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\af:emeﬂﬁ. Meanwhile, however, there is an unfortunate impression that the .

| transitional period. - As far as the Treaty is concerncd, the copy in our e
 possession does rm.t,/‘, unfdrtunately, include formulase on the cartel aonopoly,
_J¢price, and trade negotiation aspects, In our view, the new draft is even u
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Herr Blankenagel reported as follows on the proyress of the Schuuan Plan
negotiationss=— "

oy A crisis had arisen just before Christinas because the French
were insisting upon signature of the Draft Treaty on conditions which were

|unsatisfactory to the Geruan delegation. The German delegation had, however

made strong representations at all working levels about its own conceptions for
a solution of the many problems at issue, with the result that negotiations
were teaporarily suspended andthe scene of activity wus transferred from Paris
to Petersberg, In that gquarter three main questions were thereppon discussed:

Erohibition of fusion of assets, anti-cartel provisions, and the prime question
excessive Co atlon oi power within the High Authority, linked with the
e;olmluence of regional groupss

The prohibition of fusions is inscparable frow the re-organisation principles
under current discussion between the Allies and the responsible Federal agents
within Germany., I% is to be hoped that these negotiations will result in
success for the German viewpoint. The gquestion impinges not only upon the sigze

© of unit counpanies, but also above all upon the question of coubined ‘econouy betwe:

coal and ateel, -

The anti~cartel provisions as at prescnt envisaged are directed above all
against D.K.V. It is impossible to say at present whether there will be any

Ameriocans are pressing hard for a dissolution of D.K.V. TR O
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About ten days ago Dr. Henle dealt with this probles, end the question of =
extending the influence of regional groups andthe working of the pool, in his
address given before the Econouic Research dssociation in Duisburg. His exposé
reflected the full scope of our conceptions on the subject and was a = % j
constructive and convincing argument in their favour. Copies of his address
willbe wade available to meubers of the Comuittee and individual plants shortly.

The tenpppary Suspanaion of negotiations had led Monsieur Monnet to =i
produce- a new. draft of the Treaty and a new foraulation of the meuorandum on the

restrictive than the earlier versions in so far as
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the Coyri of Appeal and its coapetency appeure . These ars of Far-reaching
eat. The regional groups, in the new draft are now no longer even

ancitlary bodies but are in fact only allowed to co-operate if they include
representatives of euployees and consusers. It is envisaged that the task
of-the High Authority in this Sector would be to ascertain whether the pre-
conditions upon which we stand are in fact fulfilled.

Such solutions would lead to the probleu of meth?r'another organisation
would have $obe builf up in parallel with the present Stecl Trade Association,
on the basis of the premises envisaged. If the latter werc the case, it wa:
problematical whether the Steel Trade Association would be able to participate

in the work of the pool at all.
the method of building up the organisation ?1’ t:e
work of the pool in the wemorandus on the tra;u;tigga:hgzrtgg.in éﬁgoiglrx; ati‘.)ons.
1 i "irst be creatu 1 U

; the High Authority should r‘g'bt D e : b
';ll;i:’cw:rilgk;pparatus covers statl-.s{';'.'.ca and as! c‘.;séls*'c‘fra"’cvar £ _é-iTrAftrui-uthe
qoal and steel, LROR ¥ o scrap;ltm th;-‘:[‘:?i;.e ﬂtigouxxiﬂ "czi market for coal

: ds have becn put 1nko operabliol, HOASL .

fquali:at::’lg Z::an is created, T'ollowed two .uontns_}il'o:rr‘m by hﬁﬁb
iren. ory I o =

Phere is an outline of
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A partioculsrly iwportant provision is tuat the High autiority is to be
iig; given a blank cheque for the transitignal perioed of' about f'ive years, and may
xercise plenary powers in tiues of boom and slump, It way operate without
the safeguards envisaged in the final form of tue Lraf't Treaty, and take all
asures which in its view are necessary. The German delepation have
protested sharply against this decision snd had insisted that the same preuises
which would be effective within the pool in its rinal form should also operate
during the transitional period.

! Italy would be in a speoial pesition during the transitional period,
! having the privilege of retaining her pre:=ent customs tariffs and then be
enabled to liberalise and lower the rates ifrom ycar to year. The German
\delegation used this special provision in en attempt to obtain, the retention of
protective tariffs for flat rolled products as an intrinsic part of the Trcaty.
Mr, Co ki#tller is doing the necessary in this direction. In the coal sSegtor
an agreement was be h ) d pay 60 pfennigs per ton
of coel to belgium and 10 pfennigs to lrunce in cases where (under certain
conditions) collieries had to be closed down. On the question of the sub-
division of products and markets between coal and steel enterprises there
‘§§“ appears to have been a new development; not only is there to be a rusiriction
of the percentage of total production within the pool for each enterprise
. Yin crude steel and rolled products, but the sub-division may also cover
“Jspecific groups of products. ‘fhe Girman delegation had'pointed out the
difficulties of this provision and had indeced given a whole series of
examples where precarious marketing terms might arise for the producers.
These doubts have been transmitted to Herr Llliler in Paris.
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In the tariff sector, kr. Monnet still intends, over the heads of the
~ French ‘iron end steel. industry, to reduce the external tariff's of the pool
to the level of those of the Benelux countries, ‘¥e have had discussions
with our French -partners on this subject, &nd have extended their scope in
the light of the latest steel price and railway freight tariff increases:
we are attempting to obtain & settlement providing for tariff's lying half :
way between the Frenoh and Gerwan tariffs, as the external figure for the wholo

pools © On-the advice of kine Dir. leinhardt, we have proposed that thcre
should be a gertain co=relation in the first five years betwscen the lowering

of tariffs ampruv&—of—tmm Pro jectse This would allow the 2
German industiry w carry out effective wodernising of =

plant and ‘ther by_improvo our oompetitive power,

. .- .. Ve hay "?ﬁadeg a'turther propos-l that the German - French rates. should
. be oommutnd tm tho external tariff rate.of 'the puol on the following :

/In times of boom, France and Germany should deliver the import
requirements of the benelux countries on the basis of a period
reference to be worked out, taking into account the guantities

in-pm_nenods,

f S (b) Tho pripa coucession entailed on the German ‘side (abolition of dual

j pricing) would be compensated by the Benelux countries, who would

- ' ,  Rundertake to sccept appropriate quantities from Cermany and France

in both normal and slump periods. The Benelux countries would be
elecased from this obligation, to an extent to be agreed, if the pool
price should rise above the world price. T'he appropriate percentage
above the world price would have to be worked out in detail. The

world price would be fixed on an average basis over the whole range of
products delive:ed from countries outside the pool to the Ienelux
countries in normal or slump periodse.

Hallstein has gone t0 Faris again in order to discuss the ouistanding
questions, and we should procced on the premises that he is williing to
conclude the 1reaty us s.on as possiible.™

The Committee agrecd to tne proposed lines o1 action.



