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- 7 AIDE - MEMOIRE

, on the fixing of the ECSC levy rate and on the
‘establishment of the ECSC operating budget for 1982

N

It is onstmr& for the views of Parliament to be sought before
the Commission takes a decision on the levy rate and the ECSC
operating budget for the financial year 1982,

' This aide-mémoire forms the basis for the consultation of
Parliament, It is divided into the following chapters:

I. General introdmotion, .
II. Analysi.s of requiremente reported and resources availahi§
for 1982,

}
'

'1II1. Draft operating budget.

Specific factors affecting the covering of budgetary requirements
for 1982 are described in Chapter III. |

'

b - ® . &

/

' The aide-mémoire is also being sent to the EGSC Consultative cou'mitt.ee’
for information. . :



I. GENERAL INFORMATION

This Chapter summarizes the information needed to set the draft ECSC
operating budget for 1982 in its economic, political and financial context.

A. ECONOMIC CONTEXT

1. The economic outlook for 1981 and 1982

‘The cyclical downswing in the Community econoulies, which started at the;
beginning of 1980, continued until the first quarter of 1981, Sinqe
then, the deterioration in the business situation has halted, a® the
results of indusirial surveys have shown. However, a number of
donstraints,; in particular the continuing high level of‘ interest rates
resulting from the monetary policieé pursued in the United Sta.tes,
have contimued to affect business in the Member States. As a inoééréte
recovéry is_;xot expected until the autwmn, the Community's grés
domestioc product in real terms is expected to di'op by around 0.5%
‘between 1980 and 1981, compared with growth of 1.1% in 1980 (see table
overleaf), |

The sharp deterioration in the labour market observed throughout lasi
year has continued in 1981, Whereas unemployment‘ wé,s just over the ,
six-million mark at the end of 1979, it passed 7 mill‘ion" in the summer
of 1980 to reach 9 million a yea.r later (seasonally adjusted figures). .

The rise in ﬂimporti prices ~ caused by the appreciation of the dollar =
‘and the upward thrust of wage costs, largely the resuli of diminishing
productivity geins, combined to produce an excessive 'rate of ihflation
in the Community. Despite the slowdownﬁexpected in %he second half

of the year, the consumer price deflator is likely to rise by 11 5% in’
1981, againgt’ 11.9% in 1980, Wide divergencieé are still observed
belween the ﬁember States,

The deteriofa’_sion in the balance of paﬁxents on current account which
began at the end of 1978 was reversed at *he beginning of 1981, following
' a more favourable trend in the woiume of trade. However, the depreciation
of the Community currenciss has continued to produce such an adverse
movement in the terms of trade that the current-account deficit for the
Community as a whole, which was already running at 28,3 billion ECU in.
1980, i§ likely to increase still furthers '

!
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The autlook for 1982 is unprediotable in the extrems, If the

. international cli.na.te improves and there is an appreoia,‘nle drop in

, .- the rate of inflation, the récovery in demand and production which
looks set to begin towards the end of 1981 oould continue and even
‘gather a little momentum over the next year. However, qurrent
forecasts show that the expected recovery will be limiteds Real GDP
growth will remain below the notonti.al rate of growth (estimated at
around 2.5% ), and disparities will persist between Member .
States. Lasting economic recovery:and an improvement in the labour
sitnation depend on several fa.ctors, foremost amongst which is a -

" more mpm readjustment of economio strucotures, '

. The following ts’ble shows the growth in gross domestic product in
real terms in the Community from 1979 to 1981,

!
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2 Outlook,for the cecal industry

Demand for coal in the Community is likely to fall slightly in 1981
in comparison with 1980, This drop will, however, be smaller than
for other primary energy sources,

This is most noticeable in the use of coal in power ata.tions. In the .
United Kingdom, consumption of other primary mergy sources is a.lready
at a minimxm, so that any reduction in electricity generation leads

to a corrésponding reduction in coal consumption. In France, the

growth in the use of nuclear energy is eating into the share engoyed
by coale.

In the s‘tgei industry, demend for coke has peaked, leading to a
slight fall in the demand for coal by c,oking plants.

In o‘ther industries, the effects -~ am yet limited = of the moves %o
convert hea.ting installa:tiona to coal-firing have been offset by the
general reduction in economio activity over recent months,

However, industrial production seems to have bottomed out in the
 first half of 1981, after falling steadily for 15 months, and same
gigns of recovery are starting to appear., If this continues, it could
lead to demand for coal picking up again in 1982.

- On the supply side, the investment programmes which coal producers

' brought. in some years ago, higher productivity and the maintenance of
national sﬁbsidieg to collieries have made it possible since 1979 to .
reverse the earlier decline in Community production; the level is now
around 245‘ million tonnes, to which must be added a certain volume of - .
coal recovered from tip~heaps., Indicziions at present are that
Comm;zn:ity production could reach a similar level in 1982,

Over the same perzod, imports from non-»-man‘ber countries shot up from
59 m11110n tonnes in 1979 to 74 willion tonnes in 1980; this is not
likely to be exceeded in 1981, mainly because of difficulties
eiperiencéd by several exporting countries,
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With the supply of coal inoreasing, and overall demand in the
| Community levelling off over the last two years the stocks of
. coal and ‘ooke held by Community prod.ucers have risen from

39 million tomnes at the end of 1979 to 56 million tomes at the ‘
' end of May. 1981, an all~time record’ for the Community.

Prices of Con;muni'éy coals are continuing to r'i;s;a, in line with
production costs and in parallel with the mominal riie in world
enorgi prices, Since world coals prices are usually expréased in -

US dollars, the sirong appreciation of the dollar against Earopean
currencies since the 'beginning of 1981 has meant that comunity coals

have 'been distinc'tly more conpe‘titive in relation 'l:o imported coals.
r

- 3+ Prospecis in the iron and steel indust;x

"\

In 1980 total Gommunity orude steel output was 127.7 million tonnes, '
12.5 millien tommes (9%)down on 1979, giving a capacity utilization
' rate of 63%, as against nearly 69% in 1979, Demand stdrted to fall

" off halfway through the year and declined more rapidly in the fourth
quarter, when production was 19% below the level in the fourth '
quarter of 19793 . this was due to a severe fecesgion in steel-consuming
. ‘industries coupled with heavy destoolyng. Steel exports to non-member

' countries also fell in 1980, ‘

In the early months of this year, activity in steel~consuming
‘industries continued to slow down, but the rate of destocking slaokened.,
and then the situation levelled off in most Canmmity oo\mtr:i.es around
the middle of the year., This, coupled with a d.rop in steel imports
'from‘ non;qnem'ber countries and the normal seasonal fluctuations, led

%o a slight expension of eutput from the low base at the end of 1980.



Nevertheless, output in the first/nine months of 1981 was only

‘93 million tonnes, distinctly less than for the corresponding period in 1980

(99 million tonnes). Demand for steel is expected to pick up slightly in

. $he Jlast -quarter, -emeept in the eonstruction induatry,‘amﬂato%;l Ateel
productlon in 1981 is -estimated at around 125 million. tonnes, a ‘drop of 2% -
~on 1980 and_almost J1% on 1979. So despite the cutback in capacity from
202 5 million tonnes in 1980 to 197.9 million tonnes 1n 1981, thare is no
-improvement in the utilization rate.

To ensure comparah1lity, all the figures just quoted are for the Community
. of Nine, ~Fbr the Ten, output in 1981 will be of the order of
" 126 million tonnes.

Steel prices on the COmmﬁnity market fell sharply around the middle of 1980,
but this movement. was halted by the quota system which the Commission
introduced in:October of that year. By September 1981, prices had been -
‘restored ‘to the.same level as in spring 1980, but they remain well below
prlcea charged on the .domestic markets in the United States and Jespan, and
- further .quarterly inoreases will be needed to offset the unremitting rise
. in costs add to enable steel firms to start operating at a profit again.

The economic outlock for 1982 is uncertain, but, it iszpossiblepthat the
+Commupity will .see a. slight recovery. However, the\main‘étéeliconsuming.
‘sector ~ fixed .capital investments in equipment, machinery, buildings and
~vehicles - lopks scarcely set for rapid or«substaniialwreco;ery, save in

J . the area of inwestments linked to energy production. Growth.iq demandvfor
.8teel will therefore be moderate, perhapé in the order of 3 .or 4% avér the
1981 figure.. Any improvement in the extermal trade balance for steel
 producte will be slight and total steel production for the Community of Ten
.in 1982 could be 131 million tommes. | o -
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B.. POLICY CONTEXT
Tlie general objed*léiv.es of the ECSC are determined for all time b&.Artioles 1
to/ 5.0of the Treaty of Paris. '

‘For both coal and steel, the Commission at intervals presents general

objectives or guidelines bearing on the i"uture “development of the ECSC
industries. Coal is also one of thé particular items covered by general
papers put out by the Commission on the subJect of* Community energy polioy.

.The medmm-term guidelines for both. coal and steel also cover manpower

quest;ona, thus indicating the context surrounding the various social :
policy activities in which the COmmission/High' Authoz/'ity'engages pursuant

- to the Treaty. In iwo anfmal reports — the Report on the Results of tﬁe,

Survey on Investment in the Community Coal and Steel Indt;strj and the

‘Financial Report on ECSC Financial Ac'l:i\%ity'-? the ECSC publishes facts .
' and figures on the recent and foreseeable trend of investmen'ts and, what the .

Community is doing to finance them. 4’.‘

The following remarks are not intended to take the place éf the data in

“those reports, but are simply concerned with-certain ;c'ey poizrtaf or recent

developments which the Commission wants to highlight in establishing its
draft ECSC operating budget for 1981. The industries themselves, the

*ECSC'B social policy and financial éctivity in the budgetary year are dealt

with in turn.

1. Coal policy gg'délines

Comm:.ssion measures under the energy policy are prédicated as always on
the need to reduce dependence on imported oil. In 1980,\the Council set

the Community'l energy policy ob;jectives for 1990 as follows:

~ share of oil‘in prima.ry energy consumption to be cut to 40% (from 52%
in 1980), o ’ ) C



- 1] -

- share of coal and muclear energy in electricity generation to@be.
raised to 70 or 75% (from 60% in 1980); ‘

- the ratio between growth of energy nseds and economic growth to be
brought down to at least T:10;

-~ renewable- energy sources to be developed;

- oonaumerpprices to reflect the situation oh world markets and*thg coe?
of developing new. energy sources. ' ‘

¥

. The succes% of the‘Commuﬁity in pursuing these objéctivee depends largely

on the‘plaﬁSibility of the assumptions underlying national enérgy programﬁes
as regards: future muclear dépabity and' the feasibility of the ciangedver; |
from o0il to coal in power stations and industry in general and all the other
necessary investments. ‘

The main investment projects in coal mines are concerned with maintaining

extraction capacities, boosting productivity and cutting operating costs.

Investment is indispensable fhéoughout the coal chain -~ in infrastructure -
(transport and handling facilities, including port facilities, preparation
of coal, etc.), coal oansnmptlon capacity in electricity generation and in
"other 1ndustrlas" where there is an enormous potential for subst;tutlng
coal fer 0il. ' ‘

The Commlsslon will continue to take action under Art1cle—54 of the ECSC
Treaty by prov1ding credit for industrial prOJects in coal mines and under
Artlcle 55 by supplylng proper support for technical research.

'y

As for Community productlon of coklng coal, the Communlty scheme of support
for intra—CQmmunaty trade set up by Commission Declllon 73/287/EGSC on
15 July 1973, expiring on 31 December 1981, is to be extgnded with minor

. v

ke
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»changes to 31 December: 1983 (Comm:.ssion proposa.l in (com(81)424 flnal,
.28 July 1981) Ettending the current system for a brief two-year perlod
waould give time to work out a Community coal strategy under a coherent

energy poliocy, wi‘l;h measures relating to supplx of coking coal and coke

‘for the steel indus‘try.

,Through the general budget the Counnmsmn is also helping to reinforce

Oomunity ‘action rogarding demonstratlon projects on the gasifloa.tlon and

" liquefaction of coal. : . K

2. Steel policy ggidelinas h

The sharp drop in demand and prices in the second half of 1980 and the

‘failure of voluntary restraint agreements to remedy the situation mea.n't

that Artiole 58 ECSC had to be brought into play. Acoordmgly, 'Ehe

Commission, ‘with the asserrl; of the Council, imposed & mandatory productflon

quota system on steel firms for the period from October 1980 to Jt‘me, 1981.

Quetas were fixed in such a way a8 to match supply and demand more closely.
\

‘The initial effect of the quota system was to stabilize the market, hal‘!;
‘the collapse of prices a,nd even help prices to start rising again. Steel
_demand has remained low and the Commission took account of this when flxlng
. production quotas for the first and second quarters of 1981.

t

" At ihe beginning of July this year it was found possible to imtroduce some

flexlbillty into the quota scheme for certain products (quarto sheets,

heavy sections and wire rod), where the scheme now applies on a volu:rtary
basis. For other products (those \basegi on wide strip, remfgrcing bars and '
rolled merchant products) producers have not entered into volimta.ry restraint

‘ agreemerﬂ:s; with the assent of the Council the Commission has accordingly

established new mandatory schemes for these products. These schemes apply
until June 1982, . : S / : .

v
w

vy
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At the.same {imé, two ‘measures. have been iaken on .prices - stricter:
enforcement of the pricing rules (Article 60 ECSC) and appllcatlon
of ‘these rules to. stockholders by Commission Declslon approved by’

the Council under Article 95,
¢ ' ) r

. \ '
These measures, in conjunction with the quotas, seek to establish
a sound ba51s for imprOV1ng steel prlce ‘levels. yet further, which
should make 1t ‘easier for producers to restructure and pave the

‘way for a more opderly development of the employment situation,

*

teel in

_external relations
By way of addition to the crisis measures under Article 58 and as

a.-means of seeing that they apply coherently, the Commission established
external measures for 1981 to ensure that massive imports from non-member
countries do not compromise thé‘Cdmmunity'é internal effort to revitalize
the steel’markét. The Commission has entered into‘bilateral arrangements
with,fourtee? non-member countries providing for discipline on volumes
and prices so as to .avoid disrupting the Community market and hence to
suppor¢ Commun1ty prices. It should be noted that as a result of the

low prices S?lll charged- in the’ Community and of the fall in consumption
observed throughout the year, the aggregate volume oi imports from the
fourteen countries in question in 1981 was weli‘below the 1980 level.

~

3
. SR CL A "

TheﬁCommissign has continned'its‘practice of publishing basic prices

for»imports;‘and, working closely with the Member States, has kept

the import pfices<of steel products from countries subjéct to the

* basic. prices_system under surveillance. o -
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f/Aggregate exports from the Communlty to the rest of the world in 1981
. were well ‘below their 1980 level.

\

n

' In 1982, external’ measures, while refleotlng the need for effectlve
cooperatlon with nonqmanber countries, will continue to be predicated :

on 1nternal measures as before.

. Community solutions to_structural problems | |
: - . u‘ - ) j

The deterioration of the steel crisis 1n the second half of 1980 and

Cin 1981 and the 1mpact this has had on the financial p051t10n of producer
firms, have heightened the urgency of - reduclng capacity and’ restorlng
Acompet1t1veness.

‘The Member States have been under growing pressure to help their flnns,i
aften to survive, and this has further intensified the risk that subsidles

would depress prices or preserve them am_nonpprofltable levels; with

the Council's unanimous agreoment, the<Commission‘accordingly_establishedl‘

genéroi.rules on aids'. Th;y have the same major objectives as the decision

‘on specific aids taken on 1 February 19802, but they also pursue the
objective of seeing that,the‘apﬁlication.of stricfer rules will help
restructuring to proceediwith all the speed that the‘éurrent situation’
demands. The new system uniformly covers all alds tha} can be given $0
'the steel 1ndustry.

i

/.

" Yoommission Decision No 2320/81/ECSC of 7 August 1981 establlshlng
- Community rules for aids to the steel industry (OJ .L 228, 13 August 1981,

'o2De01slon No 257/80/ECSC (0J L' 29, 6 February 1980, p. 5). T

p. 14).
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At its 26 ana 27 March meeting the Council determined its objectives
and laid down measures'for dealing with the situation in the steel
industry, with a-particular view to restoring normal market-conditions -
in the medium term. It emphasized the following points:
~  aids to steel firms must be gradually discontinued over -a specified.

period;

®

.-, aggregate production capacity in the Community must be cut back; o

- no,inorgaées must be allowed in production capacity for certain
categories;

- aids may be given to firms or groups only if they are restructuring'
and if thé general result is a reduction in capacity.

Restructuring is still the. primary objective hhich’tﬁe crisis.measures
',iﬁust aim for,Aeépecially as the latest survey on investment, carried out
in January 1981 and covering investment plans. of all firms, reveals that
between 1980}§nd‘1985 there-will be an aggregate increase in ocapacity for?
finighed.products. ' . : , - |

N

3. Social policy:8uidelines

. : ., N

-The main features of the Commission's social policy under the ECSC Treaty
are:

'
T

(i)‘ aid granted under Article 56 to help redeploy workers;
(ii) 1the financing of,researqh projects on occupational safety ﬁnder.Artigle 553

" (iii) - the granting of low-interest loans from own funds under Article 54

to promote workers! housing.
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It should also be recalled that for eeveral years the ECSC has been

. givlng aalistanca in the form of interest relief to promote the

creaxion of jobs for redundant workers from ECSC industries.

\

_ Apart from these more traditional aids, there are the'new-temporary
social measures (1981 to 1984) (agreed by the Council on 24 June 1981)

to back up ourrent restructuring efforis.
| 7““ L C

4

lActxon planned for 1982 in connection w1th social

researoh and housing will continue on the basis of the pr1n01plee
prev1ously applied by the Commission and outlined in Chapter Il

>

Coneequently the developments described below cover only the social

aid connectéd with the reéstructuring policy.

Q

’

The eeonqmic eituexiqn grevaery"muoh worse in the‘eeeond.half bfi ‘

,1980“and the first few months of 1981, and the employment situetion

‘ followed the same pattern. \Substentlal job losses in the steel
\1ndustry in 1980 (72 000 Jobl lost, or 10.7% of all employment, at an
faverage rate of 6000 Jobs per month) continued in 1981, though at a

less rapid rate. In the first seven months of the year 29 000 further
jobs were loet, 80 the'monthly average is still in excess of 4 000.
In these circumstances it is clearly eseentlal to help redundant
steel workers adapt 10 new gobe. '

Even if they qualify for all readaptetion aids, former steel and cogl
workeré have the greaiest difficulty in flndlng Jobe. Steel is not

‘ really a very’ speclal case ; findlng a job anywhere is extremely

dszicnlt in view of the .very high level of unemployment
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in all sec%ors of the Community economy . The annual average of '
6 million unemployed in 1978 and 1979 rose to 6.8 million in 1980,'
and,the 8.5 million mark was passed in the early months of 1981. "
Between June 1980 and June 1981 unemployment rose by 34% in the
Community as a whole. Hence the emphasis placed by the Commission
on thé need to promote job creation policies and programmes to go
hand-in~hand éith the appropriate readaptation measures. / )
The BCSC's tradltlonal readaptatlon aids have been - and still are -
an important means of easing the situation of redundant coal and

steel workers, " But special measures have had to be taken in v1ew
of the extramély diffioult situation of the steel 1ndustry. In :
May 1979 +the éommission accordingly made proposals for the - \
establishment ‘of special temporary allowances to help steel wquers,
in connection with the Community restructuring plan, and in June 1981
fhe Council appréve&-these proposals in a modified form, introducing
aids for early retirement and aids for workers on short time. It is
felt thax theso alda fall w1th1n‘a broad 1nterpretat10n of Article 56

ECSC.

This‘Council beciaion, est&blishing an aid pfogrémme'expected,to cost
a total of 212 million ECU (of which 112 million ECU must be committed .
in 1981), will put the Community in a better: posmtion to meet its
ohllgatlons towards workers in this key 1ndustry.,

On the jéb cx;ation front the Commission is considering the poséibilit&
of introduciné'a new series of specific suppoft measures to complement
lasting aid in the form of interest relief. Useful inspiration éan
be found in the scheme of assistance for the employment of young
peopie under the Social Fund. As it is not possible to quantify the
budgetary 1mpllcat10ns at the present,time, this paper does not take
them into account.

- .



- 18 ~

3

e ! l - oo

“ -~ + A, Financial activities

T . .Y ECSC Financial Report No 26, sumerizing the Community's borrowing and
P L lending in 1980 and settmg out statistics a.na,lysing and comparing

. aotnutles since 1954, will be published some time in October 1981.

.‘,Borrom.ngs con*tracted 1n 1980 totalled 1 004 mllhon ECU,. compared w1th
837 million ECU in 1979 and 1 069 million ECU in 1978, Loans paid

,out in’ the same periods totalled 1 031 million ECU, compared w1th

- 676- m11110n ECU a.nd 798 m11110n ECU.

- Industrial loa.ns1 amounted 'bo 757 m11110n ECU in 1980 Z‘,ompared with |
' "“ o '595 million ECU in 1979 and 667 mllllon ECU, conversion 108.1‘182 to -
a , 266 million ECU, compa.red with 59 million and "113 million ECU, and
subsidized hoﬁéing loans> to 8 million ECU, compared with 22 million
© and 18 million ECU. - '
Total borrowing and lending s:.nce the 1ncept10n ‘of the ECSC is ’chus
’ brough’l: to 7 41t million ECU and 7 241 m11110n ECU respectively
(1nclud1ng 2217 m11110n ECU in loans from own funds) The 'balance
outstanding a,t 31 December 1'980 was 5 406 milllon ECU of which
2 205 million ECU fall due for redemption between 1981 and 1984,
“and total servicing costs for the debt, including 1nterest are
. 3 782 million ECU for the same period. ) '
In 1980 ECSC financial activity continued to sa,tlsfy the strong demand
 from u.ndertakings w:.shlng to modernize or restructure, not only in the
steel 1ndustry tut also to a la.rge extent in the coal 1ndustry, which
‘ ~ recelved loans totalling 234 mllhon ECU,pompa.red wrl:h 238 m11110n ECU
. in 1979 and 263 mill1on ECU in 1978. ' ’

In 1981 loans raised by 15 July amounted to only 226 million ECU and
1oans pa:l.d out were correspondingly lower.

s ' ¥ Lt
. i

S ;Artlcle 54 BCSC. -
L . SArticle 56 ECSC. . ' ' ~
3ECSC E’Pecla.l reserve funds and. part of the fomer ECSC penglOn fund.
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--In spite of'tﬂe rise in interest rates the ECSC haé continued to obtain
*reléxively'faiburable terms on the capital market and has successfully
»developed a pollcy of prlvate loans when conditions on the open market
were” unfavourable. FCSC issues are also favourably quoted on the

secondary bond market.

Theaprqspects for a revival of activity over the coming months will
depend. on. whether investments plamned by steel firms are brought into .-
line with Community policy and on the availability of funds for interest.

\subsidies‘fdr“priority investments, particularly conversion projec€s;
 The. same will apply in 1982, -when the ECSC will have to pursue an active
,pollcy ‘oft aid . for investments.in these prlorlty sectors and,. as. far as

.;possible, An the development of coal production.

,At.theﬁend~of July:1981,htota1 loan aﬁplications‘approved by the Commission

“but awaiting settlement ampunted to 2 949 million ECU for the ECSC'industries"_(

(Article 54) and 556 million ECU for conversion (Article 56). Applications
' ‘beingiprocessed-amount to 3 185 million ECU for‘ﬁhe BCSC industries and ‘
160 m11110n‘ECU for conversion. The repayment period concerned by some

.?bf the applxcatlons received  extends -over several years. - \-
* However, a general estimate of the likely trend in loan appllcatlons _
.-may beiinferred ‘from the plamed invesiments in the Community coal 1ndustry.‘
1 540 million E€U in 1982 as against investments of 1 767 million ECU_1n
1981," 1 655 million ECU in 1980 and 1 167 million ECU in 1979,

- Investment inﬂthe steelnindﬁstry, which dropped. to 2 050 million ECU in
‘ 1978 and’ 1979, picked up in 1980 to stand at 2 37) million ECU and is-
. estimated at 2 762 mlllion ECU in 1981.

If the active policies envisaged above can Be*implnmented Eorfowings
-made by the ECSC could agaln amount to around 700 million ECU in 1982,
provided that market oondltlons work 1o the advantage of the undertaklngs

' concerned.
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" C, PINANCIAL CONTEXT

- Pursuant to Commisaion.becision No 3334/80 BECSC of 20 December 1980*u

‘from 1981 onwards all the ECSC budget figures are expressed in ECUs,
and the claims and commltmenis under the budget and the relevant

‘oonxracts\are dennminated“and settled in the same units of account.

ot

With regard to the assessment of the draft 1982 budget the rise in

- prices between 1981 and 1982 which has to be ‘taken into. account in

the flnal comparison between the “two flnancial years is expected to

" be 10%

The main financial problem 1nvolved in draw1ng up the ECSC budget for

1982. remains the problem of balancing the budget at a time' when 1ndustry,
notably the Community iron and steel 1ndustry, is eﬁcountering serious’
d1ff10u1t1es. On the soc1al 51de these dlfficultles are, reflected 1n ’
the budget by a marked rlse in foreseeable commitments for aids for
resettlement and by the 1ntroduction in 1981 of the new temporary : .
soc;al measures. (aid for‘early retirement and' for short-time working)

‘whibh the Council a&opted for 1981-84 under the Commpnity steel poiicy, :

It was recognized that the financing of the steel industry social

~ measures could not be covered by trad;tional'ECSC resources. The . o

Council decidedtthai Membér.Staxes would make an ad hoc contribution )
to provide an initial tranche ‘of 50 million ECU towards the 112 million ECU

'to ‘be, committed for aid in 1981. The Comm18310n, in preliminary draft

supplementary and amending budget No 2, proposed to the budgetary
authority that the remaining 62 million ECU should be covered by a

transfer from the general budget to the ECSC.

This procedure would neutralize the financial impact of the new measures

" on the balance between requirémentg and traditional ECSC resources.

-



In its letter of amendment to the preliminary draft 198?‘genera1
budget, draﬁn up on 23 October, the Commission proposed ‘a. transfer
in 1982 of 50 million ECU to the ECSC to finance planned commitments

for social ﬁeasuresrin the steel industry in 1982.

Asztheudecisionchnﬂthe‘finaneing/of the newwsociak~measgres'will
be -taken under the géneral.budget procedure on the basis of the
broposals aiready submitted, _this aide-mémoire concentrates
mainly on the problems posed by the balance between requlrements

and tradltlonal resources.

With regard to the financing of commltments for resettlement alds,

the orlglnal figure for total commltments entered - 1n the budget .

(75 million ECU) will have to be revised steeply upwards in 1981
Even allowing for the fact that some commitments extend into the

7 1982 financial year, the increase in the rate at which redundancies

are‘occurrihg in the steel industfy has made it necessary to raise

the original forecast to 124 million ECU.

‘The table in Annex B indicates the measures taken by the Commissionf

-to meet the increase in requirements from resoirces.

The Commission is snxious to prevent the pressure on the ECSC'S{
traditional resources due to the exceptional volume of demand ‘j
for resettlement aid from producing excessive distortion in the
operating budget. This is also a major factor in the financial
background to .the dr:ft 1982 budget.

L}
The épproach adopted by the Commission in relation to the balance
ofs the operating budget for 1982 and its proposals are set out ' Ty
in Chapter III1 of this aide-mémoire.

-
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11, ANAEYSIS OF REQUIREMENTS REPORTED AND RESOURCES AVAILABEE FOR THE
FINANUIAL YEMR 1982

. :

‘ This chapter first of all gives a detalled account of the two factors
/traditlonally taken into account by the Commission in determlnlng the .
,glevy rate on which to base the draft budget for the next flnan01a1 '

year, namely expected requirements and the estimated yield from resources.

‘

i
i

 Artic1e 49 of the ECSC Treaty empowers the Commlsslon to procure the
funds needed to pursue the act1vit1es set out in that Treaty by imposlng
1ev1es on the productlon of coal and steel. These levies are assessed
annually on the' various products aocordlng to their awerage value, hut,
pursuant to Article 50, , the rate thereof may not exceed 1% unless N
previously authorized by the Council.

Y
[

To fix this rate it is first of all necessary_toresfimate'réquirements,
then fo consider how far these may be covered from budgetary resources<
other than the levies, namely the. 1nterest on investments and' on loans
financed out of own funds and - canoellatlons of proviaions. The,amoupt ]
wh;ch will have tq bg covered by the levies can then be determiped,
Neit, the likely yield from the levies is calculated on the basis of a
“preliminary - ‘and thué‘BOmetimes unavbidably ihachrate - eétimafe of the .
awefage values"of‘the various products, andriﬁ the 1ight of the'estimaxes
(élso somewhat teniaxive)'of the volume of output during the year. The
probable levy yleld is flrst expresaed as the estimated yield from a rate
of 0,01%. : ‘ ‘

These arefthe‘two‘mgin\elements described in-thisAchapter.
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Phe next stage i to determine the extent to which the Comminity must
forego satisfying the requirements which exceed the resources provided
by the present rate, or, conversely, how far the rate must ¥e either

raised or lowered., This question is discussed in Chapter III.

The féllowing'presentation of ieéuirements repqrted and foreseeable
resources is modelled on the systematic analysis of the data fér‘the
various budget headings in the general budget, set out in Part II of the
general introduction to the preliminary draft budget. As with the
ganawal yndget this presentatien, lists separately the main features of
each heading (legal basis and description of the operation, type and
breakdown. of expendlture, explanatlon) Three categories of expenditure
are unav01dable, in that they derive from decisions already taken '
‘(admlnlstnatlvp expendlture, aid to coking coal and coke for the steel )
1ndustry) or from framework agreements with the Member States (on aids to
regettlement) To. give a clear picture, the explanation for expenditure
which is not unavbidable (research and interest relief'grants).isvmore '
detailed than for the other chapters.

REQUIREMENTS REPORTED FOR 1982
BEQL ,

The tradltlonal terms will be used here: "BV signifieé requirements, ﬁhile
"R", which w111 appear later, smgnlfles resources. These terms are intentionally

different. from those used in the geheral budget ("exp@ndlture" and "revenueﬁ).

v

. f
1« Ordinary requirements

CHAPTER B 1: ADMINISTRATIVE EXPENDITURE ‘ s

1. Legal basi%‘and description of operation ) ) ‘

Legal basis: ° . ' | ' - '
~ Article 50.5f the ECSC Treaty; : *

-~ Article 20 df the Merger Treaty; ’

~ Council Decision of 21 November 1977 (0J L 306, 30 November 1977, p. 28);
- ECSC contrlbution to the Comm1581on’° administrative expendlture.,

2. Type and breakdwon of expenditure.

‘Annual lump-sum payment in four equal quarterly instalments.

3+ . BExplanation ‘

The Council has set the annual amount of the lump-sum payment at
5 million ECU,.
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CHAPTER B 21 socIAL MEASURES

B 2.1 Alds to resettlement Article 56 ECSC)

-

1o E gal besise and descr:.gt;on of op_e_ratlor‘i, ,

B Legal basis:

= Articles 50 and 56 of the ECSG 'I'reaty,

R Bllateral agreements conoluded between the High Authority/Commissmn and

the Governments of the Membexr S'ba:tes.
- The High Anthority/bommission provides non-repayable aid towards: ‘

. (1) the payment of tideover allowances to workers;
,‘(‘(ii)“the payment of reaett'lenient allowances to workers;
,(iii) the financing of vocational retraining for workers having to ‘
- change their employment. :

In some cases, the tideover allowance is replaced by a contribution
corresponding to the cost of a bridging-pension scheme. -

The grant of the aid is conditional upon payment by the State
concerned of a speclal contribution of not ‘less than the anmunt of that
aid, unless a.n exception is authorized by the Counc:.l acting by a

7 tWOwthlrds majority. : ‘ ‘

2.  Type and breskiown of expenditure. f o
S . ] ) -

Creatlon of‘ a prov:.s:.on 'l;o subaidme, by means of a 50% re:.mbursament
expenditure incurred by the Governments within’ the scope of the ‘
a,gre\aments signed. ‘ o » ' - ‘ '
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The * breakdown by 1ndustry and by country of the requlremenis as estimated
from the data provaded by the Governments is as follows:. '

| . m ECU
Gourtbry " Coml Steel -and rimon- Total -
: : ore mines per country
|“Belgiwm - 4.5 445
Henmark - - B
:Germany 1.5 16,0 1745
- Greece ' - 1.0 1.0
.Prance . 2.0 8.0 10.0
- Ireland - - -
Ttaly - 1.0 1.0.
Luxembourg . , - 145 1.5
| Nétherlands - 1.5 1.5
‘United Kingdom 11.0 69,0 80.0
Pokal per industry 14.5 ©102.5 7.0

The social repercussionS*of the présent situation remain difficult to

predict, of course, and the forward flgures can therefore be no more than

tentative. The total figure of 117 million ECU should be con51dered as

a mininum rather than a maximum estimate.

3. Explanation

~The coal industry'S‘requiréments are lower than those estimated for

1981, mainly as a result of the progress being made in reorganlzlng the‘

1ndustry..

J

\

" On the other hand, requirements in the iron and steel industry continue
to be at a high level, owing to the gradual rationalizing gnd restructuring
of the industry. It is estimated that tens of thousands of "jobs will be

lost in the irbn and steel 1ndustry. ( -



- Article 3,232 Social measures :Ln ognngotion wigh the restmoturigg
o of the iron a.nd steel industry -

1. Legsl basis end desoription of operation

\ ngﬂ basis: Oonolnéions of the 7171:11 Council maeﬁng of 24 June 1981,

' introducing two temporary social measures under Artiole 56 (2)(19)

BCSC, on a broad :I.ntorpretation of that provd.s:lom

The measures involve contributions by the BCSC towards the finanocing
of special a.llon.nqes for early retirement and short-time working to
be paid to workers in iron and steel undertakings under the Community
restructuring programme, These measures w‘ill.'supplemmt the aids for
rese{tlanent' a.lready authorized under Article 56 EOSC. Like :the/

. latter, the new measures will be the subject of bilateral agreements -
between the Commiseion and the Member States concerned.

- 2, Type and breakdown of ggenditnre/
Aids in the form of partial reimbursement of the éxpenﬂ.itﬁre incurred
'by the Governments within the scope of the agreements signed.

3e lanation

The iron and steel indusiry's financial i'equirelnents remain high
because of the gradusl restructuring of the industry. Tens of
thousands of jobs are expected %0 be lost in the industry in 1982,

‘The funds requested in the letier of anendmen‘b 'to the preliminary drafi
general budget total 50 million ECU,
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CHAPTER B 3: AID TO RESEARCH

1. . Legal basis and description of operatiqn ‘

Le luabaﬁiS\:

Articles 50-and 55 of the ECSC. Treaty

The.High>Authority/Commission is recquired to enbourage technical anh
economic research into the production and increased use of coal and
stga&vanq occupationa1 safety in the coal and steel industries, To-
this..end it grants aid to finance résearch after receiving the

Council's assents

2.’.Eng:an&ubreak&own of¢expenditure

Creamimngo£<pr0ﬁisions‘tO'éover'part—subs{dies which take the form of
the repayment: of a proporiion.of the actual coste of research projects
approved by the High Authority/Commission in accordance with the .

procedures uwprovided for in the Treaty; these cover, in particular,
| the consultation of the ECSC Consultative Committee and the receipt
of the.Gouncil?é’assent. In most cases, the aid granted‘amdunté to
60% of the estimated and substantiated costs. |

 The applications can be broken down as follows:

, m ECU ~
Hesding , Sector Aid requested
B3 Steel | .69
"B3.2 |  Coal 40
B3.3 Social andimedical | 12
TOTAL 121
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3. 'Grounds’

pe

‘Steel research

. The crisis currently affectlng the steel 1ndustry in the Communlty
' has demonstrated’ the need for sustaaned and coherent actlon to -
restructure and modern;ze this sector,’

This actzon must be acoompanxed by R&D, which 18 v1ta1 for developlng
new technologles for re—equlpment and modernlzatxon programmes which
wil} lead to lower costs and 1mproved»1nternational competitiveness.,
Résearch will also make a considerable contribution to marketing by
xmprov1ng the quality.and sophiétication of the products of the -
steel 1ndustry. . e ‘ L g

With regard to international competitiveness, it should be noted that
the.gap between the Commuhity steel indusfry and its ﬁain rival,

Japan, has reached such prop(rtions in Tecent years that the Community
now has to 1mport advanced Japanese technology in a number of key
sectors. ThlB development is a result of much higher expenditure on

'research in Japan — estimated at three times the, Community level in
an indusiry whose production of crude steel 1s sllghtly lower.r The

| Community must step up its research effort 1n order to compete with .
this/more progressive attitude. towards R&D.

v
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Asa result of developments in the steel industry and the accompanying
new scientific and technological needs, a new ECSC med ium~term
orientation for steel research was published earlier this year

r(OJfCV99<0f'2?M3y4T98ﬁ91:,Tﬁﬁsaresaarch‘hasatwe%mainaaimsg‘

(i) to'reduce production, processing and fabrication costs in view

of the increases in the:costs of raw materials and energy;

(ii)  to make semi-finished and finished products ‘which better meet
the needs of consumers and users (particularly as regards cost
and” qiality). \

The main’tépics. covered. by. proposals for ECSC. aid in 1982 range from
greater productivity and better energy conservation.during production
and p&bcessing“to-improvements:in‘produot~specification\and perfofmance.
The” particularly high levels of financial support required by these
applications:show the imterest of the industry — both producers and
consumsrs ~— inthis cooperative R&D.programme while their technical
cohtent’ reflects the: possibility of further: progress in improving ’

the competitiveness: of Community steel production.

Prices” for petruienmrprcducts:have.been'rising“steadily’and'there are

4

no immediate” prospects’ of this: stopping.
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In response to thas attuation, the European Coun011 meeting in
Strasbourg in 1979, decided to aim at reduc1ng Communi ty dependence

on oil to 50% of energy needs by 1985 and in March 1981 energy .
ministers. agreed to reduce this figure to 40% by 1990. There is a deflnlte
po;itical will to reduce the o0il bill and the share of oil by

© - concentrating it increasingly on specialist sectors.

Tne first step is to reduce overall demand for energy,vwithout damagiﬁg
economic growth, and implement a rigorous energy-saving polioy.
\ C ! L '

T

'At the same time increasing attentién.needs to be paid to alternative

sources of energy, the most impprtan£ of these being coal.

The,feturn to ' coal eﬁtails imyroving the productivity and position
of the coal industry in a number of ways. One of these is increasing
technlcal research and this is all the more important because, despite ’

progress already made, the Communjty coal industry contlnues to -

encounter grave diff;cultles due to labour problems, the diversification
of seamg and the 1ncrea81ng depth of workings. )

The Comm1851on produced med1um~tqrm (1981-85) guldellnes for ooal
research1 and & large number of technical research projeots have
been submitted 1o the Commission for financial ‘aid under '

03 ¢.94, 17 April 1980,
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lMost research projects are concerned-with mining engineering and in
pardicular coal winning: (including upstrean and downstream processes)
and:the fight againstmininghazards (firedamp and rock pressure).
Moderntechniguesato -impyowesthe: marsgenext.of vtooal' ;«wonkingsé:- are also

begimming to become more:importantiy

Nem”coal»wiﬁning techniques supply the preparation plants with a
raw: material of ever-decreasing quality. Joint .research is necessary

to overcome this: difficulty 'and improve product cgquality.

Most Tesearch into: coking: is concerned with improving the yield and
capacity of carbonization andproducing better «mality coke while at .

the. same~time respecting envirommental. considerations.

Indreasimgl&,; the present energy situat ion requires improved products
frotr-the eoal: industry and: neirmeth‘o&s, especially as regards the

conversion of coal-into hydrocarbonss:

Théﬁz’-‘l’98‘2r‘i‘c'-oa;l~ﬂ;rese"srch programme:will ccver the: following topics:

- Development work
~ Piredampy’ ventilation-and-rock pressure -

~ Winhing and working:

gutbye operations underground

Modern management techniquess

Upgrading of coal

Préparation of coal::

Combustion of coal:

Physical andchemmal upgrading:and new methodse
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‘séqgaliresearph V,.‘

. 'l‘he 1982 socla.l resea:rch programme w111 céver the following, by now
L traditional, topirps.

‘the effect on workers' health of oocﬁpati‘onal hazards and physical
' ¢onditions at their place of work: 6ccupa;tiona.l_medici'ne programme

S |

- ergonomics B

- mine safety
- industrial health in coal mines

- - technical measures to combat pollution at 'hhe plauce of work and near

to steelworks

- sa:t‘ety in the steel industry. S N

Research will continue to be carried out in close' collaboration with -
the indusiry by means of prior consulta.tlon of employera, workers and

| government experts. , , : N B

AN

o ¢
Two items in the programme call for special comment: -

The "Mines safety IIM progragme was prepared in 1981 in collaboration

with the a,ppropmate industrial assoc:.atlons a.nd should be 1a.unched

;. in 1982, As an instrument for promotmg research it is eagerly awa,lted
. by the. mimng n.ndustry and w111 complement the work of the Mines Safe‘l:y

and I—l’ealth Comm:Lssn.on. The programme will deal chiefly wlth 1:he31 .
tradltlonal risks of mining operations but consz.derable attentlon will
also be devoted to research into the human element and the soclolog:.cal

and psyohological causes of agccidents.

The first toplc to be 1nvestlgated in the area of safety in the steel

industry will be the prevention of acc:.den'bs in continuous cagting
plants, into which Community research will be conducted in 1982,

<
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CHAPTFR B 4: AIDS IN THE FORM OF INTEREST RELIEF GRANTS

1. Legal basis and description of the operation

Legal basis: Articles 54 (investment) and 56 (conversion) of the
BCSC Treaty, and Decisioms~of “the HighmAutharityfbommissiona

The -EGSC may use-its own resources to provide interest relief on
certain types of loan. The relief is calculated in ECU at a rate and
for -a term fixed by the Commission. It currently stands at 3% over

five years.

2. Type and breakdown of  reguirements

Provision for offsetting part of the interest due on loans disbursed
by the:ECSC, in accordance with the contracts drawn up between the

Commission ard the beneficiaries.

The -estimates as . regards -applications break down as follows:

-m BECU

’ Heading Sector Aids applied
: for
B 4.1 Investment 25
, B de2 : . Couversion ‘50
TOTAL 75

ixplanation

BOSC loans with interest.relief are the principal financial
instruments for promoting priority investuents, particularly those
connected with-meeting the requirements for ihe coal and steel

industries and with creating jobs for former ECSC workers.



Investments

In the 1nvestment field, the aim of 1nterest rellef 1s to encourage

. certaln types of investment in the ECSC industries, The Commission's
" current criteria for granting relief .are as followsi 4

(i) reseach and training centres, and the ellmlnatlon of
bottlenecks (o7 ¢ 73, 18 June 1970); .

(ii) stabilization of coal production: relief is‘iihited’to
"~ investment in shaf'ts, underground workings and haulage
. and winding equipment (0J C 79, 29 March 1980).

v -

. The Commission reserves the right to apply‘and:adapt these criteria
in the light both of ite assessment of current priofities and of

. the approprlatlons a.vélla,ble. Among other things it 18 envisaging
the ‘possibility of encoupaglng prlorlty investment in coal, notably
for energy-saving. On the other hand, apart from certain cases where-
interest subsidies are already.be;ng given for steel resﬁructurlng,.

it confirms that it is not plamning to give this form of support.

The requirements récorded for 1982 amount te 25 milliom ECU.

<.



- Conversion

R Converszon loans w1th 1nteres% rﬁfllef are granted to flrms or publlc o 5  ,Uy .
: bodles ‘which encourage 1nveshmento creatlng new JQbS in reglons hit by s

deqllnmng economlc act1v1ty 1n the coal and steel- 1ndustrles. b

lwgf  The guldellnes dramn up by the Comm1831on fbr grantlng converslon loanS‘yt o
| are pub11shed in 05 ¢ 178, 27 July 1977. They have 81nce been changed ‘ AT e
| slightly (07 €82, 29 March 1979, p+ 8) to tlghten up’ the, rules for- . .
jglobal 1oans, whlch have proved a very effectlve 1nstrument for creatlng /
“'pew jobs in small and medium~51zed under%aklngs. ~»«Q\f '1 T LN o
| . The maiimum‘ldan‘eiigiﬁlé for"inférest'féiief'af*thé }éte'ofVB for 5 years L;v o
“at the moment is 20 OOO ECU per new Job equlvalent 1o maxlmum non~g ;
‘“eturnable ald oP 3 OOO ECU. Der Job, although +he vomm1351on reserves the:
Tight to rev1se thls raie. When recrultlhg, the re01p1ents undertake to -
v’glve prlorlty to former LC@C wofkers. \ﬁh:j s \1

‘Thls pro&ramme lq thus d981gned to help prov1de gobs for w0rkers formerly
@nﬁwﬁed in tke Comnun;ty's 1ron and steel o coal 1ndustrlas and thereby
uo meet, 1n”thls Spﬁclxlc fleld, qoperoz the Comm1381on's ba51c o .

 1 vcblmgat:ons under Ar+1cle 56(2,) f ;he EC“G Treaty. ”:'1,‘;3' ' :f,‘i ‘ -

‘The Commissibn’iS‘erking»aléﬁg\t}@ same lineﬁ a8 the central and ,
reg1onal author¢t1e3 Jin’ bhe Memner Staxes‘ It has vastly 1ncreased the

R numner of - converalon loans g?anteé Prom‘nlne ’ﬂ1pht dlrect and, one global)
"\,‘,;>1n 10?7 hO 34 (twvn y three dlreo% and eleven globé_} in. 1980. Qh;s-hgs

='respite§:1n.ﬁhe(cre t;an cf scmé 10 OOC b v 1oba per year.:,  S .

. ) E B L .

Vo

In 198 2y as in the past, the strees is 11ka1y‘fo be placed on: converslon

I reou1rements in th 1ron and qteel lnduhgr~;; I Ls selfkevldent that

R Ao
1 B - . LR . P F o . 0 : i X
. L ~ KN R T ey RN oo - .
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retionalization and restructufing,rplans for the industry im 1982 and 1983 wil.l
involve furthef-substanfial redundancies, and thought must now be given %o
ways of compensa’oing for this. As regards the total ameunt’ "i:o be allocated to
- this type of aid in 1982, 50 million EGU would allow the crea‘qion of at least
15 000 new’ ;]pbs, providing suffilgn.ent va,lld applica*bions for aid are rece;,ved.

. AND COKE FOR THE STEKI, INDUSTRY

. w

(1) ega.l bagls m descrlptiog of the ogera:blon

i

Lega.l basis: . -

(1) Article 95 of “the BOSC Treaty

(ii) High Authority/bommisslon Decision 73/287/ECSC of 15 July 1973
‘\ (0J L 259, 15 September 1973), as last amended by ’
Decision 3058/79/ECSC of 19 December 1979 (0J L 344,
31 December 1979); since fhis'Decision will expire on '
31 December 1981, the Cbmmissioh has proposed an extension’ (and
slight amendment) until 31 December 1983 (coM(81.)424 f1nal,
28 July 1981)
'I‘he'EG‘SC makes & lump—sum' contribution to the specia.i. fund for easing
- intra;-Commum.ty tra.de, the rest of the finance being provided Yy the
Member States and the steel 1ndustry. C

(2) Type and breskiown of requirements

Provision for a lump-sum contribution of 6 million ECU o the fund
(the ECSC annual contribution). '

. Community aid may be granted in respect of a maximum amount of

47 million ECU, corresponding to 14 million tonnes of cok!ing\coa;l per
~annum. . If trade drops below these limits, the reduced subsidies will
be \d\ra.vm first from-the Community's contribution (6 million ECU) and
the 17 million ECU contributed by the steel industry and then from the
24 million ECU pa.id in I:w the Member States.
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" (3) _Ek;gl‘anat;ion_;‘; : , : B

‘I‘he eim of the specvial . systemof hideto nokingcoal.and coke is. 1o ﬁelp
'mamtam production of blast-furnace coal for the:Community's iron and -
steel ‘industry, andalso to enable the coal and the coke derived
therefrom to:be sold at ‘prices reflecting world market prices.

Apart from 'dommuni‘ty'a.i:d the system lays down pricing.rules for the
products concerned ‘and. auwthorizes the producing countries to grant
production and: sales-aid t¢ their -collieries.

2. Reglgrements not entered J.g_), the budgets. loans ‘for.':‘,.finanw' :
subsmzzed hous:gg ‘

In addition.to the -requirements: to ~-1oe‘*',f;.i.nanceri, by mon=repayable grants

from the year?ts vre“xsources,.';;th«a‘re*is%smhe.. BECSCihousing subsidy schenie, .
which has: been :m opsration-since .~rz195‘5*:; - Forecasts for this programme -
are included: i this-aide-méngire to conplets the pictune of.all EOSC..
interventions for Parliament: ami 4he.Consultative: cmm;ttee. Por:.-

ease of understan&mg, the- presenztation“ faliows the same- analyt:ccal
fafmat -as. for the- meqmremm alre»ady -described.. -

Legal basis: . Article 54 .and - Detimions of thé ?Hi;g;h"Authority/(:ommission'
assigning to the ‘hming.-progx;éMen"thef{‘uiid:s from the-"special reserve" -
constituted hy: interest from dnvestmenty’ ant from loans against own.
funds. ' , ‘

ECSC.intervention tdkes: the.form of:redtced~interest loans, and eases -
the cost of financing housing by  adding {he funds lent by the Community

v

to resources provided. nationalily. .
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‘(’2)’422.29 and ugdgwnp'f reggremenfs

‘This scheme has the twin aim ofs vl

L
ot
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Grant of ‘-,long-'l':e,rm ioam at 1% interest to the responsible national
bodies or other financial institutions. 4

i

Thé Commission intends to alloocate 30 million ECU, averaging out at
15 million ECU a year, +to the fa“:qcond phase (1982-83) of thef‘ninth
~ subsidized housing programme. -

(3) Explanation

(1) complementing Conmunity polioy in the coal a.nd s‘teel indnatr:.ea;

B (11) improving living conditions for workers in ’chese industries. .

" The oriter:.a. for the granting of the loans are described in de‘ta:.l on
'pages 2 and '3 of OJ C 299, 30 November 1979. |

The scheme is both in the interest of workers, since it alleviates the
effeots of price inoreases and high interest ra.tea, a.nd of. benefit to the
mdustry, since it facilitates reorganization.

The number of dwellings subsiglized by means of ECSC loans at 1 Ja,nuary 1 981
stood at 167 517«
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3. Summgx of mrements repor‘bed

To‘tal requlrements reported therefore: amount to 374 million ECU to be
fina.nced under the operating budget, plus 15 million ECU in the form of
below~the-line ‘loans at low interest rates for the building of subsidized
housing. The figures for requiremente reported are summarized in Armex D
in the "applications" column. - ‘ .

B. ORDINARY KESOURCES AVAILABLE
The Z‘dnarks on terminology made’ on page. 23 apply here too.

1. Resourogs for the fina.ncial year
PTER R 1: GENERAL ‘RESOUR S
' ITLE R 1.1 Levy

" 1. Legal basis and descrlybion

Legal ba,sis.

- Articles 49 and’ 50 of the ECSC Treaty

. = Decisions 2/52 and 3/52 of 23 December 1952.

The levies are calculated on the bs,sis of" a fixed scale per torme which is
‘decmded each financial year by ‘the High Authori‘by/(}omissmn and Imblished .
in the Official Journal. : :

2. Type and bresldown .

Levy resources are the sums ~OWi‘ng,‘ and duly established, in the }'orm of
levies payable cn output in the: 1982 financial year and caloulated on the
basis of the production declarations made by the umier'ta.kings. '

3+ Explanation '
The latest estimates of thz-)"a‘(recg‘a.ge':«values ﬁhieh.ﬁ-er‘vevas the basis for
oaloulating the levies suggest that the figunes for the 1981 financial year,
which relate to' the reference period from 1 July 1980 to 30 June 1981, will
be some 20% high& in the osse. of coal.znd roaghly 7% for.steel than the
‘figures for 1981, :
| | -
It should bé noted that there is.an aprreciable margin of unéertainty in
these figures; this is because the departmenmts. concerned are not yet in
possession of all the z‘equisitﬂeﬂdht&,- and’ fordeassting production in present
etonomic conditions is very 'u'ncerta:in; o ‘ .
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Tonnage aubj‘ec'b'to the levy, and yield from a rate of levy of 0.01%

“ Product

, ' Product:.on foreca.sts

on_which the levy is
calculated
million tqnngs

One levy
"pOi n-t "

© in E%lhc‘m‘

Brown coal briquettes and

semi-coke derived from brown

‘coal

Hﬁﬁi coal of'a,lll ca%egories
| | | Coal = to{al

Pig iron other than tha.t
used for making :mgots

Steel in ingots
Finished product!s
o o K

. Steel =~ total

GRAND TOTAL

4.4

197.9

4.0

130.0
100. 1

0,05

L2436

3.2

4.52

1. Legal baais-ai:d deécr‘iﬂioﬂ

TITIE R 1.23 Interest: other headings

1

Resources deriving from income on 1mrestmen‘bs and on loans a.ga,inst

'non-borrowed funds will be determned when the Co:.ssion adopts the

balance sheet at 31 December 1981. Under its Decision of 30 April 1975,

the Commssion enters in the budget the 1n1;erest available from the previous

financie.l yea.r.

2. Ty e’and breakdown

A breakdown of forecast resouroés,"baaed’ on the la.;b.ast estimateé is ‘g:lv'en-
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Titles ~ - ' Heading = . million BCU
R 1.2 K ' Interest on investments and loans ‘
’ ) &gainst non-borrowed funds . 75
R 1.3 | - Fines and late payment surcharges token entry
LY ’ - ‘ ‘ _
R 1.4 ‘ Miscellaneous revenue token entry
3. Explanation

The figure for ‘interest revenue is based on an estimate of the resources
which the Commission will be in 2 pogition to release when it adopts
the balance sheet at 31 December 1981.

- COMMITMENTS WEICH WILL PROBABLY NOT BE

The “Wﬁﬁstbﬂs‘”éﬁé&'t’éd‘ in response to Commission aid decisions must be
gi%ren tangible form within a reasmble period of time by the contraoting
of lega.l comnitments, -

The Commission®s Internal Rules for the. drawing up and . implementation of
+hi ‘BCSC -operdting budget. tmmw ‘provide that in the exceptiona.l event
of~ whibue ‘Gelay: at this: BW m mvisa.ons will be oa.melled.

Thie Rules ‘also provide mm otice all’ par:i:ies-~ha«ré.~di‘schar:géd their obligations
" ander the legal 0%&*&:&%}1&,;&1@:”%&&1@3 part of the provision will likewise
be’ caricellsd. '
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/ ‘The amounts thus relmod become: available again as resources for the

ourrent ﬁna.nq:lal yeer.

‘

_'Sa,ve in the exoept:.onal cases where deoisions on the earma.rlung of f‘undﬁ )
are not followed up within a reasonable perj.od of time by 1ego.1 commitments,
”‘aﬁy'cé.noellation of earmarked funds normally indicates complete discharge

of the oontract, agreed with the other contracting party.

T}‘le‘ eotimate of '3 million ECU shown in this chapter relates, in essence,.
to oa,noella,tiona of alloocations for resettlement aid. Only a token entry
would be needed for the other items which miéht be irivolved‘ (oanoollations
of 'bala,nces rema.ining in respect of contracta whioh have been performed
in f‘ull delayed lega.l oomitmon'bs, eto.) ‘

3. lanation

It is difficult to estimate the rate of oa.ncella:t:.on in respect of
rasettlament progranunes, as it depends on negotiations w:i.th the governments

o concerned. The estlma'bed figure of 3 million ECU is based on an' a.vera.ge
| ‘rate for 1982. , : _ B ‘ o A

~ CHAPTER R 3 RE‘VALUAT ON OF ASSE‘I‘S AND LIABILITIES B

This cha.pter, showing a token entry, is provided to record the net effect
of changes in exchange rates during the fina.ncial year. :

.CH.AP'IER R 4z UNUSED RESOURCES FROM THE FINANUIAL JEAR 1280

- This chapter, shomng a token entry, provides for any balance remalning from

the f‘unds of the previous financial yea.r to be entered as resources for the
current finanoml year. ‘

4

| cﬁAPTm R'j- EXTRAORDINARY INCOME

1. - eggl bagig

— Agreement of. 24 June 1981 between the representatives of the Member States

(Luxembourg, 717th Council moeting);
- Article 235 of fthe EEC Treaty.

H
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2, mwﬂmﬂlﬂm

This chapter containg.the additional. reaources m’eanded solely foa- f:masm:mg
aiét'in connection with the restructuring.of the.steel indmsiry (article Be2.2).
In 1981 the Member, S'l;a.telm made national contributions: amounting to

50 million EGU to the ECSC for this; in its preliminavy -draft supplementary
and amending.budget No. 2/81, the.Commission proposed-.an:additional payment

of ‘62 million ECU from the gemeral budget (Chapter=54), For 1982 the
Commission's letter of amendment to the preliminary draft budget: proposes:

a transfer of 50 million ECU from Chapter 65+ (formerly Chapter 54) of. the.

. general budget.

_ENTERED: IN THE BUDGET

Funda-'to.‘-'cém '/rammﬁsﬁ. for thesconsiruction of. subsidized hmising:, are
obtained from? ‘

- the resources. made available for :this .inthe former EGSC. ‘pension fund;

- th,eure‘sources«;in the special ream,

These resmcas are-made -up. of “the. in't.eres‘h peid ol loa;m a,lready made and
fresh appropriations: allqee:ted to:the-special’ reamea

. The allocation to.the ;spe,c-ia.l,resszwe‘.-df theuadditipml résOure‘eaﬁ; required
will be decided when:the Commiseion .adopis.ihe.balancs.sheet.at: 31 December 1981.

3.,

The estimates of traditional. remources.other:than .lewies.amount to 78 million ECU
(int erest available.=.75 millionEGUY: cancellédions:=.3 million ECU).

As:the yield. fﬁr'om a. levy:-radiegoﬁ*‘%%%ha.aubemues*hmtew at 4.52 million ECU,
the yield obteiuned. from:lewieswcan:beseatimeted: ai: 140 million ECU, assuming
that 'thea“0"»1,‘1‘3_“’#}1&*&&».%01‘1:0«&3%?&1%-.’%&%&&11&&%r The total ordinaxry resources
available -for '1982;.: assuming. that: the:. levy rate.remains. unchanged, is-
estimated at: 218 million BGU.  THe.estimated’ resources. are-summsrized in .
Annex-D in-the sectlon:on: "respuroes’, o |
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ITI. DRAFT. ECSC OPWHI}ET FOR- 1982
A." COMMISSTON APPROACH

TherCommlssion's approach is predlcated upon the following

R

consideraxions'

. To flnance the exceptlonal social requirements to be covered by the

social measures for the steel industry, special funds must cont;nue 1o

be provmded. The Commission has already made proposdls on thls in its
letter of amendment to the prelimlnary draft budget for 1982 s
(Chapter I 8 C above), and it is now for the budgetary authority to \
take approprlaie action. The Commission would emphasiZe that if the" '
‘social\operaxlenslconcerned are to eontinﬁe, the necessary funds_mﬁét

be available in good time, for there is no'questien of the ECSC's own
available fuegs being able to bear the new expenditure. "‘ ‘

o

- This last point is amply borne out by the figufes shown in_this paper,
" pince, if the levy rate remaine at 0.31%, applications for aid in terms

of conventional requirements exceed all the ordlnary resources available
y 58k

{

For financing the fequirements other than those appertaining to social

measures, the Commission reécognizes that the very high'leéel of
applicéxiehé for readaptation aid (ax‘least‘117 million-ECU, and
probably much more ) raises a ?ery difficult probleh, mainly beeéuse-this
expenditure cannot be avoided. 'In 1982 the Commiseion will nevertheless

endeavour to continue financing the Community share of aids for workers .

- under the agreements signed by the High Authority and the goﬁernmenxs.'
" ~W;fh overall resources of 218 hillien'ECU,,assuming/fhe levy is kept atﬁits

present‘rate; and taking into account the ether inevitable expenditure (administratﬁe
- . " ' . , 5
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expenditure fi;:ed/ by the Council under Article 20 of ihe Merger Treaty
at 5 million ECU and eid for coking ceal. fized at-6 million BECU by
Commigsion decision under Article 95 of the EC‘HJE,.’I‘reat,y), the rema.m:mg
'/funds- available to meet research and interest. subsidy requirements in.
1982 would be 218 = (117.+ 5 +6) = 9Q million ECUs

In the present s’i'buatien, with the Community steel industry 8till
suffering from extraordinary difficuliies, the Commission considers thatl

it would be wrong to raise the levy rate above the present 0.31%.

Amounts set aside for research and .for interest subsidies will therefore:

have to be kept within the overall limit of .90 willion-ECU.

The Commission's ,prapoaa&a forfl:h&:i?ﬁ? ‘BOSC operating. Mdgetm
- tabulated in Avnex D and are based:on theé following. factors:

~ totel funds of 268 million EO; inoluddvig.special. fuds of
50 million under the social mmt’mxmm

- un&voxdahle expsu&@:issm of 1:28 pitlion EOEY &oahwnhamﬂ:ao the.
convmﬁmal ‘resources-of. 218 mitliow BOUS .

. 5 million BOU ss admimistretive expendiduwrs;.
o 117 million EGU as ramlmtattm alds.
e 6 milliom mﬁ,a.a/m.d»xtoaxsmﬁﬁom L R

- 90 nillion ECU to be alloeawnh\:kn mmh mm&mﬂ w&mm
subgidies, .

As regards d,ivisi\on.,of the 9Q miliimz sbe*hwemﬂshh&amMa.(}hapiers@éoncmeti,
the Commission considers that. interast subsidies clesrly demerve priority,
especially in commection with.comwersion,: Siven thedirent: link with-

the creation of new jobsa.. It therefore proposes :ihat this Chapter be -
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given.51 mitlion ECU, of which 40 million for conversion aids.

\The émount~Left for research 5upoortethus shrinks to 39 million ECU

(from 44 million in,19§1). It is proposed that 1? million be devoted

to steel, 13 million to coal and 9'million to social research.

*Given the preseht circumstahces of both the coal and the iron and steel
1ndustry the Commission is well aware how regrettable it is that the funds -
~allocated to research 1n the 'ECSC Budget must be reduced rather than in-

creased.

. \ Tl A -
The cutback is due to. the except1onal budgetary constraints resuLt1ng frOm

,.the Comm1ss1on s ob(1gat1ons in the social sector.

‘Although this ‘cutback is quite,the,opposite of'yhat is reaLLy needed the
Commission has been forced to accépt it for 1982; but it regards it as merely
| ' . o

, temporary.

The‘Commission\recentLy sent two communications to the Council, one on a
global strategy for Commdnity scientific and technical research and the
- Ob: . ! ! ‘ :

other on an energy strategy.

"Coal and steel research occuoies a very important pLace in these strategies

. and should, in the.Commission's view, be reviewed in this general context.
~ . . , = ‘o . -

,
The Comm1ss1on therefore 1ntends to re-exam1ne coal and steel . research so as -

_ to adapt it more closeLy to the requirements of the two nndustr1es.
‘By way of concLus1on, the Com?1ss1on proposes to adopt the 1982 ECSC
operating budget at a total amount of 268 million ECUV broken down as

shown in the Table. 1n Annex D ‘ o

It therefore proposes that the levy rate be set.at 0.31%.
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C. DRAFT BUDGET

The draft budget established by the:Commissdon.and. amounting to.
280 million ECU is- presented in-Apnex D.

.
1
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!Ef _o_ma.tlon relatigg o levies

The latest available information on. prodnctmn and the levy yleld -

 for the current financial year is g:wen below.

\
]

‘to June

yield for the period from Jam

| Production serving

GRAND TOTAL

B , | as a basis for the I..evy ?’iel"‘
_Product calculation of the
, levy .
- in million tonnes in m EUA
Brown—coa.l brlquettes and ;
-semi—-coke 2.2 0.2
A1l types of hard coal ; 99.2 16.3
’ Total for coal . 16.5
. Pig iron other than that required - ‘ .
for the manufaoture of - 1ngot§ 2.0 0.7
Steel ingots 63.2 3.1
| Finished products 48.17 12.1
‘ Total for steel 46,9

6344
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