport, insurance, banking and finance, 
hotels, personal services, the liberal professions and public 
administrations. In the course of its work on the liberali
sation of so-called invisible transactions, the O.E.E.C. has 
done a great deal to free transactions connected with services. 
Appended to the Liberalisation Code is a list of such trans
actions on which the member states undertake to abolish all 
prohibitions and to authorise such transactions with the nec0s
sary facilities for currency transfer, subject in particular~ 
cases to clearly defined limits. This calls for a number of 
comments. 

Even for services connected with invisible transactions 
the O.E.E.C. Liberalisation Code allows member countries to 
make reservations in certain cases; furthermore, it was not 
found possible to go the whole way in regard to the important 
sectors of transport and insurance. Admittedly, transport has 
its own special problems, but surely the intention to set .up a 
common market should imply the restoration of complete freedom 
in the transfer of currency necessary for personal travel in the 
member countries of the community? 

The invisible transactions mentioned in the Liberalisation 
Code are not entirely synonymous with services in the economic 
sense of the term. They coincide for instance in regard to 
transport, insurance, services connected with the conclusion of 
transactions, advertising etc. But the noti0n of invisible 
trade goes further than this;· it includes the transfer of 
earnings or interest on capital, or contributions to overhead 
expenses from firms and subsidiaries located in different 
countries. In this sense invisibles extend to current finan
cial transactions. On the other hand, a large proportion of 
the services can never be affected by the liberalisation of 
invisible transactions, namely those which can only be rendered 
by persons or concerns pos.sessing an establishment on the spot. 
An important instance of this is retail trade. It also applies 
to personal services and even, as·regards regular practice, to 

./. 
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the liberal professions. The very nature of these activities 
precludes their being dealt with in international transactions 
and in this field liberalisation raises the question of the 
conditions to which the exercise of such activities is subject. 

No doubt it is possible to imagine cases where the render
ing of services is impeded by customs duties, as for example 
repairs carried out in another country; but in general the 
obstacles are of a quite different nature and arise from the 
regulations affecting services in various sectors. It is thus 
impossible to lay down in advance a single formula or a single 
time-limit for a common market in services. It will be the --
task o·f ·the European Commission to put in hand the len

0
othy stud- (. 

ies required, sector by sector, and to prepare appropriate 
measures. From the outset, a standstill agreement would con-
solidate the liberalisation rules adopted by the member countries 
in this matter within the framework of O.E.E.C. or G.A.T.T. 
Thereafter, the method should be based on the following 
principles: 

1. Priority must be given-to services directly and essentially 
affecting production costs, the liberalisation of which 
would contribute to the operation of the cortm1on market in 
commodities. 

2. Care must be taken to see that conditions laid down by 
domestic regulations, for such time as they remain in 
force, shall apply without discrimination-on grounds of 
nationality or residence. 

3. 

4. 

Special provisions must be made regarding admission to the 
public service. 

In liberal professions requiring a university degree, the 
recognition of equivalent qualifications must as far as 
possible become the rule. 

Current regulations must be examined in order to ascert
ain how far, or subject to what modifications, they are 
necessary in the public interest, or how far they merely 
constitute a system for the protection of established 
positions. 

By the end of the transition period, the sector of services 
must be·gove:rned by common regulations, except where the Council, 
acting by relative majority on proposals by the European 
Commission, agrees that ths regulations of certain individual 
countries be maintained. 

./. 
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Proposals by the Commission for the modification of cur
rent regulations or the working out of a common system should 
follow the above order of priority and be presented in the 
course of the first two stages. They must be submitted to the 
Assembly for approval. Up to the end of the second stage, 
their implementation must be approved by the Council unanimously. 
Later, such proposals, whether in their original form or 
amended, will require only a relative majority., 

A srecial problem arises in connection with transport 
services, where liberalisation will in various ways affect 
transport by road, water or air. When the common market is in 
full operation, all nationals of member states must be uncon
ditionally free to offer or accept transport services through
out the entire territory of member countries. This should 
become the rule by the end of the transition period at latest. 
During that period, discriminations on grounds of nationality, 
if any still exist, must be abolished. Means must be sought 
whereby transport in every member country will gradually be 
made accessible to all transport undertakings, whatever their 
place of business, provided that they comply with the terms and 
conditions obtaining in the country concerned. 

The field of transport is one in which a transition period 
is perhaps more necessary than in any other. While a common 
market in commodities allows some degree of r,geographicalr, 
protection and possibilities of specialisation whereby favour
able and unfavourable conditions tend to balance each other, the 
main factor of transport is that it brings with it into one 
country the conditions of wages, costs and taxation obtaining 
in another . 

The conclusion is that it is the establishment and the 
devel~pment of the common market in commodities, with the con
sequent gradual harm~nisation of wage-levels and social benefits, 
of fiscal systems and equipment costs, which in the long run 
will make possible the free circulation of transport services • 

. ;'. 
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Chapter 4 

AGRICULTURE 

(i) The terms of the problem 

SG/.A (,6) 4 

It is impossible to conceive a general common market in 
Europe that does not include agriculture. This is another 
sector in which enhanced productivity resulting from the 
common market, i.e. from the progressive specialisation of 
products and the broadening of outlets, can significantly 
affect the living standards of producers and consumers alike. 
Furthermore, the inclusion of agriculture in the common market 
is essential to a balanced trade between its members. 

We must of course bear in mind certain special problems 
arising from the social pattern of agriculture, which is 
mainly a family business, from the absolute necessity for 
regularity of supplies, from the instability of the market 
due to weather conditions and the inelasticity of the demand 
for certain products. It is owing to these special features 
of the agricultural industry that governments intervene on 
such a large scale in many countries - to guarantee outlets 
or prices, to organise marketing, to develop risearch and 
public information,. to assist in capi ta.l equipment. 

Another aspect of the problem is that there are wide 
disparities in yields, cost prices and selling prices in 
various parts of Europe - though for that matter just as great 
disparities are also to be found within one and the same 
country. 

This situation has three important consequences: 

(a) Barriers to trade must be removed in the agricultural 
as in all other sectors of the common market, but the 
abolition of quotas and customs duties will not alone 
suffice to ensure free circulation of products. Even 
in regulations governing external trade, agriculture is 
protected in other ways such as monopoly purchasing by 
public or semi-public bodies or trade organisations, 
seasonal prohibition, systems of special authorisation. 
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It should also be borne in mind that for a number of 
products the market in each country is subject to internal 
regulations on such matters as price fixing, area to be 
sown (and consequently yields), marketing calendar, 
purchase, absorption and liquidation of surpluses by 
stock-piling, denaturing or subsidised export. The 
factual situation is more compliated in agriculture than 
in any other economic sector except perhaps services. 

(b) The probl~ms which have necessitated the organisation 
of certain markets will not disappear on the creation 
of the common.market; rather will they call for a 
common solution. The special features of the market 
and conditions for increasing the yield of certain agri
cultural products necessitate stabilising mechanisms 
such as stock-piling, price-pegging, etc.. Organisation 
on these lines, far from being incompatible with the 
common market, can be more effectively carried out in a 
common market than by six countries acting independently. 

(c) A transition period appears to be particularly necessary 
in the agricultural sphere, and special methods may be 
needed for the gradual ironing out of differences in 
prices. During the transition period a systematic 
effort must be made to spread knowledge of the techniques 
applied in the more advanced areas, in order to narrow 
the disparity of yields. The establishment of the 
agricultural common market will be facilitated by the 

·development of the general common market, which will 
bring more in line the cost of farming equipment and will 
of itself tend to harmoniBe the general economic condi
tions. 

Action on these lines will make it possible to take 
advantage of all factors which favour the institution of a 
broad agricultural market in Europe. 

(a) In·spite of more rapid transport, perishable products still 
enjoy a geographical protection which of itself tends to 
moderate competition. 

(b) In the community countries as a whole there is a deficiency 
of many products ever.. though their consumption is not on 
the increase. 

·I. 
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(c) There a~e wide variations in the per capita consumption 
of the more valuable products; a considerable increase 
in consumption should be.possible. 

(d) The greater part of exports from.the member countries 
at present goes to third countries. Their sales to 
other common market countries will no doubt expand, 
but exports outside the common.market will continue to 
absorb a large proportion of production. 

(ii) An agricultural policy 

The common agricultural market cannot operate and expand 
without a definite policy in regard to several fundamental 
questions: 

(a) In view of the importance of regular supplies, how far 
does the community expect to meet requirements from its 
own resources, or how far does it intend to specialise 
with an eye tq world markets and export possibilities? 

(b)' Assuming that agriculture will continue on the basis of 
family farming rather than large-scale undertakings, by 
what means, and in particular by .. what incentives to 
agricultural co-operation in various forms, can this 
structure be reconciled with the development of modern 
methods of production and commercialisation? 

(c) Assuming that economic progress may gradually reduce 
the .proportion· of· working ·population employed in agri
culture, to what extent and at what rate can the labour 
force so rele~sed be provided locally with other employ
ment, whethe~ full or pa~t time? 

(d) In the case of certain products a free market leads to 
wide price fluctuations. What degree of stabilisation 
is aimed at and for what particular products? 

(e) In certain areas of the community there is room for 
an increase in the consumption of certain products; 
in the case of what items is it proposed to encourage 
this development? 

·/. 
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These .problems cannot all be answered at a stroke of the 
pen. 

The task is, therefore, to determine the framework in 
which it will be possible to plan and carry into effect this 
agricultural policy. It cannot be laid down in advance for 
the whole range of products; still less will it be possible 
to make hard and fast plans for particular products. Rather 
must our aims and procedure be made sufficiently flexible 
for the use of whatever facilities and arrangements may prove 
to be necessary. 

Nor can this policy be worked out from a mere confronta
tion of divergent national policies, since these correspond . 
with different situations and are directed towards different 
aims from those associated with the common market. Unity of 
conception in the policy of the community is not incompatible 
with a diversity of methods appropriate to the situation and 
propensities of particular regions; on the contrary, this 
diversity provides the answer to the necessity for specialisa
tion which the common market will encourage. 

In addition to specialisation, the objectives of agricul
tural policy must be the stabilisation of markets, the 
ensuring of regular supplies, the maintenance of sufficiently 
high earnings for undertakings of average productivity, and 
gradual adjustments to the agricultural structure and methods 
of husbandry. 

(iii) J.\ common agricultural market 

We must now define a final regime and transitional proce
dures for both the internal and the external relations of the. 
community. 

The general principle must be that as barriers to trade 
within the common market a.re lowered and finally eliminated, 
and disparities in the r~gulations laid down behind these 
protective barriers are gradually smoothed out, the common 
policy, or even, for certain products, joint regulations, 
must be put into effect concurrently with these measures. 

·/. 
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By the end of the transition period~ neither within the 
market nor in its external relations must there be isolated 
regulations still standing which vary from country to country; 
they must either have disappeared or have been superseded by a 
common system. This.is a necessary consequence of the gradual 
abolition of customs duties and quotas within the community • 

:1.. TRLNS IT IONi\L J.VIE/,.SURES 

In the progressive establishment of the agricultural 
common market, a cleer distinction must be made between the 
application of general methods and recourse to special provi
sions. 

(a) Customs_dutie~ 

Since abatement of customs duty will be made at each 
stage on the basis of averages over products grouped together 
according to the rate of duty imposed in each country, it would 
seem inappropriate to place· agricultural products in a group 
apart; they must take their place in the same groups as 
other products. Furthermore, we must take steps to prevent 
the introduction or maintenance of certain internal taxes on 
conswaption which amount to discrimination against the products 
of other member states. 

With regard to the gradual elimination of .quotas, possible 
methods will be to increase them steadily year by year or 
gra.dually to shorten the period of the year during which they 
apply. For certain products, however, the market is at times 
so sensitive that recourse must be had to the special method 
of a ban on imports when selling prices fall below a given 
level. Some process must be devised whereby this form of 
quota also may be gradually eliminated. It will work on the 
principle that quantitative restrictions can automatically be 
dropped.when a balance is reached with the prices, including 
freight, of products on the particular market. The critical 
point for the ban on imports, now established unilaterally by 
each country, must be gradually lowered so as to bring about 
this balance; 

In the case of products n&w marketed on a national basis, 
trade can only be expanded, while the national organisation 
continues in being, by contractual obligations for its develop-· 
ment, until a unified market is set up by a cormnon organisation • 

. /. 
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The general method of establishing a common external 
tariff will also apply to agriculture; in the early 
stages, by maintaining certain quotas within the community 

"it will be possible to maintain those established by the 
member countries in respect of third countries, but by 
rendering the former more elastic it will be possible 
gradually to harmonise the latter until a unified trade 
policy is established. 

The most important problem is that of regulations 
on both internal and external trade. Though their 
objects may be perfectly valid, it cannot be denied that 
in many cases they have had the effect of perpetuating 
unjustifiable forms of protection, unexportable surpluses 
and out-of-date farming methods. They must be scrutinised 
to determine whether they are not more restrictive than 
is necessary for their proper purpose. The gradual 
removal of these regulations or their replacement by a 
common system will take place automBtically as standards 
are worked out with which the various national regulations 
must be brought into alignment and w·i th which the new 
common rules must correspond. 

B. THE FIN/'.L SYSTEM ',, 

The system finally established for agriculture wi·11 
not apply equally to all products. During the transi-
tion period, a small number of products will be singled 
out which call for an organisation of markets because 
they present sp·ecial problems 8nd are important sources 
of income for farmers. These products will have a 
special place in the general system by reason of this 
joint market organisation. As a preparatory step, it 
will be necessary to make a forecast of production and 
requirements which will determine measures to develop 
consumption, arrangements for the disposal of-surpluses 
and finally the degree of protection required. The 
market organisation will involve the establishment of 
stabilising machinery, which may be based on import 
monopolies of commodities for resale in the internal 
market at a fixed price. If these indirect methods 
are inadequate, they may be supplemented by buying in 
for stock or price guarantees. Nevertheless, in the 
exceptional case where a national economy is so 

./. 
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narrow and so little diversified that it cannot absorb pro
found lo"ng-term disturbances in the agricultural sector, 
special methods would have to be devised to supplement where 
necessary the stabilising machinery proposed • 

With regard to .other products, a free market must be 
allowed to operate within the community and protection in 
respect of outside countries must be confined to customs 
duties, accompanied by anti-dumping measures, preferably in 
the form of quotas. In so far as they are compatible with 
international obligations, such quotas should as far as possibl 
be seasonal rather than permanent. 

rt is essential that measures to organise the common 
market should not supersede national regulations only to 
create a vast group protected against outside competition and 
basing its prices on its own marg:Lnal production. 

Two problems arise, however, in the question of competitio 
with outside countries: 

Firstly, many markets are distorted by the policies of 
large-scale producers who sell off their surpluses at 
low prices in order to command higher prices in their 
own market and maintain a higher rate of production. 
It is not showing undue preference for the products of 
other community countries to purchase them when their 
prices are reasonable in comparison with the home 
prices of outside countries,. without attempting to cl.rive 
them down to the prices at which the latter countries 
offe~ their surplus stocks. 

Secondly, we must not under-estimate the rise in world 
prices which would occur if European production were to 
dwindle in volume owing to.price levels falling out of 
line with production costs. Here it is particularly 
necessary to take the long view, which may make it easier 
for some partners in the community to ~enounce the short
sighted benefits of the prices asked by certain outside 
countries. 

It will be necessary, however, to consider the problem 
of commodities imported for use in the production of 
goods for export in the competitive conditions of outside 
markets. 

Exemption from or reminbursement of customs duties will 
still be possible in the case of com.moditios for re
export or raw materials used in products exported to 
outside countries, but they will no longer be justified 

./. 
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for commodities sold in the common market. 
Furthermore, the difference between the prices 
of raw materials bought in the common market and 
world prices can be covered by subsidies, provided 
that these are no higher than is necessary to place 
exporters of the community on level terms with 
their competitors in outside markets. 

In this gradual modification of national regulations, 
coupled with the elaboration and implementation of a 
common policy, a task of fundamental importance will 
devolve upon the European Commission. _ The Commission 
will examine current regulations and make proposals for 
a common policy and organisation within a period of two 
years. These proposals will bo submitted to the .ts sembly 
for approval. During the first four-year period they 
will require the unanimous approval of the Council of 
Ministers. From the second stage onwards they will 
take effect throughout the community, if adopted, either 
as they stand or in an amended form, by a relative 
majority. 

Moreover, agricultural policy will take advantage 
of the arrangements and facilities provided for progres
sive adaptation to the common market and for the more 
rational uso and development of productive resources. 

• 
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SECTION II 

A POLICY FOR THE COMMON MARKET 

Chapter 1 

COMPETITION 

SG/A ( 56) 4 

As already became apparent in dealing with problems 
arising in agriculture, it is desirable to consider what 
steps should be taken to ensure that the merging of the 
markets will· lead to the most rational distribution of acti
vity, a general raising of the standard of living and a more 
rapid rate of exnansion. In order to meet the~e essential 
requirements, a policy for the common market must correct or 
supplement the automatic functioning of the market by means 
of common rules, procedure and action. 

( j_) Rule~lyir:,g to P.ro_gyce£.§_ 

(a) THE PROBLEM OF DISCRlMINATION 

A common market would not automatically lead to the most 
rational distribution of activity if producers retained the 
option or· supplying users on different terms, especially 
accordin~ to their nationality or country of residence. Thus 
it is that the p~6bl~m cf discrimination arises. 

Discrimination m'ly take widely differing forms; it may, 
for example, be exercised in respect of quality or periods 
of delivery. It may, in some cases, extend to a refusal, on 
some pretext or other, to sell,, In most cases, discrimina
tion takes place in connection with prices., either in the form 
of dual prices, that is to say, more unfavourable terms out
side the home market of the supplier, or in the form of 
dumping, with the prices quoted being lower than those demanded 
by the suppli~r on his ho~e market. 

· These problems; whlc h give rise to cons id1.:;rable diff i
culties in traditional international trade and place serious 
obstacles in the way of the liberalisation of trade or a 
reduction.in customs duties, tend, on the other hand, 
gradually to disappear on a true conunon market. A supplier 
cannot permanently demand prices above his usual rates if 

·/. 
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users have the possibility of applying to a competitor. Nor 
can dumping be maintained for any length of time, if the buyer 
on the supplier's home market can buy that firm's products on 
the other markets on which it quotes lower prices, In other 
words, a supplier can undertake dumping on other markets to 
the extent to which it is protected on the home market, Simul
taneous and reciprocal abolition of obstacles to trade within 
the common market will of itself gradually help to dispose of 
this problem, It will not, however, be possible for this 
machinery to be fully effective during the period of transition, 

During that period, nothing can prevent governments from 
maintaining or introducing anti-dumping legislation in accor
dance with the provisions of G,A,T•T• In the event of such. 
legislation being undmly restrictiv~ the European Commission 
may ask for it to be a.mended; where no agreement is rea,ched 
on this point, the Commission or another Government may bring 
action before the Court. 

Abusive implementation of legislation in force would 
itself conflict with the treaty; the injured parties or the 
government of their country might therefore bring action before 
the Court. The European Commission would be responsible for 
preparing the action. 0 

It would obviously be preferable to enact uniform legis
lation in the various countries; the European Commission 
should be empowered to submit proposals to this end, 

At the end of the transition period, anti-dumping regu
lations should in any event be uniform for the .. whole of the -
countries o.f the common market in their relations with non
member countries, 

(b) THE PROBLEM OF MONOPOLIES 

In the final stage of the transition period the complete 
removal of obstacles to trade will have eliminated any possi
bility of discrimination among suppliers competing with each_ 
other. Discrimination will then be possible only where 
supply undertakings enjoy a position of monopoly on account 
of their size, their specialisation or the agreements con
cluded by them, Action against discrimination will there
fore have to be included in the measures taken to preclude. 
the creation of monopolies within the common market. The 
treaty should lay down fundamental rules on these points, 

The common rules and procedure might be limited to 
practices affecting international trade, it being left to 

·/. 
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the individual States themselves to prevent discrimination or 
the conclusion of purely local agreements. 

1. A8tion in cases of discrimination would be justified 
where the buyer was in fact obliged to submit to the 
supplier 1 s conditions and was thereby prejudiced in his 
ability to compete; that is to say where suppliers, by 
virtue of their dominant position on the market or of agree
ments with other suppliers discriminate against users who are 
competing with each other • 

In such circumstances, the discriminatory practices 
which the Community sets out to abolish may concern prices 
or other conditions in comparable transactions or refusal to 
supply. 

Discriminatory action by users against suppliers would be 
defined in accordance with the same criteria. · 

2. The Treaty should contain general provisions ensuring 
that monopoly positions or abusive practices do not lead to 
frustration of the conunon market. In this connection steps 
should be taken to prevent 

- any distribution of markets by agreement among enter
. prises, since this would be tantamount to setting up

cartelsJ 

- agreements to restrict production or limit technical 
. progress, since such agreements would. run counter to 

efforts to bring about greater productivity; 

monopoly or partial domination of the market for a 
.. product by a single enterprise, since this would do 

away wjth one of the essential advantages of a large 
market, namely that of reconciling the use of mass 
production methods and the maintenance of competition. 

The principles embodied in the Treaty must be precise 
enough to enable the European Commission to draw up general 
implementing regulations, to be submitted to the Assembly 
for approval. The purpose of the regulations would be to 
enable deta'lled rules to be worked out concerning discrimi
nation, to organise control of mergers, to prohibit agree~ 
ments to distribute or exploit markets, limit production or 
restrict technical progress. 

These regul~tions might, if desired, be made the subject 
of appeal _to the court. 

•/ I 
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For the purposes of concrete implementation it would be 
desirable to lay down procedure to ensure that as far as 
possible the Court should not be called upon to deal with an 
unduly large-number of cases. To this end the European 
Commission would set up an advisory committee on agreements 
and discriminatory practices, to assist the Court in its task 
of conciliation and arbitration. In the event of the parties 
not agreeing to a solution within a period which might be 
fixed at two months, the governments or the European Commission 
itself might take action before the Court. In all cases the 
legal proceedings would be prepared by the European Commission. 

It would be. desirable for such problems to be considered 
by mixed specialised tribunals provided for in the organisa
tion of the Court, on which economic or technical experts 
would sit alongside jurists. 

This is not, however, a sphere in which general solutions 
can be laid down from the outset for all cases likely to arise. 
It may be expected that as the progress of the common market 
promotes relations and trade among enterprises in the various 
countries greater economic development will take place and a 
new attitude to it evolve. In particular, no attempt should 
be made to lay down hard-and-fast rules concerning the 
acceptance or refusal of .orders or dates of delivery, any 
more than buyers can be expected to increase their demand and 
give up their traditional commercial relations. 

Only in the case of administrative authorities or enter
prises directly responsible to the State will it b·e necessary 
to eliminate provisions granting exclusive or preferential 
consideration to government undertakings for the supply of 
goods or the execution of public works. It should, however, 
be borne in mind that the most flagrant discriminatory 
practices are carried out by sellers upon government instruc
tions or with government assistance. The competition rules, 
imposed upon States would, therefore, to a large extent 
facilitate or even supersede the imposition of such rules 
upon enterprises. 

(ii) Rules concerning government assistance 

One of the essential guarantees which must be given to 
enterprises is that there will be no unfair competition as a 
.result of artificial advantages being given to their competitors. 

, Any assistance given by governments must therefore be very 
closely examined, whatever form it may take; exemption granted 
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to a category of enterprises or a branch of industry in 
respect of general obligations would be tantamount to a grant 
out of public funds and would therefore be examined accor
dingly. 

It will be necessary to lay down the general principles and 
the procedure to be observed in this connection, and the extent 
to which restrictions may be waived. 

As a general rule, whatever form assistance may take, it 
will be incompatible with a common market if it is prejudicial 
to fair competition and the distribution of activity by 
favouring particular enterprises or branches of production. 

This criterion at once excludes any question of incom
patibility in the case of many kinds of government assistance, 
such as: 

- subsidies granted to individual consumers who do not 
ｾ＠ enter into the production cycle and do not compete with 

each other, are an instrument of social policy and a 
means of redistributing revenue, thereby remaining 
under government control. Provided such subsidies 
are granted without regard to the origin of the 
products, they have no effect upon the common market. 
The same applies to assistance given to public utility 
undertakings, such as schools, hospitals, research 
institutes and charitable organisations; 

- general policy may attach considerable importance to 
ｾ＠ the development of certain areas in order to avoid 

unduly large urban concentrations or to maintain 
.balance among social groups. Subsidies granted for 
this purpose would only serve to compensate the branches 
of economy concerned for the disadvantages borne by 
them for the good of all. It is from this point of 
view that, in particular, assistance given to agri
culture in special areas (such as in mountain districts 
or where the soil is poor) should be considered, and 
for greater industrial decentralisation likely to 
provide full or part-time employment to surplus land
workers. 

Apart from these exceptions of a more permanent nature, 
subsidies may continue to be granted on a temporary basis: 

- during the transition period, it may be advisable to 
ｾ＠ continue or even to institute direct aid to certain 

marginal undertakings to enable them to carry on or to 
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adapt themselves to new conditions; this p~ocedure, 
especially if steps are taken to ensure that the funds 
are put to productive use, will preclude prices from 
being established at cost level or the reduction of 
protective measures from having to be slowed down for 
the whole of the branches of industry to which the 
enterprises concerned belong; 

- assistance may be granted on a temporary basis if it 
does not favour particular enterprises,. but compensates 
for distortions harmful to them. 

The task of distinguishing between the various forms of 
assistance, according to their economic effect and the extent 
to which they contribute to the gradual and smooth establish
ment of the common market should be entrusted to the European 
Commission, which should be notified by the States concerned 
of the assistance granted; the Commission should, however, be 
entitled to examine such assistance in the light of its own 
information or at the request of another government. 

The Commission would be respohsible, after consulting the 
Council and subject to appeal to the Court by the States 
affected by the decision, for deciding upon the compatibility 
of particular public assistance with the common market, or 
upon the conditions and periods attaching to temporary 
waivers. It should, however, be noted that certain kinds 
of action, while formally consisting of assi.stance or sub
sidies, do not concern particular enterprises or sectors, .. 
but are of importance to the economy as a whole. In such 
cases the Commission is not competent to decide on its own 
the question of incompatibility, but must, in the initial 
stage, have the unanimous agreement of the Council. Later 
the support of a qualified majority is sufficient. 

·/. 
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Chapter 2 

C.ORRECTION OF DISTORTIONS AND HARMONISATION 
OF IEGISLATION. 

(i) Distortions 

Apart from open discrimination and action favouring 
certain enterprises or branches of production, legislative 
provisions and administrative regulations may affect cost 
prices to such an extent that careful examination should be 
made of the question whether by their ~:~~ot ~~:?et ~p0u prices or 
their disparity in two or more countries, some of them might 
not eventually upset competitive conditions among national 
economies as a whole or in particular branches of the economy. 

Furthermore, the limits of necessary action should be 
clearly defined and certain misunderstandings dispelled. The 
differences in the burdens borne by individual national 
economies, in respect of, for example, public taxation or 
social security, do not of themselves upset competition, 
since such differences are normally compensated by the general 
conditions of foreign trade and especially the rate of 
exchange. Differences in the level of costs are, when they 
occur more or leis uniformly in the same direction, due, as a 
rule, to current rates of exchange militating against a 
properly adjusted balance of payments. Inflation favours 
imports and is prejudicial to exports. Deflation has the 
opposite effect. This general distortion should be examined 
in conjunction with suitable means oi stabilising the balance 
of payments. 

It is often believed that healthy competition can only 
take place after the main factors governing cost prices have 
been brought into line with each other. It is, on the 
contrary, by virtue of certain differences that balanced 
conditions can be brought about and trade given an opportunity 
to expand. This is true of differences in wage levels, for 
example, when they correspond to differences in productivity. 
It is in the common interest that industries in which wages 
represent a high proportion of production costs should be 
established mainly in areas where plenty of manpower is 
available; those in whioh the cost of raw materials accounts 
for the greater part of production costs :.-,· 9.r places where 
such materials are produced or delivered; those in which _ 
capital investment is largely responsible for production costs 
in countries where capital is more cheaply and readily 
available and financial burdens are lighter. Wage levels 
and rates of interest will, moreover, gradually become 
adjusted to each other to the extent to which the demand for 
labour or capital increases in those areas in which these 
production factors are cheapest. By gradually ensuring the 
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free movement of these production factors, it will be possible to 
facilitate this adjustment, which, far from being a condition for 
the,smooth working of the common market, will, on the contrary, 
be an outcome of it. 

The~e is, therefore, no point in trying to bring about, 
so to speak by order, a change in fundamental economic conditions 
as they arise out of natural resources, the level of produc
tivity and the extent of public burdens. So-called 
harmonisation would therefore result to some extent from the 
functioning of the market, the economic forces which the 
latter.. brings into play and the relations promoted by it among 
the parties concerned . 

. Deliberate and concerted action, necessary for the smooth 
working of the common market, therefore appears to be much 
more limited and must be directed towards correcting or 
eliminating the effect of specific distortions which militate 
for or ag'ainst certain branches of economy. 

Distortions benefiting· or militating against certain 
branches of industry or certain types of enterprise already 
occur, however, within individual countries. A typical 
example of this is that of the effect of cumulative taxes at 
high rates, which affect under-'cakL1gs differently, accor·ding 
to the degree ·to which they are vertically integrated. In this 
case distortion may be said to exict because a difference in 
cost price is artificially r.roatec.: ar.i.ong enterprises which 
may otherwise have the same eccnomic or technical 
characteristics. 

When two na.tional economies are merged, it may also 
happen that regulations which do not ,:sive rise to distorti_ons 
within the individual countries cor:::crneclt subsequently do so 
as a result of the disparity in t~o regulations of the 
respective countries. Where: for example, social security is 
in one country financed from contributions based on wages, the 
burden mainly falls upon industries :i.n which wages account for 
a high proportion of product ion cos·:.~ s:; '\rJb.ere, on the other 
hand, social security is in another country mainly financed 
from the national budget, that ia to say out of taxation 
levied upon the economy as a whole: such industries are in a 
more favourable position than those of the first country. 

For a.particular distortion to occur, it is first of all 
necessary for an industry to have a greater or smaller burdert to 
bear than the average borne by the national economy of the 
country in which it is located" · · 
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Expe~ience has, however, shown that an industry which 
appears to be at a disadvantage ceases to be so if the same 
comparative· over-burdening exists in the same industry 
in the oth0r ~ountries. On the othur hnnd, the 
di:.;c,dvunture remains, if the over-burdening does not 
GXist-elsewhcrc,· o.nci. it is inc.rous0d if the. same 
industry is ~.:-,r.1puratively unburdened in the other country 
concerne-d. 

Lastly, an industry which is placed at a disadvantage by 
certain provisions may on the other hand be favoured by others. 
Examination should, therefore, be made of the extent to which 
particular distortions are cumulative or compensate each other. 

Even if rates of exchange were stabilised, they could not 
compensate for specific distortions; ways and means of 
ensuring that they do must, therefore, be found. 

A close study should first of all be made of the general 
causes whi~h frequently underlie specific distortions; in this 
connection it might perhaps be possible to ascertain the 
greatest effect of these distortions by studying the particular 
industries most affected by them. This would minimise the 
need to examine each individual sector. 

Among factors of· distortion may be cited the disparities 
arising from: 

- direct or indirect taxation; 

- methods of financing social security; 

- certain price regulations; 

- working conditions, such as the relation between 
the salaries of male and female workers respec
tively, hours of work, payment of overtime or 
holidays with pay; 

- differential credit policies. 

Most careful consideration should, of course, be given 
above all to distortions most prejudicial to fair competition. 

The following considerations sh9uld be borne in mind in 
working out suitable procedure: 

(a) the European Commission should, in conjunction with the 
industries concerned and governments, investigate the 
distortions; 
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(b ), 

( C ) 

should the Commission find that certain distortions 
have a considerable effect upon competition, ·it should 
suggest.ways_ and means of eliminating them; 

during the initial four-year pe~iod, such proposals 
should be binding only after they have been unanimously 
approved by the Council; after the initial four-year 
period had elapsed they should be enforceable after 
approval by a qualified majority. In the event of a 
decision to prolong the transition period beyond the 
three stagei provided for, approval by a simple majority 
during the additional period should suffice; 

(d) where the correction of distortions depends either upon 
freely negotiated working conditions or upon legis
lative measures, the governments should be required to 
use their good offices with the "social partners" or 
recommend appropriate legislation to their respective 
parliaments; 

(e) in the initial and following stages, the Commission 
should, in the event of its proposals being rejected, 
have the right to grant a saving clause to those 
industries unfavourably affected; 

(f) subsidies wou+d enable them to hold their own on their 
home market and to secure their fair share in the 
other territories of the common market and in extra
neous markets; 

(g) on the common market itself, instead of granting sub
sidies, it would be simpler to delay the lowering of 
customs tariffs for those industries in the country 
concerned and to expedite it in the other countries; 

(~) such departures from general measures to reduce customs 
duties·would have to be commensurate with the effect of 
the distortions established. 

This connection between the correction of distortions 
and the granting of saving clauses, allied witp the suggested 
new procedure, would provide the necessary incentives for an 
early solution of the problems raised; such procedure would 
offer the most effective means of ensuring that the various 
measures for the establishment of the common market were 
taken at the same time. 
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(ii) Harmonisation of legislation 

The saving clauses would help to attenuate the harmful 
effects of distortions, Temporary compensatory measures 
alone, however, such as special assistance or special pro
tection for industries at a disadvantage, would be unlikely 
to provide a satisfactory solution, unless some machinery were 
set up which would eventually enable them to be dispensed with. 
In some cases the best means of eliminating distortions might 
be to undertake greater unification in the various countries 
of legislative regulations responsible for the distortions. 
One must not, however, lose sight of the effect which such 
changes in legislation might have upon cost prices; efforts 
should therefore be made to undertake concurrently various 
changes likely ta have a'compensatory effect upon each other 
in this connection. 

Without being an absolute condition for the establishment. 
of a common market, unification of. sys terns of taxation, for 
example, enabling exemptions and compensatory measures within 
the common market, and consequently customs inspection, to be 
abolished, or unification of social security systems, would 
dispose of serious obstacles to the free movement of goods 
and persons. Decisions in this sphere would have to be taken 
unanimously and the Commission would be responsible for sub
mitting proposals enabling a unanimous solution to be reached. 

With regard to working conditions, it is hard to conceive 
that it would be possible to allow widely differing systems to 
remain in force. The natural tendency to harmonise social 
systems and wages, as well as action by trade unions to 
standardise working conditions, would be encouraged by the 
gradual setting up of the common market. Unification, which 
should, of course, be carried out without adversely affecting 
the living and working conditions in any country, would greatly 
help to facilitate increasingly free movement of labour. · 

On the other hand, it will be difficult to settle these 
problems solely by means of government nction and according to 
a rigid pre-arranged timetable, A reduction in the number of 
legal or normal weekly working hours, for example, would be 
tantamount to an increase in wages. Wage increases are not, 
however, compatible with stable prices, unless there is at the 
same time an increase in productivity or the workers' share 
in the national income can be increased, The procedure to be 
introduced must be such as to provide every incentive to use 
the development of economic oonditions to harmonise working 
conditions. Above all, wage increases, which are compatible 
with stability, should be organised in such a way as to 
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contribute to the desired harmonisation of working conditions. 

Measures adopted must take into account the diversity 
of economic conditions, the workers' traditions, and all 
other factors inherent in a policy to raise the worker's 
standard of living. The European Commission would there
fore be required to submit proposals making due provision 
for the most suitable form and most favourable time for the 
changes to be introdu·ced. In the same way as for the 
correction of distortions, the proposals submitted would 
during the initial stage have to be unanimously approved by 
the Member States, approval being subsequently by a 
qualified majority. In the event of no agreement being 
reached, the European Commission would, where distortions 
arose, be obliged to accord to the State concerned the 
benefit of a saving clause. 

Even where existing disparities did not give rise to 
distortions, governments would have to make a special 
effort to bring about a gradual harmonisation of the 
regula tion.s in force in respect cf: 

1. the principle of equal pay for equal work; 

2. weekly working hours (additional hours of work 
being paid for at overtime rates) and overtime 
rates; 

3. the length of holidays with pay. 

In the~e three spheres, the procedure described above 
for the harnfonisation and implementation of saving clauses 
should be put into effect immediately the common market 
begins to operate and in conformity with the other measures 
connected ~ith it. 
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TRANSPORT 
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In the field of transport a large number of common 
activities and measures in the technical sphere are already 
being carried out by various international organisations. In 
most cases it should be possible for existing organisations and 
methods to continue to operate. The new European drive in the 
field of transport is concentrated upon a few specific questions, 
which cannot be dealt with within the existing framework. They 
concern: 

1. changes in freight charges and conditions for inter
national traffic, which are necessary to enable a 
common market to function; 

2. the elaboration of a common general transport policy; 

3. The development and financing of investments of 
European interest. 

(i) Freight charges 

To enable the common market to function, it will be 
necessary, under the control and on the responsibility of the 
States, to carry out certain changes in freight charges, the 
present structure of which has effects upon international trade 
similar, according to circumstances, to customs duties, dis
criminatory practices or subsidies. The changes made should 
be based upon the principles and solutions which have been 
worked out and are already being applied in connection with 
coal and steel products within the European Coal and Steel 
Community. 

They concern 

(a) the abolition of discriminatory practices which lead to 
different freight rates being applied for the same 
traffic and the same goods according to the country of 
origin or of destination of the products; 

(b) the abolition of frontier charges; 

(c) the drawing up of decreasing rates based on total 
mileage, whereas at present each country determines 
the decreasin8 sc~le applicable solely on the basis 
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of the distance covered within its own territory, 
except where general freight rates have been agreed 
upon among the transport systems concerned. 

The required measures do not present any special diffi
culty. Goods traffic consists mainly of coal and steel, and 
the whole of the changes which railway authorities would be 
obliged to make in their freight charges would be no greater 
than the concessions already granted for coal and steel. The 
problem is one of dates and procedure. 

Discriminatory practices would have to be abolished by the 
end of the initial four-year period at the latest. 

The special charges made at frontiers are justified only 
in so far as there remain special costs for the transport con
tractors which the governments must make an effort to reduce 
by common action. 

With regard to the introduction of a decreasing scale of 
international freight rates, it must first of all be establishad 
which products are so greatly affected by transport costs that 
this change in freight rates is necessary for the smooth workirg 
of the common world market; solutions similar to those which 
have been worked out in the European Coal and Steel Community 
might be extended to particular cases as and when they arise, 
and should be settled in accordance with an order of priority 
based on the proportion of the ultimate delivered price repre
sented by the cost of transport. 

The supporting charges should be reconsidered in conjunc
tion with the problem of subsidies and in accordance with the 
same principles and procedure, regard being had to the need for 
a policy of industrial localisation, the requirements of under
developed areas and the problems of regions seriously affected 
by political circumstances. 

Lastly, efforts must be made to harmonise freight rates 
for the same transport facilities in individual countries and 
among different transport facilities within each country. 

The harmonisation of £reight rates among the same transport 
facilities in individual countries gives rise to a problem 
similar to the elimination of distortions. It does not affect 
the general level of freight rates, since this is based on both 
operational conditions and the general economic conditions pre
vailing in each country. The disparity between freight rates 
charged for individual commodities may, however, where it is 

./. 

/ 

I 



59/114

- 57 - SG/A (56) 4 

very great as between one country and another, give rise to 
distortions, since the freight charges result in an increase 
or decrease in the delivered price of the various commodities. 
These problems must therefore be dealt with in the same way 
and with the same limitations as for other distortions. 

The harmonisation of scales of freight charges for various 
types of transport facilities raises the problem of transport 
policy itself. 

(ii) Transport policy 

A common transport policy is essential to ensure the best 
use of available facilities. It is necessary for the creation 
of a general common market, if one considers the effect upon 
general competition of the different procedure and methods 
adopted in the individual countries. 

A transport policy calls for exact knowledge of the costs 
borne by the various systems of transport and of their contri
bution to the social product. It could be qlaimed that efforts 
to bring about co-ordination meet with so many difficulties 
and have continually to be renewed in the various countries 
owing to inadequate knowledge of these ·costs, regard being had 
to the inclusion of the infrastructure in public budgets. 

A common policy consists of co-ordinating national 
co-ordination efforts. It should be prepared by setting up a 
transport account for each country, clearly showing not only 
the costs directly borne by the transport contractors, but also 
the burdens borne by all in respect of transport. In this way 
it would be possible to establish the total costs for each 
transport contractor in comparable conditions. This can be 
done with sufficient accuracy for transport facilities as a 
whole, but inevitably comes up against increasingly uncertain 
factors when applied to more particular problems. The rules 
governing allocation of costs might, however, be drawn up by 
common agreement in so far as they remain within conventional 
limits. 

Co-ordination established in the light of knowledge of the 
total costs for each type of transport is essential for creating 
and maintaining financial equilibrium in the transport under
takings, which should be brought about as soon as possible. 
This co-ordination can be established and subsequently maintained 
only if it is expressed in freight charges which are knownto the 
users; that is to say, the publication of freight charges for 
all methods of transport is one of the main conditions for both 
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effective transport co-ordination and the smooth working of 
the com_mon market. 

With the increase of commercial traffic an extension of 
the infrastr•ucture also becomes necessary. In particular 1 

international lines of communication are inadequately equipped, 
even between main economic centres. The electrification of 
transport networks will be most economically carried out if it 
is studied and put into effect on a common basis. 

Transport problems do not warrant the setting up of a 
special institution. The European Commission will include a 
transport division which will deal witn questions of freight 
cha!'ges and problems connected with the general transport pol
icy of the Community and make suitable proposals to the Coun
cil of Ministers; it will also prepare reports on the 
European utility of schemes requiring common financial 
support. 
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(i) The problem of equilibrium 
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The establishment and functioning of a common market takes 
for granted that appropriate measures will be taken by individual 
countries to prevent the balance of payments from being upset 
and at the same time to ensure a high degre~ of employment. 

This necessity is in line with the aims of the International 
Monetary Fund, G.A.T.T. and O.E.E.C.; the obligations undertaken 
within the framework of these organisations are in each case 
binding upon mamber states of the Community. The maintenance of 
equilibrium will be facilitated by closer co-operation among 
the central banks of member states. 

At least those settlements effected between member states 
will gradually be freed from the complex formalities entailed 
by direct regulation of imports and exports, customs duties and 
subsidies. 

For the efficient working of the common market, too, it is 
most important to ensure equilibrium in the general balance of 
payments of each country. It is not essential for a country to 
establish complete equilibrium in trade with-its partners in 
the common market. On the contrary, it must, if necessary, be 
able to compensate for deficits or surpluses with the rest of 
the world by means of surpluses or deficits within the common 
market. The equilibrium of the general balance provides a 
yardstick for the true level of costs and prices and prevents 
a general distortion to the benefit or disadvantage of a 
particular national economy in competition on the common . 
market. The overvaluation of a currency militates in favour of 
imports and agalnst exports. Undervaluation has the opposite 
effect. 

In this connection it should be noticed that a rate of 
exchange based on a natural equilibrium of the balance of 
payments is not solely determined by balanced prices. Indeed, 
two additional factors must be considered; on the one hand, 
a country may, according to the reaction of demand upon prices, 
in the import and export of goods and services, adjust its 
balance by more or less high prices; on the other hand, 
consideration must be given to the normal movements of capital; 
thus a country importing capital can maintain a correspondingly 
higher general price level. 

./. 
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Where adjustment of the balance of payments is brought 
about not by means of the rate of exchange or other currency 
policy, but by action in connection with production costs, 
imports or 0xports, there is a danger that these measures will 
not only support general distortion but bring about new specific 
distortion factors within the economy concerned ·and in competi
tion among individual countries. A discriminatory currency or 
trade policy towards othor countries might also upset currency 
exchange relations among msmber states of the common market. 

Whil~t the adoption of other methods is necessary to ensure 
a properly balanced functioning of the common market, conversely, 
the gradual introduction of the rules of the com~on market will 
provide a suitable incentive ±or ~fforts to be made to bring 
about equilibrium by the gener2l means of the monetary 
policy. 

The gradual constitution of the common market and the 
expansion of trade resulting therefrom may, of course, upset 
the balance of payments in an unforeseen manner, so that; 
theoretically, later adjustments in the currency rate might 
prove to be a useful counterpart of that expansion. One of 
the reasons for the gradual establishment of the common market 
is, however, that adjustments may be made by means of the 
structure of production and costs and that sudden and spasmodic 
repercussions upon the rate of currenc,Y exchange will be avoided. 

Particular care should be taken to ensure that in spite 
of the rules of the International Monetary Fund devaluation 
is undertaken for the sole purpose of improving the ability 
to compete. This will have to be avoided if the European 
Commission is given the right to grant to the other States 
a saving clause to offset the effect of such unilateral 
measures. A systematic policy of costs and price deflation 
would also have unfavourable consequences, although this is 
much less likely to occur. 

Even if such measures were excluded, ways and means 
of correcting fundamental disequilibrium, such as devaluation, 
would upset the market if tney were taken to overcome diffi
culties of_ a temporary nature only. 

(ii) Mutual Assistance 

' Mutual assistance of member states would make it possible 
to avoid the maintenance or reintroduction of restrictions am 
repercussions in economic expansion. Such assistance will 
mainly rest· upon general organisatiqns, such as the European 
Payments Union and the International Monetary Fund; it will, 
however; be able to take additional forms with the development 
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of the common market. These forms will to some extent differ 
during the transition and final periods. 

During the transition period mutual assistance will not 
necessarily take the form of credits; it may take place in 
the form of special reductions in customs duties or by an 
extension of quotas leading to increased imports from countries 
which are in difficulties. The European Commission should have 
the right to propose mutual assistance and appropriate methods. 
In the event of the Council not reaching unanimous agreement in 
this connection or the number of member states, which have 
given their assent, not sufficing to ensure effective help,, 
the Commission will have to grant certain temporary facilities 
to the State in difficulty to enable it to fulfil its obliga
tions; such a saving clause might be abrogated only by 
decision of a qualified majority of the Council. 

_ During the transition period a member state in difficulty 
mi,:?;ht be allowed to slow down the lowering of customs barriers 
or abolishing of quotas, or even to re-introduce certain 
conditional and limited restrictions within the common market. 
Each State will, of course, continue to have the right to avail 
itself of the exceptions provided for under G.J.i. .T .T. and the 
O.E.E.C. and to maintain or re~int~dduce restrictions in respect 
of other countries. In that event, it must be p.ossible to 
protect the State concerned against the risk of trafficts being 
diverted. 

Upon expiry of the transition period the problem and 
methods change. The introduction of restrictions amongmember 
states would run directly counter to the purpose of the common 
market. In traffic with non-smember states, member states will 
be able to continue to avail themselves of the exceptions 
provided for under G.A.T.T. and the O.E.E.C. If, however, 
restrictions were to be maintained for any length of time, 
they might jeopardise the conditions of equilibrium created 
within the common market itself. Before restrictions are 
introduced, therefore, the member state concerned should 
consult the European Commission. The European Commission 
must place before the other member states the alternative of 
either taking measures to prevent the restrictions from being 
circumvented through their territory or of granting credits 
rendering the restrictions unnecessary, in so far as the problems 
·cannot be solved by a common trade policy. 

Within the common market it is probable that the general 
system of payments, for example the European monetary fund which 
it is proposed to set up within O.E.E.C., or close co-operation 
among central banks, or perhaps a uniform currency, will enable 
the difficultios to be overcome or even completely eliminated • 
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Formal and final renunciation of the re-int.roduction of 
restrictions cannot be expected, unless in the absence of 
other solutions credits can be granted and relevant procedure 
rendered more flexible. As in that event saving clauses could 
no longer be invoked, it should be possible for the granting 
of credits proposed by the Commission to be agreed to by a 
qualified majority of the Council. 

Saving clauses may be granted or proposals for mutual 
assistance, whatever form it may take, among member states, 
be made only after the member state concerned has exhausted 
all other possibilities open to it. The Commission will have 
the right to examine the position together with the State 
concerned and to suggest such remedial measures as it may 
consider appropriate. 

(iii) Unification of trade policy 

It is hardly conceivable that upon the expiry of the 
transition period fundamental differenceE will exist in the 
economic development of member states. In their relations 
with other countries not only will the latter possess a 
common external tariff, but the problem of trade policy will 
be different from that arising for a common market limited to. 
two industries. In the case of the Coal and Steel Corrrrnuni ty 
member states had, with certain reservations, to be allowed 
to retain a more or less free hand, since coal and steel 
account for only a part of the general balance of payments. 
Once the general common market has become firmly established 
as a result of the removal of internal barriers, the Community 
will pursue a common trade policy and conclude common trade 
agreements, in the same way as it will, of course, have a 
conrrnon customs tariff. Short-term action, such as anti-dumping 
measures and protective quotas compatible with international 
agreements

9 
and the fostering of export will also have to bo 

undertaken in common. The European Conrrnission will therefore 
have to assume in this sphere a task to be carried out in 
co-operation with the Council of Ministers. 

In these circumstances balance of payments difficulties 
with the rest of the world will affect member states of the 
conrrnon market as a whole rather than individual countries. 
Alongside a common trade policy there will, therefore, inevitably 
arise converging attLtudes in international monetary relations. 

Although it will be fundamentally directed towards free 
convertibility, it must not be forgotten that the economic ard 
fino.ncic.l conditions _responsible for it do not depend solely 
upon member states of the common market; disequilibrium is 
mainly caused by the lack of harmonisation in the trade and 
financial policies and economic and price development among 
the ·various countries. ./. 
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It is mainly for this reason that the co-ordination 
brought about by the common market among member states will 
considerably increase the rate of expansion, even though trade 
among member states of the common market accounts for only a 
third or half of their foreign trade balance as a whole. 
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SECTION III 

DEVELOPMENT AND FULL UTILISATION OF EUROPEAN RESOURCES 

Chapter 1 

(i) Its purpose 

The creation of a common investment fund with an ase,ured 
capital of its own and capable of operating on European and 
international markets as a borrower of the highest standing 
appears to be indispensable for the balanced and smooth develop
ment of the common market. The investment fund should also 
co-operate with other international finance organisations, 
particularly with the International Bank for Reconstruction 
and Development (I.B.R.D.). 

Such a European investment fund should not be too ambitious 
in its aims, if it is to fulfil its purpose. Common European 
financing arrangements can be made on an appropriate basis as 
and when necessary, e.g. for road building or - as in the case 
of Eurofima - for railway equipment, without such international 
finance companies or international participation being in any 
way provided for in ·tho economic constitution of Europe. 

Furthermore, it is inadvisabl6 ·to sot up a large nurn.ber of 
individual funds competing with each other on the investment 
markets and thereby reducing their common credit capo.city, 
whereas it is quite possible to fulfil the various tasks by 
means of a single fund with ssveral divisionso 

1. Tasks of European inmortanco_ 

The investment fund will in the first place have to con
tribute to the financing of schemesJ which on account of their 
size or th0ir nature cannot easily bo financed out of the funds 
available in the individual States. Such schemes might, for 
example, be connected vii th transpor.'::; and the production and 
transmission of power, provided it is borne in mind, however, 
that as a result of the Coal and Steel Treaty the financing of 
investments in the coal sector takes place on a separate 
financial basis. Considerable demands upon the investment fund 
ar~ also to be expected in connection with certain proposals in 
the atomic field, apart from the contributions provided for in 
the Euro.tom budget. / 

0 ｾ＠
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It is conceivable that the proportion of an investment fund 
used to finance various projects would increase as and when they 
were recognised as being of European importance. This importance 
would have to be shown by the number of m3mber states affected 
by tho project concerned or participating therein and by the 
favourable attitude of or steps taken by the competent European 
institution. 

2. Under-developed territories 

Common development of the less favoured areas, which exist 
in all the participating States, is a fundamental condition of 
the success of the common market. In the event of a sudden 
economic merging of territories of unequal economic development, 
cheaper labour and the greater productivity of investments do 
not automatically ensure more rapid progress of the initially 
less favoured territory and thereby harmonisation of the levels 
of the respective areas concerned. Indeed, ap shown in the case 
of the unification of Italy after 1860 and the United States 
after the War of Secession, the disparity in development can 
go on increasing where fundamental conditions of production 
development are not initially created out of public funds, i.e. 
infrastructure of roads, ports, communications, facilities, the 
financing of schools and hospitals, drainage, irrigation and 
the improvement of soil productivity. Positive common action 
in this connection is beneficial not only to the territories 
it is desired to develop but also to those in a more favourable 
position, since the latter increasingly benefit from the greater 
activity resulting from that development 2nd may in this way 
prevent relations with less favoured territories from jeopardising 
their wage lovols and standard of living. 

The extent to which the investment fund can contribute in 
this field to the success of European unification cannot be 
over-emphasised. The regularity of financing operations is just 
as important as the funds provided. Accelerated development of 
such territories has a depressing effect on the balance of 
payments. The fund, which should 9 of course, invariably be 
used for direct investments and not to make good a deficit in 
foreign trade, will, therefore, at the s3.me time ·help to solve 
problems connected with the adjustment of balance of payments. 
True, the use of foreign capital to finance economic development 

· is not necessarily tho same as importing capital equipment; 
but 2uch transactions will nonetheless facilitate the sale of 
equipment by those countries in which this industry is an 
important feature of the production structure and in maintaining 
the rate of expansion. Lastly, greater opportunities for employ
ment will remove one of the major obstacles to the free circula
tion of manpower, namely unemployment. 

./. 
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Agriculture will d0rive benefit, above all, from regional 
development· plans, since these will enable it to increase its 
output. The creation of new possibilities will also help to 
solve the problem of those onterprises whose sole economic 
justification is that they provide employment for workers who 
would otherwise be unemployed. 

Reconversion 

Provided reconversion costs are kept as low as possible, 
reconversion will be one of the main features of the policy 
of the common market, in helping to maintain the level of 
employment in increasin~ly productiv0 conditions, facilitate 
the gradual adaptat~on of· the common market and enable the best 
use to be made of av~ilable resources. It is not enough that 
oxpanding markets and competition provide an incentive to 
direct production along new lines or to change production 
methods; the enterprises undertaking reconversion must also 
raise the necessary funds to carry it out. This policy is not 
only the most human, since it obviates to a large extent the 
closing down of enterprises, stoppages and the dismissal of 
workers and provides local re~employment; it is also the most 
economic, ,since it enables existing means of production, housing, 
transport communications and distribution facilitie~ built up 
around production centres, to be fully utilised. 

The reconversion and creation of new enterprises, guaran
teeing the worker productive employment are, therefore, measures 
of great social importance. Th0ir productivity is determined 
not only by the effects for which they are directly responsible 
or by the fact that they enable existing facilities to be used 
or retained, but also by the fact that they contribute to 
create an atmosphere of progress and development. 

The purpose of the investment fund is not to provide a 
means of financing projects in their entirety. A division 
should, however, 'be set up, having at its disposal definite 
funds. 

Having regard to the variety and large number of cases 
which may arise, arrangements should be m8de for the States to 
participate. The Fund would place financial means at their 
disposal, but they themselves would be responsible for seeking 
appropriate solutions for each case and might be required to 
give an undertaking to this effect. 

This wouid also be a means of co-ordinating both the 
measures for the reconversion of enterprises and assistance in 
rehabilitating labour, for which funds are provided elsewhere • 

. /. 
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Such action is often part of a single scheme. Co~ordination 
would at the same time also be ensured by the tasks entrusted 
to the EuropGan Commission. 

The cost of the reconversion loans would be a direct 
outcome of the Fund 1 s policy in ·'regard to interest. In this 
connection any additional administrative or underwriting 
charges made by the States in respect of admin_istrative action 
and the provision of security would have to be borne in mind 
and, on the other hand, any assistance granted by the States 
in respect of interest to make up for the cost of other funds 
made available by banks or the capital market must be deducted. 

(ii) Resources and organisation 

For the European Fund to be worthy of its name and to be 
able to play the part expected of it, there must be no terri
torial link between the origin of the funds and their utili
sation. A problem :might therefore arise durinis the transition 
period, so long as the free movement of capital does not exist 
among tho fiarticipating States. The liberalisation of so-called 
11 invisible I transactions. within the framework of O .E .E .C. 
provides a practical means of ensuring interest and redemption 
ser"ice outside the national territory of momber states; but 
adequate transfer facilities must also be provided for tho 
European Fund, the operation of which must also help to facilitate 
arrangements for the free movement of capital, to enable it to 
borrow and lend in any part of the Community. 

Having regard to the present situation on the capital 
market, it may be expected that the Fund will shortly be able 
to acquire considerable funds on the European capital market, 
on which it must operate as a borrower of the highest standing. 
Its credit will depend not only upon its organisation and its 
administrative rules, but also upon its own available capital 
and the funds upon which it may in any event rely for the 
fulfilment of its tasks and obligations. 

The initial capital of the investment fund would have to 
be subscribed either by the States or, on behalf of the States, 
by official or unofficial banking institutions and would form 
the basis of the fund's credit standing. By way of comparison, 
it may bo recalled that the basic capital of the International 
Bank for Reconstruction and Development (I.B.R.D.) is 10,000 
million dollars; for the purposes of the European Investment 
Fund, the provision of a basic capital of 1,000 million dollars 
may therefore bo considered as appropriate. This initial capital 
would not need to be fully paid up; it need be made available to 
the extent of only 25fo. 

,. "'· 
./. 
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The genero.l tasks with which the fund would have to deal 
and the nocessary continuity in the operations undertaken by 
it require that it shall be able to avail itself of definite 
funds, which alone can ensuro the continuous and certain 
fulfilment of its great tasks, namely the development of terri
tories and the reconvErsion of enterprisos. The authorities 
administering the fund must not rely upon the possibiltty of 
additional contributions by the States in order to relax their 
efforts to procuro funds on the .financial market. Indoed, the 
possibility of such contributions being made should be used to 
raise the credit standing of the fund and thereby obviate as 
far as possible any noed to call upon them. 

In order to fulfil these conditions, additional contributions, 
which the States should undertake to make, if necessary, during 
the first five yoars of the transition period should to the 
full extent of their amount be considered as an increase in the 
original capital. The contributions would be limited in 
accordance with procedure previously laid down and be subject 
to the following conditions: 

- in tho .first place they should·not in any year exceed 
an absolute maximum, which might be fixed at 1/lOOOth 
of the gross national product, i.e. about 130 million 
dollars for all member states. Unused amounts should not 
be carriud forward to next year. 

- on the other hand, government contributions would only be 
required in so far as the investment fund did not succeed 
in raising loo.ns for a given amount, say 300 million 
dollars on the capital market for a particulo.r year. 

The working of both rules may be seen from the following 
example: 

- in the event o.f tho investment fund raising 300 million 
dollars or more on tne capital market in the course o.f 
a year, the States would not be required to make any 
contribution; 

should the fund succood in raising only 200 million 
dollars in the course of a year, the States would be 
called upon to contribute 100 million dollars; 

- in the event of the capital market providing only 100 
million dollars in the course o.f a year, thG States 
would be obliged to make the maximum contribution of 
130 million dollars. 

./. 
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Subject to agreement by the fund contributions might be 
made in the currency of any particip~ting State. 

Provision should be made for the payment of contributions 
to be effected automatically, as long as the yearly contribution 
did not amount to more than 5~ of the basic capital (50 million 
dollars for the six Statss); for up to 7.5%, approval by a 
simple majority of the States would be necessary; over that 
amount, a qualified majority. The purpose of this procedure 
would be to ensure that the administrative authorities made 
every effort to raise the necessary funds on the capital market. 

Efforts must be made to raise the greater part of the 
investment fund's CO.)ital on the financial market, the fund's 
own capital andany government contribution could be used t.o 
help to finance development plans, investment projects and 
conversion schemes, but should be mainly considered as providing 
the credit basis of the fund. 

The fund can fulfil its task only if the loans it raises 
may be used for all purposes and not for particular schemes 
made known in advance. 

In the cours.e _of the fund's operations with the resources 
at its disposal, a dis.tinction should be made betwoon the 
economic and techni~al examination of projects, on the one 
hand, and the decision allotting financial aid to individual 
projects and laying down tho conditions govorninG such aid on 
the other. 

The organisation of the fund will enable financial 
aspects to be brought into line with general economic policy. 
The general management or governing board will be similar 
to that of a banking institution. Instructions, however, 
will emanate from the Council of Governors, which would be 
composed of reprosentatives of the member states and of the 
European Commission. 

The projects submitted to the fund for consideration 
will have been either previously examined by the appropriate 
European institution or transmitted to it for opinion. 
The European Commission would be responsible for dealing with 
all projects which had not been expressly assigned to other 
institutions. 

./. 
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Chnpter 2. 

RETRAINING 

(i) Principles 

The purpose of retraining the workers is to facilitate conver
sion of industry made necessary by economic progress, thereby 
affording them protection against the risks accompanying conver~ 
sion. This entails conciliating the necessary mobility_with 
stable employment, which does not, however, mean that the workers 
have to be re-employed locally. s·_:·.:-·h rGtrnining can gradually 
help to increase prdductivity and raise the standard of living of 
workers in Europe. 

The Treaty constituting the European Coal and Steel Community 
provides that the Community shall participate i:n the granting of 
assistance to workers losing their jobs as a result of the techni
cal progress or development of the Com.'Ilon Market. It appears 
essential to ensure that implementing regulations shall make due 
provision for the changes entailed by conversion from a limited 
common market to a general common market. 

1. Even in the case of a common market set up without any 
transition period and confined to two industries, it was extremely 
difficult to establish whether the development of that market was 
responsible for additional employment or for dismissals. In the 
case of a common market set up for all industries, it would be 
even more difficult to establish the relation between·cause and 
effect. 

2. In a general common market action by the Community can no 
longer'be made conditional upon the benefits of the Member states 
being granted in addition to those awarded under the general system 
of unemployment reliefo 

3. It would therefore be necessary for the gene~al system 
of unemployment relief gradually to embody the principles of 
retraining and be harmonised among the various countries. Even 
though the adoption of a completely uniform system for all Member 
states presents difficulties and, as shown in the case of America, 
is not essential, some harmonisation of the standards applied in 
the various countries would represent decisive social progress and 
is necessary to ensure completely unrestricted circulation of 
manpower. 

./. 
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(ii) Tho .system proposed 

It is proposed to institute a retraining fund 
financed by contributions from Member States, which 
would be based on the total amount of wages paid 
and the legal or contractual ccntributions or 
payments to social ben0fit fundsc In other words, 
government contributions would be based on the total 
expenditure in respect of workers, without any distinc
tion being made between direct and indirect wages 
according to the country concerned. Exception would 
have to be made for wage and social welfare costs in 
sectors governed by the special retraining regulations 
of the European Coal and steel Community. 

Payments from the Fund would not be subject to 
proof that unemployment was due to the setting up of a 
common market. The guiding principle would be that the 
Community as a whole, as well as each state, is interested 
in progressive structural changes in industry, rationali• 
sation of enterprises and a better use of manpower for the 
purpose of increasing productivity and raising the standard 
of living. This interest also justifies participation in 
the social cost of conversion, i.eo, in the expenditure 
necessary to protect workers ag8inst risks connected with 
conversion. In accordance with this principle the 
Fund would meet up to 50% of oxponditure incurred 
in connection with the following: 

1. In the case of 

• the complete closing down of an enterprise, 

- the partial closing down of an enterprise, i.e., 
the cessation of part of its manufacturing 
operations, 

- permanent reduction of staff, where such reduc
tion applies to at least 10% of the staff and. 
at least 10 workers, 

the Fund would help to meet 

- the cost of household removal where .the workers 
were obliged to change their place of residence, 

- the cost of retraining in the event of a wo~ker 
having to learn a new trade. 

./. 

.. 

• 



74/114

• 

... 

- 72- SG/A (56) 4 

2. In the event of an enterprise in course of conversion 
laying off all or some of its workers or placing them on part-time, 
the Fund may assist. the enterpris~ concerned to grant the workers 
an allowGnce until such time as they can again be fully employed. 

In that event a conversion plan for the enterprise together 
with proposals for financing t40 conversion, must be submitted by 
the country concerned for the approval of the European Commission, 
which shall decide whether the plan conforms with the aims of the 
common market and whether it will lead to grenter ,productivity. 

3. To enable workers to be gradually transferred to other 
enterprises, it may be advisable to arrange for tho closing down of 
an undertnking to take place in stage a, even where an immediate 
cessation of operations might, for finanqial reasons, bo pr8ferablo. 
In such cases the fund may participate in assistance granted to an 
enterprise for the payment of wages. 

This will be subject to a plants being submitted for the re
employment of the workers in other enterprises and to the closing 
downfs taking place gradually, since re-employment can be carried 
out only in stages. In such cases the Commission may submit 
proposnls for the Counciits approval by a qualified majority. In 
every case, however, workers losing their jobs as the result of 
gradual dismissal are, of course, entitled to the same benefits as 
in tho case of the closing down of an enterprise or a reduction of 
staff •. 

4. In, so far as implementation makes it necessary, tho 
European Co:rmnission has the right to issue, with the assent of the 
Common Assembly., implementing regulBtions governing the granting 
of assistance from the retraining fund and relating, for example, 
to the maximum allowance and duration of payments, age-limit and 
requirements concerning conversion and financing plans and plans 
for the gradual closing down of enterprises. It is particularly 
necessary to work out rules to ensure that roduction of staff is 
indeed duo to increased productivity or the definite conversion of 
an enterprise and not, for instance, to fluctuating economic con
ditions. 

Should it not be possible to provide more productive employment 
for the workers who have lost their jobs, the question arises 
whether, after a period of 4 or 6 months the fund should contribute 
to tho payment of a temporary allowance to the workers concerned • 

. /. 
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The proposed system would encourage Member States 
to introduce regulations governing retraining assistance 
of various kinds for workers, though the States, especially 
those which would find it difficult to provide increased 
unemployment relief, would not be bound to do so. The 
system would therefore require that regulations in the 
various countries be harmonised. It would also provide 
an incentive to draw up regulations for cases dealt ~ith 
by the fund, and, indeed, to extend them to all cases of 

··unemployment. 

This would lead to a harmonised and perhaps even 
unif iod. system of aid for unemployed workers, which in 
itself is o prerequisite ··for the completely unrestricted 
circulation of labour. 

The benefits would be·automatically adjusted to the 
wage level and household removal costs in each country. 
Tho Com,,~unityts contribution would be limited to changes 
connected with the dov~lopment of the common market and . 
not with prevailing general economic conditions. Fluctua
tions in tho economic situation would, generally speaking, 
have similar effects in the various countries, so that all 
the States would receive from the fund as much as they had 
contributed to it. Only in the event of differential 
fluctuations in.unemployment would the fund have to make 
actual paymontse Benefits from the fund should be con
fined to cases of unemployment arising after the initial 
steps· hove been to.ken to set up the common market. No , 
provision is made for the Community to act in connection 
with previous unemployment. 

It would merely be necessary to ascertain whether 
the workers concerned belonged to an enterprise, the 
closing down or conversion of which justified action 
by the fund - and this could easily be established from 
the firmrs books - and whether there was no possibility 
of re-employment, ·thereby entitling the workers to con" 
tinued assistance. Participation of the State conce~ned 
offers an effective guarantee in this connection. 

The new arPnngements could be applied to trade and 
services only as and when they were embodied in the common 
market. For this purpose investigations and special 
measures are necessary for each sector. The fundts 
benefits might bo extended to craftsmen and agricultural 
smallholders in so far as the Statos were prepared to 
extend to those two branches of economy the same assis" 
tance in connection with retraining as that given to 
wage-earners. 

./. 
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Chapter 3 

THE FREE CIRCULATION OF MANPOWER 

When considered in conjunction with regulations concerning 
conversion and development, the free circulation of manpower 
appears in a completely new light. It is, moreover, essential 
to dispel preconceived objections to it and to point out what 
an important factor for the economic expansion of a country 
an influx of manpower can be • 

A distinction must be made between the free circulation 
of manpower and that of persons of independent occupation. 
This second problem is closely connected with services and 
can be settled only in conjunction with the solutions gradually 
worked out for the latter. 

The volume of manpower circulation in a completely free 
common market must not be underestimated. The reluctance of 
workers to change their trade and place of residence even 
within one and the same country is well known. An obstacle 
which must in any, case be overcome is that of the shortage 
of-housing accommodation throughout the Conununity. It is, 
moreover, becoming clear that emigration does not always 
represent an economic solution for an over-populated 
country, since the danger exists that emigrants will largely 
emanate from the most active sections of the population, there
by increasing the proportion of the population which is 
unproductive. For all these reasons efforts are nowadays 
directed towards the development and creation of opportunities 
for local employmento 

Instead, therefore, of technical criteria, which are 
difficult to lay down, general economic conditions must first 
of a.11 be sought, which enable completely free circulation 
to be brought about: 

(a) 

(b) 

the first condition is that steps must be taken for 
conversion or to create new opportunities of employment 
and for the common development of under-developed 
territories; 

' 
the second is that there must be a clear understanding 
of what is meant by free circulation; it includes the 
right to apply in any member state of the community for 
vacancies offered and, once employment has been obtai~ed, 
to remain in that country without being subjected to 
any kind of restriction which is not also applicable to 
national workers; 

' ·/. 
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(c) the third condition relat0s to wages: where, on the one 
hand, any discrimination between national and immigrant 
workers is forbidden and, on the other hand, legislative 
measures or trade union activities fundamentally preclude 
any lowering of wages, employers have no incentive to 
bring more workers into the country than are needed to 
fill vacancies; this precludes any pressure upon wage 
levels and the labour market will adjust itself automa
tically. 

In order gradually to ensure· free circulation in a general 
common market, there is no need to differentiate between • 
skilled and unskilled workers. The difficult problem of 
defining a skilled worker does not therefore arise, as it does 
in a market limited to two industries. It might even be 
claimed that the movement of unskilled workers should be 
facilitated to a greater extent, since it is they who have 
the greatest difficulty in finding employment in countries in 
which there is considerable unemployment; in immigrant 
countries they can replace national workers who can then take 
up better paid and less strenuous employment. 

Efforts have already been made by o.E.E•C• to bring about 
freer circulation of manpower. On the one hand, the O•E•E•C• 
proposals provide that member states shall raise no objection 
to applications from foreign work:2rs, if after the expiration 
of a nominal period of one month it has not been possible to. 
fill a vacancy with a national worker; on the other hand, it 
has been laid down that the States may limit to certain 
industries and trades for a nominal period of not more than 
five years the recognised right to work of foreign workers 
after their arrival in a :ountry. · 

Experience has shown the weakness inherent in the first 
rule. If employment exchanges succeed in filling a vacancy 
with a worker vacating another job, the period for the 
admission of foreign workers is prolonged indefinitely. 

Bearing in mind the above requirements, it should be 
possible to work out a quite different system of progressive 
liberalisation, providing for an early increase in the number 
of workers from member states allowed to seek employment in 
other member states. 

This system would give rise to a problem only if its 
basis were inadequate or abnormal. 

·/. 

.. 



78/114

.. 

- 76 - SG/A (.56) 4 

To preclude any unfortunate consequences of an exceptional 
call upon workers during a short period, the average number 
of new workers from other member states of the Community, 
who were allowed to take up employment in a particular 
state during the past three years, might be taken as a basis. 

The basis for gradual expansion should be at least 1% 
of the total number of workers of the country concerned. 
The broader bhE: initial basis in a particular country, the 
smaller might be the yearly rate of increase. A table 
should therefore be drawn up co-ordinating these two factors. 

Where the influx of foreign workers into certain countries 
would jeopardise the livelihood or level of employment of 
workers in particular industries., a number of saving clauses 
applicable by the European Commission would have to be pro
vided. These clauses should not, however., prejudice the -
acquired rights of foreign workers. 

Apart from this regulation the O.E.E·C· proposal might 
ensure that right of access to employment was gradually 
extended to all trades without distinction. It would suffice 
gradually to reduce the period (five years) which must elapse 
before a worker may change his trade. This provision would 
be equally applicable to workers already employed abroad and 
those newly arrived. 

The free circulation of manpower will be facilitated 
by the harmonisation of the systems of unemployment relief 
resulting from the arrangements to retrain workers. Above 
all, regulations govcrninz investments and free circulation 
will be directed towards the same end. The prospect of 
liberalising the movement of labou~ will induce States to 
participate in the efforts to promote economic development 
and employment, which are necessary to solve the serious 
European prorJlem of structural unemploy:nent .in certain terri
tories. With the abolition of unemployment in those terri-
tories, which should be achieved at latest by the end of the 
transition period, the greatest potential obstacle to the 
free circulation of manpower will have been removed. 

The European Commission has been requested to make as · 
soon as possible suitable proposals to member states for the 
gradual removal of all legal and administrative provisions -
including all administrative practices - resulting in 
nationals of member states, as well as 1e0al persons, being 
subject to less favourable treatment than that accorded to 
nationals of a particular State in taking up or exercising an 
independent occupation. This should also apply to provisions 
relating to the entry and residence of aliens, with regard, 
however, to regulations relating to public order and health. 

·/ .. 



79/114

• 

. . 

SG/A (56) 4 - 77 -

Chapter 4 

THE FREE MOVEMENT OF CAPITAL 

The froer movement of capital will, of course, enable 
savings to bo used to better advantage in financing investments 
over a widor aroa, thereby making the necessary production 
facilities more easily available. Movements of capital nor
mally help to adjust balance of payments and lead to harmon
isation of rates of interest and other production cost factors. 
The principle must be firmly adopted so as to ensure that the 
completely free movement of capital may take place by the end 
of the transition period at the latest. It is necessary to 
consider the transactions themselves, transition measures, the 
obstacles to be overcome 0nd ways and means of achieving com
pletely free movement. 

1. The free movement of capital is not the same as that 
of routine payments. It goes without saying that remittances 
connected with trade or the exchange of services must be freed 
at least as fast as quantitative restrictions are abolished. 
In practice the problem does not arise, owing to the existence 
of European Payments Union. The States must, however, under
take to adopt measures ensuring that international payments in 
respect of goods and services can bo carried out, subject to 
being allowed to adapt methods to this end to prevailing cir
cumstances. The transfer of money in connection with movements 
of manpower should also be liberalised, since restrictions upon 
the tr2.nsfer of money by foreign workers to their homeland is 
an obstacle to the free movement of labour from one country to 
another. The free movement of capital differs from that of 
remittances connected with goods, servic.es or movements of man
power and moans that the nationals of Member States have the 
unrestricted right, within the Community, to acquire, transfer 
and use capital from other Member States. 

The European Commission ~hould propose to Member States 
moasures for the earliest possible removal of regulations pro
hibiting nationals of other Member States from establishing now 
commercial undertakings, factories and branches or from partici
pating in existing enterprises or their management. 

2. At .the present time, however, thero is general strict 
control not only of capital export, but frequently, too, of 
import; and it is in many cases only recently that controls on 
the issue of stock on the domestic market have been rilaxed or 
abolished. 
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Some of these controls are illusory, for it is not 
clear how more capital can be made available or capital be 
put to better use by restricting the export of domestic 
capital, since this in turn generally discourages the influx 
of foreign capital. To overcome the nationalistic trends 
vb.ich are easily discernible behind many of the existing 
regulations, the true'obstacles to be removed must be recog
nised if the movement of capital is to be of greatest economic 
benefit instead of causing disequilibrium. 

Tho main difficulty is that differences in currency 
policy or fears concerning currency stability may give rise 
to movements of capital for speculative purposes or even a 
suddon flight of capital. Such movements are upsetting, 
since they are not dir~cted towards areas where the need for 
capital is greatest or rates of interest are higher or the 
balance or payments shows a deficit. The most effective· 
moans of removing these differences and thereby preventing 
the movement of capital for speculative purposes is that pro
vided by the orgenisation and gradual development of the 
common market and the regulations applicable to it. 

The second obstacle lies in the possibility of capital's 
flowing from one country to another, not, for instance, for 
investment purposes, but to find its way into other countries 
without being subject to uniformly strict control. Steps to 
free the movement of capital within the common m2rket there
fore demand that there shall exist a more or less common 
attitude in relations with non-Member States, which should 
invariably be adjusted to prevailing economic conditions and 
would ultimately ensure equal freedom or a uniform degree of 
control. 

The third obstacle is the difference in legislation, 
especially that relating to taxation, which considerably 
affects the comparative yield of capital investments. In 
the case of direct taxation of profits, such distortion might 
be prevented only by harmonising the tax basis and tax rate. 

A fourth risk is that capital, instead of flowing to 
under-developed territories, may frequently be absorbed from 
the latter by territories which are better off, since in the 
under-developed territories the prerequisites for profitable 
investment do not exist. To find a solution for this problem 
is one of the main tasks of the Investment Fund. 

3. As in the case of the free movement of manpower, it 
is therefore possible to remove the difficulties and dangers 
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inherent in the free movement of capital, by changing cert.ain 
fundamental economic ·conditions. By its very nature, however, 
this sphere does not lend itself to rigid rules or automatic 
procedure. The stages in which these changes should be 
carried out cannot be laid down in advance, since there is 
no valid yardstick by which this could be done; for example, 
a timetable based on the nature of the financial tr2nsfers 
might jeopardise the success of the enterprise concerned. 
In practice, therefore, it would not be effective without 
an unduly large number of saving clauses, the very prospect of 
which would paralyse the desired movement of capital or accel
erate undesirable movomonts. 

Nor, as has been shown in the case of the Benelux countriesJ 
is it necessary for the liberalisation of capital to take place 
at the same rate in all six countries. The procedure used must 
be flexible; only general guiding principles can be laid down 
in advance. 

First, the fundamental conditions for the free movement of 
capital must be created and their effects observed, in order 
that the practicable rate of liberalisation may be established 
accordingly. 

Second, a priority list might be drawn up, since the free 
transfer of capital appears to be particularly desirable in the 
following cases: 

- transfers in connection with loan service and profits or 
income from invcstmonts £1.re, to a .le.rgc oxtont, already 
gue.ranteed. This liborclisation should, however, be con
solidated to give the lenders better confidence; 

- direct investments are often still controlled, either for 
protectionist reasons or on account of the currency posi
tion; protectionist controls should for of all be abolished1 

but currency controls should also disappear as quickly as 
possible, since competition would be distorted if an enter
prise were prohibited from transferring its plant or from 
setting up branches in tho territory of another Member 
State in which conditions of competition were structurally 
more favourable; 
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- progress has olso been made in recent years in the 
liberalisation of trade in- stock and subscription 
for shares and bonds~ This progress should be 
consolidated and extended, in order that direct 
investments and the acceptance of participation 
may be dealt with in the same way and better connec
tions established among financial marketso 
Regulations relating to rigrt and conditions of 
issue, introduced to promote financiol equilibrium, 
may, nonetheless, continue to differ~ providing no 
discriminntion is made nmong nationals of member 
states, either in connection with the issue of stock 
or with subsc~iption for ita 

Suitable proposals by the European Commission would, 
in order to be adopted dur.:i.ng the initial fournyear stage, 
have to be agreed to by each State, in so far as it was 
affected, and subsequently by a qualified majority of the 
Council. They would then be voted on by the Assembly. 

4. Provision must be made .for saving clauses during 
the transition period, in case movements of capital for 
speculative purposes upset tbe equilibrium of paymeri.ts. 

Although such saving clauses would no doubt be 
somewhat ineffective after the tronsition period had 
elapsed, since the libe:ro.lisotio~'l of routL1e uaymonts for 
goods and services would focili~ato the flight of capital 
in a disguised form, steps should be taken to ensure that 
a saving clause might also be invoked in this connection 
aft~r the transition period had e,~ired, This.would make 
it clear that the economic intosT'ntion brought about by 
the free movement of goods, services, persons and capital, 
however extensive it mignt be, was stiJl not complete inte
gration, since it did not p:rovido f'oI' the obandon:rr.snt of 
independent budget, finance anc social policies, nor for 
the creation of a single t:;urrency., I-':; is., however, 
potentially strong enough to make a desirable degree 
of harmonisation ond a connnon economic policy possible 
and to ensure that, once launched, the movement does 
not come to a stop half-way~ 

I 
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INTRODUCTION 

The power of the atom was suddenly revealed to the world 
in a ··terrifying form. Now, after ten years, it is sean as the 
vital source which will make possible in the foreseeable future 
the further development of methods of produotion and the progress 
of peaceful activities. We are on the threshold of a new tech
nical revolution. If Europe does not take prompt steps to make 
up for the time it has lost , it is in danger of compromising its 
last chance to participate in this great development. 

I 

The effort required is beyond the capacities of any indi
vidual European country. One example will demonstrate what 
such isolated efforts would represent in terms of wasted time 
and energy. The United States is now experimenting with the 
oper~ting conditions of 30 different reactor prototypes. Such 
being the scale on which research and investment must be contem
plated if the best results are to be obtained, it is difficult 
to conceive of any individual European country undertaking a 
task of such magnitude. Even if several countries had the 
necessary means at their disposal, the appalling waste of re-· 
sources which this process would involve can well be imagined. 
One of the features of atomic science has been its extraordina
rily rapid development, and the utmost we can do may, well be 
too late if it is not begun immediately. The cost of delay is 
that the European countries would miss a whole new phase of 
development, with the result that the.y would enter the succ·eed
ing phase without the necessary experience, means or technicians. 
Hesitancy is even less justifiable in this field, since it is 
still encumbered with few· vested interests, established prac
tices or artificial barriers. The longer action is postponed, 
the more difficult it will become. 

Although figures are hard to come by in this context, the 
problem may be more easily grasped by reference to certain 
orders of magnitude which the experts mus,t take into considera
tion. It may be estimated, for instance, that the United 
states has so far devoted about 15,000 million E.P.U. units 
(dollars) and Great Britain about 1,500 million E.P.u. units 
to nuclear development. A rough calculation of the ratio 
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of military expenditure suggests that about 3,000 million 
E.P.u. units were available for the industrial applica
tions of nuclear energy in the United States and about 
500 million E.P.U. units in Great Britaino In addition, 
France has spent about 200 million EoPeUo units in 9 
years-. All these figures relate to goyernment expendi
ture and take no account of the financial outlay of 
private industry. 

·• 
Even though the results of this enormous expenditure 

are now common knowledge, they point to the'tremendous 
outlay which the European states will have to make to 
avoid permanent dependence on countries which have advanced 
far ahead of them. Hitherto, production and technical 
development have been largely financed from military bud
gets, but the problem has now assumed a new complexion. 
From now on it is indispensable to concentrate our entire 

·· effort on the peaceful use of atomic energy • 

. 
This effort must take account of the conditioI'-s of 

supply of essential raw materials and their trans.formation. 
Conditions of supply have been much influenced by histori
cal developments, which are military in origin~ They do 
not possess the characteristics of a free market~ Stocks 
of raw materials are still under the complete control of 
a small group of countries which hav~ besn e:!_thsr producers 

.. of purchasers.. There arEJ only three major Powers - the 
United States, the Soviet Union and Great Britain - pro
ducing enriched uranium to increase its directly fissile 
content. 

There must at all events be safeguards against the 
risks of careless handling. The expansion of atomic 
industry is unthinkable without the introduction of safety 
measures protecting the workers and the general public 

·'·· against dnn_;crs to lif0 ,')ncJ 11c;alth. :i:t i~J [,::,~o ' 
essential to preclude the use of nuclear materials for 
other than the purposes intended. Not until this is 
done can there be a frank and unrestricted exchange of 
knowledge based on an atmosphere of trusto Divided as 
it has been by its past history, Europe stands in great 
need of such trust. 

Thu-s ·the fundamenta.l requirement is that Europe 
shoultl pool her strength and resources, so that she may 
speedily carry out extensive project,s, ensure a fairly 
distributed and regular supply of basic materials and 
establish common safety conditions for atomic developments 

·. 
./ .. 
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The special features of the atomic field make it perfectly 
clear that these tas~s can only be accomplished with the assis
tance of a common.Organisation. 

II 

The energy requirements of Europe are increasing by leaps 
and bounds. There is an imminent danger of production no 
longer being able to keep pace with demand, besides becoming 
more costly. If shortages and rising costs are to be avoided, 
atomic energy must enter the picture without delay. As the 
costs of conventional energy rise, atomic energy w~ll soon prove 
itself to be economical. The exploitation of this new source 
of energy is a much more vital necessity for Europe than, for 
instance, the United States. Moreover, it will enable territq-
ries to be developed which are too remote from conventional · 
sources of energy. 

If it were only a question of covering energy requirements, 
it would be theoretically conceivable to meet the ~ftuation by 
importing the necessary nuclear fuels and equipment. But a 
much deeper issue is at stake: that of developing a purely 
European nuclear industry, for, without such an industry, the 
European States would be finally relegated to a subordinate 
statu,,s in relation to the leading atomic Powers. The technical 
revolution which will stem from the availability of atomic 
energy will not be confined to a few major industries. Already 
many branches of industry and technology are affected and the 
field of application will steadily extend in ways which cannot 
yet be foreseen. 

Thus this development must not be confined to a fow 
undertakings. A comp~ehensivE and elastic system must be 
worked out whereby the widest possible range of European 
industries may be enabled to take part in this technical advance. 
Regulations must be made adaptable to public institutions and 
concerns as well as those of priv~te industry, to centralised 
as well as decentralise9 systems, not to mention the mixed 
systems which will probably have to be reckoned with in many 
cases. After the military phase of atomic energy development, 
characterised by absolute state control, we are now entering a 
phase in which the further advance of industry will depend on 
the skill and boldness of the States and the common Organisation 
in creating basic conditions to enable industry as a whole, and 
private enterprise in particular, to play their important part • 
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Thus the object of the common Organisation must be 
to help towards the establishment and rapid growth of a 
nuclear industry and towards nuclear development within. 
the various industries and the general economy~ 

- by increasing research and ensuring the widest 
dissemination of knowledge and techniques; 

- by drawing up, standardising and supervising 
the implementation of security regulations for 
the protection of the workers and the general 
public; . 

- by facilitating investment and providing certain 
basic installations which are beyond the technical 
and financial means of individual enterprises or 
states; 

- by securing supplies of ores and. nuclear fuels with• 
out discrimination; 

- by unifying the markets and so guaranteeing both 
wider scope for the sale of materials and special 
equipment and the best conditions for obtaining 
supplies; 

- b~ ensuring the free movement of specialists. 

The Organisation, for which the name ."Euratom11 has 
been suggested, will have to extend its activities to 
these five broad fields. It will be equipped with a 
Council of Ministers, a Court and an Asse.mbly, provision 
for which has been made in connection with the common 
market. These will perform their functions and exercise 
control in accordance with the rules already. mentioned. 
A European Atomic Energy Commission would be established · 
on s.imilar lines to the European Common Market Cornmis sion. 

This Community will naturally be open to all European 
countries which accept its rules. It must at all events 
seek particularly close association with Great Britain. 
The diversity of relationships which may arise between the 
Community and countries unwilling to accept full member
ship may be judged by the variety of the Communityts tasks. 
These relationships would cover such widely different 
fields as exchanges of information and knowledge, the 
supply of materials, participation in the construction 
and bringing into operation of industrial plant and, 
lastly, technical assistance, 

./. 
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Far from there being a conflict between the creation of this 
Community and collaboration between the various countries within 
the Organisation for European Economic Co-operation, the two 
activities will be mutually complementary and mutually beneficial. 
The Cornmuni ty will develop ,permanent liaison with other European 
countries through o.E.E.c., and with the rest of the world 
through the International Atomic Agency now in process of 
creation. 
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Chapter 1 

RESEARCH AND EXCHANGE OF INFORMATION 

In the atomic field more than in any other, industry relies 
upon science, that is to say upon research, specialists, and the 
growth of knowledge. 

In view of the vast need for research facilities and 
specialists, a Cbmmon effort ""here'· is ··i1nperat i ve. 

Only a fraction of such research will be carried out by the 
common Organisation itself. Purposeless duplication in ind.epen
dent research programmes must therefore be eliminated and provision 
must be made for the most far-reaching exchanges of knowledge and 
techniques. -

(i) The work of Euratom 

The European Atomic Commission, assisted by an economic 
and scientific committee of experts, must set up a research 
centre and various training centres for specialists, in liaison 
with existing Institutes. 

The main task of the research centre would be to follow 
up research begun by the public or private institutions of each 
country. It would also be responsible for working out a 
standard system of terminology, introducing an international 
system of measurements and setting up a central nuclear weights 
and measures office, which would work in collaboration with 
existing centres. · 

In close liaison with the research centre it would be 
necessary to set up training colleges for specialists, which 
would prepare future experts in such fields as mineral pro
specting, the production of highly refined nuclear fuels, 
the treatment of metals after irradiation, atomic technology 
and the production and utilisation of radio-isotopes. Europe 
has fallen far behind in the number and standard of training 
of such technicians, and a determined effort is required to 
remedy this deficiency, The research centre and the colleges 
could provide the framework for founding a European university 
employ1ng scientists from many countries. This, like any 
other university, should enjoy a recognised independent status • 

. /. 



90/114

SG/A (56) 4 88 -

Other less continuous activities, adapted to individual 
circumstances, may prove necessary from time to time, for · 
instance the formation of special working parties to make 
plans for research or power-producing reactors or to under
take aerial prospecting of ore deposits. 

The European Commission will maintain contacts with 
international nuclear research centres alr.eady in existence. 

(ii) Co-operation in research 

As in the past, most research will be carried out in the 
member countries by public or private institutes or by 
industry itself. Research can never be a "planned" activity, 
if full advant~ge is to be taken of the possibilities of sudden 
inspiration or chance. One thing must, however, be avoided: 
futile expenditure of effort. This is one of the most impor
tant aspects of common action, though it does not pre-suppose 
centralisation. · 

To facilitate the harmonious development or· research, the 
European Commission will prepare specimen targets for nuclear 
energy production, relating requirements to actual demand. 
Such energy programmes could only be,drawn up by co-operation 
between the Atomic Energy Commission and the European institution 
responsible for forecasting available resources and needs in 
the field of energyo It is· proposed elsewhere that this task 
be assumed by the European Coal and Steel Community., Targets 
for nuclear energy production will be established by adjusting 
forecasts of energy requirements to possibilities of produc
tion. Co-operation would be ensured by allowing appointed . 
delegates from other institutions to participate in meetings 
of the special institution at which these questions are 
discussed. 

With its knowledge of research programmes, the Commission 
will be in a position to advise against useless duplication 
and turn attention to neglected fields, such as the nuclear 
fusion of light elements. 

Regular meetings for consultation and reciprocal informa
tion will be held between the various public and private 
research centres, under the auspices of the Commission. 

Lastly, a certain degree of co-ordination will result frQm 
the methods whereby knowledge and techniques are made available 
to·the Community. 

./. 
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(iii) Diffusion of knowledge 

At the time of the Geneva Conference on atomic problems, 
the countries most advanced in the atomic field disclosed to 
the other countries much of the knowledge acquired by years 
of secret research. Now even fuller details of research 
results are being made freely available to interested persons, 
in addition to which information is communicated under bilateral 
agreements. Member states which have obtained special access 
to information by the latter procedure will pass it on to 
the Community as a whole, subject to the consent of their 
co-signatories -which they will do their utmost to secure. 

Furthermore, the European nuclear industry will more 
rapidly make its mark, the more widely the knowledge and 
techniques evolved in Europe are applied. That is one of 
the basic necessities of the situation. Thus, the United 
St3.tes has introduced a special system whereby the Atomic 
Energy Commission is informed of the results of all research •. 
On the one hand, inventors must be given generous compensation, 
to spur them on to further research and to protect them against 
wholesale exploit,::tion of their discoveries by third parties. On the 
other, such protection must not be allowed to become a means 
of restricting or preventing technical progress, merely for 
the sake of consolidating monopolies. 

Every possible effort will be made to reconcile the 
rights of inventors and the interests of the Community on a 
voluntary basis, for instance by promoting agreements on the 
use of patents. At all events holders of patents will receive 
full compensation for any licences granted. No form of 
expropriation is contemplated. 

. . 
However, certain precautions would appear essential: 

(a) Euratom must be in a position to use all patents -
whether belonging to the member states or publicly or 
privately owned - if they are needed to pursue its own 
research and to operate its own plants. It would also 
have the option of issuing sub-licences whenever it trans
ferred work or commissions to other organisations or firms 
in order to cover its own needs. Here, public and private 
patents would be treated on an equal footing, and only the 
procedure whereby the common organisation was granted rights 
of use would vary. In the case of States, licences would 
be granted to the common organisation in accordance with 
the commitments already assumed. In the case of natural 
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(b) 

( C ) 

or legal persons, it w-0.u.ld ... be ... n.e.c.e.,Ssary" t.o. .resort to 
compulsory, non-exclusive licences, should.there be 
no· qu~~tioti of contractual agreements. -

If~ ~atented invention i~ of vital importance to the 
development- -of o:tomic energy in the Coinmuni ty and if its 
owner fails to me~t the internal needs of the Community 
within a-reasonable period, either by his own production 
or by the grant of licences, he may be urged to grant 
compulsory non-exclusive licences to other bodies or firms. 
If, however, an owner voluntarily offers to concede a 
licence, or grants such compulsory licences, the member 
states must refrain from any measures of compulsion~ 
even if such measures ~re ~llowed by their domestic · 
legislation. 

The same would apply to·patents owned by Euratom, whether 
they had resulted from its own research, or had been 
aaquired by -the Organisation. On request, these must be 
placed at the disposal of the member states and firms 
set up under their jurisdiction, by means of non-exclusive 
licences and in return for appropriate compensation. 

Appeals may be made to the Court against decisions of th~ 
Commission,particularly those concerning the "fundamental" 
significance of a technical process or discovery. 

The above rules would apply only when a patent had been 
granted or applied for. 

It goes without saying that knowledge acquired as a result 
o_f joint research will be made available to all the States and 
parties concerned. 

The common organisation would also be required to evolve 
a procedure whereby the research institute or firms might file 
the results of their research with ttie Commission, on the under
standing that the Commission would only reveal these re~3U.lt:;; .to. 
other research institutes -and firm~ which accepted the same 
obliga ti.on · in the branch· of research conce1;ned.. · · 

./. 
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Chapter 2 

SECURITY STANDARDS AND CONTROLS 

For the peaceful use of atomic energy, it is imperative 
that the workers and the general public should be fully 
protected against the dangers of radio-activity. 

This problem is already being carefully explored on the 
international level. A special committee on the effects of 
radiation has been set up by the United Nations and is due 
to present a report in 1958. An international committee on 
protection against radiation is now trying to ascertain the 
degree of radio-activity which can safely be absorbed by the 
human organism •. The International Labour Organisation has 
already presented a report on labour protection. Finally, 
the World Health Organisation has begun to consider the problem. 

The States thomsolvea have begun to draft laws and 
regulations in this field. Since these will have to observe 
certain common standards, basic principles might be laid down 
in an annex to the Treaty, which would also be subject to 
ratification. 

With this as their basis, the Commission could work out 
more searching standards for the Community as a whole, which 
would be put before the Assembly for approval before adoption 
by the Council of Ministers. These would be binding upon the 
States as minimum standards, and would cover not only plant 
but also requirements for the storage, transport, and treat
ment of nuclear materials and fuels. 

As a result of these standards, the Organisation will have 
to exercise a specific control over plant in which nuclear 
fuels are consumed or transformed. Its purpose will be to deter
mine whother the safety of the workers and tl1e general public 
is being guaranteed and to supervise conditions of operation, 
so as to ascertain the consumption of nuclear fuel and its 
transformations. The Commission will receive notification of 
any plant consuming nuclear fuel together with an account of 
the basic features which provide an answer to the above 
questions. The Commission will be able to object to a plant 
only on safety grounds. Should the establishment of a plant 
contravene this procedure, supplies of nuclear fuels would be 
withheld or prohibited. 

./. 
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Although it is the duty of the Commission to control 
projects in this manner, it will leave the day-to-day super
vision of safety conditions and health protection~to the 
States, and will merely satisfy itself 'tha t such supervision 
is effective. 
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Chapter 3 

INVESTMENTS AND.COMMON INSTALLATIONS 

(i) Investments 

Just as research by Euratom will merely be one aspect -
though an essential.one - of research as a whole, so Will 
the bulk of atomic investment remain in the hands of public 
and private undertakings. In principle, the initiative of 
undertakings should be encouraged by providing specimen 
programmes .for their guidance, by disseminating the results 
of research and by providing the necessary financial assistance 
where necessary. 

Investments by industry could be backed up by loans from 
the Investment Fund in accordance with the conditions and 
rules of procedure laid down for this body. Atomic energy 
development plans will be submitted by the Commission or 
referred to it for an opinion. 

The Organisation will have no power to direct investments 
or decide upon their economic justification; nor will it have 
any say in the siting of plant. 

Its role in this field will therefore bear some resemblance 
to its role in t0e field of research. 

(ii) Common installations 

Although the bulk of industrial development is to be 
ensured by the undertakings concerned, with the encouragement 
and, where necessary, the assistance of the Community, one 
of the justifications for creating this Community is that it 
will be possible to provide installations beyond the means 
of separate undertakings or even States. 

Such common installations are not synonymous with 11 plants 
financed from a common budget", for they include those 
constructed by the joint efforts of industry itself or those 
created as joint industrial concerns by public and private 
initiative. In principle, public investments should only be 
provided to the extent that the means of private undertakings, 
individually or collectively, seem unlikely to prove adequate 
ror the purpose. 

./. 
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The Organisation may either assume a part share in the 
common installation or assume full responsibility. It will 
have powers of initiative in this field. 

The links between the Commission and the common 
installations managed or partly financed by it should be 
sufficiently elastic to enable other public, private or 
even foreign partners to contribute. At all events, the 
rights and duties relating to the production of concentrated 
fissile material will be vested in Euratom. The Commission 
must therefore have an industrial management department. 
Moreover, it will be represented on the managing boards of 
companies like any other partner, as for instance member 
states, industrial companies, or even foreign States or 
shareholders. 

Of the installations which should immediately be 
planned on a common basis, particular attention should be 
paid to a factory for the isotope separation of uranium and 
a factory for the chemical treatment of irradiated uranium. 

The former, which enriches uranium and increases the pro
portion of the directly fissile isotope (U~anium 235) would 
ensure supplies of a fuel on which reac~ors will have ~o rely 
in the coming phase of technical development. Since there is 
a prospect of using other muclear fuel or producing energy 
by the fusion of light elements, this phase may last no 
more than a few years. Such a project is only justifiable, 
therefore, if it is carried out without delay. A study 
group is being set up to investigate the various possible 
technical processes. It must be stressed that the construc
tion and operation of such a factory would make a substantial 
contribution to the progress of atomic industry by providing 
experience for the companies engaged in its construction and 
for the teams of techniciins which would have to be formed 
for the purpose. 

The other project is a factory for the treatment of 
irradiated uranium with a view to extracting plutonium. 

It is impossible in such a rapidly developing technical 
field to say in advance what common installations will have 
to be established, or how this can be done. The greatest 
freedom of manoeuvre must therefore be ensured so that 
the way may be left open for future development. 

./. 
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Chapter 4 

SUPPLIES OF ORES AND ATOMIC FUELS 

(i) Priority purchasing rights 

Some member states have large reserves of uranium or 
thorium ores in their metropolitan or dependent territories. 
Uranium 235 will either be imported from other countries, or 
be produced in a jointly-owned isotope separation plant. 
The production of plutonium and Uranium 233 will gradually 
increase through the operation of certain types of reactors. 

Euratorn can therefore make a decisive contribution to 
the development of atomic industry in Europe by holding 
recognised priority purchasing rights over uncommitted resources 
in the member states or their dependent terrimries. 

These priority purchasir,g rights would have two implications. 

Prices must be subject to an objective authority which 
will make no attempt to take unfair advantage of the priority 
purchasing rights but will seak to establish conditions of 
producticn guaranteeing long-term supplies. Thus, where purchase 
prices cannot be fixed on a.purely contractual basts, they must 
be settled by arbitration before the European Atomic Commission, 
assisted by a joint committee of producers and consumers, 
and provision must be made for appeals to the Court against 
·the decisions of the Commission. Since price policy is connected 
with prospecting and production policies, methods·must be 
evolved which take account of this fact, for instance by 
establishing concerted production programmes or long-term 
regulations governing contracts. 

Furthermore, it is inconceivable that Euratorn should 
wash its hands of the safety conditions and conditions of use 
attached to material sold outside the Community after renuncia
tion of its priority purchasing rights. Commercial negotiations 
through producers should therefore be supplemented by political 
negotiations through Euratom, which should cover the safety 
guarantees to be afforded by the purchaser and the counter
orivileges to be received by the Community, for instance in the 
form of technical information or other supplies. 

./. 
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These priority purchasing rights would be of great 
benefit to consumers throughout the Community, and could 
only be imposed upon producers under the aegis of a common 
organisation. Moreover, the latter could only honour the 
commitments which stem from these rights if the principle 
were accepted that all consumers must. be s.upplied through 
its agency. 

. There is therefore a close connection between priority 
purchasing rights and the channelling of all supplies throµgh 
the Organisation. Both principles would apply to all ores 
and nuclear fuels, whatever their stage of transformation. 
L~st the establishment of inter-related investment programmes 
be compromised, these principles must not be allowed to 
prevent fissile materials produced by transformation at an 
independent plant from being used by the producing firm 
itself or by other firms to which they are allocated under 
a definitive programme, communicated at the proper time to 
the common organisation. 

(ii) Terms and conditions of delivery 

Ores and nuclear fuels must be delivered to consumers 
in such a way as to fulfil the requirement of equal access to 
sources of supply and to guarantee control of their use. 
rrhey will therefore· be subject to the regulations governing 
safety, prices and allocation. 

1. 

( a) 

(b) 

SAFETY REGULATIONS 

Stocks, residues and transformed materials held by all 
installations will be controlled by reference to the 
information on the installation already made known to 
the Organisation. 

All material distributed to a consumer and not actually 
used in his plant must be placed in depots which are or 
may be controlled by Euratom. 

' 
Oc) Fuels will be confiscated from the consumer if he infringes 

the safety standards of the Community or if he uses the fuel 
for other purposes than t>Y,e p;:•,--,;.J"):'3 ::-d or announced. 

(d) Materials which have completed their cycle of transforma
tion will be returned to plant owned or controlled by 
Euratom for regeneration or disposal of dangerous waste 
residues. 

./. 
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2. TERMS OF BUSINESS 

Materials will be supplied to consumers on equal and 
unifqrm terms, based on the mean costs of supply. Costs of 
supply will be determined as follows: · 

by the price policy laid down by the Commission, in the 
case of ores or non-enriched nuclear fuels obtained from 
the territories of member states; 

- by the terms on which Euratom acquired them, in the 
. case of nuclear fuels from third countries; 

- by allowing for the accrued value due to transformation, 
in the case of nuclear fuels produced by this process 
in plants within the Community. 

3. RULES OF ALLOCATION 

(a) In every case, ores and nuclear fuels will be made avail
able without discrimination. 

(b) If the Organisation declares its inability to deliver 
within a reasonable period for lack of available stocks, 
it must acknowledge the existence of a shortage and ration 
supplies. Supplies will be rationed on the basis of 
current needs and not of previous periods of reference. 

(c) Fissile materials produced in independent plants will 
be reserved for the producers or the firms for which they 
were intended under a programme, even in the event of 
rationing. Surpluses may oniy be disposed of to the 
Organisation. 

(d) To encourage the search for sources of supply, CQnsumers 
receiving offers from third countries and informed by 
the Organisation that it cannot allocate supplies, will 
be entitled to take advantage of these offers on terms 
still to be defined. These must at all events provide 
for strict control by the Organisation. In the present 
state of the market, there is little prospect of this 
contingency's arising. 

The above basic rules must be observed without f~il when 
consumers are supplied with ores and nuclear fuels through 
the Organisation. 

./. 



100/114

SG/A ( 56) 4 - 98 -

rt will normally be possible to fulfil these conditions, 
even if the Organisation acquires stocks by purchase, resale 
and repurchase after transformation or at the end of the 
cycle. However, a contract of hire would be concluded: 

for nuclear fuels which the Organisation itself 
acquired on lease; 

- for nuclear fuels acquired by the Organisation 
on condition that it does not resell; 

- if the consumer elects to ~ire rather than purchase; 

- for such products as highly enriched, or otherwise 
particularly dangerous, nuclear fuel's. There the 
decision will rest with the Commission itself and 
may only be reached on safety grounds. It must 
apply to all consumers without discrimination, will
require the concurrence of the Council and will be 
subject to appeal before the Court. 

In the last analysis, the above agreements may be 
regarded as contracts not provided for by law, having regard 
to the safety regulations and supply conditions under which 
nuclear materials are delivered to consumers. 

(iii) Supply Agency 

To carry out its supply work, the Commission will 
establish a commercial agency financially independent but 
directly responsible to it. 

In normal circumstances., the necessary working capital 
will be subscribed by consumers seeking supplies through the 
agency. The number of shares could increase with the number 
of consumers, according to the practice of companies with 
variable capital. Day-to-day management would be in the 
hands·or a director or board of directors, appointed by the 
European Commission after consultation with a council of 
consumers' representatives. 

This council would be consulted on all decisions 
concerning imports from or exports to third countries and 
the building up or running down of stocks. 

Euratom might invest capital in the Agency, particularly 
in order to finance the accumulation of stocks. 

./. 
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Chapter 5 

A COMMON MARKET FOR THE ATOMIC INDUSTRY 

That there should be a common market for materials, 
supplies and special equipment, special facilities for the 
free investment of capital in nuclear industry and free 
movement of specialists is a sine qua non of the extension 
of nuclear activities in Europe, of' the development of atomic 
energy and of a rational expansion of industry. 

Measures in this field must be put into operation without 
delay, without awaiting the achievement of the general common 
market, for we are dealing with an infant industry in which 
rigid practices ha~e hardly had time to become established. 
Thus, in contrast to other branches of the economy, where 
obstacles can only be removed step by step, the faster and 
the sooner restrictions are abolished, the easier the task 
will be. 

Practical problems of demarcation will be unavoidable 
so long as the general common market is not established. 
In accordance with the general lines of demarcation already 
laid down by the experts, which would require the approval 
of the Council, the European Commission should be empowered 
to certify the "atomic nature 11 of a product, an investment 
or a category of specialists, subject to appeal to the Court. 
For instance, the free circulation of goods could be assured 
by a covering certificate drawn up by the Commission. ./ 

Lest unavoidable delays in the establishment of the common 
market for nuclear materials cause further difficulties, certain 
measures of conservation will be necessary. The States will 
therefore subscribe to a "standstill agreement 11 in which they 
will undertake not to step up import or export duties, quanti
tative restrictions or discriminatory measures or practices. 

In the interests of the harmonious development of new 
production, the member states should envisage concerted measures 
in the field of tariffs, particularly as protection against 
dumping. 

Furthermore, the problems of the common market for 
nuclear materials will come within the ambit of arrangements 
adopted for the general common market, in which it will 
eventually be integrated. This means that the two European 
Commissions must work in conjunction. 

./. 
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Chapter 6 

INSTITUTIONAL ASPECTS 

Some account of the manner in which Euratom would carry 
out its functions was given when these functions themselves 
were described. It has been made clear, moreover, that the 
Organisation will cover a varied field of activities, 
entailing: 

- powers of decision in relation to material and safety 
controls; 

trading activities in the field of supply; 

- industrial management of common installations; 

- p~eparation of studies and opinions in connection with 
, the co-ordination of research, the establishment of 

specimen programmes, and th8 settlement of policy with 
regard to investment plans.· 

Such continuous and heterogeneous ·responsibilities can 
only be carried out if the day-to-day management of the atomic 
Communi~y is entrusted to a permanent body capable of prompt 
action, namely a European Commission composed of as few members 
as possible, all appointed by agreement between the Governments, 
and having·authority in its own right and common terms of 
reference. 

This Commission will be responsible to the Assembly, to 
which its budget will be submitted for approval before adoption 
by the Council by a relative majority. · 

The Council will have a say in all problems of general 
policy as well as in certain decisions, in the circumstances 
already described. 

The budget must cover such items as: admini.strative 
expenditure, -the costs of the research centre, shares subscribed 
to common installations and incidental assistance to research. 
It will be drawn up annually in the light of a several-year 
programme and must be on a generous enough scale to do justice 
to the above-mentioned tasks. 

./. 
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Notwithstanding the possibility of raising loans to 
cover expenditure in this field, provision must be made 
for State contributions. These might be based on overall 
consumption of energy or on an index figure adjusted to 
political principles as well as economic facts • 

.. 
- 'H' -

The leaders of delegations feel that they have now 
answered the questions concerning the peaceful use of 
atomic energy submitted to them under the Messina Resolution. 

They took the view that the question of certain States 
using atomic energy for military purposes was fraught with 
so many political implications that it exceeded their terms 
of reference. They therefore felt justified in omitting it 
from the present report. 

Though this question raises technical issues of the 
utmost importance, th~ leaders of delegations believe that 
a solution could be found guaranteeing the efficiency of the 
proposed system, one of the main features of which is a fool
proof method of control. . ｾ＠
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PART THREE 

SECTORS CALLING FOR URGENT ACTION 
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The Messina Resolution represented a further 
step towards European economic integration as regards 
both the creation of the general common market and 
the development of certain basic sectors which should 
form a common springboard for the future progress of 
Europe. Of these sectors, the most important is 
atomic energy. As for transport problems, they have 
been discussed in the context of the common market. 
It also became apparent that action should be taken -
albeit on a less radical basis - in the fields of 
power supplies, air transport and aircraft construction. 
Finally, research is required to determine how the 
European postal and telecommunication services could 
be improved. 
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Chapter 1 

ENERGY 
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Whether supplies of energy restrict the expansion of 
production or make a vital contribution to common economic 
progress will depend entirely on what action is taken by 
the European States. 

By the creation of the European Coal and Steel Community 
the member states have already pooled production representing 
two-thirds of the total energy requirements of Europe. As the 
common market progresses, economic integration in its ·various 
aspects will have to be extended to the remaining forms of 
energy. The transport and distribution of gas and electricity 
are subject to quite different technical and economic conditions 
from those governing the circulation of goods. There is there
.fore no justification for extending the common market for coal. 
to other sources of energy as a matter of priority. Nevertheless, 
there seems to be an urgent need for action on a mo~e limited 
scale. · 

Energy on the European continent is both expensive and in 
short supply and there is a danger rhat this trend will become 
accentuated. The European countries must import vast quanti
ties of coal, particularly of certain grades, and almost all~ 
thei~ petroleum requirements~ In periods of boom supply bottle
necks occur, accompanied by sharp rises in prices. 

To invest in energy, however, is a long-term and particularly 
costly undertaking, and the cost is substantially'inflated by 
each country~attempting to cover its needs, above all at peak 
periods, independently of the rest. Moreover, the production 
situation may become transformed before long by the industrial 
development of atomic energy. It is essentlal, however, that 

· the prospects thus offered should be seen in their true per
spective so that two opposite dangers may be avoided: the . 
danger of costly long-term investment in sources of energy which 
subsequently prove to .be redundant, and the danger that the· 
maximum output of conventional forms or· energy will be inadequate 
during the change-over to production of atomic energy. 

Finally, the following fundamental policy decisions must 
be borne in mind: should certainty of supplies take precedence 
over low prices? Should calculations be based on present or 
future needs? How are peak demands to be met? 

·~. 
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Conflicting.policies in these matters affect competition 
between consuming industries and, by perpetuating solutions 
which are a burden to the European economy as a whole, weaken 
the general capacity to compete with third countries. 

Steps must thus be taken to promote the continuity of 
European expansion and conditions whereby the common market 
may develop. Chief among these will be the preparation of 
long-term estimates equating resources with needs and suggest
ing what investments would be most profitable and how obstacles 
to such investments could be removed. 

There would be no point in creating a new body for this 
purpose; Not only should such action be taken immediately, 
but the measures required differ considerablj in nature and 
scope from those with which the European Common Market Com
mission will have to deal in the early stages. 

It would s~em, therefore that the most suitable approach 
would be to refer these problems to the European Coal and Steel 
Community while ensuring that due regard is paid to all the 
interests concerned, namely producers and consumers of the 
various forms of energy. At the same time, all non-memb"ers of 
the Community which show an interest in these questions should 
be associated in the work. 

The suggestion is not that powers of decision should be 
granted, but that reports and opipions should be prepared. 

The following terms of reference are recommended: 

(a) Opinions on national programmes or investment plans in 
the field of energy can only properly be prepared on the basis 
of an overall investigation enabling the High Authority and 
the Governments represented on the Council to assess the medium 
and long-term supply of and demand for energy in the European 
countries. These estimates must be kept constantly up to date. 
Such an i~vestigation will make it possible to adopt a con
certed energy policy and will give firms guidance with regard 
to modernisation, long-term production plans and the extension 
of productive capacity. 

(b) These opinions could extend to national programmes, where 
such exist, and to investment plans having national importance 
by reason of their scope and implications (power stations, 
dams; refineries, pipe-lines, etc.). 

./. 
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(c) Above all, programmes or projects which might be financed 
from the investment fund should be carefully scrutinised. 

(d) A study should be made of obstacles to the development 
of more rational investment and to healthy competition between 
producers of the various forms of energy in the interests of 
the consumer, whether such obstacles are technical in nature 
(inadequate transport facilities for electricity or gas, lack 
of installations for mixing natural gas and coal gas, etc.) 
or arise from current regulations (import restrictions, 
legally authorised monopolies, etc.). 

(e) Generally speaking, there should be exchange of informa
tion in the field of technical research. 

In carrying out these now tasks, tho High ,~uthorit~;, assiste 
by the Member Governments could consult all the interests 
concerned, particularly producers and consumers of the various 
forms of energy. 

The High Authority would not issue declarations of policy, 
proposals or opinions until it had consulted a special Advisory 
Committee composed of experts in the various methods of pro
ducing energy and of representatives of the main consumers and 
trade union organisations. 

The High Authority would carry out its duties in this 
field with the assistance of this special Advisory Committee, 
and in close collaboration with the Council of Ministers. 
This co-operation would fall within the framework of a general 
policy of expansion and cover all the broad aspects of energy 
policy and investments in this field. Furthermore, the High 
Authority would consult the Council of Ministers before issuing 
opinions on investment programmes and projects, so as to confine 
attention to projects of such magnitude as to assume a general 
economic importance over and above their particular purpose. 

The High Authority must be authorised in the course of 
its work to apply directly to the firms concerned for informa
tion and the Governments must give it full support in collect
ing the information required. 

Methods of co-operation have now been established with 
O.E.E.C. and the Council of Europe so far as coal and steel 
are-concerned. They should now be extended to the whole field 
of energy, this being the simplest method of ensuring the 
necessary co-operation and co-ordination with other countries 
and other organisations. 

./. 
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There must, however, be opportunities for the development 
of ~ore direct relations, for exchanges of energy or even for 
joint investments with certain countries which do not join 
the proposed Organisation but are interested in common action. 
These relations could cover such matters as the supply of 
energy or the financing of investmen~s. The member states 
might suggest to such countries that the special Advisory 
Committee ~e expanded on on ad hoe basis when questions and 
prpjeqts of common interes~ are-discussed or examined. The 
Council of Ministers could also hold special sessions to 
discuss such problems with the full participation of the 
High Authority, which the Ministers of other countries could 
attend individually or in a body, according to their wish. 

The proposed Organisation would make it possible to 
deal promptly with pressing.problems affecting the future 
and· to preserve the European Common Market Commission from 
the danger of excessive work. This system might also pave 
the way for better co-ordination and possibly a regrouping 
of European economic institutions. 

./ .• 
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Chapter 2 

AIR TRANSPORT 
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The achievement of the general common market will gradually 
lead to a liberalisation of air transport. Nevertheless, the 
situation in this sector calls for immediate action which 
must take into account the present system as well as the 
future development of air transport within the framework of 
the commop market. 

In each country an overwhelming proportion of air ~rans
port is concentrated in the hands of a single company, which 
is either state-controlled or state-subsidised. Naturally, 
there are agreements between these companies to pro~ide mutual 
services, such as the transfer of passengers from one route 
or one company to another, but in recent years they have often 
insisted on operating separate services where it was uneconomic 
to do so; while apparent competition is cloaked by prearranged 
scales of charges. 

Many technical problems are now dealt with by organisations 
of much wider scope than the Community of the Six. There is 
no reason why this approach should be abandoned, but further 
measures should be put in hand where no progress has yet been 
achieved and innovations should be introduced where nothing 
has yet been attempted. 

I. one of the main problems of European air transport is 
the financing of aircraft equipment. Moreover, joint methods 
of finance would help to co-ordinate the purchasing programmes 
of the Euro~ean airway companies. The creation of a company 
(Eurofinair) on the lines of the company founded by the rail
ways (Eurofima) would further this purpose by increasing _ 
borrowing facilities and standardising types of aircraft. 
Like Eurofima, this company need not be restricted to ·the 
transport concerns of the six member states. 

II. Further efforts should be made to remove the obstacles 
now preventing air companies from using each other 1 s equipment 
with or without crew, in cases of emergency or on certain 
routes. This procedure, known technically as naircraft 
exchange", is being examined within a wider framework than that 
of the Six·. It involves the slight amendment of international 
conventions and domestic regulatio·ns, as well as the conclusion 
of agreements between the companies concerned. 

./. 
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III. Air transport rights are at present regulated ~Y 
bilatJral a~reements which normally cover what have come to 
:J2 known since the 1944 Chicago Confer0nce as 

11
th2 five fr02-

doms of the air", namely: 

(i) the right to pass over the territory of contract
ing States without landing; 

(ii) the right to land for non-commercial purposes 
(for instance, to replenish stocks of fuel); 

(iii) the right to land passengers, mail and freight 
picked up on the territory of the State in which 
the aircraft is registered; 

(iv) the right to pick up passengers, mail and freight 
for transportation to the State in which the 
aircraft is registered; 

(v) the right to pick up passengers, mail and freight 
for transportation to the territory of any other 
contracting State, and the right to land passengers, 
mail and freight transported from the territory 
of any other contracting State. 

In this context, the liberalisation of air transport would 
mean that, in traffic b2tween their territories, the 
member states would grant the right to land for commercial 
purposes, on a multilateral basis. Companies belonging to 
the country to or from which the cargo was being transported 
would continue to enjoy priority, without_prejudice to the 
rights of companies in third countries. The attempt to reach 
an agreement of this kind mu~t be pursued, after which the 
obstacles must be removed which have prevented its adoption 
on a wider international plane. 

IV. In view of the c0nditions in which the European 
companies now operate, it will soon be found more reasonable 
to merge certain services. Admittedly, it has been found 
difficult to make a systematic start upon specific routes 
(for instance, companies may use the same machines on more 
than one route) because the widely different conditions of 
employment and operation of individual companies remain to be 
harmonised. It is therefore for the companies to work for 
an extension of pooling agreements among themselves. A 
European operating ccmpany capable both of organising inter
c0ntinental traffic on the most efficient and profitable 
lines and of rationalising the European network could only 
be founded by an economic and political decision reached 

. I. 
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outside the context of the common market.. The ground for this 
will be prepared, however, by the modification of certain basic 
economic factors and the development of a new outlook as a 
result of the common market. 

Aircraft equipment industry. 

The aircraft equipment iI'-dustry is the very type of 
industry which requires an extensive market for its products. 
Its main centres are situated in the United States and the 
Soviet Union. Great Britain manages to maintain an aircraft 
industry capable 0f building and fully equipping large trans
port planes only by unremitting efforts, coupled with a 
considerable military programme and a comprehensive network of 
inter-continental air services, while not one of the continental 
countries of Europe is in a positi0n tc d0 this without outside 
assistance, Crnsequently, most air cnmpanies use American and 
British machines nn their most important routes, 

An immediate task which could be carried out in this field 
would be to estimate the prospective aircraft equipment needs 
of the air companies and other civilian consumers, also taking 
military needs into account. Thus producers of aircraft 
equipment would have a general picture of their market and 
could make preparations for long-term production plans. It is 
proposed that an advisory committee on aircraft construction 
be set up, composed of representatives of the States, industry, 
the air companies, the civil aviation organisations and, 
possibly, the armed forces cf each country. This could be 
done by means of an agreement between the Governments of the 
six States, the administrative costs of the committee being 
covered by their contributions. The drive for rationalisation 
could be pursued by planning and financing research and 
prototypes on a joint basis. This task would be assigned to 
an organisation for the development cf aircraft equipment, 
which could subsequently pass on its research and prototypes to 
industry, with a view to mass production. Here a system of 
tenders could be considered, with the proviso that the pro
portion of production quotas awarded to the industries of any 
particular State should be in direct ratio to the latter's 
contributions to the financing of prototypes. 

This programme should be carried out in conjunction with 
the institution of a general common market, so that the latter 
will include a co:m.Plon market for aircraft equipment, 

. I. 
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Chapter 3 

POSTAL AND TELECOMMUNICATION SERVICES 

The work of the experts has revealed the possibility of 
adopting common measures in the field of postal and tele
communication services, whereby interchanges between the Member 
States might be both improved and placed on a more economic 
basis. 

If the progressive merging of the national economies is 
to find concrete expression in postal matters it would seem 
desirable to establish a limited postal union. This step 
seems justified not only because tho territories of the 
Member States form a sufficiently large unit, but even more 
because postal traffic between them accounts for a high 
proportion· of their total postal turnover. Third countries 
must be free to join this union if they wish. Any existing 
bilateral arrangements with other countries which are more 
advantageous to the public than the terms of the convention 
establishing the union should, however, remain in force. The 
union should be restricted to the metropolitan territories and 
be equipped with administrative machinery. 

The aims of the postal union should include the following: 

1. the introduction of special rates for delivery 
between the contracting countries; 

2. the reduction or abolition of transit charges; 

. 3. the issue of a special reply coupon; 

4. airmail delivery at normal rates. 

The possibility of setting up this postal union should be 
examined in the light of the parallel work of other inter
national organisations. 

Moreover, a common approach should be aimed at in the 
following fields: 

(a) simplification and unification of certain 
postal fcrmalities; 

(b) co-operation between postal administrations with 
a vi0w to making certain p9stal services 
automatic; 

. I. 
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(c) introduction of a Eurcpean night airmail service; 

(d) elaboration of a procedure for co-operation 
between the customs and p0stal authorities. 

In the field of telecommunications a joint effort could 
be made to progress in the following directi0ns: 

(a) the extension of European telephone and 
telegraph ccnnections, with particular reference 
tc fully and semi-automatic networks; 

(b) the extension of arrangements for transmitting 
television programmes, 

Finally,· there could be co-operation in research and 
investigations in the field of telecommunications. 

·/. 
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