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3 1. Ministers last considered the position on the Schunan

31 Plan on the 28th July (J.F.C.(SO)QOth Meeting, Minute 2).
i Since then the Vorlking Party has kept in touch with
developments in Paris. These have not yet reached a
i definitive stage but the Working Party thought it desirable
% n to prepare an interim report summarising the present pocition.

ﬁ¢ No immediate decisions are callzed for from Ministers but the

2, Working T"arty considered that Departuents might like to bring
¥ (s the interim reporet to the attention of their Ministers.

3 BRN 2 This report covers [ (paragraphs 3-5) Outline of the

Tresent Qeneral Situation, II (paragraphs 6-18) Main Provisions

of the Plan in its latest form, ILI (paragraephs 19-22) Present

% Attitude of the Countries negotiating in Paris, IV (paragraphs

23 -30) Comparison between present Plan and United Kingdom drart
proposals - E.T.C.(50)20th Meeting. |

% 8 Qutline of Tresent General Situntion

! !
% B The original krench proposal, for placing the 'rench and

o German coal and steel industries under a common Higher

i J suthority within the framework of an organisation open to the
s, 5 participation of' the other countries of [urope, was published i
% Y on the 9th May, 1950. Technical negotiations began in Paris i
B | ;“ on the 20th June betwecen delegations of France, Germany, Italy, i
% Y Holland K Belgium and Luzemburg. The United Kingdom was unable |
-ii ° to accept in advance cthe princinle that the Higher Authority !

£ 3 S should b¢ supra national in character, and has taken no part ¥
X ;T in these ncgotiations.  The French authorities have from time \e.es!
=k \ to time provided the Uiited Kingdom with information about the

\ progress made. T

L. The outline of the long-term institutions and provisions
has reached a stuge at which a draft treaty is being prepared
on the basis of a memorandum of which the Y'rench Government
have given us a copy. Meanwhile negotiations are understood
still to be taking placc on the interim arrangements for the
period before cuctoms barricrs and quantitative restrictions
on coal and steel are removed within thc area to be covered

by the Flan and the long-term institutions and provisions come
into full opcration.

5. a8 . regards the timing of any negotiations with the Six e
Powers on Unitéd Kingdom asgociation with the High jSjuthardty,

Ministers dccided in the.seenomic polil ommittee on 28th July .
That Wo should enter into no commitment on United Kingdom e
Eoee 0 L1 whatever i national agrcenmern 0 d_in
Parls had been ratirlied by theg J'rench Jarliament. This

declsion did not rule ouUvU prior discusslon on the question of
association, and the I'oreign Secreteary agreed with a proposal

put to him by M. Schuman at the Hague on 1lst August that, if
duly invited, His Majesty's Government should enter into
consultation with the Six Powers, aftcer agrecment had been
reached between the experts in Paris but before the actual
signing of the proposed Treaty, with a view to seeing whether
some scheme of ascociation could be worked out. It has since
then been made clear to the I'rench that we should naturally

wish to have the text off the draft Treaty., and other relevant
documents, before being able to defince our own attitude. In

.
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accuiescing in this statement of the position, the .'rench h:
expressed the hope that, if the texts were presented to us
advance of their being formally approved by Governments, the
way might be lei't open tor us to propose gsuch minor adjustme
as could facilitate our association. Lt present thereiore
await agreement by the participant countries on the text of
draft Treaty. and an official invitation to comment upon it
before a decision can be taken on the timing and nature of
proposals to associate ourselves with the 'lan.

Al

II. Main Provisions of Plan in its Latest iform

iis Institutions

6. The proposal is still that there should be an independ
supra-national High Suthority with extensive (but at presen
in many respects ill-defined) powers over the operation of
coal and steel industries of the participating countries.
There is, however, now to be a Committee orf Ministers with
certain powers particularly on points aflecting national
economic policies. The general lay-out of the four main
institutions now provided for under the "lan is as follows:

The Hijgh Juthority. To he composed of betwecen six ar
nine members choseu for thelr general competence and
collectively appointed by, but independent of . Governments.
Decisions normally to be taken by simple majority. Precis
functions still under discussion, but in general to be the
main policy body. vor advice it may look to a consultativ
committee drawn from represcntatives of producers, consumer
and international organisations of workers, and to facilite
its contacts with the industries n number of regional
organisations arc to be established.

The Common fssembly. To bhe composed of between 30
and 80 nmenbers appointed by national parliaments. Decisic
normally to be talien by majority votc in public session.
only agreed function to be to. examine the annual report of
High .Authority which, if the report is censured by a majol
to be specified, will have to resign. (Certain delegatior
would grant additional functions, e.g. in regard to inerea:
in the number of the members of the High Authority, in resjy
of coneiliatory measures following important decisions of 1
Court of Justice.) ‘ )

The Council of Ministers. To be composed of ong Min
nominated b ember covernment. Mot yet decided by °
proce 5 decisions are to be taken; '"this depends on a

solution of problems concerning represcntation and of the
relative influencc within the institutions of participant
countries which cin only be reached ut the end of the
conversations".- The basic function to be to consult and
exchange inflormation with the High .,iwuthority and so to
facilitate co-ordination between "the general political
activities of the statcs on the one hand and the activitie
of the High .uthority on the othure". Certain special fun |

HOTE: The proposals vary the powers of the High .authority
according: tu defined circumstances between '"decis
(‘.jnic;h are binding in cevery respeet), "recommenda
(which are binding in ruspecet of the aims which t
set out 1

- ] /!

yut lLeave to the .’"‘.i.!jg icnt the choilce ol
and "opinicns" (which have wo Linding forece).




and powers in particular i'lclds have now been added, viz. to
give the High Authority a mandate to conduct commercial trceaty
negotiations with non-members, to medirfy group tarirfs againct
non-membcecrs, to co-ordinate group policy on quantitative
restrictions, to decide nllocation policy in time of shortage
and to authorise cxpenditure on modcrnisation excceding the
amount of levics ccollected. In the case of allocations and
tariff modirfications the suggestion is that the Council's
decision must be unaninmous. '

The Court of Justice. Composition and method of
anpointment not yc¢t dcecided. Its functions to be to engure
respect for "the letter and spirit ot the treaty" and to
guarantee the effective functioning of the other institutions.
It may be appealed to by member states, by the other three
iain institutions and by individual undertakings ot the member
states., There geemns to have been some differcence of opinion
es to whether the Court should be empowered to pronounce upon
the advisability of decisions by the iliigh ~uthority. This
idea has been recjected but it seems that the point behind the
idea may be covered by a provision in the treaty whereby an
obligation will be imposed on the High ..uthority "not to
provoke fund:unental and persistent disturbance with respect
to the balance of payments, the maintenance of national income
and the level of employment in each State", and that on this
basis a case could be laid before the Court.

B, Economic and Social "rovisions

7 The discussions in Paris have confirmed the original
objcetives proposed by the rench, viz. the task of the Iligh
Aauthority is to be "to contribute by all means at its disposal
to a policy of cconomic expansion, of full employment and

of raising the standard of living or the workers and to avoid
the dangers that might cuddenly imperil the continuation of
that policy. In particular it should:-

(a) | provide for coal end steel to be available on
exactly the came conditions on leaving each
o The diffcrent centres of production;

“ug

(b) see that the internal nceds of the member
countries and the development ol a common
export trade to other countries are satisfied
in the best economic conditions without
distinction or exclusion;

(¢) promote the modernisation of production and
the improvement of aquality;

(d) eliminate artificial factors which might distort
normnl conditions of competition;

(c) pursuc the equalisation, in a progressive s
of the living and working conditions orf 1
in the coal and steel industries;

[JiI‘it ’
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(r) take such transitional measures as may be
necessary in the execution of its task."
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Some measure of agreement has been reached on the permanent
provisions at (a) to (e) but the transitional measures referred
to at (f) seem to be giving difficulty and we do not know how
far the negotiations about them hove proiressed. The document
we have received deals with the permanent provisions under the
following heads: -

8. The Single Market and the Jrualisation and Reconversion ifunds

The intention is to createc a single market at a2 single step
with the shortest possible delay by anbolishing tariffs,
quantitative restrictions and other discriminatory practices
between members,. Dy the establishnent of a single market it
is hoped to bring about a position vhere the dirfferences between
the pricesof ceoal and steel produced in each of the member
countries will be no greater than the relevant transport costs.
¥rom earlie¢r documents received from the Jrench it appears that
in order to soften consequent hardships auring the transitional
period each country is to raise an equalisation tfund (in part
from levies on production and in part from Government subsidies)
to be used for the purpose of reducing the prices of high-cost
producers. These equalisation.funds are to taper off steadily

\

year by yvear so that within a reasonable periocd only the ef'ficient  §

producers will survive (although there will no doubt be special
exceptions to maintain productive capacity essential for deflence
PUrposes). If firms are unable to adant themselves to the
competition of the single market (i.e. have to close down or
change the nature of their business) the High ..uthority, on the
request of Governnents concerned, is to provide aid I'rom a \
"peconversion fund" (a) for compensating, temporarily maintaining,
re-housing and re-training dismisced workers, (b) establishing new
and economically sound industrics, in particular by the irms
which have been badly hit, and (05 subnjeet to certain conditions
(not yet agrecd upon) for compensating firms required to cease
production. Save in cxeegntional circumstances grants of such
non-repayable aid are to be conditional on the payment of an

¢qual contribution by the state concerncd. The High ;uthority's\

"preconversion fund" is to be raised primarily by levies on the
whole coal and steel production of the Jroup.

9. T'roduction

The High ‘;uthority is to superintend generhlly the supply of
coal, steel and raw materials, to contribute to increased
production and employment and to act in close co=-operation with
Governments. It is to drew up estimates of supply and demand,
seek to maintain general stability and promote such measurco
itself or by represcentations to governnents as may sScem necessary,
inecluding the possibility of regulating oproduction and the
forbidding of restrictive or discriminatory agreements in time
of over-production. Lfter exhausting indirect measures and
after appropriate consultations with' Governments, it would have
the right to establish obligatory producticn prograumes. In
the event of a serious shortage the High Authority will inforim
the Council of Ministers who will be responsible for remedial
action by unanimous decision. Pailing agreement tho High
Suthority will have power to impose allocations to mewber
countries.

.




10. Prices
The general aim is to be to kegp prices stable and as

low ai- is compatible with giving an adequate rceturn on capital
and maintalning adequate gupplies. Competition is to be
ensured "in the full degrece permitted by the cconomic situution
and "artificial practices’ and discrimination (by both producers
arrd buyers) arce to be climinated, Export prices are to be
"within limits which are uas equitable for the buyers as for the
producers", While the Iligh Authority is to kcep. .a closec watch
on price movemcnts and trends it is not clcar from the latest
document prceciscely what control it is to cxcercisce, In the
first placce it apparcntly intends, in collaboration with
Governmicnts, to try to control jriccs by indircct means (o.g. b
regulating the veolume of production or by stimalation of demand);
if thesc fail it may on its own initiative go on to fix maximun,
minimum or pilot vprices. MNon-discrinainatory price schedulcs
are to be published for cach region and buycrs within the Group
are to have frec choice of supplicr. This means that dual
pricing within thc Group will be abolishced and that the pricc

aid by a cousumcr will not be able to cicced the pricc of
supplics at the most convenient sourcce plus the cost of transport.
fPrice conventions between undertakings arce to boe subject to
supcrvision by the High futhority.

11l. Investment

The High ..uthority is from time to time to draw up for the
guidance of firms general directives on modepnigation,
orientation and exzpmnsion of production, and is to examine all
important ncw projeccts before they arc started. Iff it approves
orojeccts they will become eligible for financing by loans made
or guarantced by it, ascumed to be possible on favourable téerms;
it it »ronouncces wfavournably on projects, they will not be
eligible rfor financing in this way, and Governments may not
assist in financing them. These powers arc the sole basis of
the High Authority's control over new investment. It will not
have an absolute veto.

12. Commercial /,reéncnts

The High Authority is to ¢nsure that commercial agreements
entercd, into by member countries should not "upsct the conditions
of ccmpetition between them, both on the common market and ou
other markets". States: are to inrorm the High Authority ot any
propesed agrecment which coneerns coal mnd steel (and probably
raw matcrials and equipment) ond, if it considers the agreement
would conflict with the Treaty, it may addreebs "precommendatiouns"
to the state concerned.

13. -Wapes and Labour Conditions

Q

The general aim is laid down as being to avoid the use

O viare rec fans a3 o mneans of' ceonomic sdjustment or
competition, to avold +ll form: ol competition bnsed on the
exploitation ot luuour and to cnsure to workers the hipghest
standard of liviug compntible with the ecounumic cquilibrium
0of the countries couccried. General adjucstments ol wage
rates in &« couittry are not precluded; the intentinn is that

Lirm should nut Le wllowed to esenpé the cunscyuences ol




legitimate comdetition t'ounded on supcrior productivity by
depreszing the standard of life of the workers it employs.
The iiigh Juthority is to have power to addrcss "recommendationg"
to rirms or governments vhere viages are low and may <qualise '
competitive conditions by imposing a levy on the low wage I'irms.

14. Discriminatory Lractices

Similarly the Hizh Suthority may, in order to equalise
competitive conditions, imposc a levy on firms which benerfit
by the existence of discriminatory conditions.

15. Tariffs betwveen the Group and Non-licmbers

In order that group mcmbers may obtain their supplies of
coal and steel at lowest prices,; the group policy towards non-
members is to be non-protectionist and should c¢nable firms
‘outeide the prroup who are able to ofrer better terms than r'irms
in the group to continuc to trade, though the Group may be
protected to the extent that costs are inflatcd by levies and
expenses resulting from the activities of the High authority.

A decision is to he taken by the Council of Ministers as to the
level of protection requirced by the Group as a whole and group
tariffs harmonigscd in cuch o way that stecl entering a low
tariff country (c.i. Senelux) could uot then proceed to a hiygh
tariff area (e.g. 'rance) to undcrscll cither local l'rench
steel, or Qerman steel arriving in 'ronce. It is rccognised
that it will be neccessary, after the treaty has been concluded,
to scelk approval from the General ..greement on Tarilfs and
Trade (G....T.T.) and to enter into ncgotiations with non-member
countries. '

16. oOuantitative Restrictions between the Group and Non-lembers

The intcntion is that each country shall maintain intact
its import licensing arrangements but shall cxercise them under
the¢ dircetions or the ligh .sathority, which ar'ter cxamination
with the Council or Ministers, will negotiate with non-member
countries and with G....T.T. on behalf or the Group. Auota
policy is to be "as libcral as possible, taking into account
for each country the position of its balnance of payments and
its commercial policy".

17. Dependent Overscas Territories

The intention it that preforential measurcs enjoyed by
member countries in its D.0.T's shall be extended to all member
countries, but the products of D.0.T's are not to be cubmitted
to \thes jurisdiction of the High :suthority.

18.  Derfinition of Coal and Steel

It is proposcd (subject to certain reservations by various
delegations) that the Pl:an should cover not only coal, coke and
the main types of stecl (erude,semis, hot and cold Tinished)
but also »ig and roundry iron,; spieiel, Toerro-inangenese, iron
ore, ferrous scrap and minganese ore.
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ITI. PRESENT ATTITUDE OF COUNTRIES ITEGOTIALTING IN P.ARIS

19, It is evident that a number or obstacles to reaching
agreement in Paris have yet to be overcome, and indeed that
economic (as opposed to political) difficulties have slowed

up progress over recent weeks. This opplies in particulsar

to questions of production and price-fixing policy,

more especially in the interim period before the single

market for coal and steel becomes fully operative. ~B

was to be cexpucted, these difriculties come mainly from the s
German side. In Germany thc¢ £lan was originally welcomed

on political grounds because it was felt (even by the Ruhr
industrialists who were from the outset aware of the technical
disadvantages of the Plan) that it ofTered the best promise

of shaking off existing controls «nd of restoring Germany

to a position of equality in “estern Burope. Whatever the
effect of more rececnt events, notubly the need for rearmament,
on the Schuman negotiations, it scems that purely economic
considerations arc beginning to loom larger in thé view of

the Germen delcgotion as a whole (not merely the industrial
s experts). German objections are directed primarily against
the French proposals for an elaborate scheme of "equalisation"

in the interim period, which is aimed at facilitating the l
transition to a single market, and at protecting weaker s
industries against those in a stronger competitive position, |\l
and which entails, in efflect, the subsidisation by the more ,S-A‘
efficient German coal and stecl industries of the less T
efficient industrics of other participating countries.

These French proposals are being resisted in toto by the
« German, Deleggation, and it is at present uncertain how the
problem will be solved, if indeed it is solved at all at

.the present stage of the Paris negotiationse. Linked with
the equalisation problem is that of the¢ high price of
Belgian coal. The German Delegation have insisted that
this problem should be treated specially and separately and
should not be allowed to detecrnine the basic price structure
-0f the whole¢ Group: =and it appvecrs that this view has now
won general acceptance. There are likewise misgivings in
Germany about the desire of the French to capture the Soyth
German markect for steel, and the readjustment that would be
involved if the Ruhr had to switeh its purchases of iron ore |
from Sweden to Lorraine. At the same time, whilst no
attempt is being made to disguise¢ German pre-occupation up !
to the highest level with some of the ecconomic aspects ‘ :
of the Plan, official spokesmen like the Chancellor, |
Dr. Adenauer, and the Hecd of the German Delegation in Paris

Dr. Hallstein, have been at pains to emphasise Germapy's

continuing desire for the success of the Paris negotiations.

What con be said with some definitencss is that the Federal
Government will have to take due account of the views of

German industrialists on the economic issues still in dispute.

20. If the Germans have latcly concentrated on the economic
rather than the political aspcets of' the Schuman Plan, the
Prench Government has given fresh proof of the overriding
political cignificance which it sces in the Plan by making it
rceccent proposal for a unificd Europuon armcd force, with Germun
participation, dependent on tiac prior conclusion ol the Paric
negotiations., (It is undcrotood that whon . Pleven made this
proposal in his speech of 24th October, he had in mind the
initialling of the draft trcaty by the Delegations in Paris

and not its ratification by Governments), It is dirficult at

the prescnt stage to Jjudge how Tar the French arce likely to
insist on this condition but it is one Lfeature o' the Pleven
proposals which has boon jarticulurly criticiscd in Germany oo

o e aisy ol - - - - o - a1 .
Cront to German nrestire.
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Whether there is anything morc substantial in this criticiosm
and whether it will bu usced by the Gemons as a vargaining
counter to sccurc the acceepbance of Couw o tacir c¢conomic
demands in Faris rcmainos to bec 8Geil.

21, Italy, like Bolpium, is also fucced with 4 problcm by rcason
of thc very high costs of her steel wroduction, and her poor

inatural rosourccs; and some foria of spociul protoction for tic

Ttulian stecl industry mnay have to ho sought. Onc point on which
the Italians lay special stress is that the iron ore production
ol Frcench North africa chould be brought within the scope of the
single market, sincc acsurcd and cheap supplics Lrom this sourcc
arc vital to their stecl industry. So f'ar, howcver, the Fronch
have resisted thic dcuand, on the ground that, =28 o goneral
principle, importc from dependent overscus territorics should
not be covercd by the Plan.

22, Despite these difficulties (which concern maeinly the
interim period rather than the long term arrangements under
the Schuman Plan), the French cppear still to be

optimistic as to thu likelihood of ugrecment being reached,

-and a Treaty signed, in the ncar futurc.

IV. COMPARISON DETWLEN PRESEZNT PLAN AND UNITED KINGDOM

DRAFT PROPOSLLS - T o
23. On the 28th July, sMinistcrs approved draft proposals for
co—-ordinating thce coal and steel industrics of Western
Europe on-lines on which the United Kingdom might participatcs
These proposals have not, ror the rcasons given in
paeragraph 5, been put to the S8ix Powers, but we have made
4 comparison between the present "Paris Plan" as swamarised
in paragraphs 6 to 18 anbove, and the esscential features of
the "British Plan".

2L, The explicit guncral economic objccetives of both are,
and alweys have bcen, the same. The "British Plan" puts
them tersely: "to stimulate the demand for coal and stecl
and gonerally to contribute to a palicy of cconomic
expansion of full employment and of raising the standards

of living of the workers in the coal and stecl industries of
Europe." -

25« The institutional framework or the "Paris Plan" has
moved to some extend from the oripginal conception towards

the British plan. The communique of the 9th May provided
primerily for an ~uthority, together with what were
cryptically callced "appropriate muasures..ss for mcans of
appeal" against its dccisions. In the French working
document of June this was cxpanded to consist of an
Authority, © Coiraon .sserbly of a Parliamentary kind, and

an "ad hoc sbritration Court". These threc remain in the
latest version, the third now becoming & "Court of Justice",
but there has been odded a Council orf Ministcrs. In the
British Plan such a Council wuas of coursc the key body
controlling the .uatuority, cnd the Court and Parliament

werc omitted. But the Paris schome still givesthe suthority
the fincl power subjcet only (&) to the Common ~sscribly which
can dismiss its members by o mojority vote, and (b) to appeal
to the Court of custice which would cvxplicitly have to

deal not only vith the letter and the spirit of' the

Treaty but alse with cases in which the .suthority's decisions
could be represcnted s provokins rundamental ond persistent

disturb:nces 0 the "balance orf pryments, the maintanonco
of the national rovenue nnd thoe lovel of employment!" in any
Statce The Zouncit of Ministers would in the Paris Plan
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26, Both schemes envisage as a necessory means of carrying

out the general econoinic objectives the cventual crcction

of a single market within the frontiers of the member

countries, free rfrom tarif'fs snd quantitative restrictions.

The Paris Plan provides for this to be crunted at one blow

at the time o the Plen's adoption, the adjustments necessary

being made throuch (o) transitional arrangements with levies

and quotas limited in duration, and (b) reconversion funds

of a permanent natucc. The British Plan provided for its creation
by stages to be decided by the Executive Council, tariffs ‘
and quantitative restrictions being eliminated pari passu =
with the graducl removal of existing subsidies, discriminatory
practices etc. The distinction between the two approaches

is one of technigue rether than of cbiszctive. In both

schemes States cre left with the permancnt power of restricting
imports in the cose of balance of payments difficulticse

The French proposal for a single previously-agreced scheme to

govern practically the whole of the complex transition

froia the present state of the two industrics to the single

market hag the potential attrections of clarity, speed and

finality: but the practical problems are so great that they

heve so far f'ailed cntirely to produce c¢ven a comprehensible

sketch of how it would worke

27+ In regard to the control of output and prices, in both
plans the suthority is charged with making reviews and
forecasts, cncouraging reseurch and so on, but both go

beyond this. In the roris Plan the .uthority may fix
production programnes o¢nd prices, but only (i{ after consulta-—
tion with Governments (presumubly in the Ministerial Council),
regional groups, ccnsultative cormittces etc., and (ii) failing
indirect and persuasive methods, and (iii) subject to the
liberal objectives of the' whole schene. In the British Plan
the cxecution of these powers rests with Governments acting
after the authority has failed to reach voluntary agrecments
along lines approved by the Ministerial Council. It is

also provided in the Prris scheme that the Juthority can,
failing unanimous azgrecment in the Ministerial Council,
impose international allocations, leaving internal allocations
to individual Governinentse. In the British schenie all
authority in this matter is left by implication to the :
Council, so that failing unanimity presunably no action could
be taken.

28, 1In both schemes the asuthority is empowered to obtain,
and required to state its views on, investment plans. But
in neither has it & veto on new investmente. The Paris Plan,
however, provides (a) that projucts not approved must not

benefit from financing fucilities granted by Governments and

(b) that approved projccts may be helped by direct loans or
guarantecs from the suthority.

29, Both the British and the Paris Plans provide the authority
with a veto over privete agrecmcnts betwecn producers. The
British qualifics this by giving the dinisterial Council

power to rcinstate them, though the rule or unanimity presumably
implics that this would not often happen.




30, The Paris Plan is so obscure and unf'inished in 1its
treatment of overseas trade that it is difficult to tell
whether there is anything left of the original French
proposal for the "devclopment in common of cxport to other
countriecs". It. is also not evident from the present texts
whether import policy from the rest of the world will be
protectionist: it is e¢nvisaged that teriffs should be low,
but that there should be provision against dunpinges The
Authority is also empowered to recommend the amendment of
trade agreements contrary to the articles or the Treaty,
and to give opinion on any trade agreement affecting coal
and steels The British Plan excluded prices of exports
from a member country to non-member countries and
individual trade agrcements with member countrics from »
the Juthority's supervisione.

Cabinet QOffice, S.W.l.
7TH NOVEMBER, 1950.



