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INTRODUCTION

1, This Memorandum examines the financial aid fer the gseal industry planned
by the Member States in 1981 from the point of view of its compatibility
with provisions of Commission Decision 528/76/@0801) and with the proper

functioning of the common markst.

2o The 1981 Hemorandum follows the zame patiern az that of the previous year,
The main section is deveied to the economic and financial problema of under-
takings and to the compeiitive situaticn on the ceal market: The compatibility
of aids to current production with the proper working of the common market
pursuant to Article 3{1) of Decision 528/75 is examined on the basie of these
dalae. The Annex describes individual measurss and their compatibility with the
other provisions of Decision 528/76,

3. Under Article 2 of Decision 528""2’6g the Commission regsived informetion re-

l"

arding aid measures for 1981 frem the Goverumsnte of the followlng Menber States,
. o

(a) the Cerman Government,
in a letter dated 5 March 1981

(b) the French Government,
in a letter dated 8 May 1981

{c) the United Kingdom Govermment,
in a letter dated 16 Juns 1981

(d) the Belgian Government,
in a letter dated 23 July 1981

4o It is evident from ths foregoing that the Member States were late in sending
information for 1981 to ths Commissioni this should have been submitted in
November of last year pursusnt to Article 2 of Decision 528/76. This has

1)0J Mo L 63 of 11 March 1976, pele
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delayed completion of the Mgmorandum. The relevant Commission department has

also taken longer than usual to prepare the Memorandum because of the delay

in receiving information which is required toﬂoheqk that national aid measures

were acceptable,

There were two reasons for this delay :

(a)

(v)

Covernmenis generally had to take account of particular factors of uncer-
tainty in caloulating aid for 1981, The rapid rise in prices on the world
coal market which has had repercussions on the prices and returns for
Community coal and, in turn, on subsidies and the exchange rates beiween

the dollar and national currehoies of coal-producing Member States has
oreated uncertainty which has caused governments to adopt a cautious approach
in caloulating the level of aid measures, o '

Special circumstances have been responsible feor delays in Belgium and the
United Kingdom, Owing to the threat of a miners' strike in the United Kingdom,
subsidies had to be comfletely revised in the spring. The Belgian Govern—
ment had %0 restructure its funding system for aid to the mining industry to
keep the ocost of subsidies to the publio purse aé low as possible. This
question will be disoussed in more detail below,

Where the Commission obtained knowledge'from the reports of Member State
Governments of economic faois which are covered by the obligation of pro-
fessional seorecy as set out in Article 47 of the ECSC Treaty, these have

not

been included in this Memorandum,

oo/o;
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6. In caloulating the amount of aid per tonne for 1981, the following output

was used as a basis (million tonnes, t=t)3

Federal Republic of Germany 93.6
France 1765
United Kingdom : ' 125,0
Belgium 6.1
TOTAL 242.,2

TR XPERER 2N

7. For converting the aid amounts expressed in national currencies into ECU,
the following exchange rates were used 3 {average for first half of 1981)

1 U= DM 2,55
= FF' 6,01
= UKE 0,54
= BFR 41,5
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"CHAPTER II

. THE_SITUATION ON THE COMMON MARKET FOR COAL IN 1981 AND THE TRENDS
IN FINANCIAL ATD TO THE GOAL INDUSTRY

The situation on the common market for ooal

This Memorandum desoribes only the most significant features of energy and
coal market developments in 1981, specifically those which affeoct aid measures
and the competitivity of Community coal, The figures refér 10 estimates
available at the time of writing (August 1981).

In 1981 there will be a further slowing down in general economic expansion in
the Community compared with the previous year, Real GDP will problably drop
glightly (~0.6%) with a corresponding effeot on total primary energy consumptionj
this is expeocted to be 1 to 2% lower than in 1980, Aq regards individual energy
sources, oil consumption is expected to fallwsignifioantly but the consumption
of nuclear energy will rise sligﬁtly; coal oconsumption will probably remain

at the same level or drop slightly, |

The seotoral pattern of overall coal consumption will probably change only
8lightly in 1981, Power station demand for coal will increase marginally and
household demand for coal will hardly change at all, while Mother indusiries"
.will probably oonsupe the same amount as in 1980, This consumption trend will,
however, be offeset by a drop in the amount of coal used in coke-ovens '

‘(- 3 million tonnes), coke sales having suffered because of the orisis in the
steel industry, ‘

Community coal supplies will fall in 1981 and production is expected to
drop by some million tonnesj imports will probably remain at their 1980

level,

7../..
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Pithead stocks of Community coal will rise again in 1981 by some 5 million
tonnes to over 44 million tonnesl). If ooke stocks - which will also rise in
1981 by 2.4 million tonnes - are included, total coal and coke stocks held
by Community producers will reach 58 million tonnes by the end of the year,

This trend shows that there is an upward trend in eonsumption on the Community
coal market but that in the face of competition from imported coal, Community
coal is finding it difficult to expand its markets which would avoid a further
inorease in pithead stocks.

If the regional and g;ographical differences in conditions of competifion which
affect Community ocoal through transpori costs and influence firms' sales policies
are discounted, there was a general increase in prices in 1980 on the world coal
marketj this is boggd +g have a benefigial effect on the competitive poq1t10n

of GCommanity coal/ The fo]lowing trends emerge from the information obtained

by the Commission on world market prices for ooali

Table A
1, Importecd coal prices
(Community average) US ¢ per tonne
Quarterly Powerstation coal As at Coking coal
average (free-at-frontier (ARA CIF pri-
CIF prices) ces
I 1980 46,43 l.1, 1980 68,50
II 1980 ) 48.52 l.4. 1980 69,00
III 1980 51,46 1.7.1980 69420
IV 1980 54.44 1,10,1980 69,55
I 1981 60,21 1,1,1981 7570
II 1981 63.54 1.4.,1981 80,05
1.7.1981 84.35

1Inoluding strategic stooks in the Federal Republic of Germany



-6 -

2. Fxchange rates against the US Dollar

Quarterly
a.vergﬁcs

I -1980
II 1980
IIT 1980
Iv 1980
I 1981
II 1981

1 UsSD

M

1.77
1.81
1.77
T 1,91
2,08
2,27

FF

4.14
4.21
4012
4.41
4.85
5.41

BER

29~
29~

284~
31,~-

34--
3T~

UKL -

0,44

0.44

042
0.42
0.43
0.48

The figures in these two tables show-fhat there has beénva répid rise not only

in world market coal prices but also in exchange rates since 1980.'In purely

arithmetical terms, the price increase and exchange rate changes acted together

in raising world market prices in national currencies for power station and 6oking'

coal between the last quarter of last year and the mecond quarter.of this yearl.

Communitx
average

Expressed in

"
"
”
”

Community -

gverage

”°
”
”
”

Ixpressed in

”
”
"
”

Table B

World market prices for coal in national currencies

USD per

DM per
FF per
BFR per
UKL per

USD per
DM per
FPF per

BFR per

UKL per

Quarter

tonne

tonne
tonne
tonne
tonne

(POWER STATION COAL)

IV 1980

54444

1044=
240.-
1 6880"
22,86

COKING COAL

As at ¢

tonne
tonne
tonne
tonne
tonne

1,10,1980 "

69.55
1330‘-
307,

2 1560"‘ .

29,21

II 1981

| 63.54 7

144.-
3444~
2 351w

. 30.50

]

Percentage in-

crease

+
+
+
+
+

1.4,1981

80,05
1820"
433,-

2 962~

38.42

1647

3845
4343
3943

33+4

+1
+ 3
+4
+3
+3

Lime level of prices in 1981 ocompared with +that at the end of 1980 hss an important
influence on the adjustment of prices for Community coal and the calovlaticn of

aid in 1981,
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Price increases expressed in national currencies were slightly higher for

power station cocal than for coking coalj over a period of six months, they

were of the order of 30 and 40%. If the coal producers in the Community had bteen
in a position to itake advantage of this and increase their returns accordingly,
the amount of subsidy needed in 1981 would have been less than in 1980, as amining
costs did not increase by 30-40%, However, such an increase in returns from
Community coal was impossible for itwo reasons: First, the terms of trade as between
national currencies and the U3 dollar swung back in the dollar?s favour in auiumm
1981, by which time the dollar had dropped 15% from the peak it had reached ia
swamer 1281, The world market prices sxpressed in national currencies dropped
correspondingly as the worid market price for coal in dollars has hardly changsd.
Secondly, undecr the contracis vwoncluded with purchasers; the producers canmot
make price changes (alignments) continuallyy 3-6 moaths?® notice noraally has

10 be given, As the wriss im the dellar ecvefﬁd a ghort period of enly 3-4 menihe,
the producers were able to improve thelr returns only slightly, if at all, They
wara therefors unable to sitand up to coupstitire pressure from lmporied coal om

their own in 1981 and aid is honce reguired if they are to survive fimancially.

The financial situation of ths ceal industry ia the Community

Complete calculations for costs and returns in 1930 have been obiained from
undertakings, thus making it possible to gompare trends with the previous year,
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Table C
Financizl situation of the undertakines
1
Production costsl) Returng DifferenceB)
ECU/t ___inorease ECU/% increase £oU/t
1979 1980 _ 4 1979 . 1980 . 4 1979 1080

Federal Republic - ’
Belgium 93.- : 100,= +. Ted " 43¢~ 4Te= + 943 =50e~ =53y~
France 68~  T64- + 11,8 43, 53e= 4 2343 =254 =23,
United Kingdoma) 45, 63~  + 31,3 4le= 53e= + 29,3 = Te= -10.->

1; Total costs including capital service and depreciation
2) Including opercast mining
3) The losses per tonne are not fully comparable with the subsidies per tonne shown
in Table 2 in the Annex, vhich were calculated in accordance with the method
laid down in Decision 528/76, because of the way in which subsidies are entered
in company accounts,
It can be seen that production costs have risen - exocept in the United Kingdom - by around
8 to 12ﬂL Cenerally speaking, the factors determining this trend have been the effects of
inflation and the discrepancy between the rise in output per manshift (a Community average
of 1.2% compared with 1979) and the wagze increases, In the United Xingdom there was a much
higher rise in costs which was due to particular circumstances caused by various factors 4

including the effects of hizgh inflation,

Although the pattern of returns varied from one country to another, the general trend wés
for earnings fran Community coal te follow world market prices in 1980, is can be seen from
Table A on page 5, coking coal prices on the world market remained virtualiy statio between
the first and last quarter of 1980, btut steam coal prices had already risen appreciably by
the third and fourth quarters,

b

With the exception of France, the discrepancy between costs and returns has led to a
deterioration in earnings., Price movements on the world mariet thus failed to improve
Community firms' earnings in 1980, This confirma %he sonclusims reached in the 1980 Memo-

randum,

oo/oo
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At the time of writing, no exact figures for production costs and returns
in 1981 were available, A further increase in productiocu ccsts on the sgame
scale as in previous years can be expected as the factors whish caused production 5
costs to rise (increase in materials cosis,; wages and interest) will continue
unchanged in 1981, It is difficult to predict the trend in returns for Community

ceal for 1981, There is now a completely mew situation, The relatively coniinuous,
but moderate increase in prices on the world coal markst in recent years gave way

t0 a rapid increass in prioes, especlally in the first six months of 1981, and

this was considerably zcoeniuvated Yy changss in the exchange rates. The trend has
been reversed in ths zecond half of 1981 as the dollar has Qropped in vBiue, 4a
already sialted sbove, the producers ars finding it difficult to adjuet quickly to
sush develiopmentsg. Faliwmgtlsg the returng; losses and alds for the second half of the
year is also more dAifficwld as e result, Tn gensral, It way be assuwed that, compared

with 1380, the ssrnings eituation in 1901 bas improved zlightly in a few cssas only,

'

i

D

Finsncial aid granted by Membar Statea to the coal indusiry in 1091

1

Aids granted under Articles 4 and 5 of Decimion 528/76 are compatible with the com-
moin market, provided they 4o met exaged cerizin limita; Aizp wnder Article 4 are
for social seourity beasfite afid these weder Article 5 to help cover inberited
liabilities. The relevant expléﬂaﬁiang ars 30 be found in the Anmex capagsg Al to

AT. They show thal permissible aid limits werse not exopseded,
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The figures are in Table 1 of the Annexj they show that in 1981, in comparison
with 1980, there were some increasss., 4s regards social messures within the
meaning of Article 4, the increases (+4.3%4) are the result of the constantly
deteriorating ratio between the total number of men employed and those receiving

unemploynent benefits and inéreases in pensions,

The rise in the cost of covering inherited liabilities wiihin the meaning of
Article 5 (+ 447%) is the result partly of further pit olosures and rationali-
zation measures and partly of increased prices and costs in some ocategories of
inherited llability (costs for olosures, drainage, pensicns, concessionary

[

coal, etc).
Aids_to current production are those direct and indirect measures which are
defined in Artioles 7 to 12 of Decision 528/76 and which provide the oriteria
for judging the proper functioning of the common market, Details of these
measures and what they cost are available in the Annex (page AT et seq,and
Table 2),

. \
t

Table D below prov1des an overall view of the trends in aids envisaged in 1981
vis-d=vis 1980, ' o ‘V.L :
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Jable D
Breakdown of aids
Total sum Amounts per tonne
million ECU ‘ _ECU
1980 1981 1980 1931
Federal Republic of
Germany 1.098,7 1,162,3 11,75 (1) 12.42 (1)
France ! 461,4 404,2 25,64 23,10
United Kingdom j 287.4 845.7 2,32 611
Community 2.145.7 2,693.8 : 8.87 11.12

of the total sums the following .
were allocated +to: ; ' ,
direct mecasures 24.4 40,0 .10 0,17
aids to ooking coal 844.9 844.2 3.49 3.49
indireoct measures 1.276¢4 1,809.6 5428 T.47
breakdown '

irte 7 (Investments) 399.1 309.2 1.40 1.28

Art, 8 (Personnel) 82,3 98.7 - 0.34 0.41

Art, 9 StOOkS) 20.3 2500 0008 0.10

Art,10 (Strategio reserves) - 54,3 50,6 0,22 0,21

Art, 11 gpower station coal) 19,2 25,0 0,08 0.10

Art, 12 (Lose coverage) 762,1 1,301.1 3.16 537

(1) while the sum of 11,75 ECU per tonne (1980) and 12,42 ECU per ‘tonne
(1931) for the Federal Republic of Germany in this international
comparison following the provisions of Decision 528/76 is correct
statistically and according to the definition, it is only partly valid
for a genuine comparison with the other Community countries. This
is due to the third electricity-from-coal law, which lays down that
German power stations must buy steam coal from the coal industry at
break-even prices, The additional cost incurred by the electricity
companies using Community coal (mainly German coal) is offset by in- :
creasing electricity prices. In 1980, this offset levy amounted to i
some DM 2 100 million (8,90 ECU per tonne), A figure of Dif 1800 millionj|
(7.54 ECU per tonne) is estimated for 1981, This sum is not, however, |
included in the list of aids, since it is not a state aid, :

The table shows, for the Community as a whole, that aid planned for 1981 will exceed
that for 1980,The increase is appreciable with total aid for 1981 (almost 2 700 million
ECU) amounting to 25.5% more than in the previous years tho.iécroase per tonne is of
the same magnitude (25,4%). . ' -




- 17 =

The country-by-country comparisoa shows that the inoreass in oversll Community
aid and the amcunt per tonne is alwost solely attributahle to the increass

in United Kingdom aid to cover the NCB's operating losees. 41d has either been
reduced (Belgium and France) or remained at the sars level {Federal Republic

of Germany) in the other countries,

United Kingdom

The United Kingdeom coal industry was in a partisularly difficult situstion

in the spring of this year, The effects of the general economic recession on

the ccal market, prices and stocks have ceaused serious cash problems fer the

NGB. Such problems are particularly acute in an industry which invests heavily,
Since there are le.gal restrictions on incurring further large debta by borrowing;

special measures have had to be considered.

1981
In Februany//the’NCB submitted to the employees® representatives (National Union

of Mineworkers or NUM) a plan to increase sales and productivity and keep invest-
ment in check. The NC@'S intention in'presenting the plan was to reduce the
capacity of pits in which the genuinely workable coal regerves had been exhausted
or which could no longer be expected to make any contribution to the long-term
supply owing to their difficult geological mining conditions and concomitant

high production costs, The NUM countered the NCB's plans with the threat of a
strike with the result that the United Kingdom Covernment agreed to relieve the
NGCB's financial plight. The NCB subsequently withdrew its plans tc close unecono-

mical pits,.
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The outcome of these negotiations was that aid to the NCB had to be fixed at
a much higher level for 1981 than for 1980 owing t6 a) the continued operation
of pits making heavy losses, b) wage increases and c¢) higher prices for mining

materials and equipment caused by inflation.

Belgium

In Belgium there will be a slight reduction in aid measuresfor 1981 as there has
been an improvement in returns; the pits in the Southern coalfield which were
making heavy losses have been closed, Bespite this reduction in aid, the Belgian
Government has been unable in 1981 to find all the requisitenfunds from its
budget owing to its serious publioc finance problems. A financing company
(Societé Nationale pour le Financement des Charbonnages or SNFC) was hence

set upl to find funds to cover the Belgian coal industry's losses by raising
loans guaranteed by the Belgian Government. This has temporarily relieved the
Belgian national budget without affecting the granting of aid to the coal in-
dustry. v

The Belgian coking coal subsidies planned for 1981 have been included in the
Memorandum for the sake of completeness, as they are covered by the oriteria
of Decision 73/287.AI the tiﬁe of drawing up this Memorandum, the Commission -
depariment responsible had not yet completed its study of these aids to ses

whether they do not exceed the permissible level,

France

4id measures planned in France for 1981 are some 10% lower than those for 1980,
The closure of uneconomioal pits and relatively larger inocreases in prices

1Royal Deoree of 30 March 1981, Moniteur Belge of 16 April 1981, p. 4711,
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than in production costs had already helped to reduce losses in 1980; thia

trend is expected to continue in 1981,

It should be noted, as regards French aid for 1381, that a large proportion
of ooking coal subsidies under Degision 73/?87 i3 included in aid to cover
leosses under Article 12 of Decision 528/?6. The Commission ig e*ill examining

the coking coal aids.

Federal Repnublic of Cermany

The measures pianned for 1981 in the Federal Republic of Germeny under Ariicles 7
to 12 of Decision 528/76 are lowsr than those in 1580, Investmeni aid for all
firms = wilh the exception of ihe Eschweller Bergwerksverein which had to be
given special aid to filnence urgent restructuring messures - has been reduced,

In the case of the "miner's premiun”there is to begin with, a mathematiocal in-
crease, because the raising of this premium from TM 5 to DM 10 per shift in
April 1980 only applied for 8 months in 1280 but must be calculated for 12 months
in 1381, The 5.6% increase in the total amount of aid awarded to the Cerman coal
industry in comparison with 1380 isg solely dus to tre fact that coking ceal

aid has beesn included in the Memorandum for the sake of completenoss but is

in fact subject 1o the specific rules of Decison 73/287¢ It is impossible te say
at present whether the DM 1 800 million in coking coal aid (see page A/iO in the
Annex) will actually be paide Negotiatioangﬁ%rently being held betwssn the
German coal industry and the Federal Governmeni, There is a possibility that

a lower sun may be fixed,Tue Federsl Covernment has made it known that coking

coal aid will be heavily cut in 1982 for budgetary reasons,
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The reasons for and ciroumstances surrounding the aid measures in each
country in 1981 have been explained above, In the Annex (see Chapter II, page
A/7) these measures are discussed from the viewpoint of their compatibility
with the various criteria laid down in Decision 528/76., However, all aids
must now be examined for compatibility with the proper functioning of the
common market as set out in Article 3(1) of Decision 528/76.

4.éomnatibilihrofthe financial = aidse .. planned for 1981 with the proper

functioning of the common market

(a) General aspects

a(l) The amounts of aid per tonne for 1981 cited in Table D on page 11

show that the United Kingdom amount is fairly small, and that there is

a large gap particularly between it and those granted by Belgium and
France; the German amount lies roughly in the middls, This difference

in amount is not to be regarded as indicating a distorition of the
competition between coal producers, Essentially, the common market in
coal consists of national markets which rarely give rise to com-
petition from several Community producers., There are only a few
"contested™areas in which several producers offer their products at the
same time, but the quantities of cocal sold in these areas are relatively
small, Alignment by Communiiy producers on the prices of other Community
producers only applied to 0,1 million tonnes in 1980, In view of this,
it may generally be assumed that competition will not be disrupted in
1981 because of the differences in the amount of aid granted.

-

2(2) Supplies of coal and ooke to the Community in 1981 oan be assured
at all times, Pit closures in 1981 as part of rationalisation measures
will have no effect on supplies,. Pithead stdbks, current production

f'/"
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and imporis enabled the demand to be met, It is therefore clear that aids

will not jeopardize supplies in 1981,

a(3) According to results so far available, there will be a slight drop in intra-
Community coal trading in 1981, The total for 1981 will be some 15 million

tonnes,
Table E
]
Coal deliveries to other Community countries
1.000 ¢
Federal Republic Belgium France United Total

of Germany Kingdom
1980 10 969 421 341 3723 15 454
1981 10 340 455 410 3765 (1) 14 970

1) Cautious estimate ~ the actual total will probably be higher,

The Table shows that Belgian and French deliveries to other Community countries are
extremely low and consequently have little impaoct on competition between Community
producers,

in
Deliveries of German coal, which account for 70% of total deliveriea/intra-Community
trade, mainly concern coking coal for ccke-ovens in other Community countries., In the
past few years these deliveries have steadily declined - in 1978 they still steood
at 15,5 million tonnes - having been affected by the crisis in the steel industry;
the real competitive problems are hence not between Community preducers but in re-—

lation to coking coal imported from non-member ocountries,

United Kingdom deliveries in intra~Community trads, which increased sharply in 1980
(in 1979 they were only 2 million tonnss) because the NGB had to contain the rise

in pithead stocks and improve its cash positicn, compete virtually solely with im-
ported steam coal from non-Community countries, The NCB is making particular efforts

this year to increase its sales,

ve/os
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It can be concluded from the foregoing that aid measures have little in-

fluence on intra-Community trade and competition between producerse.

a(4) Output is being further rationalized in 1981. Two unprofitable pits in the
French coalfields of the Nbrd/?as-de—Calais and Centre-llidi, are being closed,
the pace of the closures ﬁeing so arranged that regional and social problems
will be avoidedj the same applies to the olosure..of a pit in Belgium's Southern
coalfield, For reasons of rationalization, three piis are being closed in
the United Kingdom, |

!
The aim of investment aid and subsidies granted under Article 5 of Declsion
528/76 is to rationalize Community coal production, remove the burden
resulting from pit closures and maintain the competitivity of those pits

selected to ensure future supplies,

(b) Partioular aspects affectingz the trends in coal prices

Changes in coal prices in a number of selected Community coalfields can be

seen in the following Table,

Zable F

Trend in ccal list prices

(in national currency per tonne)

Steam coal Coking coal

Date  1,10,80 1.4,81 1,10.81  1,19,20 1.4.31 1,10,81

Federal Ropublice
of Seroony '

RAG M 230,50(1) 245.50(1) 257.00 El) 217,- 232,50 244.50

Saar ™ 230.~ (2) 240.~ (2) 271,00 (2) 227.-~ 23Te=  267.00 |

Aachen i - - - 2270~ . 238.- 259,00 |
Beleium BFR 3 250 (1) 3250 (1) 3 600.- 3020 3048 3 280.~
france

Lorraine P 419.- (1) 486.~ (1) 486.- (1) 285.- 4360~  436.-
United Kin~lom

Scotland UKL 44,90 (1) 50,10(1) 50.10 glg 47.50 . .o

South Yorkshire UKL 41,10 (1) 48.40(1) 48.40 (1) 42.90 o e

1High-volatile, mts §
2Highvolatile, nuts 2
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As can be seen from the Table, list prices for Commun ty ccal have risen, but

the extent of the price increases seems 1o be less than indicated in Table B

(see page 6). Until the summer of 1981 list prices in Belgium had hardly risen

and had increased by arcund 10 to 15% in the other countries compared with

October 1380, whereas world market prices in national currencies (Table B) rose

by between 22 and 40% from the fourth quarter of 1380 to the second quarter of 1981,
This comparison does not allow of the conclusion that the preoper functioning of

the common market has been diérupted by artificially low prices for Community

coal which would constitute indirect aids to industrial coal consumers; which are

forbidden by Article 3(1l), subsection 3, of Decision 528/76,

The list prices in Table F are, in all cases, higher than the world market prices
in national currencies shown in Table B. Despife itheir relatively rapid rise,
1980/81 world market prices have not overtaken list prices, but the price advantage
enjoyed by Community coal in 1980 has been reduced. It should be noted that list
prices cannot be immedlately adjusted to changes im production costs or market

data ., Administrative problems, price olauses in current supply coalracis and ihe
publication of prices causa delajﬂ which result in a tize lag of at least six

months between the availability of new market data arising and action om it by

Commwnity proeducers.

This applies only to a comparison of list prices and world market prices. In
practice the actual prices ealculated by Community producers are lower than ths list
prices, I{ is only on this realistic besis that the proper funciioning of the

commen coal market can be assessed,
[}
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5

The Commission is keeping a watch on the current trends in prices of steam coal
and coking coal both on the world market and on the common market for coal. As
stated above (page 7), there were price increases on the world coal market in
1981 which were accentuated in the first half of the year by changes in the

terms of trade as between the dollar and the national currencies, only to be
offset again in the secend half of the year. The Coumissicn assumes that the
producers have done all they can to aligh  their actual earnings ocn this trend
and that industrial users of cocal have not received any indirect aids which would

not be psrmitted under the provisions of Article 3(1) of Decision 528/76.

Conclusions about the proper funciiouing of the common market

On the basis of the above considerations, the Commiesion concludes that there is
unlikely to be any disturbance of the propsr functioming of the common market
as a result of the aids granted by the Member States.
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CHAPTER III

Conclusions

The Commission has examined whether the measures prdposed by each Member
State for 1981 comply with the provisions of Decision 528/76. It concludes
that the aids proposed by the Member States relating to ourrent production in
1981 do comply with the provisions of Decision 528/76.

In its analysis of coal market trends, the Commission has established that
there will be little change'in the quantity of coal consumed in the Community
in 1981. The competitive position of Community coal has improved slightly as

.a result of the steep rise in coal prices on the world market. Aids have there-

- fore diminished in Belgium and France and stabilized in the Federal Republic

of Germany, Only in the United Kingdom was a considerable increase in aid

necessary as a result of special circumstances.

For the Community as a whole, aid has risen by scme 25,5% from 2 145.7 million
ECU (1980) to 2 693.8 million ECU (1981 ); the average amount of aid per tonne
in the Community has risen from 8.87 ECU to 11.12 ECU, The differences between

the amounts of aid per itonne in each coal-producing couniry have lessened.
. . . * \ .

1



ANNEX

Survey of financial aid awarded by the Member States to the
coal industry in 1981

Examination of the compatibility of the measures envisaged with the
provi.sions of Deoision No. 528/76/ECSC

Tables
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Aids not related to_current production

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

liabilities deriving from earlier pit closures,

A.

1

Description and assessment of financial measures in the social security
Artiole 4 of Decision No, 528/76/ECSG states that contributions by Member
States to the financing of social security benefits shall be considered
compatible with the Common Market, provided that, for undertakings in the
coal mining indusiry, they bring the ratio between the burden per miner in
employment and the benefits per person in receipt of benefit into line

with the corresponding ratio in other sectors,

The following section is concernéd solely with the amount of financial
aid given in the social sector and, where appropriate, with cases where
the limits set out in Article 4 of Deciszion No, 528/76/&380 have been

exceeded.

A.1) GERMANY, FRANCE, BELGIUM

In Germany DM8.550 million are envisaged in 1981 to cover the deficit in
the surviving dependents pemsion scheme of the mining industry as a whols,
some 80% -~ IM6. 840 million - of which goes to the coal indusiry,

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

Frenoh coal indusiry in the social seotor in 1981 will amount to FF8.520.9 million

The following table gives detailss

U SRR,
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Expenditure
Source (in million FF) Purpose
State 4 143.0 Disability and old-age pensions insurance
Regular contribution amounting to 22% of
wages subject to contribution, and additional
State adjustment
General 507.0 Disability and old-age pensions insurance
systen Regular contribution to cover part of
"exoeptional expenditure"(amount fixed by law)
General
system "1 345.0 Insurance against industrial accidents and
occupational diseases
Regular repayment of inherited liabilities
General
system 935.,0 Sickness insurance . -
Treatment benefits
State 843.9 Disability and old-aze pensions insurance
"Exceptional expenditure' in coal mining industry
' within the meaning of Article 4 of Decision No,
528/16 |
General 7470 Supplementary scheme : worker's retirement pen-
system sions
TOTAL 8 520,9 o .
State contribu%ion to the finanoing of social security benefits
for the Belgian mining indusiry may be estimated at Bfrs, 29.229,1
Mio Bfrs for 1981, The following table gives details
Source Amount of - Purpose - .
State subsidies
(in million BFRS)
State 13 74344 (1) Old-age pension and insurance of surviving
dependants ho .
State 2 074.0 Old-are pension and insurance of surviving
K dependants '
Contribution to cover the defioit
State 5 243.3 Disability pénsions insurance
Disability pensions
State 8 168.4 Occupational diseases
50% of the expenditure arising from miners'
pneumoconiosis
TOTAL 29 229.1

(1) Commission estimate .
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Calculations by the Commission reveal that Germany, France and Belgium .

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

~ In Germany the undertakings' actual welfare expenditure is DM 328 million
(6.0%) higher than the normal expenditure defined in Article 4.

~ In France the State subsidy o Charbonnages de France (FF 843,9 million)

causes actual social expenditure and normal evporit. T fde,

~ In Belgium the undertakings' actual seccial expenditurs is Bfrs 292,6 million

higher than the normal expenditure defined in Article 4,

A,2)BRITAIN

Apart from the general :scocial securiiy system — into which the coal indusiry
is integrated - almost all branches of industry in Britain have insurance
systems of their own from which pensicns are paid to retired workers. The
British coal industry alsc has such a supplementary system in the form of a
pension fund, into which the British Government will pay 49.3 million in the
1981/82 coal marketing year, However, this sum is only to balance out the ratio
between working and retired miners, so that the limits set out in Article 4

of Decision No, 528/76 are not exceeded,

A.3) Summary of financial measures in the social security sector

As Teble 1 in the Annex revsals, State intervention in the social security
sector of the coal industry in 1981 will be 4.3% higher then in 1980 and will
total 4.896 million ECU.,
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Description and assessment of the financial measures to cover inherited

liabilities

Pursuant to Article 5 of Decision 528/76 measures taken by Member States

to assist the undertakings to cover the cests arising from pit closures

which are not related to ocurreni production and the sale of coal shall

be compatible with the Common Market provided that the amounis involved

in such measures do not exceed the amcuut of such costs, i.e, the inherited
liabilities, Sums in excess thereof represent direct sid to current production
and are to be regarded as aids pursuant to Articls 7 to 12 of Decision

No.528 /75, |

B.1l) GERMANY

For 1981 the Federal Government has planned the following rzesures to
cover inherited liabilities s

- closure premium 38,
= dispensation from obligations arising under 0.
the Equalization of Burdens Law -

: Sub~total 38,3

w O

|

~ aid for water-conircl cosis 150,0
- aid to cover expenditure rssuliing from
contraction 7560
- aid to cover inherited liabilities 158,0
- aid to cover Ruhrkohle AG's closure 8.0
write—-offs TOTAL 479.3

(= 188,0 lio ECU)

All the above item represent liabilities inherited Ly {the under-
takings, i.e. those fesulting from the olosura of pits ip pravious years,

and therefore do not relate to current produstion,
These measures are aids already granted in previous ysars,

Through the Aktionsgemeinschafi Deutscher Steinkchlenbergbau {Action Association
of Germen Coal Mining Undertakings), the Federal Government pays the under-
takings concerned a premium of 20 DM/% of anunual ocspaoiiy Tor all clozurss.
These closures are made to rationelize produaction, The aid ccvers only a small
fraction of the actual costs that hava to be borme Ly the undertakings in

comnsction with the closures,

cos/os
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The public authorities will pay DV 0,3 milliom to the egualizaticn of bhurdens

fund as aid to cover the equalization of burdens payments, and therehy release
closed pits from their obligation, The level of the aid is equivalent to the 3

costs charged, i

The sum of DM 150,0 million for water control costs will be paid to the Ruhr

mining industry specifically to cover the financial burden rising from closures
since 31 December 1966. As a rssult of pit closuree, the Ruhr ocal mining industry
bore a heavy burden in the form of constantly-rising contributions to waler con-~
trol associations and the Pumpgemeinschaft Rubr (Ruhr pumping association),

The aid does not exceed the actual additionzl cosis to be borne by the undep-—

‘haklngs °

The sum of DM 75,0 million to cover expenditure resulting from contraction
is additional to the closure premiums which {as mentioned above) de not
cover actual cosis of closurecs, This meassure concsrpns liabilities arising out

of pit closures since JL Decmeber 1972, The aid is spread over a period of five

years in the form of a flat-rate payment cf DM 30 for every tonne by which annual
capacity is reduced, but not' excecding actual oosts torns by the undertakings

as a result of the closuresg,

The sum of DM 168,0 million is aid for coveriug inheritsd liabilitiesz concerning

those inherited liabilities arising from pit olosures before 1 Jamuary 1973.

The relevant German laws snsure that the aid does not exceed aotual liabilities

borne by undertakings.

The sum of DM 48,0 million as aid towards closure write-0ffs cnly concerns

Ruhrkohle AG. In previous years the Rubrkohle AG has had to include depreciation

for assets lost as a result of pit closures which eculd not; however, be in-
cluded in the profit and loss ascocunt since this would have bankrupted the under-
taking. A special item was therefore intrcduced on the assests side of the balance,

i

1
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Taking into consideration the financial position of the undertakings, the
public authority has therefore agreed to take over DM 480 million of the
total sum - payable in 10 equal annual instalments - DM 48 million,

All the above measures clearly meet the requirements of Article 5(1) of
Decision No 528/76. The total sum involved in the measures is 188,0 Mio ECU
in 1981 and is included in Table 1 of the Annex.

!

B.2)FRANCE, UNITED KINGDOM ‘
' .
) For 1981, the French Government has allocated a sum of FF 577.6 (= 96.1 Mio ECU)

as aid towards covering inherited liabilities borne by Charbonnages de France,
This sum in aid is intended to cover the following inherited liabilities

million FF

- contribution to early retirement pensions ' 29.8

-~ premiums, lump sums for retrained personnel,
cost of housing for those retiring early 65.4

- financial 11ab111ties in respect of those
retiring early ' 463, 7

- concessionary allowances for thoseretiring !
early _ 18.7

TOTAL 57746

(= 96.1 million ECU)

Broken down between ooalfields as follows 3

Nord /Pas-de-Calais * : 384.1

Lorraine ' 5247
Centre-Midi : A 140,8

The Commission estimates that the actual liabilities borne by the Charbonnages
de France are the same as the sum granted in aid,

oo/oo
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In 1981 the British Covernment plans to introduce the following measures
under Article 5 of Decision No, 528/76 :

million £

- redundancy payments to miners affected by pit 10,6
closures '
- early retirement payments 2.1
- aid in respeot of concessionary coal for
pensioners 10,5
TOTAL 232

(= 43,0 million ECU)

The United Kingdom measures cover inherited lizbilities arising out of pit

closures; these liabilities are the same as the sum granted in aid,

To summarize, it car be said that French and United Kingdom measures
listed above meet the criteria of Article 5(1) of Docision No, 528/76,

B.3) Summary of the measures to_cover inherited liabilities

As can be seen from Table 1 of the Annex, the plamned state aids to cover
inherited liabilities in 1981 will total 327 million ECU for the Community

as a whole; an -inorease of 4.6 % over 1980,

II, Financial aid relating to current production

All aids that are not social measures within the meaning cof Article 4 of
Decision No. 528/76, or alds to cover inherited liabilities within the meaning

of Article 5 are aids to current producticn,

Aid to current production may be granted direoily or indireotly to undertakings.

’
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A, Indirect financial aid to current production in the coal mining industry

Indirect financial aid ocovers all measures which Member Governments announce
in accordance with the first paragraph of Article 2(1) of Decision No, 528/76
but which do not come into the category of the direot measures defined in

Articles 7 to 12 of the Decision, Indirect measures are reported to the Commission

under Decision No 528/76 and assessed according to the provisions of the ECSC
Treaty.

Only Germany, France and Belgium have announced indirect measures to aid current
production in the ooal induétry for 1981, The following measures were taken in

previous years,
I

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

For 1981 the Pederal Govérnment has provided for special depreciation

facilities in respect of expansion and rationalization measures in the
underground sector of the coal industry. The sum of these special depreci-
ations amounts to DM 53,7 million {= 21.2 million ECU). The measure is based
on paragraph 51 of the Iﬂcbme Tax Law and on parsgraph 81 of the Inocome Tax
Regulation and will give the German coal industry no cogpetitive advantages
vis~a~vis other Community ocal producers, since the balance sheets of German
coal mining ﬁndertakings in any ocase show losses which are partially reduced

by direct aids,

The indirect financial measures planned by the Belgian Governmeni inveolve

{the following sectors :

- expenditure on season tickets or ocheap B
holiday tickets for miners, pneumoconiosis sufferers 14,5

-~ subsidies to the Miners! National Pensions Fund to
compensate for new expenditure on welfare arising from
the increase in the miners‘annual holiday allowance; the
introduotion of new sickmess benefits and longer annual
holiday (Articles 32,12 and 32,14 in the budget of the
Economic Affairs Ministry) 458.9

TOTAL 473.4
(- 11,4 Mio ECU)

/oo
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The Frenoh Covernmert plans a state subsidy of FF 45,0 million (a7,5 million ECU)
for the research programme of the “Centre d'Etudes et Qe Recherches des Chaprw P
bonnages de France (CERCHAR)" in 1981,

Assengment of indireot financial aid to the cozl indugtry

The Cemmission has examined the above-mentioned measures, which have already
been in foroe for several years and does not consider that they violate the ban
on subsidies set out in Artiocle 4 of thse ECSC Treaty,

Summary of indiract messures

Table 2 of the statistical annex gives ths relevant figures under A,-"?°
In 1981 direct aid %0 the coal industry rose to 40,0 Mio ECU as against
24,4 Mio ECU in 1980,

Be Direct financial oid 1o current production in ths coal mining indusiry

B.1l) Federal Republic of Germany
a) The extent to whiah direot financial eid to ourrent preduction in the

Germon ceoal mining industry is compatible with the provisicns of

Articles 7-12 of Decision No, 528/76

The Federal Government proposes 1o continus in 1981 the direct aids

already granted in 10,

Legal basis Measures Amount of aid
under Dpc
No 528/76 Total Per t production
Mio DM HMio ECU ™M ECU
Arte 7(1)
+ (2) Im sstment aid 687,90(1) 269.4 T.34 2,88
Art. T7(3) Promction of in-
novation 74,0 29.0 0.79 0,31
sub, 8, 3 B
Art, 8 Mineworkers !
bonusas 220,0 86.3 2,35 0,92
Art, 10 Ald to seocurity .
' stools 129,0 50,6 1,38 0.54
TQTMJ l 11090 43503 11086 4065

(1) Tncluding the subsidy granied to ths Eschusilsr Bergwsrkevarsin ancunting
to 115.0 Mie MCU to finaunce thse resitructuring of invesiments
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In addition to the aids meﬁtioned above, the Federal Government and the
Regional Governments are to grant coking oocal aid to the value of

DM 1 800 million (= 705.9 million ECU) in 1981, an aid to production
pursuant to Decision No 287/73. ‘

The investment aid of 269.4 million ECU is intended for invesiment projects

in pits, ocoking plants, briquetting plants and pithead power stations, In

1981, total invesiment in the German coal industry will come {0 some 450 million
ECU, Investment aid will represent 50% of toial investments,

The invesitment aid is to be regarded as beneficial since it will promote
the long-term stabilization of production in the Cerman coalfields., The aid
complies with the provisions of Artiocle 7(1), of Decision No, 528/76.

The sum of 29,0 million ECU to promote innovation is intended to ensure that
research results are applied {to production as quickly as possible, The aid

is lower than the costs borme by the ﬁndertakings and is granted in respect

of individual projects which,'when completed, arae likely to prove their

economic worth to coal mining in the medium-term, The purpose and amount of

this aid show that it is ooﬁpatible with Article 7 (3), subsection 3 of Decision
No. 528/76.

Mineworkers' bonuses, amounting to 86,3 million ECU, have applied since 1956,

A bonus of DM 10 is paid for every shift worked underground, This bonus ensures
that qualified mineworkers required for the German coal industry to inorease
its output stay in ocoal minihg, The measure therefore meets the provision§

of Article 8 of Decision No 528/76. o

eofoe



A/11

The sum of 50,6 miilion ECU as aid towards building up long~term security

stocks is a measure introduced by the Federal Government in order to increase
the long-term securiiy of energy supplies., For this purpose, the Notgemeinschaft
Deutscher Steinkohlenberghau (Emergency Association of Cerman Coal Mining Under-
takings) brought up 10 million tonnes of coal and coke, The Federal Covermment
covers only part cf ithe actual current cost of maintaining these stocks in 1981,
by granting an aid of DM 129,00 million. The aim and sum involved show that the

measure meets the requirements of Article 10 of Decision Ne. 528/76«
The foregoing remarks show that the financial measures planned by the Federal
Government for 1981 in favour of the German coal mining industry comply with

the provisions of Articles 7,8 and 10 of Decision No, 528/76,

The extent to which direct Tinancial mezsures in faveur of current production

in the German conl miring industry are gompatible with the proper fuanctioning

of the Common Market

An assessment of the extent to which German aids are ocompa}ible with the proper
functioning of the Common Market requires comnsideration of all direct and in-

direct aids for current production in 1981 (Article 3(2) of Decision No, 528/76),
The relevant figures are given in a summary table {see Statistical Annex, Table 2),

By this method of calculation, the total proposed aid under the German measures
amounts to 1 162.,3 Mio ECU, i.e. 12,42 ECU/t. In comparison with 1980 aids per

tonne have risen by 6%

As regards the compatibility of German aids with the proper funotipning of the
Common Market, reference is made to the comments in the main body of this

document (see page A4S onwards).

t
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B,2) FRANCE

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

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

The French Government did not provide for any measures in 1981, but con-
tinued with aids instituted in previous yearsy this involves only loss-

covering aidj

" <
T L] M
Legal basis Measures ' Amount of Aid
under Deci-
cion . Total Per t production
No 528/76
M FF M ECU FF ECU

Article 12 (a) Cover for the losses

by the central ad- 374.0 62,2 21,37 3.55

mlnlstration of Char-
bonnages de France

(b) Gover for the coal- 1)
fields' operating 2000,2 332,8 114,30 19,02
losses
TOTAL | 2374:2  395.0 135.67 22,57

(1) Including a portion of the ooking coal aid

In addition to the above-mentioned aids, an aid for ocking coal of FF 10,3 Mio ECU
(= 1.7 Mio ECU) is to be granted in 1981, This figure is low, since part of the
coking coal aid is covered by Article 12,

In assessing the figures given in the above table, it must be pointed out that,
although the French Government continued in 1981 the agreement conoluded with the
Charbonnages de France in 1978 on the granting of a flat-rate ceiling, as the
losses sustained by pits increased beyond the expected figures,

As regards the assessment of the aid granted in 1981 within the limits of

Decision No 528/76, the aid sum of FF 2 374.2 million is expected to be less than -
the total losses of the Charbonnages de France, The amount of the aid is therefore
in line with the provisions of Article 12 of the Decision. '

"'/.".‘
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The following points are relevant in connection with aid to the individual

coalfields :

-~ In 1981, aid to the Nbrd/Paé-de—Calais and Centre~Midi coalfields will be

calculated in such a way that; as a result of the closure of further pits,
there will be a reduction in production, which will mean that some 500 fewer
persons will be employed im the coal industry. The aids will prevent severe
economic and sccial disruption in areas where there are not yet adequate
opportunities for re—employment. The aids to thess coal-Tields therefore comply
with the provisions of Article 12(1) subsection 1 and Artiocle 12(2) of the

Decision,

The cutput planning .ef sthe Charhonnages de Francé in the Lorraine c¢oal-
field aims at long-term stabilization; sinoce the coking coal produced

in this cocalfield is important for supplying the steel industry., The aid
granted for this purpose complies with Article 12(1) subsection 2 and
Article 12(3) of the Decision,

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

mining industry is compatible with the proper functioning of the Common
Market

Total and indirect aid to ocurrent production amounts to 404.2 million EGU
(= 23,10 ECU/t ; see Annex, Table 2), In comparison to 1980 a slight
reduction is noted for 1981,

As regards the compatibility of French aids with the proper functioning

of the Common Market (Article 3(1) of Decision No, 528/76, reference is made
to the comments in the main body of this document (see p. 45 onwards),

vo/oo
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B.3) Belzium
a) The extent to which direct financial aid to current production in the

Belgian coal mining industry is compatible with the provisions of
Articles 7 - 12 of Decision No 528/76

In 1981y, the Belgian Government intends to provide investment aid and

aid to cover operating losses

ng ;' i .‘ -
Legal basis ; .
under Decision Measures Amount of aid
to 528/16 ' Total Per t production

M Bfrs M ECU Bfrs ECU

Arte 7(2) " Investment aid 448.0  10.8 73 1.77
Art, 12 Aid to cover losses

Coal !'Campine 4 46097(1)107.5 756 18.22

Southern 63563 15,3 3176 76.53

Sub-total 5 096,0 122,8 835 20,13

TOTAL 5 544,0 133.6 909 21,90

(1) Inoluding 28,0 Mio Bfrs for training schemes

In addition to the above aids, the Belgian Goverﬁhent intends to grant a coking coal
aid {Decision No. 73/287) of Bfrs 5,6693 million (= 136.6 uillion ECU)- for~the
current production of the Campine coalfield. Total direct Belgian aid amounts to
Bfrs 11.,213.3 millionj it is divided between the two coalfields as follows :

Campine 3 Bfrs 10.578.0 million = 1793.- Bfrs/t
Bfrs 635.3 million =  3176.~ Bfrs/t
Bfrs 11.213,3 million =  1838.- Bfrs/t

Southern
TOTAL

Cf. the investment aid,a sumof Bfrs 448,0 million will go to the Campine coal-

field, In the Campine coalfield, special invesiments are envisaged on behalf of the
Eisden colliery (Bfrs 100 million) and the remainder ocovers investments in other
pits, so that the coalfield can maintain the supply of coking coal for the Belgian
steel industry,

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

Aid totalling Bfrs 5 096,0 million to cover operating losses is paid to the
two Belgian coalfields for different reasons, The aid paid to the Campine
coalfield will almost make up the difference between costs and returns, This
almost complete covering of the difference between costs and returns is
necessary, because the coalfield is meant to supply the Belgian steel industry
with coking coal and must therefore maintain its output. The purpose and

amount of aid granted to cover losses in respect of the Campine coalfield there-

fore comply with the provisions of Article 12(1), subsection 2, and Article 12(3) -

of Decision No, 528/76.

‘ |
The Seuthern coalfield, however, receives aid oovering only part of the difference
between costs and returns. Here the intention is to ensure that only essentials
are maintained and the pits remain viable in the short-term only so that the
coalfield can be closed down as planned (by Octover 1982):which will ensure that
serious economic and social disturbances over the re-employment of redundant
miners are avoided, One pit in the Southern coalfield will be closed in 1981,
affecting approximately 800 miners. From all this it can be seen that the aid
to cover losses in the Southern coalfield is compatible with Article 12(1),
subsection 1, and Article 12(2),

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

Belgian coal mlnlnngndustgx are comgatlble with the proper functioning of

the Common Market

In the Belgian coal mining industry, aids to current produciion total
281,6 million ECU (= 46,16 ECU/t) for 1981 (see Annex, Table 2), comparison
with the 1980 figure (298.2 Mio ECU) shows that their is a reduction of

59 6%
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As regards the compatibility of Belgian aids to current production
with the proper functioning of the Common Market, reference is made to the

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

B.4) United Kincdom

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

British coal mining indusiry is compatible with the provisions of
Articles T-12 of Decision No. 528/76
For the coal marketing year 1981/32 the British Government plans the

following direct aids {0 current production 3

Legal basis .

under Decision Measures Amount of aid

No. 528/16 , Total Per t production

Mg M ECU ' £ ECU
Art, 8 : Aid to attract skilled 6.7 12,4 0,05 0.10
workers : ‘

Art. 9 Aid to producers' stocks 13.5 = 25,0 0.11 0,20

Art, 11 Aid to steam coal 13.5 25,0 0,11 0,20

Art, 12 Aid to cover losses 423,0 | 783.3 3,38 6.27
TOTAL 456.7 84547 3465 677

The aid for attracting and keeping skilled workers (£ 6,7 million) is intended
to offset in part the NCB's costs arising from rationalisation and the transfer
of production to their best pits, This results in outgoings on removals, trans-
port, eto, The aid is compatible with Article 8 of Decision No. 528/76.

When assessing the aid to cover cosis for producers! stocks of coal and coke

(£ 13,5 million), it must be remembered that total pithead stocks and additional
distributed stocks directly or indirectly financed by the prbduoers total

about 30 million tonnes. Given a monthly production of . .~ , - ~ .-

[
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some 10,0 million tonnes, the volume of pithead stocks qualifying for aid
under Article 9 of Decision No, 528/76 is 20 million tonnes, This means
that the per-tonne grant in aid is & Oe7e The aotual costs of maintaining
producers ' stocks (including depreciation and interest) are considerably
higher than the sum granted.'The aid therefore complies with the proiisions
of Article 9 of Decision No, 528/76.

The aid granted to steam coal (£ 13.5 million) is a sum for dsliveries of

power station coal to Scotland, From the information provided by the British

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

The aid given to cover losses (£ 423,Q million) will largely cover the
losses sustained by NCB pits in 1981/82, The aid is given to avoid serious
economic and social disturbances in those cocalfields where - in the event of
pit closure - there are not ‘yet adequate re—employment opportunities for
redundant miners and to maintain existing production oapacities so as to
safeguard energy supplies, The aid is therefore compatible with Article 12

of the Decision,

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

the British coal miningﬁinduétry are compatible with the proper functioning

of the Common Market.

In the coal marketing year 1981/82, aid to current production in the United
Kingdom will total 845.7 million ECU (= 6677 ECU/t) (see Annex, Table 2).
Comparison with the 1980 figure (287,4 million ECU) shows that the amount
has almost trebled.in 1981

As regards the compatibility of British aids to current produotion with the
proper functioning of the Common Market, reference is made to the comments
in the main body of this dooument (see page " onwards).
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Aid not relating to current production

Table 1

)

(million ECU)

) o

Federal Republic

of Germany
Belgium
France

United Kingdon

Total for the
Community

Social security measures pursuant to Article 4

Aids to cover inherited liabilities pursuant to
Article 5 of Decision No, 528/76

of Decision No. 528/76

. Infringements Total Infringements of
of Art, 4 Art, 5
(1981) (1981)
1980 1981 1980 1981
2 650.8 2 682,4 - 186,6 188.0 -
636.4 70443 - 0.3 - -
1 340.9 1 417.8 - 97.5 - 96,1 -
67.4(1) 91.3(1) - 28.4 43.0 -
_ 4 695.5 4.895.8 - 312,8 327.1 -

(1) The United Kingdom has an integrated social security system. The figure shown in this column covers only
the special miners' pension fund, which exists side~by-side with the general social security system.



Aid for current production

in 1981 (1)

Table 2
Unit Federal Repub- France United Belgium Community
lic of CGermany Kingdom
A. Aids under Decision No, 528/76
1, Infringement of Article 4 Mio ECU - - - - -
of Article 5 Mio ECU - - - - -
Total Mio ECU - - Lo - -
per tonn:iof produc- ECU - - - - - -
on
2, Direct measures Mio ECU 21,1 Te5 - 11.4 40,0
per tonne of production ECU 0,23 0.43 - 1,87 0,17
3, Indirect measures
Article 7 Mio ECU 298.4 - - - 10.8 309.2
Article 8 Mio ECU 86.3 - 12.4 - 98.7
Article 9 Mio ECU - - 25,0 - 25.0
Article 10 Mio EGU 50,6 - ' - - 50,6 °
Article 11 Mio EGU - - 25,0 - 25,0
Artiole 12 Mio ECU - 395.0 - 783.3 122,.8 1 301,11
Total Mio ECU 435.3 395.0 C 845.7 133.6 1 809.6
per tonne production ECU 4,65 22,57 6.71 21,90 7,47
Be Coking coal aid (Decision ‘
No, 73/281 Mio ECU 705.9 1.7 - 136.6 844.2
per tonne production ey T.54 0,10 - 22,39 3,49
Co Total (A+B)
Totals Mio ECU 1 16203 (2) 404o2 845.7 28106 2 693.8
per tonne production ECU ~ 12,42 23,10 6.77 46,16 11,12

51)'P1anned figures

2) Excluding aid under the 3rd electricity-from-coal law



