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2.

3.

» CHAPTER I
INTRODUCTION
1. This memorandum examines the finencial aid awarded to the coal industry

by the Member States in 1979 from the point of view of its compatibility
with the provisions of Commission Decision No. 528/76/ECSC (1) and with the

proper functioning of the common market.

‘The 1979 memorandum follows the same pattern as that of the previous year.

The main section is devoted to the economic and financial problems of

. undertakings and to the competitive situation on the coal market. The

compatibility of aids to current production with the proper warking of
the common market pursuant to Article 3{1) of Decision No. 528/76 is
examined on the basis of these data. The annex describes individual measures

and their compatib111ty with the other provisions of Decision No. 528/76.

Under Article 2 of Decision No. 528/76, the Commission received information
regarding aid measures for 1978 from the Governments of the following Member
States:

the German Government,
in a letter dated 13 December 1978

" — the French Government,

in letters dated 2 July 1979
9 Pebruary 1980

* — the British Government,

" in letters dated 19 March 1979
16 January 1980

— the Netherlands Government,
in a letter dated 23 August 1979

— the Luxembourg Govermment,
in a 1e§ter dated 1 August 1979

(1) Official Journal of the European Communities FNo. L63 of 11 March 1976 p.1.
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~ the Danish Government,

- in a leeter dated 17 January 1979

~ the Belgian Gowernment,
in a letter dated 31 May 1979

Where the Commission obtained knowledge from the reports of Member States
Governments of economic facts which are covered by the obligation of pro-
fessional secrecy as set out in Article 47 of the ECSC Treaty, these were

not included in this memorandum.

In calculating the amount of aid.per tonne for 1978, the following output

was used as a basis (million of tonnes, t=t):

Germany 93.3
France 18.6
United Kingdom 120.6
Belgium 6.1

TOTAL 238.6

For converting the aid amounts expressed in national currencies into
European units of account, the following exchange rates were used:

(annual average for 1979)

1 EUA = 2,51 DM

= 5.83 FF
= 0,JO&

= 40,00 Bfrs

There has been a delay in submitting this Memorandum to the Council.

In the Uhifed Kingdom a new Government came in in 1979 and this delayed

negotiations on aids for the 1979/80 coal year with the NCB. The French
Government was unable to submit its figures befofe February 1980 as the

original aids had to be increased and the budget therefore had to be

revised upwards.

vefee
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CHAPTER II

The situation on the common market for coal in 1979 and the trends

in financial aid to the coal -industry

The situation on the common market in coal

This memorandum deals only with the most significant details of coal market
developments, specifically thos which are of importance for the granting of
aids and the competitive situation. The figures given refer partly to

estimates and partly those final results already available for 1979.

In 1979, total demand for coal increased by about 7.4% over the 1978 level -

an increase of roughly 20 million t. There have been certain changes in

the demand structure, the call for power station and coking coal in particular

increasing by approximately 8.9% and demand for domestic coal dropping
slightly. Consumption of jindustrial coal has stabilized. Changes in demand
are running almost in parallel in all Community countries and are related

to the difficulties experienced in the steel indusiry (coking coal) and the
risihg overall consumption of electricity, to meet which there is likely to

be increased generation of electiricity using steam coal.
The rise in demand was met from various sources.

From the final statistics already available it is clear that coal importis
from non-member countries were 11 million t higher in 1979 than in 1978.
Demand for Community coal also picked up, with the result that production

rose by 0.5 million t and it was possible to run down coal and coke stocks

by 14.3 million t.

eofee
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In spite of the improvement in the volume of sales, Community coal

production in 1979 ﬁaé under competitive pressure from imported coal

although, as a result of OPEC price rises, competitive pressure from oil

was reduced. Commun{ty coal producers will be unable to stand up to

this pressure on their own. This means that aids will be necessary to
strengthen the capacity of Community coal to compete and to maintain Community
coal production. This is in the interests of the Community's long-~term plans

for maintaining levels of Community production.

Although some Community coal producers raised their‘prices in 1979 to keep
up with the cost trend, there is no mistsking the fact that it is very
difficult to obtain acceptance for such increases in the market. Earnings
per tonne rose very‘slighxly with al} that this implies for the financial
situation of the mining companies‘(faiure to0 cover costs). ~For all the
general difficulties to obtaining acceptance for increases in the pfioes

of Community coal, two exceptions must be noted;

- The competitivity of British coal is better than that of other producers;

‘= Under the provisions of the 3rd electricity-from-coal law, Community coal
can be sold to German power stations at cost-covering prices, an arrangement
from which the Germaﬁ coal industry profits most. The additional costs
borne by the power stations are offset from a fund maintained by a levy on

electricity consumption.

However, it is to be noted that prices on the Community steam coal market are

increasingly determined by the supply situation on the world market.
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Polish and South African steam coal is being offered at prices of #35 to
#40/t cif Europe. These prices are far below the corresponding prices for
heating o0il or natural gas. The Community coal- indusiry is faced with the
problem of aligning its own prices on the low prices for imported steam

coal.

Prices on the coking coal market started moving slightly. The Commission has
found that an average price of #64.50/t was being paid for deliveries under
long-term contracts from the USA and Australia, in the first half of 1979

and $66.00 in the second half. Short—term contract quantities are being put
on the market at a price of #55/t.

Prices for domestic coal are also under some pressure. The supply of
Community anthracite is on the decrease, because it is no longer profitable
to mine it, while imported anthracite — primarily from the Soviet Union -
is offered so cheap, particularly in the Benelux states, that it is able to
compete with light fuel oil and natural gas.

Generally speaking it amy be said that in 1979 the Community coal market
expanded relatively firmly as far as volﬁme is concerned and prices rose
gradually. As regards Cémmunity coal, it should be noted that not only
prices but also changes in currency parities exert a decisive influence on
the competitive situation, since the prices of this imported energy carrier

are calculated in US dollars.

The financial situation of the coal indusiry in the Community

In view of the comﬁetitive gituation on the Community coal market described
above, the mining undertakings were unable in 1979 to increase earnings per
tonne in line with the increase in production costs. These continued to rise
in 1979 but the increase in individual countries varied with individual
conditions. It was due mainly to the discrepancy befween the rise in output
per manshift and in wages and to the overall effects of inflation. The
average increase in output per manshift for the Community was a mere 1.2%.
Average wage increases for 1979 ~ however much they varied from country to

country - were well above the increase in ouiput per manshift and, in

o]
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view of the high labour-cost-intensity of coal mining (60% of the total -
production costs are labout costs), the increase in labour costs certainly
gffected overall output. It is not yet possible to give exact figures for .
production costs and returns for 1979 as closed accounts for the mines are
not yet available for all quarters. In general, though, the financial
position of the undertakings is worse than in 1979. As a result there was a

further incfease in aids in 1979.

In 1978 the returns from coal sales only partially covered production costs.

Table A
Production costs( )and returns of Community coal mines in 1978
(EWA/t $=t)
Production Costs Returns ‘Differencq
Germany C61,- 55— - 6,-
Belgium - 84,~ 444~ -~ 40,-
France - 62,- B,- - - 24,
Britain (2) 40,~ 3, - 6,-

(1) P2 costs, including capital service and depreciations; rounded-off
figures
(2) Including opencast mining

3. The trends in financial aids by the Member States to the coal industry in 1979
Aids granted under Articles 4 and 5 of Decision No. 528/76 are compatible

with the common market, prov1ded they do not exceed certain limits. Aide under
Article 4 are for social security benefits and those under Article 5 to help
cover inherited'liabilities. The relevant explanations are to be found in

the Annex on pages A1 to A7. From these it can be seen that permissible aid

limits were not exceeded.
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The figures are in Table 1 of the Annex, they show that, in comparison with
1978, there were some increases. As regards social measures within the
meaning of Article 4, the increases (+ 6.6%) are mainly the result of the
constantly deteriorating ratio between the total number of men employed and
those receiving unemployment benefits. The rise in the cost of covering
inherited liabilities within the meaning of Article 5 (+ 4.1%) is partly

the result of further pit closures because of rationalization and partly of
increased prices and costs in some categories of jnherited liabilities (costs
for closﬁres, water supply and disposal of waste water, pensions, concession-

 ary coal, etc.).

Aids to current production are thoée direct and indirect measures which
are defined in Articles 7 to 12 of Decision No. 528/76 and which provide the
Details of

criteria in judging the proper functioning of the common market.
these measures and what they cost are available in the Annex (page A7 onward
or Table 2).

Table B below provides an overall view of the trends in aids envisaged in

1979 vis-a-vis 1978.

Table B
Total sums Amounts per tonne
million KUA EUA
1977 1978 1977 1978
Germany 907.3 1 023.5 10,07 10,98
Belgium 240.6 296.8 36.46 48.65
France 478.1 47703 24.39 25 066
Britain 189.7 279.2 1.56 2.3
Community 1 815.7 2 076.8 T.63 8.70
of the total sums the following were
allocated to:
-~ direct measures 32.4 34.9 0.14 0.15
-~ aids to coking coal 599.0 735.8 2,52 3.08
~ indirect measures 1 184.3 1 306.1 4.98 547
breakdown: Art. 7 (Investments) 318.2 337.6 1.34 1.41
Art. 8 (Persomnel) 45.2 48,8 0.19 0.20
Art. 9 (Stocks) 5642 19.1 0.24 0.08
Art. 10 gstrategic reserves ) 42,2 48.4 0.18 0.20
Art. 11 (Power station coal) 39.5 13.7 0.17 0.06
Art. 12 (Loss coverage) 683.0 838.5 2.87 3.51
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%

The figures in the preéeding table show that the aids per tonne of output

in 1979 will change as follows vis-d~vis 19783 ‘
. . . Absolute increase

Germany + 9.0% + 0.91 EUA/%
Belgium + 33.4% + 12.19 EUA/t
France + 5.2% ~ + 1.27 EUA/t
Britain + 48.1% » + 0.75 EUA/t

) Higher'aids‘are needed in all countries although the extent of the increases
differs from one country to the next. Relative to the absolute increase
per tonne, aid increases are lowest in the United Kingdom and highest

in Belgium.

Generally Speaking; the average incfeaseiin aid per tonne in the Cbmmunity
in 1979 (+14% as compared with 1978) was considerably lower than in 1978
(+ 75% as compared with 1977). This means that there has been some '

_improvement in spite of the increase in aids in 1979.

It should be pointed out at this ﬁoint that while the sume of 10.98 EUA per
tonne for Germany iﬁ this‘international comparison following the provisions
- of Decision No. 528/76 is correct statistically and according to the
definition, it has only a limited validity for a substantial comparisbn
with the other Community countries. This is due to the third electricity-
from—-coal law, which‘lays down that Germari power stations must buy steam
coal from the coal industry at break-even prices. The additiorial cost
incurred by the electricity»compénies by using coal instead of oil if offset
by increasing electricity prices. In 1979, this offset levy will amount
to some 2.4 thousand million DM (10.25 EUA per tonme of coal output ).

This sum is not included in the list of aids, since it is not a state aid.

eof oo
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The information contained in Chapter IT of the Armex (see page A7) shows that
the financial measures planned by the Member States for 1979 are compatible
with the criteria set out in Articles 7 to 12 of Decision No. 528/76.
However, it is necessary that all aids be examined for compatibility with
the proper functioning of the common market as set out in Article 3(1)

of Decision No. 528/76.

Compatibility of the financial measures planned for 1979 with the proper

functioning of the common market

a) General points of view

a.1) The amounts of aid per tornme for 1979 cited in Table B on page 7 show
that the British amount is very small and that there is a large gap
particularly between it and those granted by Belgium and Francej the
Cerman amount lies roughly in the middle. This difference in amount is
not to be regarded as indicating a distortion of the competition bewteen
coal producers. Essentially, the common market in coal consists of
national markets which are hardly subject to competition from seyeral
Community producers. There are only a few so-called contested areas
in which several producers offer their products at the same time, but
the quantities of coal sold in these areas are relatively small,
accounting for only about 2% of output. Alignment by Community producers
on the prices of other Community producers applies only to 1.4 million
tommes (0.2% of Community output) in 1978. In view of this, it may
be assumed that competition will not be disrupted by 1979 because of the

differences in the amount of aid granted.

a.2) Supplies of coal and coke to the Community in 1979 were at all times

assured. Pit closures envisaged in 1979 as part of rationalisation

eof oo
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measures had no effect on supplies. The large pitheat stocks and
current production allowed the rising demand to be met. It is therefore

clear that aids did not jeopardize supplies in 1979.

2.3) According to results so far available, there was a slight drop in
intrapCommunity coal tradihé. The total for 1979 was sone 17.7 miilion t.
it is clear that supplies from the Federal Republic of Germany in
particuiar,are decreasing; this is because new markets for German coal
‘have been found in Germény and this has led to higher earnings than

would have been possible from exports to other Community countries.

Table C
Coal deliveries to ofher Community countries 1 000 ¢
Q :
Germany Belgium France  Britain Total
1978 15 957 299 393 2 214 18 793
1979 14 550 245 485 2 410 17 690

Most deliveries of CGerman coal to other Community countries (15.6%
of production) are deliver%es of coking coal. ‘Beéause of the specific
usge to which this coal is put the real competitive problems are not -
between Community producers, but in felation 1o coking coal imported

into the Community from non-member stéies.

Belgian coal traded within the Community (4% of production) is sold in
France and Germany for steam-raisihg and for domesfic heating. The
amounts are small and have to compete with coal imported from non~-Communi ty

countries.

-
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French deliveries to other Community countries (2.6% of production)
chiefly involve steam coal supplied to the south German market by the

Lorraine coalfield.

United Kingdom deliveries to other Community countries (2% of production)
involve steam coal sold mainly to the Federal Republic of Germany, Belgium,
France and the Netherlands. In the light of overall British production,
these exports are relatively small and, in view of the size of pithead
stocks, it might well be asked why this relatively cheap coal has not
become more firmly established on the continental market. This is due

to the competition from coal imported from non-Community countries : prices
for South African, Australian and US steam coal, cif Europe, were #35-40/t.
Power stations in other Community countries would demand that British
prices be brought down to that level, but the British producer is not
always prepared to do this. Contracts or esales are therefore relatively

rare.

Generally speaking, the conclusion can be drawn that aid measures have

1ittle influence on intra-Community trade.

Output was further rationalized in 1979. Two unprofitable pits‘in the
French coalfields, Nord/Pas—de—Calais and Centre-Midi, were closed, the
pace of the closures being 80 arranged that regional and social problems
will be avoided; +the same applies to the closure of a pit in Belgium's
Southern coalfield. For reasons of raxioﬁalizaxion, five pits were closed

in Britain and two in Germany.

In 1979, the Government of the Federal Republic is granting investment aids

to facilitate modernization of pits.

The aim of all aids and closures is to rationalize coal production in

the Community, remove the burden of unprofitable installations, and maintain

the competitivity of those pits gselected to ensure future supplies.

e

)
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b) Particular aspects affecting the trends in coal prices

b.1) Changes in coal prices in a number of selected Community coglfields can
be seen from the following table: '

~Table D
Trend in coal list prices

(in national currency per tonne)
! ! \ \

Steam Coal Coking Coal
Date: 1.1.1979 15.1.1980 1.1.1979 15.1.1980

Germany
RAG DM 175,- 185,~ 179, 187,-
Saarbergwerke DM 193.~ 204 ,~ 194.50 204 ,~
Aachen DM - - 188'~ 197,_
Belgium Bfrs 2 450,- 2 850,- 2 500,- 2 650,
France
Nord/Pas—de~Calais FF - - 340,-~ 340,-
Lorraine Nuts 2 FF 294 ,~ 395,- _

Nuts 5 FF 259,— 381.- 321,- 385,
Britain
North Yorkshire . ‘

Nuts 2 £ 27.60 34.30

Nuts 5 £ 25,30 32,00 29.80 35.40

As the table shows, coal prices rose almost everywhere between the
beginning of 1979 and the beginning of 1980 but it did not always

prove possible to gain acceptance for these prices in the market.

b.2) As provided for by the third electricity-from-coal law, German steam
coal prices are linked to the production costs of the mining industry;
i.e. prices are relatively high. There are no indirect aids to power

stations.

/e
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The prices for German coking coal given in the table are listed prices.
The prices actually charged are sligned on prices for imported coking coal

so that there are no indirect aids to industrial consumers.

b.3) There were no problems in 1979 as regards British prices for steam or
coking coalj prices are such as to be unlikely to lead to indirect aids

to industrial consumers.

b.4) French steam coal is sold at prices aligned 6n a composite price formed from
the relatively low price for imported non-Community steam coal and the price
of fuel oil. This does not have the effect of causing indirect aids to
industrial coal consumers. The same applies to coking coal prices, which

are the same as those for imported coking coal.

b.5) As provided for by Belgium's energy price pool, the prices of Belgian steam
coal are based on those of rival fuels. This does not have the effect of
indirect aids to jndustrial coal consumers. Nor do the prices of coking

coal constitute indirect aids to the Belgian steel industry.

) Conclusions about the proper functioning of the common market

On the basis of the preceding facts, the Commission has some to the conclusion
that fhere was no disruption of the proper functioning of the common market in 1979

by either steam coal or coking coal prices.

eof oo
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CHAPTER III

*gonclusions
The Commission examined the compatibility of the measufes envisaged for
1979 with the provisions of Decision No. 52&/76 in each Member State

and came to the conclusion that the aids for current production envisaged
by the Member States in 1979 are compatible with the provisions of
Decision No, 528/76.

" Although there has been a welcome upturn in volume turnover, the general
 situation as regards competition in the Community coal market has deteriorated
bringing with it a deterioration in the financial results of Community mining
undertakings. Rising production costs, the effect of changes in exchange
rates and other factors meant higher operating losses than in the previous
year. The result is that the amount of aid to be granted for current
produétion in the Community has risen from 1 815.7 million EUA (1978) to

2 076.8 million EUA in 1979; the Community average of aid per tomne of
production rose from 7.63 to 8.70 EUA. The differences between the aid

sums granted by the coal-producing Member States have increased.

Finally, the Commission emphasises that the aids of the Member States
" serve not only to solve national problems of energy supply and employment
but also help to guarantee the stabilization of coal production with the

intention of furthering the security of the Community's energy supplies.
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ANNEX

Survey of financial aid awarded by the Member States
to the coal industry in 1979

Examination of the compatibility of the measures envisaged
with the provisions of Decision No. 528/76

Tables
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Aids not related to current production

These aids are related to social measures and the covering of inherited

liabilities deriving from earlier pit closures.

A.

A1)

Description and assessment of financial measures in the social security

field

Article 4 of Decision No. 528/76/ECSC states that contributions by Member
States to the financing of social security benefits shall be considered
compatible with the common market, provided that, for undertakings in the
codl mining industry, they bring the ratio between the burden per miner in
employmént and the benefits per person in receipt of benefit into line

with the correspoﬁding ratio in other sectors.

The following section is concerned solely with the amount of financial
aid given in the social sector and, where appropriate , with cases where
the limits set out in Article 4 of Decision No. 528/76/ECSC have been

exceeded,

.GERMANY, FRANCE, BELGIUM

In Germany DM7 868 million are envisaged in 1979 to cover the deficit in

the surviving dependents pension scheme of the mining industry as a whole,

some 80% ~ DM6 294 million — of which goes to the coal industfy.

Information provided by the French Government shows that state aid to the

French coal industry in the social sector in 1979 will amount to

FF 7 007.6 million. The following table gives detéils:


User
Rectangle


Af2

Expenditure

AASOurce (in million FF) Purpose
State 3 643.0 Disability and old-a, ensions insurance
Regular contribution amounting to 22% of
wages subject to contribution, and additional
. State adjustment ’
282::;1 "389.0 Disability and old-age pensions insurance
y Regular contribution to cover part of
mexceptional expenditure® (amount fixed by law)
General 1 060.0 Insurance against industrial accidents and
¥ occupational diseases
Regular repayment of inherited liabilities
geZizzl 739.0 Sickness insurance
¥y : , Treatment benefits
State 687.6 Disability and old-age pensions insurance
"Exceptional expenditure" in coal mining industry
within the meaning of Article 4 of Decision No.
528/76 ‘ :
General ' FA . ' . .
aystem 489.0 Supplementary scheme: worker's retirement p¢n51ons
TOTAL 7 007.6

State contribution to the financing of social security benefits for the
Belgian mining industry may be estimated at Bfrs. 25 142.6 million for
1979. The following table gives details

Source

Amount of -State
subsidies

Purpose

State
State

State

State

10 961.0 (1)
1 956.8

4 513.4

7 T711.4

Old-age pension and insurance of surviving
dependants
Regular statutory contribution

Old—age pension and insurance of surviving
dependants
Contribution to cover the deficit

Disability pensions insurance
Disability pensions

Occupational diseases
55% of the expenditure arising from miner's
pneumoconiosis - ’

TOTAL

25 142.6

- (1) Commission estimate
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A.2)

A.3)

A/3

Caiculations by,fhe Commission reveal that Germany, France and Belgium

. have not exceeded the limits set in Article 4 of Decision No. 528/76:

- In Germany the undertakings' actual welfare expenditure is DM 299 million
(8.0%) higher than the normal expenditure defined in Article 4.

- In France the State subsidy to Charbonnages de France (FF 687.6 million)

causes actual social expenditure and normal expenditure to coincide.

- In Belgium the undertakings' actual social expenditure is Bfrs 290.6
million higher than the normal expenditure defined in Article 4.

BRITAIN

Apart from the general social security system -~ into which the coal
industry is integrated ~ almost all branéhes of industry in Britain have
insurance systems of their own‘from which pensions are paid to retired
workers., The‘Britiéh coal industry also has such a supplementary System
in the form of a pensions fund, into which the British Government will
pay £36.5 million in the 1979/80 coal marketing year. However, this

sum is only to balance outvthe ratio between working and reiired miners,
so that the limits set out in Article 4 of Dgcision No. 528/76 are not

exceeded.

Summary of financial measures in the social security sector

As Table 1 in the Armex reveals, State intervention in the social security
sector of the coal industry in 1979 - will be 6.6% higher than in 1978 and
will total 4 390.4 million EUA,

oof o
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B, Description and assessment of the financial measures to cover inherited
liabilities '
Pursuant to Article 5 of Decision 528/76 measures taken by Member States
to assist the undertakings to cover the costs arising from pit closures
which are not related to current production and the sale of coal shall
be compatible with the common market provided that the amounts involved
in such measures do not exceed the amount of such costs, i.e. the inherited
lisbilities. Sums in excess thereof represent direct aid to current production
and are to be regarded as aids pursuant to Article 7 to 12 of Decision
No. 528/76. |

B.1) GERMANY .
For 1979 the Federal Governmenti has planned the following measures to
cover inherited liabilities 3

- closure premium ' 105.0
— dispensation from obligations arising under N '
the Equalization of Burdens Law e 12.0
Sub-total 117.0
- aid for water-control costs 105.0
- aid to cover expenditure resulting from
contraction 87.0
- aid to cover inherited liabilities 159.0
- aid to cover Ruhrkohle AG's closure
write-offs 48.0
TOTAL 510.0

=mo=s

(= 203.2 million EUA)
All the above lisbilities represent liabilities inheritéd«by the under-
takings, i.e. those resulting from the closure of pits in previous

years, and therefore do not related to current production.
These measures are aids already granted in previous years.

Through the Aktionsgemeinschaft Deutscher Steinkohlenbergbau (Action
Association of German Coal Mining Undertakings), the Federal Government
ﬁays the undertakings concerned a premium of DM 20/t of annual capacity
for all closurés undertaken in 1978. These closures are made to
rationalize production. The aid covers only a small fraction of the
actual costs thaf‘have to be borne by the undertakings in connection

with the closures.

eofoe
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' The public authorities will pay DM 12 0 million to the equalization of

burdens fund as aid to cover the equallzatlon of burdens payments, and
thereby release closed pits from their obligation. The level of the aid

is equivalent to the costs charged.

The sum of DM 105.0 million for water control costs will be paid to the

Ruhr mining industry specifically to cover the financial burden arising
from closures since 31 December 1966. As a result of pit cloéures, the
Ruhr coal mining industry bore a heavy burden in the form of constantly-
rising contr1butlons ‘to water control associations and the Pumpgemenschaft
Ruhr (Ruhr pumping association). The gld does not exceed the‘actual ‘
additional costs to be borne by the undertakings. , - .

The sum. of DM 81.0 million to cover expenditure resulting from contraction
is additional to the closure premiums which (as mentioned above) do not

cover actual costs of closures, This measure concerns liabilities arising

- out of pit closures since 31 December 1972. The aid is apread over a

period of five years in the form of a flat-rate payment of DM 30 for every

tonne by which annual capacity is reduced, but not exceeding actual costs

~ borne by the undertakings as a .result of the closures.

‘The sum of DMV159.O million is aid for covering inherited liabilities

concerns those inherited liabilities arising from pit closures before

1 January 1973. The relgvanf German laws ensure that the aid does not
exceed actual liabilities borne by undertakings. |

The sum of DM 48.0 million as aid towards closure write-offs only concerns
Ruhrkohle AG.. In previous yearshthe Ruhrkohle AG has had to include '
depreciétion for assets lost as a result of pit closures which could not,
however, be included in the ﬁrofit and loss account since this would have
bankrupted the undertaking. A special item was therefore introduced on
the assets side of the'balancé and on 31 December 1978, this amounted to
DM 205 million. ’ '
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Because of the unfavourable economic situation, the undertaking is not

in a position to write off this special item in annual instalments; the
public authorities have therefore agreed to take over DM 480 million of
the total sum — payable in 10 equal annual instalments of DM 48 million.

A1l the above measures clearly meet the requirements of Article 5(1) of
Decision No. 528/76. The total sum involved in these measures in 1979

ig 203.2 million EUA and is included in Table 1 of the Annex.

'B.2) FRANCE, UNITED KINGDOM, BELGIUM

For 1979, the French Government has allocated a sum of FF 459.1 million
(70.6 million EUA) as aid towards covering inherited liabilities borne by
Charbonnages de France. This sum in aid is intended to cover the following
inherited liabilities :
: million FF

-~ contribution to early retirement penaions . 24.9

~ premiums, lump sums for retrained personnel,
cost of housing for those retiring early 68.7
-~ financial liabilities in respect of those
retiring early 351.3
— concessionary allowances for those retiring
early 14.2
TOTAL 459.1

(78. 8 m11110n EUA)

Broken down between coalfields as follows:

Nord/Pas-de~Calais ‘ 303.4
Lorraine , 40.4 .
Centre-Midi ‘ ' 115.3

The Commission estimates that the actual liabilities borne by the

Charbonnages de France are the same as the sum granted in aid.

In 1979, the British Government plans to introduce the following measures
under Article 5 of Decision No. 528/76.

million £
- redundancy payments to miners affected by pit
closures 8.2
- early retirement payments ' 4.6

-~ aid in respect of concessionary coal for
pensioners ;.8
TOTAL 1.

(26.6 million EUA)


User
Rectangle


i

A/T

P

The United Kingdom ﬁéasures cover inherited liabilities arising out of pit

cldSures; these liabilities are the same as the sum granted in aid.

For 1979, the Belgian.Government'has set aside a sum of Bfrs 30 million
(0.7 million EUA), as aid towards covering inherited lisbilities in its

Southern coalfield. Of this sum Bfrs 16 million is to be used to cover

damage from subsidence and Bfrs 14 miilion to cover water control cha:ges.
The Commission estimates that the costs arising out of subsidence and water
control following pit closures for which undertakings in the Southern coal-

field are responsible, are the same as the sum granted in aid.

To summarize, it ¢an be said that Belgian, French and United Kingdom

measures listed above meet the criteria of Article 5(1) of Decision No,

528/76.

B.3) Summary of the measures to cover inherited liabilities

As can be seen from Table 1 of the Ammex, the planned state aids to cover
inherited liabilities in 1979 will total 309 million EUA for the Community

‘a8 a whole; an increase of 4.1% over 1978,

. II. PFinancial aid relating to current production

All aids that are not social measures within the meaning of Article 4 of

Decision No. 528/76, or aids to cover inherited liabilities within the méaning

of Article 5 are aids to current production.

~

Aid to current production may be granted direotly or indirectly to undertakings.

eof oo
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Indirect financial aid to current production in the coal mining industry

Indirect financial aid covers all measures which Member Governments announce
in accordance with the first paragraph of Article 2(1) of Decision No. 528/76
but which do not come into the category of the direct measures definéd in
Articles 7 to 12 of the Decision. Indirect measures are reported to the
Commission under Decision No. 528/76 and assessed according to the provisions
of the ECSC Treaty. '

Only Germany, France and Belgium have announced indirect measures to aid
current production in the coal industiry for 1979. The following measures

were taken in previous years.

A.1) Description of the German, Belgian and French measures

For 1979 the Federal Govgrnment has provided for special depreciation

facilities in respect of expansion and ‘rationalization measures in the
underground sector of the coal industry. The sum of these special
depreciations amounts to DM 22,8 m11110n (= 9.1 million EUA) The
measure is based on paragraph 51 of the Income Tax Law and on paragraph
81 of ‘the Income Tax Regulation and w111 give the German coal industry
no competitive advantages vis-a-vis other Community coal producers, since
the balance sheets of German coal mining undertakings in any case show

Josses which are partially reduced by direct aids.

The indirect financial measures plannedvby the Belgian Govermment in

1979 involve the following sectors

million Bfrs

- expenditure on season tickets or cheap
holiday tickets for miners, pneumocon1081s
sufferers . 14.0

- subsidies to the Miners®' Natlonal Pensions
Fund to compensate for new expenditure on
welfare arising from the increase in the
miners! annual holiday allowance, the
introduction of new sickness benefits and
longer annual holiday (Articles 32.12, 32. 14 ‘
and 0104 in the budget of the Economlc Affairs
Ministry) 7583

TOTAL 7122

(= 19.3 million EUA)

eof e
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B.

The French Government plans a state subsidy of FF 38.0 million (= 6.5
million EUA) for the research programme of the "Centre d'Etudes et de
Recherches des Charbonnages de France (CERCHAR)"™ in 1979.

A.2) Assessment of indirect financial aid to the coal industry

The Commission has examined the'above-mentioned measures, which have
élready been in force for several years and does not consider that they

violate the ban on.subsidies set out in Article 4 of the ECSC Treaty.

A.3) Summary of indirect measures

Table 2 of the statistical annex gives the relevant figures under A/2.
In 1979, direct aid to the coal industry rose to 34.9 million EUA
(+ 7.7%) as compared with 32.4 million EUA in 1978.

Direct financial aid to current production in the coal mining industry

B.1) Federal Republic of Germany

a) The extent to which direct financial aid to current production in

the German coal mining industry is compatible with the provisions of
Articles 7 — 12 of Decision No. 528/76

The Federal Government proposes to continue in 1979 the direct aids
already granted in 1978.
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Legal basis ; Amount of aid
der Doc. ’ Measures v .
;2.62287§6 asure : Total,- Per t production
M DM D EUA DM EUA
art. 7(1) Investment aid : 146.4 | 297.5] 8.00 3,19
Art. 7(3) Promotion of immovation 68.0 27.1| 0.73 0.29
sub. 8, 3 .
Art. 8 Mineworkers' bonuses 110.0 43.8 1.18 0.47
Art. 10 Aid to security stocks 121.5 48.4 1.30 0.52
TOTAL 1 046.1 416.8 11.21 4.47

In addition to the aids mentioned above, the Federal Government is to
grant a coking coal aid to the value of DM 1 500 million in 1979, an

aid to production pursuant to Decision No. 287/73.

The investment aid of 297.5 million EUA is intended for investment project
in pits, coking plants, briquetting plants and pithead power stations.

In 1979, total invesiment in the German coal industry will come to some
350 million EUA, Ihvestment aid will represent more than 80% of total -

investments.

In relation to the Community's new policy for coal, this 1979 investment -
aid, which increased slightly vis-d-vis 1978, is to be regarded as
beneficial since it will promote the longFtefm stabilization of
production in the German coalfields. The aid complies with the pro-
visions of Article 7(1), of Decision No. 528/76.

The sum of 27.1 million EUA to promote innovation is intended to ensure
that research reéults are applied to production as quickly as possible.
The aid is lower than the costs borne by the undertakings and is granted
in respect of individual projects which, when completed, are likely

to prove their economic worth to coal mining in the medium-—term. The
purpose and amount of this aid show that it is compatible with Article 7
of Decision No. 528/76.
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Mineworkers' bbnuses, amodnfing to 43.8 million EUA, have applied since
1956. A bonus of DM 5 ig paid for every shift worked underground, thus

ensuring that the quallfled mineworkers required for the German coal

industry to increase: its output stay in coal mining. The measure therefore'

meets the provisions of Article 8 of Decision No. 528/76.
The sum of 48.4 million EUA as aid towards building up long-term security
stocks is a measure introduced by the Federal Government in order to

increase the long-term security of energy supplies. For this purpose,

“the Notgemeinschaft Deutscher Steinkohlenbergbau (Emergency Association

of German Coal Mining Undertakings) brought up 10 million tonnes of coal
and coke, The Fedefal Government covers only part of the actual current
cost of maintaining these stocks in 1979, by granting an aid of DM 121.5,
million. " The aim and sum 1nvolved show that the measure meets the

requirements of Article 10 of Decision No. 528/76.

The foregoing remarks show that the financial measures planned by the

Federal Government for 1979 in favour of the German coal mining indusfry
comply with the provisions of Articles 7, 8 and 10 of Decision No. 528/76.

The extent to which direct measures in favour of current production in the

German coal m1n1ng71ndustry are compatible with the proper functionin ng

of the common market

An assessment of the extent to which German aids are compatible with the

proper functioning of the common‘mark@t requires consideration of all

direct -and indirect aids for current production in 1979 (Artlcle 3(2)

of De0181on No. 528/76).

The relevant figures are given in a summary table-(see Statistical Annex,'
Table 2).

:

1,./..

i
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By this method of calculation, the total proposed aid under the German
measures amounts to 1 023.5 million EUA, i.e. 10.98 EUA/t. In comparison
with 1978 aids per tonne have thus risen by 9%,

As regards the compatibility of German aids with the proper functioning
of the common market, reference is made to the comments in the main body

of this document (see page 9 onwards).

B.2) France

a) The extent to which direct financial aid to current production in the

French coal mining industry is compatible with the provisions of
Articles 7 — 12 of Decision No. 528/76

The French Government did not provide for any new measures in 1979, but

continued with aids instituted in previous year; this involves only loss-

covering aidj

:{Legal basis Amount of aid
Ser Decisi .
;2'e§28?$éslon Measures Total _ Per t production
M FF M EUA P EUA
Article 12 (a) Cover for the losses by the cen-
' tral administration of Charbon-
nages de France 317.0 54 .4 - 17.04 2.92
(b) Cover for the coalfields' oper-
' ating losses 2 478.0%] 414.8 130.0 22,30
TOTAL 2 735.0 | 469.2 147.04 | 25.22

#Including a portion of the coking coal aid

In addition in the above~mentioned éids, an aid for coking coal of FF 9.3
million (1.6 million EUA) is to be granted in 1979. This figure is low,

‘since part of the doking coal aid is covered by Article 12.

In assessing the figures given in the above table, it must be pointed out
that, although the.French Government continued in 1979 the agreement
concluded with the Charbonnages de France in 1978 on the granting of a
flat-rate aid of some 100 FF/tce, the aid amount had to be increased
beyond the flat-rate ceiling, as the losses sustained by pits increased

beyond the expected figures.

eof oo
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As regards the asseasment of the aid granted in 1979 within the limits of
Decision No. 528/76, the aid sum of FF 2 735.00 million is expected to be
less than the total losses of the Charbonnages de France. The amount of

the aid is therefore in line with the provisions of Article 12 of the

Decision.

The following points are relevant in connection with aid to the individual

coalfields:

- In 1979, aid to the Nord/Pas—de—Calais and Centre-Midi coalfields will be
calculated in such a way that, as a result of the closure of further pits,
there will be a reduction in production, which will mean thatl some
2 700 fewer persons will be employed in the coal industry. The aids will
prevent severe econémic and social disruption in areas where there are
not yet adequate opportunities for re—employment. The aids to these
coalfields therefore comply with the provisions of Article 12(1) sub~

section 1 and Article 12(2) of the Decision.

- The output planning of the Charbonnages de France in the Lorraine coal-
field aims at long-term stabilization, since the coking coal produced
in this coalfield is important for supplying the steel industry. The
aid granted for this purpose complies with Article’12(1), subsection 2
and Article 12(3) of the Decision. .,

The extent to which direct aid to current production in the French coal

mining industry is compatible with the proper functioning of the common

market

Total direct and indirect aid to current production amounts to 477.3 million
BUA for 1979 (= 25.66 EUA/t; see Annex, Table 2). In comparison with 1978,
(24.33 FF/t) this means that the aid was higher by 5% in 1979.

As regards the compatibility of French aids with the proper functioning
of the common market (Article 3(1) of Decision No. 528/76, reference is
made' to the comments in the main body of this document (see p. II/9).
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a) The extent to which direct financial aid 1o current production in the
Belgian coal mining industry is compatible with the provisions of Articles

7 - 12 of Decision No. 528/76

A/14
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In 1979, the Belgian Government intends to provide investment aid and aid

to cover operating losses.

Legal basis Amount of aid

g‘fegzgj%swn Measures Total Per t production
: M Bfrs M EUA Bfrs EUA
Art. 7(‘1) Investment aid 520.9 13.0 85 2.73
Art. 12 Aid to cover losses

Coal: Campine 3 893.5 97.3 695 15.95
Southern 1 707.1 42.7 | 3 414 85.35
Sub-total 5 600.6 ' |-140.0 918 22.95
TOTAL 6 121.5 153.0 | 1 003 25.08

In addition to the above aids, the Belgian Government intends to grant a
caking coal aid (Decision No. 73/287) of Bfrs 4 979.0 million (= 124.5 million
EUA) for the current production of the Campine coalfield. Total direct
Belgian aid amounts to Bfrs 11 100.5 millionj it is divided between the two

coalfields as follows:

1 676,~ Bfrs/t
3 428,- Bfrs/t
1.820,~ Bfrs/t

9 386.5 million
Southern ¢ Bfrs 1 714.0 million
TOTAL Bfrs 11 100.5 million

Campine ¢ Bfrs

Of the investment aid sum of Bfrs 520.9 million, 514.0 million will go to
the Campine coalfield and 6.9 million to the Southern coalfield. In the
Campine coalfield, special investments are envisaged on behalf of the
Eisden colliery (Bfrs 150 million) and the remaining Bfrs 364 million will
cover depreciation, so that the coalfield can maintain the supply of coking
coal for the Belgian steel industry. The investment aid for the Southern
coalfield will enable it to carry out the most essential repairs, so that

the technical safety of the pits is not jeopardized.

eofee
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Belgian investment aid is therefore compatible with the provisions of
Article 7(2) of Decision No. 528/76.

Aid totalling Bfrs 5 600.6 million to cover operating losses is paid to the
two Belgian coalfields for different reasons. The gid paid to the Campihe
coalfield will almost make up the difference between costs and returns. This
almost complete covering of the difference between costs and reutrns is
necessary, because the coalfield is meant to supply the Belgian steel ihdustry
with coking coai and must therefore maintain its output. The purpose and
amount of aid granted to cover losses in respect of the Campine coalfield
therefore comply with the provisions of‘Article 12(1), subsection 2, and
Article 12(3) of Decision No. 528/76.

The Southern coalfiéld, however, receives aid covering only part of the
difference between costs and returﬁs. Here the intention is to ensure that
only essentials are maintained and the pits remain viable in the short-term
only so that thé coalfield can be closed down as planned within a period (by
about 1981)wh10h will ensure that serioms economic and social dlsturbances
over the re-employment of redundant miners are avoided. One pit in the
Southern coalfield was closed in 1979, affecting approximately 630 miners.,
From all this it can be seen that the aid to cover losses in the Southern
coalfield is compatible with Article 12(1), subsection 1, and Article 12(2).

The extent to whcih direct measures in favour of current production inYthe

Belgian coal mining indusiry are compatible with the proper functioning

of the common market

In the Belgian coal mining industry, aids to current production total
296.8 million EUA (= 48.65 EUA/t) for 1979 (see Annex, Table 2)., This is

an increase of 33.4% per tonne vis-3-vis 1978,


User
Rectangle


’A/16

3

As regards the compatibility of Belgian aids to current production with

the ﬁropef functioning of the common market, reference is made to the

comments in the main body of this document (see p. 9 onwards).

B.4) United Kingdom

a) The eitent to which direct financial aid to qgrrent praduction in the Brit;g&f

coal mining industry is compatible with the p#ovisions of Articles 7. -~ 12

of Decision No. 528/76

For the coal marketing year 1979/80, the British Government plans the

following direct aids to current production:

N

—
Legal basis Amount of aid
| 32?e§237$2510n Measures fvfotal Per t productionfﬂ
: M gf} | M EUA £ EUA 'f
Art. 8 Aid to attract skilled workers 3.5 5.0 0.03 0.04
Art. 9 Aid to producers' stocks 13.4 | 19.1 0.11 0.16
@irt. 11 Aid to steam coal 9.6 | 13.7 0.08 011
Art. 12 Aid to cover losses ‘f60;5;'v 229.3 1.33 1.90 )
TOTAL 187.0 2671 1.55 2.27

*Including a

portion of the coking coal aid

The aid to coking coal is estimated at £8.5 million (1).

The aid for attracting and keeping skilled workers (£5 million) is intended

to offset in part the NCB's costs arising from rationaligation and the

transfer of production to their best pits. This results in outgoings on

removals, transport, etc.

Decision.No.‘528/76.

The aid is compatible with Article 8 of

(1) Should this amount be increased, aid to cover losses would be reduced

proportionately.

'
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b)

A/17 S .

When assessing the aid to cover costs for producers' stocks of coal and
coke (£13.4 million), it must be remembered that total pitheat stocks

and additional distributed stocks directly or indirectly financed by the
producers total about 19 million tonnes. Given a monthly production pf
some 10.0 million tonnes, the volume of pithead stocks qualifying fof aid
under Article 9 of Decision No. 528/76 is 9 million tonnes. This means
that the per-tonne grant in aid is £1.5. The actual costs of maintaining
producers' stocks (including depreciation and interest) are considerably

higher than the sum grantéd. The aid therefore complies with the provisions

" of Article 9 of Decision No. 528/76.“

‘The aid granted to steam coal (£9.6 million) is a sum for deliveries of

power station coal to Scotland. From the information provided by the

British Government, the amount and purposes of the aid granted can be
regarded as compatible with Article 11 of Decision No. 528/76.

The aid given to cover losses (£160.5 million) will only partly cover the
losses sustained by NCB pits in 1979/80. The aid is given to avoid serious
economic and social disturbances in those coalfields where there are not

yet adeduate re-employment opportunities and to maintain existing production
capacities so as’to safeguard.energy supplies. The aid is therefore

compatible with Article 12 of the Decision. .

The extent to which direct measures in favour of current production in

Athe British coal mining industry are compatible with the proper functioning

of the common market

In the coal,markefing year 1979/80, aid to»durrent\production in the United
Kingdom will total 279.2 million EUA (= 2.31 EUA/t) (see Annex, Table 2).
In comparison with 1978, this means that the aid for 1979 per tonme will

be 0.75 EUA higher (= + 48%).

Y
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As regards the compatibility of British aids to current production with the
proper functioning of the common market, reference is made to the comments

in the main body of this document (see p. 9 onwards).

23
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PART TWO

Additional financial aid awarded to the French and
United Kingdom coal indusiries in 1978
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1.

3.

4.

Se

INTRODUCTION

In the Memoréndum on the financial aid awarded by the Member States to the
Coal Industry in 1978 (COM(78) 367 final of 28 July 1978), the Commission
outlined the financial aid awarded by the Belgian, French, German and

United Kingdom‘covernments to the coal industry in 1978 and examined it from
the point of view of its compatibility with the provisions of Decision 528/76.

The Commission was informed

- by the French Government in its letter of 27 April 1979 and
- by the United Kingdom Government in its letter of 19 March 1979

that the aid planned for 1978 would fail to solve the problems faced by
the coal industry in these two countries, necessitating an increase in. the
aid awarded in France under Article 12 and in the United Kingdom under
Articles 9, 11 and 12 of Decision 528/76/ECSC. .

These increases are described and examined below, Where appropriate,
reference will be made to the text and figures in the Memorandum on the
Financial Aid Awarded by the Member States to the Coal Industry in 1978.

The following exchénge rates were used for converting national currencies

into BEuropean units of account:

1 EUA = 5.63 FF
= £0.65

The total given in COM(78) 367 final for the amount of aid awarded by
France has been replaced by a new final figure. The estimated figures for
the Federal Republic of Germany have been replaced by final figures.

Tables A and B in the Annex to Part One show the revised totals of aid
granted to the Community coal industry in 1978.
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Increase in aid initially awarded to the Fréggp coal industry in 1978
a) Comnaxibilitx of direct aid to current production in the French coal industry

with Articles 7 to 12 of Decision 528/76

As stated on page A/12 of the Memorandum on the Financial Aid Awarded by the
Member States to the Coal Industry in 1978 (COM(78) 367 final), the French
Government reported a total of FF 2 429.9 million in aid to cover losses
under Article 12 of Decision 528/76/ECSC.

In its lettgr of 27 April 1979; the French Government applied to inorease the
amount of aid originally awarded as follows:

Original Change New amount

amount in in in
million FF million FF million FF
— Cover for the losses by the
central administration of
Charbonnages de France 200.0 + 117.0 317.0
—~ Cover for coalfields' ’
operating losses 2 229,9 + 100.1 2 330.0
Total : 2 429.9 + 217.1 2 6417.0
Coking coal aid ‘ 9.8 + 1.2 11.0

Charbonnages de France must be viewed as a single undertaking for the
purpose of assessing aid to its central,administrafion, i.e, aids to the
central administration and ‘to the coalfields are classed together.
According to the final balance sheet for 1978, total aid (FF 2 647 million)
is FF 18 million less than Charbonnages de France's total losses.
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Aid to cover coalfields' losses can be broken down as follows by coalfield:

million FF
Nord/Pas- : Centre-
do—Calais Lorraine Midi Total
Original amounts 1v056.9‘ 5T4.5 598.5 2 229.9
" Additional amounts - 63.9 + 163.1 + 0.9 + 100.1
TOTAL 993.0 737.6 599.4 2 330.0
Aid to cover interest paid by the central administration
of Charbonnages de France 317.0
Total aid to cover operating losses 2 647.0
per tonne of production in FF 135.05
IR I TS ST

The increase in French aid to cover coalfields' operating losses concerns

the Lorraine coalfield only where operating losses in 1978 were higher than
originally estimated. According to information received by the Commission
on actual cost and returns in 1978, production costs per tonhe were much
higher in the Lorraine coalfield than originally forecast whereas returns per

tonne were only slightly higher. The increase in aid covers only part of the

'operating losses in 1978'and is hence compatible with the second subparagraph

of Article 12(2) of the Decision. It should also be noted that coking coal
from this coalfield is essential to the steel industry's supply and hence
complys with the second subparagraph of Article 12(1) and Article 12(3)

of the Decision.

Compatibility of direct financial aid to current;producfion in the French

coal mining industry with the proper functioning of the common nmarket

A figure of 478.1 million EUA (=,24.39 EUA per tomne) is given.in Table B in the
Ammex for the toal amount of aid awarded in 1978 -to current production in the
French coal mining industry. The original amount of aid for 1978 was
approximately 22 EUA per tonne; i.e. the revised per tomne grant in aid is
about 10% higher.
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** The revised'(1978) per—tonne grant in aid is 23.4% higher than in 1977.

The following points should be noted with regard\to the compatibility of

French aid to current production with the proper tunctioning of the“common

market:

1. There were no indications in trade in coal between France and the other

' Member States in 1978 of distortions in competition between the French
coal industry and that of other Member States., France's total imports,
mginly of German and British steam coal, were 1.7 million tonnes higher
in 1978 than in the previous year. French coal deliveries to other
Member States were slightly lower in 1978 than they had been in 1977.

2. List prices for French coal in 1978 were (in FF per tonne):

Steam coal Coking coal
*Nord/Pas—de—Calais - - 340,~ 3404~
Lorraine ¢t Nuts 2 250,~ 270, ,
Futs 5 223,-  240,- 321,-  32,-

French steam coal is sold at prices which are aligned on a composite

~ price formed from the relatlvely low price for imported non—Community
steam coal and the price of fuel oil. There are no indirect aids to
industrial coal consumers. The same applies to coking coal prlces which are

allgned on the gulde price for imported coking coal.

3. It can be concluded from the above that the increase in French aid for
1978 is compatible with the proper functioning of the common market.
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c) Summary

The aid applied for under Decision 528/76/ECSC to cover current production
in the French coal mining industry in 1978 is shown in the table below.

Y L :

Legal basis Anount of aid
under Doc. Measures ' .
528/76 . | o | Total % Per‘:%?f preduction
- MFF " { MEUA FF EUA
ClArt. 12 - cover for the iéaaes by
the central administra-
tion of Charbonnages de - » ’ i
| France - 317.0 56.3 16.17 2.87
~ cover for the coalfields' ‘
operating losses 2 330,0 413.9] 118.88 | 21.12
TOTAL A 2 647.0 470.2¢F 135.05 | 23.99

In addition to the aid listed above, a total of FF 11 million (= 2 million EUA) '
were granted in coking coal aid and FF 33 million (= 5.9 million EUA) in

state subsidies to the research programme being undertaken by the Centre
d'Etudes et de Recherche des Charbonnages de France (CERCHAR).
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IT, Increase in aid initially awarded to the United Kingdom coal indust in‘1. 8

a) Compatibility of direct financial aid to cover current production in the
United Kingdom coal industry with the provisions of Articles 7 %o 12 of

‘Decision 528/76

i

The United Kingdom Government requested authorization from the Commission
to award the following aid under Articles 8 to 11 of Decision 528/76
(see COM(78) 367 final of 28 July 1978, page A/16)s '

- aid to attract skilled workers under Article 8 (£3.3 million)
- aid to producers! stocks under Article 9 (£9 million)
~ aid for power station coal under Article 11 (£8.5 million).

In 1ts letter of 19 March 1979, the United Kingdom Government applied to
increase aid to producers' stocks of cod and coke by £27.5 million and
aid. for power station coal by £17.2 million and to award a further

£50 million in aid to cover pit operating losses.

. 1. The application‘to grant aid to producers' stocks totalling £9 million
was based on the estimates of the costs of producers'! stocks of coal
for September 1977. A fallinghbff in sales has, however, led to an
increase in coal stacks and hence also to additional costs with the
result that producer stock aid has risen by £11.5 million. There has
also been a steep increase in the coke stocks held by NSF (National
Smokeless Fuels), a subsidiary of the NCB. The United Kingdom Government
thus plans to award aid totalling £16 million to NSF for the 1978/1979
coal maiketing year as part of a five~year programme to balance supply
and demand on the coke market.

Any assessment of aid to cover the cost ‘of monitoring pithead'stocks of
coal and coke (£36.5 million) must take into account the fact that the
total pitheat stocks held by producers and the additional stocks held by
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consumers, which are directly or indirectly financed by the producers,
totalled approximately 21.5 million tonnes at the end of 1978, Given

a monthly production of some 10 million tonnes, the volume of producers’
stocks qualifying for aid is 11.5 million tomnes. This means that the
per—tonne grant in aid is £3.2 and the actual costs of maintaihing
producers' stocks (including depreciation and interest) are approximately
£5 per torme. The aid hence complies with the provisions of Article 9

of Decision 528/76.

The £8.5 million in aid for power station coal which the United Kingdom
applied to award was based on price estimates for September 1977, which
did not take account of the sharp fall in the dollar in 1978.

Cenerally speaking, there are no new factors in addition to those
described in" COM(78) 367 final (page 4/17) which need to be considered

in assessing the increase in aid for power station coal. The aid envisaged
is hence compatible with the provisions of Article 11 of Decision 528/76.

The United Kingdom government has applied to grant eid totalling

£50 million to the NCB to cover operating losses for the 1978/1979 coal
marketing year. The actual losses suffered by NCB coalfields in 1978/
1979 are estimated to be around £100 million in the NCB's anmual report.

The aid will be used to defer the closure of unprofitable pits in order
to obviate serious economic and social problems in areas in which
there is not yet sufficient scope for redeployment, and to maintain the
production capacity needed for security of energy supply in the long-
term. It thus meets the requirements of Article 12.
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b) Compatibility of direct financial aid to current production in the British

coal mining industry with the proper functioning of the common mg;ket

The total aid awarded to the NCB in the 1978/“979 coal marketing year is

shown in Table B in the Amnex for comparison with other Member States. It
should be pointed out that the aid amounts given on page A/16 of COM(78)367 final
have been revised in the light of the final information received andvincorpor—

ated in the figures in Table B.

On this basis, calculations show that total British aid to current
production in the 1978/1979 coal marketing year will be 189.7 million EUA
= 1,56 EUA per tonne., Despite this increasé, the per—tonne of production
grant in aid to the British coal mining industry is still relatively low

compared with other Member States.

The following can be said about the compatibility of British aid to
current production with the proper functioning of the common market:

1. There are no indications from the pattern of trade in coal between the
United Kingdom and the other Member States in 1978 that distortions
in competition between the British coal mining industry and that of the
other Member States might be caused by differing levels of aid. British
deliveries to other Member States include steam coal which was sold
mainly to Belgium, the Federai Republic of Germany, France and the
Netherlands., The amounts involved are relatively small compared with
total British output, because they have to compete with imported coal.

2. The 1ist prices for British coal in 1978 in the following coalfields
were (in £ per tonme):
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Steam Coal
1.1.1978  1.5.1978

South Wales - -
Scottish -~ Nuts 2 29.82 32,40
-~ Nuts § 28.74 23.03
North Yorkshire
- Nuts 2 25.20 27.60
- Nuts 5 31.20 25.30

-~

ys

Coking Coal
1.1.1978  1.5.1978

34.70 37.60
31.10 34,10

29,04 32,00

The British prices for steam coal and coking coal in 1978 did not give rise

to any problens as they are not at a level which necessitates indireci a:d

to be provided to industrial coal users.

Summary

Details of aid to current production in the British coal minihg industiry applied

for under Decision 258/76 for the 1978/1979 coal marketing year are given

in the following table:

Legal basis

Amount of aid

under Doc, Measurs , ek 3
258/76 Total _ Per t of proggftlon
ME M EUA £ LUA

Article 8 Aid to attract skilled -

workers 3.4 563 0.C3 J.04
Article 9 Aid to producers' stocks 36.5 ¢ 56.2 0,30 0.46
Article 11 Aid for power station

coal 25.7 39.5 0.21 D632
Article 12 Aid to cover coalfields'

operating losses 50.0 76.9 Qo4 T.63

TOTAL

115.6

177.9 0,95 .45
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III.

In addition to the aid Listed above, a total of £ 7.7 million (= 11.8 MEAW

was awarded in coking coal in 1978.

Conclusions

The increase in aid granted to the French and British coal mining industries
has affected the overall pattern of aid in 1978. Aid to current production
in 1978 was 70.8% higher in the Community than in 1977 and the rate per tonne

of ourpur was 75.4% higher.

The increase in French and British subsidies,proved necessary ‘as the estimates -
for Losses by the coal mines made in 1977 proved too low. The unforseeable
more fapid rise in costs of production than in receipts led to larger losses.
The increased subsidies requested by the two governments can be agreed in

accordance with Decision N° 528/76.

The following two tables provide a full picture of subsidies agreed for the
year 1978.
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