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;< MEASURES TO BE TAKEN BY THE COMMUNITY IN 1980 70 . COMBAT THE CRISIS

i

>

IN THE IRON AND STEEL INDUSTRY :

v

" ANALYSIS OF THE SITUATION'AND"GENERAL'GUIDELINES -

1.‘1n the 1ron and steel sector since 1977 with a v1ew to combat1ng

'long products and flat products.l

: .
- ‘\ N

All the measures wh1ch have been put 1nto effect by the Comm1ss1onsj

the crfs1s,s1tuat1on_have been aimed at certa1n ob;ectnves, 1.e.,

/
v o

fh . to ensure that the undertak1ngs enJoy f1nanc1al cond1t1ons

that perm1t them to make a proper contr1but1on to the

-

f1nanc1ng of the1r restructur1ng w1th the1r own funds, ,

S 1 po1nt this. restructur1ng towards the general ob]ect1ves,_

/la1d down by the Comm1351on,

LI

- ,j to take respons1b1l1ty for the social repercuss1ons of 4

restructur1ng.

V”Internally! a balance sheet of the results at the end of the th1rd year

of operat1on of the. programme shows that the progress achfeved towards

»‘these ob]ect1ves varies, espec1ally if a d1st1nct1on 1s drawn between

Ve ) ) R

'
I3

L o ' e e e e o
'However, whether frop the po1nt of view of the market*or restructuring,

developments have certa1nly been pos1t1ve and the s1tuat1on with wh1ch

“'the Commun1ty 1ron and steel 1ndustry is now faced is better than it

n

was three years ago.

N\

An analys1s of the trends in the var1ous f1elds affected by the

measures adopted under the ant1-cr151s plan leads to the follow1ng

;

concluS1ons (see Annexes)-

1
'

(a) - as regards the quant1tat1ve aspect of the market, ‘the - constra1nts 'I

of the del1very programmes have helped 'to- re—establ1sh a better
bavance between the supply and demand of var1ous products in the
Communfty, espec1ally w1th effect from the last quarter of 1978

A



(o)

(c)

(d)

.The compl1ance of the undertak1ngs w1th the targets g1ven
by the Commission has become more and more str1ct and has
permitted a consol1dat1on of the market, notably in the
long products sector. .

The better quant1tat1ve s1tuat1on on the market 1s

: reflected in the: internal price Levels.

Market prwces in the ‘long - products sector have 1ncreased
markedly and, in 'some 1nstances, are now at the level of the
gu1de pr1ces. ' '

The pr1ces s1tuat1on in regard to flat products, espec1ally
1n,regard to co1ls, is less satisfactory. Desp1te the
increases which have ochrred, the tevel reached by these
prices does not 'offset' “the jncreases in cost. that have

also occurred in the meantime.

ALL through the crisis period, iron and.steel production

costs have continued to rise. The highest cost 1ncreases
in 1979 were recorded for energy and scrap.

In the pursuit of the iron and steel policy, the
Comm1ss1on is always m1ndful of the need to supply

European steel users at prices which enable it to meet

‘external competition. A comparison of internal EEC

prices with'American and Japanese prices in mid-1979
‘revealed that the former are 5-15% below Japanese prices
and 4-10% below Amer1can prices. ‘
Extensive rat1onal1zat1on measures, somet1mes apprec1ably

alter1ng the productvon pattern of certain undertak1nqs,

"are under way in all the Community countries, although

at’ different rates. On the other hand, although the

growth rate of production capacitiesAhas slackened since'.
197? this has still not resulted 4dn an adequate r1se in
rates of ut1l1zat1on. ’ .

The : S1tuat1on in regard to long products, especially in
regard to re1nforc1ng bars and Light sect1ons 1n general,
has greatly 1mproved, both from a quant1tat1ve stand-

" point and from the standpownt of the compet1t1veness of
the plants. - '
By/contrast, “in the case of flat products, part1cularly
c01ls and cut plates, a worsening of the 1mbalance between

supply and demand 1s d1scern1ble.
!

e
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(@

_,The employment s1tuat1on has undergone some'\

The prospects for 1980 do not appear to be as good as

_and exports to non-member countr1es will fallj . thvs

-as" qu1ckly ‘as poss1ble.

, at. any t1me._‘

’

1mprovements dur1ng ‘the.last" tuo years. Th1s js”

”‘reflected for example, in a con51derable reduct1on

in the numbers of employees affected by short-term work1ng

and 1n lost work1ng hours. However, th1s 1s ma1nly the ”f

;consequence of a constant decrease in the Level of,

employment in the iron and steel industry,. wh1ch must be

' progre551vely adapted to: the product1on level Hence,/
the structural adaptat1on of the product1on apparatus e
"st1ll has .repercussions in the social” sector and requ1res '

‘some measures of support. -y

those for 1979,  The expected slou1ng-doun of growth

:'1n the Commun1ty wvll also affect the 1ron and.. steel

_1ndustry. : It is expected that 1nternal steel consumptwon

w1ll give r1se to a drop in steel output wh1ch could‘be

six m1ll1on tonnes lower in 1980 than in 1979 (whereas

1979 saw an 1ncrease of 7 5 m1ll1on tonnes over 1978).

From the above analys1s it can. be seen that the programme

of ant1-cr1s1s measures could be made less strict in-
'fregard to’ re1nforc1ng bars and merchant bars. ' Houever,
- the risk of the s1tuat1on detervorat1ng 1n 1980 requ1res
' the Commission to ‘create - the means whereby these products

\:fcould aga1n be made subject to the pneV10us constra1nts

'\

'

jNeedless to say the Comm1ss1on u1ll mon1tor market trends - \:

'closely in order to be able to: make the necessary d1agnos1s

e



.0n the other hand, a measure"of eonstraint on the
price of coils‘must be maintained withoutAits being
necessary for this -measure to be subject to all the
brocedures‘in the present Decision. - '

’

Moreover, because.of the imbalance which still exists
between supply and demand and the risk of a. further
increase in. this jmbalance, it is 1mportant to ma1nta1n
some voluntary constra1nts in the f1eld of quant1t1es

by means of the del1very programmes.. . ' S

Also; the programme’of anti-érisis measures'must enable ‘
. the restructur1ng of the European iron and steel industry
to be continued or even accelerated in 1980. At the ’
'end of 1980 the 1ron and steel industry should be able
- to be 1n a better pos1t1on as regards quant1tat1ve balance -
and competitiveness. {
-3, Externally, the second year of operation of the measures
adopted in'DeEemBer 1977 has given proof to their effectiveness.
. The main aim - to permit the level of prices in the Community
to he firmer - has been achieved, i.e. the level of prices in
respect of the maJor1ty of products be1ng 1mported has r1senv

by about 25% by comparison with the end of 1977..

i

On the‘other hand thexcombination of unﬁlateral measures (basic
: pr1ces ‘and ant1-dump1ng rules) and Arrangements 1n a better
international economic situation has led to.a decl1ne “in 1mports
into the Community in 1978, the first year of appl1cat1on of
the Arrangements, by oomparison with the two previous‘years;
"As regards the first half of 1979, Commun1ty imports from non-
member countries which have. concluded an Arrangement are
comparable to those of 1978 (4.36 million tonnes as aga1nst
4.16 million). - -



.problems and other cycl1caL factors, in the 1ron and steeL {

‘

S Exports of Community 1ron and steel products deveLoped fav0urably

1n 1978 and 1979 The tonnage exported 1n 1978 exceeded that of

1977 by 19 7 the leveL reached\1n 19?9 w1LL aga1n be h1gh ”"ej; -

“\

aLthough the trend is tendnng to reverse.,

',\. ! to . - B '

Hav1ng regard to,the 1mprovement 1n the 1ron and‘steeL sector

from a worldw1de standpo1nt and aLso from a Commun1ty standpownt
.and tak1ng account of ‘the. progress of restructur1ng, there couLd

be Just1f1cat1on for th1nk1ng that the measures perta1n1ng to

.

;the,external aspect need not be extended However, the prospects

I/'/:

for 1980 are not very favourable. As a resuLt of the energy

';sector 1n part1cular a reduct1on in consumptvon and exports

Lthe present system.;

~-vthe 1nterest of the Community, the world's second Largest steel

fexporter. ;'.--‘fJf' O ST

-*;Lfmust be expected Th1s would advocate a cont1nuat1on of

LI TOR '_,

e . . .
k)
t (.

However, it. seems des1rabLe to ‘slacken some of the t1e—ropes,;“f

'Th1s w1LL prove necessary 1n order to’ avo1d any r1sk of -

1crystaLL1s1ng protect1on1st tendenc1es, wh1ch wouLd ‘not be mn

‘.‘ B



II. INTERNAL ASPECTS - - .~ B

I

PROGRAMME OF ANTI CRISIS MEASURES FOR 1980

“1..- Pricing policy,

Al - M1n1mum pr1ces . T

"As regards re1nforc1ng bars and merchant bars, the measures adopted

by the Comm1ss1on, “the 1mprovement in demand and the advance

made in restructur1ng have substantialty changed the market situat1on.4 \

L The output of these products in 19?9 has r1sen d1st1nctly in relat1on {Lt -

to prev1ous years. Th1s 1ncrease is due to the growth in internaL
demand resuLt1ng from a cyct1caL improvement ‘in the building sector

.'}7. and to the increase in exports on the world market Th1s pos1t1ve'
trend has g1ven rise to a fairLy Large increase 1n the pr1ces of '
these two products w1th1n the Common Market and on the worLd market.4

"\ Th1s 1ncrease in pr1ces has exceeded the 1ncrease in product1on costs
and has therefore heLped to 1mprove the ftnanc1at position of the
undertak1ngs. ' '

- Hence, the cond1t1ons govern1ng a state of. cr1s1s laid down by
Art1cLe 61 now no Longer ex1st However, some reduct1ons in L1st '
“prices by a. few of the smalLer producers has been noted since October.
As regards-export pr1ces, some weaken1ng has aLso been noted qu1te
recently. ' '

B It cannot therefore be ruled out that th1s weakening w1lL become ‘

‘more marked in 1980 and that the market pos1tion of ‘these products j,,
w1LL aga1n become cr1t1caL ?l'-- T - '

_ofe



. 61 witl ar1se aga1n in 1980 { Lo “I-A“ ’ﬂ V"‘A ; _Qw/‘f\A "

sstud1es prescr1bed by’ Art1cle'61 and to; proceed to consultat1on of the

There 1s therefore a reaL r1sk that the cond1t1ons st1puLated by Artvcle

o , . . By . ) . ) . K B [ |
I : ) - \ - ‘ ’ N
9

b The rvsk of such a downturn and the poss1bLe rap1d1ty w1th wh1ch the
. pos1t1on couLd deter1orate have now 1nduced the Comm1ss1on to br1ng

‘ up "to date, 1n cooperat1on w1th the enterpr1ses andvassoc1at1ons, the .f

I

'Counc1L and the ConsuLtat1ve Comm1ttee on the re-1ntroduct1on of

i'm1n1mum pr1ces in. respect of re1nforc1ng bars and merchant bars dur1ng ;"
,the first haLf of 1980 ."_ AT Q” o o ‘,”,j';"’ 51'

“w ~’
\

,In these consuLtat1ons the Comm1351on w1LL 1nd1cate the hypothet1caL

fhs1tuat1on and aLL those eLements wh1ch, in, the opvnvon of the Comm1s-

o s1on, wouLd Just1fy such a measure and’ the Level of m1n1mum pr1ce wh1ch

it. woutd propose to f1x 1n the event that the hypothes1s is: reaL1sed SN

ﬁThese eLements are the same as those on wh1ch the 1ntroduct1on of

N

C

",m1n1mum pr1ces Was based, nameLy P Co L

. f
2 . ~

4t

“the faLL of market pr1ces beLow the ruL1ng m1n1mum pr1ces,

the reductwon of the rates of capac1ty ut1l1satwon beLow the 1977 LeveL

and the 1mm1nent rwsk of substant1aL redundanc1es in. an essent1aL part

: of the steeL 1ndustry. o

o
-

‘If the s1tuat1on descrwbed above shouLd occur dur1ng the f1rst haLf of

’1980 ‘the Comm1sswon W1LL 1nform the Counc1L and thé ConsuLtat1ve

‘3 Comm1ttee and take the dec151on e1ght days Later,"ﬂﬂ

L 7
l ,’ ;
A . P

oy

As regards co1Ls, a sector for wh1ch the resuLts on the level of :

-

restructur1ng are compLeteLy unsat1sfactory, a d1st1nct 7ncrease 1n out—‘

put and a faery modest 1mprovement 1n pr1ces have been hoted The r1se

1n product1on costs has been h1gher than the 1mprovement in pr1ces.' ‘
L 4

The fifancial, resuLt obta1ned is therefore not sat1sfactory.; Co

. . <, . - . . N .
- . v Ly ., . e . . . . R -
. ; o . . . . Iy

‘The advance 1n the pr1ce of co1Ls is ma1nLy duetto the ant1cr1s1s

‘measures, i e. per1pheraL measures and m1n1mum pr1ces..A %_,'" .

[ TS o, N
: e T :



~ The turrent‘situation is therefore not as stabLe as des1red the market

rema1ns fundamentaLLy 1n a posvt1on of ser1ous 1mbaLance.

As is shown by the forecasts for 1980, a‘distinct weakening'tn'the flat’
products sector is to be expected, ' ‘ ] '

The Commission thereforé proposes that a minimum price should be

R

© proposed.

maintained for coils in 1980,.
c ) :
The new Dec1s1on w1lL be similar to the estt1ng one w1th the except10n

of Art1cle 2(5),»wh1ch relates to certain contracts for deL1ver1es ‘of

. w1de hot roLLed str1p for re- roLLwng or the, manufacture of cold-rol led

tubes or sect1ons.

The Comm1ss1on would not intervene in such transact1ons. It wouLd prefer
to leave the task of negot1at1ng the price terms relating to these.
transact1ons in ‘the hands of the producers and users.

”

However, ‘the Comm1ss1on w1LL requ1re the iron and steeL undertak1ngs
to’ 1nform 1t of the contracts that have been concluded, together w1th

" the prwces and the quant1t1es deL1vered each’ month, so that it can 3
check whether these pr1ces conform to.the ruLes of the ECSC Treaty and
assess whether the trend is in Lline with the obJect1ves of the Treaty;
espec1aLL the obJect1ves of Art1cLes 2 -and 3, and the poL1cy of pr1ce

1mprovement

The m1n1mum pr1ces reLat1ng to co1Ls w1lL be pubtvshed in the national .

i

. currenc1es.,

g

As regards' the price levels, a continuation of the present’ level is

On the other hand to correct a trend which-runs'counter%to'the'objeCtives
La1d down for reduc1ng capac1t1es and concentrat1ng product1on in the "
most eff1c1ent pLants, the Comm1SS1on needs re1nforcement of 1ts powers,
both of inducement (1nterest rebates) ~and of,d1ssuas1on‘(non-, '
transferabvltty of,a1ds), and closer Liaison with‘industriatists and

governments', .’ K o : T L C -

.8
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,GBI{DANCE‘;.PRI'C-ES"‘:[_ T T N

, Ne
. e
- “
i ¢

‘ The trend 1n pr1ces in 1979 has been character1zed by ‘an apprec1able r1se‘f.
1n reSpect of the Long products. On ‘the other hand, the pr1ce r1se in . :

3respect of’ the fLat roLLed/products has been fa1rLy modest,_not to

-say 1nsuff1c1ent. It is feared that the drop 1n demand w1LL agavn

b»exert heavy pressure on the LeveL of 1ron and steeL pr1ces in 1980.

It fis therefore des1rabLe to publ1sh some gu1dance pr1ces for 1980

'reLat1ng to the‘same products for wh1ch the Comm1ss1on ‘has publ1shed

’ ~
*

gu1dance pr1ces in the past. .. o Lo -,’d.?:

e ' N

lvThe 8-9% 1ncrease in the manufactur1ng ‘costs’ of roLLed products

(‘between September 1978 and September 19?9 and the contvnuat1on of

7,cost 1ncreases requ1re the gu1dance pr1ces to be 1ncreased.
A

'_the manufactur1ng cost structures of the varwous 1ron and steel

o R N i o o . o BN
o . . .
I3

‘However, th1s 1ncrease need not be un1form. It should take account of '

; . “
S

"i;‘products and the market cond1t1ons. g;‘.V;f ' .f'r;g:d .;'[.-4”:f

”Hence, the result 1s an 1ncrease in . gu1dance pr1ces oft '

. . [N N ’ iy ’ .
. . ' .o - R

' ’ - . R

. A S '

v . oo N . -~

. “ ‘ VR
. N . .

2/ 1n respect of sheet and co1ls, 7-|1 - e 'll" m”q e

3/ 1n respect of str1p m1Ll plate, rever51ng m1LL plate
. and narrow str1p, .’;(' .gv~_; ;',J,~;':., P
6/ in’ respect of re1nforc1ng bars, ,f"'g o *1"4_,7:‘ -

7
r

?/ 1n respect of w1re rod Category 1 merchant bars and Category 1

o

N -'.. . "

sect1ons, = ,‘f S ,Q“ 4‘-‘“‘ : LT }t; ‘
8/ in respect of Category 2 merchant bars and Category 2 sect1ons._

. "‘l -

[ ki
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COMPLIANCE BY DEALERS WITH THE PRICING RULES.- -

The wnvolvement of deaLers in the pr1c1ng rules represents an essentlat

X

eLement in the programme of ant1 crisis measures ‘which has enabLed

"the.Commission to exercise greater d1sc1pt1ne over the market and to

mon.tor the preva1l1ng prices. Nevertheless, the 1nvoLvement of dealers
in compLy1ng with the pricing . rules should be t1m1ted "to those sectors
where the Comm1ss1on has ev1dence that the cond1t1ons prov1ded for

under Artacle 61 cont1nue to apply. Accord1ngLy, the deaLers' 1nvoLvement ;]

is L1m1ted to c01Ls and c01l der1vat1ves,.1 €., hot sheet and strip.

.

If dur1ng the 19805 the COmm1ss1on were to deC1de on the re1ntroduct1on

. of m1n1mum pr1ces for concrete-re1nforc1ng Tounds and merchant bars,

© steps would have to be taken to.re1mpose compl1ance by the deaters.

~ with the pr1c1ng ruLes govern1ng these two products.'

.

e o : - ‘ . ‘ S

© The decision involving the dealers in price compliance requires -an

' unanimousf£ouncit Decisﬁbn'based on the first paragraph of ArticLeA95[

R ‘of the detvvery programmes is essent1aL 'However, start1ng from the'

.

" DELIVERY PROGRAMMES

_productnon and forecasts. ,

:S1nce the. 1ntroduct10n of the new method in the Last quarter of, 1978 -

there has, in general, been a not1ceabte 1mprovement 1n compliance

wﬁth the deLivery programmes.-A feature of the new. method is a’ more

veff1c1ent LeveL of burden—shar1ng and more accurate mon1tor1ng of

,‘In view of the abovementioned uncertainties surrounding the current

s1tuat1on and the’ prospects for the future, on the one hand, and

: the need for acceLerated restructur1ng, on the other, cont1nuat1on

~



SR

flrst quarter of 1980, provision has’been-made to:eXClude'concrete-
: re1nforc1ng rounds from’ these programmes because of . 1mproved market

_ cond1t1ons and the restructur1ng progress already ach1eved They
'w1ll be re1ntroduced if the Comm1ss1on adopts a’new m1n1mum-pr1ces '

dec1s1on on concrete-re1nforc1ng rounds.

[N
- - A . .
Ly i - - . - -

RN S - ' S vl

by MtNIMUMepglcts CONTROLS

a5 Centiflcates of . cdnformltylandfstattstical‘certificates R

The obl1gat1on 1ncumbent on f1rms and dealers to send cert1f1cates
of conform1ty With their del1ver1es of hot rolled w1de str1p '
-should be extended, since th1s product is st1ll subJect to
m1n1mum~pr1ces rules.

: > ‘ ) ! ,

AAs regards concrete-re1nforc1ng rounds and . merchant bars (products -
for “which minimum prices have been suspended), cert1f1cates of
conform1ty will be replaced by stat1st1cal cert1f1cates the model of

which w1ll be s1m1lar to cert1f1cates of conform1tyn

/

b) Part1al 1nvolvement of dealers on 3 provvs1onal bas1s L

Pursuant to the dec151on taken under Art1cle 95, 1t w1ll be necessary.
. to subJect dealers to pr1ce controls and the 1ssue.ofrcert1f1cates.
_ ngof conform1ty for hot- rolled w1de str1p. o | o
lSwnce m1n1mum pr1ces havée been suspended in the case of'conorete4
re1nforc1ng rounds and merchant. bars, the obl1gat10n 1ncumbent o
. on dealers to draw up cert1f1cates of conform1ty and to subm1t to

,controls w1ll ‘be totally suspended



“e)

c - 12"—

Stepping-up of inspections

The checks cérried‘out on producers of wide strip and dealers im

Cthws product should be stepped up both on the basis of the cert1-

f1cates of conform1ty and by means of on- the—spot 1nspect1ons

' -(Art1cLe 61). -

&

- See annex.

On the ba31s of Art1cLe 60, mon1tor1ng of the appl1cat1on of the:

prices of products subJect to gu1dance pr1ces'w1lL be - 1ntens1f1ed

at the Levet of the producers.

Pos1t1on w1th regard to pena[t1es

P
o



- 13 -

5. RESTRUCTURING. . = - . = | S

.o ~

~As far as investment projects are cohcerned,'eveh though they are

fewer by compar1son with the 1ntent1ons declared over the past few
years, 1nformat1on suppL1ed by. the companies suggests that the cuts are .
not yet suffvc1ent to clear up the problems of oyercapac1ty. As regards
crude steel and long products, the s{tuation’ﬁs tending to imprOVe
despite surplusses of capacity whioh;'%n sohe'cases) are stitl considerr
abLe.'As for fLat'products) on the other hand - and, in partwcuLar,
coils - production capabilities are cont1nuousLy growvng, notwvthstand1ng
the extent of the new capac1ty set in train since the beg1nn1ng of the
.crls1s(1). UnLess the pro;ects are reviewed  in the-very near future, a

. deterioration in.the quantitative 1mba}ance affecting -these products is,

inevitable.

"~ In this conteit, the-Community rules on aid to the'steel industry,

on which the Councit has recorded its agreement in princiote, and also

the restructuring ohiteria.assume considerable importance, These «riteria,

the essential aim of which is. to. improVe‘the‘profitability of the steel
industry, 1nvoLve ctose cooperat1on among the Comm1ss1on, the governmentsl‘

and the companies,

" In view of thé scale of the necessary investment' the restorat1on‘
»'of the steeL 1ndustry s compet1t1veness must as far as poss1bLe be

a1ded by means. of interest rebates°

) Investment pro;ects for 1980 1njrespect of wh1ch 1nterest rebate
appL1cat1ons have been made, require funds aLready amounting to
64 million EUA, but the Comm1551on feels. that th1s f1gure can be reduced
to about 43 m1LL1on EUA through the appL1cat1on of very strict cr1ter1a

(2)
and the 1mpLementat10n of various harmonization measures .

S, ) R

ayu.

(1) The production installations for coils existing in 1978 would already
be adequate to meet the demand estimated in the General Objectives
for 1983, On the basis of the latest available figures for 1983 - the
excess capacity for .coils could. reach 10 million tons, the h1ghest

3 amount for any of the spec1f1ed products.

(2) This amount of .43 million EUA includes the 1nterest rebates for
certain coaL and steel dinvestments, For the latter, application
follows on the basis of information published by the Commission

- (0ud., 25.11.1974, C, 146/1, and 22,7.1977, C 174/ .



1 . 7

As far as reconvers1on is concerned, requ1rements for the year

in quest1on witl aLso amount to 43 m1Lt1on EUA b

)
v

The ECSC budget can pPOV1de only part of the 86 m1LL1on EUA
necessary for 1nterest rebates for 1980 and ‘an appL1cat1on w1LL there—

fore have to be made for ‘a- suppLementary amount of 70 m1Ll1on EUA P
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SOCIAL ASPECTS -+ -+ -

Vo

o

The rat1onal1zat1on moves currently afoot, whether they concern

the closure of plants or the 1mprovement of the1r compet1t1veness, _t:j

1nvolve what 1s at’ t1mes a u1de d1screpancy betueen Lay-offs,;

n, the steel 1ndustry and the pract1cable temporary or’ permanent

redeployments.,

has sent’ the Counc1l ‘a draft Dec1s1on conta1n1ng a proposal for fi'

f1nanc1al part1c1pat1on by the ECSC, over and above the convent1onal
e

1ntervent1on.measures, 1n temporary measures of an except1onal

'l nature des1gned to benef1t the steel 1ndustry.

would apply prov1ded that the autonomy of dec151on of the soc1al

partners 1s not 1nfr1nged and that a boost to employment could be

ach1eved u1thout Harm1ng the compet1t1veness of enterpr1ses. i

; measures uould have ‘the follou1ng character.,nuw

B

£

'wearly ret1rement of workers uho are ‘at’ Least 55 years of

3 'overt1me,~-""e C

‘-age, or of workers under 55 years of age 1f they have been

\

fengaged 1n work of an’ arduous nature,,'ﬂf;: . '-',,z
I;assumpt1on of part1al respons1b1l1ty for the loss of wagesr

'result1ng from measures a1med at phas1ng out JObS or»

\_‘ P e W

payment of speC1al allouances for the parf1al cover1ng of.~r'

of the labour cycle."_\: “‘3'*?', : Ty

-add1t1onal wage costs 1ncurred by reason of reorgan1zat1on )

In the l1ght of - these c1rcumstances the Comm1ss1on f

Such a part1c1pat1on-l

These

“
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Dur1ng the exam1nat1on of the draft EEC Budget the European

~ParL1ament has 1nserted a cred1t of 100 m1lL1on EUA des1gned to fur-

nish a contrwbut1on of the EEC ‘Budget. to the ECSC to f1nance the new

temporary social measures assoc1ated with the restructur1ng of the .

 steel 1ndustry. Th1s ‘signified the poL1t1caL will of the eLected

Parl1ament to see the estabL1shment of spec1f1c soc1al measures in

. favour of workers affected by the restructur1ng of the steeL 1ndustry,

5 . o

These measures would seem 1nd1spensabLe 'to the - soLut1on of the

' empLoyment probtems wh1ch the restructur1ng of the steet 1ndustry

' creates -or. aggravates. They are adapted to the character1st1cs of “the

,'wonk1ng cond1t1ons in, th1s sector and to the. deveLopment of employment

-in the rég1ons concerned F1natly, these measures have already achweved

- a very “wide consensus between the 1nterested organ1zat1ons (trade

: un1ons, empLoyers and- consumers) in the ECSC Consultat1ve Comm1ttee.

,Moreover, the establ1shment of these measures constatutes ~an essential

element for an effect1ve part1c1pat1on of the aLL soc1aL partners in

the restructur1ng ‘of the steel 1ndustry.

13
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The structural cr1s1s wh1ch the European steel 1ndustry has been )

;‘ up neu gu1del1nes for the Commun1ty-f1nanced research programmey ;~'

" .

R

so as to ensure that the l1m1ted budgetary resources are put to the fﬁ L

best use and that they meet the technolog1cal pr1or1t1es and’

econom1c ex1genc1es of - the s1tuat1on.-l It is clear that the future'

i,

v1ab1l1ty of the European steel 1ndustry u1ll depend on 1ts ab1l1tyb

. 1n the future to atta1n the h1ghest standards of compet1t1veness.
Technology u1ll play a key role 1n th1s task of restructur1ng and

N . . . ' . - A o
5 i

re-organ1zat1on. "y.“ s .“;_j .- oo i ,,A3fw ‘g‘

Improved compet1t1veness be1ng the goal, 1t has been’ dec1ded that

future research should concentrate on three ‘main’ obJect1vesc’" 'fﬁr

. @ K . -
R D

' - .

v7.<' to cut down product1on and manufactur1ng costs (ma1nly w1th

LN AN

regard to energy) and develop product1v1ty oo 'f;‘ o SR
L= to- 1mprove the_gual1ty of ‘products in every, aspect' if' c

1

:.- - to 1mprove ‘the performance of each product and extend the

range of uses for steel .7 .-¥‘x’.tl- ;p» oL

. ,_.k.. . . N S

- [ ! P oo . -

.

: go1ng through for the last few years has made it necessary to draw ;~



SCRAP o

Such a seLuttcn‘is the subject of the memo annexed hereto.

The econom1c situation. and current econom1c trends are ‘not such R

as to require str1ct rules on Commun1ty scrap -exports of the type .

introduced. foLLou1ng the unan1m0us agreement of the Member ‘States.

~1n 1953

»
Al

The'magnitude‘of'the“problem of sepply{ng scrap for_ the -modefrn
steel industry, and “in particular for. the Commun1ty, shows that A
the current moves to d1smantte alL Commun1ty controLs 1n th1s area’

are someuhat rash. e oL

- Given these circumstances a renewed attémpt can. be made, as .part

df'é generat reshuffle when the'new anti-crisis plan for'1980 is

.discussed, to secure, on the baS1s of appropr1ate consultat1ons,.

a. fLex1bLe and reasonable comprom1se soLut1on.'
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‘7¢In .0 far as the 1nternaL poL1cy conta1ns eLements wh1ch tend

graduaLly to restore normaL market cond1t10ns, the externaL aspects

/'.

"w1ll have to be adJusted aLong s1m1Lar L1nes., AN 11'-«-

- . - SNy ..
- “ - . . - . B

;'.. . PR . s .
L . v . x‘ .

The mach1nery of the externaL system, nameLy the system of bas1c QAQd s

"_pr1ces Arrangements based on comptﬂance w1th 1nternat del1vered
‘,prtces and on the ma1ntenance of tradutvonal patterns of trade, and

'the survevLLance of 1mports, w1LL rema1n in operatwon, aLthough dt

-

v‘ﬂw1LL undergo modutat1ons depend1ng on the target obJect1ve,'~ "!Q
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1.1.

1.2

‘251.

" SYSTEM OF BASIC PRICES

3

i

‘_Bas1c pr1ces are currentLy be1ng rev1ewed w1th the obJect of -

,br1ng1ng them into line with the cost var1at1ons recorded in the

5reference countr1es. PubL1cat1on of the new pr1ces is. expected

‘with effect from 1 January 1980

S1m1tarty, it has been found that the sett1ng of. bas1c pr1ces for -

_'sema-f1n1shed products (btooms, b1ltets, sheet bars and slabs) is no

, Longer Just1f1ed, in v1eu of’ the type ‘of product and the non-comparabte

.nature of the operat1ons.: Furthermore, these products are used for the -

~ most part by the steeL 1ndustry 1tseLf, so much so that the constra1nts '

' ARRANGEMENTS .~ S SN

4

l

. sat1sfactory.g

imposed ‘by, the suppl1er countr1es can be replaced by a system of

'constra1nts 1mposed by the 1ndustry,

As. regards spec1aL steels, the ma1ntenance of bas1c pr1ces is under

rev1ew." A certa1n number of the 14 pos1t1ons currentty covered

i together represent only a small proportion of the Community’ s, total
‘1mports of. spec1al steels.- Neverthetess, the . sen51t1v1ty of some

- of these products must be borne in m1nd, 1rrespect1ve of the

quant1t1es 1nvolved L o \-’ . L

‘Moreover, th1s rev1ew w1Ll have to take lnto account the fate uh1ch

u1LL befalL these products under the us tr1gger-pr1ces system.

s

. Geographical coverage :

et

‘The countr1es w1th uh1ch the Commun1ty concLuded arrangements in

'1979 ‘have regarded the operation of these arrangements as generalLyl
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2.2.2.

2.3.2.

Y

. ) ’. ’.2.2‘..:‘ )

2.2

PR

2.3.

7

_2 l3 ;”11-

Product coverage

t Agreements.

~ - re— oy - . P ) Lo N LT .- ) . -

As” was stated earl1er, 1t 1s des1rable for there to be some -
cons1stency between the l1st of products subJect to bas1c1pr1ces

and the’ l1st of products covered by the quant1tat1ve aspects of the

T

, \\4«A,7__. . -

R .

8 o ~ -A,

A consultat1on clause should be 1ncluded 1n the Arrangements " . -_‘1._~

'regard1ng ECSC products that are not covered by the bas1c pr1ces or. the L

quant1tat1ve prov151ons of the Arrangements.

, N ! » . ]

In th1s manner, all ECSC'products are covered for the countr1es H]th %.-"
wh1ch the Comm1ss1on concluded an Agreement . Should ECSC productsi

ngt be covered/by the quant1tat1ve prov151ons of the Agreements, the"

: abovement1oned consultat1on clause w1ll enable\any problem ar1s1ng

to ‘be d1scussed Commun1ty mon1tor1ng also enables permanent’

observat1on to be exerc1sed T

¢ -

I necessary, antt—dump1ng measures could be adopted on the ba51s

of the Comm1ss1on s ant1-dump1ng Recommendat1on (329/?7/ECSC)

o : [ . N

P

)JQuantitative”aspects‘5)

B

L o S LT : BRI
The systemﬁshould‘bﬁ'Kepf‘in'fQTCe in'its-presentfform{ c

- ",reference to trad1t1onal trade patterns w1th the EFTA countr1es,

’

A - exact quotas drawnkup for the whole of thé Commun1ty w1th C

A

(RN

V"

regard to the other free market economy countr1es,

::-f,f. "exact - quotas w1th regard to. the state-tradvng ruuntr1es broken

down by Member State and, in certa1n cases, by product category.
. ! PN _ L
' E "‘“): L *g' ',' ,-),- Lo

The reference year selected by the Counc1l (1976) should be ma1nta1ned
as the reference year for the tradttwonal trade patterns..f However,
as regards the non-EFTA countr1es w1th market econom1es, a’ re-«f
exam1nat1on, case by case,'of the quant1tat1ve assessments should

Fa

be made. o f}('= = AR ”fe% uf.Q~ ' ,N_J} ,
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: 4-2.-11:

4.2.2.

L 4.2.3.

spain

-éPECIFIC.cAsEs OF THE APPLICANT COUNTRIES

¥

The cooperatvon to be 1mplemented w1th Greece and the two’ applicant .

.countr1es, Spain -and Portuga1,~u1lL requ1re a reference to be made

'.to their spec1aL status in the preambLe, and the "acquis communauta1re

to be. appL1ed smoothly 1mmed1ately on accesswon. Spec1f1c regular

‘consultatlons.u1Ll be establ1shed to that effect.

Greece |

-

~Since Greece will become a Member - State on 1 January 1981, it is no

longer desvrabte 2 pr1or1 that 1t should contvnue to be treated

)

e1mpty as” an appL1cant country.

“'The best solution wouLd therefore be to begin tatks with the Greek _‘

,author1t1es in order progre551vety to subject . the Greek steel

1ndustry to the d1sc1pl1ne requ1red of producers w1th1n the Commun1ty
so that the trans1t10n may. be- ‘made smoothly on the date of effective

memberehipf

Portugal =

Since'thislcountry has-receivedzthe~special treatment. abplicable to -
the EFTA countr1es, and the smaLl voLume of 1ts steel- exports to the

) Commun1ty has not caused any probLems, PortugaL shouLd cont1nue to -

‘be’ treated in the same manner as the other EFTA countr1es.

=

Spa1n, an appL1cant country, has become not’ onLy the Commun1ty s B

targest steel suppl1er but aLso the supptwer whose 1mpact on: the

: Commun1ty market has . been the greatest. ‘The prov1s1ons of the

1980 Arrangements should more than suffwce to take 1nto account any
demands from Spa1n for preferent1al treatnent.

1n-the case of this country, it will be advisable to. retain a: SRR

consuLtat1on cLause in the event of. d1ff1cult1es w1th products of

f1rst stage proce351ng._ ”63” '
22

s
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.In conclus1on and 1n the l1ght of the forego1ng, the Comm1ss1onj

: requests the Counc1l to record 1ts agreement on the foLLow1ng"

[

s

L

- - the Comm1ss1on w1lL propose, 1n l1ne w1th the OECD Declarat1on,

PO . N - y e . l L

l*rdfx,conclude bwlateral Arrangements w1th the COmmun1ty 1nvoLv1ng

:’pr1ce restra1nts a1med at avo1d1ng -any d1srupt1on of: the

‘7;‘f‘thommun1ty market which 1s organ1zed on the bas1s of the ‘ ‘

. »:'f Communwty s. gu1dance pr1ces and m1n1mum pr1ces. . Th1s can 'P': 5

; onLy be ach1eved 1f at the same t1me assurances are gvven as:
ito the ma1ntenance of the trad1t1onaL trade patterns ‘with
reference to 1976 W1thout 1gnor1ng the - p0351b1l1ty of a drop

\— . )
in. consumpt1on 1n 1980 e "-l.’;v

N

At

)
e - .
A

- \“the Comm1ss1on W1Ll regulanty report to the SteeL L1a1son
‘{Comm1ttee on the progress in. the negot1at1ons, th1s Commwttee)

‘io u1ll d1scuss .any. problems ar151ng in reLat1on to the" negot1at1ons,

'.w1th & view. to f1nd1ng soLut1ons, f§<v , o

'-'i- h1mportant problems wh1ch cannot be soLved by the L1a1son Comm1ttee o

”u1LL be subm1tted to the Permanent Representat1ves cOmm1ttee,v
S . /. .
‘f o the Comm1ss1on w1lL subm1t the texts of the 1980 Arrangements

1to the Permanent’ Representat1vc Comm1ttee for approval before
-‘*' . o — N 7

f“s1gn1ng them,;"!_ . ‘i _j\' f SRR e - --‘; o

B . s
» RPN PR A

- . . . - [ ‘. - o o
v

_1Moreover, the Comm1ss1on requests the Counc1L to take note of the
.'fact that 1t re1terates the statements entered 1n the m1nutes of
'30 January 19?9 (T/1015/78 Part II, 1tem 2) oh the deadl1ne for

‘3consuLtat1on and on 1nd1rect 1mports. - \' ”_“ . v._ o

3

The Comm1ss1on ca(ts upon the Counc1[ to take a. dec1s1on quvckty

% to enabLe it to enter 1nto negot1at1ons w1thout deLay and thus, . °‘l

' to ensure that the measures aLready adopted are . prolonged w1thout L

1nterrupt1on.
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| GENERAL, POLICY CRITERIA FOR RESTRUCTURING" - L
Co. o THE COMMUNITY STEEL INDUSTRY - E .

J

' The GeneraL ObJect1ves "Steet” La1d doun by the Comm1ss1on forecast
“the deveLopment of demand in the med1um term by ma]or product
category and the. product1on capac1ty needed to meet this demand
They represent the general - reference framework for the act1v1ty

of the Comm1ss1on and all the sectors concerned.

The general s1tuat1on requ1res a gLobaL reductton of product1on
-capac1t1es aimed at. a better structurat adaptat1on of enterpr1ses

i B

to market cond1t1ons.

N

The Comm1ss1on w1Ll see to 1t that the ent1re steel 1ndustry | ‘
part1c1pates equwtabty in th1s effort of adaptat1on, takwng account
part1cularty of soc1al and reg1onat problems.
In this context, the Commun1ty anti-crisis pLan and the act1ons
‘carried: out by the Comm1sswon to’ restructure the iron and’ steel
: 1ndustry are ‘aimed at: '
.-
- .. avoiding any aggravation of existing .imbalances by Limiting
. to the Strictiy'necessary the‘instaltation of new capactties,'~ ‘{“4j
given the l1kety devetopment of demand for 1nd1v1duaL products,
-t . to avo1d that the restructur1ng measures lead to the transfer
| . of 1mbalances from one product category to another, "
. --i : 1mprov1ng the compet1t1veness of undertak1ngs by reduc1ng their
‘“ costs, 1ncreas1ng the1r product1v1ty and 1mprov1ng product

t

~quai1ty, -

- | to’ optimise the suppLy patterns by deveLop1ng cooperat1on,

;‘poss1bly transnat1onal, in aLl cases where such an approach

ﬂ seems des1rabLe and rema1ns compat1ble with the prov1s1ons of
.Art1cles 65 and. 66 of the ECSC Treaty. ' '

N

L ’ . ,

' when.1t.Jssuesfjts-op1n1on on_1nVestment.proJectsaon the: basts of -
Articbe 54, the Commission will pronounce on their conformity with
the- pr1nc1pLes of the Commun1ty steel policy. - In 1ts appra1sal of-

£

State aids granted to steel enterpr1ses, the Comm1ss1on will make- sure
'that such aids fit 1nto the framework of those pr1nc1ptes -and ’ op1n1ons.

S1m1tarty, in 1ts appra1saL of State aids to steel enterpr1ses it will
+ake account of ‘these principles and’ opinions. o . ? 4
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_ p01nts of:v1ew° '

The problem of restructur1ng must, therefore be looked at from tHO’

.
‘ . . .
S . P )
| : N Y
P . e .y
. w - v ' i A

!93?" the appl1cat1on of general and techn1cal poltcy cr1ter1a for
o the restructur1ng ‘of plants, 3 o S ‘
“ Y : . .
‘vlﬁ-4 : the establwshment of closer Commtsston—government 1ndustry !

»“ V.S ’.

¥

consultat1on._f - 4'* "A;’f'} PR Ly

Tt

" The crwterua Hh]Ch the' Comm1ss1on 1ntends to take as 1ts bas1s for
/restructurwng must “be flex1ble, not Just because of the d1versvty of
exnst1ng 1ndustr1al conf1gurat1ons, but also because of the 1nvest—'

ment strateg1es adopted by the management of the undertakwngs. f The.

\. il

o undertakangs must be able’ to- adapt the1r structures»to neu requ1rements

by favour1ng the development of certa1n products as: a functvon of

+
()

e A . ' o . -
. . ) o . . L.

market trends. “s.?.é T R
--./, i "." : B . N A ," l.'..'i v~/tA .
S .‘ , e . o . A"\ .

.’ Restructur1ng 1s powntless unless 1t ensurea ‘that the European steel
'} 1ndustry 1s v1able 1n the long term, . e. pnov1des it uwth a hvgh enough

level of profttab1l1ty for it to keep fts plant up to date and to

1rorove 1ts financial structures. oo S };' S e T

i Lo
2 ,,

;,‘ E— ’-:~,iﬁf"(.‘ _ .
A'th0ugh lou rateS'of capacvty ut1l1satwos are not the only reason for

the lack of prof1tab1l1ty of undertak1ngs, they are,*nevertheless, one‘

of the ba51c reasons, and vn part1cular because of the large proport1onf~“

- of f1xed costs per . tonne th1s 1nvolves together uwth the currert lou

level of pr1ces. In th1s context, 1nvestments for restructurtng must,\

~_v

as .a matter of . prlorlty,,“’ gzt R N

't ,,_,‘ Y'_I L ' T o - ) , - L
N e L] ’ A : ’ o ’ : e

- -_'1mprove’the compet1t1veness of plants by‘reduc1ng the productvon

”"ncosts'1nvolved, 1rrespect1ve of the utvltsatwon rates they are e

‘:obltged to employ, SR j'7t. .\’ A j']* . f',xt

\

- ef :to 1ncrease plant product1v1ty, as long as th1s 1ncrease does not

result 1n a r1se in. the capacwty of the undertak1ng or, group*u1th

pect to the uhole range, of rolled products;ﬂ 1\5 . ~‘;f“



7. The Qrouth in prdductidn'cabacity fbr‘certain items which will result
| from this witl require permanent consultat1on between the Conm1551on,
the governments and the’ management of the undertak1ngs u1th a view to .
creat1ng the synerg1es whwch are. necessary. for the long—term baLance

envvsaged in the General ObJect1ves.
o , - . ",' - . . '
8. The" Connwss1on will set go:ng as qu1ckly as posswbte the \i
' consultat1on procedure on the max1mum product1on '
possvbwl1t7es announced by the enterpr1ses both for crude steet and. for
the pr1nc1pal categorles of products. ~ It remains to be seen. 1n uhat
cases and far uhat products ex1st1ng capac1t1es and those ptanned for-

.

by the undertakangs u!ll exceed demand in the long term.
\.' i T ! P
9. * What is required, therefore, is -

- o on the oene hand that 1nvestment pLans subm1tted by the under-
tak1ngs to the Commtss1on indicate precwsely the place of the
pro]ect in the undertakvng ‘s development strategy, ’

- “and, 6n the other hand, ‘that -State. aids to the steel 1ndustry

: can be appra1sed 1n the overall. context of ‘the benef1c1ary and

of the Commun1ty. : o , ’
“10. To ensune @hev;eherence of all resiructurjnb'prbjects, theﬁtdmmieeionf
must have the plans envisaged. by the undertakings for the period covered
by the.iat?#i'ihyestmenéveeryey,:jie..1982) by SOjJune449SQ.'
11. The COmmissdgn‘ujLi be limiting aid and Lbans’from.;he_Cqmmunity to
‘}hrqjegt§ which contribute to ‘the restructuring of undertakings in Lline
with the objectives and procedures .thus defined. N

-





