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Page 1
CHAPTER I: INTRODUCTION

1 first learnt of the Organisation of Petroleum Exporting
Countries in 1973 . The organisation whicn the newspapers
populary phrased O .P E.C in their headlines was new to
many people including myself. [ was not quite sure what this
organisation was all about and why it had gained so much
prominence in the world press. The Kenya newspapers like
their counterparts in the world gave a very wide coverage of this
organisation, which seemed to be identified with the Arabs. A
few years ago, that is 1968, 1969, 1970 we would read of the war
in Vietnam and when the war ended the cry about oil and the high
prices took a very high proportion which seems to be getting higher

and higher .

It is the plight of motorists, the hopelessness and

desperation spelt across their faces that forced me to take a keen
interest in this organisation.™ I was also bewildered at the amount
of power this organisation was capable of weilding, it was a power
capable of wrecking the economiesaf the world,obviocusly a very

big risk to international peace and security ,: oil became every-
ones major concern. For Kenyans who do not own vehicles like

myself everytime the price of oil would go up the fares would also

be increased, and this is the position to this day,

The Arabs, despite this have been attempting to convince
the third world consumers that they are the champions of the new
economic order. At a meeting in the U.N . the late Houari

Boumedienne of Algeria called third world primary producers to

../2.
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form their own Cartel for their coffee, iron, bauxite, and copper
(see the seven sister: P 354-6). The Arabs took over a "Cartel"
already s=t up by the seven oil companies in the world (Exxon,
Gulf, Mobil, Socal, Texaco, British Petroleum - BP. The

Royal Dutch Shell) with a market allocation system well
established, but who can do this for the primary producers? This
also begs the question hcw legal it is to form Cartels for the
worlds most needed commodities. Such an action destined to wreck
the economies of the countries in the world is contrary to the U.N
Charter on declaration on principles of International Law concerning
friendly relations and cooperation among states 1970. There is
nothing wrong in forming a Cartel but when members act arbitrarily
coercing states, and imposing embargaes, then certainly this is in
contravention of international law and a defiance to the ..56*5\‘%_ named

U N resolution; consequently a threat to International security.

In this dessertation, I have attempted to examine the
Qrganisation of i2etroleum Exporting Countries to see whether it
is a Cartel or not, and if it is how effective is it. The Arabs
have popularized their organization as one,so my immediate
task is to explore the validity of the claim. My other major
concern is to find out why O, P.E.C. has been so successful, and
whether the success is due to political or legal factors . I have
also examined how the legal treaties adopted at variaus corferences
work whether bilaterally or unilaterally, and if so the reasons for

such a move.
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In my Chapter two there is a definition of a Cartel. Since
these tendencies were first legislated agairst in the U.S. 1 decided
to write briefly on anti-trust laws. There is also some material on

American jurisdiction over foreign companies in anti-trust cases.

The Third Chapter is a lengthy examination of the European coal

and steel community (E.C.S.C.) which has power similar to @iose
found in a private Cartel. I decided to write on it because it provides
an excellent layout on how the organization with power similar to that
of a private Cartel works. There is policy co—-ordination, maximum
efficiency and a very effective High Authority which servas as the
court for (E.C.S.C.) . Ifeel it should form a good contrast to
O.P.E.C. which has been labelled on numerous occasidis-as a
Cartel-This organisation (O.P.E.C.) has succeeded not because of

its Cartel characteristics but due to the economic factors that
prompted its formation. Such is the demand for oil in the world

that by using it as their weapon, the oil producers can dictate terms
and prices to the whole world, thereby claiming that the oil producers
have formed a Cartel. The producers took over from the seven major
oil companies popularly known as the seven sisters. These
companies dominated the trade in ofl for almost fifty years,

and by the time they lost their business to O.P.E.C. formed a

market allocation system. I have also examined the reasons that

led to their great success.

In my dessertation I decided to include the 1973 oil embargo
because of the terrible effects it had on some countries. I appreciate
the fact that the embargo was placed by the Arab producing states
only, but the gist of the matter lies in the fact th#:t the Arab producing

states are also members of O.P.E.C. These states (Arab) are so
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important in the field of production and export that it would be
pretensious to imagine that the exporting countries (non-Arab) can
meet the worlds demand in oil without the Arab States. Ewven in

the minds of people, O.P.E.C. and the Arab States go hand in hand.
After all it is the Arab oil producing states that have given O.P.E.C.

the efficacy it has and prominence . Origin, background and status

of organisation of petroleum exporting countries 2,

The Organisation of Petroleumn Exporting Countries (O.P.E.C)
was established by the convention drawn up at a conference held in
September 1960 in Baghdad by representatives of lran, Iraqg, Kuwait,
Saudi Arabia and Venezuela, and approved in January 1961 at a

conference in Caracas. It came into force on May 1, 1965..._

In 1949, VVenezuela had approached the other countries
to explore avenues for closer communication. In 1959, the first
Arab Petroleum Congress in Cairo called on oil companies to
consult producing countries before-making price alterations , After
further price reductions by oil companies in 1960, consultations were
initiated between the producing countries to consider measures for

coping with price fluctuations.

Full members of the organisation are the founder members and
countries whose application for membership has been accepted by the
conference ., Other countries may become members or associate
members, provided their interests ard aims are similar to members A
for instance ~ article Ac) of the statute of O.P. E-C states aims as

follows:
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"Any other country with a substantial net export of crude
petroleum , which has fundamentally simila interests

to those of member countries, may become a full

member of the organisation, if eccepted by a majority

of three fourths of full members, including the concurrent
vote of all founder members ., The statute further provide
that if, "following a decision of the O.P.E.C., sanctions
are employed by any oil company or companies against a
mermber, other members shall not accept any other
beneficial treatment'. Members may withdraw within

one year's notice . (article 8)

Members of O.P E C are:

Venezuela

Saudi Arabia

Kuwait

Qatar

United Arab Emirates

Algeria

Libya

Indonesia

Nigeria

Iran

Iraq

Ecuador

Gabon

The aim of the organisation is the coordination and unifica-
tion of petroleum policies of members in their best individual and
collective interest, the finding of ways and means to ensure
stabilization of prices in international oil markets. The organisation

is guided by the principle of sovereign equality of its members (article 3)
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The conference is the supreme authority of the organisation
and consists of delegations representing members,. each membenr

having one vote; all decisions other than procedural require unanimits

The conference meets twice a gear. (article 10}

The Board of Governors iseomposed of Govermors nominated
by member countries and approvefby the conference,. each membenr
having one vote and decision being taken by majority vote: . It meets

at least twice a year . (article 18}

The secretariat; the Secratary General is appointed by the
Conference for a term of three years, renewable once. The
division of the secretariat into degartments is as follows: The
Secretary General shall be assisid by the Deputy Se‘:f‘é‘:‘;‘;‘
General, and Administration Degartment, a Technical Department
any other department the conferemme may see fit to creat%‘ and

his own office. (article 33).

The Administration Department is described. in (articte 34)
sub (1) it shall be responsible forall organisation methods, general
and conference services, personnsall matters, budgets, accounting
and internal control.
Sub 2) study and review general administrative policies and industrial
relations method used in the oil industry in member and other
countries, and advise =member coauntries of any possible improvement;
and sub (3) keep abstract of the current administrative policies and
for policy changes occuring in the international petroleum industry

which might affect the organization er be of interest to it .

The economics department shall antong others review the
economics aspect of the world petroleum tndustry, with a view to

ascertaining where the best interest of the member countries lie.
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The Legal Department: shall: among others review the
legal aspects of the world petroleum industry and carry out
a continuous programme of legal studies of particular aspects
of the international petroleum industry, with a view to

ascertaining where the best interest of the member countries

lie;.

The information centre, shall have library facilities and a
documentation centre to create a central pool of information for

the member countries and the public at large.

The Technical! Department, shall review the technical

e

aspects of the world petroleum industry.

Finally Article 39, empowers the Secretary General to
commission consultants, as necessary, to advise on special
matters or to conduct expert studies when such work cannot
be undertaken by the Secretariat the Secretary General may
engage such specialists or experts, regardless of nationality,
as the organisation needs, for a period to be approved by the
Board of Governors, provided there is a provision for such
appointment in the budget. He may also, convene working
pParties to carry out any studies on specific subjects of
interests to the member countries. His duties are spelt out
by article 29
(1 organize and administer the work of the organisation
) ensure that the functions and duties assigned to the

different departments of the secretariat are carried out;
(3) prepare reports for submission to each meeting of the.

Board of Governors concerning matters which call for

consideration and decision
4) inform the Chairman and other members o the Board of

Governors of all activities of the secretariat.

5) ensure the due performance of the duties which may be

assiagned to the secretariat Puw e mmmfe rance oF FRe Fues oo
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of Governors .,

Article 40, establishes the consultative meeting, composed
of Heads of Delegations or their representatives. The consultative
meeting may pass decisions or recommendations to be approved

by the next conference.

The Conference has power to appoint specialised organisations
in order to assist in resolving certain problems of particular
importance within the general framework of the Secretariat

of the organisation.

There are two levels of meetings , there is the Ministers
Meetings and High officials. There is also occasional._‘r;\_é“é‘t"{“ﬁgs
of Heads of State, for instance during the reign of the late Colonel
Houri Boumediene of Algeria, this Heads of State Meeting was held
at Tripoli in Libya. The main decisions are made by the Ministers
and High Officials Meetings. And decisions are binding to those
who agree to be so bound. This was the position in 1976 when
Saudi Arabia and Kuwait refused to go by the majority price
increase. Similary in the year 1977 a two-tier pricing system
was introduced when Saudi Arabia the leading exporter and
producer of crude oil refused to increase her oil prices. This
was motivated by the good relations existing between her and
Washington. It was the fear that U.S. might take retaliatory
moves and refuse to export to her military armaments . ..

which she was depending on.

-

The absence of a High authority to deal with members who
refuse to go by the resolutions of the majority is = big blow to the
organisation, and can cause the disintegration of O.P.E.C. Against

this background we examine the concept - of a Cartel.
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CHAPTER II; CONCEPT OF A CARTEL

UA Car*t%l is a formal organtzation of the producers within
a given industry." Similarly when a collusive arrangement is
made openly and formally, it is called a Car-telf’ Such collusive
arrangements whether secret or ggen, were declared illegal in
the U.S by the Sherman anti-trust act of 1890..5 The General
prohibition of contracts and conspiracies in restraint of trade .
In (s) 1 of the Sherman act applies mot only to trade "among the
several states but also to trade ™with foreign nations'". A number
of anti-trust cases have been conacerned with trade with foreign
nations with restrictive agreemenits between American and foreign
firms, with the operations of Amesrican companies, arnd'their local
subsidiaries in foreign markets, with foreign compan{és' rOFjointly
by American firms and their intermational competitors and so on R
Despite this legislation some types of Cartels have the official
sanctions of the U.S Government. i.e the airlines ﬂyir{:;rtrans-
antlantic routes are members of the international air transport
associations, which can agree onuniform prices - for trans-—

7
antlantic air routes.

The legislation has not been very successful however in

its dealing with foreign companies autside its jurisdiction . Such
companies have defied grand - jury subpoenas served on them to
release their documents . This was the position seen in 1947 when
subpoenas were served on Canadian companies and individuals in

the newsprint industry, the provincial governments of Ontario and

" Quebec both passed special enactments to prevent tl;\e removal of the
documents from their provinces . The subpoenas were subsequently

8
withdrawn .
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Still more recently , the Department of justice started a
grand jury investigation into restrictive agreements affecting
international trade in oil, subpoenas were served on the Anglo—
Iranian Oil Company and other foreign companies, requiring the
production of many hundred of documents. The investigation was
directed specifically and exclusively togperations cutside the U.S.
on the part of certain American and foreign oil companies . In
this instance the British , Netherlands, France, Belgium , India and
Pakistan Governments all issued directives to companies under

their jurisdiction that the subpoenas should not be obeyed.g

At this point it would be appropriate to examine different kinds

of Cartels. There are two types of Cartles which are very.,_common

the first exercises complete control over member firms, and is
called the "Centralized Cartel”. The second illustrates cases in
which fewer functions are transferred to the central assceiations
and is designated as the mariet — sharing Cartel. In the
centralized Cartel the decision making with regard to pricing,
output, sales and distribution of profits is accomplished by the
central association, which markets the products, determire s
prices, determines the amount each firm is to produce, and
divides profits among member firms.
Member firms are represented.in the Central Associating
and Cartel policies presumably result from exchanges of ideas »
negotiation, and compromise. However, a firms power to
influence Cartel policies is not necessarily proportional to its
representation in the Central Association . Its economic

power in the industry may significantly influence Cartel policies
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The market sharing cartel is a somewhat looser form of
organisation The firms forming the Cartel agree on market
shares with or without an understanding regarding prices
Member firms do their own marketing but abserve the cartel

10
agreement

The O P E C countries impose an excise tax of so
many cents per barrel on each barrel of oil produced in their
country. By increasing these taxes, the O P E C
countries can increase the price of crude oil, since no company
can afford to sell oil for less than the production costs plus the tax
The O P E C "Cartel" has pushed the crude oil price up toward the

monopoly level, and this has increased their tax revenues ...

Although we can classify OP E C as falling within the
ambit of a "Centralized Cartel',tne practice is_ if a membér coes
not want to abide by the resolution of the majority that member
will not be bound. As a result there is "Chiselling” and carrying

under — couwrter — prices
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CHAPTER llI: EUROPEAN COAL AND STEEL. COMMUNITY

The European coal and steel community, was founded on April
18, 195!; by a treaty signed betwern =ix Furopean MNations. The
treaty was further amended in April 1965; again on April 22, 1970;
the final amendment was on January 1972, The signatory powers
constituting the European coal and steel community are as follows:
The German Federal Republic; Belgium, France, Italy, Luxembourg
and the Netherlands, Britain Ireland, Denmark and Greece.

The aims and objectives of the European coal and steel community
{(hereinafter referred to as the community) are spelt out in article
2, 3, 4 which form the basis of this treaty. The aim of this chapter
is to summarise these aims and objectives, as well as to examine wheiher
the community does have power similar to that of a private cartel.

e T
e

On the very outset, it is clear beyond doubt that the aim of setting
up such an organisation is for economic ties between the signatory
powers and consequently economic development in these Naigions.
Article I: Briefly states,

by the present treaty the High contracting parties institute
among themselves a European Coal and stee! community, based
on a common market , common objectives, and common institutions'.

Article 2:

"The mission of the European coal and steel community is to
contribute to economic expansion, the development of employment
and the improvement of the standard of living in the participating
countries through the Institution, in harmony with the general
economy of the member states, of a common market as defined
iin article 4...Y"

The community in article 3 has within its framework, its
respective power and responsibilities spelt out, the guiding

principles in fixing the price for its products, And in doing so, it
apparently absolves itself from forming what would appear to be a
private Cartel, by legislating against such an action.
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Article 4:

lays down actions which would be incompatible with the common market.
Sub a) prohibits imposing of import and export duties, or charges with
any equivalent effect. Sub b) prohibits discriminating measures against
the consumers specifically as concerns prices..." Sub d) prohibits
restrictive practices that tend to divide the market or the exploitation

of the consumenr.

Article 5:
provides when the community can intervene due to matters pertaining

to general objectives and competition.

By Article 47: of the treaty, the High Authority has power to gather any
information considered necessary for the well being of the_fommunity.
By the same token, the Authority shall not divulge any secm;r,'_and
information pertaining to the commercial relations or the breakdown

of the costs of production of enterprises..!" Any violation by the

High Authority of professional secrecy, which has caused damage to

an enterprise may be the subject of a suit for damages before the

court, under conditions provided for in article 40.

Article 48: gives enterprises the right to form associations, and
associations may engage in any activity which is not contrary to

the provisions of the present treaty, and the interests of the workers
and consumers is highlighted by the article.

Article 49: empowers the authority to procure funds necessary to the
accomplishment of the Mission. By placing levies, grants and
borrowing.
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Article 53: without prejudice to the provisions of article 58 and of
Chapter V of title three, the High Authority May: authorize the
Institution of any financial mechanisins, common to several enterprises

which are deemed necessary for the accomplishment of the mission.

i .
Article 54: By this article, the High Authority, may do such acts as
to promote the increase of production,lower production costs or
facilitate marketing of products subject to its jurisdiction.."

iIf the high authority finds that financing such a programme or the
operation of the installations which it entails would require subsidies,
assistance protection or discrimination contrary to the present
treaty, the unfavourable opinion taken shall have the force of a
decision as defined in article 14, and shall have the effect of
prohibiting the enterprises concerned from resort to resources

other than the own funds to put such a programme into effect.

Article 55: " The High Authority shall encourage technical and
economic research concerning production and development of

consumption of coal and steel.. " ‘

Article 56: If the introduction of Technic=s] process or new equipment
with the framework of the general programmes of the High Authority,
should have adverse effects, in terms of the workers employed, the
High Authority will follow provisions of articlé 54, and the advice

of the consultative committee.

Article 57: relates to production, and in this field of production, the
igh Authority shall give preference to the indirect means of action
at its disposal, such as co-operation with governments to regularise
>r influence general consumption particularly that of _public services.
It shall intervene in so far prices and commercial policy are
zoncerned.
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Article 58: provides for the means to be taken by the High Authority,

if there is a decline in demand, and the community is faced by a crisis,
and if provisions provided for by article 57 cannot alleviate the crisis,
then after consulting with the consultative committee and with the
concurrence of the council, a system of production of quotas shall be
established accompanied to the extent necessary by the measures
provided for in article 74. This would off set the problems brought
about by the decline in demand.

Article 59 sub (2) empowers the council and in consultation with the
High Authority — the council shall establish consumption priorities
and determine allocation of the coal and steel resources of the
community, among industries subject to its jurisdiction, exports
and other consumption. Sub (4) and (5) The High Authority is

given power to allocate equitably among enterprises — quantities
earmarked for the industries under the jurisdiction. If theu‘;?ﬂ_.lation
described in S (1) that is, the community/faced with a serious
shortage of certain or all the products, and the means provided
for in (s) 57 are not enough then with concurrence of the council
and the consultative committee there shall be restrictions on

exports to third countries in conformity with Article 57.

Article 60, declares pricing practices contrary to provisions of
Article 2, 3, 4 prohibited, this entails competitive practices with
the aim of creating a monopolywithinthe common market. Also,
discriminatory practices involving application by a seller within

the single market of unequal conditions to comparable transactions,
especially according to the Nationality of the buyer sub {(2) price
scales shall be made public to the extent and in the form prescribed
by the High Author'ity and an enterprise is forbidden from choosing
an abnormal base point, but must follow the recommendations of the
Hich Authority.
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Article 6l: Also deals with fixing of prices and the factors to be taken

into account.

Article 65: deals with Agreements and concentrations. Sub (1)
forbids all agreements among enterprises, all decisions of
associations of enterprises and concerted practices, which would
tend to restrict normal operation of competition within the common
market. The section expressly forbids influencing of prices
restricting or controlling of production, allocating markets,

products, customers or sources of supply.

The Article continues to say that, the High Authority will authorize
enterprises to agree among them;elves to specialize in production

of, or engage in joint buying or selling of specified products, if the
High Authority finds that such specialization stated in Article 65 (2)
will contribute positively in the improvement of products;--And so long
as the interested enterprises do_ not have the power to influence
prices or, do an act which will _tge' harmful to the common market.

Any agreement which is incompatible with the above, shall be
aulomatically void. Sub (5) for feiture , boycott, or authorization
obtained by knowingly giving misleading information shall be declared
null and void, and fines shall be imposed as stipulated by sub (5).

Article 66: actions leading to concentrations withinterritories are
expressely forbidden. And itis immaterial whether such a
concentration is carried out by one person or enterprises.
But the High Authority, will give authorization, if it finds that
transactions in question will not have power to influence Prices,
control production or marketing.

Article 67 (1) says that the High Authority shall intervene, if a member
state does an act that has noticeable repercussions on the conditions
of competition in the coal and steel: industries. And if such an action,
chall cause serious disequilibrium by increasing the differentials in
costs of production, otherwise the High Authority will take the
following measures:
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The High Authority may authorize, assistance to the affected
enterprises -~ as stated by the same section 67 (2). Again,

the High Authority will put a recommendation to the state in
question, with a view to remedying such effect, by such measures

as that state my deem most compatible within its own economic

equilibrium,

But if action of state in question reduces differentials in costs of
production, the High Authority is empowered to address the
necessary recommendations to the state in question, after
consulting the consultative committee and the council.

From thefoegoing provisions contained in the constitutional

document of the community, as amended on January 22 1972,

one forms the opinion that the community wishes to prohibit the
formation of a private Cartel, and tries to absolve itself from having
characteristics similar to that of a Private Cartel. As will become
apparent in this chapter later on, the Cartel characteristics which
the drafters of the treaty had earnestly attempted to avoid become
manifest, especially in the provisions relating to production, prices,
financial provisions, concentrations and Agreements. To what extent then
does the community have power similar to that of a private Cartel?
In answering such a question one must, examine the provisions which
are inconsistent with that of a private cartel, and those which are

compatible with a private Cartel.

The most Revolutionary Pr‘ovisionsﬁor-bid the formation of a Cartel whicl
and state the aims and objectives of the community are contained in
Articles 2, 3, 4. Art 2 states that

"the mission of the community is to contribute to economic
expansion, the development of employment and the improvement
of the standards of living in the participating countries thro.gh
the institutions , In harmony with the general economy of the

- member states, of a common market as defined in Article 41,
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Article 3 (c) The Community shall seek the establishment of the lowest
prices which are possible. "Within the framework of their respective
powers and responsibilities and in the common interest, the

institutions of the community shalls

a) See that the common market is regularly supplied taking into
account the needs of the third couniries.

b) Assure to all consumers in comparable positions within the

common market equal access to sources of production.

c) Seek the establishment of thé lowest prices : . which are
possible without requiring any corresponding rise either in
the prices charged by the same enterprises in other
transactions or in the prices charged by the same enterprises
in other transactions or in the price level as a whole to another
period, while at the same time permitting necessary armotization
and providing normal possibilities of renumeration for capital

invested.

Article 4: states acts which are incompatible with the common market.
Sub (a) Import and export duties, or charges :with an equivalent
effect, and quantitive restrictions on the movement of coal

and steel:

(b) Measures of practises discriminating among producers,
among buyers or among consumers specifically as concerns
prices, delivery terms and transportation rates, as well as
measures or practices which hamper the buyer in the free
choice of his supplier.

(c) Subsidies or state assistance, or special charges imposed
by the state, in any form whatsoever,

{(d) Restrictive practices tending towards the division of markets
or the exploitation of the consumer.



19

It is interesting to note that in a few examples | will mention, when
community wishes to practice Cartel tendencies, it absolves
itself by laying as its basis, the principles defined by article

2, 3, 4. These three sections have served as the smoke

screen for such tendencies. Amomg the few curious provisions
are Article 58 (l). Briefly it states that when the community

is faced with a period of manifest erisis and that the means of
action provided for in Article 57, are not sufficient to:cope with
that situation, then a system of quotas shall be introduced. If the
High Authority after consultatiomwith the enterprises and their
assocjates shall establish quotas en an equitable basis, in
accordance with the principles defined in Article 2, 3,. 4, the
High Authority may in particular regulate the rate of operation

of the enterprises by appropriate levies on tonnage e>_<_9eeding

a reference level defined by a general decision. Ar-ticl_‘;hgi_' (a)
empowers the High Authority to fix "maximum prices within the
common market. If it deems that such a decision is neczssary

to attain the objectives defined in Article 3 and particullkly in

pParagraph(c) thereof.

However, chapter six which deals with Agreements and concentrations ’
the community legislates against attempts to form a private Cartel.

Article 65 (1) forbids agreements among enterprises all decisions of
Associations of enterprises, and all concerned practices which
would tend, directly or indirectly, to prevent, restrict or Tmpede
the normal operation of competition within the common market, in

particular:

a) To fix influence prices

b) To restrict or control production on technical development or
investments.
c) To allocate markets, products, customers or sources of

supply.
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Article 65 (5) states that the High Authority wilf declare void an agreement

by enterprises, which have complied with, or enforced or attempted to
enforce by arbitration, forfeiture, boycott or any other means, an
agreement or decision which is automatically void or an agreement

for which approval has been refused or revoked.,

Chapter five which deals with prices cannot pass unmentioned, the
relevant provision is article 60 {i). It states that pricing practices
contrary to the provisions of article 2, 3, 4 are prohibited particularly:
—Unfair competitive practices in particular purely temporary or
purely local price reductions whose purpose is to acquire a monopoly
position within the common market,

- discriminatory practices involving the application by a seller
within the single market of unequal conditions to comparable
transactions, especially according to the Nationality of the t_:uyer-
After consultation with the consultative committee and the cc;u“;?i‘r:
the High Authority may define practices covered by this prohibition.

My submission is that the community has tendencies similar to those of
a private cartel. And | wilt enumerate varijous authorities within the
article itself to substantiate my claim.

Article S, will serve as the spring board for my assertion. The
community shalk ,

"assure the establishment, the maintenance and the observance of
normal conditions of competition and take direct action with respect

to production and the operation of the market only when circumstances
make it absolutely necessary.

~ publish justifications for its action and take the necessary measures
to ensure observance of rules set forth in the present treaty, !

This Is clear evidence that the community is prepared to follow
tendencies cempailble with those of a privata eartal. [t ehauld atjiek
1o the guiding principles.
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Further in article 47,

"prohibits the High Authority from divulging information which by its
nature is considered a professional secret, and in particular

information pertaining to the commercial relations or its breakdown

of the costs of production of enterprises ~violation by the High Authority of
this clause may be the subject of a suit for damages before the CourtH,

It is my submission that, these documents should not be kept secret,
they should be available when necessary. This is an apparent bid

to hide from the public what really goes on in the community, such an
act of classifying some documents as Pr oféssional secrecy is compatible

with a private cartel.

Under the financial provisions, Article 53 (a) the High Authority,
after consultation with the Consultative Committee and the Council
may authorize the Institution under conditions which it shall. determine
and under its control, of any financial mechanisms common to several
enterprises which are deemed necessary for the accomplishments of
the missions defined in article 3 and compatible with the provisions

of the present treaty and particularly of article 65. There are also
pProvisions which enable the High Authority to influence production.
The relevant provisions are stated in articles: 54 - 56,

Article 54. Empowers the High Authority to assist in financing works
and installations which contribute directly and principally to increase
pr'odl.:lction, lower production costs or facilitate marketing of products

subject to its jurisdiction.

Article 55: Empowers the High Authority . to encourage technical and
economic development of consumption of coal and steel, .. "

(2) After consultation with the consultative committee, the High
Authority may initiate and facilitate the development of such
research work,

(a) by encouraging joint financing by the interested parties.,

(b) by earmarking for that purpose any grants it may receive.

{c) with the concurrence of the council by earmarking for that
purpose funds derived from the levies provided for in article S0,

without, however, going beyond the céiling defined in section
two of that articje.



22

The results of the research financed under the conditions set forth in sub-
paragraph (b) above
(c) shall be placed at the disposal of all interested parties Iin the community.

{(3) The High Authority shall make all useful suggestions for the disemination
of Technical Improvements, particularly with regard to the exchange
of patent and the granting of licences.

Art. 56; If the introduction of technical process or new equipment within
the framework of the general programmes of the High Authority, should
have adverse negative effects in terms of the workers employed, the High
Authority will follow provisions of article 54 and the advice of the
consultative committee, non-reimbursable assistance to contribute to the
payment of indemnities to tide the workers over until they can obtain new
employment. Workers will also be given allowances for reinstal_!gii_pn
expenses. The High Authority shall condition the granting of non-reimburse-
ment assistance on the payment by the interested state of a special
contribution at least equal to such assistance unless a 2/3 majority of the
council authorises an exception to this rule. Clearly, one cannot fail to
see the manipulation of the community in forming a Cartel. The High
Authority here is the highest organ of the community. The Authority

has the capability of financing works and installations, and by doing so,
can effectively create an enterprise at the expense of the other existing
enterprises, as a result of making the latter redundant, if it would be more
profitable to run the: new enterprise.

Article 54 most emphatically states this. The High Authority has the power
to fix the amount which the enterprises can produce, as well as fix the
prices, and if an enterprise or enterprises act inconsistently with the
regulations imposed by the High Authority, they will be fined accordingly.
The provision (article 54) is.‘rather curious in that it allows the High
Authority to do an act which it forbids the other enterprises from doing; *
for instance financing a new installation to compete in the market to the
disadvantage of the other enterprises.
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The High Authority will even go the lengths of violating the express
provisions of the present treaty to create a private cartel. For our

purposes we are concerned with article 54, the paragraph that

states;

"if the High Authority finds that financing of a programme

or the operation of the installations which it entajls would
require subsidies, assistance protection or disrimination,
contrary to the present treaty, the unfavourable opinion

taken by virtue of this justification shall have the force of

a decision as defined in Article 14, and shall have the effect

of prohibiting the enterprise concerned from resort to resources
other than its own funds to put such a programme into effect, "

For any violation of this clause by an enterprise will automatically

result in a fine being imposed on the enterprise by the High Authority.

ey i

e ———

Article 87, is straight forward, this section manifests the power of

a Cartel, it states that, in the field of production, the High Authority
shall give preference to the indirect means of action at its disposal,
such as co-operation with governments to regularise or influence
general consumption particularly that of public services; and in
intervention on prices and commercial policy as provided for in

the present treaty. Competition is ornce more enhanced here.

Article 58 (])

""In case of a decline in demand, if the High Authority deems
that the community is faced with a period of manifest crisis

and that the means of action provided for in article 57 are not
sufficient to cope with that situation, it shall, after

consulting the Consultative Committee and with the concurrence
of the council, establish a system of quotas, accompanied to the
extent necessary by the measures provided for by article 74n,

Here once cannot help noticing the capitalistic tendency of the
community. It has made this provision the to make sure that it will

make a profit when threatened by a crisis of low demand; once more
this is clear evidence of cartel tendencies.



24

59 (1) adds more light.

nif after consuiting the consultative council, ihe High Authourity finds
that the community is faced with a sericus shortage of certain or all
of the products subject to its jurisdiction, and that the means of
action provided for in article 57, do not enable it to cope with the
situation, it shall bring this situation to the attention of the

Council, and, unless the council decides otherwise by unanimous
vote, shall propose the necessary measures if the authority

fails to take any initiative, one of the member states may bring

the matter before the council, which by unanimous decisior: may
recognise the existence of the situation mentioned above!'t .

The section adds what ( 58 (1) states Sub (5) If the abowe
situation still continues, then there shall be restrictions on
exports to third countries, in conformity with article 57.

This provision Sub (5) ostensibly manifests how greatly the
community benefits as a private cartel. In the early chapters,
specifically chapter 1, article 3 sub a) The Community expresses
the desire of taking care of the needs of third countries, in seeing
that they are regularly supplied. There can never be a greater
weakness than this In the article. Throughout the document ?her‘e
are a lot of contradictory statements. Obviously the Community
does not have the need of the third countries at heart, but stands
to make maximum profit to the disadvantage of the consumers.

On prices the cartel tendencies are self-evident Article 61 a)

"The High Authority may fix maximum prices within the common
market, if it deems that such a decision is necessary to attain the
objectives defined in Article 3 and particularly in paragraph C)
thereof. Further it provides, that in fixing price limits the High
Authority shall take into account the need to assure the ability

to compete both of the coal and steel industries and of the
consuming industries in accordance withe the principles defined
in article 3, paragraph C)v .

Competition here is allowed in the coal and steel industries, yet the
community has in numerous provisions legislated against competition.
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Article 62 re—echoes article 53 and empowers the High Authority to

determine financial mechanisms to obtain the objectives of article 3.

In addition to all this, the treaty purpots to defend the existence and
continuance of this private Cartel, by giving the High Authority control
over state intervention. The authority for my submission is article

67. Sub (1) states

TAny action of a member state which might have noticeable
repercussions on the conditions of competition in the coal
and steel industries shall be brought to the attention of the
High Authority by the interested governments. !

Sub (2)

If such an action is liable to provoke a serious disequilibrium
by increasing the differentials in costs of production otherwise
than through variations in productivity, the High Authomty after
consulting the consultative committee and the Council, may take
the following measures, if the action of that state produces
harmful effects for coal and steel ent erprises coming under
the jurisdiction of the state in question, the High Authonity
may authorize that state to grant to such enterprises assistance,
the amount conditions, and duration of which shall be applicable
in case of a variation in wages and in working conditions which
 would have the same effects even if such variation is not the
‘result of a governmental act. "

If the action of the state produces harmful effects for coal or steel
enterprises, subject to the jurisdiction of other member states, the
High Authority may address a recommendation to the state in question
with a view to rémedying such effects by such measures as that state
may deem most compatible within its own economic equilibrium.

Sub (3) If the action of the state in question reduces differentials
in costs of production by granting a special advantage to, or by
imposing special burdens on, coal or steel enterprises coming under
its jurisdiction — comparison with the other industries in the same
country, the High Authority is empowered to address the necessary
recommendations to the state in question, after consulting the

consultative committee and the council,
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From the foregoing, it is apparent that the High Authority, is a powerful
organ in that it has the authority to control any attempts by a state to
intervene in the affairs of an enterprise. It can even order a state to
remedy a violation on its part. The High Authuriily has assiueed a higher
role over a government, in as far as matters pertammg to an enterprise

are concerned.

Here we notice subservience of an independent government vis—a—-vis the
High Authority, In corraboration with the consultative committee and the
council. At no point does the state have a say in matters relating to an
enterprise, but will get directions in form of recommendations from the

High Authority.

I cannot resist the conclusion that the European Coal and steel communi ty
has power like a private cartel, despite its attempt to denounce any actions
which are compatibie with a private Cartel. Somehow the cor;ﬁ"ﬁ'ﬁ"i"[v in
places where it has prohibited actions which are similar to a private cartel,
will allow later for such an action to be followed ~ see Article (5).
Inversely it will use article 2, 3, 4 as a cover-up, to justify competition,
restrictions on exports, and monopoly, to realize profits.

The European coal and steel community is a supranational organisation
set up in [95]l. Today we rarely get such kind of an organisation. We
have intergovernmental — organisations like OPEC which has power to
influence prices, but cannot dictate the production capacity in the member
states.

The member states would oppose a system purporting to control the amount

of production. Each state is free to produce any quantity within its capability.
From the foregoing we can safely assume that the European Coal and Steel
Community has power similar to that of a private cartel.
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It is also apparent that the E.C,S.C, Champions the interests of the
producers as opposed to the consumers. The world would appreciate
Cartels if they work for the interest of the public at large, rather

than for producers.

The question arising at this stage is "Can Cartels be legalized? Or

to what extent can the treaty of Rome which surveys the world through
be interpreted so that competition may be restricted or eliminated as

a result of lawful official sanction?. A commission provided with legal
basis was charged with the task of finding out if Cartels can be
sanctioned. IzThorraas Sharpe, submits that Yits inappropriate to

fill a possible lacuna in the treaty of Rome with something that does
not exist namely a legal power to approve Cartels which attempts to go
beyond article 85 paragraph 31,

In Germany the Cartels "strukturkrisenkartellV (a Cartel which has been
approved by a Cartel ~ authority after a decline in sales). It tries to
make adaptation capacity to meet® the demands. It works In the interest
of the whole German economy and consistently with public interest.
In as far as the European Economic Community is concerned, the
commission stated that its role
"Is to promote and establish structural change within a socially
acceptable framework, "
It dismissed as an illussion the claim that enterprises can protect
thémselves against such changes by coming to terms with competitors.

In Thomas Sharpels research paper, he cites the example of the
synethetic fibre industry which had over capacity. The industry had
misjudged the future demand of its products and the long period of
gestation before new investments came into operation, this meant
that it was incapable of responding quickly to changes in demand,,
here there was need for structural changes. The comnfission's
concern was to prevent accretion of new capacity. Here there was
N2 legal basis which would convert this aspiration, directly into an
enforceable obligation on the part of the undertakings or on member
States. The commission recommended that member states should
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abstain for two years from granting any regional orother aids to investment
projects which would result in an increase in production capacity.

(See European coal and steel community which emphasises that aid must

be called for to initiate new projects - article 54, )

The commission wants this aid to be channelled into efforts which try to
reduce over—capacity. There should not be excess quantities. A fainter
parallel to try and show the commission attitude was seen in the case of
the Belgium Government assistance to an oi!l company which wanted to
expand its existing oil refineries capacity. in Antwerp, the aid was
refused by the commission on the grounds that surplus capacity in
refineries was evident in Belgium and elsewhere in the community.
Similary the synethetic fibre industry was refused funds on the authority
of article 92 paragraph 3 {a) which prohibits aid to increase capacity
where there is already over—-capacity adversely affecting trading
conditions to an extent contrary to the community interest.... s

The Author submits that Cartels can only be legalised so long as they
prove that they are working for the public interest. The interests of

the consumer must be put before hand. Asrticle B85 (3) of the tir'éaty

of Rome does not have the powers to legalize Cartels. How about S 87,
which has "power to give the Council, acting on a proposal from the
Commission and after consulting the European Assembly, gives the power
to adopt appropriate Regulations or directions with a view to giving
effect to the principles set out in article 85 and s6?

S5-87 cannot legélize what S, 85 cannot, neither can it suspend the
operation of the former. S. 87 has powers of implementation only and

cannot provide the council with powers of suspension.
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In L. K. S.29 of the restrictive trade practices Act 1976 can be invoked
to sanction a Cartel. The treaty of Rome can do but little, However,
we cannot conclude on such a note, the.treaty has achieved a lot
especially under articles 92 - 94 -~ which ensure that aids_-f—lowing

are for the benefit of the Community as a whole. What if a Cartel

is incorporated into a national scheme, can this be sanctioned by
reference to community policy adopted by the Council? The answepr
was provided by a leading decision. '

In case 74/76 lanelli and VVolpi s.p.a. Milano v Paolo Meroni {1977)
E.C.R, 557

1. It was held ''this was not possible as this would constitute obstacles
. . )
to trade. Such an action does not constitute aid at allor

From the discussion above, it is apparent that the treaty of Rome
A —,

has formal limits which are stipulated by article 85 {(3). The

commission however must act despite the fact that it has met little

success at all.
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ISO.P.E.C. A CARTEL?
WHAT ACCOUNTS FOR ITS SUCCESS?

Chapter 4

"We have formed a very exclusive ¢club «+c¢¢..... Between
us we control ninety percent of crude exports to world 3
markets, and we are now united. We are making History. ul

"Sovereign nations cannot allow their policies to be dictated,
or their fate decided, by artificial rigging and distortion of
world commodity prices. "

Theories have been put up by politicians, and economists, as to why
O.P.E. C. was created, and Anthony Simpson with whom I find myself

in agreement asserts that "It was the criticism of the major oil companies
in the west! Iike the anti colonialists in the British Empire, they took
‘their weapons from their masters, and the awakening could be inter—

preted as a reflection of American democracy as much as of Arab
.

Nationalism%17,

The adoptions of the conference were announced on September 24 1960
as follows:— S

1. That the Oil Companies claim that there was over-production
of oil in the world was rejected, but it was generally agreed
that the producers would work in line with the Oil Companies,

in matters affecting price, fixing production.

2. The producing companies would use all possible means to make
the oil companies cancel their recent price reductions.

3. A permanent organization of petroleum producing counhtrles
would be formed and would be charged with the duty of
unifying and co—ordinating oil production policies. The
OPEC would consist of the five members (supra) but any other
substantial net exporter of oil could become a member. If una-

nimously accepted by the others.

4. The five initial member countries of the O. P. E. C. would .
submit the above decisions before 30th September 1960, to
the appropriate authorities in their countries!®, Meanwhile

a constitution to govern O, P. E. C. was later drawn at
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Caracas Venezuela. It came into force on May 1 1965. 19

The years from 1960 up to 1970's was a relatively calm one for O.P.E.C
¢. The impact of this organization had not been felt by the west
because at this juncture, leading oil companies were still in control

of the world!'s oil supply. The oil companies also were playing members
of O. P. E. C. against each other, hoping to break what the producing
countries héve often boasted of as "a cartel. The oil companies

were hot going to stand by and watch their position snatched away

from them, but the tide was slowly turning against them, and the

world would now read in newspapers of O. P. E, C. instead of the oil
companies. Obviously the governments which had supported these
companies in their exploits were now going to stand in awe as the

O. P. E. C. 'Cartel' dictated both terms and prices to thelr represent-

ative companies.

At first however, O.P. E.C. realized little success. For one thing
the organization was still totally failing to achieve any kind of effective
prorationing of oil production between its members. Saudiiﬁr-abia
which could restrict production, showed no interest to do so. The
problems became even harder as new oil producers sprang up and

were not members of O. P. E. C. This included Nigeria and Mexico

iran and Iraq were proposing "Programming” production according to
population, both having large population. Others wanted programming
according to need. The oil companies too were fighting hard to lower
the price of oil. The year 1973 is significant since this is the time the
Arabs imposed an embargo of oil supplies to the west and the Unjted
States of America. ¥urther, it is the same year that the Arab-~ Israelj war
war broke out. But perhaps the significance lies In the fact that the
consuming countries came to the realization that the producing countries
(Arabs) were using oil as a weapon (political) against countries which

were pro-israeli during the war, namely U. S. and Netherlands. 20.

The year saw the partial nationalization of the Basrah Petroleum Com—
pany in Iraq, and the greatly increased prices for crude ojf'. a1

As the war progressed, preassure built up within O.P.E.C. , seven
of whose eleven members are arab states for a stronger policy to be

taken in dealings with the oil companies which are principally U. S.
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based. Demands were partly based on market conditions, and taken
in the light of the combined effects of adjustments in currency parities
and inflation in the developed countries, a further major factor was
arab hostility to the U.S. and to a lesser extent certain Europeans
countries which gave support to Israel in her confrontation with the
Arab states. Anti U.S. feelings was further Intensified as a result

of the U.S. veto on July 26 on a U .N security counc¢il draft resolu-
tion, which inter-alia deplored Isaeli lack of co-operation with the
U.N peace efforts towards the Mid—-East and her continued presence
in the arab occupied teritories during the 1967 six day war. China

. o2
abstained from wvoting.

Such was the state of affairs, that a meeting had to be convened to set
up prices for oil. The new price agreement was between eight-of
O.P.E.C. members and the Oil Companies. At Geneva itwas
agreed that there should be an increase of 6.1 per cent in prilces

of crude oll, in addition to 5.8 % increase payable from Aprit 1. The
aggregate increase of 11.9% in the posted prices (wWhich are reference
prices against which taxes and royalties due to the producing countries
are calculated) was designed to compensate the oil producing countries
for losses In the purchasing power, of oll revenues resulting from tte
dollar devaluation of February 1973.23 From the foregoing, we note that
everytime there is devaluation of the dollar, there would be an increase
in oll prices. This is what the Geneva agreement stipulated in 1972.
The aforesaid agreement provided for adjustment of prices in relation
to International parity changes by establising an index to measure

any changes between the dollar and other key currencies. Nothing
substantlal was achieved because the meeting broke down in a dis-
agreement between the Companies and the A-pabs, As the oil compa-
nies insisted on modfying the 1972 Geneva agreemert, and the arabs
insisting that the Geneva agreement should be superseded. At this
stage, differences among the producing countries became manifest.

Iran on the one hand was fearing retaliatory moves by the industria-

lized natlons, since she was depending on their manufactures and
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armaments. Others were opposed to the nationallzation policies.

The most militant states were Libya and Iraq, while Kuwalit and Saudi
Arabia were neutral. Such signs are unhealthy for a cartel, generally
all members agree to a policy and differences should not arise at all.
(See European Coal and Steel Commwn'i:y). Negotiations opened on

May 28. According to the terms of the agreement reached at Geneva,
there was to be an tmmediate increase in oil prices, and modifications
in the formula for the future calculation of prices in the light of currency

fluctuations. The principal elements were as follows:—

1. The posted prices of crude oil were increased by 11.9% made up
of 5.8% payable from April 1 inaccordance with the terms of
the 1972 Geneva agreement and a further 6.1% payable as from
the date of the present agreement. in accordance wiﬁ‘ﬂﬁé’*revised

formula for calculating currency movements.

2, Formula established by 1972, Geneva agreement for a:‘&justing

posted prices to currency movements was revised, by

i)  adding the Australlan and Canadian dollar to the nine other
currencles (those of Belgium, France, West Germany,
Italy, Japan, Netherlands, Sweden, Switzerland, and the
U.K., the average movements of which against the dollar
served to indicate any necessary changes in posted prices

and

il) providing that the Index mowvement of these currencies
would be ascertalned monthly (on the 23rd of each month)
rather than quarterly as under the 1972 agr’-eement, and

7 that price adjustments would be made on the basis of move~
ments in the value of the dollar of one percentage point
rather than two, as under the 1972 agreement, and c¢ould
be upward and doesvnmward,
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3. The new Geneva agreement was to be regarded as a modifica—
tion of the 1972 agreement, which itself had been a supplement of
the five yvear agreement ,24 signed in Tehran in February 1971
This would in effect mean that the new provisions were therefore
to be operative until the end of the five year period laid down
in the Tehran agreement, i.e. until the end of 1975.. They were
also to apply to the automatic bncreases of approximately 5%
laid down by the Tehran agreem=nt to reflect world inflation

and increased demand.

A curious provision is to be noted onthe agreement that despite the
wording of the resolutions, these new provisions were to apply to the
six Gulf Countries, namely Iran, Ireg, Abu Dhabi, Qata_r‘,, Kuwalit
and Saudl Arabia. T e

In case of Nigeria, overall Increase was laid down as 12.41%,
additional 0.51% having been obtained as a freight premitum ,?r;:':ayable
from the date of the agreement. Libya — as had happened in 1971-72
agreements had a separate agreement which was essentially identical
with the main one. At the point, it isdoubtful whether Libya's agree-
ment was really identical with the main agreement in view of that
country's militant stand in ralsing oil prices, and her policies of

nationalizing oil companies.

It cannot escape the notice of a keen cbserver that when legal agree~
ments adopted are motivated by polltical factors, as seen earlier In
the chapter, they are bound to be ad-hoc-rules.and it follows that
such rules will work unilaterally or bilaterally. As will be apparent
later, neutral countries like Saudi Arablia and Iran were not willing

to adopt some of the formulations.

The year 1974, proved that O.P.E.C. was determined to increase

the price of otl. The year was marked by doubling of prices by
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exporting countries .25 There were sharp increases by major oil
exporting countries in December 1973 and January 1974, following
earlier increases implemented in the previous two months. At this
point, there was some degree of relaxation in the rate of cutback from
the arab countrles, which had been made during the Arab-Israell

war (Cctober 73). These sharp Increases were made by the exporting
countries on December 22-23 at a meeting held in Tehran. It was
resolved that the posted prices (on which taxes, rayalties, etc are «
calcutated would therefore from January 1 (1974) be increased to
$.11.65 per barrel, from the level of about $.5 in force since Nove-
mber 1973. The Ministersemphasizedthat, the new posted prices

had already taken into consideration the effect of the second Geneva
agreement which stipulated that there shall be periodic price adjust-
r'ﬂent.EE The danger of this second Geneva convention lies in-the fact
that, it legitimazed rules taken ad-hoc. and further was meant to . encourage
the p r-o du d-ey's to arbitrary keep onincreasing the oll prices -
leading to a spiral increase in prices.The justification used by the

Bregfyssrs Was that the industrialized countries have caused inflation

D T e p—— e = R LY =T

#—s H-ay HmH-aa.t;hw tn#l‘ntlna th.-s- ur}ﬂ-e BF ey Proouciss. PR gaducesrs

warned that If these indusirialized cxmtries continued causing the
irfFlution, the predusers wauld nol haallate to lnerease Hhe price &f !
oll,

In 1974, there was pegging of general oil prices, as the Gulf states

of C.P.E.C. — Abu Dhabi, Iran,Iragq, Kuwalt, Qatar and Saudi Arebla
agreed on December 22-24 to ralse posted prices, L.e. that used for
the calculation of taxes and royalties. Arabia light - 34 degree H.P.1
quality, effective Juanuary 1 1974 from about $.5.11 to $.11.656 per
barrell of 1569 litres .27 An extra-ordinary meeting of the oll Ministers
meeting in Vienna from March 16 - 17 agreed that the existing posted
prices should remain throughout the second—quarter of 1974. Further
price increase by O.P.E.C, was announced in 1976. Saudi Arabia

and Iran took a relatively moderate stard . Saudi Arabia under King

P— . 23 3 R
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Falsal was enjoying exellent relations with the United States. The
latter was selling to her manufacturers and military armaments.
Iran, was undergoing the "white revolution' under the Shah, and was
receiving jet fighters and other sophisticated military equipment
from America, and western Europe, so she did not want to jedbrpar-
dize her relations with such nations. We note that not all the members
applied the 10% price increase agreed upon on September 27 when
making subsequent price increases, the resulting disparities being
further accentuated by member tountrled continuing freedom in
absence of an agreed O.P.E.C. policy, to adjust the premiums
charged to take account of differing freight costs and the higher
quality of some oil in accordance with market conditions and thetr
revenue heeds. 28 Saudi Arabla and Kuwait, carried'Under counter
prices", that is cutting the prices....... 22 Attnis JunchirE—; it
would be appropriate to question the O.P.E.C. "Cartel” which the
producers had claimed and have still continued to insist that they
have formed. Lack of an agreed formula to follow in pricing the

oil led to some countries applying their own prices, other countries
like Kuwait and Saudi Arabia continued cutting down prices. The
European coal and steel community has a high authority which deals
with a membenr country that carries policies or undertakings tncom-
patible with the interest of the common market.ao The High Authority
has made theYCartel" under the European coal and steel community
very strong. But perhaps one may argue that effectiveness of the
"CarteMis felt when there Is an embargo, like in 19738 during the Arab
Israeli war. The year saw a total cut of supply to countries which
were pro-lsrael. The producer states unlike the member countries
of the European coal and steel community control production of oil,
the latter dictates production to its member countries and lack of
compliance with such a direction may lead to severe penalties being
imposed by the High AUthOr‘lty.31 Such a position cannot be tolerated

by O.P.E.C. which is an Inter-Governmental organization.
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The weakness of O .P.E.C. was ostensibly manifested in the year 1977.
In this year there was a disagreement on the pricing policy, this lead
to the introduction of a two-tier pricing system .32 The conference
was held at Doha in Qatar $rom December 15-16, By long established
convention decisions had hitherto been accepted by all members, even
where there had been strong differences in opinion. (i.e. Vienna in
September 1975, when Saudi Arabian opposatlon to a price increase
had been effectively over"-r‘l..lled.33 Again at Ball in Indonesia in May
1976 when such opposatlon had prevailed. 34 At Doha, the cutcome
was a two tier pricing system with effect from January 1 1976, in
which Saudi Arabia and the United Arab Emirates (U.A.E) increased
thetir prices by a substantially lower margin than that agreed by the
other C.P E.C. members. This meant that the “mar-ket:prtce" now
used by the marjority of O.P.E.C. members in calculating‘;mther‘
prices no longer corresponded to the actual selllng price of the grade
of oil (Saudi Arabia 34° light crude) to which it was linked. Moreoven,
the question of price differentials - a source of friction between the
various Q.P.E.C members for some time.as This was further
obscured by the announcement of the price lncrease agreed by the
marjority of members in that rate rather than percentage terms. It
must be noted that Saudi Arabia is the world!'s second producer of Cll
after the Soviet Union, but it is the leading exporter of oil. That is
why it takes decisions contrary to what the marjority states agree.
Even after the Doha meeting, the Saudi spokesman said that by taking
such an action , Saudi Arabia would deliberately increase the output
in an attempt to use market forces to undermine the marjority price-
increase. This was an unfortunate step towards the well being of the
"Cartel”. This is what one would refer to as competitlon with the
organization, and would ultimately frustrate attempts to make an
effective Cartel. (See the E.C.S.C) But as the meeting at Doha
broke in disagreements, one thing was evident — that the two tier-~
pricing system could not last for long. Practice implications of the

Doha decisions were further disturbed by effects of stock plling of oil
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consumers in late 1976 anticipating further Increases leading to a

fall in production. This meant that the producers were at a disad-
vantage, becaus e this meant loss of substantial revenue. The E.C.S.C
has rules which govern it when there is low production, this means

in effect that the community hardly realizes loss of substantial

revenue .37. The following were the new price levels:— The eleven
member countries had decided to increase the price market crude
(which had remained at $.11.51 per barrell since Cctober 1 1975, to
$.12.70 per barrell January 1 1977 and again to $13.30 per barrell

on July 1 1977, The "price at all other crudes" would be increased

by the flat rate amounts i.e. by $1.19 on January 1 and by a further

60 cts on July 1. Saudi Arabia and U,A.E. had decided to raise their
prices by §% only for the whole of 1977.

The two tier-pricing system was ended in 1978 after the Geneva
agreement in February of that same year. The member states were
determined to establish a united pricing policy. An agreemerit in
principle was arrived at between Saudi Arabia, the U.A.E. and the
other eleven members. According to the agreement, Saudi Arabia
and U.A.R. agreed to apply by July 1 the full 5% to bring them into
line with the-sther O.P.E.C. members on condition that the latter
should not increase the price of oil, Consequently nine of the O.P.E.C.
members - Algeria, Ecuador, Gabon » Indonesia, Iran, Kuwalit,
Nigeria, Venezuela, Qatar decided in the interest of O.P.E.C . Unity
to forgo the proposed increase of 4.7% on July 1 (From $12.75.to
$13.30 per barrell) in the basic reference price of thetr oil . Ecuador
aﬁd Indonesia, had no pians for an {ncrease. Iraq, Libya sSubsequently
indicated that they would cancel their July price increase only after
Saudl Arabia and U.A .E. had formally and unconditionally commited

themselves to a price rise,

As a result of this meeting the price increase was 8.5 - 9.5 per cent

compared with 10 = 11 per: €ent if there had been no settlement. The
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average price under the two-tier pricing system was estimated at

between 7 .85%.

In 1979, the world received shocking news as O P.E.C. made a further
increase in their price of oil. The Soviet Union welcomed this further
development and stated that this was "a legitimate act of retallation
against world capitalism". The 1879 price increase recelved condem—
natlon from the develogead and the developing countries. The develop-
ing countries were led in their criticism by the Cuban President Fidel
Castro while addressing members of the non-aligned countries in
Havana Cuba. The agreement fixed the basic 'markér‘ price' at a level
of 41.7% above this prevailing from July 1977 to December 1978, while
& ceiling price to apply after the imposation of market premia was
established at a level of some B85% above the same 1977-78 market
pr-lce.'s6 After this meeting, some countries took unilateral increases
in the official prices, this undermined the pricing structure agreéd in
June, whose ceiling level was breached in mid-Cctober in order to -

maintain the differentials between the various grades of crude.

Clearly, a keen observer cannot fail to see that in all major conferen-
ces which are held by O.P.E.C. to formulate thelr légal treaties,
personal interests prevall vis~-a vis attempts to create an effective oil
Cartel. On the one handwe have pricing militants for instance Libya,
Algeria and Iraq, whereas Saudi Arabia and Kuwalit are always against
decisions purporting to increase the price of oil, obviously for their
own personal reasons, (see, 1976 legal treaties) which are quite
logical. But perhaps the oll states could claim to have an oil - cartel,
{f they have a constitution-like of the European Coal and Steel
Community (E.C.S.C.) . Stipulations are well spelt out rules to be
followed in terms of crisis, a High Authority to penalize a member
state that purports to undermine the Cartel. In absence on an autho-
rity to deal with member states which urd ermine efforts of the other
states, O.P.E.C. can be describled as a 'weak Cartel'. One cannot
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fail to notice how rules are adopted ad-hoc as soon as there is
political turmoil. (See 1973 Arab Israell War) This consequently
leads to a lot of inconsistency within the organization, because some
of the member countries like Nigeria, Gabon and Indonesia are not
Aﬁab states and they might not genuinely share the views of the Arabs.
After all, the African states have got similar problems i.e. the illegal

racist rule in South Africa, the Arabs are not so vocal on such issues.

There is no way O.P.E.C.will boast of having formed an effective
Cartel, so long as legal rules adopted at conferences continue to be
ignored by some member states » in absence of an authority to deal

with such defaulting member states. Another factor dealing a cripp-
ling blow to attempts of having a Cartel s in regard to stock

piling.: The oil companies when they anticipate an increase [ the price
of oil stock pile the crude oil, this in turn leads to a low demand and
the production falls very low. Such a problem was seen in (1976).

The E.C.S.C. has spelt out stipulations to govern the member statés
when faced with a serious crisis like this by introducing a system of

quotas.

Further, by purporting to fix the price of oll according to fluctuations
in International monetary movement so everytime the Dollar fluctuates,
then the price of oil would go up, has caused serious problems, and it
is time O.P.E.C tried to fix the real price of oil and not to keep on
changing prices of oll arbitrary. The E.C.S.C. has definite fixed
prices and for any change which has to -be made in regard to the
products, a certain laid down procedure is followed. Such a position

s non—existance with the C.P.E.C. By adopting the policy of following
intermational currency movements, few states (members) have been
willing to observe this policy.. Instead you find them carrying on

under-counter reduced prices, and increasing thelr rate of production.

38
In this book = Anthony Simpson asserts that O.P.E.C. has formed
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an effective Cartel. He goes on to add that these sovereign states had
not realized the need to safeguard their oil wealth, and to combine to
confront the oil companies. He quotes the Shah of Iran as having said
that "what had held back C.P.E.C. had been the mystical powers™ of
the companies, and it wasn't until we realized ocur strength that we had
our strength"m. The Arabs learnt for the first time about the Cartel
from the F .T.C.39 F}-om the education they had received in England
and Washington. The point advocated by the author in trying to show
the world that indeed C.P.E.C has formed an effective Cari:el is both
misleading and short sighted, and this is apparent after reading the
resolutions passed {n various conferences by the member states.
These meetings leaves one In doubt about the effective Cartel. Both
the author and the producers claim to have been formed. Despite
disagreements and member states defaulting; the produc;s:"s"'tm
believe they have formed a very effective Cartel. For instance the
late Colonel Houari Boume'dienne of Algeria had this to say. "For
the first time in history", he declared, "developing countries have
been able to take the liberty of fixing prices of their raw materials
themselves" .40 Similarly Yamani of Saudi Arabia declared that "
"usually any Cartel will break up, because the stronger members will
not hold up the market to protect the weaker members. But with
OC.P.E.C., the stronger members do not have an interest to lower

the price and sell mor-e".40 Thié is what precisely Saudi Arabia did
in January 1976 and in 1977 when they tntroduced the two tier system,
In that year, we notice that the weaker members had to succumb to the
demands of Saudi Arabia and the U.A E. so that the latter could end
the crisls facing the loose Cartel. Statements like these are intended
to bluff the oil companies that there is in existence a very strong
Cartel .and as such they have no chance of playing the members against
each other to break the unity, and take control of the oil business they
have lost to the producers. The oll companies had dominated ths

world in this business for a long time.
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At this point, it would be worth while to examine what underlay the oil
companies formindable success, until they came to be known as the -
"seven sisi:er~s".4‘l Anthony Sampson has an excellent detalled account
of how the seven sisters came into beling, of these five are American :-
EXKON; MOBIL, SOCAL, TEXACO, GULF, the other two were
British - Petroleum (B .P) and the Royal Dutch Shell, Briefly the
sitvation was as follows. It all started when Rockefeller a hook keeper
in Cleveland U.S.A. went into partnership in a refinery with two
Englishmen, the clerk brothers but soon he bought them out. He
expanded, and brought in new partners, he not only was determined

to produce oil but refine it, and distributing it and undercutting his
rivals by cheaper transport. He also persuaded the rail companies

to give cheaper rebates to his oil so oil and railways grew together.
By 1970 after only seven years in business, he was able t:;ta"ﬁl ish

a joint stock Co called the Standard Oil Company, with a capital of
$1m of which he owned 27%. By bribes and secret deals, he estab~-
lished "friends"in' the legislature with teams of lawyers r-eac;y to
defend his interest. The industry expanded in overseas, the Middle
East and the Far East, where he bought a lot of concessionaries. By
1885, 75% of the standard business was overseas. Initially the Standard
Cil did break up, leaving each component to the state where it operated.
‘The reason behind the splitting of the Standard Oil was caused by the
adaption of Anti-trust Laws by the U.S. congress i.e. the Sherman
Act.

The West for ailong time (50 years) had taken for granted that oil was

in the hands of the seven glant oll companies of the world. It was they
not their countries that formed the Cartel. For decades » the companies
seemed possessed of a speclal mystique, both to the producing and
consuming countiries. Thelr supra-national expertise was beyond the
ability of national governments. Their income was greater than in
those countries they operated; their fleets of tankers had more tonnage

than any navy, they owned and administered whole cities in the deserts.
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They were the fore—-runners of present day multi-National Corporations.
At first, the five American companies had started by exploiting their
heme-fields, and they were content with this but as the future became
uncertain, they started looking abroad at the vast untapped resources

of oil fields. "The first imperialist world war made western govern—
ments realize how important oil was for their survival. The war was
being fought with tanks, planes and cars. "Cil", said Clemenceau is as
necessary as blood", "The allies", said Lord Curzon "floated to .
victory on a wave of oil". The Germans were in desperate need of oil,
while Britain had access to thepersian oil from B.P at Abadan, and
Shell Cil from Mexico and the East Indles. But America remained

the biggest supplier with 80% of all allied oil supplies, with a quarter
of all allies oil from a single company. BEXXCKON. Later we notice
great competition between the British, French and America-Gil-
Companies each trying to secure its own oil fields, this marked the
beginning of the control of oil fields in the Middle East and the Far

East and other areas leading in oil resources.,

The oil companies gave the impression of permanence and stability,
with their self perpetuating boards and beuraucracies and their evident
ability to survive two world wars and countless revolutions across the
continent. Their engineering achievements commanded the awe of
governments and the public. The oil companies had built great oil
refineries, complex industrial works for petrol chemicals and other
related by-products from oil, the whole enterprise seemed to mark
the triurrph of technology over man. (See Seven Sisters: P.222). We
must not forget that these oll companies were always supported by
their home governments in their endevours at the risk of an open
confrontation between the latter and the producing state. For instance
the state department pushed the companies into Iraq in 1920, and into
Iran in 1954, The companies had become uniquely internationalized,
and were playing the role of diplomats in foreign affairs for their

home governments. These seven companies despite the severe
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competition that existed between them "still preserved a family

likeness and closing ranks when challenged by outsiders".

To know the. reasons for C.P.E.C's success, we will have to examine
economic factors, political and legal factors if there are at all. The
view of the Arabs was expressed by the late Algerian President Colonel
tHourt Boume dienne."” O.P.E.C's success, depended on taking
control of its own resources, and no recovery was possiblewhile the
multi-national corporations remained in control, "those post masters
at the art of making concessions {n order to safeguard the essentials”,
Seizing control of their own rescurces is just like a country gaining
its political independence. The presence of companies drilling their
oll, was seen as colonialism by Arabs. It is also clear that oil is a
unique commodity, and ranks by far the most important valuable
product. It cannot be stockpiled or stored for long term supplies,
except under the ground where it originated, at times there will be
shortage and the next moment the oll wells dry up. This makes olil-
an exception to the rules of the market. This fact is further hardened
by the realization that Saudi Arabia the leading exporter has least
need for money. Above all, "the oil business had already been in the
hands of the partial Cartel of the seven sisters who provided a world
rmarketing and allocation system, so that the formation of a producers!

'Cartel' was made very much easier”,

A forceful argument has been put forward to the effect that, although
substitites for energy do exist (notably in the form of nuclear energy
and gasification of coal) cannot be developed on a large scale to meet
world demand. Again, it is thought that it is unlikely that oil reserves
will be found in the near future. The North Sea has a potential of 3D
million barrells, whereas proven reserves of the Arab states is

300 million barrells. The U.S. i{s no longer self suffictent, and is
expected by 1980 to have imported over half its requirements » With

2% of the supply coming from the Middle East. Its fuel consumption
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unless cut down like in 1973 will be about that of the whole of western
Europe .43 The Arabs continue speculating currencies, invading the
worlds stock ma rkets, or upsetting the currency system by floating
liquid funds — from country to country in accordance with political fancy,
which defies resolutions passed in thelr conferences. This became
ostensibly manifest in 1973 during the Arab Israeli war, when the

Tehran schedule became a scrap of paper and the oil prices shot up by

70%.

Zuhayr Mlkdashf‘gubmits that the strergth of O, P.E.C. lies in their
concerted collective action in exploiting market conditions of Inter—
mational oil, although in some conferences, rivalry and antagonisms
have predominated .45 The General Secretary of C.P.E.C. has
clearly stated that the external threat of consumer count;lé_-s"T:B"{nter—
vene on behalf of their oil companies, like the one voiced by U.S.
Secretary of Treasury Mr Conally has solidified the unity of the

producers states.

Nadlm pachachi 48 argues that environmental factors are responsible
for the tremendous achievement of C.P.E.C. According to this

author: , the solidarity of member countries vis—a vis external

factors notably international companies and major importing countrizs,
coupled with the economic characteristic of petroleum as an interna-
tional commodity facing relatively high growth and inelastic in demands,
has achieved great success for the producers. 'O.P,.E.C success"
writes Aldeman 47, in raising prices is due 'to the collusion of the
member international companies and the larger country governments,

working hand In glove with the companies™.

Mikdashi, in his contribution sees the membership of the producers
as having enough cohesion to withhand preassure from within the
organization itself, and despite their multiple differences C.P.E.C.

leaders have come to realize that unless they hang together they will
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1ang separately.48 Benefit of collective action was evidenced in 1970

and 1973, the producers then realized their strength.

There is no doubt that the arguments put forward in this chapter are
both forceful and note worthy, and I'm in fundamental agreement with
the authors contributions. Among the most convincing factors leading
to the success of the organization is the economic factor. Political
reasons (on the part of the Arab states) should not be overlooked.
Controlling the source of the oil and using the world market allocation
system already set up by the seven sisters, and finally but not least
the economic characteristic of petroleum. There are no legal factors
that can be attributed in this chapter. Throughout we have seen how
legal rules passed in the organization's conferences .are in rigged by the
member states. Petrolzum is so much in demand for practically any
activity one may think of and whatever the prices, the COI;\;I:IFHEFS will
always be prepared to pay for this essential commodity, because it is
as was observed by an Arab delegate "the nerve of civilization". The
world market and allocation _system setup by O.P.E.C.'s predecce-
ssor, the seven sisters has helped the former a lot. In the world,
primary producers would like to have a Cartel for their produce, but
they are not willing to start it by themselves, they would rathe r have
someone start it for them by creating a mar-két and an allocation
system ard then they would gladly take over. But the success of such
a Cartel would remain very doubtful, O.P.E.C. despite its insistence
that it is a Cartel, is nothing more than a ' Trade Union of Oll Sheikhs! .
It is a body that collectively makes policy intergration rules to achieve
thelr objectives by whatever means. This view was expressed by
Joseph Nye 49. The policy rules however do not get the full bkesslngs

of some member countries who default for their own valid reasons.

The future indicates problems, for the exporting countries. Alterna-
tive sources of energy will have to be found. Attempts are being

made to trap the sun's energy, efforts are also being concentrated
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to make nucleur energy, and unless an achievement {s made the major
oil consumers like U.S.A ., Japan and Western Europe may fesl
obliged to intervene on behalf of the oil corrpanies and seize control

of both the production and distribution of oil.

The U.N. charter in its preamble, states that all states and peoples
have pledged to each other and to all mankind their continued effort

to practice tolerance to develop friendly relations among nations

baSed on respect for equal rights ...... to co~-operate in an effort to
solve intemational economic and other problems; to live together in
peace; and to settle disputes by peaceful means in such a manner that
international peace, security and justice are not endangered .50 By
coercln951, the world, the Arabs have impalred articles 2 (4) of the

U .N. charter that prohibits threats or use of force in a m;.;;;:_tncon-
sistent with the purposes of the U.N. The recent General Assembly
resolutions have reiterated the priority of other goals = that the natural
resources be used or controlled in such a manner that international
peace is served and the coercion of other states does not reach imper—
misible levels. It is lronic for the producers to do this, yet they
approved the U .N. declaration on prlciples on International Law
concerning friendly relations and co-operation. My submission is
that its time the issue of continued violation of the U.N. charter is
brought before the General Assembly and strong action should be taken
against the oil exporting countries, even if it means taking control

of this very vital commodity upon which mankind!s civilization and
survival depends. As matters stand now, international peace and
security stands in grave danger, and cannot be sacrificed by letting
the exporting countries infringe international laws responstble for
peace for benefit of the producers. The benefits are seen mainly as
political (ofcourse for Arabs). The aims are "o force an overall
settlement upon Israel on terms satisfactory to the Arabs through
coercion of Israel itself or through the use of force to make others pay

more attention to Arab claims and demands; to seek a continued
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embargo against any country supporting Israel {n any manner, with
each country classified as either friendly to the Arabs, neutral, or
supporting Israel; to force other states to severe deplomatic and
trade relations with [srael; to compel other states to external mititary

aid to the Arab nations; to compel other states to extend economic aid

to the Arabs" .52

The Arabs will have to realize that the question of the Falestinian
people can only be solved peacefully by the U.N. which is the legiti-
mate and competent organ for dealing with matters that pose a danger
to the security of the world and not the Arab oil weapon. The Aprabs
will have to choose between the two . Whatever their diclsion, peace
arnd security in the world must be maintained. The world will not
stand by and see the 1973 embargo repeated by the Arab producing
states who happen to lead in production and export of ofl.

The oil exporting countries must also realize that new sourdis of oil
are being discovered each time, for instance the Ekofisk field in
Norway, the Northsea potentlals, Mexico and ofcourse the U S.S.R
which is the world's leading producer of oil. In future, O.P.E.C.
may have to find that it will need to reach a kind of agreement with
these countries on prices of oil. hShe may find that she can no longer

wor¥k in isolation. uThese countries are a potential future tl'\r‘ea'tll:"s.':s
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CONCLUSION:

The organisation of petroleum producing countries (O.P.E.C.) is not a
cartel. This peculiar organisation is similar to what one may refer to as
a Trade Union. This body makes policy intergration rules to achieve

its objectives by whatever means. Throughout we have seen how legal

rules adopted at various conferences are flouted by some members.

The constitution creating this organisation is not comprehensive like the
one under the European Coal and Steel Community (E.C.S.C). The
members have done nothing to widen its provisions to cater for the various
actions they adopt at major conferences, and that is why there is evidence

of ad-hoc~rules, and spiral price increases.

O.P.E.C. will never claim to have formed a Cartel as long ahsh“dffférences
continue among the member states. On one hand we have price hawks like
Libya, Nigeria, #ag and Algeria, and on the other we have less militant
Price states like Saudi-Arabia and Kuwait. Saudi Arabia as previously
pointed out by the author is the world!s leading producer of oil after the
quiet Union, and ranks top in oil - export., 1 fail to understand how the
exporting states can claim to have formed a Cartel when Saudi Arabia

continues to increase its production capacity as well lower oil prices.

Normally a Cartel will break if strong members will not hold up the market
to protect the weaker members. This is what has happened. Saudi Arabia
has completely failed to hold up the market for the benefit of the weaker
member states, and has continued to lower the price fixed in the various

conferences as well as increasing the rate of production.

The absence of a High Authority to deal with a defaulting state like Saudi
Arabia is seen as the cause of the problem mentioned above. Such an
Authority if created would make the legal rules adopted in conferences -
effective, and by so doing the exporters would hang together in the market.
However, we must not overlook the fact that O.P.E.C. is an inter-

governmental organisation as opposed to the E.C.S.C. which is a supra-

National organisation created in 195i. The former cannot tolerate an Authority

dictating the rate of production, whereas the latter does such a situation is
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bound to create a lot of problems.

O.P.E.C. owes its success to the economic characteristics of oil, the demanid
for oil is so great that its inconceivable far mankind civilizationto advance
without it. So much is the importance of #is vital — commodity that the

consumers are prepared though unwillingiy to pay for the arbitral prices.

Another factor which cannot be overlookedis political (i.e. for-the Arab
exporting states) these states have succesded in blackmailing the:
industrialized nations into accepting the@rpolitical demands, arvd they have

succeeded.

There are no legal factors that can be atributed to the successzof this
organisation. We have seen how legal rufles adopted at major conferences
' are defined. The position cannot bes exgected to change in the.ngar
future in the absence of a kind of an autharity created to penalize a
defaulting member. As for the constitulien of O.P.E.C. it is nothing
more than a scrap of paper, it has no pravisions providing for sg.r_ucturing
On the whole it lacks the camprehensiveness like The treaty

of oil prices.
the treaty of the latter has created provisions

governing the E.C.S. C.
which has given the community powers similar to that of a private cartel.

My submission is that O.P.E.C. is a body obviously very different from the
E.C.S.C. which has powers similar to #hat of a private cartel. I[n the latter,
we witness subservience of an independeni government vis—-4-vis— the High
Authority whereas in O.P.E.C. the sovereignty of the states is unchallenged.
Although, the effect of O.P.E.CI!s actions has created an impact just like a.
private Cartel would, such a reason can be attributed to the economic

characteristics of oil and no more.

It is time the consumers collaborated with new producers like Great Britain

and Mexico to increase their production capacity and lower the price of oil.

Such a move would break O.P.E.C.!s holdin the international oil markets.
Unti] such a move materializes, we will hawe to contend with the present

gas crisis.
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St ¢Comalituliean! Docaments

TREATY "CONSTETUTING THE
ELUROPEAN COAL AND STEEL
COMMUNITY

Aprif 18, 1951, as amended April 18, 1965,
Apeil 22, 1970, and January 22, 1972

The President of the German Pederal Republic, Ths Royal Highaess the
Prinee Roval of Belgivm, the Presilent of the Freueh Repablic The Presi-
dent of the [ahan Bepublic, Her Royal Highness the Grand Duchiess of
Lauxewmbourg, Her Majesty the Queen of The Nelherlands,

Considering Uit world peace may besafegmarded only by ereative efforts
cqual to the dangers which menacee iv;

Conrineed that the contribution which an organizad and vital Burope
can bring to civilizuion is indispensable to the maintemanee of peacelul
relalions; X

Conscions of the Tact That Purope can he bhuill only by conerete actions
which ereato @ real solidarity and by the establishient of common bases
for cconomiv development ;

Destrons of assisting through Che expansion of their basie proaduction in
raising the standard of living and in feethering (he works of poice;

Pesolred Lo substitute for historie rivalries a fusion of their essential
inferests to establish, by erealing an ceonomic connnunity, the foun-
dation of a broud and independent commumily among peoples long divided
by bloody conflicts; and to lay the bases of institutions eapable of giving
direetion to their fatare conunmon destiny;

Hare decided to ereate a Furopean Coal and Steel Conuounity and Lo
this cnd have desiguated as plenpotentiaries: (names follow)

Which, having oxchanged their powers. found in good and due form,
have agreed Lo the following provisions.

TITLE T PHE EUROPEAN COAL AND STEEL COMMUNITY

Artlo 1. By the present Treaty the igh Contracting Parties mstitule
wmong themselves o Buropean Coal and Steel Community, based on a
common warket, commnon objectives, and common institutions.

U Fnglish test publishied Ly tie Community and veprodoced in 2ud edition, together
with amendments of 1965 and 1970, translnted from Freneh 1078 teat of Treatics by
the Editor, nnd 1972 Adjustments to Treatics published in Olfwial Jowrnal Specisl
Edition of 27 Mareh 1972, Ed.




Enropan Coal au! Steel Community 845

Art. 2. Phe mission of the Baropean Coal and Rleel Comnumily is to
contrilmte to cconomic expansion, the development of criployment and
the improvemwent of the standard of Livitee in the participating comrrices
Phrough e institution, in harmony with the gepneral ccotionny of the mem-
ber Stales, of a common warket as defined in Arniche 4

The Conmnnnity must progressively establish conditions which will in
thenmelves assuve the most rationad distribution of produetion at the
histiiest possible ey el of productivity, while safecuarding Tthe contipnity of
crployment s avaiding the eveation of fundinmental and persistent dis-
turbattees in the ceonounes of the nember States.

Are. 2 Within thie auawe work of their respeetive powers and responsi-
bilities and in the conunon interest. the institutions of the Comnity
shall:

() see thal the common market is recralarly supphied, taking account of
tte needs of third conntries;

(i) assare Lo all constmers in comparable posttions within the comnmon
market equal aceess o the sourees ob production;

ie) soek the establishment of the lowest prices which are possiide with-
oul reguiring any correspoteding rise cither in the prices cliarged by the
suie enterprizes in other transactions or in the price-lovel as o whole in
another period, while at the saee time permitting necessary aunortization
and providing normal possibilitics of remuneration for eapital investod;

(d) see that conditions are maintained which will encourage enlerpriscs
to expatid and improve their ability to produce and to promote a policy of
rational developnent of uatursl resources, avoiding inconsiderate exhaus-
tion of such resources;

(¢) promuote the iinprovement of the fiving and working conditions of
the lubor foree in cacl of the industries wnder s jurisdiction so as to ke
possibie the equalization of such conditions in un apwerd direction;

(f) further the development of international trade and see that Cqui-
table limits are obaerved in prices on external markets;

() pronote the regular expansion and the moderiization of production
as well as the improversent of ibs qualdity. under conditions which ireelude
any prolection against eompeting industries exeept where justificd by ille-
gilintt e acton o the part of steh industries or i their favor.

et 4. The follo vines are teeogmized to beoimeotnpad ible wathe the eo-
mon tarket for voal ad stea, and are. therefore, 2holished aud proliihited
within the Community i ibe nesngier set forvh i the peesent Trealy :

(1) inpert and export dutices, or clarces with an eguivadend effeet, and
auantitative restrietions on the movevient of coal i steels

by measures or practices diseviminating anmong producers, o Luy-
ers o among constiers, specifically as eoneerns price s deftvery tenne anl
trapsportabion rates, as well as measures or practces which Lanper the
buyer in the free cholee of his suppher:

(€} subsidics or stule assistance, or special charges nuposcd by the stute,
in any form whatsvever;

(d) restrictive practices tending towards the division of markets or the
exploitation of the consuwer.
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Arl 5. Mhe Community aliall aecomplish its mission, under the con.
ditions provided for in the present Tacad y, with linited direct intervention.

To 1his end, tho Commumnity will:

enlighten and facthiate (he setion of the interesfed parbies by col-
leeting imformation, organizing consultations and defining general objee-
tives:

plaee finaneial roeans wl the disposal of enterprises for flear invest-
wwents and participate m fhe expenses of pradapitantion :

.- assuye (he establishient, e nrintenanes and the observance of
poriad conditions of competition and fake Jireet action with respeet Lo
production and the operation of the market only when circumstances make
it nhsolntely neeessary

- publizh the j'l.h-.i.if:i;';nlmm for s action aml Podie Lhie pecessury nwns.
uress Lo ensuee alservines ol e Tufes set forthin the present Treaky.

The institntions of Lhe Conpmunity shiall carry onl these aelivities with
as httle administrative machinery as possihle wndd in elose co-operation
with the mderested parties.

art. 6. The Commmunity shall have juridical personahty.

{n its micrmational relationships, thr: Commmily shall enjoy the juri-
dieal capueily pecessary to the exereise of s funcellons and the attainment
of ils el

fun each of the member Stafes, the Connnunity shall enjoy the miest
extensive juridical capacity which 1 recogtinzed for legal persons of 1he
wationahity of the conntry in questien, Speefieally, sy arinire aimd
transfor real and personal properts, and may sne and be sued oils own
{HER LR TR

The Comnnmity shatl be represent. T mstitutions, cockione of thew,
acting within the framework ol ifx own powers responsihilities.

TITHLE KL THE INSTITLETION S O LI oM MUNVTY

trt. 7. The institutions of the Comnniuity shatl be ag follows:
a Higls Authority, wssisted by a Constllatin e Connnittes;
- a Cotnmon Assembly, Lierealler refertoa 1o s “the Assembly':
-~ a Special Couneil, composed of Alinishoers, heeafter reforced o as “the
Council ™ ;
— a Court of Justice, herealter yoforred Lo as ““Lhe Court™”,

Chapler 1. The hgh Authority

art. 5. 'The High Authority shall be respunsible for assurmg the fulfil.
menb of Ll purposes stated in the present Teeaty under the terms thereof,

Art, 9-13.  Abrogated.

Art. . In the execution of 163 re:‘.pmnsihilitit-s winier the present Treaty
and in aceordance with the provisions thereof, (he High Authority ghail
Yisue decisions, reconnnendations and opintons. )

Docigions shall be binding in all therr details.

Reconmuendations shall be bindmg with respect Lo the objectives which



5

eSS

European Coal and Stecl Community 7 ]

tuey specify but shall leave to thoso to whom they are diroeted the choice
of uppropriate means for attaining these objectives.

Opinions shall not be bindinrg,

When the High Authority is cmpowered to issue o decision, it way limit
itsell to making a reconunendation.

Art. 13, The decisions, recommendations aud opinions of the High Au-
thority shall state the reasons therefor, and shall taie note of the opinions
which the High Authority is required to obluin.

When sueh deeisions and recoumendations are individuoal in eharacter,
they shall be binding on the interested party ipou their notification to him.
In other cases, they shull take effect automatically upon publication.

The High Authority shall determine the manner in whicli the provisions
of the preseni urticle are to be carried oul.

Art 160 The High Authaority shall tnke adl appropriate measures of an
internal pature to assure the tancltioning of its services.

Arto 7. Abrogated,

Axt 481 A Consaltative Commitioe shall be: atfached to the High An-
thority. It shail consist of not less than sixty and not more Lhan cight y-
four menibers and shall comy rise cpoal nunbers of producers. of workers
aml of consunwrs und dealers,

The members of the Consalfatie s Cowmntien Jhall b appointed by the
Couneil,

As coneerns produsers and worliers, tho Conne b -badldesignate 1 he veproe-
sentitoe ¢ organt o hons amonme v bieh o shodd allecate the seats to be tlled.
Bacn organization shall be asied to draw up u lisy comorising twice the
nuinber of seals allueated to it Desigmabions <hall be wade trom 1his list.

The members of tie: Consultative Connuitiee shati bo designated in their
mdividual capacity. They shall uot be bound by any wuandate or insirue-
tion from Lhe organizations which proposed them as cundidates.

A President and officers shull be elected for one-year terms by the: Con-
sultative Committeo from its own membership. The Committee shall fix
its own rules of procedure.

Art. 19.  The High Authority may consult the Consultative Committee
in any case it deews proper. It shall be required to do so whenever such
consultation is preseribed by tho present Treaty.

The High Authorily shall subiut to the Consultative Comumittee the
general objectives und prograius established under the terms of Article 48,
and shall keep the Committee informed of the bread lines of its action
under the terms of Articles 54, 65 wnd GU.

1f the High Authority deems it necessary, il shall give the Consultative
Committee o period in which to present its opinion of not less than ten
days fromu the date of the notification to that effect nddressed to the Presi-
dent of the Committee.

The Consultative Conunittee shall be convoked by iis President, either
at the request of the High Authority or at the request of o majority of its
members, for the purpose of discussing o given question.

1 As amoended by the 1972 Accessiun Act.
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The minutes of the meetings shill be transmitted Lo the High Authority
and to the Council at the same time as the opinions of the Committee.

Chapter 11. The Assembly

et 20, 'Fhe Assembly. composed of representatives of the peoples of
the member States of the Community, shall exercise the supervisory
nowers which are granied Lo it by the present Treaty.

Are. 21. 1. The Assembly shall be composed of delegares whomn the
parlinments shall be ealled upon to appoint from among thewr members in
accordaneo with the procedure lnid down by each Member State.

a1 The number of these delegates shall e as follows:

Belginm . . o o . o 0 o e e 14
Devymark .« . . - o o o . - . 1o
GOorImany .« « « =« o« o« o s - . 36
France . « o« « « « -+« o - . . 80
Treland . . « = « « « + « « o - - 10
Maly © . . o o« « o o e e e e 305
Luxembourg . . . .« .« < . - . 6
Nevherlands . .

. - . . £
Norwny. . . « - « = « - - - - - 10
linited Kingdom . .. - 1)

3. The Assembly shall draw up proposals for elections by direet vuiver.
sal snuffrage in accordance with a1 unifovm proccdure nall membor States

The Council, acting by means ol a unanimous vole, shall determine the
provisions whieh it shall reconmnend to Memboer Btates for adoplion in ae.
cordance with their respective consiitutional rules.

drt. 22, 'I'he Assembly shall hold an anpunl sessiorn. It =hadl conyg
regulariy on the secomd Puesday in Mayv.

The Assembly may be comvulkaed o extraordinary sesston on the reqn .

of Llie Council in order to state its GPTHON 0N such questions as may b pat
to it by the Couneil.

14 may also meet in extraordinnry session on the reque
it2 membeors or of the Thgh Anthonty.

et 23, The Assembly shall designate its Fresident ated otlicers frag,
among its moembership.

The members of the High Auathority may attend all roectings, T
President of the High Authority or such of its moembers as it may desiom, .
shall be heard af. Cheir request. . ) i

The High Authority shadl reply orally or in writing to ull questions ;e
o it by the Assembly or its memb rs.

The memboers of the Council may attend all meetings and shall be beara
at their request.

stoof o ooty of

et 2. The Assembly shall diseuss in open session the general repore
subinitted Lo it by the High Authority.

If 2 wotion of censure on the High Authority’s adiministration s yn -

'&‘.
1 As amended by the 1972 Accession Act.
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Lz

sentoed Lo the Assebly.a vole ey b taken thereon anby after o period of
not loss than three davs follow e it introdueion, and stueh vode shall be
by open baltot.

[f the niotion of eensare is adepted by twa thinds of the tuenbers present
and voling. representing a majoriy of the total inembership, the members
of the High Authority mast resign ina bodyThey shall eontinme to carry
ont enrren] Disiee. witil theit replicement. inaecordanes with Arkicle 10,

At 25 The Assembly shall fix its own rules of procedure, by vole of &
najority of its total membership.

Phe acts of the Assombly shall he published i a mamer o be pre-
seribed in sueh rules of procodure,

f'flu.l‘r}h r l.” T’H‘ Conm lf

et 26, The Couneil sball exercise ifs fimetions jn the events and in
the marmer provided in the present Treaty, iu particuiar with a view to
harmonizing the action of the High Authority and {hat of the govern-
ments. whicli are responsible for the general eeonomic policy ot thetr
vounlries,

To this end. the Couneil and the High Authority shall consuli together
and exelianere information.

The Cotmeil may request the High Authoriy to examine all proposals
and measures which it mayv deent necessary or appropriate for the reahze
ation of the comnmon objectives,

Art 27,0 Abrogaled.

A7E 280 When ihe Comeilis consulied by the High Aathority i shall
camsidor the matter withow neesssrily aking o vote, The minntes of s
proceedines shall be forwarded to the Thglt Authority,

Wherever this Treaty requires that the assent of the Conmetl be vy,
that assent sha't he eongidered to have been aiven 1 the propose! -
mitted B the Thel Authority receives the approtals

ol an ahsolate majority of the repres niatives of the Member Srates,
metudin 11 e votes of the revrcientatives af Teo AMoeber States whieh
each prodiee il Wit ome eiahid of the tadaboabie e cont and ~{feeb oul -
pre o the Congaamint sLor

o the e et o e eotad devgon b v anaed @0 vhe High Aathonity
saintains 1 proposal after o eeond Biscussion, of 1he represendabinves of
three Metle r Statos which caeh produce st feast ane cizht? of the total
value of the coat and steel enipat of the Conmuty.

Whereyor (his Treby requires & HpEnimons dechion or oty o
cont. such devision or assent shall have beew duly given it all the metubers
of the Couneil vole in favor. However, for the purposes of applving Arhi-
cles D1, 32, 82, T8¢ and T80 of Bhis Treaty, and Artiele 16, the third para-
araph of Article 20, the fifth pa ragraph of Article 28 and Articlo 44 of the
Protocol on the Statute of the Court of Justice, abstention by members

1 Ag amended by the 1972 Accession Actl.
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present in person or represented shall not proven! the adoplion by the
Council of acts which require nnanimil-y.

Deeisions of Lhe Couneil, ather than those for whicha pundified majority
or unanimily is required. shrll Be taken by o vole of the s goril v of ils
members; this majority shall be considered to be attamed if it represents
an absolute wajority of the representatives of the Member States, ineluding
tho votes of the t'rprvﬁvm.11-1\'11.»& ol two Member Slales which each prodne
at least one cighth of {he tokal value of the voal el stecl ontput of the
Connmumty. However, for the purpose of applving Hhose provisions of
Articlos T8, T8h and T8d of this Treaty whiel regqiire o i ified ps jority.
the votes of the members of the Comnerl shall be woighted as follows:
Belgum H, Denurs 5. Gorgamy 100 Franee 10, Treland 3, Ty 1o,
[axcmbours 2, Netherlaud - 5. Norway 3.t nifed RNingdom 10, Fuor their
adoption, uets shall require af least forsy-throe voles i frvor, vast by ne
o AINTENRE 1r.--1|~i|l'rﬁ,

Where i v be s o ken, Gy paee v o she s ounetd saay aet on el g
nob more T one odher emier,

he Conneil shadl deal witd: fhe Yoombe r States thronah s Prosidem.

The aets of e Connedl shall e pubhisiied imesuch a nmer as ity
docide. )

JArl. 29 and Avi. 30, Abrogated.

Chapler 13, The Court

Art. 31. 'The function of the Court is to ensure Lhe rale of law in the
interpretation and application of the present Treaty nnd of its imple-
menting regulitions.

Art. 320 Tho Court, of Justico shall consist of eleven Judges.

"The Courl shall sit in plenary gsession. Tt may, however, sel up chambers,
cach composed of three or five judges, in order oither Lo conduet cortane.
enauiries or to judge cortain calegorics of enses 1 accordance with pro-
visions Lo be laid down in rules for this purpose.

The Court shall, however, always git in plenary session iy order to hear
cases submiitted to it hy a Member State or by ane of the institutions of the
Cotnmunity or to deal with preliminary questions subinitted {01t pursman
tu Article 41.

Should the Court so request, the Council may, by means of a unanitmous
vote, inercase the number of judges and mnke the requisite amendments to
the second and third paragraphs of this Article and Lo Article 82 (), sceand
paragraph.

i {7t. 32A.1  The Court of Justice shall bo assisted by three Advocates.
ieneral. )

The duty of the Advocate-General shall be to prosent publiely, with
complete impartiality and independence, reasoned conclusions on' Cilsens
subnitied to the Court, with a view to assisting the intter in the pvrfnr.m-
anco of its duties os laid down in Article 81,

} As smended by the 1972 Accession Act.



Enropean ¢ and Steel Connmitn ity a5l

Sliomld the Court so reguuest, e Conmet! iy, b s of o RIS
vole, meroase Hhe mmober of A voratosConeral and make the requisite
amendments Lo Artiele 32 (4). thir:! paragreaph.

drf. 32130 The ndges and the Advacates-General shall be ehiosen from
among persons of indispuiable independenee who fufil the comdi ons re-
anired for the holding of the hushest ndietal office i their respeciive conti-
tries or whe are jorists of a recarmized compets nees they shall heappoinied
for o term of =ix vears by the Governonts of Yombier Stategaetingg meotn-
nwan agreement

Fvery throe vears theve shall e partial replicenwnt of the Judge
SQix and five ol shie it be voplaeed altoraately,

Bvery thiree vears there ahli b s partint repleonent of the Advorntes.
Goneral. On and twe Slvoent setenerab sl AV e voplaeed atternadely.

The retizie pudaes and Vdve ates-Genera! chall he olinlds Tor reap-
negnd el

The judges shall wppoint from amon:s (heir metahers ila Prestdent of
the Court for a tarm of three years, Al torm slindl Do reneaatble.

r. 320, The Court shall appoint its rogistear and deterinine his satus,

frt. 33, The Court shall have jurisdiction over apneals by o member
State or by the Council for the annulment of deeisions and recommenda-
tions of the High Authority on the grounds of lack of legal compelence.
substantial procedural violations, violation of the Treaty or of any rule of
law relating to its applieation, or abuse of power. TTowever, the Court may
not review (he conclusions of the High Authority, drawn from economic
faets and eireumstances, which formed the hasis of such decisions or recoin-
mendations, excepl where the Figh Authority is alleged (o have abused
its powers or to have clearly miginterpreted the pravisions of the Treaty
or of a rule of lnw relating o its applieation.

The enterprises. or the associations referred to in Article -5, shall have
the right of appeal on the same grounds against individunl deesion: and
recommendations concerning them, or against general decisions and recow-
mendations which they deem to involve an abuse of power uffecting them.

e appeals provided for in the first two paragraphs of the present arti-
cle must be taken within one nonth from the date of the notification or the
publication, as the case may he, of the decision or recommendation.

drt. 34. If the Court should annul a decision or recommendation of
the High Anthority, the matter shall bo rema nded to the High Authority.
The latier must take the necessary measures in order to give effect to the
judgment of annuhuent. Tn ease o deeision or recommendation is ad judged
hy the Court to involve a fault for which the Community s liable, and
causes a direet and particular injury bo an enterprise or a group of enter-
prises, the High Authority must take such measures, within the powers
granted to it by the present Treaty, as will assure an equitable redress for
the injury resulting from the decision or recommendation which has been
annulled, and, to the extent necessary, must grant a reasonable indemnity.

It the High Authority fails to fake within a reasonable period the meas-

1 As amended by the 1972 Accession Act.
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S anartretional Docwmends
nres repired to cive offeet oo judiend of aanulmend, an acpead fo
Jarnages ouy be bmoean hotore the Donr.

Lirt A3, I the eases where the High Anihority ix requoared T e
vision of the present Treaty or of dplementing regulations ro 1o
deeision or recommendation. and frils to falfil this abligation, such ois.
gion nuay be brought to its wbtention by Lhe States Conneil or Lhe ender-
prises and qagneintions, as the vase may T

Tl s <hall T troe af (he Theh Authority reframs frow issmitnr o
devision or m commmetdation which i = prpowerel To ssae Lo ot prowisog
of thee present Trealy or impleenting reenlitions. where sueh failnre 10
aet constitures an abusy of power,

1 ot the ened of @ period of Two monthis the Hhde Suthority Jas nol issie)
any deciswn or pocomeat lon, st appeal vy e Lromeht before 1)
Court. willin a period of one mont b sgainst the imphierd newrhive deeisjog
whieh is prosuned to vesalt from arpely Tailure 1o et

il At Prior Lo Baposinge prednin Ty i or Fiscinu a chily el
oyl provided for in the presend Trealy, the High Authonty shall eive-
the inforested enferprisn an opporimnty to presenl Hs vIews.

An appeal o the general jurisdiction of the Court may be taken fro,
fhie pecuniary sanetions and daily penalty payments imposed under 1.
provisions of Uiwe present Treaty.

in support of snrh an appeal, and under the rerms of the first parasraph
of Artiele 35 of the present ‘Treaty, the petitioners may contest the regm.
larity of the decisions and recommendations wiich they are charged wirh;
violaling.

rt. 87.  1f a member State ghall deoin thal in a given case an action of
the High Authority, or a failure by it to aet. is of such a nalure as to pro
voke fundamental and persisient disturbunces 1w tho eeonomy ol =nel,
Sate, it may bring the malter 1o the attention of the High Avthony,

The latter. after having obtained, the opmion of the Connel, wilb 1 e
nize 1he existence of such cituation. if any. und decide on the measares 1o B}
baken under the terms of the present Treaty., to correet such sibuation whal.
at Ul s fine safeguarding the geend ial mierests of the Conmiud y.

When an appeal i taken to ihe Court under (he provisions of the Presens
Article agains. such Aecigion or against the exphiat or tnplicin Ao
refusing 1o reeognize the exiatener of the siluation mentomed abwove, 18]
Conrt chall review the safiteieney of the arounds of sueh decision

In ease of anuubment, the High Authord y hall deevdie, wition the freeo.
work of the Conrt’s judgiment, the mueasares To be taken tu inlhi e o
jectives scl forth in the sceond paracraph of fhe present ariele

Art. 8. On the petition of a member State se ol the Phgh N o
the Courd muy annul the acls of the sertahly ol ke Contruel,

The petition must be subuntied wilhin ane neonto Bonn the bl
of such act of the Assembly or of The tolibention of el aed ob gha (e
(o (he memher States or o the T Nuthorsty .

Such an appeal may be Dus Aoy on the eranods ol ek or o
commpetenee or substantial pracedural violatons.

Irt. 2. Appeals to The Uourt shall ol tave the effeer of suspen g
Phe oxvention of o decision or o recornin ndation. ‘
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However, il i it judgnent iremmstanees dengned, the Conrt gy uriler
the suspension of the expention of the deeision or recamiendation in
gueslion.

W, sy preseridie any other geeess provisioml npesnres.

{ef, A6 Hubijeel to the provisions ol e Vit i":H’"-I'.'l'-'IiIlll of Artiele 1
he Conrl =shad) Tave Jurishie b toyimsess Lipnnse s grgeninea o Uhae Donpeminianid §y
W Ul st of thee jnred parkye in easis whisre pnjnry restilts from o
fanlt ivpvpdved e an affieial st of e ottt voan eyttt ion of Lhe
presem Trenty,

fr shail also st parisdietion Lo gasess Ao naanst the Conpmnity,
in eases where iy reanlts from a prrsanet Bt ol s aaend of e
Cormannnd v, The s spomsibiliny of s ageils o i Conouannity
Shadl e set Torth i dhe Fenrabt bs et bls b P hetr stdus or {he regime
‘up))'lh'd:..in' Laor 1l

R R S |1 ERIETRN TR UN I ba P ot arit Third e oo clur than
T A R TTR ILRREUE L T R bl e ot s of he present Treeaty and
anple enting peveniaiions dadl be Dronnaigh e e Chee st tribupals.

e B0, When the vstuliny ol edm of the Mgl Autihority er e Counelt,
o omptestedd o litiztion defore o Lokt trrkamal, seeiy st shinll b
cortifed tu bl Donrd. which shatl Beve exehisne jurt=diction 1o e
|_1.H'I"l'l:'|!'|_

At 42, The Court shall hase cuch jurisdietion s may e provides. by
uny eluuse Lo suelh et in o public or privaty contract Lo whieh the Come-
munity is & parky or whieh is undertaken for its account.

Art 43, The Courl shall have jurisdietion in any other case provided
for in a supplementary provigion of the Treaty.

Iy also exervise jurisdiction in any case rolating to (he algeets of the
presend Treat v, where ihe lws of o member State prant such Jurisdietion
{ral.

Art. 44.  The judgments of tlie Court shall e exeentory st forritory
of L b States ainder the fermes of A tiele 92 Tl

At 45, e Code of the Court chall be contained in a Protocol annexed
to the present ‘Treaty.

CEPLE 111, ECONOMTE AND SOCTAL PROVISIONS
Chapter 1. General Provisions

. Art. 46. "Tho High Authorily may at any time consult the goverminents,
ilie various interested partics {enterprises, workers, consuners and dealers)
and their associntions, as well as any experis.

Fnferprises, workers, consuriers and dealers. and their associalions, 1y
present any puggestions ox ohservations to the High Authoriby on questions
which eoneern ihont

Tn order (o vrovide gnidance for the action of all of the interested parties
in the nehievement of the purposes assiened to the Connnuniby, and Lo
detorinine ibs own aebion witlin the framework of the present Treaty, L
High Authority shall, by means of the consnltations mentioned above:
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(1) earry on i periganent study ol markets and prive tendeneies;

(2) |u-1'i-.u]i|'nlil1.' draw up pen-eompulsory. program foreeasts doading
with produciion, consumplion, export s and puporis:

() perindically work out general progriams with regpect to moderniza.
tion, the long-term orient ation of murmfacturing and the expanston of

roduetive eapicity:

() at the request of the interested governments, participate in the
cludy of the possibitifics of re-cmployment, cither existing industries or
throush the crealion of new aelivifios, of workers set at hiberty by the
evolution of the markel or by technieal transformations; )

(5 gather all information neeessary (o the appraisal of the possibalities
of improving the living and working conditions of the labor forec in 1l
induwe Lries under its jurisdiction, amd of the risks whielhmenace sueh living
conditinns,

It slindl publish the genera ahjectives and prograns after Tniving suh.
it tesl (e to the Consultative Convuittec.

B may wnke publie the stuldics andd information menfioned above,

vt {7, The Fieh Authority nay aather such information as iy
neeessary to the aceomplishunnt of it maisston. 1 sy have the nee, —ilpt
verifivitions carriad oul. '

‘Phe Thigh Authority shall not divelze information whnely by its ntnpe
considered a professional seered, and in partevlar informaiion ety
te the commereial relations or the hreakdown of it coste of produerion o
enterprises. With this reservation, t shatll pubiishe suehcdate e nwey b
aseftd 40 governments or (o any other il creatd paetios. )

The Hith Anihority may nnpose ues and daily poliy mavinonts apey
those enlerprises wineh evidde tlar obligafaens sesultin: [ ST e
wade in applieation of the provision: of the present artieles or wipen
knowingly furnish false information. The maxunm amonnt ot sach fio
chiall he one percent of the annnal turnover aud the nmxingie e
sueh penalty payments shall be five pereent of the average dody Binmoy ..
for each day the vielation continnes, ' '

Any violation by the High Authority of professional seercey which h .
caused damage (o an enterprise nay be the subjeet of wosuil for damages
before the Conrt under the condilions provided for m Article 4. L

Arl. 48.  'The right of enterprises 10 form ageacidions 15 not aftected by
the present Treaty. Membership in such associvtions st be vohotary.
The associations may engage in any activity which is not contrary o Lo
provisious of the present Treat v or to the decisions or recomtuendal icis
the High Authority. '

In cases where the present Trealy requires the consultalion of the Co.
suliative Committee, any association has the right o subunt (o the 1 Y
Anthowty. within the thoe linils fised by the latter, the observations of -
members on the action envisayed.

The High Authority will normally eall upon producers’ associations
obtain information which it requives or to facilitats the falfilinent of ™
tasks, provided thal the associntions i question cither permd. the quadified
representatives of the workers and consumners to partieipate m the ks
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chip of these assncind ions or i epuenitative connnitees affihated to thew,
or M any ofher way give i Latisfactory place o their orzpnization to 1he
expression of e workers sl Fonsmners inherest s,

The assoeuiboms referred {0 an Lhe precedingg e GIRY <liall he oliliged
fo furnish the Hid Anthortiy withsuel hafornedion o their activily as
the High Authortty uy deaii neepssary. The observid jons mentioned In
ihe socond paragraph of (e prosent arficle amd 1he information furnished
under the fourth pararaplh 'l ks be forwarded by e assovtations Lo
the government concerned.

{hapter 11. Financial Provisions

Art. 49, The Iigh Authority is empowered fo proenre {he funds neecs-

sary to the aceomplishment of its SRS :
by placing levies on {he production of ponl and steel;

— by borrowmg.

Tt ay also receive granis.

Art. 50, 1. The levies are intended o eover:

e administralive expense proy pled for in Arbivle T52
Ul non-reithmrsable assistanee provided forin Arfiele G concering
rendaplation;

" as concerns the Dnanetal facilitivs provided lor in Articles 54 and 56,
andd after reeourse to the reserve frnd, wny portion of {he sorvieing chargs
on the Tigh Autbority's oblizations which rannot he covered iy reeeipts
from the servieing ob loans grantal by ‘1w ol Autlwority. as widl as
payments whieh mizht be reguired by vivtie ot e pperation of ilie \u-
thorify s narintee w Tortes o dained diveetly by i ente prises:

.-x}u-;-_;li‘.::u‘-s to cr onrome Wi atad eroeaae reRCATC AR IO
Vil for e et 2o Lin e G,

G0 Tho lewesare wegersol apragaily on e viarions croduetsaeeor g ta
their averag vidue: the rate of lewy i 10k ceptd one pereehie nless
previously authorized by a b ool lirds magon ity of the Coanell, The method
of assrsgmen: and colleetion shall be fixel bvoa penernd deeision of e
High Authority taken aftor vonsalting the Conmeils to the extent possible,
camulative taxation shall be avoided.

4. The High Authority may HUNPORE INCTEASCS of nol more than H per-
cent per quarter-year of delay in payment upon enterprises which do not
obey the decisions which it may issue in applieation of the present article.

Ayt 51. 1. The funds obtainod by borrowing may be used by the High
Authority only to grant loans.

The jssuance of the abligations of the High Authority on the markels of
menber States shall be subjeet to the reemiations in effect on these markets.

Tu ease the High Authority shall deem Lhe guaranies of jember govern-
ments necossary in order Lo contract lonns. it shall approach the interesivd
aovermment or governments witer consulting Hhe Couneil, No government
<hall be required to give its guarantee.

9. Inaccordance with the terms of Article 54, the High Authority may
guarantee loans ranted direetly to enterprises by third parties.
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arder Lo brstd v resae Erand. for <ot purpesie o Y R T T PR
thin L Ay p!‘n\iult'-l for in the thrd :~'||h-n:n‘.x-1r.'mh of seetion 1! Arnede 50
the sums Lhus aeeannlatedmay not e wsed e any manner torant fonrtis
fry onferprises.

4. The High Anthority Dol shatl noi perform the aperations ol a
banking natnre whieh nmy bis reauired (o carry ont it< inanctal missions,

el The member Htedes hithl Tk all neeessary measures 1o assare
e free transfer within 1l territories mentioned i he first paragraph of
Artiele 790 and throneh the ehanmeds cmplayed for connnert ] patvnenis,
of fimds depived from levies. TEomm iy cmetions of ofl Kinds, gl
trom Hhe reserve fund, to the exfent neeessary Lo Hheir use for the prirpos <
got forth in the present Trealy.

The metheds of dransfer mongd penhber States, as well as to third
countrics, of funds resulting from (1o ather finaneial operations effeeted by
the High Anthority or arrder it wsrantee shall be the subjeet of agree
ments conelinded by the High Authority with the interested covernment.
or the eonpetent hodics: ne e her State whivh apphes exrhanige controls
aliall Lo obligid to assave any anehy tensfors to which i Trs nob excplivitdy
aorecd. '

et 53, Withoni prejudice to {he provisions af Artiele 55 and of Chap.
jor V of Title Three, (he High Anthority nay:

() after consniting {he Consnliative Commibies and the Conneil, ane
tiorize the institution. under conditions which it shall determine and
amider s control, ol any finneinl meehanisis conmon 1o several enter.
prises whielrare deenied necessary for the aceomphishment of the missions
Aefinesd i Artiele 5 and compatible with e provisions of the prose
Treal v and ]h’l!‘fil‘ll]-‘il'll‘f of Artivle 85

(1) witly the coneurrenes of thee Connet] aetmg by WIS Vol instge
{nte iself any finaneial yechanism satisfying the same purpeecas reforniad
to above.

Mechanisms of the same nature jnstituted or maintaied by the membor
Qiates shall he roported to the High Authority which. after consulting 1.
Consuttafive Conmitiee and (he Cauneil, shall address to Uhe ieresteed
Qinles [he neeessary recommiendations, i ease sueh mechanizms should
be wholly or parfly condrary to the application of twe present Treaiy.

Chapter [, Inrestments and Finaneial Assisbaree

Arf. &4, The Hheh Authority way facilitate the CRIENIES OUL of 1nve .
pent progeas by grantimy loans to enterprises or by giving its ey
{o toans which they iy olitnin elseadare

\With the conenrrenee of the Connet et byamesinons vote e HE
Aathority may assist by fhe et m hmaneipg works and ey
Iations which contribute direetTy end prowipally fo Geresse brodacs ;
fpwer produetion cost< or faeilitote nnerketing of prodeess s bjecs
qurisdiction. '

In order Lo encornae 3 conrdimated developraent of investent:, 2!

oo
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High Authority may, in accordanee with the provisions of Arficle 47,
require enlerprise: Lo submnt individual programs in advanee, cither by a
speeial demand addressed to the enterprise concerned or by a decision
defining the nature and the size of the prograns whiel nast be submitted.

Within the Irmnowork of the general programs deseribed in Article 46,
the High Authority way. atter baving given the interested parties an op-
porlunity to present their views, issue an opinion on sueh progrnns, ae-
companied by a justificntion. I is obliged 1o issue such an opinion when so
requested by an enterprise. The High Authority shalt notify the enterprise
of its opinion and shall brives i to the atfention of the governuent con-
cerned. The list of opinions shall be suade publie,

1t the High Authority finds that the finaneing of a program or the oper-
ation of the installations which it entails would require subsidies, assistanee
protection or diserimination cenirary to the present Freaty. the wnfavor-
able opinion taken by virtue of this justification siall have the foree of o
deesion as defined in Article 14, and shall have the effect of prohibiting
the enlerprise coneerned from resord to resources other than its own funds
to put such program into eifiet.

The High Authority may impose fines not exceeding tie suis unduly
devoted (o realization of the program v vuestion on enterprises whieh
vialale she provisions of the above paragrgph.

Aot A5t The High autboriny shall onconnage teciioted amd eeononide
resuarch conecrning e oironinedio, andd e deselopinens of d-mlsulupii ¥
af eoal s <teei, asowe s Tooor sadery s epese mdustres, Vo this end. of
shall catablish mil approprats contacts s existing rescarely orgaiu-
Zatlons,

20 After consultation witt: the Consulative Conpno b, the High Au-
Lhority may initiate and factlitate the development ot 2ucl research work:

{) by encouraging jomt finanemng by the intesested cuterprises: or

(M) by carnarking for that purpose any grants it neay reeeee, o

(¢) with the concurrenee of e Conaeil by curmarking for that purpose
funds derived from the levies provided for in Article 50, without, however,
going beyond the ceiling defined in section 2 of that arbicle.

The results of the research financed under the conditions set forth in
subparagraphs () and (¢) above shall be placed at the dixposal of all
interested parties in the Community.

3. The High Authority shall make all useful suggestions for the dis-
geniination of technicnd improvements, particularly with regard to the
exchange of patents and the granting of licenses.

Art. 56, I the introduction of teelmical processes or new equipment
within the framework of the general programs of the High Authority,
should lesud to an exeeptional reduction in labor requirenients in the coal
or stecl industries, ereating special difficulties in one or more areas for the
re-employment of the workers released, the High Authority, on the request
of the interested governments:

{(a) will consult the Consultative Committee;

(b) iy Incilitate, in aecordinee with the methods provided for in Arti-
clo 54, the {inancing of such programs as it may approve for the creation,
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either in the industries subjeet. to its jurisdiction or. with the concurrenec.
of the Council, in any other industry, of new and economically sound
activities capable of assuring productive cmployment Lo the workers thus
released

(¢) will grant non-rehubursihle nssislance o comlribute to:

— the payment of indemnities to tide the workers over antil they
obtain new employinent ; i

the granting of allowances fu the workers for reinstallation expenses

- the finaneing of teclmicnl rel raining for workers who are led to chang.
their employent.

The High Authority shall condition the granting of non-reimbursabl.
assistance on the payment by the interested State ol a special contributioy
at least equal to such assistanes, unless a two thirds majority of the Coun.
¢il authorizes an oxception to this rule.

Chapler 1V. Production

Art. 57.  Inthe licld of production, the High Authority shall give nrefer.
ence to the indircet weans of action at its disposal, such as: X

- co-operation with governments to regularize or influence genoral
consumption, particularly thut of the public services;

— intervention on prices and comnmercial policy as provided for in the
present Treaty.

Ar. 58. 1. In easo of a decline in demand, if the High Authority deeiys
thal the Community is faced with a period of manifest crisis and that the
means of action provided for in Article 57 are not suff icient Lo cope wit);
that situation, il shall, after consulting the Consultative Committee an
with the concurrence of the Council, establish a system of produetion
guotas, accompanied, to the extent necessary, by the measures provided
for in Article 74.

If the Higl Authority fails to aet, one of the member States may brine
the wuatler to the af tention of the Council whiely, acting by uua‘nim-m:—
vote, may requie the High Authority to establish a systom of quatas,

2. The High Authority, after consuliation with the Cnterprises .
their nssocintions, ghatl establish quotas on an equitable basis in accordane.
with the prineiples defined in Arbicles 2, 3 and . The High Avthort v
in partienlar vegulate the rate of operation of the enterpriscs by appropri. -,
levies on tonnages excecding a referenee level definied Dy a menerabdeeiai,

"Phe sums {hus obtained will be earnaked for the support of those cuter.
prises whose production rate has dropped Lelow the level cavisam-d par
ticularly in order {o ensure us far as pos-ible the waintenanee of elploy .
ment in those enterprises. -

3. The system of quotas shall be terminated antowatically upny 4
proposal to the Couneil by the High Authority after consubting the (...
sultative Conmniltee, or by the government of one of the membery S“;h..;
except in the case of a contrary decision of the Council; such decision g
be taken by unanimous vote, if the proposal originates with the Hig,
Authority, or by simple majority if the proposal originates with a govlgrli;:

a——
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it Tho termination of the ot systen shall he published by the High
Authorily.

4. 'The Tigh Authority may inpose upon enterprises violating the de-
cisions taken by it in application of the present article, fines not to exceed &
stim oqqual o the valne of the irregnlar production.

Are. 59, 1 1, after consulting the Consultative Comattee, the High
Authority finds that the Community is faecd with a serious shoriage of
cortaint or il of cac peosditets subject Lo its jurisdietion, and that the ineins
of action provided for in Artiele 57 do not coable it fo cope with the situ-
ation, it shall bring this situation to the attention of the Counal, and,
unless the Couneil decides otlierwise by unanimons vole, shall propose the
NOCOSSATY  HICASUTES,

If the Thigh Authority fails to take any mitiative. otue of the member
States may bring the vadter before the Couneil, whicelt by uionninons de-
eision ay recoguize {he existenee of The situation wentioneld above,

3. Acting by unanimous vote, on the basis of proposals by and in con-
aaltation with the High Authority. the Council shall establish consiuplion
prioritics and determine the flocation of the coal and steel resourees of the
Community among the industries xubject to its jurisdiction, exporls, and
olher consumption.

Ou the busis of the consumption priorities thus detennmed, the High
Authorily shall, after consulting the enterprises concerned, establish manu-
facturing programs which the enterprises shall be reguired to execnte.

3. If the Couneil fails to reach a uninimous deeision on the ieasires
referred to in Seetion 2, the High Authority will itself procecd to alloente
the resourees of the Comprunity among the moember States on the basis of
conswnplion and exports and independently of the location of production.

The afocation of the resources assigned by the High Autbernity shadl be
carried oul within each of the member States under the responsibility of
the govertanent of that State, which shinll consulio with the High Autho 1ty
coneerningr he portion of such resourees, to he assipmed fo export ana to
the operation of the coal and strel industries,

1f the qprantitios sretandly exported by a mamhor Sfate are less than the
seheduled qeantitios which were ineluded in the hoees for total allocations
1o 1he Stine w rptestion, fhe High Authority wall to bhe oxtent necessary
pedigtribute wmonz the member States the additiona] availabilitiea for
consiiupiten Thus created, whenever a new allocation is made.

1f a relative rednetion m the queaatitics directed by a governmen! to the
conl aind stoel induatries Loads to a reductione m produetion af one of these
prodiets indhie Convuingiy, the allocation of (it produel to the member
State in question ab the e of 2 new alloenti m <hull be redueed to the
e extent as the reduetion in production for which it s regponsible.

4. Inall eases, the High Authority, acting on the basis of studies under-
taken in cousultation with the enterprises and their associntions, shall be
responsible for allocuting equitably among enterprises the quantities eur-
marked for the industries under its jurisdiction.

5. In the situation described in Section 1 of the present art icle, the High
Authority may, after consulting the Consultative Connnitiee and with the
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conenrrenee of e Comnetls deerde on the estihlislonent i adl member
Qpaitrs of fesiriclions onexpurts io (hivel con trics i conformity with the
provisions of Ariu e 572 in the alsenee of any vetatwe o the pard of the
Higl: Auihoriy, cae Comneil 1y take sneki o deession by inindinous s ot
apon the proposal of @ governend.

6. The Thedn At or v iy teruanate e e stenn et i eomormity
with e pres e Artie alter eopsaltai wich e Lonsaligve Consit -
{ oo e Donetd fr ey o nvesn femen ey Lote of e Cotnel
PpSHLE STt e e,

1o e Ataornty {aihs 1o o amitiatve, the Souncd wy, e
anantinons vote, eanide e s sleial atloweton.. )

T The Hhon Aadbonity mad joepo.r ithon criferprises wineh viedate e
decisionts taket anpplicdion of the present e be, Tunes nod Lo exereg 1
amount twice e value of the manufueture or delivertes preseribed snd
not exeeitted or diverted from their proper nse.

Chapter V. Prices

Art 60, 1. Prieing practices contrary to the provisions of Articles 2,3

and 4 ave probibited, particularly :

unfair competitive practices, in particukar purcly temporary or purely
local pwice reduetions whose purpose i8 Lo acquire a monopely position
within the conmon market;

- discriminatory practices mvolving the application by a seller within
the single markel of unequal conditions to comparable transactions, vs.
pocially according to the nationality of the buyer.

After consultation with the Consultative Camntnibbee and the Counell, the
High Authority wiay define the practices covered by Uhis prohibition.

2. Tor the above purposes:

(@) the price seales and conditions ol sales to be applied by enterpr,
within the single market shall be made public to the extent und i the forn)
preseribeit by the High Authority after consultation with the Consultative
Connnitbees if the High Authority deems Lhat an enterprise has chosen an
abnortnal base point for its price quobations, i particular one which makes
it possible to evade the provisions of sub-paragraph (b) below, it will niake.
the appropriate reconmendutions to that enterprise.

) the priees eharged by an enterprise within the common market,
caleulated on the base of the point chosen for the enterprise’s price scale
must not as o result of the methods of quolation:

- be higher than the price indicaied by the price scale in question for
a comparialble transacltion; ot

_ be loss than this price by o margin greater than:

either the margin which would make it possible Lo align the offer
auestion on that priee seale, set up on the basis of another point,
which procures for the Imyer the lowest price ab the place of delivay,

- or n limit fixed by the High Authoriby for cucli category of llrU(luvL:

Jfler consultation with the Consultative Conunttes, tking
aceonnt Lhe origin and destination of such products.
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hose dectsions shall be taken when they appear neeessary to avoid
disturbances m all or any part. of the coannon markot, or disequilibria
which would resalt from a divergence between the methods of price
auotation used for a product and for the waterials which enter into its
manufaetare. These decisions shall nol prevent enterprises from aligning
their quotations on the prices offered by emterprises ontside the Com-
iy, provided that ~uch transactions are reported to the Iigh Au-
therity: the Letter may, i ease of abuse, linnt or cliwanate the right of the
enturprizes in question to benofit from this exeeption.

it 61, On the basis of studies undertaken i co-operation with the
enterprises and {heir associations accordanee with the provisions of the
first. paragrapl of Arficle {4 and the third paragrapls of Article 48, and
after consullation with the Consultative Connnit Lee and 1the Couneil as to
the advisability of these mensores s well as coneerning the vrice level
whieh they deternine, the Hizh Authority tany fix for oue or more products
sulieet fo its Ii'lll'i:-'lkil“i THE

() T XIIIR Priees within the comu,on marhet, if i4 decins that such a
decision i3 neeessary to attain ihie objeein. s defined in Ariele 5 and par-
tieulurhy in paragraph ey renl;

by anininonne priees vathin Lhae vonrnon nerket, 0F 3t ddeems thas a
anifest erisis exists or Is innuinent ad that such o doevwion 18 necessaty
to atiain the abjecives defined n Artiele 3

(¢) after covzultution wirh the enterpries coneernsd or their assuel-
ations. and according Lo methods adapred to the nature of the exporl
markete, vinhmum or maxinmun cXport paces. 1§ sueh actten can Le ef-
fectively supervised and appears necessary oither heeause of dangers to
the enterprises en acvount of the siiuation of the aerket or (o patsae
infernational ceonomie relations e objective detined ar Arts le i para-
erapli (), withoat prejudice, in the case of mininnue prices, to the appli-
ation ol the measures provided for in the last paragraph of zeciion 3 of
Artiehe tllh

In fixing price limits the High Anthority shall fake into account fue
need to assure the ability to compole both of the eoal and steel industirices
and of the consuming industrics, m accordunee with the prineiples defined
in Article 3, paragraph {c).

It the High Auntbority should fuil to acl under the cirenmstances de-
seribed above, the govermment of on¢ of the mewmber States may refer the
atter o the Couneils the latter may, by imanimous deetsion, invite the
thigh Anthority to fix suehl NAXIU oF LI Prices.

Art. 62, 1f the rligh Authority should decin that znch an action would
be L he miost npproprintu one in order to preveut the price of coud from boing
cxtablished i 1he level of the production costs of the yost costly wane
whose production is temporarily required fe assure avceomyplishuent of the
missions defined in Article 3, the High Authorily may, after eonsulting the
Consullative Commitiee, suthorize comprensations:

_ ainong enterprises of the sane basin to whicli tha saine priee seales are
applic'uhh': )

Coafter consulting the Connedl, amorg enferprises situated in different
hasins.
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Such compensalion: Wiy, in addition, ho undortahen under the terns of
Artiele B

Arl. 63. L 10 the High Anthority finds thut diserbanualion 18 being
systematically practized by huyers, particularly ss coneerns priders placed
by governiment subsidiarics, 1t shall witke the neceaary reconnendations
Lo the govervments coneerned.

5 T the extent that it finds necessary. lie High Authonty iy decide
that:

() enterprises <hall eetahlish their conditions ob sade anehaoway
their custotuers ur their agents shatll D obliged 1o conforu 1o the rules
established by the fhgh Authority m application of the provisions of this
Clinplor;

(b) enlerprises Ll be made responsible for infractions cowmitied by
their diroct ngents or Ly dealers acting on helall of sueh cnterprises.

Lt cass of a violalhon commitled by a buyer against the obligations so
contraeted, the ligh Authority may limit the right of the enterprises of
tho Community to deal with the said buyer, to a degreo w Lich way entail
temporary deprivation of necess Lo Lhe warket m case of repeated infrac-
Lions. [ this case, and withont prejudice e the provisions of Article 33,
the Lufer may appesal to the Courl.

5. In addition, the High Authority is cmmowered to address Lo the
member States sueh reconunendalions s oy I necessary Lo cnsure tha
any enterprise or egaization engaged v distribution of coal or steel shadl
respect the rules established in application of Section 1 of Article 60,

Art. 64.  'Tho High Anthority may hioposo npon enterprises which vio-
luto Lho provisions pf o1 resend, Chapter or the dovisions taken i apphi-
cation therent, fines not Lo oxcoed twice the value of the irregular sales. [
case of sevond offense, thu above peeximuny may b doubled.

Chapler V1. Agreemonts and Concentrations

Art, 63, L There are hereby forbidden oll agreements among cuter-
prises, all decisions of associutions of enerprises, wul adl coneoerted pracn-
ces, which would tend, dircetly or indireetly, to prevont, restrict or bupeds
the norual operation of competition within tho common warket, and in
particular:

(¢) o fix or influence prices;

(b) to rustrict or conlrol production, technical development or invest-
ments;

{c) to allocate markets, products, customers or sources of supply.

3." However, the High Anthority will authorize enterprises to agre.
among themselves to specinlize in the production of, or to enguge in jBim
buying or setling of specificd producls, it the High Authority finds:

(o) thatsuch spocializalion or such joint buying or selling will contribut.
10 & substantial improvement in the produetion or murkeling of the pro.
ducts in question; amd ’

(1) that the agreviuent in quest ion is essential to achieve such effeet:
and does not nupose any restriclion not necessary for thal purposo; and .
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(¢} that it is not suseeptible of giving the inferested enferprises the
powet to influcnce prices, or fa contrnl or Hinit production or markeiing
of an appreciable part of the products m question within the common
wiekod, or of protecting thein from effective compelition by other enfer-
prises within the conanon market,

If the High Authority should recognizo that certain agrecinents are
wrictly tualogons in their nature and effeets to the agroements mentioned
above, taking info accomt the application of the present seetion to distri-
buting enterprises, it will authovize sueh agreements if # further recognizes
that they satisfv the same conditions.

An anthorization maty be nude subjeel to speaified conditions end inay
Le limited in dime. 11 so fnntted. the High Authority will renew it onee or
several timesaf 1! fads that ab the thae of renewal the conditions stated in
paragraph fu) 1o {c} whove are still fuililled,

The High Authorit v will revoke or modify the anthorization if it finds
that as a result of changes i elveumstances the agreement no longer fulfils
the conditions set forth above, or that the actual effeet: of the ngreement
or of the operations under it are contrary {o the conditions required for its
approval.

The decisions granting. modifying, refnsing or revoking an antherizalion
shall be pablished along with their justification; the lingtaiions contained
in the second paragraph of Article 47 shall not be applicable to such
publication.

3. T'he High Authorily may obtam, in avcordance with the provisions
of Article 47, any information necessary to the application of the present
article, either by a special request addressed to the interested parties or by
a regulation defining the nature of the agrecments. decisions or practices
whieh must bo communicated to it.

4.  Any agreement or decision which is prohibited by virtue of Section 1
of the present article shall be antomatically void und may not be irvolked
before any courl or {ribunal of the member States,

The High Authority has exclusive competencs. subject to appeals to the
Conrt, to rule on the conformity of such agreoments or deeisions with the
provisions of the present article.

5. 'The High Authority wiay pronounee against enterprises:

~ which live coneluded an agreoment which s automatically voud;

- which have complied with, enforeed or attoinpted to enforce by arhi-
tration, forfeiture, buycot! or any other weans, an agreement or decision
whiels is eutoatieally void or an agreemceni for which approval has been
refused or revolied:

whieh sladi love oblomed an authovization by wmeans of knowingly
false or misicndie intarsation: or

whieh ergre o e practiees contrary {o e provisions of Seetion 1;
fines and dute penn v paviments oot to oxered doable the turnover aetuo-
:J.H_‘.’ realized on the Efl'l}I!llt'IH wihich have beon the -‘!llhjl'rl, of Lo arren-
went, deeiston or practice contrary {o the provisions of the present article;
if the objecl of the agrecment. is (o restrict production, technical develop-
ment or investments, this maxinnm may be raised to 10 neveent of the
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apnmal Lurios . of e enferpries i question, t the case of fines, and 20
poreent of the aatly nrnover an the s ol ity penalty payments.

At 6fi. 10 bxeept gi= pres e in porngera iz 3 below, any trasdeiion
whiel would have initseld [ direet or pndivecy effect of hritering aton. o
concentridion, within the Loerrtories nentioned in the firs paragraph ol
Article 78 involving enferprses at Lesst e of w bzl falls undes the uppli-
cation of Article 80, shall be culinnitted tow prioy authorizid ion of the High
Authority. This obligation shall b oifeerive whether the operation in
question is carricd out by o person or il enterprise, or a group ul persons
or enterprises, whether it eonweerns o single product or different produets,
whether it is effeeted by meres. aceuiisitiom of shares or assets, loan, con-
tract, or any other means of coul ol Tor the application of the above pro-
visions, the Higle Anthority will define by o reyulation. esiablisiied after
consuliaton witle the Connner], whint evmstibubies vonbral of an il erpriae.

s The High Authority will granl i oud horizalion poferred fo e e
preceding paeragraphoif i finnds that the transacetion i guest ion will notl mve
to Ul inderesbod persons or eHleTPrISes, LS Coneerig Lhose of Lhe produacts
in question which are subject to ity jurisdiction, the powers:

= Lo influenee prices, to control or restrain production or marketing. or
o Lapair the waintenanee of effeclive compotition in a substantial part of
the market for such products; or

~ to evade the rules of eompetition resulting from the application of the
present "Ureaty. paruvieniurly by cstablishing an artificially privileged po-
sitton Involving o maler id nddvintage in aceess to supplies or markets.

In this appreciation, wied in aecordanes with the priveiple of non-dis-
criination set forth in sub- varagraph (b) of Article 4, the High Authority
will tako necount of the size of cnlerprises of the saume natlure existing iu
the Communily, (o the extent it deems Justificd to avoeid or correet the
disndvantages resulting from an inequality in the conditions of cuwpe-
tition.

The High Authority ay subjecl such an authorization to uny conditions
which it decms appropriate for the purposes of the present section.

Before taking nelion onn Lransielion coneerning enterprises of which u
leaust one is not subjeet Lo the application of Article 80, the Fligh Authority
will request the observitions of the interested government. '

3. he High Authority will exenipl rom thoe requireiucent of prior aw.
thorigation (huso classes ol transuctions which, by the sige of the assoe
or enterprises which they affeet tuken togother with the nature of the
coucentration they bring ahout, mnst in its omnion be held to couform ¢,
the conditions required by Qeetion 2. The regulation esfablished for thi-
purpose with thie concurrence of the Couneil will also {ix the conditions =
which steh exerption i to be snbjeet.

4. Without Hitingg the |.'|,]||'|'|'ti4;'u:i1ilil_1. ol the provisions of Avticle (71
onlerprises subject to its Jurisdiction. the Hish Autbonty may olog:
frow physical or juridical persons whao have acquared or regreaped or nut
Qe uire or regroup the rights or asseis in epuesbaon. any mtorination v,
sary to the application of the present article concernig oberation: wl

might produrce tho «ffect mentioned Section 1 it aaay do this cither o -
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roulation established after consultation with The Conneil wiieh defines
the nature of the operations which must he connunieated to it or by a
specind demand adddressed o the inferestid parties witlnn the frmnework
of such regulation.

5. If a concentration shanld orenr, whieti the High Authority finds has
been offectod confrary to e provi-ions of Seetion U bl whied it [ods
nevertheless salislies e conditions provided in Seetion 2. H witl subject
the approval of (his concentration 1o the pavment, by the persons whin
Wiy acquired or regrouped The rights o assels in guestion, of the fino
provided in the socond ~ub-paragraph of Feetion 6 el payment shall
not. hie Joss than hatf of the paximmn pres pbedd 1 the sl s beyarggrn ph
in any ease where it elear 1hat tiwe antboriation sboubl hve Ien
roauest e, T the alaenee of this pay el i Maohe Anthority wall appiy
(e seensnres ovided neretoo for coneen: mtions foaned 1ete Hlemal

If a eaneentration should orenr whicir the Hivh Autheni? o recommzes
cannoi salisly the gonorad or spea A eonstitions toowhiels an o horizadion
ander Seelion @ wonld b sabjeet it vl e=tablish the ilhamnl charaeter of
this roneentrafion Ly a deeision acenmpmaed by o jusihication; after
haoving allowed the inrerested pariies to present the chsorvalions, he
High Authority shall order ihe separation ol the enferpiises or assels
wrongly concentrated or ihe cossition of compron control a well as any
ather action wich it decms appropriate o re-establich the independent
aperaiion of the CLHLOFPTISCS OF assels i auestion and o restore normal
comditions of eompetition. Any person dircefly imterestod may take an
appeal against sneh decisions under the eonditions provided in Arviicle S
Notwithstanding the provisions of that article, the Court shall be fully
competent to judge shether he operation cffected 15 a eoncentration
withiu the meaning of Section 1 of the present article and of the regulations
issned in application of that seetion. This appeal shall he suzpensive. It
may not he taken until the measures provided above have §ova vrdered,
unloss the High Authority should agree (o the taking of w separate appeal
against the decision deelaring the {ransaction illegal.

The High Anthoritv may al any time, subject to the posatble apphieation
of the provisions of the third paragraph of Artcle 34, take or canse to he
taken such measures as it may deem necessary o a feguard the interests of
competing enterprises and of third parties, and fo prevent any aclion
which might impede the exceution of its decistons. Uness the Court deeides
otherwise. appeals shall nol suspend the apphication of such precantionary
NUEHIHUN A

The High Authority will grant to the inferest ed parties o reasonable
periad in which to exocnte its decisions, at the expiration of which 1t may
begin to impose daily penalby payments not to execed one tonth of one
porcent of the value of the rights or assets m question.

[tartheriore, if the interested parties faal to fulfit their ohligations, the
High Authority shall itsell tnke measures of execution and in particular
wiay : suspend the exereise, in enterprises subject to its jurnsdietion, of the
rights attached to the assets llegally wequired;; bring ahout the designation

- . .. v . . o
by judicial anthorities of a recoiver-administrator for these assels; orginize
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1o foreed sale af such aasetw 1 eonditions preserving s fepit it o anler-
ests of {heir propriclorss sl with respret b phivsienl oy juedie o parsons
who have nequired the right= or assels s tion by the effeet of illeend
frnusnetion, the acts, deeisiuns resolutious, or deliberaiions of the ‘ii-
Pregt iraer OCEL L of eulerpriies e 15 n control which has been regalarly
petablisued. )

The Tligh Aut oy i alan I‘I||_1.il!\'|'l"|."1_"1.1 tev ibdress Lo D inl erest o e
Lo Stades Hhe roconer s peressary for obebaning, wib b e franwwerk
of national Lol taen, thee vt of The measures pi plind T 1 the
preceding paragraphis.

Tn the exercige of its powers, the Higls Anthory shall tnlie aeesmt of
e richils of thiaml persang swhich have hoeen il gonnd faidle

oo The High Anthority muy fapese fies nol 1o eyl

4 pereent af the value of 1he assels acqutred or regrowped or 1o be
pegquired or regrouped, agaiEl physical or juridieal perons who shall have
vigleted the obligations provided for in Seefion 4

- 10 percent of the calue of the assets acquired ot regrouped. agains
plivsical or juridieal persons w hich shill have violated the obligation pro-
vided for in Section 1: after the end of the twelfth manth following ihe
transaction, this mxinnan shnll be radsed by u:m-t.\\'(-'nt_v-fmlrLh per monih
wiich vlupses until the High Aulthority autalilishes tho existence of the
vinlalion;

~ 10 pereent of (he valie of the assets acquired or regrouped or Lo be
acqnired or regronped. guninat, physical or uridieal persons which slall
have abtained or attemplied to obtain the benefit of ihe provisions of
Qr.etion 2 by wmeuns of fitlse or miglending information;

S 15 pereent of the vithie of the assets acquired or regrouped. against
prf prprises anhjoct to 11 jnr=diction which shall have participated n or
Lo Hhwmselver Lo {1 prealizad ion of fransae! ;ons contrary Lo the provisions
»f the present arlicle.

Pergons who are the oboer vf wmetions vrovided for in the present para-
graph may appeal befon the Uonrl nnder the enuditions provided for in
Ariicla 36,

-~
f.

To the extenl pecess s, HHE Ty Amberity s enpowered toad-
A= o }_'.nhli:- or priv i e rpries iy b, m laaw or m Fer v or
aequire on the ruarkes for ool il prodecis subjeet fo s gunadichion
Asminant posilion whick proteets i o offvative compelilion ey
substantial part of the cotmon miarked , any rocommentlations required 1o
prevent tho use of such posibion for purposes contrary fo thse ol e
present Treaty. If such rocommendations are not fulfilled satisfactornly
within a rensonable perivd, the High Anthonity will, by deeisions taken in
consullation with the intersated governmeont and under the sanctions
provided for in Articles 58, 59 and 64, fix the prices and conditions of sale
io bo applied by the enterprise in guostion, or establish manufacturing or
delivery programs to be executed by it. =
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Chapter VIT Impairment of the Condiions of Compelition

Art 87, 1 Any action of i« member Btate wineh might have votieeable
reperenssiang on the conditions of eomnpetition i the conl and steel indus-
{rieg shall he bronsht fo the albention of the 1hich Anthority by the inter-
viled governmuent.

2 I sueh an actiorr ig Lable 1o proveke s serious disequilibrinm by
inereasing the differc. £ s in costs of praduction othorwize than through
varindions in produviiviy, the High Anthorit v, aftor eonsuliiie the Con-
anliative Connnittes il the Couneil. mny take the follow g tneasures:

f the action of {hat Stale produces harmlul offects for coal or steel
enforprises coming under the jurisdietion of the State 0 question, the
IHch Authority ey authorize that Siate to grand to such enterprises
assistanee, the amount, eonditions and duration of which shall be derer.
mined in agrecment with the 1Teh Authority. The <one provisions shall be
applicable i ease of a variation in wages and in working conditions which
would have the sane offeet 2 even if sueh variation s not the zesull of
govermuental aet.
= Jf the setion of the State produees harmial offects for coal or steel entor-
prises suhjeel to tho Jurisdiction of other member States. the High Au-
thority mayv address a reconnendation to the State in gquestion with a
view to remedying such effeets by such measures as that Sitate way decin
most, compadibl- with its own economie equilibrivn.

3. 1f the action oo the State in guestion redaces differentinds in costs of
produetion by grauting a special advanfage to, or hy hmposing special
hrrdens on, coal or stecl enterprises conidng under ifs jurisdiction in com-
parison with the nther industries in {he same country, the High Aathority
i# emipowered to address the neceszary recommendations to fhe Sfate in
aquestion, after cousnlting the Consubltative Counnittee and the Couneil,

Chapter V"1 Wages and Maovement of Labor

Atrn o tis, L The viethaods - F fisinge wagzes and social henetits in foree in
tho varions e vether Stnes shall wof be affeeted s reoards {ne caal and
steel ind=trnes, by the application of the present Fresty, subiject fo The
follovinege nroyasion:s,

D0 e b A Do s et s ha ahnornetbe fow peees praetised by
ore o e val o nter o ces are e restt o wonres Tixed by these enferprise s
at an abnornaty lov bavel o comparizon with The actia! wage fovel in the
gsame regmob. il shall aados the pecessory reconenenduhons to fhe inter-
ested coterprise after consutimg the Consnltative Conanittee, 11 Lhe abuor-
wally low wages ave the resuli of govermmental decisons the Thgh Antho-
rity shall enter into consuttation wiih the interested government ; in the
absonce of agreament and after consulting the Consultative Committec, 5t
may issue a reconmendation to the government concerned.

8. If the High Authority finds that a lowering of wages is leading to a
drop in the standard of living of the labor forco and at the same thne is

T
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Painne Sl 1S I el s af pernnind segnoriie s pasterend bix vnbasrprts =
GF sk ey of ponaahe AL in nOnE e FprEs e, Hoabodb sdibeoss Lo 1l
onierpris(- OT JOVUrpmett coapiins Praad, wfior comventhiee il Constdtan o
(ommitiee. a recoUIendt ion e v A ter s The Broer foree of voin-
nensilary henafite tn e paid for by e enderpriss an VLAt ing.

This provision shalt nod apply to:

) over-all mensares tokr 1 Loy s ametnier Seale fo el DiEh 1R exe
1|_n['1]‘.|| 1't|llili|1!"11l1|i. vl fnf '|H'n-l]1ln|.ll'i' in |:l:|'- lotlier eaae HT the l‘u),-‘-;]I;1|..
application of Ve provisions af Arbwele 67

(b) wage decreases resulting from the application of the sliding scale
legally or contractually est ablishiod ;

(¢) wage deercuses brougiht about by a decroase i the cosb of living,

(d) wage decreases lo corract abnormal increases previously granted
ander exceptionud circmmsianees no lonerer in e xistener.

1. With tho exception of Hhe eases provided forin paraaraphs (a) ol
by of the nbove seclion. any wiagne devrense alfertings (s whole kabwor Tore.
of an onterprise or o sizeable traction thereof shall be reported 1o the Hyely
Aulhority.

5 The recommendalions provided for in e aboveo sections may Le
made by the Iiigh Aunthority only after consultation with the Couneil; such
ponstultation shall not L necessary, however, m the case of reconnnen-
dations addressed to enlerprises gialler than a mininm size to be defineml
hy the High Authority in agroement with the Council.

[f, in one of the member States, n modification of the provisions relative
to the finaneing of sovial gecurity or of the measures for combating un-
cmploy ment and the offects thereof, or a varigtion in wages, produces the
offects referred to in Article 67, Seetions 2 and 3, the High Authoriiy shall
be vmpowered to apply the provisions of Article 7.

G. If an enterprise ghould fuil to conform Lo a reconmuendation made 10
it by virtue of the present article, the High Authority may impose on it
fines and daily penalty payments not to excerd twiee the amount of the
savings in lubor costa unjustifiably effected.

4re. 69. 1. The member States bind thanselves 0 ronounce any re-
giricticn based on nationality against the employment in tho eoal and
steel indnstries of workers of proven qualifications for such industries who
possess the nationality of one of the member Stuies; this conimitment shial}
be subject Lo the limtations imposed by the fundamental necds of healii
and public order.

3. [n order to apply these provisions, the member States will work out
a commaon definition of specialities and conditions of qualification, and will
dotermine by common agreament tho limitations provided for in the pre.
ceding paragraph. ‘They will also work out teehnical procedures to take 1t
possible to hring together offors of and demands for employment. in ths
Commmnity as o whole.

9. In addition, for the categories of workers not falling within the pro-
visions of the proceding paragraph and where an expansion of produciion
in the coal and steol industries might be hanupered by a shortage oi yual
fied labor, they will adapt their imungration rogulations (o the u
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necessary 1o eliminate that situation: in particular. they will farilitate the
re-vmployment of workers from the coal and steel Duduastries of other
member States.

1. They will prohibit any diserimination in remuneration and working
conditions between national workers and immigrant workers, without
prejudice {o spreial measures concerninge frontier workers; in particular,
they will work out among themselves any arrangements necessary =0 thal.
soeial gecurity measures do not stand in the way of the iovement of labor,

5. 1he High Authority shall guide and facilitate the application by the
member States of the weasurcs faken by virtue of the present artiele.

ti.  The present article shall not inferfere with the internalional obli-
gations of the member Statues.

Chapt r TX, Transport

grl 7 1w recognized that the establishnent of e vonomn markel
requires the application of suel trmsbort nies for conl and steel as wall
make possible comparable price conditions to consmuers i ormparable
pusitions.

For irafiic among the nenmber Stades, diserimivations in transport rades
and eonditions of any kind, hagsed anthe eonnivy of ortrin or of Vestination
of the products in question, arve parficularl forinddon, Tae sappr #STON
of these discriminations involves n, warticular the oblization (o apply (o
the transport of coal and sicel, originating i or desiined for aunther
country of the Comnnmity, the rate gealos, prices and orift provisions of
all 1y pes applicable to internal transpord of 1he e ereandise over the
game roulo.

The rate seales, prices and tartil provisions of all sorts applied (o the
frungport of coal and ateol withinn ench member Stide and amongs he
moember States shall he published or brought (o ihe knowlodge of the Fagh
Anthoriiy.

The application of special internal tariff measares in the interest of one
or several coal or steel producing enterprises is subjeel to the prior agree-
ment. of the High Authority, which will assure ifself that such measures
conform to the prineiples of 1he present Treaty it may give a temporary
or conditional agreemoent.,

Subject to the provisions of the present article, as well as to the other
px.isions of the present Trealy, conmnereial poliey for fransport, partien-
larly the establishiment and modification of rates and conditions of trans-
porl of any fype ax well as the arrangement of trosport costs required (o
assure the finanvial oquilibrine of the transport entorprises themselves,
romaing subjeet 1o the legisladive or regulatory provisions of each of e
memher States; the same 18 true for the measures of coordination or eom-
petition ameng different means of trunsport or aniong different routes,
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Chapter X. Com mercial Uolicy

. T Uhidess ol T s r-l:i]'mlilll'u! i Fhee prresend Treaty, e compes
{enee of the goy erinents of 1l membey Staies wil I pespeed o eomimerei|
policy shall not be affected by applivation of 1he presont. Treaty.

The powers mranted (o the Conpmunity by the present Trestly coneornn.:s
conmercinl poliey towards third countries shall not oxeeed Lhe powers
whivh the meahor States are free 1o exoreise under the nternatioud agre:-
ments to which they are parlivs, subjeet (o the appliention of the pro.
visions of Artrwele 75,

The g’uvurmnunlﬁ of Uhe wetnher Stades will lensd el other the neees.
sary assislance m the applicelion of measures recognized by the High
Authority asin conformity with the present Treaty and with witernidional
sgrreenetil s elfeet. The Thigh Authorily may propos: to the membner
Slales coneeried the aet bl by which 1his maniand assislapen shindl T
unddertolken.

A 720 Minimmn rales below which e mendber Siades are Tl
not to lower thewr custoing dutice on coal and gleel with rearil G fhiird
countries, and maximun rales. Ahove which they are hound not o rise
such duties. may be fised by nnaninwous decigion of (he Couneil npon e
proposal of the Thgh Authority. whicl inay act on its own mitiative or at
the request of o member State.

Between Hie limits fixed by the =aid deeision. cach govermnent will set
its tariffe according to it 1o provedure. The High Authority may. on
its own initintive or at e vegquest of one of the member States, issue an
opinion suggesting the modification of the tariffs of such participating
vonnlry. ‘

At 730 Whe administration of import and exporl lieeusing m reladjons
with third countrics shall be Che responsibility of the govermuoent on th
territory of which is located the point of origin for exporls or the poiut of
destination for imporis.

The High Anthorily is empowereil te sunervise the administration and
control of suel liconsing where conl and gteel are concerned. ATter consult-
ing the Counneil, it will uddress recommendations to the menibor States
wherevor necessary in order eithor to prevent the measures adopled from
having a more restrictive charaster than is requured by the situation justi-
fving their osl ablishment or maintenance, or to insure coordination of
enEnres taken in complianee with the third paragraph of Article T1 wil
Arlivle 7.

Art, 74, o the eases enmmnerated below, the High Authority is en-
powered to lake all mensuces in conformily with the present Trealy, m
particular wilhh the olgectives defined in Article 3, and o make any .
commendations to the govermnents which Jo nob vielate prm'i:-:il;ns of
il aocond paragenph of Aztiel Th: )

(1) il it s cetallialied thad comntries not poanbers of the Colammmt v
ar entoerprise: sitmaled o suele coundries, e R AV A LIE T Jumping ul...',-:
ations or other practiees condemiad hy e Hiveima Unarters
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(2) if a difference bef weon the offers made by enterprises outside the
Jurisdietion of the Comnmnity and those made by oenterprises within ila
Jurisdietion is due exelusively to the fact that those of the former are based
on competitive conditions contrary to the provisions of the present Treaty ;

(#) 1t one of the products cunmerated in Article 81 of ihe present,
Treaty timported into the territory of one or several of the menther States
of the Community m relatively inereased quantities and under such con-
ditions that ihese imports infliet or (hreaten 1o inflict serions damage on
prodnetion, within tho cotmmon market, of similar or dircetly competitive
prodie s,

Howover, reconmnendaiions for the establishinent of quantitative re-
strictions may be issued: in tho case cited in paragraph (2) ahove, only
with the coneurrence of the Couneil; and in the case eited in paragraph (3)
above, only under the conditions sel forth in Article 58.

JArt. 75, The anember States bind themselves to keep the High Au-
thority informed of proposed commereinl ngrecments or arrangenments to
the extent that snch agreements relate to conl, sieel or the importation of
other raw materials and of speecialized equipment necessary to the pro-
duction of coal and steel in the raeiaber States.

I a proposed ngreement or arrangement should contain clanses intor-
fering with the application of the present Treat v, il High Authority will
address the neeessary rocomnnendations o the interestod State within a
period of ten days from the receipt of tho communication made tn it: it
mway in any other ease issue opinions.

TITLE iV, GENERAL PROVISIONS

Av 76, Abrogoted.

Ari. P70 The seat of the instiintjions of Lhe Commnmmity shall ©. vved hy
conunon ngreement of the govermments of the member Stades,

Arl. 78. 1. The tinaneial veor shall ran from i Jamar 1o 81 Decambor
inclusive.

The operational exponditnres of the Communify shall inebide the ex-
penditures of the High Authority, inctuding those pertaining to ihe fane-
tioning of the Consultative Conunittee, as well as io tle Court, the As-
sembly and the (ouncil.

2. Kach of the institutions of the Community shall draw up beforo
July 1. provisional estimates of its opernfional expenditures, 'The High
Authority shall combine these estimates in o Mmeliminary draft operational
budget. It shall attach its opinion which may conbain divergent estimates.

This preliminary draft operational budget shall inelude an estimate of
receipta and expenditures.

4. The High Authority .umst lay the preliminary draft. operational
budget before the Commneil hy, at. the latest, 1 September of the vear pre-
ceding its nnplementation.

The Council shall consult tho High Authority and, when nocessary, the
other institutions concorned whenever it intends o depart fron this pro-

liminary drafi.

¥
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{he Conneil acting by tioamg of g« nahlied dejoreey vobes st drenw s
the deafic operitional Teedecr and tramais o 1o the As. Tt

4. The de v opeantional Tdeer tiat In Eatd Deforc (e Asame i I
al the Intest, 5 Oelobor of [he Near precedangr s e pleioeatanon,

The Assernbde sholl bzve the el by womajority of its el LS P
wmernd the drafl operational hudees e 1 propose teo e o) 1,
absolute magority of vetess sroea lienis to e dralt i mection 4., m
expenditares fowine cat o e e Tromy tie ooy or the setsolp, an o
i virtue of the Proats.

IF. withtn s perioi ef forry Sive davs after Chee drafr wveraitonal b -
has been conmmmmieated to i, "he Assemdbiv b IV S approve], b
operatonal budgol sha'l bee cansideps] as nnadly cedopted. ) within thi-
period, the Aseombly has nev ler amended hor proposcd atendngenis ¢,
the deaft operationa] budeet, it shall Le considered as finally aopt),

H. within fhis period, (he Assembly has adopled or proposed open.

wents, the draft operational hodgei, thus awnended or together withy 1)),
proposcd anvendients, <hall he ivnsmit'ed to the Conneil.
S0 The Conneilimay, after havine delated e drall aperational g
bt the Hhigh Ahoriny and. i pecessarv, with the other sttt o
coneerned, deeide by a qualificd majority vote, 1o maodify eaely of ).
amendinents adopted hy the Assembly, and it <hall devide, by (e wy
uajority on the preposed anendinents prosentoed by the Assemble, vy
deaft operational budaet shall be gnodified tahing inte avesunt the pp.
posals or alierations aceepled by the Conneil.

Af. within o tone it of fiftcen days after the commpmicntion of -
operational buwe: . the Couned] has not odified any of the smendiee
adopted by the Aszembly and has accepfed the proposals the latter e
presented. the operations] budget shall be considored as fraadly adopt e,
I'he Couneil shiall inform the Azsembly of the fael thal, it has not o ifie ]
any of the amendments and (et it aceopts (he proposils of amend;oegy

If, within {his time limit. fhe Council has maodifinrd one ue mar:. o L he
amemdments adopted by the Assernbly or has noi itceepled the anendi .
proposed by it, the draft operational budget shall be again transnif ted 1y,
the Assembly. The Couneil shiall report to 11 on the rezulis of its discussions

6. Within o time limit of fifteon days afier conmonmmication of {he draf
operational budget, the wseibly, having heen informed of the aetion
taken on it proposed amendinents, shall decide. by najority of its men).
bers including three fifthe of the votes, upon Lhe amendments propuged Ly
the Couneil to its amondinents, and shall adopt in the light of this t}y.
operational budget, 1f, within this time it the Assembly has not decided,
the hudget shall he considered as Finally adapted.

7. When the procedure provided in the prcsent artiele has hoen Carrid
out, the Prosident of the Asseinbly shall deelare L {he oporafional bl o
s bheen fmally adopled.

8. Yor the total of the expenditures other than those antomaticeal)s
flowing from the Treaty or from the aets drawn ap in viviie of the Tty
a maximun rate of ineresse in relaton ko expenditures of the sne naray,
for the current. fiseal year shall be established cael, vear,
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The High Authorily, after consulting the Comaittee of policy in con-
pection with ceconmmic trends ad the Copmil tee o1 hadgetars policy shalt
deelare the puxnmume e wineil resulis Hom

the evolufton of the oross national product e vohooe within the
(gl v
S 1nean vrtdion of She adae s o e bies Stea. anad
evotiubiog of fae eost of Lvemg durnes e courae of fae prececding
{iacal vt
The nr sty tatd w1 b cenninnteatald Diofoore Fhiee fatl of '\!;;_\'_ {oall

e apisi s s s Db Ui ity Thiees 2l B oblieed fo vz pee it
e Cintrers e e brdeetary e, sabjeet o e prosisiom uf the
fonrthe sl Ly o pptrae il g s P g

i, tor enpeend it ures ot e T These cutonrae albv e tronn e
preaty or from dheacis dreewt upin virtue of tio Treaty, the rate ol inerease
resitling trom the draft operational Tateloet. drawn up by the Counell 1=
prealer thaan Laltt the masinmun rite, the Assembly exervising 1S righias of
amedment, nuy furtlier inereiese the {otal tmount of such expenditures
within the lhmitation of half the maxinoon rale,

When, in exceptional cases, the Assembly, the Council or the High
Authorily consider that the aetivities of the ot es vegquire thot
the establishoed rate e exeveded pecarding to the proeedare Liwidd s 1
this meraerraply, @ Bew rate ey be fixed by agreement hetween the Counvil,
Lciding by a qualified wajority vote, and the Assembly deciding by the
Lote of & majority of its motmhers including (hree {ifths of the voles.

9. Kach institution shall exereise the powers granted toat by this arti-
cle with due regard for the provisions of the Treaty and the other aets
Jrawn np in virfue of the Treaty, in particular in the question of the
pespmrees of Lhe Communitios and a balanee of recelpts and expenditures,

(. The definitive adoption of the operational budget hall require and
ahilige the Hizh Authority to colleet the corresponding receipls, o ac-
cordunee with Lhe provisions of Artiele 44,

Ar. 784, In derogation of the provisions of Article 78, the following
prmisinns shall be applicable for the budgets of the fiscal vears preceding
L7a.

1. The finencial year shadl run from I Jumary to 31 December in-
clugive.

T'he operational expenditures of thoe Conmunity shall include the ex-
junditures of the High Authority, including thoso pertaining to the func-
noning of Lhe Consullativo Commitles, ay well as to the Court, the As-
gemnbly und the Couneil.

a. Juach of the institutions of the Community shall draw up hefore July
I pruvisimml estimates of its operational expenditures. The High Autho-
pitv shall combine these estiuates o prelimmary draft operational
Ludget. 1t shall attuch its opinion which may contain divergent esti-
Tannl .

This prelitinary drafl operational budget shall inelude an estimate of
peeeipl s and expendilures.

4 Phe High Authority must lay the preliminary draft budget. before
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the Council by, al the latest, I Soptentber of the year preceding ifs imple.
nenlation.

The Couneil shall consult the 1iirh Authorily and, when necessary, the
other institutions concerued whenover it inteneds to dopuart from this pre-
hwsinary drafl,

he Couneil, acting by means of a qualified majority vote, shall draw up
the draft operational budget and transmit it 1o the Assembly.

+ The draft operational budget must be laid nefore the Asseinbly by,
al the latest, 5 October of the year preceding its unplementation. )

PThe Assonbly shall have the right to propose amendments to the draft
operational budget to e Couneil.

1f. within & time linit of forly five days after communication of the
draft operational budget. the Assminbly has approved or has not proposed
amendinents to the drafy, the budget shull be considered finully adopted.

If. within this time limit, the Asseudbly has proposed amendments, the
draft operational budget, aceompanied by the proposed anondinents, shall
b praggindbbed 1o the Conneil.

5. The Council, having debated the draft budget with the High Author-
ity and. il appropriaie. with the other institutions interested, shall draw
up the operational budget within a tiine it of ihirty days after it has
boen connnunicided to it in the followiny condiiions.

1 an amendment propozed by the Assembly does not rosult in increasing
the tola! minount of the expenditures of an institution heepuse the nerease
ol the v.oponditures would be expressly compensated by one or more
propuscd wonendment vibodying & corpesponding deerciee of expeud-
tures, e Counol may. deciding by o qualified majority vobe, reject tins
procosed anend et wadiing o decisien to rereel ) e pronosed amend-
mrent shadl be cowe iders Laceepled.

Ioan wimendeni uposed by Gl Asectally would resit't B inereasing
the *olal wwnoans of tie expenditun s of an instilution. th -« ceptance oi
such an amendient by the Coutcil shull veguire a qualified ooty vote,

1f, in aecordance with the secand or third paragraphs of this paragraph,
the Council has rejected or has not accepled a proposed mmendment, it
inay, deciding by a qualified majority vote, cither maintain the amount
appearing in the draft operational budget, or establish another amount.

6. When the procedure provided in this article has been carried out,
the President of the Council shall declaro that the budget is finally adopted.

7. Iinch institution shall exercise the powers which have been granted
to it by this arlicle with due respeet to 1he provisions of the Treaty and of
the ucts druwn up in virtue of the Treaty, in perticular in relation to the
resources of the Conununities and a halance of receipts and expenditures.

4. The definitive adoption of tho adinihistrative budget means that
the High Authorily is guthorized and obliged to collect the amount of the
corresponding receipts, in accordance with thu provisions of Article 4Y.

Art. 78bis. 'The operational budget shall be drawn up in the unit of
account fixed in accordunce with the provisions of the financial regulations
uwdopted pursuanb to Article 78 sopl mo.

The expenditures inscribed in the operntional budget shall be authorizwd
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for the duration of the fiscal year, anless the regulations adopted pursuant
to Articlo 78 septimo provides otherw 180,

In the conditions to be determiined in tho application of Article 78
septintn, credits obhior than those relating o expenditnres for personnel
whieh may be unused at the ond of the figeal year, may be curried over for
no longer than the next fiseal yeoear.

Approprinbions ahall be listed by headings comprising expenditures ne-
gording to their nature or thieir destination snd subdivided, a8 neeessury.
in accordance with the revitlations adopted pursuant to Article T8 zeplimo.

The experdlitures of the Augerably . the Comneil of tbe High Authority
el the Conrt alialdl be the subjects of separate headings of the operationul
Lindget . without projudhice to the specil reghne for certaln comupon ex-
pendifures.

el 78 ter. 1. U at the beg pring of the finnneial year. the operational
Pandyret hins nob yot boen voled, expenditures may he vifected on a monthly
basis ter heading or other Jivision of 1he budget. aeconling to Lhe pro-
vistons of tho regulaiions adopted purstant 2o Arbivle 78 seplinee, up Lo
ane fw 10 of the hadget apprapriniiore for 1w proceeding financial vear
provided that the Al so made availabie o the Ligh At hority shal!
ot excesd onn taelfth ol the fotal approprintions shown in Lhe droft
budge! i conrs: wl prepacntion.

The High Authority shall be aatlorizsd and obliged (o colluct the
poeoiphs correspomling o he appreprie tiong for U prec viling fiseal year,
withoui however being mithorized to cover an amount inghier than that
which would resnlt trove the adoption of the diait operational budget.

2. The Couneil, nuling by means of a (uabificd majority vole, may,
subject to observance of the other provisions laid down in the first para-
graph, authorize expendilures in axcess of one twalfth. The anthorization
and obligation to collect the receipts may be adapted in consequence.

Art. 78 quater. 'The High Authority shall, in accordance witiy the pro-
visions of the regulations adopted pursuant to Article T8 septime, imple-
ment the operational budget on its own responsibility and within the
Lwmils of the pppropriations nade.

The regulations shall lay down the particular procedure according to
which each institution shall participate in the expenditure of its own funds.

Within each oporational budget, the High Authority nmay, subject to the
limpits and conditions laid down in the regulations adopted pursuant to

Article 78 septimo, transfer funds as between the various headings or sub-
hendings.

Art. 78 quinto. The accounts of ull the operational expenditures pro-
vided for in Article 78 paragraph 2, as well as receipts of an operational
nature and receipls from the tax for the benefit of the Community on
wages, salaries and fees of its officinls and employees, shall be oxamined by
o comunittee of control composed of auditors of indisputable independence
of whom one shall be the chairman. The Couneil, acting by means of o
gnanimous vote, shall fix the number of auditors. The auditors and the
chairman of the committeo of control shall be appointed by the Couneil,
acting by means of & unanitmous vote, for a periud of five years. Their
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remmuneration shall be determined by the Couneil aetiag by means of a
r|l|u1iri.|':! p oty vl

The awditing of the aceounts, which shatl be based on vouchers and shall
take place, if necessary, on the spot. shail bhe designed Lo ascertain. that all
revennes snd expenditures are Jawful and proper and that the financial
nntmagement s soud. Alter the winding up of each budget, the connittee
of control shall draw up o report the adoption of wlneh shall require a
majorily vote of ils e bers,

he High Anthority shall anmually subnnit to the Counecil and Lo the
Assembly Lhe accounts of the prececeding finaneial year in respect of the
operational hudget. together with the report of the comnnttee of control.
The High Authority shall also communicale to them a balance sheet
showing the assets and linbilities of the Connunty.

e Conneil and the Assembly shall give the High Authorify o discharge
in respect of the implementation of the operational budget. Jor this puar-
pose. the committee of contral’s report shall he exanuned first by the
Council, which shall act by means of a qualified majority vote, and then by
the Assembly. The discharge nmy not be given to the Commigsion until
both the Couneil and the Asscmbly have neted,

Iri. 78 sexto.  ‘The Couneil shall appoint a Commissicner of Audil for
three years, who shall he entrusted with drawing up an annual report on
the luwlulhiess and propriety of the acconnting operations and on the fi.
neind management of the Tligh Authority. with the exception of activi-
ties relating to the operational expenses providud in Article 78, puragraph
9l to receipts of an operational character and reecipts from the tax for
the benefit of the Community op the wages, salaries nnd fees of the Cown-
munity’ officials and cmployees, He shall draw up tos report at the latest
six months after the end of the fiseal vear which it concerns and shall
address it 1o {he High Anthority aed to the Counmetll The High Authority
chall comtmmicate i Lo the Assombly, y

The Connuissioner of Audit shall exereise these @0 nons i complete
indenendenes. The office of the Connulsgioner of Audit shall be incompati-
Bla with nny other sftiee mainsti! ution or omon of the Comuuanity other
than that of wember of the cotmuitter of confrol provided m Artiele T
guinto. s Levin of office shindl he renewable.

trt. 78 septrmio. The Couneil. acting by wicans of 4 aanimons vole an
a proposal of 1he Hich Authority. =hall:

() Jay down the fnaned fegrilad o speeity ingg e partienlar. the pro-
cedure (o be adoplod for esiablisbing and waplmnenting the operational
budget for rendesing and anditing acconnts:

(b) extablish rules concening ihe responsibidiiy of pry-cotnntssione -
and aceounltants el arrange for the relevant sapervision.

Arl, 790 The proesent Treaty isapplicable to Lie Furopean territorics of
the member States. s also applieable to Those Fawropean terrilories whose
foreizn relations ave sssumed by a member Slate: an exchange of ietturs
betwoen the government of the German Federal Republic and tho govery-

1 Amended by the 1972 Accession Act,
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ent of she Frenceh Republic coneorning the Saar is annexed Lo the present
Treaty.

ol withstanding the preceding paragraph -

() T'his Treaty shall nol apply to the Faroe Tslards. The Goverument
of e linebon of Depark mny. however, rivo notice, by w declaraiion
depusited by 31 December 1975 ul the latest with the Government of the
French Lepublie, which shall transmib a certified copy thereof to cach of
Dhe Gioverninents of the ofher Metber States. that this Trealy shall wpply
to those biands. In that event, this Treaty shall apply to those Islands
from the first day of the sccond month following the deposit of the decla-
 SUAATRTTH

(b)) This 'Treaty sball not apply to the Sovercign Buse Areus of the
United Wingdom of Great 13ritain and Northern Irelznd in Cyprus.

() Thiz Treaty shall apply to the Channel Islands and the Isle of Man
only to the extent neceasiry Lo ensure thes implementation of the arrange-
ments for those islands sl ond in the Dugigion cineoring the neeession of
Bie Wingdom of Denmark. reland, the Kingdan of Norway and the
Unied Kingdom of Great Butain anrd Northern lreland to the uropeun
Cou! and Steel Conuumit y.

jaaeh High Contracting Party Linds itselt to extend to the other member
Sites the prefereniial mcisures which it enjoys with respect Lo coul and
ateol in e pou-Buropean terrtories subjest by its jurisdiction.

Art, 82 Ve ter puberprise, as =l i the presend Treaty, relors to
ANy enderpris cirmed i production i e ficld of corl and steel within
e cerrilories e ioned e L fivn paragaph of Avticie 79: and i ad-
i, o enieerns Arbnetes 6o nnd B6 s well an informeanion Tl_‘!'illll'l.‘l'] for
fhear applivationa < apoaus paged upon thom, toany enterprise or organi-
sabion rogularly engeged distribution other than sale Lo domestic con-
suiners or Lo arlisan industries,

I 87 The terns Ceonl” wand Usteel ' yre defiped o Y v 1w the
present Ureaty.

“dditions may be wmade to the st set forth iu this anuex by unanimous
decision of the Council.

Jirt. 8. 'The turnover which shall scrve as basis for the calculation of
the fines and daily penalty payments applicable to enterprises by virtue of
the present Vreaty shall be the turnover on the products subject to the
jurisdiction of tho High Authority.

Art. 83. 'The cstablishment of the Community does not in any way
prejudice the regimo of ownership of the enterprises subject to the pro-
vistons of tho present Treaty.

Art. 84. In the provisions of the present Trealy, the words “‘present
T'reaty’” shall be understood as referring to the clauses of the said Treaty
and its annexes, of tho annexed Protocols, and of the Convention con-
faining the Transitional Provisions.

{rl. 85. 'The initial and transitional mcasures agreed upon by the High
Contracting Parties with u view to peruiitiing the application of the pro-
visions of the present 'Ireaty are set forth in an annexed Convention.

Ari. 86. The member States bind themsolves to take all general and



3T tonstitutivnal Documents

specific measnres which will ussure the exeention of their obligations under
the docisions and recommendad tons of the institutions of the Commumty,
and fucilitaie the accomplistunent of the Community’s purposes.

The teember S s bind themselves to roirain front any measures which
are ineompatible wiih the existenee of the connnon market referred ¢ 1n
Artichs and L

For the extent of their competenee, the member States will take wll ap-
praprints mensures to assure the internationad payiaentsarising out of trute
i coal and steel within tie conpnon nerkets they will lend assistance to
cach o ber to acilitate sel paymenis,

Offieiads of the High Anthority chargad with verify ing information shall
erjos on the terettories of the member States, (o the extent necessary for
the aecomplishient of their nission saeh rights and powers asare wranted
hy the Taws of sneh States to efficats of its own tax sers ices. The missions
and Uge stakas of She officiad= o=l with them == be duly connmuni-
caded to the State in question. Officials of such State may. at the request
of =uch State or of the High Authority. assist those of the High Authority
in earry ing ont Chetr mission.

Art 8. The igh Contracting Parties agree not o avail {hemselves of
any treatics, conventions ot agrecneuts exisbing among them to submit
any differenee arising out of the interprefation or application of the present
Frecty to s method of settlement other than (8 Zse provided for Lerein.

Arf. &% 0f the 'Tirh Anthority deems thal a State is delinguent with
respeet to one of the ohligations bwannbent npon it by virtuo of tho present
‘Preaty, it will, after pernntting the State in question to present its views,
twko note of the delingueney in a decision aceompanied by o justification.
Tt will allow the State in question a period of time within which to provide
for the execution of its obligation.

Such Stade muy appeal to the Court’s plenary jurisdiction withima period
of two months from the notification of the decision.

[f T Bate has not taken steps for the tutfilinent of its abligation within
the prrid fised by the Higls Anthority, or if its appeal has boen rejocted,
the Thon Aathoriiy nay, with the concurrenee of the Council aecting by o
two tlurds inajority:

() suspend the rayment of sums which the High Authority may owe to
the Sate in question under the present Treaty;

(&) adop. meassures or authorize the other mwewber States to adopt
measnres involving an excepbion to the provisions of Article «, so as to
correct (he effects of the delingueney in gquestion.

An appeal to the Conrt’s plenacy jurisdiction may be brought against
e decisions token in application of paragraphs (g} and (b) within two
moatle following there notilicalion.

1% {hege measures should prove inoperative, the High Authority will lay
{he matier before the Couneidl.

Art. 89, Any dispuibe wnong member Stutes concerning the application
of the present Preaty, whieh canmot bu settled by another procedure pro-
vided for in the present Troaty, may be snlauitied to the Court at the re-
quest of one of the States parties to the dispute.
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The Courd shall also have jurisdiction Lo gotile nny dispute among mens-
bor =eates velatiad Lo thee purpos: of 1l present Treaty, il syt disputo is
sabimitted 1o 1t by virive of o ngreemient b arbitralo

el 0. IEan e conuud tod iy an enterprise in violation of the present
froaln ol o conshatuios violation of 21 aivizaiion under the legislation o1
the Siate (o which the enrerprsn Pooepueat dor G subject, and ii legal or
Al st Eenve etion is fregtitiatind agminst Bl ulerprise in guestion under
pop =t bosinbal fonn, Tl Sate in jln'-‘Iint- wtya ) o gralon Lhee High Anthority
awhinehl prary S Pt s T pretinees.

IE Lo Vitehy bty Sur prestande aperiioe, 1 shiall be kept imformed of the
wlatns of the proceedings anal peviin bed Lo prodaee any gerlinent doeu-
ments, expiert ndvive and ovidenee, 10 shaldl also Se nforned of thoe final
decrsion taken in the cose, and shall fahe seeount of tius decision iu de-
Lerrnining uny sanctions whielt it my L led Lo pronounae.

Art. 007, U an enterprise does ool niike, withio the preseribed bimo-
lirnit, & paynwni for whiel it is liable to the High Authority either by virtue
of o provision of the present Treaty or the agreements in application there-
of or by virtue of o fine or a daily penalty pay ment imposed by tho High
Authority, the latter may suspend settlenient of sum due by the High
Authority to the said enterprise up to the amount of tho payment in
quastion,

Jrl. 92. 'The decisions of the High Authority imposing financial obli-
gations on enterprises are executory.

Thoy shall be enforced on Lle tarritory of member States through the
legal procedures in effoct in encli of these States, after the writ of execulion

i1t use in vho State on the Lerritory of whieh the decision is Lo be carried out

has been placed upon them; this shall o done with no other formality than
the certification of the suthonticity of such dJdecisions. "The execution of
these formalities shall be the responsibility of o Minister which each of the
governwmenta shall designate for this purpose.

Enforcement of such decisions can be suspended only
the Court.

Art, 93.  The Righ Authority will mnintain whatever relationships ap-
pear usefnl with the United Nations aud the Organization for Luropean
ILeonomic Co-operation, snd will keep these organizations regularly in-
formed of the activity of the Community.

Art. 94. Tho relations of the institutions of the Community with the
Couneil uf Enrope will be assured under the terms of an annexed Protocol.

Art. 951 In all cusvs nol expressly provided for in the present Treaty
in which & docision or n recommendation of the High Authority appeara
necessary to fulfil, in the operation of the common market for coal and
steel and in accordance with the prov isions of Articlu 5 above, one of the
purposes of the Comounity ns defined in Articles 2, 8 and 4, such decision
or recommendadion mny be taken subject Lo the unanimons conCUrrence of
the Council aud after consultation with the Consultative Commiltee.

by o decision of

1 A amended by the 1972 Accession Act,
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Tha cpne 1 e or ece ampetehaion ke ie the same manner. shall
foo- ettt e anphaed.

‘e I--.:.--'.'ti..‘.‘ (RIS TR SRN UL Thie eaddtimilhooks | riovl pru'n.".rlud for b_‘.‘ the

O R TR P e ot he TR T RRTEEPCLE RN SELAFE [RVRE uptoarescen difficulties

sl are ot ot oA e e e taeens of eprhicasion of the
preant vt w0 proceundd el s he recneae or technical con-
Gitiors e bach slieets e comens coal il steed neerket Girestly . shouli
pint e taeeeasint s rdipetenone ol the rades e wieerning the cxerese by the
Tiiesh Anthorits oo the powers whilets oo confericd upon i, appropriate
sroehificatior = s beoade provided that threy do not madity the pro-
Vicions of Avticles 2, 3 and 1or the rolatiouship omongg the powers ol 1he
High Authority apd the other institutions of the Community.

These anendiments shall be proposed jomtty by the lligh Authonty and
the Couneil. acting by a nine-tenths majority of its nrembers. and shall be
submilted to the Conrt for its opinion. In considering them, the Court shall
have full power to assess all points of fuet and of law. 1f as a resalt of such
consideration it finds the proposals compatible with the provisions of the
preceding paragraph, they shall be forwarded to the Assembly and shall
cnter into foree if approved by a majority of three quarters of the votes
cast and two ihirds of the members of the Assembly.

At 96. Tollowing the expiration of the transition prriod. the govern-
mieni of eiach member State and the High Authority mny propose aend-
ments to the present Trealy. Such proposals will bo submtied to the
Council. [F the Couneil, acting by a two-thirds majority, approves a confer-
enee of represenbatives of the governmonts of thie memuber States, such
conferenece shall e immediately convoked by the President of the Counceil.
with o view to agreeing on any modifications ta be made in the provisions
of e Preaty.

Such mendients will enter into foree after having been ratified by all
of the moember Stites in conformity with thesr respective constitutional
I.'llll"!-'-.

Art. 7. 'The preseut Trealy is concluded for a period of fifty years
frome the date of 1t entry intu woree.

Art. 9% Any Buropean State may request to avcedo to the present
Preaty. It shall address its requoest to the Couneil, which shall act by unam-
motts vole after having obtained the opimon of the tligh Authority. Also
by u unanimous vote, the Counecil shiall fia the terms of accession. 1t shalt
Locome tifective on the day the instrument of accession is received by the
governmment acting us depositary of the Treaty. .2

Arl. 99.  The present Treaty shall be ratified by all the inember States
in accordance with their respeetive constitutional rules; the instroments
of ratification shall bo deposited with the Government of the Freneh
Republie.

Tho Treaty shall enter into foree on the date of the deposit of the -
strument of ratification of the lust signatory nation to accomplish thut
formality.

In the event that all the instruments of ratification have not heen de-
pusited within a period of six months followityg Lthe signature of the present
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Treaty, the govermnenis of (he States whicl lave effecied ane b dboposit will
consuli among themgelves on P ppensnres 10 be Laken

Art. 100, "The present Trealy. craown vp v @ singde copa, shadl be de-
posited in the archives of e Covennent of the Frinch Repubdic, winch

shall transmit a cerhfied cony iereol G caeh of the povermner s of ihe
olhor sipmtory Sl es.

in aertness whereof Lhe undersigned Plenipotentiaries have vlaced their
signutares nnd scals al e el of the present Treaty.

Pone a4t Paris, the eightcenth of April one

thenss el nine handred and
{ifty-onc.

PROTOCOIL ON THE STATUTE OF THE
COURT OF JUSTICE!

April 18, 1951

The High Contracting Partics:

Desirous of estublishing the Code of the Conrl. of Juatice provided by
Article 45 of the Treaty,

Hace agreed as follows:

Art. 1.7 The Court of Justice established by Article 7 of the Treaty shall

be constituted and shall perform ils duties in aceordance with the pro-
visions of the Treaty and of the present Codde.

TrTLE I. 11E JUDGES

Quatl of Office

4rt. 2. Belore commencing lis duties, each judge shall tr«e public
oath Lo discharge his dutios conseientiously and with comnplete unpartiality
and to preserve the secrecy of the Court's deliberations.

Primleqes and Tmwunities

Art. 3. The judges shall enjoy legal immunity. They ghall retnin this
innuounity after their term of offico for all acts performed Ly them in their
officinl eapacity including Lheir statements and writings.

The Court, sitting en bane, may suspend Lhis immnity.

Only the courts with jurisdiction over the highest members of the nation-
al indiciary in each member State shall have jurisd

tetion in criminal pro-
cecdings against judges whosc immunity has been so suspended.

1 See page G40, Article 4 of the Convention reluting to certain instifnfions common to the
Eruropean Communities, concerning the replacement of the Court here provided lor, the
rovigion of Article 32 of the Treaty esl ablishing the Conl and Steel Communiby nnd the
abrognd ion ol wuch provigions of Uhis Protocol ag are incom patible with revised Article 32,
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Conflicts of Interest

Arto i Judaes may nod hohd any political or adiinistrafjvo office.
They mua o noe CUAEEEC G0 ANy DUsiness o prof s gl detivii | paid or

Uhps vboexenni be e Nemplion g oG L g, v orits of
the {7 opneyl,

Phe vy oo hold o direetly o 0 oq oy, ST Test booany
ba, tebived e G e Lhed ) duvitgs b oy G Lot darine a
e, ol ke A R Place I ‘

emuneral ..
Arl A A galiod,
Tarm imition if A fiee

Arl 6o I addition o (he provisions Jor peonlar changes in member-
shaip, the ternt of office of any imidge shall be torminng o by death or resig-
natior:. _

In case of pesignn o, tho letter of resigintion shall be addressed (o tho
President. of the Courd, for transmission £y the President, of the Couneil.
The Intter notification ghall cause sneh affico to hoconme vieant .

F.xceept for instances i whieh Arficle T below shall e applicable, each
pudge shall continue 1o Lold office nntil his sneeessor shall enter npon his
flutlies,

Art. 7.0 The judges iy bo removed from office ouly if. in (he unani-
nions opinion of the other membars of the Court, they no Jonger fulfil the
requisite conditions therocof.

The President of the Couneil, the Prosident, of { e Hizo  afhority and
the Prosident of the Asseibly shalt bo notified thereof by rie elork

Snehi notification shall cause such office to become vacant.

Art. 8 A fudgo who is appointed to replace g member whose ters of
office has niot expired, shall finigh the tevin of offje. of his predocessor.

TITL b1, ORGANIZATION

Art. 9. The judges, the Advoerates-Boneral and the Clerk mnst reside

at the seal of the Court.
Arl. 70.1  The Court shall bo assistod by iwo Advoentes-Goneral and a

Clerk.
Conrt ddrocates

Art. 711 Tho function of the Advm-ntm-:-(%mmra!“5]1;\.11 ber Lo prosent
publicly and with complote mpavtiality and thdependonee aral »eaxoucd

— —— S, e e e

1 Hon Article 32A, 328 of tho Treaty, puge 550,



Enuropran o oal ol Stec axpttaan i e L

argunonts on Hae ises aibiiit el fon e Conipt, e order e as=isl Ll (o
in tho performiee € ibs duth < as detitesd in Articele 31 of the Trinl v,

Art. 1220 The Ady oenfes-General stiall be appointed for o tenn ol =1%
years in the Rl manner i judges, Thers siall b s partinl ehnuge in
membarship every three vears. The Advorate-Gonernl whose termn ex pires
at the end of the first period of three yenrs shall be desimatod by ok The
provisions ot L ihird and fourth paragraphs of Artiele 2 2 af the Treaty
and the provisions of Article 6 of this Statute il b applicable to the
Advoeates-General,

Art. 13, The provisions of Artieles 2 4o 5 and 8 above shall he appli-
cable to the Advoeates-General.

The Advoeates-General may be retunved from office only if they no
longer fultil the reguistle condifions thervof. Tlus deeision shall be taken by
unanimous vote of the Couneil. upon the adviee of the Court.

Clerk

Art. 14, The elork shall be appointed by the Court. which will fix the
rules of his office aeeording to e provisions of Article 15 below. e shall
tnke an aath before (e Conrl to discharae hig dulies conseientionsly and
wilh eomplete bnpartiadity ared to priserve the seerecy of the Court’s
deliberalions.

Art. 15, lbrogated.

Personnel of the Court

Art. 161 1. 'The Court shall have officials and other employees to
pormit the performancee of its duties. They shall be dirceted by the elerk,
wnder thie genernl supervision of the PPresadent.

9. On a propo=n! from the Conrt, thy Couneil may, neling nnanitmously,
provide for the appointment of Assistant Rapportenrs amid lay down the
rlos gnwwni]u_: ihear gorviee, The Assistant Rapporteurs may B voquiired,
ander conditions laid down in the ralex of procedure, to parlicipaie In
preparatory inquirics i cases pending before the Conrt and to co-operabe
with the Judge wlo acts as Rapporteur.

Tho Assistant Rapportours shall he chosen fram among porzons whose
independence iz beyond donbt and who possess Lhe necessary hogal qualili-
cationg: they shadl be appomied by the Council. Thes shall take an oath
hofore the Court to porform their dutics impartuily and conscienhiously
and {o preserve Hhie seereey of the deliberations of tho Court.

Functioring of the Court

Art. 17.  The Court shall sit permanerd by, Tho lenath of iy il
recosses shindl be fixed hy tho Caurty aill Gue regaaa ror s Judicid obi-
gations.

1 8eo Article 32A. 3213 of the Preaty, page 5ab.
2 Mo roferences in this paragraph are now to Article 32A wnd A
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{'ompostiion of the Coird

s Tl Conesi <hioll < in ph'-'!:tl".‘ session. oy Lowever, 2ot

Hpsco el de s caeh conastmg of e neasher. cael, i order 1o con-
dncs el ar v e oF Lo hie e e et cories oF e < i
e Do e band ol v Tor 10 L e
oetstis o0 0 v et shad bewalion o b D s v ot s o i
twndeers s a1 o o baeadedn erentions st s ot e U oot sl be
vaoc e by a0 sivel s e | b vt
R 8 Y I S L X RN Y BRI TN I SV TP RRPY BT SRRRVIN o ddoes of o
Ut bt e ey e fd o allber b 00 dinlse o ssoties Chiumiber

By dec b S apon cu srt i aveording s a i covaditions Liid dewr in she
rudes of pros odare,

Setions b B scaiec o by e Conne ] shad b i ail eases e fried i
Ith'i':n_t L=l i,

Noeetal §lules

et 190 he pudges and the Advoeates-Genoral naey now pariip:aie in
the disposition of any case in which they have proviously participated as a
representative. counsel or advoeite of one of the parties, or as io which
they bave been catlcd upon to render judginent as o member of o tribunal,
of a commission of inguiry or in any other eapacity.

If any judge or Advocate-General, for a special reason, deoms imiproper
his participation in the judgment or the examination of a particular ease.
he shall so notify the President. 11 the Prosident, for a spovial reason,
decngs il Imprapoer for a judge or Advoeate-General to sit or arcue in a
particular cose, ho shall =p notify the person affectod.

The Court. shall resobve any difficullios arising frow ¢ - application of
the presonic Artiele,

A party may not invoke the nationality of a jundge. or the absence frowm
the beneh or from one of the Chaimmbers of st judire of iis own na tionaliiyv. in
order to ask a chango in the composition of tha Court or of one of its
Chanhers.

TUTLE L3 pon 11 "

Representation of Assistance and to the Parli. s

Ardc 200 The States and the different institotions of ihoe Cominunity
shall he represented heforo the Court by representatives appointed for
citch ease; the representative mny be assiz(ed by an advoeate admitied to
the har of one of the memboer Statos. ~”

Fnterprises and alt other catural or legal persons anust e represented
by an advocate admitted 1o the bar of one of the mwewmber Stales.

b See Article 32 of tho Treaty, pago 650,
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The represeniatives and advocates appearing before the Court shnll have
the rights and hnnmnities necessary for the ndependent periormance of
their dudies, under the conditions fixed in rules to be established by the
Court and submitted o e approval of e Couneil trken unanimously.

The Court shall love, with respect to the advoeintes who appear hefore
it. the powers nornully recognized in this regard to courts and tribunals,
ander the conditions fixed by the same rules.

Professors of the member State whose nat ional law allows them to plead
shatl have the same rights before the Court as are recognized to advocates
by the present Article.

Stages of Procedure

Art. 1. The procedure before the Court shall consist of two parts:
writben sl oral

The wril ten procedurs shall inelide conmunientions Lo the parties, as
woll as to the institutions of the Community whose decigions are n dispunle,
petitions, imemoranda, defenses und ohservations and replies, if any. as
well as alt documentary evidence and supporting papers or certified copies
thereof.

Nuticos shull he served hy the clerk in the order and within the tihmo
fized hiy Lhe rahes of proe daro.

The oral procedurs shall ineinde the readiug of the report presented by
the reporting judgee, as well as the hearing by the Court of witnessces,
experts, representatives and ndvocides and the arguments of the Advoceate-
Gieneral,

.-lm:.’it'ﬂfmns

Arr2 Alattors shall be referred to the Cont Ly a written apphication
addrossed to the Cledk, Foe petition mast contn th - name and the ol
Jdress of the party and toe dezeription of the sienatory, the <nbjee . miatter
of the dizpuio, the argmemnts and 4 short =ummary of the grounds on
which tlie application is Ta=ed.

This apphestion st L peconpittieill, whore appropriase, hy the de-
gision whose annalments s somphit, or i cise of appenl wrainzt an
implied doeision, by Gotuieniar evidoner showing the date on whieh
Plie matter in question was raised with e High A bority of filing of the
raquest. 1f these doesunents are nod annoxed (o the pefition, the elerk whall
azk the party in que-tion to produce them withim o rensonable period of
time, but in that ovent the siehts of the party shall ot apse even 1 such
dosuments are produced after the tone hnit for bringing proceedings.

Transmial of Dacuments

Art. 230 Whon an appeal is instituted against a dogision of one of the
jnstitutions of the Corumumity, such institution 1=t transmb to the Comt
all the doenmonts relating to the case before the Conrd.

w
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Preprrvatory Twgiries

Jrt. 24.  'The Court may ask the parties, their representatives or officials
and emplovees, as well as the governmenis of the member States, to pro-
duce all documents and furnish all information which the Court deems
de<irablo, In ease of refusal, the Court <hall take forinal note thereof.

Art 25, Phe Court vy o1 any Bine elorge any persai. bady. office.
cer nssion or G it choesos with the doty af kg a formal gy
ar expert opinion: o his it the Conet nees s ap o st ol persons
or n:_':llli'ﬁl‘ltiﬂnr dpee Teed Do s VOO R DT

elthee ui the -

vt 26, e de oo sl T publie, weees i Cenrd, doerdes nthes
wixe [or goriou . roasaus.

Minrdes

grr 27, Minutes shiadb e kept of each hearine, <ined Ty the President
and tlie Clork.

elearings

At 28, The President shall lix the =ehedinle of the hearings.

Wil nessos inay be hearld under the eonditons which shall be ditermined
by the rles of procedure. They may be heard inder oath.

During the hearings, the Courl mav alse examine the experts il per-
sons charged with o formal inquiry, as well as the part ies themselves: the
latter, however, may only plead through their represen:ative ov advoeate.

When it is estahlished that o witness or an expert uas concealed or
falsified the trath as Lo tho fuets on which he has testified or has heen
examinad hy the Court. the Court shall he empowered to refer sueh mis-
conduet Lo the Minister of Justice of the Slate of such witness or expert,
for the application of the appropriate sanctions provided by tha national
law.

The Court shall hiave. with respeet to defanlting witnesses, the powers
which are generally recognized m this rogard to eourts and {ribunals, under
the conditions fixed by rales established by 1he Court and submatied 1o
the approval of the Couneil taken unammousiy.

Secreey of the Deliberafions of the Court
Art. 29. The Court's dulibi=173 T, shall bo and slnill remain secrot.
Juwdgments
Art. 30.  Indmnents shall state forth the ressons on which they are

based. They shall state the nanes of the mdyes who have participated
therein. A
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Art. 31, Judgments ahiall Lo signed by the Presudont, the reporting
Judge and the Clerk. They Tl e readd in publie soegton.

{ ‘osts

qrloal, Lasis hall bo deterined 1y tiw Louri.

Spmpnary Procodure

BT LY dla Upesidom - F the »

At ey mako sy T Th 2,
! v provaidies To o4 inishied by the roeics af orocsdare
I T A A T L PR e TS L e et of cortn:n prﬂvia—'im-: al whise
e e wpase i rnnenle fon Gl etttz of suspenstetl pd sl pie
cided e everd parngranh of Avty e 30 of U Treaty. o for He
apphieit s oL i ioni] faesairres winder the third paragraph of the =vnoe
Artiche, ur fur 1 lp snsprisic aof conmplsary aacepubivn in avesrdiiwee witl:
tho third parapra ph of Articlo LR

In the event of the absoneo or incapacity of the President, he shall be
replaced by another judge under the conditions fixed hy the rules provided
in Arkicle 18 of this Stontuto. The ruling of the Presidont or his alter-
pake shall be provisienal in nature and shiall not. prejudice 10 any wuy the
decision of tho Court on the mattor in its ontireby.

Intervention

Art. 34, Natural or legal porsons mstablishing an interesk in Lthe oul-
como of a dispule pending before the Court mny inkoryonn i anwh dispuate.
Sy lanissis made in an applicaton Lo intervene shall be limited to

supporting oF roquesting the rejection of the subnnssion of one of the
parties.

Judgment by Default

Art. 35. When, in an appeal Lo the Court's genvral jurisdiction, the
defonding party i duly cnmoned and faits to file writton arguments,
dofruit judgmont shinll he given agoinst that party Ly defoult. An objection

iy be lodged ngainst the judgement within a month from the date of ita
1l not suspond Lhe exoention of the jundg-

notifieation. Sueh alijoction nwhn
went by defanll, anloss obhorwisn decided by tho Conrt.

Ctontest by Third Party Proceedings

Art. 36. Naturel or lagal persons, ne woll as institutions of the Com-
junity. may instituio third-parky proceedings to contezt o judgment

rendered withoul their being linrd in the cases and under the conditions to
be fixed by the rules of procodure.
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Art i Dease of difendty as fo the meaning or seope of o pudmuent.
such judginent shall heinterpreted by the Coart npon the reguest of any
party or any in=titution of the Cononnntiy esd abdishing an interest et

Rericten of a Judgment

JArt 28, The Conrt may be asgked to revise a jndgment only on the
discovery of a fael of cueh a mduro as to be o deetsive factor aned  whaeh
wits unknown to the Court and to the party reguesting revision prr
when the judgnent was aven,

The revision shall compmonee with o jodgmont of the Court esplici!ly
setbingg forth the existenee of a new {el, recociising that it is of sueh @
eharacter as to lay (he case open to reviston. and nolding the :1|1pli::!-i-iml
adinissible for this ronson.

No request for revizion nay e introdiecd atier a laps=e ol ten years
from the daie of the judguent.

Pivmerd innifs -

Art. 39, The procoedings provided by Articles 36 and 37 of the Troaty
st be instituted within the period o one nionth provided in the ad
paragraph of Artaele 453

The periods of grace based upon distanee shall he fixed hy the rmles of
procedure.

There shall be no loss of rights hy reason of thegxpration of L linmts
if the parly in question proves the oxistence o anfor : cable ciroun-
stances or foree majeure. E

Periods of Limihations

Art. 40. The procecdings provided in ihe first two puragraphs of
Article 10 of the Treaty shall be bareed after a pariod of five years from ihe
aeearrenen of the evenl giving rize thereto. The period of Bstation shall
Lie interruptod o1 proccadings are shstitnted betors the Court or il prior
to such progecdings an applieation ix made by ihe aggrieved party W0 the
rolevani inabitution of the Comunity. Iu he latter ovent the proceedings
st be instituted within the period of one month provided 1l last
paragraph of Article 1328 thye provisions of the last paragraph ol Articlo B35
shall apply where appropriate.

Speciul Rules for Dispules betiecen Member States

Art. 21, Whea o dispuie betweon wember States is submitted to the
Court, under Article 89 of the Treaty. the other member States shall be
notified forthwith by the Clerk of the sulyject matter of sueh dispute.
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Lach af e S e Tt Bave thes vl e e vene in Lo peoweending,
The vecpitte e Dt e e send A st b st wdeod deate
VibE ety ! '
P4 g, e ™ Meryenes g anb ool b the Conrt uander
o e emas ponae D The prec s Articss. the intorp oo tation given
oy the mdgmonre Jyail o-n he Bl on it

Deoeeeddinng s by ioed orhieas

et 43, The decisions on the Thgh Aathority wnder Seetion 2 of Article
63 of the I'reniy wust be notiticd to the buyer as well as Lo the enterprises
concerned ; if the decision refers to all or an important category of enter-
prises, such individual notification way he replaced by publication.

An appeal may be taken, under the conditions in Article @ of the
Treaty. by any porsonon wihina pertodic peualty paymont s Bevan Tewiend
in application of paragraph 1 of Section 5 oof Article 66,

Ltules of Procedure

Art 44 Phe Court shall establish its rudes of procedure. They shall be
sabmitted to the Cowneil for its unanimous approval. These rules shall
contain all the provisions necessary for applymg and, where necessary,
suppletenting of this Statute.

Transitional Provision

et 45, lmmediately after the taking of the vath, the Vresident of the
Conneil shall procecd bo desigoabo by lob the judges and tHw Advocates-
General whose ter shall papire ab e ond of the first. period of three
veurs in aecordance with Articlo 32 of the Trealy.
" Done ab Paris, the eighteenth of April, one thousand mine bundred und
fifi y-one.

PROTOCOI. CONCERNING RELATIONS
WITH THE COUNCIL OF EUROPE

Aprif 18, 1951

e High Contracling Lartes: ) )

Pty aavaree of The ned to v Lahlish tiow as close us possible hetween the
Juropuean Coal and Steel Commumity and the Couneil of Furope. particu-
Jarly between tlic 1wo Asseinliess _

Taking note of the recommendid ons of thee Upuneil of baroped

Hetve agrevd 1o thoe following provisions: _
e, 1. The governments al e penhier Slales are inuited Lo resisne

mend (o their pospeetive Parlinnents that the scrinhors of e J’Lhﬁl'luFﬂ)'
which these Parhiannents are calied wpon to desigiide, ghuonld proferably
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hee chogen from & o e mbative o the Ceosciarivn Agses .
T | Counl;-;: - ' A e resentative ot Goscitarive Awsenbly

Lt 2. Thioe Nawe rd l e volulllll'li' T T1Y LN T Ay Yo the
s peeenlbabivey = B0 0 fh- Coanetl of oo e a e e oail WS ...u'li-i.l'.'.

e 4 T ngh Aathens will coin coravate v vens o iae {'oan-
it tee of Minstere vin Ly The Consnlini oo Asserably of the ('oum:il of
Eoarope Hue o ppeva L e o nrovided Tor vetiele 17 of he Treaty.

el 4 The gl Muthuridy will inforin the Councii of Enrope of the
aetion whiel 1t due beenadile do ke on s Teconimensiations which the
Conunittee uf Ministers of e Connetl of Furope might herve asddresscd to
i under Articls 15 (h) of ihe Statuto of the Council of Furope.

vl 5. 'The present Treaty and ity Annexes will he recistored with the
Generud Sveretariat ol the Couneil of Earsue )

et 6. Sgmeenwoats Lobween the Community sud the Couneil uf Yurope
AR }‘“\\'\\‘\Q‘L\\h\\*ﬂ AT el LT S e wther '(.Y pe of meoetoal assistance
SMQ\\ m\\\\\\\\\\\\\@;\\\\w\m\\»\m s, NERLAL RSN, woadh oee Aol
firis TRRTROL.

Dono ab Paris, the vyt e

fift y-one.

TEXTS APPENDED TO 'THE TREATY!

wanEx 1o Definition of the Terms Cod and Steel.

ANNEX 11. Scerap lron.

ANNEX 1. Spoecinl Steels.

EXCHANGE OF LuTTins brpwoen t |
Hepublic and the Govermuent of the Prench Republic concerniug
Surro.

(onvention un 'J‘mnsit.ium;], Proyisions. “

ath ot Api, e Prermeatd ne headred woll

he Guvernment of the Germaxn Federal




BT t ootitutional iocwients

b chosen frocn oo e reaonfaliv: the oo s itamp s Aaseepbly
ar 1! Conned! : 1o R
Aot 2 Pl et b nd e Comamneis o g dere o e o the
Consaltative .o chv ot e Coupetl o1 e i e ot 17.u ety it.\'
{rt. &, T g Aatherit will eoie .ll"il‘.il.!l' c il oL Ir\pl AT "nl;l:
nattee of Mistors i B b ConsnltaiLee Assenibly of the ('u-m-‘n-'il of
Eanvore the general ver o sravided for ue Article 17 of e Freaty '

At 4. The ittt Autheaty will isiorm the Conn HEN Eui'n(‘-r. of the
Letion which it Ims bevivable 1o take onany rovonnniations whieh the
Commitbes of Ministers of the Couneil of Furope might e addresszod to
it under Article 15 (b) of the Statute of the Council of Burope. o

Art 5. 'The presest Treaty and iz Anneses wii he rl".'iSl‘(‘l'("ll with the
Genoral Seeretariat of the Couneil of Iuarope. B .

Art. 6. Apgreements belween the Conmunity and the Couneil of Eurepe
MY, LMong ather things, provide for any other type of mutual assistance
and collaboration belween the two erganizations, and the appropriate

forms thereol.
Done at Paris. tho vighteenth of April, one thousand mine hundred and

fifi y-one.

TEXTS APPENDED TO THE TREATY!

ANNEX 1. Definition of the Terins Coal and Steel.

ANNEX §L S3crap fron.

AunEx 1l Special Steels.

EMCHANGE OF LETTERH Letwern the Government of the Germnn Tedoeral
Repuablie and the Govermaent of the Freneh Republic: concerniug the
Surri,

(onvention on Transitional Proyisions.

1 Not reproduced.



