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amended by Regulation (EC, Euratom) No 1700/2003 of 22 September 2003 (OJ L 243,
27.9.2003, p. 1), this file is open to the public. Where necessary, classified documents in this
file have been declassified in conformity with Article 5 of the aforementioned regulation.

In Ubereinstimmung mit der Verordnung (EWG, Euratom) Nr. 354/83 des Rates vom 1.
Februar 1983 uber die Freigabe der historischen Archive der Europdaischen
Wirtschaftsgemeinschaft und der Europaischen Atomgemeinschaft (ABI. L 43 vom 15.2.1983,
S. 1), geandert durch die Verordnung (EG, Euratom) Nr. 1700/2003 vom 22. September 2003
(ABI. L 243 vom 27.9.2003, S. 1), ist diese Datei der Offentlichkeit zugénglich. Soweit
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IDE - MEMOIRE

' on the fixing of the ECSC levy rate and on the
. establishment of the ECSC operating budget for 1982 -

It is customary for the views of Pa.riiament to be sought before
the Commission takes a decision on the levy rate and the ECSC
operating bnd.get for the fina.noia.l year 1982. .

This aide-mémoire forms the basis for the consultation of
Parliament, ‘It is divided- into the following oha,ptere'

I, General introduction.'

11, Ana.lysil of requiranents reported and resources available
- for 1982. “ :

III. Draft operating budget.

’ Specific‘ factors affeotixrg the covering of budgetary requirements
. fom 1982 are described in Chapter III. - '

- The a.ide-mémoire is also 'being sent to the ECSC Consulta.tive Committee

- for information.



I. GENFERAL INTORMATION

This Chapter summerizes the information needed to set the draft ECSC

operating budget for 1982 in its eccrnomic, political and financial context.

A. ECONJQMIC CONTEXT

l. The econcmic ocutlock for 1981 and 1682

The cyclicazl downswing in the Community economies, which stafted at the
beginning of 1980, continued until the first quarter of 1981, Since
then, the deterioration in the business situation has halted, as the
results of industrial surveys have shown. However, a nuxzher of
constraints, in particular the continuing high level of interest rates
resulting from the monetary policies pursued in the United States,
have continued to affect business in the Member States. Az a moderate
recovery is not expected until the autwnan, the Commurity's gross
domestic produvet in real terms is expected to drop by around 0.5%
between 1980 and 1981, compared with growth of 1.1% in 1980 (see table
overleaf),

The sharp deterioraticn in the labour mar + chserved throughout last
year has continued in 1681. Whereas unempl nent was just over the
six-million mark at the end of 1579, it passed 7 million in the summer

of 1980 to reach 9 miiiion a year latsr (ssasonally adjusted figures).

The rise in impori prices ~ caused by the appreciation of the dollar -
and the upward thrust o wzge cosis, lergely the result of diminishing
rrocuctivi ty gains, combined tc produce an excessivs rate of inflation
in the Commwniiye. Despite thz slowdown exces’ed irn the secord half

of the year, the concumer price deflator iz liksly 1o rise by 11.5% in
1981, against 11,9% in 1980, Wide divargenclies arc e1ill observed

batween the Marber States,

The deterioration in the balance of paments on currsnt account which
began at the end of 1978 wes reversed at the beginning oT 1981, following
a more favourable trerd in ithe veiwse ~f trade. However, the depreciation
of the Community currencies hag ceatinued to produce such an adverse
movement in the teras of trade {hat the currenteaccount detizit for the
Community as a whole, whiclh was zl.esdy wapning a% 28.3 billion ECU im

1980, is likely to increase stiil further.
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The outlook for 1982 is unpredictable in the extreme, If the
international climate improves and there is an appreciable drop in
the rate of inflation, the reéovery in demand and production which
looks set to begin towards the end of 1981 could continue and even
gather a little momentum over the next year. However, current
forecasts show that the expected recovery will be limited. Real GDP -
growth will remain below the potential rate ofa growth (estimated at
around 2.5 % ), and disparities will persist between Member

States. Lasting economic recovery and an improvement in the labour
situation depend on several factors, foremost amongst which is a

pore rapid readjusiment of economic siructures.

The following table shows the growth in gross domestic product in
re¢al terms in the Community from 1979 to 1981.

t GROSS DOMESTIC FRODUCT IN REAL TERMS
(% change over previous year)
| 1979 ~ 1980 19811
Lﬁenmark 3 0.2 ko)
Eederal Republic of
ermany +ed 1.9 025
reece 4.0 1.7 0.5
ance 362 1.3 0.5
Ireland 1.9 049 1.75
Ttaly 540 4.0 ~0.25
%Netherlands 242 0.5 -1
%uelgium 2.4 2.4 -1
F,uxem’bourg i 3.6 04 =3.25
Ued ted Kingdom . 0.9 -3.0 -2
. i
Comuunity 344 1.1 : =045 i

o

lﬁolmded figures,

Scurce: 1979: BEurostat. 1980 and 1981: Commission estimates,



e

2, Outlook for the coal industiry

Demand for cocal 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 scurcas.

"nis is most noticezdble in the use of coal in powser stations. In the
United Kingdom, congumption of cother primary ensrgy sources is already
at a minimum, so tuat any reduction’in eleciricity generation leads

1o a corresponding redﬁotion in ceal consumption, In France, the
growth in the use of nuclear energy is eating into ihe share enjoyed

by coale

In the steel inaustry, demand for coke has peaked, leading to a

slight fall in the demand for coul by coking piants.

In other industries, ithe effecty = ag yet limited ~ of the moves %o
convert heating installations to coal~firing have been offset by the
general r-duction in economic activity over recemt months,

.

However, irnluostrial production seems t0 khave bot .omsd cut in the

first helf of 1981, after falling sieadily for 19 monthe, and some
signs of recovery are starting t¢ urpear. I *his continues, it could
lead to demard for coal picking up agein 11 19

Cn the supply sias, the invesmeon! [rogsramdes which cexl producers

Ly wught in some years ago. higher prodictivity apd the rmazintenance of
national cubsidies %9 cellieriaos have made it nosrible since 1979 to
roverse the eariler decline in Tommwud”y urodusiicn, ‘the level is now
around 245 million tonnes, tco which wegs e odded a cartain volume of
coal recovered from *ip~hsaps., Jalic.zicns 2t present are that

Comwanity produciion comld reach. s viw.lar level in 1982,

Over the samre period, impovts I{rom rnon~memoer countries shot up from
59 million tonnes in 1979 4o 74 milliocn *orwes in 1930; this is not
lakely to be excesded in 1581, maintr Gecauss of Aifiloulties

experienced by severzl srporiing cowmtries
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With the supply of coal increasing, and overall demand in the
Community levelling off over the last two years the stocks of
coal and coke held by Community producers have risen from

39 million tonnes at the end of 1979 to 56 million tonnes at the
eud of May 1981, an all-time record for the Community.

Prices of Community coals are continuirg to rise, in line with
production costs and in parallel with the nominal rise in world
energy prices, Since world coal prices are usually expressed in

US dollars, the sitrong appreciation of the dollar against European
currencies since the beginning of 1981 has meant that Community coals

Lave been distinctly more competitive in relation to imported coalse

3. Prospects in the iron and steel indusiry

2t 1980 total Community crude steel output was 127,7 million tonnes,
12.5 million tonnes (9%)down on 1979, giving a capacity utilization
rate of 63%, as against nearly 69% in 1979. Demand started to fall

oif halfway through the year and declined more rapidly in the fourth
quarter, when production was 19% below the level in the fourth

caarter of 19793 this was due to a severe recession in steel-consuming
ivdustries coupled with heavy destocking, Steel exports to non-member
crwntries also fell in 1980,

ia the early months of this year, activity in steel-consuming
industries contimued to slow down, but the rate of destocking slackened,
oudl then the situation levelled off in most Community couniries around
the middle of the year. This, coupled with a drop in steel imporis
fren non-imember countries and the normal seasonal fluctuations, led

tc a slight expansion of output 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
(9$ million tomnnes). Demand for steel is expected to pick up slightly in
the last quarter, except in the construction industry, and total steel
production in 1981 is estimated at around 125 million tonnes, a drop of 2%
on 1980 aﬁd almost 11% on 1979. So despite the cutback in capécity from
202.5 million tonnes in 1980 to 197.9 million tonnes in 1981, there is no

improvement in the utilization rate.

To ensure comparability, all the figures just guoted are for the Community
of Nine. For the Ten, output in 1981 will be of the order of

126 million tonnes.

Steel prices on the Community market fell sharply arourd the middle of 1980,
vut this movement was halted by 4ihe quota sysiem which the Commission '
introduced in Ociober of that year. By September 1981, prices had been
restored to the same level ae in spring 1980, tut they remain well below
prices charged on the domestic markets in the United States and Japan, and
further quarterly increases will bz needed to offaset the unremitting rise

in costs and to enable steel firms to start operating at a2 profit againe.

The economic ocutlook for 1932 is unceriain, but it is poesible that the
Community will see a =light reccvery. However, the main steel-consuming
sector = fizxed capital invesiments in equipment, machinery, buildings and-
vehicles — loocks scarcely set for rapid or substaniial recovery, save in
the area cf iuvestments linked to energy productiom. GCGrowth in demand for
steel will therefore be woderate, perhaps in the crder of 3 or 4% over the
1981 figure. Any improvemeni in the erternsli trade bvalance for steel
producis will be slight and total steel precretion for the Community of Ten

in 1932 ecould be 31 miliion tonmnss.



B. POLICY CONTEXT

The general objectives of the ECSC are determined for all time by Articles 1

to 5 of the Traaty of Paris.

For both coal and steel, the Commission at intervals presents general
cbjuctives or guidelines bearing on the future development of the ECSC
induetries. Coal is also one of the particular items covered by general
pepers put out by the Commission on the subject of Community energy policy.
Tiie medium—~term guidelines for both coal and steel also cover manpower
questions, thus indicating the context surrounding the various social
policy activities in which the Commission/High Authority engages pursuant
to the Treaty. In two annual reports - the Report on the Results of the
Survey on Investment in the Community Coal and Steel Industry and the
Fi~ar=2i1al Report on ECSC Financial Activity -~ the ECSC publishes facts

ard figures on the recent and foreseeable trend of investments and what the

Cormurity is doing to finance them.

The following remarks are not intended to take the place of the data in
these reports, but are simply concerned with certain key points or recent
developunenis which the Commission wants to highlight in establishing its
dr;ft ESSC operating budget for 1981. The industries themselves, the
FCEC's social policy and financial activity in the budgetary year are dealt

it dn turne

e Coal policy guidelines

Cewniszion measures under the energy policy are predicated as always on
the need to reduce dependence on imported oile 1In 1980; the Council set

the Community's energy policy objectives for 1990 as follows:

— ghare of o0il in primary engrgy consumption to be cut to 40% (from 52%
in 1980);
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- share of coal and nuclear energy in electricity generation to be

raised to 70 or 75% (from 60% in 1980C);

- the ratio between growth of energy needs and economic growth to be

brought down to at least T:10;
—~ renewable energy sources to be developed;

-~ consumer: prices to reflect the £ituation on world markets and  the cost

of developing new energy sources,

The succes; of the Commrunity in pursuing thess objectives depends largely
on the plausibility of the assumptions underlying national energy programmes
a8 regards future nuclear capacity and the feasibility of the cﬁangeover
from ¢il to coal in power stations and industry in gencral and all the other

necessary investiments.

The main investment projects in coal mines are concerned with maintaining
extraction capacities, boosting productivity ard cutting operating costs.
Investmeni is indispensable throughoul the coal chain -~ in.infrastructure
(transport and handling facilities, including port facilities, preparation
of coal, etc.), coal cousumption capracity in electricity generation and in
"other industries™ where there is an enormous potential for substituting

coal for oil,

Thne Commission will continue to take action under Articie 54 cf the ECSC
Treaty by providing credit for indusirial projects in ccal mines and under

Article 55 Dby supplying propsr suppcri for terhnical recearche

As for Community production of ccking enal, *he Community scheme of support
for intra-Community trade set up by Jommission Jecision 73/287/ECSC on

15 July 1973, expiring on 371 December 1981, is 1o ve extended with minor



changes to 31 December 1983 (Commission proposal in (COM(81)424 final,
28 July 1981). Extending the current system for a brief two-year period
would give time to work out a Community coal estrategy under a coherent
energy policy, with measures relating to supply of coking coal and coke

for the steel industry.
Through the general budget the Ccmmission is also helping to reinforce

Community action regarding demonstration projects on the gasification and

liquefaction of coal.

2. Steel policy guidelines

Commission measures on the steel marketi
The sharp drop in demand and prices in the second half of 1980 and the
failure of voluntaf& restraint agreements to remedy the situation meant
that Article 58 ECSC had to be brought into play. Accordingly, the
Commission, with the assent of the Council, imposed a mandatory prdduction
quota system on steel firms for the period from October 1980 to June 1981.

Quotas were fixed in such a way as to match supply and demand more closely.

he initial effect of the quota system was to stabilize the market, halt
the collapse of prices and even help prices to start rising again. Steel
demand has remained low and the Commission took account of this when fixing

production quotas for the first and second quarters of 1981.

At the beginning of July this year it was found possible to irtroduce some
flexibility into the quota scheme for certain products (quarto sheets,

heavy sections and wire rod), where the scheme now applies on a voluntary
basis. For other products (those based on wide strip, reinforcing bars and
“rolled merchant products) producers have not entered into voluntary restraint
agreements; with the assent of the Council the Commission has accordingly
established new mandatory schemes for these prcducts. These schemes apply
until June 1982,
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At the same time, two measures have been taken on prices - stricter
enforcement of the prizing rules (Article 60 ECSC) and application
of these rules to stockholders by Commission Decision approved by

the Council under Article 95,

These measures, in conjunction with the quotas, seek to establish
a sound basis for improving steel price levels yet further, which
should make it easier for producers to restructure and pave the

way for a more orderly cdevelopment of the employment situation.

Steel in_external relations

By way of acdition to the crisis measures under Ariicle 58 and as

Y

a means of seeing that they apply coherently, the Commission established
external meésures for 1981 to ensure that massive impcrts from non-member
countries do not compromise the Community's internal effort to revitalize
the steel market. The Commission has entered into bila.eral arrangements
with fourteen non-member countries providing “or discipiine on volumes
and prices so as to aveid disrupting the Community market and hence to
support Comnunity prices. It should e noted that as a result of the

low prices still charged in the Communit& and of the fall in consumption
observed throughout the ;ear, the agzregate volune of imports from the

fourteen couniries inm guestion in 1781 was well Yelow the 1980 level.

The Commission has continued its practice of piblishing basic prices
for imports, and, viorking closely with the Member Statss, has kept
the import prices of steel products Iror countries subject tc *the

basic prices system under surveillance.
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Aggregate exports from the Community to the rest of the world in 1981
were well below their 1980 level.

In 1982, external measures, while reflecting the need for effective
cooperation with non-member countries, will continue to be predicated

on internal measures as before.

The deterioration of the steel crisis in the second half of 1980 and
in 1981, and the impact this has had on the financial position of producer
firms, have heightened the urgency of reducing capacity and restoring

competitiveness.

The Member States have been under growing pressure to help their firms,
often to survive, and this has further intensified the risk that subsidies
would depress prices or preserve them at non-profitable levels; with

the Council's unanimous agreement, the Commission accordingly established
general rules on aids1. They 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 application of stricter rules will help
restructuring to proceed with all the speed that the current situation
demands. The new system uniformly covers all aids that can be given to

the steel industry.

lcommission Decision No 2320/81/ECSC of 7 August 1981 establishing
Community rules for aids to the steel industry (0J L 228, 13 August 1981, p. 14).

%Decision No 257/80/ECSC (0F L 29, 6 February 1980, p. 5).
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AL its 26 ard 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 restvoring normal market conditions

in the medium term. It emphasized the follcwing points:

- aids to steel firms must be gradually discontinued over a specified

period;
~ aggregate production capacity in the Community must be cut back;

~ no increases must be allowed in production capacity For certain

categories;

-~ aids may be given to firms or groups only if they are restructuring

and if the general result is a reduction in capacity.

Reetructuring is =till the primary objective which the crisis measures
must aim for, especially as the latest survey on investrent, carried out
in January 1981 and covering investment plans of all firms, reveals that
between 1980 and 1985 there w1ll be an aggregate increase in capacity for

finished products.

3. Social policy &uldelines

The main features of the Commission's sonia

i

policy under the ECSC Treaty

are:
(i) aid granted under Article 56 to help redeploy -.orkers;
(ii) the financing of research proiects on cccupational safety under Article 553

(iii) +he granting of low-interest loans from own furnds under Article 54

to promote workers?! housing.
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I+ should also be recalled that for several years the EC3C has been
giving assistance in the form of interest relief to promote the

creation 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 current restructuring efforts.

Acticn planned for 1982 in connecticn with social

rssearch and housiﬁg will continue on the basis of the principles
previously applied by the Commission and outlined in Chapter II.
Consequently the developments described below cover only the social

aid connected with the restructuring policy.

’

The economic situation grew very much worse in the second half of

1980 and tﬁe first few months of 1981, and the employment situation
followed the same pattern. Substantial job losses in the steel
industry in 1980 (72 000 jobs lost, or 10.7% of all employment, at an
average rate of 6 000 jobs per month) continued in 1981, though at a
less rapid rate. In the first seven months of the year 29 00C further
Jobs were lost, so the monthly average is still in excess of 4 000.

In these circumstances it is clearly essential to help redundant

steel workers adapt to new jobs.

Even if they qualify for all readaptation aids, former steel and coal
workers have the greatest difficulty in finding jobs. Steel is not
really a very special case; finding a job anywhere is extremely

difficult in view of the very high level of unemployment
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in all sectors 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 ard June 1981 unemployment rose by 34% in the
Community as a whole, Hence the emphasis placed by the Commission
on the need to promote job creation policies and programmes to go

hand-in-hand with the appropriate readaptation measures.

The ECSC's traditional readaptation aids have been — and still are -
“an important means of easing the situation of redundant ccal and
steel workers. But special measures héve had to be taken in view

of the extremely difficult situation of the steel industry. In

May 1979 the éommission accordingly made proposals for the
establisnment of special temporary allowances to help steel workers,
in connection with the Community restiructuring plan, and in June 1981
the Council approved these proposals in a medified form, introducing
alds for early retirement and aids for workers on short time. it is
felt that these aids fall within & broad interpretation of Article 56
EC3C. .

Tnis Council Decision, establishing an aid programme expected to cost
a total of 212 million ECU (of which 112 million BCU must be committed
in 1981), will put the Community in a better posiiion to meet its

obligations towards workers in this key industry.

.On the job création front the Commissicn s considering the possibility
of introducing a rnew series of specilic support measures to complement
lasting aid in the form of interest relief. Useful inspiration can
be found in the scheme of assistance for the empicyment of young
people under fhe Soeial Fund. As it i3 nut possibles %o quantify the
budgetary impiications at the present time, this paper &oes not take

thenr into account.
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4. Financial activities

ECSC Financial Report No 26, summarizing the Community's borrowing and
lending in 1980 and setting out statistics analysing and comparing

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

Borrowings contracted in 1980 totalled 1 004 million ECU, compared with
837 million BECU in 1979 and 1 069 million ECU in 1978. Loans paid

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

€76 million ECU and 798 million ECU, ;

Industrial loans1 amounted to 757 million ECU in 1980, compared with
595 million ECU in 1979 and 667 million ECU, conversion loans2 to
266 miilion ECU, compared with 59 million and 113 million ECU, and
subsidized housing 1oa.ns3 to 8 million ECU, compared with 22 million

and 18 million ECU.

Total borrowing and lending since the inception of the ECSC is thus
brought to 7 411 million ECU and 7 241 million ECU respectively
(including 227 million ECU in loans from own funds). The balance
outstanding at 31 December 1980 was 5 406 million ECU of which

2 205 million ECU fall due for redemption between 1981 and 1934,
and total servicing costs for the debt, including interest, are

3 782 million ECU for the same period.

In 1980 ECSC financial activity continrued to satisfy the strong demand
from undertakings wishing to modernize or restructure, not only in the
steel industiry but also to a large extent in the coal industry, which

received loans totalling 234 million ECU,compared with 238 million ECU
in 1979 and 263 million ECU in 1978.

In 1981 loans raised by 15 July amounted to only 226 million ECU and

loans paid out were correspondingly lower.

Yarticle 54 ECSC.

Articl 6 ECSC.,
3ﬁr icle 5

£C3C special reserve funds and part of the former ECSC pension fund.
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In spite of the rise in interest rates the ECSC has continued to obtain
relatively favourable terms on the capital market and has successfully
developed a policy of private loans when conditions on the open market
were unfavourable. EC3C issues are also favourably quoted on the

secondary bond market.

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

subsidies for priority investments, particularly conversion projects.

The same will apply in 1982, when the ECSC will have to pursue an active
policy of aid for invesiments in these priority sectors and, as far as

possible, in the development of coal production.

At the end of July 1981, total loan applications approved by the Commission
but awaiting settlement amounted to 2 949 million ECU for the ECSC industries
(Article 54) and 556 million ECU for conversion (Article 56). Applications
being processed amount to 3 185 million ECU for the ECSC indusiries and

160 million ECU for conversion. The repayment period cencerned by some

of the applications received extends over several years.

However, a general estimate of the likely trend in loan applications

may be inferred ffom tne planned investments ir the Comnunity coal industry:
1 540 million ECU in 1982 as against investunents of 1 7€7 2illion ECU in
1981, 1 655 million ECU in 1980 and 1 167 millioa ECU in 1979.

»

s

Investment in the steel industry, whici drorpec to 2 050 million ECU in
1978 and 1979, picked up in 1980 to stand 2% 2 375 million ECU, and is

estimated at 2 762 million ZCU in 198317,

If the active policies envisaged above can e implemnnted, borrowings
made by the ECSC could again amount to arousd 700 million ECU in 1982,
provided that market conditions work to tre advantage of 1he undertakings

concerned.
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C. FINANCIAL CONTEXT

Pursuant to Commission Decision No 3334/80 ECSC of 20 December 1980,
fron 1981 onwards all the ECSC budget figures are expressed in ECUs,
and the claims and commitments under the budget and the relevant

contracts are denominated and settled in the same units of account.

“itn regard to the assessment of the draft 1982 budget, the rise in
prices between 1981 and 1982 which has to be taken intoc account in
tbe final comparison between the two financial years is expected to

J€E 1‘:}‘\

The main financial problem involved in drawing up the EC3C budget for
198? remains the problem of balancing the budget at a time when industry,
notasly the Community iron and steel industry, is encountering serious
jifficulties.‘On the social side these difficulties are reflected in

th2 budzet by a marked rise in foreseeable commitments for aids for
resettlement and by the introduction in 1981 of the new temporary

social measures (aid for early retirement and for short-time working)

which the Council adopted for 1981-84 under the Community steel policy.

It was racognized that the financing of the steel industry social

mezsures could not be covered by traditional ECSC resources. The

Courcil decided that Member States would make an ad hoc contribution

to provide an initial tranche of 50 million ECU towards the 112 million ECU
tc be committed for aid in 1981. The Commission, in preliminary draft
supvlemertary and amending budget No 2, proposed to the budgetary

aathority that the remaining 62 million ECU should be covered by a

transfer from the general budget to the ECSC,

his procedure would neutralize the financial impact of the new measures

on the balance between requirements and traditional ECSC resources.
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In ite letter of amendment to the preliminary draft 1992 general
budget, drawn up on 23 October, the Commission prorosed a transfer
in 1982 of 50 million ECU to the ECSC to finance planned commitments

for social messures in the steel industry in 1982,

As the decisions on the financing of the new social measures will
be taken under the general budget procedure on the bassis of the
pronosals already submitted, this aide-mémoire concentrates
mainly on the problems posed py the balance between requirements

arnd traditional resources. v

With regard to the financing of commitments for resettlement aids,
the original figure for total commitments entered in the budget

(75 million ECU) will have to be revised steeply upwards in 1931.
Bven allowing for the f.ct that some commitments extend into the
1982 financial year, the increase in the rate zt which redundancies
are occurring in the steel industry has made it necessary to rzise

the original forecast to 124 million ECU.

The table in Annex B indicates the measures taken by the Commission

to meet the increase in reguirements from resoirces.

The Commission is z2nxious to prevent the pressure on the ECSC's
traditional resources due tc the exceptional volume ¢f demand

for resettlement aid from producing excessive distortion in the
orerzting budget. This is also a mejor factor in the finuncieal

beckground to the dr:ft 1582 budget.

The approach adopted by the Commission in relation to the balance
of the operating budget for 1982 and its proposals are set out

in Chapter III of this aide-~mémoire.
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1I. ANALYSIS OF REQUIRRITENTS REPORTED AND RESQURCES AVAILABLE FOR THE
FINANCIAL YEAR 1982

This chapter first of all gives a detailed account of the two factors
traditionally taken into account by the Commission in determining the
levy rate on which to base the draft budget for the next financial

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

Article 49 of ithe ECSC Treaty empowers the Commission to procure the
funds nseded to pursue the activities set out in that Treaty by imposing
levies on the production of coal and steel. These levies are assessed
annuglly on the various products according to their average value, but,
purguant to Article 50, the rate thereof may not exceed 1% unless

previously authorized by the Councile.

To fix this rate it is first of all necessary to estimate requirements,
then to consider how far these may be covered from budgetary resources
other than the levies, namely the interest on investments and on loans
financed out of own funds and cancellations of provisions. The amount

which will have to be covered by the levies can then be determined.

Hext, the likely yield from the levies is calculated on the basis of a
preliminary — and thus sometimes unavoidably inaccurate - estimate of the
average values of the various producis,; and in the light of the estimates
(also somewhat tentative) of the volume of output during the year. The

probable levy yield is first expressed as the estimated yield from a rate
of 0.01%.

These are the two main elements described in this chapter.
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The next stage is to determine the extent to which the Community must
forego satisfying the requirements which exceed the resources provided’
by the present raie, or, conversely, how far the rate must be either

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

The following presentation of requirements reported and foreseeable
resources is modelled on the systematic analysis of the data for 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
general budget, this presentation lists separately the main features of
each heading (1egal basis and descriptiocn of the operation, type and
breakdown of expenditure, explanation). Three categories of expenditure
are unavoidable, in that they derive from decisions already taken‘
(administrative expenditure, aid to coking coal and coke for the stéel
industry) or from framework agreemente with the Member States (on aids to
resettlement).J To give a clear picture, the explanation for expenditure
which is not unavoidavle (research and interest relief grants) is more

detailed than fcr the other chapters.

.

A. REGUIRKVENTS REPORTED FOR 1982
The traditional terms will be used here: "3B" signifies recuirements, while
"R", which will appear later, signifies resources. Tnese terms are intentionally

different from those used in the general budget (“expenditure" and "revenue").

1« Ordinary requirements

CHAPTER B 1: ADMINISTRATIVE EXPENDITURE

1« legal basis and description of operation

Legal basis:

- Article 50 of the ECSC Treaty:

~ Article 20 of the Merger Treaty;

— Council Decision of 21 November 1977 (0J L 306, 3¢ November 1977, p. 28);

-~ ECSC contribution to the Commission's adminisirative expenditure.

2. Type and breskdwoa of expenditure

Annual lump—sum payment in four egqual ocuarterly instalments.

3. Explanation
The Council has set the amrual amouat ol the lump-sun payment at

5 million FCU.
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CHAPTER B 2: SOCTAL MEASURES .

B 2.1. Aids to resettlement (Article 56 ECSC) ' ' .

Te legal basis and description of operation -

Legal basis:

- Artlcles 50 and 56 of the ECSC Treaty,
- Bllateral agreements concluded between the High Authority/bommlss1on and

the Governments of the Member States.
The High Authority/Commission provides non-repayable aid towards:

e payment of tideover allowances to workers;

th yment of tid 11 t ki

((11) the payment of resettlement allowances to workers;

(iii) the financing of vocat1ona1 retraining for workers having to

change their employment.

In some cases, the tldeover allowance is replaced by a contrlbutlon

'correspondlng to the cost of a brldglng-penslon scheme .

The grant of the aid is conditional upon payment by the State
concerned of a special contribution of not less than the amount of that
aid, unless an exception is authorized by the Council, acting by a

two~thirds majority.

A

2. Type and breékdown of expendifure

Creation of a provision to subsidize, by means of a 50% relmbursement
expenditure incurred by the Governments within the scope of the

‘agreements signed.,
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The breakdown by indusitry and by country of the requirements as estimated

from the dzta provided by the Governments is as follows:

m ECU

Country | Coal - Steel and iron— Total
ore mines per country

Belgium - 4.5 4.5
Denmark - - -
Germany 1.5 16.0 17.5
Greece - , 1.0 1.0
France 2.0 8.0 10.0
Ireland - - -
Italy - 1.0 1.0
Luxembourg - 145 1.5
Netherlands - 15 1.5
United Kingdom 11.0 69.0 ~ 80.0
Total per industry g 14.5 102.5 117.0

.

The social repercussions of the present situation remain difficult to
predict, of course, and the forward figures can therefere be no more than
tentative. The total figure of 117 million ECU should e considered as

a minimum rather than a maximum estimate.

3. Ixplanation

The coal industry's recuirements are lower than those estimated for
1981, mainly as a result of the progress being made in recrganizing the

industry.

On the other hand, recuirements in the iron aid steel industry continue
to cte at a high level, owing to ithe graduwal rationalizing and restructuring
of the industry. It is estimated that tens of thousands of jobs will be

lost in the iren arnd steel industry.
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Article Be2.2 Social measures in connection with the restructuring
of the iron and steel industry

le Legal basis and description of operation

Legal basis: Conclusions of the T17th Council meeting of 24 June 1981,
introducing two temporary social measures under Article 56 (2)(b)
EC5C, on a bread interpretation of that provision,

The measufes involve contributions by the ECSC towards the financing
of special allowances for early retirsment and short-time working to
be paid to workers in iron and steel undertakings under the Community
restructuring programme, These measures will supplement the aids for
resettlement already authorized under Article 56 ECSC, Like the
latter, the new measures will be the subject of bilateral agreements

between the Commission and the Member States concerned,

2. Type and breakdown of expenditure

Aids in the form of partial reimbursement of the expenditure incurred
by the Governments within the scope of the agreements signed.

3¢ Explanation

The iron and steel industiry's financial requirements remain high
because of the gradual resiructuring of the industry, Tens of
thousands of jobs are expected to be lost in the industry in 1982,

The funds requested in the letter of amendment to the preliminary draft
general budget total 50 million ECU,
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CHAPTER B 3: ATD TO RESEARCH

1. Legal basis and description of opsration

legal basis: Articles 50 and 55 of the ECSC Treaty

The High Authority/Commission is required to enccurage technical and
.econonic research into the production and increased use of coal and
steel and occupational sarety in the coal and steel industries. To
this end it grants aid to finance research aiter receiving the

Council's assent.

2. Type and breakdown of expenditure

Creation of provisions to cover part-subsidies which take the form of
the repsyment of a proportion of the actual costs of research projects
approved by the High Authority/Commission in accordance with the
procedures provided for in the Treaty; these cover, in particular,
the consultatian of the ECSC Consultative Commitiee and the receipt

of the Council's assent. In most cases, the aid granted amouants to

€0% of the estimated and substantiated costs.

The applications can be bLroken down as follows:

m ECU
Heading 1 Secter . Ard requested
B 3.1 ) Steel ! 69
B 3.2 Cozl 40
3 3.3 Sociel and medical 12
TOTAL 121




- 28—
3. QGrounds

Steel research

. ) A
' The crisis currently affecting the steel industry in the Community
-has demonstrated the need for sustained and coherent actioﬁ to

1

restructure and modernize this sector.
This action must be accompanied by R&D, which is vital for developing
- new technologies for fe—équipment and modernization programmes which

will lead to lower‘costs and improved internétional competitiveness.

Research will also make a considerable confribution to marketing'by -
improving the quality and sophistication of the products of the
steel industry. ‘ L -

- "With regard to international competitiveness; it should be noted that
the gap between the Community steel industry and its main rival,

Japan, has reached such propcrtibns in recent years that the Community

. now has to import advanced Japanese technology in a number of key

sectors. This devélopmenf is a result of much higher expenditure on .
research in Japan - estimated at three times thelCommunity level in

an industry whoée prdduction of crude steel is slight1y>lower. The .‘
" Community must étep up its reéearch effort in order to compete with

this more progressive attitude towards R&D. -
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As a result of developments in the steel industry and the accompanying
riew scientific and technological needs, a new FECSC medium~term
orientation for steel research was published earlier this year

(0J ¢ 99 of 2 Vay 1981). This research has two main aims:

(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 cuality). ,

The main topics covered by proposals for ECSC aid in 1982 range from
greater productivity and better energy conservation during production
and processing to improvements in product specification and performance.
The particularly high levels of financial support required by these
applications show the interest of the industry - both producers and
consumers ~ in this cooperative R&D programme while their technical
content reflects the possibility of further progress in improving

the competitiveness of Community steel production.

Coal research

Prices for petroleum producis have been rising steadily and there are

no imaediate prospects of this stopping.
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In response to this situation, the Europeen Council, meeting in .

Strasbourg in 1979, de01ded to aim at reducing Community dependence_ :

" on 0il 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 definite -

political will to reduce the oil bill and the share of oil by

concentrating it increasingly on sﬁecialist sectors. -

Te first step is to reduce overall demand for energy, without damaging
economic growth and implement a rlgorous energy—sav1ng pol1cy. :
i 7 /.

] .
/

At the same time 1ncrea51ng attentlon needs to be pald to alternatlve
sources of energy, the most 1mportant of these being coal.
/ ' : ' .

The return tq coal entails improving the productivity and position

" of the cOal 1ndustry 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 Community coal industry continues to
encounter grave difficulties due to labour problems, the dlverslflcatlon _

of seams and the 1ncrea31ng depth of work1ngs. : o

“The Commission produced mediun-tern (1981-85).guidelines for coal

research1 and a large number of technical research’ progects have
'been submltted to the Comm1ss1on for f1nanc1al aid under .
Article 55 ECSC. :

\

1

Tor ¢ 94y 17 april qggo. St e e
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Most research projects are concerned with mining engineering and in
particular coal winning (including upsiream and downstream processes)
and the fight against mining hazards (firedamp and rock pressure).
Modern techniques to improve the management of coal workings are also

beginning to become meore important.

New coal winning technigquez supply the preparation plants with a
raw material of ever decreasing quality. Joint research is necessary

to overcome this difficulty and improve product quality.

Most research into coking is concerned with improving the yield and
capacity of carbonization and producing better quality coke while at

the same time respecting envirommental considerations.

Increasinglf, the present energy situation requires improved products:
from the cecal industry and new methods, especially as regards the

conversion of coal into hydrocarbons.

N

The 1982 coal research programme will ccver the following topics:

Mining engineeving

-~ Development work

Firedamp, veniilation and rock pressure

Wirning and working

Outbye operations unierground

- FKodern maragement technigues,

Upgradinz of coal

Preparation of coal

Coking

Combustloh of coal

Physical and chesical upgrading ard new mzthods.
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Social research

. The 1982 social research’programme will cover the following, by now

o . - . N ~

~traditional, topics:

the effect on workers! health of occupational‘hazards and-physical

conditions at their plece of work: occupational medicine programme

- ergonomics .,

. = mifie safety

- 1nduetr1al health in coal mines

- technical measures to combat pollution at the place of work and near .

to steelworks

- safety in the_steel industry.

-

'Research will continue to be carried out in close collabcrationlwith u

"the industry by means oprrior consultation of employers, wofkers,and

. government experts.

A

’
- L

Two items in the programme call for‘epecial comment ¢

\ - : .

The "Mines safety II" programme was prepared in 1981 in collaboration

" with the appropriate industrial associations and should be launched

A

'

in>1982. As an instrument for promoting research it is eagerly awaited
by the mining 1ndustry and will complement the work of the Mines Safety
and Health Comm1ss;on.» The programme will. deal chiefly with the

tradltional risks of mining operations but con81derable attention will

also be devoted to research into the human element and the s001ological

{
and psychological causes of accidentse °

\

The first tobic‘to be investigated in the area of safety in the steel .
industry will be the prevention of accidents in continuous casting

plants, into which Community research will be conducted in 1982,

i
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CHAPTER B 4: AIDS IH THE FORM OF INTEREST RELIER GRANTS

1. Legal basis and description of tre operation

Legal nasis:  Articles 54 (investment) and 56 (conversion) of the

EC3C Treaty, and Decisions of the High Authority/Commission.

The ECSC may use its own resources to provide interest relief on

certain types of loan. The relief is calculated in ECU at a rate and
. . . A

for a term fixed by the Commission. It currently stands at 3% over

five ycars.

2. Type and breskdovm of recuirements

Provision for offsetting part of the interes:t due on loans disbursed
by tne ECSC, in accordarce with the contracts drawn up between the
Commission and the beneficiaries.

N

e estimates as regarde ~arplicatioms oreak down as follows:
Th at te s rpl S K A foll

m 2CU
Heading Sector i *1ds applied
! for
. | | |
41 ; Invesiment i 75
' 4.2 | Cerivertson i 59
l T
L i ‘..‘., ';‘_.‘ ::’ 75

..

aryl tin
Lvplanation

BC3C loens witn interest relief :re tie princinal financial
-instruments for promoting priority invesiments, particularly those
connected with meeting the requirenenis for the corl and steel

industries and with creating jobs for former EC3C workers,



Investments
In thn 1nvestment fleld the aim of 1nterest relief is to encourage
/certaln types of investment in the ECSC industries. . The Comm1ssion's
current criteria for granting relief are as follows:
(1) research and tr aining centres, and the el1m1natlon of

~ bottlenecks (og ¢© 73, 18 June 1970); ‘

Y e

T

(ii) stabilization of coal production: relief is limited o -
' 1nvestment 1n shafts, underground w0rk1ngs and haulage
' and winding equlpment (0J ¢ 79, 29 March 1980)

The Comm1851on reserves the rlght to apply and adapt these cr1ter1a
"in the light both of ite aSsessment of current priorities and of

the appropriations available. Among other things it is env1saging'
the possibility of encouraging prlorlty investment in coal, notabLy ’
B for energy-bav1ng. On the.other hand, apart from certain cases where
interest subsidies are already being given for steel restructuring,

it confirms‘that it is not planning to give this fofm of support.

The requirements recorded for 1982 amount to 25 million ECU.



Conversion
LonverS1on loans with interest refli f are granted to firms or public:
bodies whlch eaoourage 1nvestmenus croatjng new )cbs 1n revlons hlt by

.declining econcuic ac t*v1ty in the CO@l and steel ind ustr1es.

4

L " . The guldellnes drawn up by the bomm1531on for grantlng convers1on loans
‘are publlshed in OJ C 178, 27 July 1977. They have since been changed
_slightly (OJ C 82, 29 larch 1979, D. 8) to tighten up the rules for ,
global loans, whlch have proved a very effective instrument for creating

'

‘pew jobs in small and medium-sized undertakings.

The maximum loan eligible for interest relief at the rate of.3% for 5 years
at .the moment is 20 OCO_ECU pef new job, equivalant to mayimum non—
returnable aid of '3 000 ECY per. job, althougL the Commission reserves the
e right to revise this rate. When recrultlng, tne recvplents undertake to
give prioi?fy to former ECSC wérkers. /

N . EE ) s

Thig‘programme is mhuo ueplgned to he vrovide ﬁobé fof workers formerly
i ronged, jn tha'vcmmunl wy's 1ron arﬂ :be(l or coa1 industrles and thereby
' w> neet, in this specific i eld soie cf uhL Comm*s 1on's bas1c
: chligations unde“ Q.t1cle 5r(?a) c? tbe EC Sp Treaﬁy." ‘
Tue Comm13ulon is working along Pe same linss as the central - and
>*n"1onaL authorities in the Memter Stater, It bas vestiy 1ncreased the
; ‘ number of conversion loans granted fr:n pine (eighi direct and one global)
| in 1977 to 34 (twen,v three d;rnct and elevern r’ob»l) 3:1 1980+ This has.

resuited irn the crearlon ot some 10 0G0 new jchs per year.

b . . . —

! Co

1—-1 X

n 1682, a

in the past, thevstress is likely t¢ be placed on conversion

u

. regquirements in the iren and stesl irdrstry. 1% is self-evident that -
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rationalization and restructﬁring plans for the industry in 1982 and 1983 will
involve further substantial redundancies, and thought must pow be given to
ways of compensating for this. As regards the total amount to be allocated to
this fype of aid in 1982,‘50 million ECU would allow the creation of at least

15 000 new jobs, providing sufficient valid applications for aid are received.

CHAPTER B S:- AIDS UNIER ARTICLE 95 OF THE ECSC TREATY (COKING COAL
AND COKE FOR THE STEEL INDUSTRY ‘

(1) Legal basis and description of the operation

Legal basis:

(1) Article 95 of the ECSC Treaty

(ii) High Author;ty/bomm1ss1on Decision 73/287/ECSC of 15 July 1973
(OJ L 259, 15 Septembep 1973), as last amended by i
Decision 3058/79/ECSC of 19 December 1979 (0J L 344,
31 December 1979); since this Decision will expire on
3 December 1981, the Comm1881on ‘has proposed an exten51on (and
slight amendment) until 31 December 1983 (com(81)424 final,
.28 July 1981)

The ECSC makes a lump~sum contribution to the special fund for easing .
- intra~Community trade, the rest of the finance being provided by the.
Member States and the steel 1ndustry.

(2) Type and breakdown of requirements ' S

AY

Provision for a lump~sum contribution of 6 million ECU to the fund
(the ECSC annual contribution).

. Commﬁnity aid may be granted in.respeotfof a maximum amount of

47 million ECU, oorrésponding tov14 million tonnes of coking coal per
annum., If trade drops below these liﬁits, the reduced subsidies will
be drawn first from the Communlty s contrlbutlon (6 million ECU) and
the 17 million ECU contributed by the steel industiry and then from the
'24 million ECU paid in by the Member States.
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(3) Explanation

The'éim cf the special system of aid to coking coal and coke is to help
nmaintain production of blast—furnace coal for the Community's iren and
steel indusiry, and aiso to enable the coal and the coke derived
therefrom to be sold at prices reflecting world market prices,

Arart from Community aid the system 1éys down pricing rules for the
prcivcfsbconcerned and authorizes the producing countries to grant

production and sales 21d to their collieries.

N
.

Requiremenis not entered in the budget: Jloans for financing

suvsidized housing

In additicr {0 *he requirements to be finanted by non=repayable grants

=

‘rom the year®s résources, there is the ECSC housing subsidy scheme,
wriech Las beon in operziion since 1055, Forecasts for this programme
are included in this zide-mdmoire to compiete the picture of all ECSC
interventions for Parliament and the Consultstive Commitiee. For
zase of understanding, the presentation follows the same analytical

Tormss &8 for the requirements alrerdy descrived.

(1, Legsl basis ard descrintion of the operation

Tegel basis: Articie 54 and Decisions -of the Haigh inthority/bommission
- +o0 the housing programmes tie funds from the "special reserve"

g
consiituted by iaterest from invesiments .and from loans against own

ECSG interveniion takes thz form of reduéei-interest loans, and eases
the cost of {inancing hcusing ly edding +he Tunds lent by the Community

to »esources nrovided nationelly.
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, ) |
(2) Type and breakdown of requirements

' Grant of long-term loans at 1% interest to the responsible national .-

bodies or other financial institutions.

The Commission intends to allocate 30 million ECU, averaging out at
15 million ECU a year, to the second phase (1982-83) of the ninth
subsidized hou51ng programme. L

\

(3) Exgianation

This scheme has the twin aim of:

" (i) complementing Community policy in the coal and steel industries; and

;o

(i1) improfihg living conditions for workers in these industries.
~ The criteria for the graﬁting of the loans are described.in detail on
pages 2 and 3 of OJ C 299, 30 November'1979.‘

. . . | ° - . .
tThe soheme is both in the interest of workers, 81nce it alleviates the ’
effects of price increases and high interest rates, and of benefit to the

industry, since it facilitates reorganization.

The number of dwelllngs subsidlzed by means of ECSC loans at 1 January 1981
stood at 167 517. '
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3. Surmary of recuirements revorted

Total requirements reported therefers amount to 374 million ECU to be
financed under the operating budget, plus 15 millior ECU in the form of
below-the-lire lozns at low interest rates for the building of subsidized
housing. ‘The figures for requirements reported are summarized in Annex D,
in the “applica*ions” cnlumn.

B. ORDINARY RESCURCES AVAILABLE

Tae remarks on terminolcgy made on page 23 apply here too.

1. Resocurces for the financial year

CHAPTER R 1: CENERAL FESOURCES
TITLE R 1.1: Levy

1e Legal bacis and description

- Articles 49 and 50 of the BCSC Treaty

- Decisions 2/52 and 3/52 of 22 Decemter 1952,

The lewries ars nzlculated cn the basis of a fixel scale per tonne which is
decided each finzuecisl year by the iligh Auﬁhority/CommiBsion and published

in the Official Jowrnel.

2. Type ard breardosun .

Levy resources sre the sums owing, and duly established,; in the form of
levies payalle on output in the 1982 finmancial year and calculated on the

basisz of the preduction declarationa made by the underialiings.

3.

The latest estimztey cf the average values which aserve 2s the basis for
celenlating the levies suggest itret the figures frr the 1381 firancial year,
which relate to %re weference period from * wuiy 1380 to 30 June 1981, will
be gome 20% higher in the care of ccal arnd roughly 7% for steel than the

figures for 19081.

ow noted that thare is zn apereciehle margin of uncertainty in
these figurea; +his is bhecause the dspartmentis concrarned are not yet in
pessession of all tas reguisite data, and forecazting yroduction in present

Elle

economic condivicus Iz very uncar
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Tonnaée subject to the levy, and yield from a rate of levy of 0.01%

Production foiécas:s .gne.lzxy
on which the le 8 poin
Product calculated v in mﬁllion
‘ million tonnes EC

Brown coal briquettes and
semi-coke derived from brown

coal 4.4 ‘ e 0.02
Hard coal of all categories _ 197.9 ’ 1.26
 Coal = total \ o 1.28

Pig iron other than that . ’ )
used for making ingots 4.0 . 0.05

Steel in ingots ‘ 130.0 o 2.36
Finished products . 100.1 ' , 0.83
Steel =~ total - 3.24
GRAND TOTAL . | .52

TITLE R 1.2: Interest: other headings -,

1. Legal basis and description

Resources deriving from income on investments and on loans against
non—-borrowed funds will be determined when the Commission adopts the
~ balance sheet at 31 December 1981. Under its Decision of 30 April 1975,

" the Commission enters in the budget the interest available from the previous

financial year.

2.' Type and breakdown

A breakdown of forecast resources based on the latest estimates is given below:
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- . ‘ . . —

Titles | Heading million ECU

R 1.2 r interest on investmeais and loans

azzinst non=ocorrowed funds 75

R 1.3 Fines and late peyment surchergss token entry
i R 1.4 Migcellaneous revenue token entry
1
i
{ !

3. Exolanation

The figure for interest revemue is based on axn ez iuate of the resources
whicia the Commission will be in a posmition to release waen it adopis

the valsnce sheet ad 31 December 1981.

CHAPTRR 3 2¢ CAUCELLATIONS QR COMMIMITINS WHICE WILI, PROBABLY NOT RE

TULEARTTTD

LT A s v

The provisions crsated in response to Commigsion aid decisions must be

given fangicle form within a reascnable period of time by the contracting

The Commissicn's Internal Rules for the drawirng up and implementation of

the ECST operating budget therefore provice that in the exceptional event

of waaue delev at whis atage the provisions will be cznzelled.

Toz Rules alvo provide 1hat onca all rerties heve duischirged their obligations
wicer the segal coimi-iment, any remaining peri of the provision will likewige

e caieelled,
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The amounts thus released become available again as resources for the

current financial year.

2., MNature and breakdown

Save in the exceptional cases where decisions on the earmarking of funds
are not followed up within a reasonable period of time by legal commitments,
any cancellation of earmarked funds normally indicates complete discharge

of the contract, agreed with the other contracting party.

The estimate of 3 million ECU shown in this chapter relates, in essence,
10 cancellations of allocations for resettlement aid. Only a token entry
would be needed for the other items which might be involved (cancellations
of balances‘remaining in respect of contracts which have been performed

in full, delayed legal commitments, etc.).

3, Evynlonation

It is difficult to estimate the rate of cancellation in respect of
reseitlement programmes, as it depends on negotiations with the governments
concerned. The estimated figure of 3 million ECU is based on an average
rate for 1982,

CUAPTER B 3: REVALUATION OF ASSETS AND LIABILITIES

Tuis chaplier, showing a token entry, is provided 1o record the net effect

of changes in exchange rates during the financial year.

CHAPTFR R £:  UNUSED RESOURCES FROM THE FINANCIAL YEAR 1980

This chapter, showing a token entry, provides for any balance remaining from
the funds of the rrevious financial year to be entered as resources for the

current financial year.

CoAPTER R B2  BEXTRAORDINARY INCOME

1. Lepal basis
~ fgresment of 24 June 1981 between the representatives of the Member States

(Luvxembourg, 717th Council meeting);

— Article 235 of the EEC Treaty.
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2, HNature and brezkdnown

This chapter contains the additional resources intended solely for financing
aid in connection with the restructuring of the steel industry (article B.2.2).
In 1981 the liember States made national contributions amounting to

50 million BCU to the ECSC for this; in its preliminary draft supplementary
and amending budget No 2/81, the Commission proposed an additional payment

of 62 million ECU from the general 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.

2. COVERING OF REQUIREMENTS NOT ENTERED IN THE BUDGET

Funds to cover requirements for the consiruction of subsidized housing are

obtained from:
-~ the resources made available for this in the former ECSC pension fundj;

- the resources in the special reserve.

1}

These resources are made up of the interest paid on loans already made and

fresn approgriations allocated to the special reserve.

Tre allocatinn to the special reserve of the addilional rescurces required

will be decided when the Commission adopts ths balance sheei at 31 December 1981.

3. SUMMARY CF POSSTBLE ORDINARY EESOURCES AVAILABIE FOR 1982

The estimates of {raditionel resources other than levies amount to 78 million ECU
(irterest avaiiable = 75 million ECU: canceliztions = 3 million ECU).

As %the yield from a lavy rate of 0.07% has been estimated at 4.52 million ECU,
the yiéld obtained from levies can be estimated at 140 million ECU, assuming

thzt the curreri rate of 2.31% is maintained, The total ordinary resources
evailable for 19C2; ascuming that the lev, rate remains unchanged, is

estimatad at 218 million WCU. The estims‘ed resources are summarized in

Annex D in the section on "resources',.

o e~ —m e
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III. DRAFT ECSC OPERATING BUIGET FCR 1982
A. COMMISSION APPROACH

The Commission's approach is predicated upon the following

considerations:

To finance the exceptional social requirements to be covered by the
social measures for the steel industry, special funds must continue to
be provided. The Commission has already made proposals on this in its
letter of amendment to the preliminary draft budget for 1982

(Chapter I 8 C above), and it is now for the budgetary authority to
take appropriate action. The Commission would emphasize that if the
sccial operations concerned are to continue, the necessary funds must
be available in good time, for there is no question of the ECSC's own

available funds being able to bear the new expenditure.

This last point is amply borne out by the figures shown in this paper,
since, if the levy rate remains at 0.31%, applications for aid in terms

of conventional requirements exceed all the ordinary resources available

by 58%.

For financing the requirements otiher than those appertaining to social
measures, the Commission recognizes that the very high level of
applications for readaptation aid (at least 117 million ECU, and
probably much more) raises a very difficult problem, mainly because this
expenditure cannot be avoided. In 1982 the Commission will nevertheless
endeavour to continue financing the Community share of aids for workers
under the agreements signed by the High Authority and the governments.

With overall resources of 218 million ECU, assuming the levy is kept at its

present rate, and taking into account the other inevitable expenditure (administratiwe
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expenditure fixed by the Council under Article 20 of the Merger Treaty
at 5 miliion ECU and aid for coking coal fixed at 6 million ECU Ly
Commission decision under Article 95 of the ECSC Treaxy), the remaining
funds available to meet research and interest subsidy requirements in
1982 would be 218 = (117 + 5 + €) = 90 million ECU.

In the present situation, with the Community steel industry still
sulfering from extracrdinary difficulties, the Commission considers that

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

Amcunts sct aside for research and for interecst smbsidies will therefore

have to be kept within the overall limit o 90 millioan ECU.

'

Be FINANCIXKY PROPGSALS

The Commission'z proposals for the 1982 ECSC operating budget are

tabulaied in Annex D and are based on the fcllowing factors:

~ total funde of 268 million ECU, includir.g special funds of

50 miliicn under the social measures for sizel;

- unavoidatle exverdiiture of 128 million ECU {o bhe charged to the

seaventional recourscs of 218 million ECU:

e 5 miliieon ECY as administrative expenditiure;
e 117 million ESU as veadaptaiion ald;

o 6 willi-n ECU as aid teo cckdrg coelg

-~ 90 piilicn BCY to be aliocaied to vesearch expznditure and interest

aubsgildies,

As rsgexds divisicn of the 0 million between the two Thapters concerned,
the Commizsion considers that interest subsidies clearly deserve priority,
especially in cernection with corversicn, given the direct link with

the creation of new jobs. It thercfore proposes that this Chapter be
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'given‘51 million ECU, of which 40 million for conversion aids.

vThe amount Left for researoh support thus shrinks to 39 million ECU

(from 44 million in 1981). It is proposed that 17 million be devoted

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

Given the present circumstances of both the coal and the iron and steel
industry the Commission is well aware how regreffabte iflis that the funds
allocated to research in the ECSC Budget must,be reduced rather than in-
creased. . - : o N ’

The cutback is due to'the‘exceptional budgetary cdnstra#nts resulting fron‘
the Commission's obligations in the social sector. .~ v o '
Although this cutback is quite the opposite of what is really needed, the ' -
Commission has been forced to accept it for 1982; but it regards it as merely

r

temporary.

The Commission recently-sent two communications to the Council, one on a
global strategy for Commun{{y scientific and technical research and-the

other on an energy strategy. -

. Coal and steel research occupies a very 1mportant place in these strategies

and should, in the Commission's view, be reviewed in this general context.

The Commission therefore intends to re-examine coal and steel research so as

to adapt it more closely‘to‘the requirements of the two industries:'?

By way of conclusion, the Commission proposes to adopt the 1982 ECSC
operat1ng budget at a total amount oﬁ 268 m1lL1on ECU, broken down as

shown in the Table in Annex D. .

\
1

i

It therefore proposes that the levy rate be set at 0.31%

s
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C. DRART HIHCET

- The draft budgel established by the Commission and amounting to

230 million BCU is presented in Annex D.



~TMPLEMENTATION OF THE ECSC OPERATIONAL BUDGET FOR 1980 = -

»

former ECSC Pension Fund

_8-7_

. (in m EUA
- BUDGET FINAL . . - BUDGET - | FINAL
REQUIREMENTS FIGURES' FIGURES . RESOURCES FIGURES | FIGURES
OPERATIONS TO BE FINANCED FROM CURRENT RESOURCES OF THE FINANCIAL YEAR
RESOURCES (NON~REPAYABLE) o : ’ _ :
1. Admlnlstratlve expenditure 5 5 l. Current resources . .
| B 1.1 Levy yield (at 0.31%) 116.5 11_4.82
] “1.2 Interest on investments and on . : .
E ‘ loans from non=borrowed funds 23 . 23 .
‘ 1.3 F1nes and surcharges for delayed - _
. - payment 0.9 - 1.1
, , . 1.4 Miscellaneous ' 0.1 -
2. Aid to resettlement \ " . , 2. Cancellation of commitments whlch will ’
 (Article 56) - 67 67 not now be implemented ‘ 5 6.2
3. Aid to research o 3. Revaluation of assets and liabilities - 0.9
- (Article 55) 44 LN 43.8 L » - : :
3.1 Steel 19 ' 19
3.2 Coal 16 16
3.3 Social .9 8.8 »
4. Interest relief grants ‘61-5 - 50.8 o 4. Unused resources carried over from ,
4.1 Article 54 - Investment . | 33 22,3 | - ‘the financial year 1379 - - =
4.2 Article 56 — Redevelopment o 28.5 . - 28.5 | } ‘ o 1 o
5. Aid to coking coal and metallurgical S v - 5. Drawing oﬁ contingency reserve 10 .10
coke (Article 95) ‘ 16 .6 . , _ ' o
6. Surplus o - 11.4 6. Exceptional revenue (Declslon of the " . . '
’ ‘ : Member States of 18 September 1980) .28 ! 28 L
. | : '
; .
183.5 184 . . \ . 183.5 184
OPERATIONS FINANCED WITH LOANS - ORIGIN OF NON--BORROWED FUNDS : i ;
FROM NON~BORROWED FUNDS ‘ ; . . - . . ' !
7.+ Social housing + ' 7 7 v 10 - . 110 - 7. Special reserve and part of the C 10 < rlO.“' >

}commission's budget estimates at 30 October 1980.

661 000 EUA deducted for bankruptcies.



ANNEX B

Ll

o

ECEC OPURAT{CNAL BUDCET FOR 1981

- 67 -

(in m BUA)
- Ystimated | Estimated
. N fadet rate of KESOURCES Buwigetlrate of
REGUIREMENTS [igure imple— + figure |imple~-
mevtation . mentation
OPERACIONS 10 FE FTWANCED FOM SURIBNT RESGURCES FOR THE FINANCIAL YFAR
EESOURCES (HO4-~REPAYABLE)
l. Admiunisirative espenditure 5 5 1. ©Surrent resources
2. Social expanditure 15 236 1.1 Levy yield at 0.31% 120 127
2,1 Aid %o resettlement (Article 56) ™ 124 1.2 Interest on investments and on loans
2.2 Sccial measures i4 from non~borrowed funds 40 40
conmection wivh stecl 1.3 Fines and surcharges for late payment :g%g; -
e ing - 112 .
restructuring ‘ 1.4 Miscellarecus Zﬁ%ﬁ? =
3 ?zitﬁﬁlzaii??Ch AL 44 2. Cancellation of commitments which will
TEEEEE L ™ probably not be implemented 2 25
1,1 Stee 1 1 . e
a1 Stesl 9 ? 3e Revaluation of assets and liabilities Zg%i; -
3.2 Coal 16 16 ‘ ~ : token
4. Unused resources carried over from the entry
3.3 Social 9 9 1980 financial year ’
4. Iutcrost relief grunts 3z 32 4.1 Interest subsidies 10.7
4.1 Investment (Article 34) 7 7 4.2 Other 0.7
4.2 Conversion (Arzicle 56) 25 25 | 5. Exceptional revenue - 112
5. Aid 1o coking coal and 6« Drawing on contingency reserve - T.6
metallurgical coke (Article 95) 6 6 -
: 162 323
162 323
OPERATIONS ¥ INANCED WITH LOANS FROM . ORIGIN OF NON-BORROWED FUNDS
NOM-BORKOWED FUNDS 7. OSpecial reserve and part of the former 11
. . ) ECSC Pension Fund ’ -1
6. Social housing 11 11
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Inférmation relating to levies

The latest available 1nformatlon on production and the levy yleld

_ for the current flnan01a1 year is given below..

lLegx yield for the period from Januéry fo Juﬁe 1981 (provisional estimate) 7

Production serving
as a basis for the
calculation of the

- levy 1 o ‘
in million tonnes | in m EUA

. Levy yield
. Product ' '

Brown~coal brlquettes and . . _ :

semi-coke - ' ‘ o . 2.2. e 0.2
A1l types of hard coal - , 7 99.2 1 1643
16.5

f Total fof‘coal

Pig iron other than that required .

for the manufacture of ingots : o .20 L 0.7

Steel ingots. ' (‘ _ | ) o 63.2 3.1

Finished products - o 48.7 - 12.1
~Total for éteel - . i .  E ',_ ‘ 46,9

GRAND TOTAL . S 63.4




ECuC BALANCE SHEET AT

R

.. _DECEMBER_1980

L

ANNEX C©

(in m BUA)

ASSETS

LIABILITIES

1.

Cash in hand; balances with
central banks

Loana and advsnnes to credit instiiutious

-~ repayuble on demand

~ with agreed maturity daiee or periocds
cf notice

Nt securities held in porifelio
Dinvursed losns

Beuoversble issuing costs arg
redemution premiums

Banl: deposits fer tonds and coupons dus
wvat not yet preserted for payuent

Land and buildings
Other assets

Accruals and deferred income

5.8
548.2

5 514.7

72.7

554

24.8

523.4

24

3.
4.

Te

Bonds and coupons due but not yet
presented for payment

Long~ and medium—term debts

Other liabilities

Accruals and deferred income
Coumitments for ECSC operating budget
- Financial aid

~ Cther

Reserves

A, Gusrantee fund
B. OSpecial reserve

Ce Former pension fund

Unallocated balance

555
5 405.7

14.8
224.6

496.0

445.4

0.1

376.7
119.3

260.0
143.5
41.9

16 642.1

The complete version of the balance sheet (with explanatory notes) will shortly be published in the Official Journal of the
European Communitiess

_Tg"



DRAFT ECSC OPERATIONAL BUDGET FOR 1982

ANNEX D

— (in m EUA)
REQUIREMENTS APPLICATIONS | PROPOSALS RESOURCES - PROPOSALS
OPERATIONS TO BE FINANCED FROM RESOURCES FOR THE _FD\IANCIAL YEAR
RESOURCES FOR THE FINANCIAL YEAR B . '
(NON-REPAYABLE) . g
1. Administrative expenditure 5 5 . 1. Current resources
2. Social expenditure ‘ 167 167 1.1 Levy yield at 0.31% 140
2,1 Aid to resettlement (Artlcle 56)| - 117 117 1.2 Interest on investments and
) on loans from non=-borrowed
2.2 Social measures in funds _ 75
connection with . -
steel restructuring 50 . 50 1.3 Fines and surcha.rges for late
3. Aid to research (Article55)) 121 39 payment | token entry
' 3.1 Steel 69 17 104 Mlscellan.eous token entry
2 Coal 2. Cancellation of commitments which
3.2 Coa 40 413 will probably not be implemented 3
~ 3¢3 Social 12 9 3. Revalustion of assets and
4. Interest relief grants - ‘ 75 51 liabilities token eniry
4.1 Investment A (Article 54) .25 1 4. Unused resources ca.rrled over o
4.2 Conversion (Article 56) 50 40 - from 1981 token entry
5. Aid to coking coal and 5« Exceptional revenue 50
metallurgical coke (Article 95)| 6 6 :
374 268 : _ _ 268
OPERATIONS FINANCED WITH LOANS - ' ORIGIN OF NON-BORROWED FUNDS
6. Social housing ‘ 15 15 6. Special reserve and part of

- former BCSC Pension Fund

15




