
III 

Contents 
Page 

List of Tables VII 

List of Graphs XV 

List of Abbreviations and Acronyms XVII 

Acknowledgements . XIX 

Introduction . 1 

Chapter I: The ECSC Pricing Rules 4 

1. Legally Fixed Parameters of Pricing Behaviour ..... 4 

a. Open Delivered Prices 5 
b. Non-Discrimination and Alignment on ECSC Prices . . 7 
c. Alignment on Third-Country Import Prices 8 

2. The Assumption of Compliance 8 

3. Observable Action Parameters 9 

Chapter II: The Analytical Framework 12 

1. What Basing-Point Systems Can Do for Oligopolists ... 12 

a. The Control Function 13 
b. The Vent Function . 14 
c. The Defence Function 15 

2. What We Have to Explain 16 

3. Why Producers Prefer Alignment - If They Are Able to 
Align 17 

4. Why Producers Are Sometimes Unable to Sell by Align­
ment . . 21 

5. What Makes a Maverick a Maverick 23 

a. The Profitability of Cutting Base Prices 2 3 
b. PVC as a Function of the Elasticity of Demand 26 



IV 

Page 

c. PVC as a Function of Scope for Price Differentiation . . 26 
d. PVC as a Function of Repercussions in Other Markets 28 
e. Goodwill Building as an Alternative to Price Cutting . . 29 

6. Why Major Sellers are Reluctant to Defend Their 
Markets 3 1  

7. How Majors Might Finally Succeed in Mending the System 34 

a. Reduction of the Number of Decision Units 34 
b. Development of Cross-Boundary Links 3 5  

c. Enforcement of the Pricing Rules 36 

Chapter III: The Evidence on Prices 38 

1. Collusive and Competitive Elements of Pricing 38 

2. Scope for Alignment 40 

3. Variation of Relative Base Prices 47 

a. Evidence on Lowest National Base Prices 47 
b. Significance of Transport Costs 54 
c. Price Variability by National Groups 59 

4. Involuntary Price Restraint 62 

5. Aggressive Cutting of Base Prices 67 

a. Selection of a Subset of Observations . . 67 
b. Belgian Price Sequences, 1961-1968 72 
c. Lonely Mavericks, Advertising Effects, and 

Complimentary Price Cuts 80 
d. The Structure of the Belgian Steel Industry in 1966 . . 85 
e. Reflected Exports and Price Cutting 92 
f . Sidelines and Price Cutting 95 
g. Entry and Price Cutting 97 
h. Belgian Price Sequences, 1969-1975 102 

6. Defensive Cutting of Base Prices 106 

a. General Rebates as an Alternative to Alignment .... 106 
b. Defence against Illegal Price Cutting Ill 
c. Punitive Price Cutting - The Korf Case 113 
d. Defensive Relocation of Basing Points 116 



V 

Page 

7. Evidence on Alignment Sales and Other Deviations from 
List Prices 122 

a. Decision No. 9-67 122 
b. Sales by Mode of Pricing 123 
c. Types of Alignment Behaviour 128 
d. Price Differentiation between ECSC and Export 

Markets 131 

Chapter IV: The Evidence on Market Shares 137 

1. Market-Share Analysis of International Rivalry 137 

2. Instability of National Market Shares in the ECSC Steel 
Market 142 

a. The Prima Facie Evidence 142 
b. Variation by Product Categories 147 
c. Adjustment for Changes in Domestic Consumption. . . 150 

3. Trends in Interpénétration 153 

a. Interpénétration of National Markets 153 
b. Production Cost versus Price Variation Cost 160 
c. Interpénétration by Product Groups 164 
d. The Role of Steel Merchants 169 
e. The Penetration of the South German Market 1 7 4  

4. Variation of Market Shares in the Business Cycle .... 180 

a. Production Cost versus Price Variation Cost 180 
b. Cycle Indicators 182 
c. Cyclical Variation in Market Shares and ECSC 

Capacity Utilization 184 
d. Cyclical Variation in Market Shares Adjusted for 

Domestic Absorption 186 

5. Variation of Export Ratios and of Export Shares 1 9 5  

a. Exports as a Percentage of Total Shipments 1 9 5  

b. Shares of National Groups in ECSC Exports to Third 
Countries 201 

c. Implications of the German Group' s Move into Third-
Country Exports 204 



VI 

Page 

6. Variation of Capacity Utilization Rates 208 

a. Spurious Trends of Utilization Rates 208 
b. National Differences in Cyclical Variation of Utiliza­

tion Rates 211 
c. Do Differences in Capacity Utilization Reflect 

Differences of Market Behaviour? ........... 213 
d. Size Distribution and Vintage of ECSC Steel Plants . . 217 
e. Relative Labour Cost of National Steel Industries . . . 223 
f. Production Cost versus Price Variation Cost -

Tentative Conclusions 22 7 

7. Shares of National Groups in the ECSC Steelmaking 
Capacity 229 

a. Differential Rates of Capacity Expansion 229 
b. Reserve Capacity as a Form of Non-Price Competition 2 33 

Chapter V: The Policy Implications 239 

1. The Evidence on Policy Measures 2 39 

a. Policy Measures as Evidence for Lack of Spontaneous 
Coordination 239 

b. The Rationale of Partial Cartels 241 
c. Concentration and Specialization of Production . . . . 254 
d. The Scale of Oxygen Steel Plants: An International 

Comparison . . 262 
e. Joint Ventures and Coordination of Investment .... 272 
f . Concerted Output Restraint during Slump Periods: 

The 1975 Measures 276 
g. Restraint Agreements with Third Countries 2 85 

2. Is there a Need for Short-Run Stabilization? ....... 290 

a. Possible Reasons for Stabilization Policy ...... 290 
b. Optimal Peak and Off-Peak Pricing 292 
c. Voluntary and Involuntary Price Restraint during 

Boom Periods . 297 
d. Provision of Reserve Capacity and Other Non-Price 

Advantages 302 

3. Long-Run Consequences of Short-Run Stabilization . . . 305 

Appendix 309 

Bibliography 346 


