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In the middle of Last year the Comm1ss1on was obl1ged to acknowLedge that the

European steel industry was in a situation such that _the attainment of the

objectives referred to in Article 3 of the Treaty, notably the modernization
and restructuring. of production, improved conditions for warkers.and the

. ‘ensuring of an orderly suppLy toethe common market, was in grave Jeopardy.

- ' ¥

In.view of the drop in demand and in product1on capac1ty ut1L1zat1on rates,
the collapse of prices and the deterioration in the financiat situation of
steel firms, and in order to avoid irréparable damage to theé structure of -
the European steel industry, the Commission decLared a ‘state of manifest
crisis, for the first time in the history of the ECSC, and 1ntroduced

;compuLsory measures under’ Art1cte 58 ECSC.f,

Since the conditions that Led to the decLaration of a state of manifest.
crisis have.not changed apprecwably during ‘the current: year, the compulsory
measures adopted under Article 58 ECSC have in general been extended until
30 June 1982 and in addition have been accompan1ed‘bx a much stricter

~discipline in the area of price surveillance (Decisions 1834/81/ECSC and

1836/81/ELSC and Rec0mmendat1on 1835/81/ECSC)

Accord1ngty, the Commission proposes, broadty speak1ng, to re1ntroduce for

© 1982 the externaL measures already 1n force.

Reminder of the,external measures

(a) Funct1on1nq of the external 1nstruments,

Depend1nq on whether or not the Comm]ss1on has conctuded ar“angements w1th
the non-member suppL1er countries, imports are subject to the arrangements
system or to basic prices. Both of :these are backed-un by forward 'and -

\retrospect1ve statistical surve1LLance measures. o

) /

The Comm1ss1on ha's reguLarLy adJusted bas1c prwces accordvng to the
increase in production costs in the suppt1er country or countries
where normal conditions of compet1t1on apply-in respect of steel
products, or has amended those prices in accordance with exchange rate’
changes. The most recent amendments were. published on 4 July and.

1 August this year. The Commission can thus verify whether the 1mports
from non~arrangement countr1es are takwng pLace under cond1t10ns of
unfair competition.
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CFor 1981 the Camm1ss19n has canctuded arrahgements by exchange af ietters w1th
14 of the Communityls main non-member supplier countries, Some 75% of 1maorts
are covered by, arréagements.« At ‘the beginning of the year the.Commission
apptied a 15X reduc§1on to the quantities negotwated in 1980 inm respect of
those partners whes§ arrangements specified actual. quantataes. - This 15%

rate of reduction wgs the subject of a positive-correction in the course: :
of consultations wigh the partner countries in September 'in the. Light s ; ;»1
n.gart:cutar of. thq fall in real consumption. in the Communmty market.rAThE{~‘“
ommission has held: regutar consuttatlﬂns with. its partners in: order.to%:»v
nsure compliance Zéth all the pf0v1s1ons of the arrangements;. it has- -

Lso consulted the Hember States at the weekly meetings of “the Stest L1a1son
'CQmmwttee on var1g questwons retatwng to the adm1nxstratwon of the

‘;The swrvemltance system has been extended until the end. of 1981 “and broughi 3nt
}1ne with the changes resulting from the conclusion of the arrangements and -
their provisions. . There have been. problems with: reqard’to comptsance with the
"»surve1t£&nce system by certain Member States; 1n 1982 these prov1s1ons w1ll
haue‘to be~observed more strictly. ‘ »

h& Effects of the measures .. . e N ;‘}.

- puring the first baif of the year compt1ance wath the arrangement pr1ce rutes
5’was affected by the: depressed level of prices. As-a: resu&t, this- prov1saom ki
of th@ arrang&ments was not sat1sfactor1ly observed by non-member. country .. .
exporters, who are entitled by virtue of the arrangements to benefit from

~prices. enabtung ‘them to enter the. market via a marg:n of penetrat1onf; In
o aiJuinAugust, the COmm1ssaon invited all the partner countries to respect

'*, the new situation as regards prqces on the Communwty market and to correct
the1r Lou—pr1ce offers. ~~f'/ , : » e

Ce is on&y as.a resutt Qf compliance’ wath the surve1llance system by aLt

- the Member States that the Commission will be able to'verify.whether the ;‘ '

partner countries are: respect1ng that new ‘situation. . For the- tz@e beang, :

. -and on the basis of 1nccmplete data, a certawn 1mprevement has slnce et
become d1scern1ble.? PRI TR B Lo

Cﬁmpiqance w1th the basac pr1ces on 1mpor;at10n has not been very sat1sfactory.
In-this:area, there have been numerous cases of undercutting for most ‘of. the e
_.products subject to ‘the system, 3nctud1ng sem1—f1n1shed~products, p1g 1ron

- and ferro—manganese. ‘ B : : , o

QVW1th regard to quant:taes, there has been ‘a batanced deveiopment of 1mpo s !
- and exports from and to -the EFTA countries; it should ‘be noted, howevef‘
~that for the determination of the quant1tat1ve aspects account was taken, of
the trend/atready observed in 1980 The arrangements with the above . -

- countries include-the pr1nc1pte of reciprocity. . For the other arrangement
‘countries, the beginning of the year showed a marked drop” ‘compared with S
1980, with the result that the reduced quantities fixed for: 1981 will to a’ :
‘Large extent' remain unused, even ‘though-the second half of the’ year showed

: ; ; ‘some increase in imports. . This trend is the result of. the depressed

Gt swtuat1an of the Cammunaty steel market in 1981. :
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3.

ExternaL aspects of the ECSC steeL pLan for 1981

(a) Basi¢ prices

—

" The Commission intends to revise the basic prices at the end of the

year to reflect the increase in production costs and to. take account of

- the exchange rate changes that took place on 4 October. The: Comm1ss1on
- will have to exercise strict surve1LLance in 1982 of the imports
subJect to basic pr1ces.

i

" This survewLLance w1LL be p0551ble onLy if the nat1onat adm1nvstrat1on

forward more comprehensive information more rapidly. Only on this. basis
will it be possible for the Commission to detect imports that are comwng

in under unfa1r conditions of compet7t1on and take ‘the. necessary measures.

‘The Comm1ss1on feeLs that in: the determination of the range of products

to be covered by the bas1c prices — and thus by the external measures =~

“consideration must be g1ven to the pros and cons of maintaining in the

system or excluding ferro-manganese and pig iron. “Considération must
also be given in this ‘context to the statement entered in the m1nutes
of the Counch meetwng of 24 November 1980 (PV. CONS 53-SID 168).

The three ma1n cr1ter1a are whether the products are tovered by the
internal measures, whether a restructuring effort has been carried out. -
followed by an improvement in’ the compet1t1ve pos1t1on - and whether
suppL1es are assured., :

Ferro-manganese and E g 1ron are not covered by the Wnternal measures.

"w1th reqard to ferro-marganese, 1t can be 'seen that desp1te the

restructuring projects recently carried out no 1mprovement is discernible
in the competitive position compared w1th this “industry in non-member

“countr1es.

As far as. suppL1es are concerned there is. currentLy over-capacwty in ,
the Communwty, and, in the event of difficulties in the future, capacity-

~ and-production could be developed rapidly.  The largest suppliers at

present are Norway and South Africa; and there are aLso other producers

.of" ferro-manganese.

In support of the retent1on¢ofth1s product under the externaL measures,,~
jt must be remembered that ferro-manganese is.an jmportant constituent

~in the steel-making process. Productwon in non-member couriries is.

being carried . out under conditions that are 1ncreas1ngLy advantageous
compared with those in-the Caommunity. As a result, imports are :
providing an increasing proportion of the Community supply. This
explains why this sector is in difficulties in the Community, wuth
adverse consequences for- empLoyment.

The sa1d d1ff1cutt1es are further aggravated by the very low LeveL of
activity.in the steel industry, which is being further reduced by the
measures adopted under Article 58 ECSC-and by the conseguences that
this swtuat1on ‘has had on the pr1ce Levet for this product 1n the
Communwty. g e R
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Lk ‘ffyAs reoards pia iron, the market s1tuatvon for foundry p1g dron. has for ,
Tt g number of years been characterized by considerable over-capacity at worlkd
~levet. This' is why the restructuring’ of this sector ghould continue. .~ . -
‘.1t should be noted, however, that following the restructur1ng operation - o
- earried out in the period 1964 - 70 there are now only a relativeély L1m1ted
j'number of firms producing pig “iron for marketing Creduction from &44. to
S - 8Y LT AS resards the effectwveness of the external measures in promot1ng

X ,Nrestroctur1ng, 1t can be seen that there has been no- posvt1ve effect

tf,v1th regard to- securwty of suppty, it will be noted that the world market
» 2 4s relatively limited. The trend in- imports of pig iron gives an erratic
. picture. 1Imports of foundry pig iron account for between 15% and 20% of
< the purchases of new pig iron. In recent years, moreover, an. 1ncreased
A requtarity of supplies from. ‘Aon~member countr1es has- been observed.
: 7Assum1nq that pig iron was maxnta1ned in the system, one could expect
an 1ncrease 7n ap consumption in foundries because of the exce551ve :
.- price of pig jron and that integrated foundr1es would be at an advantage ’
”<‘;compared with 1ndependent foundrwes. a : - : :

,@As am: arqument in favour of mawnta1n1ng foundry pig. iron productton ih o

: ;3tne Community, reference should be made to the need for regularity of suppt1es,
. “at ‘the same time it should be stressed that market penetratlon increased

in 1980, The difficulties faced by this sector, part:cutarly from the

= emp{oyment v1ewpo1nt, should also be borne 1n m1nd.‘; S .

-

Erai jIn'any‘event, the +two products = ferro—manoanese and p1g iron = must cont1nue i
k= fg‘to be: c0vered by the forward survewttance of quant1t1es. ' o

~Ascfar as semz-f1nashed products are concerned the 1neffect1veness of bas1c
prices is clear; these products are d1rectty absorbed by the Community .
steet industry and:the Commurity has an interest.in obtaining supplies..

at the best. prices. Howeéver, in vaew of the considerable difficulties. of
the Community steel industry and the: interest it has :in ma1nta1n1ng the
ﬂwsystem, and in view:of ‘the ¢risis measures: appl1cable during the:first.
g_half of/1982, the maintenance of: these products 1n the system is- for the
\7txme bezng ]ust1f1able. e T R e T g T D ,‘“g-




19-)) SteeL arrangements

, The existing arrangements are based on un1form pr1nc1pLes, but-are

. adapted, in form-and more specwf1cat£y in their quantity provisions,
according to the particular reLat1onsh1ps that exist between the
Commun1ty and its partner countrles. This shouLd not be changed.

The main provisions of the Arrangements shouLd Likewise be cont1nued

without change for 1982. The foLLow1ng are the essential features;; S

~ = An obligation to respect the price: d1sc1pt1ne .
= Community producers are. forbidden to aL1gn their pr1ces on pr1ces
- offered by arrangement countr1es : : :

- quantity provisions . ’ B

~ _the maintenance of trad1t10nal trade flows while respect1nq a spacrng
of exports .in time ; regwonat d1str1bution and the product- spread of -
exports to the Community.

- the application of basic pr1ces to 1nd1rect 1mports and the count1ng
of such imports against the agreed quantities

- the exclusion from the coverage of the arrangements of temporary

imports for h1re-process1ng on the cond1t1on that the ownersh1p of the

. product does not change
- special provision for 1mports of steeL for use in sh1pbu1td1ng and
repa1r-yards ; S
. - . consultation clause.
- suspens1on clause. ‘7 o

With regard to the field covered the posswbte exclusion of ferro-
'manganese and - p1g iron from basic prices would mean their exclusion ®
from the scope of the arrangements; even in this case, howeéver, the.
Commission proposes that these products should remain covered by the
consultation clause to ensure some control over the trend of imports;
they would be excluded from the price obligations in the arrangements
with the state-trading countries but:would continue to be covered by
‘the guantitative obligations; . the said products would remain sub;ect to
the’ forward surve1llance of quant1t1es. ‘ :

~

" As regards the- countr1es concerned, an effort should be made to~concLude
arrangements for 1982 with all the. countries covered in 1981. The main
provision of the arrangement wwth Brazil was a mutual commitment (pr1ces
and quantities) for pig iron. - In this case, the Commission is propos1ng,
should pig iron be excluded from the external aspects, an exchange of -

‘letters providing for, regular consultations on the trend of pig iron 1mports, -

_ without there being any commitment on either side, and the cont1nuat1on_'
of Brazil's commitment on the observance of bas1c prices for ECSC 1ron '
and steeL products., : ~ , :
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o on'the}qﬁanfitatiyé«aspecfs; thg'Pérménené~Réprésahtatives»Cbmmittee

- would be invited to set the Limits for 1982 after thﬁfﬂ&i"téfﬁa,sf»apqnsf"id'e;‘redf
"in3th£.5téeL,Liais¢n“COmmittee,"The’principtes(in«fortg,woalﬁubgiapplied; L
. the new quantities should take account of the trend of consumption in the , -
‘fcqﬁﬁunity,',The7comﬁunityfmust follow the guiding principle of fair .. y
““burden=sharing.: on the one hand, Commurity producers must not be treated -
“Yess favourably than non-member suppliers to the Community market and,. = -
L fqm7fheﬁother:Hand,,noh-memberfcountries will not be discriminated against -
“T“*‘ccmnared,uith'CommUnjty;produCErs; A clause would be added providing for .
-~ consultations in.mid-1982 at which an adjustment in Line with the real P
" ‘market trend would be possible for the second half of that year.. =~

gg“;tn'fha«naqnx5atjénﬂ\with ﬂvrtnim,partnhr'cnuhtricsg_aglowanceomust*he4 .
“onemade for their special contractual relations with the Community. Accordingly,
.. thé arrangements with the EFTA countries come within the framework of the ~ -
| free-trade agreements. The arrangements with the EFTA countries, as with .
= . Spain, provide fqryreciprocity.’fThat;isiwhy‘it isfnecessary_to.maintain the |

. requtar consultation arrangedents"Viéfé*viS‘that country. It should also =
. be remembered that the form adopted in the arrangements with. regard to the -
- ;/kQuantitative'Obtigationsfof'the’EFTA couﬂtrieskandeapén‘uouLd;make‘it; e

-7 possible to negotiate and reach a conclusion with those countries very E
“ o rapidly. : - S T EP

/"2 As soon as the forecasts for the Community market trend in'1982 are available,
. the Commission will present a proposal on the figures to be adopted to
,,fthb“?grmaneqt Represenféfivgstdmmittee,fafter‘éxahjnatioh‘ithhé Steel.
- "Liaison Committee. ‘The negotiations with the partner countries would be
;ffinatised'oﬁ‘the?basiS”of the Permanent Représentativeslcpmwittee;dedisigq;"

o

R T N RS S L L Sl S e TR A AN e T
.. To ensure the proper functioning of the arrangementsvinﬂ1982,{alt,thegforwatg

Jand retrospective/ provisions Of’thejrecommehdationsiMuStjbe9respeétéd‘byé;.i»
-the Member States; “in particular, notification of all-violations of the_ -

- price rules must be given without delay. G

i
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o

he negotiations with the partner ;antc%és;witL“be1qqﬁdu§xéd,byiin§'¢¢mﬁ§$sifﬁi
in;égreément‘Nﬁthjthe¢Member'States*within the‘frameworkkof“thggstgﬁkﬂ iais

Committees. .The texts of ithe arrangéménﬁs3wjLLﬁbéi&ﬂbmitted;%beféféj;onﬁlﬁsig
to the Permanent Representatives Committee, in particular to obtain ‘assent-
fﬁr‘zheiprohibitiohﬂof price alignments. . oo RN I SIS e

ERY




Commission phdpdsal "‘».: S ‘ RO , A ,

In conclusion, the Commission reguests that the Council give its

agreement to the following ¢ o S S

- in.line with the OECD declaration, the,ccmmission wiLprroposg to - g

 certain countries which export steel to the Community that, in order
to avoid‘disturbances,on_the'CoMmunity market, they should conclude
bilateral arrangements with the CommUnity‘invqtving:price~disciptihe,
At the same time, assurances will be given on the maintenance of

‘traditional trade flows, allowance being made, however, for any possible
reduction in consumption foreseen for 1982 and also for the anti-crisis
measures in force pursuant to Article 58, ECSC, which expire on_ :
30 June 1982. ‘ e SRR R

;4ﬁlAs soon as the farecasts for the development of the Community steel. .

“market in 1982 are available, the Commission will present to the
Permanent Representatives Committee its proposals on the quantitative

aspects of the arrangements with the partner countries for which figures'’

have to be agreed, the said proposals first having .been examined by
“the Steel Liaison Committee. =~ L : o .

- The commission will report regularly to the Steel Liaison Committee

~ on the negotiations. The Committee will examine any questions that '
arise, with a vie% to finding appropriate solutions. ‘
- Questions that cannot be resolved by the Steel Liaison Committee will
be referred to the Permanent Reprgsentatives Committee. ’

~74, The Commission will éubmit,tﬁe textswd?‘the'arraﬁgements to the

Permanent Representatives Committee before they are concluded.
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