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AIDEMENOIRE -

on the Tixing of the ECSC levy rate and on.the
drawing up of the operating budget of the ECSC for 1981

- It is customary for the views of Parliament to be sought before the :

' Commission takes a declm;on.on the levy rate and the ECSC operating

,fbudget for the flnancxai year 1981+

This a;de-mémoire forms the basis for the consultation of Parliamenx.,.<
It is dlvided into the fpllow1ng chapters:

I. General 1ntroductlon,v

 II. >Analyams of requxrements reported and resourcea awailable for
the finan01a1 year 1981~' ’ )

%

III. Draft dperating budget;\j

Speciflc factors affectlng the coverlng of . budgetary requirements for o IR
‘1981 are described in Chapter III.. ‘ ' ;  ;*3(5:'

AN «;1

,'Az pbint 16 of'itéAReéozution"of‘zz'may 1980 (0J No C 147, 16 June 1980)
on the Court of. Auditor's report on thg ECSC*s financial and budgetary ‘4
aotlvitzes for the financial year 1977 and on the discharge in respect '

_  of that flnancial year, Par?kament 1nstructed the Comm1851on/High

_Anthorlty to submlt a mporJ "on its concep% of aoﬁ%rol and how it could

5‘ 14 \f ,i

- be exercxsed“

‘The’ Comm;sszon'a thoughts on thls are set cut at ‘Annex B to thls
_aide-mém01re- ‘ '

5

‘The alde—mém01re is also belng Bent to the ECSC Consultat;ve Gommlgtee

~ for 1nformat10n.
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1. GENERAL Imaomc'mon L | i - .

‘I‘his chapter summamzes the mformation necessary for se'k‘king the draﬁ:
" ECSC operating budget for 1981 in its economio, political and fimcial

" contex‘t.

A Eccncmc CONTEXT

1.' The economc outlook for 19 128

"Pollom.ng a penod of rela'tlvely good rates of growth (an azmual averagg_ ff:
':of 3.4% between 1976 and 1979), econom.c a:otivi'ky is now. slackanin@ in
the Commmity. With the deflationary, :mpe;ct of tha rise in oil.p ‘m B

Camwstries.
P ’l‘he effect of msing oil and commod:.ty prices is. now be1ng felt sharply
- at the retail stage. In some .countries this-has sparked off ‘
4"5compensatory wage nses, though in others the" secondary effects have: to
L LBORe extent been contalned.. For 'the Gommunity as a whole, the implici.‘t ‘
" retail price index is expected to nse by approxima'tely 12% in: 1980 (‘bhau@i thj
f:.gure :mcludes increases in rates. of indirec'b taxation). ~ The gap. behtoan the
" higliest and lowest rate of infla'non has widened %o about 15 peroentage
‘points in 1980.
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For "'ha i,xmﬁm x."ky ag 3 351&3 thamims é}fpagmnﬁs&eflmﬁ‘ is ‘

sxpeatad %o amonns m 31 oLl 42 :i&'%ﬁ' tn 1986 ¢ largely m amevant of
the effect of %he czu, pr:me Lmreases imclé.ed. on in, Iune) Tizez ‘
’curren*t—acam* &efmit of *he E‘Bder&i Rsm‘nl:.c of Germany iB e::geo‘ted

to- aceount for z'eugniiy a 'ﬁurﬁ of the Camty‘s overa.ll defxclt in -
"1980. E‘insncmg this dhaulrl not pose major problema, wherea.s the

size of the deficiw of some of the amller Menber S-kateﬂ does g-ura
- cause for comern.
\‘Figures currently avai.,whle sugges‘k tha’: grmrth omxld gradua.lly p1ck up .
: again in 1981- Private ccnsumptimt, whieh is likely %o remain atagnant Rt
for most of 1980, should be boosted by an improvement in real diepossble . "
_incomes as prices rise ‘more slmrly than mninal incoms. - In addxtion, o
‘the process of xnvantor“f admtmen'b, wh:mh is having a oonsid.erable :
*‘defla‘ti.omry effect in 1980, 13 probably ma.rly conplete and - should’ be :
" followed in the second half of 1981 by a more normal pace of stock-mmaing.'
‘_E!pcrtl, parbicularly to OPEC cmmtries, shcnld be a moderate plus ' |
factor both this year an:l noxt All in a.11, Communi ty Gop should, 'begin
l, to increm aga:,n next spr:mg, evan ‘thcugh the year-to—yea.r ra'be of growth
'will Bu'bsian‘k‘ially fall shor't of ‘bha ra.‘be a,chieved in 1980. It ’ ‘
- ‘must be remembered that thes a,ggregate foreea.sts encompass ‘somewhat
| "different growth prospes..ta for 'khe varioua Menber - States individually. :

:'fme following 'I:a’ble shaws ‘tne trend in Gemmi‘ty G:BP by volume ‘between
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2, Qutlock for the coal fe;r;dusfrx '

During the £ mt fsix ﬁxon”’?~ ol ,;;’.980 the 6onsﬁmption pici:‘uré of *h@

Community’s coal mo mtet wes strongly colbﬁred by the eccnomic _si"r;é.z.a.tibn ‘

in the United E.mg:vﬁum and, .in partl cﬁlai:w by"‘t;he»steel gtrike in- that
_.country. The shii® “in mwm? w0 m.her Member States during that period

was even more marlked for ik g wrm, ag elec‘trio furnace steel production

in the United Kingdon is J.argﬂy in the hands of priva‘be companies

and 7 Was not seriously af .otel by ire strike at the nationalized

British Steel Corpora tion Tz?:ain;;; a¢6oun‘l§ of these'factors and the

general recession dur ing the sacond bhalf of 1980, coke oons\mption during |

the year is lzlcely to be ;:rmmd 45 Mt. o

In the Field of electri i‘-z;y"genera’tion,‘ 1980 is likely to witness only
marginal growth. In fa. , a substantial drop in the United Kingdom and,
- probably, a shght drop in Ge*many ma.y more than omm‘terbalance modest
growth in other Member St: ;tes a.nd lea.d to lower gross electricity -
‘ product:.on in the Commi:.ity in 1980 than in the previous year. - The
: prn.nc:.pa.l reasons . are the depressed. 1eve1 of eoonomic activity, the
after—effectis of strz.ues “n t'ﬁe Umted Kingdom, a mild winter and, proba’bly,
energy saving measures.
‘I'he sha.re of conven’tlmal uhermal in total elec'hricity generation was
substan‘tially lower due $0.an extra. Te 1 TWh of nuclear generation,
ma.inly in’ France, and to an ekbra 3.3 TWh ‘of hydraulic generation,
'resul'ting from exceptionally high snow and rainfa.ll. However, these
‘factors will probably be- reflected in a drop in oil-burn, and the level
- of coal consumption will have 'been mainta.zned a‘t around 176 Mt the sa.me

as “the prmous yea.r. S ’ L R
B . . . . B B . < - .,_..o .
* o ., h. .

" Except .for a. slight rise’ -n coal consump‘o:.on 'by the oement J.nd.us‘ery, .
1980 will ha&e, witnessed l:ris*le cha.nge from the prev:.ous year in tfle .

L .
*

P

ke e A 4.,
v

-
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quantitic ﬁ:,.;oﬁaed by mzrkets other than those of’ the iron and steel

and the enﬁt;‘mlty generating 1ndustr:|.es.

On ‘bhe other nand, coa." produc'hon in 1980 is 11ke1y to have‘exceeded
that of the year before by several million ‘tonnes’ a.n& ¥5'5e of the order
of 241—243 Mt. The principal reason has been rising produo‘tivity in- 7
' the United Kingdom against a background of unchanged output in Belg:.um
and Germany and a reduction of 1 Mt in Fra.nce.

Iy

Coal 1mpor'bs in 1980 ml’ prove to ha.ve beep su‘bsﬂan‘tially higher tha.n
in the previous year and are l:z.kely to ha.veg exoeeded"GS Mt. The largest“,
- increase will have - orig:.nated from the USA.z ES _3 C3LE
,COal and coke stocks have shown a r:.smg tr}and. , B;'mevar,f thej,ﬂere a:f
- an unusually low level at the beginning of 3.980. ?he sheqky p&rﬂormance
of. the steel industry during the second . ha.l of *}Q yea.r land the genex‘a.l .
econonuc recession throughou‘b the Comnmn:.ty* led *'tor"ns’es m pgqgucars' ’ |
coal and coke s*tocks, but coa.l consmnpt:.on for eieptrici‘ﬁy gengnation
' f/ is exp.ected to keep ‘hhe growth of produoerss‘ stozpka 'I:o mddera.‘hg? :

rf‘i S Q 9

proporti onse

g.—.,-.. matan

remtani st

Thea'e has 'been htt‘le in the way of cha.nges in h.gf pricés of‘a(;mmunity
~_ coals ‘since early in 1980. -.On the other‘hand, Hoﬂd—widd rises in fo’b
qpnces of steam coal and higher frelght, a.ggra.vated by. high demxrrage ?{ T
. charges due to port conges‘t:.on in certam a.reas, partimla.rly on 'l:he US Er
Ceast coast, ‘have fuelled a cont:l.nu:.ng upwa.rd movement in- cif prices of
- steam’ ‘coal’ mported into the Ccmnmma.ty from third gcmntnee.y threa.s

towards the, end of ;['979 czf ARA prices far steram c§al were s‘til}. pn- ]
average slightly: be}low Us: 7.(40, priceé ;.n 1980 reac 'between e,'Bout
Us ;{45 and US ﬁ!ss, while the Commission's indicati‘e prioe for ooﬁing
coal was in the region of Us #10. Cutee R et
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kAga,ins‘. the mpreaiota'ble econom:.c mospects for\ 1981, one developmen‘t
18 oertain, vis the ever growing impoﬂmaa 1 %in sonl market of
consumptlon for cleertrlcrty generatlon., While aF le.te as 1975 coke ovéns

used more coal than power sta’tions, “by 1979 the latter required twice
{ ,

as much coal a.s the former. o 1

With two pl antf' of a tota,l capamty of 12"{8 MW and capable of 'buming
either coal ur 0il erter ing opera‘t:.on in 1980 a.na a aturther 600 MW plant-
‘us1ng coal or blast furnace gas due xn 1981, plus measures in Merber Stiatas
. designed to. promo*t;e the use of coal—fired generatlng capacities, coal
consumpticn by ‘powsr sta’tzons may exceed 180 Mt in 1981. Depend;ng

on demand by other coal consumers, this would represent 'betﬁeen 5 )% and
60% of the entire coa.l market., '

No gimilar predictions are passx‘ble wn.'hh regard to req‘ulreme:;cs ‘by the :
steel 1udustry.. The full euonomm eﬁaots of the ‘ateep oil prise rises.

,:m 1979 and early 1960 and thelr dura,tmn are not yet clearly d;scemz‘bley

| ‘, but it is virtually certain tha‘t reqm,... émen‘hs 'by colce ovene in 1981 wﬂl
'be 'below the recent peak of 87 1 M'b in 1979. : ' '
The general 'J.";:lusf;";al marke‘fs/ ca.n 13[5 e:'tpected ‘tc; continuw to grow slowly
in 1981, pochuoly a’msor"bz.nfr more “has 20 Mt of coal a.nd solen, w thout
b"O‘O‘L.Ilulug inhcunme ectrivity geree:'wt.;.m_ !iiowevearv the po‘l‘m‘ti for

- large _incizes-:.seaz in cnal conevmption by “!:-his sector is wfﬁ‘a Ly +o be

evident until lster in the decades

I)emand for &e‘\”’wmu hea"h.ng jivis] ’be A:&pecteﬂ to declme further, proba'bly
0 below 18 VL, Om ‘i;hcn oihw‘n,aa, in tne longer term, fb*xe s;ace«wheating ~
market for fe/ws'i:m.u:sg Ifices and other major consmners ig likely to
witness a grouing umoer of conversw“s from oil and, possibly, gas

1o coalmf.;.mng.

Commmltv cosl peodoction, wh;.ch ha&' 'heen S'tsaa s at sbout 240 Mt since
1977, wili prgmc..m;y wam-in around this level in 198i. Cm ths other nand

ne predlctions. con be ?3."7,:.3.@ ﬂ.“i.“”*zaf to “,.mrsr“f‘a, ramep’c that the v nwi
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3. Prospects in the iron aud steel industry

\1979 iende’d with total ECSC crade steel, output of 140 2 mlllion 1:, wh:.ch was
- exactly wha,t ha,d bBE“‘l forecas A8 expected ‘bhe rise in: productmn tha’t . ,
;began in the ‘second quarter of ‘l 978 accelerated and then continued untll the ‘
end of 1979.- For a production capacity then estmated at 203 S million ’c,,
' output in 1979 repx‘esented a canaac.t’cy utllzzatmn rate of 68. 8%, as aga:u.ns’c

© 65.5% im 1978. o o ST
: 'i‘o‘hl BCSC crude, sfgéel pr‘bducttion ‘in 1980 is a,lx_'eady'certa.in to be /well domi.

‘In the first six months, when d:amand wa.s §till firm bu't output suffered. f‘rom -
~ the protracted strike in the British steel mdustry, output of crude steel '
- was 68,34 million t, 2% down on the first half of 1979. -
VThev eécnomio outlook for the second half c;i"' 1980 i)r'esages a deolirié ini
; demand, part:.cularly from the motor and cone:tructlon 1ndustrles, wh:.le
‘shor‘b-term indicators in most of 't;ﬁe stee]--uslng industries have been in
declme since m1d-—1979. Demand from certa in t‘ap:rﬁtal goods 1ndustr1es 18
alone in offermg the prc,»spc‘ct of remamlng f:\.rm in & few COmmunlty

”cmmtmes -

Demand for steel already declining in the Commumty in May and June, was
‘particularly low in the csumme"' months, normally a very slack perwd« At
' the moment all the signs are that the gloomy picture will persist untll
- the end of the year, even if the seasonal demand of the fourth qua.rter
3 turns out to be ‘close to the normal. Shorter del ivery +times, the Adownward
- trend of prices and exorbma,m storage costs, mainly due to heavy flna.nclng
o costs, constitute so ma,n;r reasons. for beli 4=v1ng tha‘t demand 15 unlikely to v
plck up. \

At the beglnmng of 1980 ai’ter the’ wmmzenslon ha;i ralsed guide prices by

3/o for flat products and by an average ?% for long products; some :unprovemen‘: /
was noted in ‘i,I“dnwaut.LGﬂ prices xrr the first rmar‘i,ere At the same time, pr 161
vfi')l"* exgoﬁ% :n non-pember couniries yielded extra ea:r'nlngs es the US dollar
hex»d up wail avew;: ts»e firet mopths of the .y-ar but in the f‘ollow:,ng monthy

“(’*x"fqii‘t’(,ﬂs 4 amwm tad somowhet as faih.ng dema;m@ brought depressed prices

jog

and ‘cne dm sr fell back te ifi::f{'ma;rting value. Prices for flat prod.uctsv
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T are once - again irniadeguate while. prices for long products are still not ;
- fully. la.‘bilf'mwry for the. mow mc:d.varn f‘irm, partioularly fniﬂi-fﬁumdr:.es
;vwhlch for some tlme have enaoyed the beneflt of an advantageous price for
scrap metal. It is t¢ .be expected that most of the large and’ medlum-81zed
firms are going’ to “incur losses agaln thxs year, under ‘the pressure of

rapldly r1s1ng productlon costs.

Given thé adversejtrenﬂvoh ihé;communify,apd world éteel markets, crude;
steel oﬁtput‘fbr*1980 is expected to cbme out. a% around 130 million t, Bor -
6. 5% below the 1979 1evel. Agalnst a. current productlon capacity of ’
roughly 208.1 million t thls glves ‘a capa01ty utillzatlon rate of less thw_ 65%
- 1980 qompared w1th 68. 8% in 1979 'This year should therefore come ir below
1978 in»terms of both. nominal output and the rate of utlllzatlon' '
 As regards the outlook for 1981j“thé.fifstisix‘months will most ccrtainly be
‘no'better than the second half of 1980Q ’N6t‘uﬁti1 the second half of 1980 is
there ‘any hope of 1ndustr1a1 act1V1ty ‘picking up. So as things\s+and and with =
" a normal trend in Communlty and world consumptmn, Communl‘by prod“c‘blo"l of ’
crude steel shouldisetjle arpppd,LQ&wmlll{on %, which includes Greece's
outpute o - | : o ‘ o ’ o

B. PbLICY CONTEXT

The general owgectlwes of the .ECSC are determvned for 211 ;imé by Articles 1
" to. 5 -of the Treatr uf Patas.~ ’ ‘

!

oneral

: For both ccai‘and‘gteel, the QO@miéqion at intervals presenis .
‘objectives or guidelines bearihg on the future development of the ECSC
~industries. . Coal is. also one'o; the particular bitéms\cbvered Ey general
‘papers put out by the Comm1881on on the subject of Community energy pollcy.

- .The med:um—term guidelines for bOvh coal and st=el ‘also cover manpowe:

' questlons, thvs indicating ihe cuhﬁsxt surrauﬁdlng the varioue Bocicl ﬁol¢q,
act1v1#¢es in which the uommlss¢du/n1wh AuthoALuJ ervames pursuant to the -

, ‘I‘rea:tyo In two amuusl reports - the liepert ov. the TNesulis of the Swamey on
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Inveetment in the Commumt “Coal and Steel Industry and the Pinano:.al Report

on EC8C Financial Activity - ho E.CSC publilhei faots end f‘ime- on the.
~ recent and foreeeeable t1wno of 1nvestmenis and what the COmmunity is doing

rto finance them,

The folloW1ng remarks are not 1ntended to take the place of the data in
:those reports, but are simply concerned w1th certain key poinis- or recent
'fdevelopments which the Gomm¢ssxon wants to highllght in establiehing itse draft
- ECSC- operatlng budget for 1981. "The 1ndustr1es themselves, the ECSO'B social
- policy and flnaneaal‘ast1v1 y in the budgetary year»are dealt with-ln turn.

. But there is one point that must be made ai the outset.— on 1. January 1981

""Greece becomes a member and will automatically be aherlng fully in. ECSC

lrevenee apd experditure, contributing 3 million EUA to. the ECSC reserves in
three'equal annual payments. I ' ‘ ' ’

1. Coal poliqy\gu;delines

' Developments on the world energy market since 1979 have cenflrmed the
soundness of the Comm1381on?s coal policy since 1974« The obgectlve proposed
?[ 1n 1979 - to make more use of BDlld fuels in electrlclty generailon, 8o that

" by-1990 coal and nuclear ensrgy would represent e total of at 1east.70,to.75%p'

of" primary energy ueed ~ Was approved by the Counc11 1n June 1980. Ehphaeizing
-the- Communlty's efforts to make itself even less dependent on olL the Council

- also decided that by 1980 Oll should account for no more than about 40% :

" of gross- energy . consumption. Last Apr11 the European Cbuncil stressed the
need to agree on a. common energy etrategy for 1990, and laid the empha51s on
,rreplaelng oil by coal and naclear energy.

’ %

: Since'the Councilymeetinva of OCtober ehd December 1979 both failed to feéch
agreement on the Comm1551on's proposals to malntaln pit produotion at its ‘
1973 level simply adapting ‘and improvmng 1967 arrangements for coking coal
for the irou and steel indvatry, the Commieslon, in the wake of the nassive

" urice ;nereesee\deeieedvby .he OP ¢ coun#rles, presented some ‘new" 1deas for -

- energy policy (COM(8C)130, 20 Narch 1@80) In its new approach the

VA
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Commlsslon proposes Communzty actlon on. two magor fronts - energy prlclng
and taxation «ad investment in the energy indus+ry.

" A8 regards 1nvestmenha 1nvolv1ng coal the follnw1ng sectors wculd be

consldered for Commnnlty flnanclng.b

(a) extractlor*, the. obgecrklve be:mg to boosg produr 1v1ty and out '

- long-term r*oséts- e R I PTTRE TR

(b) gaslflca.tmn and quuefactlon of coal' |

(c) the oulldmg ‘of coal~fired power statmns a.nd convertlnp: oil«-.’aﬁd
gas=fired sta,slons to coal,

(a)y 'cqnver"hlng industrial furnaces to r*oal,

(e) transport =nd 4r a.nshlpmen't f ozl o\.a,bl‘y 1n ports, s

(£) créativxg ébal-—e “cracta.ori ou‘ta a,Exwope a.a a. source of

'Communlty supplys . .

The Council should be ':cén‘t,inpigg 1ts :,d._éll’tﬁ.ex‘,a:bs,énéian‘ {t,hetsel ideas shor‘bly.‘ .

‘ss' f, 15)5‘!:;13 grantnw
ma by, OELELY]

-8,

wrbku.*z tne EC mer Ar*'

(OJ NQMC .9, 2,-,w1 Br‘, :

1nvo.m ;Lng goal o

9 April 1979).
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2. Iron snd steel policy guidelines

[

\'Ihe mea.sures adopted by the Commaaion ig; 1978 a;ld, 1979 were '

‘ extented for 1980, though some - of” 'the restr:.ctions were .

eased aomewhat, the general aim being to revert gradua.lly to a: free

market 80" as to speed up the process of restruoturmg the Comm-am.ty

'@’;s't_ael :L,ndnstry. o : ' T e . P

" W:.th thls in nn.nd the b:.n&lng minimum basic pr:l.ces for conarete

re:.nforcmg bars and merchant bars were waived for the flrs’c six. months

. and then for the rest of the year. The minimum basio prices for hot
coils were also walved for the seoond half of 1980. The rules req-m.mng

:idea.lers to .a_{bldg by produqers' prioes and issue qertificates of oonformity
to minimum prices were withdrawn. o Lo |

7 In v;ew of the wprsemng market situation the -Commission was forced ‘co

:’ 5 1ntmduce product:.on programmes ‘for crude steel as well as 1m1t1ng ﬁmpplz.es.

C o Tn sprhe of. thm, the recesszon in ‘demand by early Octo’oer sig'na.lléd a s*ta,te
:of cns:.s gw:mg rea.son +0 bel:.eve that volunte.ry restramt measures are Mo, -

" longer enough to restore,an element of balance to the market.

o ‘I'he Comm:.ssmn has therefore proposed the introduct:.on of a. oompulsory system
- of quarterly production quotas under A.rtlcle 58 of the ECSC Trea‘by. ,

 With these new a,rrangemen'bs the Comm:.ssn.on hopes to restore market ‘
"stabllrﬂy and sat:.sfa.ctory price levels so that the
'steel 1ndustry ca_n cont:.nue the restructurmg progass and. ‘workers

can be given. the necessa.ry assurances as 'bo their employmen’h prOSpec'tB.

At the end of the year 'bhe Gommx.ssxon will make an - a.ppraisa.l of - »

the si-huatlon and will «:La“.cerm:.nef 1f need be, the measures ‘that will
apply in 1981 in the light both of experwnce and of the resul‘ks of the
‘efior‘hs made in the second hali of 1980. v '
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\'As in 1978 and 1979, measures relatlng to’ the Communlty steel market

were supplemented by arrangements for monltorlng 1mports. The Comi.. sion
made a number of changes here, to0, in order to simplify things by
cutting the number of understandlngs with: the magor‘suppller countrles
(12° 1nstead of 17), redu01ng the product coverage and maklng the
consultailon clause on products for first processing more flevlble.
.5There lS no ev1denﬂe that these ohanges have had any substan*lal

“1nfluence on ‘trade flows w1th the countrles concerned.

-

The COmmlSSlon contlnued to publlsh bas:e reference prlces for imports

, and stepped up survelllance of quantmtles 1mported and prloee in ulose '
cooperatlon with the Member States.

_Exports to-the Uhlted States, Iran and other countrles fell back
sharply, both because of the demand trend and because other exporters

.

are selllng harder.

» »

[N

Emiernal policy in 1981 w1ll depend as in past years, on the 1u¢erna1
measures and on the degree of cooPeratlon w1th non~00mmun1ty countries

that is found to be expedlent.
Community solutions to_structural problems_

’:fThe Code of'Praciice’fer/ceordinatihg Stafe\eide'foA%he steel industry
',‘wae addpfed by the Council late in March 1980. Speeific aids to the

fieteel industry flnanced by a Member State or by means of State resources
in-any form whatsoever are considered compatible with the orderly
functioning of the common market prov1ded they do not affect competltlon
and trade between Member States to an extent contrary to the common
1nierest. Such aids are perm1tted provided they comply -with oriteria
- lald down by the Commission.

- Steel firms that have embarked on e'procese‘of'restrucfuring have been

‘able to ward off further~deterioration‘of‘the:finaheiel situation.
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'Consaé.arable progress was ‘made :m leng prod.uots more mt oapaozty

wan radunad 'oy 2.3 millien -tonnes fmm 1ts 1976 level and otteﬂg wamf ’

"made to concentra:he on the most modern works.

‘ In ‘hhe flat products sector, restructurmg mea.suras conoentra:bed on-

| ;outtlng cost prices in. the produc‘b:.qn of pig iron a.nd steel, nota,bly

- - through more w:.despnead use of con’r.muous cast:.ng teohmques.-‘ Capacity-
'for the lat'ber attamed 66 mllla.on tonnes in 1980, compared with 55 m:.llion
“tonnes m 1978 In contrast, reorganization of hot rollmg oapaoity

- . d;d not keep . pace mth the -economic downturn a,nd some exceas persists' S

‘ ,the restruoturing process will ’cherefore have. ’so cron'l;:mne. :

'At f:.rst s1ght 11: might seem that modernizatlon a.nd ra;b:tonaliza‘tion of

the Ccmmum.ty steel :.nd.ustry proceed.ed at a slowez' pace in 1979 and

'1980 than in the “$wo- prev:.ous years. But firms bave at leas‘b oonsolldated
'bheir pos:.t:.on in bra.nches vhere they en;oy more favourablq conditions.

" For. instance, the share of tota.l output accounted for by spec:l.al '
: " s'teels rose from 9 5% in 1974 t0 15. 5% in 1979.. :

~:De5p:|.‘ae ‘these a.dva.nces, problems rema.m a.nd it mll only be possible

- _;to define them a.ccurately when a thorough s*budy ha.s ‘been oarmed out .
‘ ‘Awrbh the industry on ac'tua.l produotion capa,oities at. the warks, product

by product. R

o Although restructurlng appears to have come to a hal‘b the fac'b 1s tha‘h :

5 progress is.still belng made, but for Boo:.a.l and political reasons it

,-'The Commission is press:.ng on with i'hs endeavours to. ensure that proper‘ e

. . ‘tends to. be somewha’t sporadic. .

Restruetur:.ng rema,:l.ns 'bhe main ob,]ectlve of the ant:.-cr:.s:.s mea.sures.

attempts are made tp a'h‘ha:n the objec‘t:.ve, desprbe the fapt tha:b some

S "undertakmgs w:Lll aga:.n be faced wrbh ca.sh_flow problems. Before the

" end of the year the Comm:.ssn.on is to send the Council a full report

 stesl mdustry.

on restructur:.ng and the a,ttaz nmen‘b of ‘hhe General Ob,)eotivea, supplemented

by a detamleci survey of the appl:.catlon of the rules on a:s.ds to the

A

,,,,,,,,,
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Restructuring aid under the ECSC budget is granted in the fom of interest :
subsid:.es both for investment pro:;eets and for conversion in. depressed ‘

T S AT PR AT

81‘388. -

M 3L,
i

3. ,-sociai policy

. he main features of. the Comm.ssion's sooiel pol:.cy under the m&

-

;! ‘l‘reaty ares

(i) aid grarrted under Art:.ole 56. to help redeploy workers;

(11) the f:.nanc:l.ng of researoh pro,}eots on oooupational safety
under Art:.ole 55, : :

. (iii) the gra.rrting-of 1ow—interest loans from own funds under Article 54

to.promot'e\wor‘kers', housing. ‘ -

Actions’ planned for 1981 in connection with redeployment, soc:.a,l ‘research
: - and housing will continue on the basis of the principles previously ’
' a.pplz.ed by the Commlsslon and oxrhlined in Chapter II. Consequently .
the developments desez"lbed below cover only. the soc:.a.l aid envisaged
to help allev:.ate the effeots of ‘the crisis.

stressed in th:.s connectmn that 'the cost of the

es approved in 1980 under Article 56(2)(b) for execution '
Member’ Sta.tes ‘and

However, it must 'be

redeployment measur

; within the framework of 'b11atera,1 agreements between the
- the or 15 million EUA more .than the
amount eamarked for this purpose 1n the 1980 ECSC budgete. The 15 million EUA
arged. to the 1981 budget, along with the

Community amounts to 82 million EUA,

shortfall will therefore have to be ch

appropria,tlons needed for (f‘urther) redeployment.
figures proposed on page 27j the 75 million EUA entered in the 1981 ECSC budget '

will only cover. redeployment measures under existing agreements between

Member Sta.tes and the Comm:.ss:.on. "

This sum is included in the

-The above measures m.ll be eupplemented 'by those provided for i'n the Commiseion's

Omlmmlca.tlon to the Coun011 on the sooxa.l aspects of restmeturing in the

 gteel vindnstry.

e R e s R a3 TeT

SRR SNSRI S SR EHAY Cait
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- I't m‘ll be remembered tha:b ‘on 4 May 19']9 the Commisaxon gsent a Comnniestion
to the Comncil om ihe social aspects of restrnctur:.ng in the steel iudustry, .
ntﬁ.nc out fouwr ‘emporary neu:ﬁ-“ e &uiﬂ ﬁul wrhu-u o .

- allowances for early retirement from the a.ge of 55, or even 'below for

' certain categories of workers; ‘
= an allowance for reductmna in worhng hours (shor‘b—ftime working) to allow

\the losg of ao‘bs to be staggered;

- a,llcwa.ncas far changes in shift pattarns,

- a.llwances for redwtions in overtime.

- In the light of its asaes:sment ©of the situa:tion on the steel ms.rket, and i.n
. view of: its proposa.l to 1mke Article 58, the conmissi.on in‘benda for the -
 present to limit its intmentions ‘bo. ‘ : :

. = retirement allowances; .
o short~tize working allowances.

'The Commuswn is mzrrently canmderzng apphca.t:.tms for both ‘types of allowance. - “

* The Com:.ssmn considers “that ESC aid for early retiramem schemes and shor'b- L
- time working should be granted under bilateral agreements with %he Hember '

s  States concerned, - It would apply for -three years + Allowances for short-ti.me

S ‘work:.ng, however, shonld be 1m11:ed t0. the period f‘or vﬂuch Article 58 of
“: +he ECSC T:rea:ty is apphed. : i

R On the bas:.s of these. comsiderat:.ons and in vz.ew of the current apphcatzons,

it will be necessary to emer an appropriation under Che.pter 54 on the basis -

.. of Article 235 and to make a transfer from the general budge't to the ECSC -
~ budget in ordem to meet expendlture for 1981. AP o

. "These measureé' are '-currentiy under. discussion in the Council in;cozmect'ion: T
~. with the package of social measures; 4he Council. is due to take & decision

~ on 24 November. k ' ‘

- The Commission iviil thenxconﬁiﬁer -the resulting budgetary ;impiioa;tiomb. o
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4 Financi'a‘;lﬂggt-ivi’aiesa o

’ market .

'In 1979 ECSC financial aofivity continued %o satisfy the strong demand

1

ECSC Fmanc:.al Report No 25 summa.rizes the Conmrunlty‘s ’borrow:mg and 1ending )
in’ 1979 a.nd sets out sta.tzs’c:.os analysing and eompa.ring activities since
1954. 'I‘he Community's 'bala.noe sheet a8 at 3 Deoember 1979 appea,rs in =
Annex C to this alde—memoire. L '

Borrow1ngs cont‘raoted 1n 19"{9 tota.lled 837 mlllion EUA compared with

4 069 million EUA in- 1978 729 m:.ll:.on EUA in 1977, 656 million BUA in 19’76
and 731 million Em in 1975./ : Loans pa.id out in the same pemods

tota.lled 676 milllon ElA compared w:.th 798 millzon EUA, 742 million EUA,

1 064 million EUA and 805 million EIIA. . As in the prev1ous year, some .
sums- 'borrowed notably in &nss fra,nos, ‘were not for on~lending but .to
repay prev:.ous sums - borrowed at higher rates, the benefit being passed on
%o the underta.kmgs wh:.ch ha.d recelved Icans from these 'borrowed funds.

For the first tme the ECSC floa‘bed a dolla.r loa.n on the Tokyo market

for publlc su'bscr:.ptlon a.nd also at the sa.me time on the Euro—dollar :

Industrial 1oa,ms:1 amounted ’co 595 m‘\i:l']\.'ion EUA'compared with 667 million EUA
in 1978 and 713 million EUA in 1977, conversion loans2 to 59 million EUA

 .compared with 113’ mlllon and. 16 ' million EUA, and subsidized howaing -

-

1oans3 to‘22\m11110n EUA compared with 18 million and 12 million EUA.

Total borrowz.ng and lendmg since the moept:.on of 'l:he ECSC is thus

brought up to 6 256 milllon EUA and 6 076 million EUA respectlvely
(including 227 mllllon EUA in loans from own funds). ~The balance -
outstanding at 31 Decem'ber 1979 was 4 675 milllon EUA of which

2 512 million EUA' fall due ,fo}r redemptlon hetween 1980 and 1984.

from undertakings wishing to modernize or restruoture, not only in the ‘

steel industry but also to: a 1arge -extent in the coal industry, wh1ch

received loans tota.lling 238 million EUA in 1979 compared with
263 million EUA . 1n 1978 217 mlllion EUA in 1977 and 180 mllhon EUA in
1976. V

2Art101e 54 ECSC. - e
Article 56 ECSC. et B '
3ECSC special reserve fu.nds. o
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. At 15 Septem’ber 1980 loans ra,ised totalled 829 million EUA and loans pald

out ‘706 @illien mh ma- 'Balmee mﬁm.naia; e 36 Jms 1980. vias
5 000 millmn EUA.

The' ECSC has contmued to obtam favourabla terms on the ca.pital ma.rket a.nd
- has- auccessfully developed a polz.oy of prmva.te 1oa.ns when condit:.ons on '
’fl;he open- market were unfa.voura.blec ECSG issues are’ a.lso favoura'bly

quoted on tﬁe séconda.ry bond ma.rkejh. '

It is olea.r from outsta.ndmg appln.ca.tn.ons for oonversmon 1oa.ns from the
“coal mdustry +that ECSC borrowing and 1end1ng activity is. 11kely to '
g'con'tmue at a high level in the coming months., ‘

' ‘It is dlff;cul‘b for the moment to give a prec:.se estimate of the 1981
posit:.on since borrowing operations a.re oarried out solely in response to
loan apphca,tions which are not ‘always su'bmltted very far a.head ~Also,
certa.:m appllca.tmns sometines awamt settlement for a 1ong time on accoun't

of par‘ncular cond:Lt 1ons 1mposed by xmderta.kmgs in respect of currenc:.es '

) o rates.

| At the end of August 1980 ‘total loan appllca.t:.ons approved by . the
: Qomm:,sszon bu‘b awa.ltmg settlement amounted to 2 051 million EUA for 'the N
l . ECSC industries.- (Artlc le 54) and 306 null:.on EUA for converslon ~ .
f ‘(Article 56) ' Apphcat:.ons being prooessed amount to 1 973 millzon EUA
' or the ECSC industries and 147 m11110n EUA for conversmn. ‘The =~ -
‘g-epa.yment period concerned by some of the applica:t:.ons ‘received extends
;;ver several years. - : - ; BT
'Ho‘wever, a general est :.ma.te of the 1ikely trend :m 1oan a.pplicatmns ma.y 'be
:.nferred from the planned mvestments in the Commmxty coal industrys ove:r
: ,1 500 million EUA in 1980 and in 1981 as a.gamert the 1 167 m:.llion EUA

g ':mvested m 1979.

,Investmen'b in the stegel mdustry, wh:.ch dropped to 2 OOO fiillion EUA in ‘
1978 and 1979, has 'been plckmg up again this year.

’It can thus be envisaged tha;h borrcw:.ngs made by the EGSC oould a.mount 'to
.between 1000 and 1 500 mllion EUA in 1981 if marl;et conditzons work to
the advantage of the undertakxngs oonce:med. o
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C. | FINANCIAL CONTEXT v:;1'f:’/\~j i

"All the m:-t ﬁmu given in this udi-uﬂmei:‘o are omuna m Turopesn

Umts of Account. Since 1976 the ECSC operational 'budget has been drawn up
“and mplemented in ESJA and, begimnng this year, the claims and commltments

under the budget and the relevan‘b contracts are denomlnated and settled in

the sa.me unrbs of acoount.

ﬁowevar, the Comm:'.ssion feels that ‘foliowi'ng the en‘hry into force of the

an.de-mémo:.re .

European Monetary System based on the ECU, which is defined. :m terms of

the same Jbasket of . Commum.‘by currencies as the EUA, the unit of account - .
used 1n the ECSC should,be ‘changed from the EUA to the ECU. 4 éraft decision
to th:Ls effect has been transmitted to 'l:he ‘bedies concerned and, assuming
that a decision is ta.ken before 'hhe end of 1980 'bhe ECSC opera.tional budget
and the scale of levies will henceforth be adopted in ECU. Ae the two uniis
of accou.nt are def:.nsd in:aterms of the same basket o:t’ Commum.ty currencies,

“the- changeover would not neoessitate any oha.nges to the fxgu.res in this

1

‘ ‘W;bh regard ’so the assessment of 'the draft 1980 budge‘b the 1‘186 in prices

remazns an essentzal factor in the final comparison be'bween $he financial

| years 1980 and 1981. It may ’be a.ssumed tha.'t the price rise between the two '

years will be grea:ber tha.n 12%

* The main fznanc:.al problem 1nvolved :m draw:.ng up the ECSC budget for 1981

remains the problem of balancing 'hhe budget at a tme when industry, notably"

the Commumty iron and steel 1ndustry,,is enoounter:.ng gerious- diffz.culties.

The a.ppcroa.oh a.dopted for 1 980 env:.saged uszng special resources +to eover two

\intervent:.ons spec:.fmally l:.nked to stmotural reform in the iron mrd o' enl

- !industry.

- a.1<1 in 'l:he form of intereet re‘ba'bes for oonversion loa.ns ‘would 'be met by

‘an’ a.d hoe contribution f‘rom the Member S'te'bes,

,

Teau(79)723 final, 10 December 1979; Opimion of Parliament dated 23 May 1980

0J No C 147, 16 June 1980 PDe 135-6.
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- fhe ﬁiOposéa new; temporary s;soia.l meaéures far ét-eel‘(wdrkers\wonld be
' covered by the gemral ’budget (Gha;p‘ter 54) P

" The remaimng f:.nancmg req'ulremen'ts under the 1980 opera.tional budget will o
“be met from ordinary resources, the Commission having deoided, with the '
"approva.l of Parliament, to 1ncrease the rate of levy from 0.29% to 0.31%

rAf"ber lengthy negot:a:tions +the Member Sta.tes a.greed on an a.d hoc contrlbut:.on
“of 28 m:.ll:r.on EHA towards interest rebates for conversion loans, &8s agaimst o
" the 43 m11110n nm rec[uasted. 'l‘he Commmsion believes that it can lmrb v
' comnitments for 1980 to 28.5 million HUA (of whioh 0.5 million EUA will be
"met by ordi.nary resoux-ces) by strictly apply:.ng {the relevant cr:.ter:.a and /
regeonng appl:.ca.tionss totalling about 10 million EUA and by carrying ove;r
o the 1981 f‘ina.noml yea.r admz.ss:fble applications amounting to at . least
3.5 million F.UA. A 1,he f:.nancing requlraments origznally estinmted for
1980 amounted to 52 lelion EUA, there is no avoiding the coneluslon that
"~ the @enwal slowdown *Ln eoonomic activity has ‘been reflected by a drop in
“the expected rate of ';ob—genera‘king investment.

" Under these clrcumstancas the Comm:l.ss:.on has no’s requested amr e.ddrtiona]
'contr:.bution for 1 980. :

' The present jsituation as regards temporary social measures has ‘been described o

. earlier (I.B.3). On the financial side, the Commission is ‘upholding its.
/.proposal that expend:. ture should be met from the general budget. It has,,

however, revised its proposal for a decision to this effect (COM(80)134 1’1na1,

| 25 March 1980), putmwula.rly in the lig,ht of & number of suggastz.ons madta ;:.n
' Parliament. As regards the possibllrty of other means of f:.na.nce, the

Commission notes ‘with regret that, despite Parliament 's suppor-t ite prolbsal X
‘that ECSC cus*boms duties should go to the Community is still 'blocked. by tha T

’/o‘qgections\ on 1ega1 and bu@gaetary : grounds of eye_;mm'bar of Membar. States. .

'The Commission'e proposa.ls with rega.rd to the bala,nce of the 1981 operating
,budget are set out :u: Chapter III of 'l;lcu.s aideu-memo:.re.

;o
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[I. ANALYSIS OF RBCXJIRDWI‘S REPOHTED m RESOURCES AVAILA.BLE F‘OR 'I'qE
FINANCIAL YFAR. 1981 \

' ‘I‘b.is chapter fi'rat of all g:lves a detailed account of the two factms ,
,'traditmnaily 'ta,ken into account by 'the Compission in ‘determining the

© lewy ra.te on wh:u.cb to ‘base the Draft Bud.ge'b for the next fzna.nr-ma.l year,

"namely expec'bed requirements and 'the estma‘bed yield from resou::ces.

Arfticle 49 of ‘the ECSC Trea,’cy anpowers the Gommissxon ‘to procure the

funds needed o pursue the activities se’c out in that Treaty by mposlng :

\ 'levies on 'bhe prod.uotion of coal and steelg 'mese levies are assessed_

a.rmually on the varioua products according to their average va.lue, 'bu%, )
L pursuant ‘to Articls 50, ‘i;he rate thereof may ‘not exceed 1% unless

- prmously authonzed 'by the Cmmcil. S

To. fix ‘th:.s rate it is first of all necessary to estimate requiran(mts,
" then 'bo consider how ra.r "bhese may be covered from 'budgetazv resources

- \qther than t\he‘rleviesv, mmely,t}:g interest on investmenta,and, on loans -
' ,' financed out of own funds and cancellations of provisionss The amount

which will have 't\of be cWered by the. 1evies can then be de‘termined. N

Next, 'the 11ke1y yield from the 1evies is calcula.ted on the basis of & .
prelminary and thus sometimes unavoida'bly inaccura.te - estimate of

' the a.veratge values bf the various products, and in the light of the

estima.tes (also somewha.t tentative) of the volume of oru‘tput dunng 'l:he

yeare The pro’ba.ble levy yiald is f:.rst expressed as the estima'ted y:.eld»

: ,‘”,from a rate of 0.01%. .

These.&re'the 'tw"o maih gluné&xts-descri'bed‘ _‘:!/.hthisw'ohapfer.

S

B i S
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provided by %he present rate,
Yo .ah.;- g-gu.a or ;a“;..g, /{ﬁ.i quention 1is. ﬁhe‘hlsd& in c‘izap'eer ITTe

The nert stage is *o detemme 'tl*

forgo satisfying the remrmentg ..nioh exceed the rescurces
,/-r cenverse]y, how far the rate must

. ey’ nt to which the Ct:mmuni‘by muat ’& -

: 'I‘he following presentatj 4 of requiremen’ca reported and foreseea.‘ble Ll
resources is modelled fm the systematic a.na.lysa,a of the da.‘ba. for the
~various budget headmgs in the General Budget, set . out in Part II of
- the General Intre: action to the Preliminary Draft Budget, As with the
‘ General ‘Budget. this presenta.t:.on lists sepa.ra.tely the main. features of

each heading (legal basis and descripbion of ‘the 'operation, type and
'breakdown of expendi ture, axpla.nation) Three categories of expend,itux'

_* are unavoidable, in that they derive from dec isions alrea.dy 'ta.ken R .
R (administrat::.ve expenditure:, a.id to colung cnal and coke for the. steel
C industry) or from framework agreemen‘tst wrbh the Mem'ber States (on aids RS

. to resettlement). To gzve a clear p:.cture, 1he explanat:torr for
" expenditure whioh is not unavoid.a'ble (reseaarc,h and interest relief pants)

is more deta,iled than for “bhe other chaptersg Tie

.I_'\‘_EEUIRM"PS REPOR,TELDYFOR 3281 o

o le Ordinary requirements

CHAPTER B 1: ADMINISTRATIVE EXPENDITURE

le ’Legai‘basis and description of ope:batipn

f Legal basls'

“‘..Article 50 of the BISC Treaty, B )
= Article 20 of the Merger Treaty; o 2

- Cou.ncil Deoision of 21 Novem'ber 1977 (OJ No L 306, 30 November 1977, p.28)

- - ECSC contri‘but:.on ‘to the Commj.ssion‘a a,dminiatra.tive expendihzre.

2a ‘I‘ype and ‘breakdown of expend:.ture

| Annual lump-aum pa,yment in four equal qua.rterly 1nstalments. '

3. Explemation - | |
. The Council has ‘aet" the annual amount of ‘the 1ump—sum payment at 5 m EUA.
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1. Legal basis and desoription of operation
| i ( \vLegal basie:, -
- Artioles 50 a.nd 56 of - the ECSC Trca.ty, L

- B;la.teral agreements concluded 'between the H:lgh Authority/
Commiesion and the Governments of the Member Sta.tes.

'rhe -High Anthorit“y/commiseion‘ provi'glee n‘on-'-repa.yable aid 'towardei

i
' _74 (i) the payment of 'tideover allowances to workere-

: 4 cEen (ii) the payment of resettlement allowances to workers, ‘

AL : (:lii) the ﬁnancing of voca.tiona.l retrazmng for workers having
5 S o ohange their employment. \ ' :

In some cases, the tideover allowanee is replaced 'by a con‘tribntion
corresponding to the cost of a bridging—pension schene. '

The grant of the aid is condit:.onal upon payment 'by the State concerned
of a special con‘tri’butzon of not 1ees the.n the amount of tha.t aid,
unless an’ exception ie authorized 'by 'the Oouncil, act:lng by a two-thirde

ma.aonty.
2. _‘I_“gg: e _and 'breakdovin of e‘xé enditure\ E

'Creation of a pronelon 'to su’bs:uhze, by means of a 50',’6 reim‘bursement,
expendrture incurred. 'by the Governments wi‘bhin the eoope of the
'agreements signed. : : ’
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The breskdown by industry and by oountry of the requirements
. .from the data provided by the Covernments is as follows:

a8 sstimated

m EXJA '

- country N “oon1 ?:eel and. . fé-ﬁal ’p"‘e: country |
Geraany | 25 ool | onns
 Belgium . 50 5.0 00
| erance 12.0 60 TR
I,,m B e s 3 .f_‘_

Ita.ly - o 3.0 3.0 ‘

Luxembourg - ‘ R ; 5'9 5.0 T

Netherlands b S35 35 g

Enited Kinglon 6.5 1-’5;5_‘.“'_7 | 2o A

'tha.l per industry 26.0 " 49.0 SRR >f7,5;9

3 Exglanatioﬂ

' The coal - industry's requirements are more or 1ess on a par wrbh those estimated for

© The social reper cussions of fhe ;resent situation remain difficult 'to
predict, of course, and the forward figures, which are in principlc

~

1980, mainly as.a result of the progress being made in reorganizing

the industry. E

‘I'he reduction in

y employment in the iron and steal :Lndnstry is estmated at several

,tens of thousands of workera.

'based on the pohcy now in force, are therefore no more than tentatiw.

On. the other hand, requzrements in the iron and steel
‘industry contimxe to be at a high level, oving to the gradua.l
rationalizing and restructuring of the irdusiry.
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' Legal basis:

J';igé‘;i

’1 Legal bas;s and descr1pt1on of operat1on

Articles 50 and 55 of the ECSC Treaty.

The High Anthority/bommiESion is required to encourage technical and

assent.

2. gige and breakdown4of eggenditure

..'economic research into the pro&uction<and -increased use of coal and
~ steel and occupational safety in the coal and steel industries. -
‘this end it grants aid to finance research after receiving the- Council's

To

‘Creation of prcv1sione to cover part—eubsidies whioh take the form of

the repayment of a8 proportion of the ‘actual costs of research pro;ects

procedures prov1ded for in the Treaty,

Council's assent.

N

The applications'can be broken down as follows: -

",approved by the High Anthority/bcmmiesion in accordance with the

G these cover, in particular, the
| '1  consultation of the ECSC Consultative Commitiee and the receipt of the
In most casee, the aid granted amounts to 60% of

'~ the estimated and aubstantiated oosts. : '

m EUA

' Heading l

-

, Sector L Aidrrequested
3 Steel - . .7 o ss
32 | e .. s
3,3 . . Social amd medical L 12 .
. . : - TOTAL

99
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Steel research

. The. ooonomie roooolion which set in around 1975 is u& the o0t of tho orilio _
- currently racking the Communlty steel industry, a crisis which has revealed

major structural weaknesses arlslng from serious overcapacity,' The situation

has been further aggravated by the fact that a number of developing countries
- are mdustmallzmg rapldly and have given top priority to the estabhahmen‘b of

~"(:he:.r own steel mdustry. S v _ o C L -

'I'he Jap'anese response 1o the receesion was to in‘brodﬁce '.coet-aev'ing echemes and'
new technologzes as rapldly as possible, while the United. States closed tiown
' ‘.plant as a way of balanc:.ng supply and demand. Not \only has the reachon in
- Burope been slower tha.n elsewhere, but also, over 1.he 1ast few decades, the
. decisions of the vast ma30r1 ty of the Commumty's iron and eteel producers has
b{een cond:;honed by flnanoia.l conmder_a‘hons and an expand:.ng ma.jrket., As &

- . result insuffieient attention has been paid to ‘teckhnologicaly developnent in

costs)

| “the Community steel industry. -

The three main input ?ai*ainetere entering into steel production costs e're raw .

'ma'beria.le, labour and energy, each of whlch aooounts for appronmately 30% of -
-the {otal. Although there are only slight differences in input costs from one.
'.'1ndustriahzed country to another, productmn costs for one tonne of European
steel are 32% higher than those for one tonne of J’a,panese steel. Some 75%
' of the difference between European a,nd J’apanese plgiron productlon coete can
‘?_ be attributed to higher energy consumption in Europe, 7% to higher pr:_._ces\; e,
for raw ma.terlals and 7% to higher labour costs. . ;rapan's"lead is cleariy |
due not 80 much to lower input costs, although this does play :a role, but more .
‘,_','to higher- product:.v:Lty per manpower unit (as opposed to lower labour. costs)
and to more. effic:.ent utilization of energy (rather than to lower energy

' The Community steel industry must be able to compete. teehnologlcally if- 1‘&

is to remam v1ab1e. Over the next “ten years emphasis must be placed on

'puttlng right pas‘t mistakes. This calls for technological mprovements to A

ensure that the Community iron a.nd steel mduetry can remain competitive
and keep pa.ce with concurrent .advances made by it competitors _abroad. ,
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‘One of the pr;me objectzves W111 be to supplement the reorganlzatlon and

'modernlzatzon programmes ourrently in operatien with research and development,

work ‘on improvod produotion methedn, mhe-o efforts should foous on mnking

- optlmum use of energy ard developing more advanced produotion ‘methods and

technology in whloh labour costs will aocount for a smaller proportion of

‘the total. -

[4

_ But the R&D work cannot be confihe& tokproduotioh methods alone. Pressure

from dynamic industrles has led to increaeing use of steel substitutes. The

 1jCommun1ty steel industry must not forget that quallty, soph1stlcatlon,‘

' effloiency and: marketlng should play a key role. in its efforts +to stop the

rot and in its plans to corner the new markete opened up by the development

 of new technologies in oertaln industries.

‘R&D will therefore have to operate on two fronts if it : 19 to. prov1de adequate o

_support for the raiionallzation and reorganization programmes currently

under way. .

;fThe’ECSC steel prograime can make a major contribution to the axtainment of

‘_ithe 301ni ‘research obgeotlves hy prov1ding further support for a number of

y 301nt programmes 1n key areas. Past progeote in such fields as oontlnuous

~ caStlng, alternative forms of energy, and the complex problems attach1ng

' to maritime structures have showed that thls type of" Communlty action is

‘not only along the right lines but is also effective and of general benefit. =

 Concentration of effort is an essent1a1 prerequlslte for efficient use of

' the available financlal resources with'a view to meeting the teohnologioal
ff»needs of the steel 1ndustry throughoux the Commnnity. ;
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* Coal r'esea:rch' :

Prices f‘or petroleum products have been ns:mg stead:.ly and there are no

mmed:.ate prospects of th:us stopping.

‘ Accordmgly, both the European Councll meeting in Vemce and the summ.t
meetzng of the 1ndustr1a11zed countries recommended cuts in o0il impor’ca,

~ the. m‘troduction of energy-saving schemes ‘and the development of: alternat:we

' sources of energy ooupled wrbh intens:.fied use of eoal for power

;o

: genera.tion and in 1ndustry.

‘The comm1ssion to0’ has ﬁ-equently nade its mewpoint clear, most recently

' in its new med ium-term guidelines for technwal coal resea.rch* It feels - -

~ that research is one way of improving the posrtlon of the Community coa.l
;b,f,;_;znduatry. But desplte the progress. made, the 1ndustry continues to ,
;-{encounter many. grave d:.fﬁcult:.es due to labour. pro'blems, the diversiﬂcation

- . and ezhanstlon of coal seams the mcrea.sing depth of the worklngs and so

c :'»the mines which in turn, will help increase yield.

Kon. . . . ; g . ‘; - , o o N \‘ .
- Today mining engineering research is concentrating on the' wimning of coal,
' roadway drivage, outbye opera'bions undergmund, measures to combat f:.redamp ‘
: a.nd, f:.nally, rock pressure. Progress 15 also be:.ng made 1n the a.pphcation -
o of. modern management techniques a.a.med at more rational organiza‘bion of |

¥07 Wo CO4, 17 April 1980. .
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Research a.nd developmant work has alac 'boon stopped.) up in the f:xeld of
produot traatmon’c in prepa.ra'b:lon pla,nta, where the rapid spread of

, modern ,methods and a.utoma.tlon has ‘assumed major’ importa.nce for the

. industry. - | L ' . - '

av ~ Since coking pia.rits are among ‘the coal industry's main customers much
‘kresea.rch has been devoted to. 1ncreaSing the yield and capacity of coking '
\plants R ’co 1mprov1ng the quality of steel plant coke -and to ta.okling the.
~ associated environmental problems. : '
Finally, product upgré.ding and. research info‘new methods of donvertihg '

- golid fuels m‘ho hyd.roca:rbons are. highly relevant in the present energy o

L
i
S
i

situation. N TR

' The 1981 ECSC coal research ﬁrogz-ainme‘ivill'-cover, tllie" following\kto'pics‘: V'

L Mining engineering ; '

o 'Deve'lc.)pm.ent ﬁdrk R

- Flredamp, vent11a1:10n e.nd rock pressure '
- Wmnlng and worklng . ’
- VOutbye operations imderground

. - Modern ma.nagement techniques.r ‘

‘Cdval‘ beneficiation
- Prepa.ra:bmn of coal

- Coklng ' , : ,
- Physical and chemwal upgrad:.ng and. underwater methods.


User
Rectangle

User
Rectangle


L el

‘Social research . S T

Y

The broad lines of social ressarch in 1981 are met: out below..
: Two. new research prégrammes will be launched during the year.

(1) the fourth programme on ergonomics, which was- approved on
3 September 1980. .A total of 13 million EUA has been earmarked
for this prograume, which will run for five years. It follows
on. from earlier prog,rammes on ergonom:ws and will concentrate

~on developmg Ways of puttmg previous f1nd1ngs to pra.ctica.l use.

-~(1i) the programme on the control of air pollutlon in ECSC plants, ‘
whzch has been in preparatlon throughout 1980.

- The mining safety programme w111 enter its fma,l yea:r m 1981. ‘Since

\  further research is urgently needed in this sector, in 1980 *bhe Commiss;.on
' decided to prepare a second programme to ta.ke over from the fu‘st one at
-bhe end of 1981. ‘

So bfar there is no social rqsearoh departmentlspecializihg in 'sé,fe'l;y in -

'the steel nldustry. This. réae’aréh is concerned more with é.ccident

E 'prevention than with meda.cal or ergonom;e resea.rch which is covered 'by the

- above programmes. : ' ‘ ‘ :

:: : Steel producers 1n the Gommum.ty have asked tha.t appropriations R
e made ava:.lable in 1981 to make good this shortcommg and provide for N
approprlate research 1n'to ways of improving accident prevention in steelwor

‘I'here are plans %o make a start on this work in 1981.
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Thxs researnh woul& aLsL 'aela Loglcal extensxen of the work of tha
uenera¢ Ccmm{ss*on on Sa*ety and Health in the Tron and Steel &aiumﬁry,

which, until now, has aimed ab prov1&1ng a Torum in whlch exper 8 can

dlscuss thelr expﬁrxences with a view to furtherlng occupatlonal safety.

To sum up, the ELSC social research programme for 1981 w111 cover the{
followlng topics. f,k ; ‘\2

— air pollution in ECSC plants

- ergonomics ‘ o :

- mine safety

‘-f industrial health in aoal mlnes

% pollution control in the steel 1ndustry
- safety 1n the steel 1ndustry.
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, CHAPTER B 4: ATDS IN THE FORM OF INTEREST RELIEF GRANTS
. CR L RS ,

1. Legal basis and ‘de:scriptio,ri of the operation

legal basis: Articles-54 (investment) and 56 (-redevelopment ) éf, the ECSC .

 Treaty, and Decisioms of the High Authority/Commission. =

The ECSC may use its dﬁh‘res’oﬁi‘ces to, prbvide intereét relief on certa;in‘ '
types of loan. The relief is calculated in EUA at a rate and. for a term
fized by the Commission. It currently sta,nds at 3% over five years. '

2. Me and breakdown of requirements

Prov:.slon f‘or offsettmg part of the- mterest due on loa.ns dis'bursed 'by the

- ECSC, in accordance w:.th the contra.cts drawn up between the Comm:.sszon and

the beneficiaries. -

[N

The estimates as regards applications break down as follows: -

" mEUA .

| o ERI N A:Lds applied |
‘Head:;.n‘g K Sector | for -
B.4e1 | Investment 9
Bfe2 | - Conversion . 45
ToTAL | . 64

. @ lanation

ECSC loans with interest relief are the principal fihanciai . instrumanté»‘ .
for promotmg priority 1nvestments, partlcularly those connected with

creating 30bs for former. ECSC workers and- mth meeting the req\nrements

of the coal arnd steel 1ndustr1es.'._

] P
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In the investment field, the chief aim of loans with intereet relief is
* the structural improvement end ratxonalization of the ECSC industries. '
The crlteria for grantlng relief are as follows'~ .

(1) environment': interest relief only for exceptienally heaxy
‘capital expenditure on existing plant, and for pilot schemes
in new plen_t\((}d No C 146, 25 November 1974), ‘

[(ii) research and training centres, and the elimination of
' | bottlenecks: relief in the latter sector has been limited
to,iniestﬁent to remedy the shortage of coking coal
(0J ¥o C 73, 18 June 1.970),‘ :
(iii) ‘stebilization of coal production: reiief is limited
%o investment in shafts, underground workings and
-haulage and«w1nd1ng equipuent (0J No C 79, 29 March 1980);

(iv) restructuring. interest relief may be granted for those

' A investments that are of greateet value for restructurxng the
| ’Communxty iron and steel industry and re-eetabliehing its
4 longrterm competitiveness (OJ No C 174, 22 July 1977)

However, the reqﬁiremente reeorded for 1981 relate solely to the criteria
published in 1970 (13 million EUA) and 1980 (6 million EUA). In an
~attempt to cut back spend1ng to an absolute minimum the Comm1831on hae

- decided not to grant interest relief for restructuring the 1ron and steel
 industry in 1981 for the reasons set out in Chapter III.
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Redevelopment

‘aaawa;ewam ;am BEY mwrma, o Tizne or pu:om ﬁoé!.u vmtdh tmur&go
' '1mres1:ments creating new Jobs in reglons hit by decllmng employment in the

‘coal and steel mdustrlezs.

‘}.‘he guldellnes drawn up by the Comm1551on for gra,nting these loans a:re :
published in 03' No C 178 27 July 19717. '.f'hey have since 'been changed.

- slightly ( OJ Yo C 82, 29 March 1979, p. 8) to tighten up the rules for

global loans, which have proved a very effectwe gob crea*bzon z,nstrument.

,The maxlmum loan eligible for 1nterest relief at the moment is 20 000 EUA
per new Jo'b.‘ When recrul’clng, the reclplents gnne pr:.ority to fomer ECSC

~ workers .
N VA

B This programme is des1gned to help prmde gobs for workers formerly ,
engaged in the Commmu’t;y 's iron and steel or coai industries and thereby to
 meet oné of the Commission's basic pfohgatlons ‘under Article 56(2a) of the
EGSC Trepty. o _‘ . ST RaR

& *
. , M
. .

i 'In 198'1 - as in prevmus years - prmnty will have to he given to the o
redevel@ment ‘8till. neeé‘.ed in the steel nmdustrs. , . “

Cs

S

‘I’he Comm:;ssmn is workxng a.long the same .Llnes as the centra.l and regmnal
authomfles in the Member Sta:bes. I‘t has e‘bepped up the mmber of 1
redevelopnent 1oans granted ‘from nine (elght dn‘ect and one global) in

1977 t0.25 (nineteen dlrect and six global) 1n 1979. A total of 23 loans
(fzfteen du'ect ani eight . g}.o'bal) were approved. durwg the first seven months.
of 1980.

*

/ But desprte these efforis there is'a 1ong way to goe The number of' 30‘”05

: lost in the Connnunﬁy is still hlgl. Present estlmates suggest that some.
150 000 Jobs will be lost in 1980 as a result of redevelopaent in the steel :
1ndnstry, about a thlrd of them belng in the ‘United Kingdom.

¢
1)
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Consequently, whlle it is appreclated that there are 1im1ts {0 what
the Commismion oan do in the way ot rodnwlcpmant. 1% should in prau'ﬁim
be posszble, given the magnltude of the problem, for the Communlty to
. grant loans {o prov1de 1% OOO replaoement Jobs in 1981.' in order to
;reach this modest—target loans would have to total 300 m EUA, with

| 1nterest rellef grants amountlng 10 45 o EUA.,

" CHAPTER 3_5-- ATDS UNDER ARTICLE 95 .OF THE ECSC TREATY (COKING COAL
AND COKE FOR THE STEEL INDUSTRY)

1) Legal baSis'and'descriptidﬁ of the operation’

Legal basis;

i

(i) Artlcle 95 of the ECSC Treaty, :

(41) High Authorlty/bomm1851on Decision 73/@87/@030 of 15 July 1973
(OJ Yo L 259, 15 September 1973), as last amended by
‘Decision 3058/79/Ecsc of 19 December 1979 (OJ No L 344,

31 December 1979) \

The. ECSC makes & lump—sum contrzbutlon to- a spec1a1 fund, admlnlstered
by the Comm1831on, for Sub81dlzlhg 1ntna-Commun1ty sales of Communlty
coking coal 1niended.for the 1ron and steel 1ndustry. The fund is
\flnanced by the“ﬂbmmunlty, the Mbmber States and the steel 1ndustry.

2) Type and breakdown of requlremente

Provlslon for a 1ump—sum contrlbutlon of 6 ‘m EUA to the fund (the ECSC

b'annual contrlbutlon)

~Commun1ty aad may be granted in respect of a maximum amount of

47 m EUA, correspondlng to’ 15 mllllon tonnes of coklng coal per annum.
If trade drops below the 15 mllllcn tonne llmlt, the subsmdles requxred
will be reduced ‘and w111 be drawn flrst from the Communlty's contrmbutlon
and the 23 m EUA contrlbuted by the steel 1ndustry and then from the '

24 m EUA pand in by the MEmber States.“'
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3) “:\Dlanatlov’) ; . . : - | - ‘; R
“' The aim of the eeeex!ﬂ “pystem of aid b ae&&ng ooal m& uxs, n‘b up
'pursuan.. to Dec:.SJ.on 73/287/ECSC of 15 July 1973, 13 to he]p maintam
product:.on of blas a-furnace coal for the Comm mrty's :ron é.nd steel .
industry, and also to ena’nle the coa.l and the coke der:wed therefrom G

;to be - sold at prlces ref lectmg world market prices.

The Conmission feels that certain productmn capacities should be ;

. ; ma:.ntalned in this ssector, as well as the requzsrte 1a'bour force- 'I:o
work them as efflclently as iaoes1b1e, a.nd that it is ‘therefore necessary
to have an aid system which ta.kes accoun't of the fact that 'the questxon cL
- of COmmumty cokmg coal production concerns, all tha Member S'ta'tes. :
» ‘Under the aid system,, .alds to productmn and sales in the producer ’
‘ country are flnanced by that country, aids to 1ntra-00mmun1ty sales
are ﬁnanced at Comxmm:xty level the cos'!; 'belng shared ’by the steel

. 1ndustry, the Member States a:nd ‘the EGSC. ’

2 Recmirements not entered in 'the 'budget' ‘loans fOrb financingf
e . subs;dlzed hous:mg R o ‘

.~

. 4In addrb:.en te the requlrements to be flna.nced. 'by non-repayable grante
~ from the year's resources, there is. the ECSC. housmg su’osidy echeme,

- 'whzch has been in operation eince 1955. R e

";'--'.%'Forecasts for’ t}us progra.mme are included in thls a:.de-mémo:tre 'to eomplete
: i';the picture of all EGC 1ntervent10ns for Parhament and the consul‘ba.tive

E 'jcommttee. For ease of understanding, the presentation follows the

ey ass:.gn:mg to the houmng programmes the funds from *the "speclal

tsm analyncal format as for’ the requzrements a.lready described.

,1) Legal basis and descnptlon of the operation

"'Legal ba.s:Ls. Artlcle 54 a.nd Decislons of the H:.gh Authority/Commes:.en

. - ‘reserve™ constltuted by mteres*t from investments and from loa:ne . |

.

" against own funds. )

“EGSC interventmn takes the form ef"'.reduCed-intemst loans,*'a.nd
~ eases the.cost of financing hous:.ng by adding 'the 'funds lent by the
L Cmmmmity 'bo resources prov:xded nationally. ‘

v - P
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 iSrant of,lon term 1p 1nterest—rate loens to the responslble natlonal
: bodies;‘ | | | .

’ The Comm1831on D90181on of 29 June 1979 on . the nxnth aub51d1zed ’
housing programme (1979-83; allocates the sum of 0 m EUA for

the first phase of the’ programme (1979—81), which averages cut at »
10 m EUA a year. . An addltlonal one m11110n EUA‘has, however, been
(“alloéated for\1981 to cover any- ad&itmonal requlrements such as those.

~ which might arise as a result of Greek accessxon to the Community on

1 January 1981.

" 3) Ezglahation" a ":fA-.‘

AThls scheme is 1ntended to subsld1ze the follow:ng progectsf

‘(i)*‘hous1ng l1nked with industrial reorganizatzon in the traditional:'

‘steel centres and in those coalfzelds where productlon is

to e 1ncreased-

‘(ii) “housing for labour transferred to the new coastal steelwoxks,

(iii) spacific selutions for migrant workers, employees with speczal R

" gkills’ and persons employed in arduous tasks,'

(iv) housxng to -‘be modernlzed as part of urban renewal in steel

‘and mlnlng d1str1cts.

L The scheme is both 1n the 1nterest “of workers, since it allev1ates
the effects of price lncreases and hlgh 1nterest rates, ‘and of .

) beneflt to the 1ndustry, since it fac111tates reorganization.

' The number of dwelllngs sub31dlzed by»means of EGSC loans at
1 January 1980 stood at 165 511. : . . S
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3.‘ Snmnam df'requifemehtsfepoi'ted T

e 'Potal reqmrements repor"‘"erd therefere amm% 19 249 n EUA te be finamad i
.- under the sperational ’budge-k, plus 1% m EUA in the form of 'oezmms.ao

- loans a:t low interest rates for the ‘bnilding of su‘bsi&i.zed, housing. 'I‘ha
: *‘g:‘figures for requirements reported a.re swmna.'vized in Annex D, in the
. ) : ’ -
= L=

' B. ORDINARY msomcgs AVATLABLE

,/ 1. Resaurces fer the finanozal year

| CHAPIER R 1i CENRRAL RESOURCES R
. EMER1I Lm | B At AN
" le Legal basis and &escrigﬁiag

 Legal basis:

- Ar‘kicles 49 w& 50 af' -t;he EGSG ‘I‘ree;&y

|« Decisions 2/52 and 3/52 of 23 December 19526 - .

: fj*rhe levies are e&lcmia"ae& on. 'the basis of a fixed- scale per témie sﬂziéh i.s
. Gecided ocach finmcia} year by the High kufhar:t‘ty/cmnsion and publiched

:‘9 R the Ofricisl Journsl.

: Lev:r resources are the sums wing, an& dmly establishesi, in the fm d’
{IMGS p&ﬁblé on cmtpu% in the 1981 ﬁmneial year and e&lcaimod aﬁ t’ﬁa
usis af the proﬁmion &wimﬁms ma&e by the mdeﬁakim ' '

, 3*3 I ‘éi ,
... The Ia’ee@t estim’ﬁw of the averaga values whieh serve w ﬁw ‘w&h fé? _
’;v_fwimlaﬁng the leyies suggest that the ﬁm&s far the 1981 financial m,
° which relate to the refermee perio& from 1 July 1979 to 3& June 1980, wni :
. ‘kusem‘l% higher in -Eha m& 04' coal and xﬁoughiy &%fw %ed thm the
ifigurés for 1980, E o | s

R }‘.% should be na’w& tharb -thew is an &wwﬁ.;’bie wgiu of mm&n‘&y in

‘these figures; this is because the departments concemeé are not ya-& in
paﬁsesﬁim of all. the requisite &&ta, and fo‘reczsting m*ﬁ&ueftiﬁa in -
present wanam@c é@ndium is v@ry xmemaim ,
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: ,Tonna.ge su'baec'h to the levy, and y1.e1d from a rate of levy of 0,0l%
e e Pred‘ﬁ.ﬁ'ﬁ!.ﬁh forecasts tne levy
.H“W ‘ .+ | on whigh the. 1@1}‘3‘ ie poingt
T T T - calculated - S Voo
‘ S | million tonnes nm EUA'
Brown coa.l”nriquettesv'a'nd ‘
4 semi—coke‘derived from ',brown‘ . o : o ,
{eoal R 0 e 0.02
Hard coa.l of all ca:begora.es e 199.6. 1,04
- Coa.l-tota.l S - 1,06
|Pig iron other than that used. L |
for ma.lc:.ng :Lngots ' [ I Y SR | 0.05‘
Steel in ‘ingo,'bs e 180 . 2.09
- F:nushed produc-l;s T Lo ,,’99;0 | . _ 0.70
‘ Steel tota.ly B R ; 2,84 .
GRANDTO‘I‘AL B 13.90°
TITLER 1423 Iri‘bér‘est: \oiher headingg -
g _1. Legal basis and descnp'b:l.on -
Resources der:.v:mg from :mcome on . 1nvestmen‘bs and on loans agalnst .
; non—borrowed funds wz.ll ‘be de‘b’emned when the Comm1ss1on adopts the
3 “balance sheet at 31 Deoem'ber 1980. Under its Declsn.on of 30 Apr:.l 1975,
the Commssion enters in 'l;he budge‘b the 1n’terest a.valla'ble from the previous '
.f:.nancla.l year.
. 2. Tv'peand'brea.kdown I S

A breakdown of foreca.s'b reswces based’ pn the 1a’test estima.tes is

given belows

~
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-

Cmitles | . Headimg . . mEA
IR -1'.25 | ixrteresfa on- investments and 1oa.ns, - . - i
i . | egainst non—'borrowed funds - - B A @40“ N R
~ R 1.3 | Fines and late paymgn_t surcharges - - | = token entry|
R 1.4 | Miscellaneous Tevemue : 'tokén*ex‘i‘bzy :

3. Explenstion

e ‘The ﬁgure for in'tereS't revenue is 'based on an estima:be of the
_resources ‘which the Commission will be in a posi'tion to releue when ‘
it adoptis 'the 'ba.lance sheet at 31 I)ecen'ber 1980. ’

CHAPTER R 2’- GANCELLATIONS CE!‘ CMEW’I‘S WHIGH HILL PROBABLY NOT -
BE DIPLFMEN‘I‘ED ‘

1{ Legal ‘basié and déséripfibn

. "The pravialons created in response to Cmission aid- decisions mzst 'be
given tangible form within a rea.sonable per:.od of time by the contracting :
- .of legal comitments. : N :

“The Commission'a Internal Rules. for “the d.rammg up a-nd :hnplementa.‘cion i
o of the Ecsc operational budget therefore provi&e 'tha:t in the exce;p‘tional
= event of undne delay at this stage 'the provisions vn.ll be ca.ncelled. B

;7. The Rulas also provide tha‘b once a.11 pe.:-'hes have discba.rged their ‘ .
o‘bligations und.er the legal emmi‘tmen‘t, any remaining pa.rt of the prwi.si.on
’ will likewise ‘be cancelled. ’ ‘
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- CHAPTER R 4°~— UNUSED REchRCEs-FRcM THE FINANCIAL YEAR 1950
.- This chapier, showing = {cken entxry®, prmdes for any balancs
b, remaimng from- the funds of the previous financial year i:o e entered &8

L ..44 S

The amounts ‘bhua *eleased becoms a.val}.able e.ga:m a.s Tesources for the

~

cunent fz.na.ncia.l year. S AT o *

2. Nature and br eab)dow’n‘ _ , \ o

Save in the aaxcep'z:wnal cases where d@cis:x.ons on the eamarkn.ng o* i .mds
a.re not fol‘lawed up m:thin a rea.sona’b'ze period of 't:.me by leg&
commitment s g.nJ canceha'!;mn of ea.:marked “w)&s rormally indicotes

coaplete disc"xarge ef the contract, agrfzed with the contrae%;i_&z,g PEL L,

, concemede.

‘The estima:ba of 2m EUA shown in- this chaptcx ela'i;es, in ess&me? to
_sancel’a:*ionn of allooations for resettlemen‘t alde Only a Holcury eniry .
~ would be needed for the other 1tems» which m:x.ghﬁb be invelived {cancellaiions

of balances remaining in respect o‘f"-c‘on'tracts which,hav‘e‘b%en performed i

full, delayed legal commitments, eice)s

-

3. Erola.nation

It is dlfflcult to estime,te 'the rate of ca.ncella;hicn in respect of
resettlement programmes, as it de:pemd.s on the negotzat;ons to e held _
~with the governments concerned. ‘The estimated figure of 2 w EUA is based

on an average rate for 1981.

- CHAPTER R 3 - HEVALUATTON OF ASSETS AND LIABILITIES o
‘This chap‘te,., shoving a "'bc:‘»fem en‘try" is provided to recerd “he net

J effect of changes in rates of convers:.on durlng the :um PLEL FeEre

resmzrces for the current financial yéa.r-
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o 2« - Govering of feguiremefizﬁ;s no‘t,sn*f:ered»in‘ the budget

" Provision has bees wsle for tbs foliowing resouroes 46 ouver
‘ requiranents for tkw construction of su“bsidized hrm.s:.ng.

- répaymezité on ‘ea:rl-ieixf 193&15, (8 mHEIIA); I

- = & part of the special reserve and of the former EGSC pension fund
(3 m EUA). S o BN -
The allocat...cn to the qpec:z.a.l reserve of thez addrkional resources

requ:.red. will be conf1rmed when the (‘ommiss:i on. adopts the ‘balanoe
sheet at 31 Decem‘ber 1980. o L

b. : 3; ; ,Su;mnar,y of fpos&;i'ble ordinai;y résaurCes available for 198'1\‘ B ‘
: The estmates of “ra.dmicnal resources otherr 'than 1eviea ammmt to -
42 m EUA (1n‘terest availsble = 40 m EUAj oancella‘tionsn 2 m EUA)e
~As the yield from a levy rate of O.Dl‘,”o has been est:.ma.ted at 3.9 m EUA,
the yield o'b‘ta.ined from levmes can be estma’ced at 120 mEUA on 'the

Ty ’be.sis of the current ra:hee of 0.31%s The total" ordinamy resources -

) ava:.la‘ble for 1981, assuming that the levy ra.te remains \mchanged,
~im estima.tad at 16 m EUA, The esﬂmated resources are snmmarized m

\Annex D in the seciwn ‘on "resources.
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”III. ”nhAFT 2981‘OPERAmiNévauDGET" o (*i‘7l BN

‘A COMMISSION APDROACH

-‘I‘he thmk:mg behmu the Commlssa.on's approa.ch is descmbed below.

Apar‘b from a spec:.a.1 arrangemen‘b fo*' us:z.ng 'the general budgét to flnamc:@
»exceptlonal bocu-h requirements gene*"ted bv res+ructur1ng in the iron

- and steel z.ndustry, the Commission has no mtentmn of using special
flnanclng arzangemen'ts wnder the 1981 ECSC Budge‘b, in partxcutar,‘ it doec '
~not intend 'ho ask' the Mem'ber Sta'tes for speclal con+r1bu+1ons. - This is
not ‘because an 1ncrease 1n ECSC :f"unds is not des.,.ra.ule or nece@qary, but-
beca.usse the mcrease S0 far obta:c.ned by this means (28 mllllon EUA per
year) has not been adequa‘l;e to Justlfy con"t:.nued recourse to whal 1s

in ’“: hgx t ast analysis an: -L;mqrt hodox -and A,h.a;z-.ajndous _procédure. .

;Thls belng 50, and s:.nce apnllcat:.ons Ior a.ssmtance from ‘the 1981 Budget
-are more “than 54% in excess of the funds ava.:.lable (assumln.g an 'anchanged :
0. 31% ra‘te of levy), the Comm1ss1on does not feel that it can propose a
reduced rate, even though it is awa:r'e 'bha't those, contmbutlng would like .

S it to do so in v1ew of 1he Dresent clrcumstance Howcavem while the
"‘lev;y' 1n questlon is an addlhlonal bv;rden on :E'lrms at & time wheu many of

~ them are experlenc.bng sermuS fzna:ac:.al dlff:.cultles, the fact remains
that thns tax of qmte marg-mat voLume prov1des " the ECSC with the

B means 1;0 finance: a whole range of essen'blal‘operarbmnal aid =schenmes ,

~ whlch all beneflt Yflrms and Workers in the coal and steel 1m.u:fcmes.‘

What is more, the Instr(:u‘bion’s financial aculvrbles, and particularly

its credlt ra'blng on the money marke'ts, depend 1nter alia on 11;s con‘blnued

power to raise’ taxes. oo

Although the Commission regérdé any reduction in the rate of levy as )
-irreconcilable with_its‘ prbvyen financial requfs;.rement‘s, nevertheless it
agrees'_tha‘t_ there is no justifica'h‘ion’for' increasing it. |

‘ Consequently, allocations for operatﬁon‘al assistance in 1981 wi“l“i be
kept m*bh:m the bounds of the. amoun*b available on the basis of the preseni )
. rate, i.e. 162 million EUA (see II.: ,3 above).
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' (a.)"hot‘al resources amount ;t:o 162 miliion BEUA;

- .the selec'bion of recz.plen‘ts.

S
o -n'g; 'l

B FINANCI_NE PROPOSALS

A ‘bmakd,m of -iho comzuesiion'l pr@paaa.iu omom!.ng -hhq 19‘33, cpmum

'budget is given in Ammex D and has been arr:.ved at as i‘ollows. o

('b) 'irreducihle ,requj.'rmerits ’*jbo'bal 86 million E’UA, v:i;'z»: N

e 5 m:.llion EUA to cover ad.m:.m.s*bra‘h.ve expem.ses, fn.xed. at this
level pursuan‘t to the Merger ‘I‘rea:ty, GO :

. 75 million EUA‘fbyf way bf resettlement aid.u;ﬁder the ourrent
'bilaterfal agr-.eemoanjhs between A'bhe Cdmmimity a.nd.:"'bhe,qu'ber ;Staflqejs;

e 6 mn.llion EUA 'by Wa,y of aid. for cokmg coal and steel plant coke,’
pursua.nt to a de« is:.on 'haken u.nder Art:.cle 95 of' ‘the E?.SC ’I‘reaty,_‘_i.“

(c) a mlmnmm a.llocat:.on to the same va.lue as in 1980 - 44 m:.lllon BUA —

o should be set aside for aid for resea.rch, wh.ich is a tra.dit:.onal aid
measure. provided. for in- the Treaty and fa.vourably rega.rded on all

s:.des.

I‘h follows 'bha.'b the 'baLance availa:ble for flnanc:l.ng Ainterest. su'bsidiea :

'tota.ls 32 mz.ll:.on EUA, The Cozmn:.ssmon is. aware- of the need, in the - °

‘presen'l: c:.rmzmsta.nces, to give pmon'ty o resettlemen‘b a:.d desz.gned 'I:o
) ,,oreate jobs in- areas in ‘which the ECSC industnes are: decl:ming and ha.s

therefore geared its aid pol: cy towards res‘bmcturing J.nvestmen'bs
(Ar‘bicle 54 of the ECSC Treaty). Considera.'ble progress now ‘appears to

~have been made w:.th restmctur:.ng measures, and this ha,s pushea. up the e

estimated budge'ba.ry expenditure for 1980 (Atmex B)e Now that this stage

e has been comple'ted, it is no longer poss:.‘ble to prov1de assistance on a
o 1a:rge sca.le from the 1nev1'ta.'b1y slender ca.sh Tesources availa‘ble for the-
- ,pm'pose without 'm.nm.ng the rn.sk of becom:.ng frankly d:.scnmna.tory i.n »

/
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'Thls belng S0, the Comzissa;en ha,s deaiéed to fergo 'this type of aid

in 1981 pre*’erﬁng te confine. Mtemst« ;uﬁsfdﬁs‘ on investment .

by ESC u.ndertakmgs to ‘cases involvlng the s‘l:a'b:.l:.za'bion of coal
product:.on and cases covered by the cri‘hema drawn up in 1970 a.nd

1974 (nota’bly to encoura,ge 1nves*tmen'bs designed to remedy the short:ge \
of coking coal), ‘and -then only as fa.r as”funds. a.llom .

The Commission 'bherefore proposes .'&Q.a,l'loca‘be 25 million EUA to
conversion aid and T million EUA to aid to investuents.

To conclude, the uommn.ssion propoSes to a,dop'ted the 1981 ECSC opera'blng
'tmdget tote.llmg 162 mn,ll:.cm EUA, 'brok:en down as shown :m Annex De

-

Consmently, it sprepo‘ses: 'h‘o' mainta;in the TZO. 31% ,'A:Vca,'be- of f'Levyg
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* The Commission's drafi budget of 162 million EUA-is set out in Annex D.
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Informatlon relatlna to levnes

, The latest avallahle 1r;ormaxxon on productlon and the Ievy yxeld for
408 pupTeny ﬂmmanl ywr in ﬂ.wn 'ﬁﬁlﬁﬂ ‘ '

riod fro‘m‘ Janu'

4o .Juné 19

Prodﬁétioﬁ rserviﬁg

T ‘ as e basis for the Levy :1,e;l.d-
Produoct calculation of ihe o
: C o levy in m EUA
in'million tonnes '
Brown-coal briquettes’ L .
- a.nd semi—coke A L 2.2 . 0e2
, ..All types of ha.rd ooal . "98‘.6 - ' 1'3.8',‘
Total for coal . 14.0
hg iron other than that requ.ired : AR : .
’_V"for the ma.nufacture of :mgots 2.2 0.8 -
‘ste'el irigbts, . 6640 32.4
' Finished products - 51.0 1.2
“Total for steel . 44 .4
(GRAND TOTAL 5844
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§ ‘ ;7~.';> 55 ’:—’T i

" CONTROL OF ECSC ACTIVITIES  AmmexE

-

In paragra;)h 16 of-the Resolution of 22 May 1980 on the disc«hargo %o e
o given to the Commission in respect of the ECSC's financial and budgetary
’ activ:.ties for the finam:ial year 1977, Par]iment asked the comisaitm
%0 sufbmit a rsport on e comept of oon%.rol and how 4t conld be mrciseﬂ”

' in the- area eavamd by the ECSC Treaty. This is the Commission's repl;r %o o

: .',tha.t request, it sets out to throw some ligh*t on the 1931513.‘:19:1 cm‘entl;r in
foz‘ca in 'tiua fialﬁ. _ ‘ S : o

“ (3) 0021‘___9_92* Of confrolr .

Since ECSC adxninistra:hve e:mazxiitum ﬁaﬁ 1mped 'bcgether with the
adm:.nis*trative expsnditure of the other Camnnities nndcr Article 20 of :
the M’erger ’Preaty, it has of course been sub,ject to the same s:aditing

o measures as the rest of the general budget. There is tharefore 0o med

T ;the Court of suditors.. At the same time the Trea:ty of Paria places the S
LT ‘responsi’oilzty for establishing. adeqnata :urbemal audi.ting pmednmg on the

- 'hndgata.ry eontrol praceélﬂrcs a;pplisd previmly. ,

f",toranyapecialmarkshers. ) A

' ' ‘ : S A
. .&ﬁ for the EOSC's cther activ:.ties, the ’I‘reaty of 22 July 19?5 amen&ing B "‘ S
* certain financial provisions of the Treaties estgblishing the Buropean commtiﬁ N
assigned the extema’l audit functions provided for by the ﬂ'reaty of Paria to. S s

 shoulders of the High mhomty/f:mission. On 2 A:u,gast 1976 the Comissima
~ therefore adopted its internal rules for the drawing up and hplaucnta:tﬁ.on -
~ of the qpemting bndge‘t of ma ECSC, msoliaating and m;lmntm tm ‘

&t:?_egngl"m;lt R

\ .

" The Ccmm15510n nads its views on extemal auditing clea;r to Pa;riianent on .

" 22 May 1980, at the plenary debste on the discharge for the 1977 fingncial
. yaa.r.' Speaking for the Cosmxssion Mr ‘i‘u,gemha’t said 'that the mlas and o
. practices which h$ been developad over ‘the years, wi*thﬁ.n the gamral frmemrk

" of the ’I‘rea;ty of. Pam.s and with the full support of Parlimens‘:, proved ad
ef"eutzve means of aud,e.‘tingo Any formal revision of the Treaty of Paris,
seeling fo remodel the erternal anditing prosedures on the lines of the |
EEC Troaty, would be hn‘“h retrogmaae and a mistake.
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*He acknowledged that the powers engoyed By the Court in the EGSG domein )
‘ were rather’ dlffereni from those accorded to 1t 1n other fields. Uhder'
l;lthe ECSC Treaty the - Court of Audltors d1d not have the rlght {0 carry out\

< autonomous in situ visits in Member Stetes, nor did Parllament have the

;,rlght to give\a dlscharge for the implementatlon of the ECSC operating

, budget.

©Mr Tugendhat went, on t0 say thax practlcal arrangements had by 1977
,produced a form of audit which- 1ncluded in situ checks and, at the time,

. was felt to be- enxirely sailsfactory. “He recalled that in the debate

‘on the 1976 discharge in December .1977 both Parllament, through

- Mr Bangemann, and the Commission had expressed ‘the hope that. the
" gtyle of work and the practlces~developed by the audit auihority would

';serve as’ a model for the future. ~ ’
The 1mportant p01nt was that the powera bestcwed on the COurt by the
 Treaty of July 1975 were v1rtually 1dent1cal w1th those prev1ously ‘ o
o enJoyed by the ECSC Audltor. The. practlce followed by the ECSC’ Aud1tor
v;ax thax time was that ‘he particlpated in checks organlzed in situ .

by the Commlss1on. ‘ Thls practlce had been oompletely abandoned by the

. Court. -of Audltore.

jTﬁe Commiesion would be‘glad to- pick up the threads and to fecilitete

_ the partxclpatlon of officers of the Court in external audit v181ts
_arranged by 1ts staff.v

,Asvfar as Parlzament's 1nvolvement was concerned the Comm1531on had
'accepted the claim of/Parllament to grant its discharge for the

flnanclal management -of the ECSC and Par11ament had been exercising

“this right. since 1976. As a result the powers enjoyed by Parliament 1nf
this domain were 1dent1cal w1th those exercised under the Treaty of Rome~
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-57-

L In'herna.l audlt

‘As rega.rds operatmg e:xpendlture, the Paris ‘I‘reaty did not endow 'bha _
S TECSC with tradltlona.l budgetary structures and procedures in -the classzcal, .
ii.e. sta.ndard, universa.l and a.nmxa.l, mould. SR e S S

bl

g :,’The ECSC's fmano:Lal acblvnles can be dlv:.ded in‘bo two ma.'}Or 5901"01'8’

the first — the borrowmg and lending serv:.ce - 1s admin:xstered in
- accordance wrhh normal banking pra.c‘t:.ce, while the second =~ the grant:.ng
of financial a.:uis - 1s dealt with Ly the admznlstrative dapartmants o:t‘ f
the commn.ss:x.on, no-tahl,y, as regards fmamc:xal ma:b'bers, ly one of the o
: departments of ‘the Dlreutora.te-(}eneral for Budgets.  As the title . -
“opera-bmg budge-t of the ECSC" suggests, the Dn.r'ectorato-ceneral for .Bmigeis
khas ‘chosen to su‘cm:.t the flgures as 1n'herna.1 estmates. . R IR

3

&

.From -l;he earl:.est days of the ECSC ws budget, which is conf:med 1:0 a:Ld

' "Aflnanced from revenue from 1ev:Les and interest payments, has been ﬂ.ramn

up ‘and :mplemented by a number of different dapar’bments in accordance

- with ad hgg decisions taken by the High Au'hhorlty. The declslon of

o2 Augus-t 1976 co*qsol:x_dated and supplemented all prevmus prac't::.ces in
- the "internal rules fo*- ‘the drawing up and mple-mentatlori of the operat:.ng
: budge't of" the EC3C". . While ma.lntalmng ‘the BCSC's f:.nancla.l a.utononw,
- fhese mues took over the essentlals o:E‘ the general budgetary pr:.nc:.ples ‘
of 'bhe F:Lna;nczal ‘Reglation which governs 'the general budge'h., - '

Neeiless to say, in add ition to the :mternal aud:x.tlng carrled. ou't 'und.er

o the ! J.mrarnal rules™, | fcne 'In.ml'ted staff of the Comm:.ss:l.on depa.rtments

responsible for J.mplvmantatlon of‘ the’ opera.t:mg budget carry out as k,,"
pany irspections ( noluding in sitw visits) as they can in order to énsure
«"'!:ha:b theu' area is we” mcvna.ged. Comments on these checks, J.ncludlng

thaw ‘E”V’X"led out 1:{{ ‘.Le serv:ce responsn.ble ‘for inspecting the lmes,

_ a.rn W*c,o*’“ded in the repoz-'bs in 'the external avdxtor's notebooks. '
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(b) Audltln&methods ) N <

f/mhe preserds ai*hm'hien oan ba smiud a8 n‘.‘e!.lewa

The Fmanc:.a.l Controller has $o- author:.ze in advance all propusals for
commitment a.nd subsequent paymen*b from the ECSC opera‘t.s.ng budget.

' 'Responsibz.hty for eyternal aud.‘z.t:.ng of the granting of a:.d and the relea.se ~
‘ of resources accru:.ng from lew.es liee with the Court of Auch.tors. . ’

This ‘g-iveS‘ Pa.rliaméi 5 every guara.ri’bee tha.t it in 'tum will be able to
exercise the rights bestowed upon.. it and come to a fully 1ni‘ormed.
Judgment of the dlscharge to be granted 1o the ngh Au'hhorlty.

There are two basic method;s of controlling the HSC's finaneia.l activities,
\ (1) The Cour‘b of Aud:.'bors keeps a perma.nent wa’cch on f‘:.na.nc:.al opera.tlons.
. rece:.ves a.ll the reqm.srbe accounts and has perma,nent access

| to all the Commsez.on's files. It has the right to a.ceompany. the

' ’V‘C,ommissienk officia}.g on an&"inspect'ien visit it wi.shes.

ts of Tevenue and expenditure
Aud:.tor (up to 1976) and by
1977 and 1978). Vhat. is

se. documents have been

The ECSC's balance sheets and sfateme
. were sub,)ect to endorsement by the EC
the Court of Auditors (fina,ncz.al year

more, comments a,nd observatlons on th

publlshed every year, in the EX}SC Au 'tor' 8 report for the years ° :
" up to 1976 and in an Annex to. the Annual Report. on the Overall
‘Pinancial Sit wation of the ECSC in 1977. Detailed accounts of
indiﬁdua,l opera’g.ions.’and -general oonclusions have a.lse;been
" published. I LT ' |

(4i) The Commission thought it would be wise if, from 1978 omvards, a
- ‘fJ.rm of a,ccountants of mterna.t:.onal repvcte Were 4o audit its
- accounts in the way that, :E'or example, the Eur ropean Investment Ba.nlc '
does now. It has every :.xrbentlon of pursu.ng this policy in the
f;na.nc:.al years to come.

’l‘he Gomm:.ss:uon feels that, 1ea.ving aszde the problems caused by etaff ‘
shorta.ges, the forego:mg ‘measures provide an a.dequa'tc mee_n..s of menit: w‘.mg
the ECSCYs budgetary and. fn.na.neia,l aotiv:x.ties. S o
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