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FART ONE

Additional measurcs to assist the French and British

coal~mining industries in 1973
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Szgogsis

This dooument deals with subsidies for the coal mining industry of
the Community which are to be granted by member governments for the years
1973 and 1974 In accordance with Decigion no 3/71, the Commission is obe
liged to examine these subsidies and to submit a report thereon to the
Council for consultation. ’

An unforgeeable drop in reccipts by the I'rench and Bfitish ﬁoal in-
dustries made an increase in previously estimated subsidies for the year
1973 inevitable. The Commission has ascertained that those additional mea~
sures are in accordance with Decision no 3/71. The relevant explanations are

contained in the firmt part of the document.

The Commission analyses and examines the subsidies proposed for the
year 1974 in the second part of the document, It has been ascertained that
prices of Community coal were greatly raised in 1974 on the pattern of steep
increases in the prices of importea coal and heating oil and resulted in a
drop in the operating losses of the pifs and of subsidies cdmpared to 1973,
The Commission concludes that the subsidies for the year 1974 are in accor-

dance with Decision no 3/71.
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INTRODUCTION

In the "Memorandum on financial measures by the Member States to assist
the coal-mining industry in 1973" (Doc. No SEC(74) 1377 of 8 April 1974)
the financial measures to assist the coal~-mining industry announced by

the Member Statecs for 1973 werc presented and examined by the Commission,

The Commission was informed

-~ by the British Govermment in a letter of 20 March 1974 eand

-~ by the Fronch Government in a letter of 15 February 1974

that the financial measurcs plarmed for 1973 were not sufficient to
solve the problems  cxperienced in the coal-mining indusiries of the
twe countries. In those countries it was necessary to incresse *he aids

provided for under Decision Fo 3/71.

In the follewing text these aid increases are presented and cxamined,
reference being madc in each casc toithe relevant sections and figures
in the "Memorandum on financial measures bu the Member Siates to zssist

the coal-mining induetry in 1973%.

To convert national currencies into units of account, the folléwing

exchange rates have been used 3

1 U...a,- = L 0'5 R

= FF 5.554

‘New figures were available in ‘the oase of certain aids - especially

in the case of ‘aid to coking goal in Belgium and France, Tables A and
updated :
B-in the Appendix contairny figures for these items insteac of the figures

given in document No SBC(74) 1377.
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I. Measures additional to those plamned ‘for 1973 to assist the French

© coal-mining industry -

A. Moasures proposed’

As stated on page II/8 of the 1973 memorsndum (Doc. Ne S7C(74) 1377),
the French Government had applied for zid amounting to FF 1 323.0
“mllllon to assist Charbennages de France, under Decision No.3/71. This

amcunt 1nclucea aid to coking coal totalling FF 110.9 million,

‘In its leuter uf 15 February 1974 the French uovernment requested that
the amounts of aid for which the application was originally submitted

should be emended or increased as follows :

(million F®)

Original Amendment Tew
amounts amcunts
" 1. To cover opcrating losses : '
(2) of the coalfields (1) 932.1 + 154.9 1 087.0
(1) of the ceniral ad- 125.0 + 4.5 ©129.5
ministration | .
(c) total 1 057.1 |+ 159.4 1 216.5
2. To cover exoeptional 1550 | + 37.0 | 192.0
conversion costs ! f ' '
! Y
Total 1 323.C | 1 519.4
plus ¢ aid to coking coal 110.9 'E 110.9
N N T i
Total ] 1 323 0 : 1 510.4

(1) excluding aid to ccking coal but 1nclu51nt aid to power-station
' conl (PF 74.0 million)

' The aid to cover ooerﬂtlng losses can he brcken down as follows between

the various coalfields : (million PF)

Jord/P,-de— |- s Centre~ |
o | Calais Lorrhlng» e Total
Original amcunts . S| 436,81 212.9 | 282.4, 932.1
Additional amounts - 26,4 ' + 37.8 +143.5 +154.9
Total .. - » - i 10,4 T T250.7 1 A25.9  11.087.0
~Aid to the payment of interest by the central administration

of Charbonnages de I'rance 129.5
Total aidsto ocover operating losses 1 216.5
per tonne produced (FF) 47.33
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B. Comgatibi;;ty of the French‘méaﬁures with the provisions of Decision

o 1

The 1ncrease 1n French ald to cover Operatlng logses cencerng only the

Lorralne and Centre~Midi coalflelds. The increase proved necessary be~
cause the operating losses were even greater in 1973 than originally
estinated, According to the inormation at the Coﬁmiséﬁén'é‘disposal
on sctual costs and revenue for 1973, this development occurred for

the {ollowing reascns 3

~ the production costs in the ccalfields in question rose more sharply
‘than expocted;

- although the returns per tonne rose in the fourth gquatcr (effects of
the partial alignment of prﬁCes t0 the rising prices of fuel oil),
‘thé average returns per torne rose only slightly (some 3 %) for 1973

ag a whole compared to 19723

- in 1973 the total production fipgures of Charbohnages_de Trance were
not approximately 28 million tormes (as planned) but only 25.7 million

“tormes, 80 that the total revenue from sales of coal was lower.

Thus it can b¢ seen that operating costs have risen, The increase in

,.2id will cover the probable operating losses for 1973; the measure

is therefore compatible with the provisions of Article 9 (2) of
Decision No 3/71,

As regards the nrevention cf ‘'sericus econemic and social disturbances

in certein regions of France, nc new cr1ter1a other than those set out
on- page II/73 of doc. No SEC(74) 1377 need to be examined in connection

with the authorization of increascs in eid to cover losses. The

. sccial problems remain unchanged and the incréase in aid is therefore
based on the criteria under Article 9 (1) (1) of Decision No 3/71.

As regards the increas¢ in aid to cover exceptional conversion costs,.

morc revent . celcuia%ions maede by the French Government have revealed

| the need to 1ncrease such ald from R 155 milllon to FF 192 million.

”his amoun% corresponds to the ﬂctual expendlture which Charbonnages

~.de Frunce w111 have - to effect in. order to cover cosis uhlch are no

i
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longer cormected with coal production. The measure is therefore compatible

with the provisions of Article 6 (1) of Decision, Ne 3/71.

Compatibility of the increased French aid with the ﬁrérer functioning of
the Common M ocet

The figurcs summarized in Table A (in the Appendix) show thet aid totalling
202.7 million u.a. (= 11.00 u.a./tome) is be granted to the French coal-
mining industry for 1973. The amount of zid »er tonme of output was 67.7 <
higher in 1973 tha in 1972. The sharp increase can be attributed to the 7
differins trends of coste and roturns., Higher prices for mining supplies,
the low increase in output per mannshlft (2.1%up in 19 973 on 1972) and
sharp waze increases cxcceding 15 “ ‘have all helped to bring about a 13 %
increase in production costs, while the average returns for 1973 rose by

orly 3 %.

The French cial-mining industry received almest twice as much aid per
tonne for 1973 than did the Gerwan, Brltl“h and Dutch coal~m1n1nt indus-
tries; French aid was 38 % lower than the aid ﬂranted to the Belzian coal

industry.

The fdlowing comments can be made with regard to the comﬂatlolllty of the
total amcunt of Fronch a2id with the preper functioning of the Common Mar—
kets ‘

(a) There was no indication in 1973 that trade in coal betwcen France and
the ctherZCommunity countrice could give rise to distortion of competi-
tion botween the Fronch coal-mining industry and the coal-mining indus-
.tries of other Commwmity countrics. Trance's total imports of coal were

‘approximately the sameyin 1973 a8 in 1972, Lltheough a slizht increese
was recorded‘in_the,amqunt of French ccal supplied to Germany, this
did hot resﬁlt‘frcm changes in the conditions of cemnetition but from

charges in the internal arrangements of the Saarland mining companies.
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(b) The 1list prices for French steam coal mcved as indicated below in

1973 : in FF/tomne

Nord/Pas~de-Calais |
High-gteameoal . . 124,00 . - ... 136,00 - 145.00
=" Nuts 2 : o
Nuts 5 - 117.50 - 129.50 . 139.00
Lotraine ‘
High-gteaméoal . . ‘
Nuts 2 125.00 ©125.00 132.00
Nats 5 . - 108,50 108.50 113.00

Between the begimming and end of the ysar prices rose by 17 -18 “ in

the Nord/Pas-de-Calais coalfield and by 5-6 7 in the Lorraine coalfield.

The increas® did not ocour until the fourth quarter of 1973, sc that
the average annual returns of the French coal mines were only some
3 7 ap on 1972.

The movement of steam coal prices in the fourth quarter of 1973
scarcely took into account the fact in the fcurth quarter that prices
for heavy fuel oil = fcllowing the outbreak of the oil crisis in
October 1973 - were almcst double those reccrded in the summer of
1973 L, .

The following explanations can he given for this :

- Although the price cf imported steam cozl and of natural gas also

rose;, they did not double as did the price of heavy fuel oilj

. = Never before had there been such & sherp rise in the price cf
fuel oil. For reasons of caution and market strategy the French
producers hod to wait a few weeks before raising the price of
steam éoal in order to ascertain whether the increasged cil prices

~weuld.be maintained - thus constituting = new market price. By

raisig the list prices on 16 December 1973 the French coal

As a result of marked fluctuations in the price of fuel oil and the
complete impossibility of obtaining an overall view of the situation,
there were no uniform market prices for fuel oil in Hovember/December
1973, so that the statement that the price of fuel oil doubled cnly
reflects a general tread.

»,

1 Jenuary 1973 1 September 1973 16 Dec. 1973 .
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mining industry took the first step towsrds following the general

tendency for hisher energy prices.

—,1In'considering the time it tokes fer rival fuels to react to rising
~ prices, it shculd be remembered that the ‘French coal producers cannct
adjust their coal prices immediatdy for institutional reasons, It takes
several weeks hofore administrative meosures can be implemented. Further-
. more, many supply ccntracts involve agreements on fixed prices to de
applicd for-a poericd of 6 - 12 months, so thet higher list prices are

net immediatly reflected in hisher returns for the mining companies.

- Belorec the cil crieils, the price of French steam coal supplied to
Dlectricité de France (IdF) was some 20 — 30 % higher than the equivalent
fprlce of fuel oil. Thus a doubling of the price 6f fuel oil could lead
to a doubling of the price of steam coal tooj the incresase applied to
_ the prlce of coal must be emaller if the prices of eccal wnd fuel cil

arc tx bc made cqual.

,nThus xtacan be seen thai the tige that Frbnch steam COwl had to rcact to

(C)

_Artlcle“3 (1) (2),of,Jchsloq No,3/71,

‘the 1ncroase 1n “the phlcc of fuel oil in the fourth quarcer cf’lQ73 was

relatively short and that the rapid »rice movements made it even more

Giffioult tc gein =n cverall view cf the situstion on ‘the market, so that

immédiate, complete reactione were not to be expected. In these circumstan-
ces it can be s3id that the increa 56 in French aid for 1973 to cover losses

suqtalnﬁd by Charbonheges Ge sznce is compstible w1ta the provisions of

"The 1lst prlcos for Frcach coklng coal need not bo subaocted to any

spacial cxamination 1n this memorandum as Decision Mo 73/287/“0301

1 07 Mo 1. 259, 15 September 1973, p 36 ff.
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concerning conl and ccke for the iron and steel industry in the Commu-

nity has been;in force since the summer of 1973, Pursuant to that Deci~ ~«~ ‘ ?

sion, the differecnce between the import prices of ookiqg coal and the

" French production costs is constantly recorded and the maximum amounts Y
of aid to coking coal are calculated on that basis. lccording to the
French Gevernmentd calculations, aid to coking coal totalling FF 110.9
million shonld be granted for: 1973, | |

(a) From the comments under points (a) to (e) it may be concluded that the
ﬁTOposed inereasge in aid to the French ooal-mlnlnr 1ndustry for 1973

is compatible with ¥hc/funct10ninﬁ of the Common Market.

D. Summary =

The dlrect and indirect aids nroposed for the French ooal-mlnlng industry
for 1973 are 1ndlcated in the follow1n@ table :

TRelevant ﬁeﬂsure o Total amounts | ﬁer'tOnne
Article = : produced
of Deci=- million j million FF Ues
gion No PP Nelo
3/11 — i .
Article 6 | To cover excepticnal conver— | 192.0 | 34.6 T84T | 1,35
’ 81on costs ' _ ,
‘Article 9 (a) o cover the Operatlnw " |1 087.0 165.7 42.30 | 7.€1
; : losses of the ccale : .
- fields 1 o .
(b) To cover the losses 129.5 .| 23.3 5,04 | .91
sustained by the cen- -
tral administration of
Charb. ds France ‘ 1 .
Total 1 408.5 ! 253.6 54.81 | 9.87
InUS (81 = FF 4.15) | 339.4 . 1321

B i 2id o ccking coal nursuant
to Decision No 73/287 FF 110.9 million
. 20.0 .million u.a.

0.78 u.a. per tonne

topow

1 Including aid to power-staticn coal (FT* 74 000 000}, but excluding
aid to coking coal.
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II. Measures adiltlonal to those nlanned for 1973 to a881st the Brwilqh
coal—mlnlnp 1nau°trv ,

A, Measurcs proposed ,
On the basis of Article ¢ of Decision No 3/71, the Brlulsh Government
had awnllcd to the Comm1ss1on for authorization of aid amountlnﬂ to
& 93.5 million to cover the NCB's losses (eee nage II/89 cf document
STC (74) 1377). |

vIn its letter cf 20 F*rcb 107A the British Government applied for
authoriz zation of an ;ncnmse of .5 150 mllllcn'(* 1300 million u.a.)

in aid to cever the WCB'" operating losses sus talned in the cozl mar-
reting year 1973/74. '

The NCB's increésed losses are exceptionzal losses which‘arbse not in
the course of operaticn but as a result of strikey
On 12 Fovember 1973 +he Brltlsh mlners bepen an overtlme ban, following
the breakdown cf the wage nebctlatlcns. Tbls situa tlon, which continued
Cuntil 11 February 1974, led tc 2 loss of Droductlon of approx1mutely
10 million tornes and hindered the gonorml Operwtlon of the pits con-
siderably, s1nce the 1nten”ncc werk on the machines und.heﬁcral
clearing-un ororatlons normallJ ca rrled out as overtime erk were

neglected,

An a71-out strike began ou 11 Webruary 1974 becau the Government
would not grant the wase 1ncreasns dcmanded bv the Brltlsh miners.
The all-cut strike lasted until 11 March‘1074 and gave risc to a lose
of productlon of a further 10 mllllon tonnes. iAfter the strike the
NCE's onerﬂt ongl equlnment had to be restored 6 worklnr condition,

which proved costly.
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B. CompatlmllmtJ of the British measure w1th the prov1°ion« of Artlcle 9
v;of Dc01sion Yo 3/71 ' , :

As regards the rrevention of economic and soc1al dléturoances in the
British coalfields, no new aspccts other than thosc set out on page
II/90 of doc. No SEC(74) 1377 nécd to be exémined in ccnnection with
the authorizaticn of increases in aid. The covering ci operating losscs
is therefore compatible with the provisions of Article 9 (1)
Decisioanov3/71. |

As regards the amount of aid compored with the operating losses sustalned
in the coal marketing year 1973/7&; the NCB's ammuel repoft gince nublished
reveals that - following the payment of aid under the el Industry Act
1973 for the coal marketing year 1973/74 -~ the remaining loss to be covered
emounts to & 130.7 million (= 2€1.4 u.a.). |

Alfhough’in«itS'letter“of 20 March 1974 the British Govermment applied
for autherization to increase of & 150 million in its aid to cover the
FCB's losses, this was & provisiocnal estimate. The actual additional losses
' which must be covered by the grent of 2id amount to only & 130,7 milliocn,
according tb‘the NCB'S emmual report. This additicnal aid, which must be
aithorized by the Commission, would cover the full emount of the cperating
" 1osses sustained ty the NCE in the ccal marketing year 1973/74.

The measure can therefore be considered compatible with the provisions of
Article 9 (2) of Decisicn Mo 3/71 if aid amounting to & 130.7 million is
granted instéad'of aid totalling & 150 million es originally requested.

C. Compaulbilltzfof thqtincreascd Brltlsh aid with the proper functioning cof
the Common Market

'in order tb enéble comparisons to be made ‘with the -other Community coun—
'trles, Table 4 in the Appendix contains total figures for the aid ranted
o the MNCB in the coal marketing year 1973/74. It must be p01ntod out
here that the aids shown on page II,,S of document SEC (74) 1377 were
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amended upon receipt of the final figures and that the new figurcs
are given in Table L in the Arpendix. The amount of the increase
in aid to cover leosses im shown in the table as b 130,7 million and

not as & 150 millicn as originally proposed.

On this basis, the calculations show that total British aid, including
aid grented outside the framework of Article 4 of Decision Fo 3/71,

fer the coal marketing vear 1973/74 amounted to & 266,7 million

(= 533.4 millicn uez. = 4.15 u.a;/tonne). Tespite the incrasose in aid
to cover ltsses, the British coal-mining industry receives a relatively
low amount cof aid per tonmne produced compared with the other Community

countrias,

The follcwing comments can be made with regard to the comptibility
of the tctal amcunt of British aid with the proper functioning of the

Common Market @

(a) There was no indication in 1973 that any disitoriionrof competition
could arise in the United Kingdom and the other Community cormtries
as a reeult ¢f the differences in the amounts of cubsidies granted,

As a result of thc overtime ban by the British mincrs in the fourth
quetter of 1973, British industry was faced with a fuel shortage to
some extent. The difficulties encountered in obtaining energy supplies
in general as a result cf the cil cripis and the miners?! strike

meant that the British market had to be supplied principally with

s British fuels and that the NCB's pithead stocks were reduced.
})

(b) The list nrices of British steam coal changed as follows in certain

coalfields in 1973 : (in & tcnne)
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1 January 1973 1 July 1973 31 December 1973 ‘f

South Wales SR
hluh—volatile st,ancoal

Nut 27 7.90 ' 8.45 8.45
b 5T o= -
Scottish ‘ ‘ s
hlghvaletlle steamceal - ,
Kot 2 9.65 10.80 10.80
CNut 5 9.30 10.05 10,05

North Yorkshire .

ngh»vo;atlle steamcoal ‘
Mut 2 T7-25 7.80 7.80
Fut 5 6.50 7.05 . | 7.05

The price increase on 1 July 1973 was necessary pecause ¢f the higher
costs, There were no pricé increases in the feurth quérter, i.e. during
the period when the ¢il crisis began, It was not until April 1974, i.e.
after the miners® sirike, that British coal prices ware increased by
28=50%, |

The main reason by British steam coal nrice did not follow the sharply
rising prices Qf fuel oil in the fourth quarter wes the same as in the

casc of “he price of French steam ccal, i.e. ¢

-~ The NCB tended tc wait until it had an cverall view of the situation
cn the.market, which was not possible at first, befcre raising its

prices.

~ The prices of natur 1 gas and impcrted steam cocal rose relatively

slowly ccmpared with the price of fuel oil in the fcurth quarter.

~ A certain amount of time is required to implement the administrative

measures which are necessary before prices can be raisecd.

~ The British coal-mining industry was in an exceptional sijuation in
the fourth quarter of 1973 as a result cf the overtime ban. At that
time it was not possible to ascertain the extent to-which ccsts would
increase if the British miners' wage demands wore met. The full effect

on costs could not be ascertained until a final solution had been found
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tc the wages problem, as they should to be taken intc account

vhen deciding on price increases.

Thus it can be seen ‘that there werc important rcasons for not
immediately adapting the prices of stezm coal to»fhé éhénged
situetion on the market. In these circumstances, the increase
of & 130.7 million in British aid for 4he coal markebing year

1973/74 to cover costs can be considered cumpatibie with‘thé PO

visions of Article 3 (1) {2) of Decision Nc 3/71.

(¢) The liet prices for British cedking ccal do not need to be cubjec—
ted to any specinl examination in this memorandum as Decision
Yo 73/287/ECSQ concerning ccal and coke for the iron and steel
indusiry in the Community has been in force since the summsr of

1973:

(d) From the comments under poirts (a) to {c) it may be concluded thet
' the propesed increase in British aid for the coal marketing year
1973/74 is compatible with the proper functioning of the common

markest.

D. Summary
The direct aids for the British coal-mining irdustry for the ccal
msrketing year 1973/74 applied for under Decision N 3/71 are indicated
in the follewing table. In the case of the aids granted under Articles
6 — 9 the figures given on page TI/95 of document No SEC(74) 1377 have

been amended to ftake into account the latest situation.
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ReIgvanE Tctal amcunts - per tocnne |
Article . : ) producail !
of Deci- Neasure % wil- © million | ’ f
sicn lion | u.a. o !
no 3/71 i
Article 6| Severance payments and 10.0 | 20.0 0.08 0.16

retraining , .

Barly retirement 445, 9.0 0.03 0.06

Concesshonzry coal 0.4 0.8 0,00 0.00
Article 7! Adaptatidn and stebili-

zation of personnel 3.7 | - T4 0.03 0.06
Article 8| Aid for holding of stocks 3.7 T.4 0.03 0.03
Article 9| Oripinal amount 90.4 | 180.8 0.70 1.40

Ldditicnal amount ' '

Total under Articles 6 -= 9 of | 243,4 486,8 1.89 3,78

Decigion No 3/71 ,

In US Dollars €24.1 4 84

(B1=%0.39 ‘

€

pro memori=m @

Md to coking coal under Decision No 73/281/ECSC
/

= &k 15 million
= 30 million u.a.

1 Tncluding aid to power station coal ( & 15.4 million)
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coal-mirning industries of France ard the

cverall patvin of aids for 1573, The fdlo~-

the Community of the Six, the total amount

of aid for 1973 is 15.9% higher and the amount per torne 25,85 higher

than in 1972, Thus

of the rise in cil

the upward trend in aid contimued in 1973. The effects

prices and in the prices cf imported coal on coal

prices and aid in the Community dit not therzfors make themselves felt

in 1973, as price increases were not implemented uvntil the autumn cf

that year.

Tetal amcunts of diract

an

=

it miliion u.a-

: - Community of the Six I Unided Erlarged
Kingdcm Community
157l 1o AN 973 s
!
1. Direct measures vnder DNew 414.3 | 556.5 515.5 485.8 1002,3
cision Wo 3/71 ! ‘
!
2, Aid to ccking coal 45.5 | T1.4 249.1 30,0 279.1 !
3. Indirect measurcs ©1.9 |100,0 79.4 - 79.4 !
1 B
Totals 551.7 172 ) | 844.0 51€,8 1 260.8
b m S m e i e e e ] sER TR o
X . o e , i
| Comparest with previous yeer +5.47% 1 431,95 +15.9% .o .o
. 1
% 2id per tonne produced (u.a.) 2,35 4.380 6.04 4,02 5.07
The table shews that considerable increases occurad oniy in the case of

aid to coking coal in 1973.

Of the total amount of 1 002.3 million u.a. of aid preposed for the

ccal-mining industries in the enlarged Community fcr 1973, 793.4 million

tea. (= 79%) relates to aide proewided for under Article 9 of Decision

Wo 3/71 and 208.9 million u.d. {= 217) to aids for rationalization and

maintenance of stock levels (Articles 6, 7 and 8 of Decision No 3/71}.
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g1$ a;ﬁfer'AchCL@s i;;;c§2§;L | Totel i
Gommany 123.0 N 1747 140.7
Belwivm o s 105.3 11009
Tronce 346 | 219.0 253.6
 Netherlands .1 | 9.2 1 10.3
United ¥ingdom 44.6 L 442.2 | 486.8
Community 208.9 | 79344 | 1 002.2

Detﬁiled figures relating to aids and the trend in production are contained

in the tables &, B and C below.
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Memorandum on the financial measures by Member States
to assist the coal-mining indvsiry in

1974
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INTRODUCTION

1,

o

3.

4a

Thie second part of the present report discusses the financial mepasures =

to assist the coal-mining industry propesed by the Member States for 1974.
-

The outbreak of the cil crisis in the autumn of 1973 torether with the
rapidly-increaging price of impbrted US coking ccal have created a
radically new situation for the Community coalémining industry in 1974.
In the new attitude towarids coal manifested hy-the governmsats cf the
Member States and the Commission, the Community coal-mining industry

ie lccked upon ag an essential fautor in the security of ecnergy Supplies.
The massive price increases for heating oil and imported coking coal
enable the Community coal-mining industry to adapt its prices tc the new
market situation and thus to reduce its operating losses, Neturally the
acdaptation of the price of Community coal of those of competing energy
carriers hzs in 1974 not yet been completely accomplished in all cases.
The main reasone for this were considerations of general economic policy
and endeavours to preserve the maximumnprice stability, factors which
the Commission has borme in mind as far as possible when assessing and

testing alid mesasures.

As a result of the shortage of supplies on the Community coal market,
there have been no problems of competition beiween the Community coal

producers in 1974.

The present repcrt contains no observations on the consistency of the
coal and coke supply situation in the Community. Some governments had
indeed sent the Commission statistical estimates of the future trend

of supplies, but the calculations had been made befcre the ocutbreak

of the oil crieis and had therefore been overtaken by events. In view
of the extremely confused situation, several governments declared them-
selves incapable of compiling medium~term estimates for thmee to five
years ahead. is regards the short-term cullock, it may be assumed that
certain supply difficulties could arise in 1975, since the quantities

available from current production, drewings from stocks and imports
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may not be sufficient to cover the increaﬁed demand completely; a vital

factor will be the manner in which the stoel market develops.

In view of this coal supply situation, the Commission is onvinced that
the aide envisaged in Article 9 of Decisicn o 3/ 71 wiil not caly help
in certain countries to avoid zecraomid and social difficulties (Article
9 (1).1), but will also ensure that temmrary difficulties in coal supplies

can bhe reduced or eliminaied (Ar¢1cle 9 (1\ ? Je

Most aids for the year 1974 represent measurcs which have already been

taken in earlier years. The descriphinn . and evaluation of these measures

has therefore b en kept very short in this paper. On the other hand, measu-

res which were freshly introduced in 1974 are represented and analysed

thoroughly.

Thers has been considerable deldy in presenting this report %o the Counell
This hes been due to the surprising and fundemental changes which have
taken place in the world enerzy market. Many governments had presented
their calculations on the estimated aids for 1974 as early as the end

of 1973 cr the bheginning of 1974. Put these calculations had been made

hefere the ocutbreak of the oil crisis and showed an exceptional incrsase

in zids for 1974 ty commarison with 1973. In view of the pesition which
actually arose in the energy ecinomy, the Comriasion could not base its

approval for aids upon zovernmental calculations based on ocuidated pre-

mises, In the spring of 1974, therefors, it askesd the governments to

-8,

make fresh calculations., This caused an appreciable delay, but resulted
in the provision of meaningful data. The revised reports from the Mermber
Goverrments 4o the Jommission do not show an increase in aids for 1974

by comparison with 1972, but rather an appreclable diminution,

Under Article 2 (1) of Decision Yo 3/71, the Commission has reccived
dats from the governmmente of the fdlowing Member States concerning the

preposed financial measures for 1974 =
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- from the German Government
Letter of 14 Jaauary 1974
28 Juae 1974
30 August 1974
from the Belgian Government

Létter of 4 December’1973rb
14 May 1974 '
) Auyust 1974

from the rregcn Government

etter of 21 January 1974
' 25 May 1974
23 June 1974
27 July 1974
19 September 1974
21 October 1974
from the Netherlands Government

Letter of 11 February 1974
22 April 1974

from the Luxembourg Government
Letter of 23 January 1974

from the Dsnish Government

) Letter of 22 Januery 1974

from the UX Governmment L

Letter of 14 February 1974
7 Octobe‘ 1974

!

1

L

1

In so far as the reworts from the Member States Governmenus gave the
Commission knowledge of economic facts covered by professional secrecy
in the sense of Article 47 of the FCSC Treaty, such facts are no included

in the preo,rt report.

As in previcis years;‘the statistical appendices to this report do not
include a’caldulation of the standard burden of social insurance charges
on the undeftakings - in accordance with Article 4 of Decision Ne 3/71.
The figures in Chapter I show only the data on the state subsidies to

the ooel—miﬁing social insurance system. Thé complicated and laborous
calculations of the normal charge in accordance with Article 4 of Decision
No 3/71 are kept avallabie by the competent deparitments of the Commission

and can be examined on request.
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11. The preduction estimetes by the Member State Governmants were baken
. as a basis for 1974 in calculating the aids per tomne produced (see

Toble 6 in Annex),

12, The following exchange rates were used for the conversion into units
of account or US dollar of the amounts of aid expressed in national

currencies 3

@
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1 Average rate for June/July 1974



11/5 XVII/356/74

CHAAPTER I

Presentation on assesshment of financial measures in the social insurance
e saotor

Under Lrticle 4 of Decision No 3/71 measures of state intervention in the
financing of welfare benefits Sall be considered compatible with the Common
Market where their effect is to bring the ratio between the charge per
actively-employed mineworker and the benefit per recipient down to the

level of the ratio obtaining in other industrics.,

The relevant calculations are not included in the anmnex to tihis memcrandun.
The dats are kept available by the competent departments of the Commission

(Directorate-General for Social Affairs) and can be seen on request.

This paper therefore deals only with financial interventions in the wel-
fare benefits sector, and where apprcpriate with action overstepping the
limits set in Article 4 of Decision No 3/71.

In the Federal Gsrtman Republic, DM 5,228 millicn are provided for 1974

to cover the deficit in the sgurvivinge dependants'insurance for the whole

mining industry; about 80 of this sum is allocated to the coel-mining
industry (= DM 4 182 million).

The Commission's calcoulations for 1974 -~ excluding unemployent insurance =~
indicate a suk For the propcsed state interventions in social insurance
which is IM 40 million in sxcess ¢f the meximum permissible sum under
Article 4 of Decision No 3/71. This meens that the actual statutory sccial
charge on the undertaking is 1.4% lower than the "normzl chare' defined

in accordance with Article 4 of Decisicn No 3/71.

-
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The sum of DM 40 million, which exceeds the limiting value set in Article

4 of Decisgiorn No 3/71, should be assessed in the context of the other
financial measures of the Federal Government. Under Article 63 of the

ECSC Treaty, the form in which welfare bencfits are determined is not
affected by the Treaty if a change in the finsncing of sccial insurance

does not have any of the effects named in Article 67 (2) and (2), i.eay

if it does not lead to a serious disturbance of balance., Under these con-~
ditions, the excess oontribﬁtion and its effects on the competitive position
of German coal in the Commumnity ie discursed in that part of the memorandum
which deals with the “compatibility of the German measures with the criteria
for the pood functioning of the Common Market" fece below page II/23). The
examination shows that the cverstepping of the limits of Article 4 of De~
cision No 3/71 dces not stop the gocd functioning of the Common Market

in 1974; in consequence the -~Love sum of TM 40 million is compatible wit

Article 67 of the ECSC Treaty.

# #
#*
Summary
i
Origin Amouut of state subsidy i Purpcs
(in million DM) ;
| . . s
State 4 182 iE@Q31Cﬂ insurance fund
i Covering of deficit
] ) ' {
| Total 4 182 i

IRLGTUL
oyl

The stete financial expenditure for the Belgian'mining industry in the

welfare benefits sector may be ostimated at Are 13 527.5 million for 1974

Aceording to the calculations made by the Commission concerning the
amowit of gran® in aid which is compatible with Article 4 of Dlecision

2,

Koo 3/71, the effective chargc on the undertaiing after payment of the
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state aid of Bfrs 155.6 million is highsr than the normal charge.

The measures c¢f financial intervention do not therefore cverctep the

limiting value set by Article 4 of Decisibn Yo 3/71.

Summary 1
Origin Amount of state subsidy Purpose
(in million of Bfrs)

State : 5 866.32 Old-age and survivors'insurance!
Legulation statutory contrivt~ |
tion

State : - 713444 Old--age and survivors'insurance

’ Contribution {o covering
; deficit
State 3 857.0 Workers! cld-age and disability
’ Lnsuxﬁnue
_ ; Disability pension

State 2 950,00 Industrial diseasss
5Ci: ~f the expendlture is on
ccalsminers' pneumoconiosis

State 120,3 Cover for other losses

Total 13 528.0

! ”he centribution of the coal-mining industry to mining sccial insurance

.L 3 100/3

Comm1881on's estimates

- Co FRANCE
S s p—

- According tc data supplied by the French Government, the state financial

expenditure for the coal-mining industry in the social insurance sector
in the year 1974 amounts to FF 3 063.9 million.

According to the Commission's celculaticns, the amount of excess charge

on the Charbomnages dc France which cen be compensated by a state subsidy

will amount t¢ FF”3?8;9 million. The French Government has stated that it

prov1des a grant of Fr 338.9 mllllon, which exactly covers the excess

charge which can be compensatod. The state finencial expenditure envisa—

ged for 1974 for the hoa1~m1n1né 1ndustry in tha zocial insurance sector

' thiis corresponds tc the criteria of Article 4 of Decisicn No 3/71.
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SUNMATY
. Amount of expenditure :
Origin ‘ Pur
g (in millions of FF) THrpese
State - 8%2.0 i1ity and cld-age 3nsur&nce
lar contributicn of 229 of the
otal wage on which contributicns
are paid, and supplemcutary cim-
pensaticn from the State,
General €42,0 Disability and old--uge insurance
Social Insurance Reguler coniribution %o take over
System of part of the “abnormal charge"
(contribution laid down by de cree)
" General '582.0 Tnsurance for industrial ascidents
Social Insurance| - : and pro ‘esgional din
System Regular compensation I'or previous
C.L.(.A«rge S
General \ 374.0 Sickness insurance
Social Imsuranse Benafits for treatment.
System
State 338.9 Disability and old-age iasurance
YAbmormal charge’™ on the coal-mie-
ning industry in the sense of Ar-
ticie 4 of Decision No 3/71
General 235,0 Suppnlenmartary svstem : workers?
Sceial Insurance retirvenen’t pension
System :
Tctal 3 063.9

D.

E.

-I\A_'E“I';‘::ﬁ LA DS

Ir the Netherlands, coal production is being disccntinued at the end of
1974, The Netherlands Covernment introduced a law on 22. September 1972 in
order tc ensure that on the cessation of productiocn the Sccial Insurancs
Funds were in a position to continue %o pay pensicns to pensioned ccal-mi=-
ners, Through this new legal decres, a separate determination of the state
subsidies to be granted to the coal-mining industry for the proviesion of
pensions will no longer be possible as from 1974. With the cessation of
producticn, cozl-miners™ pensions will be provided in the framework of the
Gensral Insurance Systems.

DNTITED KINGDOM

In the United Kingdom there is a general social insurance system for

old-age, accident and disease, which covers the entire industrial economy
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including the coal-mining industry. There is thus an integrated system

in which onAthe'onelhénd 311 indﬁstrial undertakings -~ including th@se

of the‘ooalwmining industry- bear equal charges and on the other hand

- all insured persons obtain equal benefits,”imcluding coal-miners. On the
bagis of this general system it is therefore noct necessary to make calcu~‘
1ations in the framework of Article 4 of Decision No 3/71 ~ which assumes

a special coal-mining social insurance system.

Together with the genscral system, there alsc exists a fund independant

of the National Coal Board from which old-age pensions are paid to former
coal-miners by the British Gevernment in addition to the benefits of the
general systems. Through the Cecal Indusiry Act 1973 (Section 5), the UK
Government haes declared itself ready to pay a contribution of & 8.3 million
intc this Fund in the coal marketing year 1974/75, in order that the old-
age pensions of all coal-miners who have paid contributions for more than
10 years may be increased. To the amount“of the contribution of & 8.3
million the benefits which former coaliwiners received from the Fund are
higher than the charges borne by the NCB. The act@ial burden on the under-
"téking is thus less fthan the "normal chafge" defined under Article 4 of
Decision No 3/71. '

The amcunt of 8.3 millicn pounds whiéh exceeds‘thé'limit mentioned in
Article 4 of Decision No 3/71 must be considered against the background of
the cther finsncial measures taken by the British deernment. Under Article
63 of the ECSC Treaty, the manner in which the welfare benefits are fixed
is not‘affected by the Treaty if a change in the way in which the social
.welfare insurance is {inanoed has none of the effecdts mentioned in Article
- 67(2) and (3), i.e., if such a change does not lead to 2 serious disturbance
of the existing ecquilibrium. Under these conditicns, the sum of 8.3 million
pounds and its effects on the competitive position of British coal in the
Comminity will be examined in the section of this memorandum which deals
with "the compatibility of the British financial measures with the criteria
for the proper functioning of the Common Market" (see page 11/55). Examina-

tion showed that the British aid did not disturb the proper functioning of
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the Common Market in 1974; the above-mentiocned sum of 8.3 million

pounds is therefore consistent with Article 67 of the ECSC Tresty.

seouritz

As the following table shows, government measures in the field of

social sepurity of the coal-mining industry amount will cost the Com-
muﬁity about 2,061 millicn u.s. in 1974. In comparison with 1973 there
there is thus an increase of about 8.6% (163.2 million u.a.) in the staic

subsidies paid under Article 4 of Decision No‘3/71°

Figures in millions of v.a.

Year FGR Belgium France | letherlands | Community !
1965 | 529.4 110.2 2/9.2 | 9.8 | ew.s
1966 563.11 117.4 272.8° 14.1 270.4

1967 642,5 128.3 309.5 14.1 1 094.8

1963 | 683.6 131.1 326.3 i5.4 111564 !
1969 691.2 142.6 372.8 13.2 1 219.8

1970 | 805,5 162,5 338,0 12.6 1 318.6

1971, 816.4 192.1 380.8 11.4 1 400.7

1972 918.3 206.9 423,1 10.5 1558.8 |
1973 12 132.6 256.2 497.4 11.5 1897.7
1974 |1 298.8 276.1 486.0 . 2 060.9 |
T 1 + 7.8 - 2.3 . + 8.6 .

1 . "y , e .
Since Great Britain has an integrated system, it is nct shown in
the abcve table.
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The indirect financial measures to assist the coal-mining

iﬁdusth'

Indirect financial measures are considered to include all measures which

arc notified by the Member States in accecrdance 'with Article 2(1) 1 of

Decisicn No 3/71, but which do nct form part of the direct measures under

Article 6 -= © ¢f the Decision. The Commission is notified of indirect mea-

s o 1 . .
sures undsr Decision No 3,/71 and rules on them in accordance with the pro-
visiong of the ECSC Treaty.

GERMAN
ha

o

1., Indirect measures

The Federal German Republic proposes the following measures for 1974 :

~ Law to promcte the use cf coal in power staticns
(First Tlectricity-from-Coal Law). Expected amount

to cover tax deficit 90.0 million DM
~ Law 0 guarantee sales of coal to the electricity

sector (Second Electricity-from—-Coal Law) SR -

Expectad aid 249.0 million DM
-~ Suppliementary regulation 105.0 million DM

The Federal government has issued an adminis%rative order designed

tc provide arrangements to continue after the partial ending of the
First and Secend Flectricity-from-Coal Laws. Uader this order power
-gstation operators are ensured financial advontages if new power produc—
ticn oopacities are created using'éoal as fuel. It is estimated that in

1974 aid payments amounting to 105.0 million DM will be made under this

CTrier,

coal-mining

¥easures under the First and Second Electricity~from-Coal Laws have
been taken for several years now. The Commission has examined thesc
measures and has decided that they in no way infringe the ban on sub-

sidies imposed under Article 4 of the ECSC Treaty.
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The Federal governmentfe administrative order regarding arrangements
to continue alfter the expiry ~ of the ITlectricity -~ from - Coal Laws
was similary examined by the Commissicn, which again found no infringe-

ment of Article 4 of the ECSC Treaty,

3. Summary of all indirect German measnres for 1974
Total amomts Amount per tonne |
produced ;
Millions | Millions , ;
lvw‘ o M PUGY
of T GF Mal - - ;
: e |
- To promote use of coal ?
in power statlions 90.0 27,95 0.51 0.28 %
-~ To guarantee scles of 249.0 S T7.33 2.52 0.78 |
coal in the electricity |
sector :
'~ Supplementary regulation 105,0 22,5 1.06 0.33 |
Total 444.0 137.89 ; 4.49 1.39 |

B. BELGIUM

1. Iadi

.

et measures to aagist the Belelsn codl-minirg ir-dnegiry
Pinancial measures for indirert assistance to the doal-mining industry
planned by the Bégian Government for 1974 arc as folleows:

Million Bfrs

- Byxpenditure for season tickets and cheap
holiday travel vouchers for miners, plus
costs of tresiment for pneumoconiosisz (Article
33,09 in the 1974 Budgel of the Ministry for
Sccial Affairs) . 19.5

« = Additaonel payments to the National Hiners
Pension »und to counterbslance new social
charges arising out of the raising of miners’
ammual heliday money, the introduction of new
siclkmess benefits and a longer period of anual
leave (Article 32,12, Article 32.14 and Ar-
ticle 01.04 in the 1974 Budget of the Ministry
for Econcmic Affairs) 245.2
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2. Jutvhorization of indirect Belgisn measures

Yhe above measures have been granted for & number of years now. The
Commission hzs examined them and established that there is no infringe=
ment of frticle 4 of the ECSC Treaty.

e Suwnary of all indirect Belgian measures

Total aﬁoﬁﬁts "~ Imount ner Tonne
produced

Million | Millions Bfrs v.a

o of Bfrs | of u.a. o o

~ Cheap travel vouchers 15.5 0,40 1 2.24 0.05
~ Naticnal Miners Pension , '

Fund and miners holiday pay | 245.2 5,00 28.18 0.57

Total 264.7 5.40 310,42 0.62

C. gﬁ&NCE

D,

- o

In 1974, es in prevous years, the French Government granied a government
subsidy to the rescarch programme of the "Centre A'Btudes et de Recherches
les Chartonnages de France" (CHTRCHAR).This totalled 19.0 million FF

(

3.0 million u.as or 0.13 u.a. per torme produced).

The 1974 subsidy to CHERCHAR was an indirect measure of a special nature

which in no wey &fects the compstitive position of French coal producticn,

TETHERLANDS

No indirect financial measures to assist the coal-mining industry were

announced by the Netherlands CGovernment.
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reial measures to assist the coal-mining industry

vere announced by the British Zovernment.

0]

F. Summary of all indirect measures to assi t the coal-mining industry

The following table illustrates the pattern of indirect measurds to
assist the ccal-mining industry in the variocus countries of the Commu--
nity., The 1974 total for the Community of Six is 14%5.3 million w.as This
1C>‘>b1rhev than in
/ 1573, dde to the increase in German aids to pewer station coal resulting

mainly from a new measure (suppiementary regulation).

figures in million u.a.

W

[%H

Jehr | Fud. . Belgium | France |Vether- Cownunity United tnlarged |

‘ lands [ of Bix K*ngﬂQm Community§
1999 | 85.0 4.3 2.6 - 91.9 cas K\ cee |
1970 | 763 | 3.6 | 2.3 | - | 8.2 e |
1971 | 83.2 4.6 2.3 - 90,1 . es vee
1972 1 90.7 3.9 2.3 - 96.9 Ve ces g
1973 | 65.2 5.2 2.9 | - 2.3 - 733 |
1974 | 137.9 . 3.0 | - 146€.3 - 146.3 |
Zﬁ;73;111.5 §+ 3.8 + 3.4 - + 99.6 - + 99.8 |

i
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Charnter ITI1

Direct finennial measures to asgist the ceal industry

Under Deciaion No 3/71 direct 2ids to coal-mining undertekings are consiis

red to be those defined in Articles6 - 9 of that Decision,.

A, UERMANY

L

1. Direct measures

In 1974 +the German Government is to continue ald measures which
were oparative in preceding years and to introduce a number of new

measuirtsSe.

1 (a) Measures which were operative in preceding years and which
are to be continued in 1974 :
Milliong of DM

~ Akticnsgemeinschaft Deutsche Stein-
kohlerovierc @ :

- Financial a2id for the mqualizaticn

of burdens 21.8
Closure premiums : 180.0
- Aid to cover watef~pumping 39,0
~ Miner's premium | 94.0
~ Investment aid , o 160.1

~ Payment of redemption instalments due
from Ruhrkohle AU on govermment -~ se-
cured claims held by the original
assel-owning ccmpanies " 50.0

Millions of DM

1 (b) New measures proposed for 1974 :
~ Bubzidies towards burdens resulting
from the contraction of the counl
industry 99.0

~ Subsidizs towards the inherited
liabilities of the coal industry 69.0

- Promotion of development and inno-
vaticn © in the coal industry 10.0

=y

1 . .
Testing of newly-developed technical aggresates

o

oo R
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-~ Discharging Ruhrkclile LG cf liability
for instalments in respect of the spe-
cial item for the compensation of
an>nts written off as a result of
closures , 48,0

~ Measures in favour of Preussag AG €0.,0

1(c) It should be menticned at this peint that RAG (Rubrkohle AG)
will be paid a total of DM 70.D million in 1974 as an interest
payment on and redemption of the DI 1 thousand million debt
register claim gronted to it in Novembzr 1972. This payment is
to he continuel at o fixed annual rate of DM 70 million until
1976 and thereafter ot a higher rate. \s early as 1972 RAG had
alreadJ been oblifed to write of fDM 650 millicn of the stabili-
zation reserve as a contra item to the debt register claim.to cut
its logses. This amount was mentiored in the memcrandum for 1972

and was anprcved by the Commission,

The yearly payments on the debi register cleim cannct again be
regarded as aid under Decision No 3/71 They simply repressnt

the fulfilment ¢f a promise by the Cerman Government to puy

banks from which RAG has borrowsd on the basis of its debi register

clain,

In 1974 RAG enjoyed adventazeous interest terms as a result of

its debt register claim - i.e. the outstanding balance of DM

350 million - but it is not possible to gquantify their implications.

2. Consigtency of the direct measures to asaist the German coal industry

i
with the orovisions of Articles 6 — 9 of Decision Mo 3/71

2(a) ¥easures operative in preceding years which will be continued
1.1.'1 {2» : i‘,;

Skktionsremeinscharft Deutsche Steinkchlenrevierc

The financial aid for the equalization of burdens (totalling
DM 21.8 million) requested in 1074 will he paid by the Cerman

Government to the Equalization of Burdens Fund) to discharge
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the liabilities of collieries which haVe been closed down. The amount
of the aid is equal to the amount of the liabilities discharged. The
measure ig thus in accordance with the provisions of Article 6(1}(e)

of Decisicn No 3/71.

The closure premiums (DM_IBO million in 1974) paid %o coalmining under--

tekings by the iktionsgemeinschaft Deutsche Steinkchlenreviere amount ol

to DM 15 per tonne up to and including 1973 and were increased to DM 20 -

per tomme in 1974 as they were well below the actual costas involved.

The undertakings! ouistanding obligations in respect of mining damage
O &

and social charges alone can be estimated as DM 30-35 per tome in 1974.

\ entailed
This lump-sum alid does not excced the expenditure /by the closure and

complies with the provisions of lirticle 6(2) of Decision o 3/71.

Aid to cover watsr-pumping
: _ water-pumping
The sum of DM 39 million ‘applied for as aid to cover/bosts is to be

paid to the Ruhr coal industry which has financial liabilities as a
result of closurssmade after 31 Deccmber 1966. The aid applied for

is to cover part of the contributions to the water boards of the

Rubr coalficlid and also the partial repsyment of contributions to the

Pumpgemeingchaft Ruhr.

The amount of the eid was calculated on' the bosis of the additional
eypenditure actually incurred by *he undertakings in respect of
pumpiang work

The purpcse and amcunt of the aid are thus consistent with the pro-

’

visions of Article €(1) of Decision M9 3/71.
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Granting of the miner's premium

Shift workerc and piece workers receive a anit premium of DM 5 for
every shil't worked underground, This premium is financed by reducing
the minerts liability tc wages tax, i.e. government tax revenue is

reduced and the miners® net income is reised accordingly.,

The miner's premium helps the coal industry 4o maintain the stability
in the numbers of qualified personnel which is absolutely essential

if productivity is to be increased.

Coalmining undertakings incur high costs thrcugh their cwn measures

for recruiting, appointing, training and re~training peresonnsl. The

total cutlay involved is approximately three times the sum of DM 94.0
' /

millien requested for 1974.
The purpose and amount of the miner's premium apnlied for show that
the measure is consistent with the provisions cf Article 7(3) of Deci-

sicn Mo 2/71.

Granting of inves*ment aids

In 1974 the gorwan GCovernment prepeses to give financial assistance
to individual investment projects as part of an invesiment programme

totalling DM 160.1 million.

The aid may nct exceed 30% of total expenditure on these investment

projects,

The aid is aimed at capital investment in ccllieries, coking plents,

briquette plante and pithead power Stations,
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The purpose and amount of the aid applied for show that the measure ]'

is censistent with the provisions of Article 7(2) of Decision No 3/71.
x 4

Peyment of redemption instslments due from Rubrkchle AG
on government-seonred Fbringing in" ciaims

For 1974 the German Government proposes to make payments on behalf
of RAC totalling DM 50.0 million, as a redemption instalment to former
colliery-owners holding a government-secured claim against RAG in propor-

isn  to the assest they 5rought in,.

RAG made a loss in 1973; payment of the redemption instalments by the
Government is a measure aimed at resulving RAdfs financial difficulties
and also at preventing tempcrary supply difficulties on the market for

coal.,
The German CGovernment's assumption of responsibility for payment of
redemption instalments on the secured bringing in claims is thus in

line with the provisicns of Article 9(1)(2) of Decision No 3/71.

New measvre planned for 1974

To provide guidelines for coal and energy policy the German Government :

(i) Mdopted the Law of 15 May 1968 on the conversion and reorganization
of the Germza coal industry (Ccal Law) (Pundesgesetzblatt I p. 365)

(1T) sutmitted $tc the German Bundestag its outline energy policy programis

(enexcy programme) (Bundestagsdrucksache No 7/1057 of 3 Octcber 1972).
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The erergy programme wes up-dated in autumn 1974 to take account of
the far-reaching changes that had taken place on the world market for
energy since the preceding autumn, The German Goverasent based some of
the following new measures for 1974 on the Coal Law or the energy pro-—

gramme.,

Subgidies' towards burdens resulting from the contrsction of the coal
induetey

M e s .

Germen coal-mining undertakings which, as part of their programme to
adjust producticn to market conditions, closed down pits leading to

a lasting reduction in coal production after 1 Jexrary 19 '3 are to be
raid subsidies tovaras the burdens resulting from rzdvced production
(ccntr?‘ tion b“rdenc) peint 6z of the energ; p'sog-jramme)o A lump sum

of Dil 30 per tomme of reduced ammual production capacity is to be paid
cver a period of five pears ; however, the aid is nct to exceed the

undertakings® actual contraction bnkiers
The subsidy for 1974 is o total DM 99.0 million and will supplement
the closure premium which, as explained above, is not enough 4o cover

the costs entailed by the closures.

The purpose and amount of the aid ayplied for show that the measure

. . . . ot , .. wr = ]
is consistent with the provisions of Article 6(13(1) of Decision Mo 3,

,..
!
o0
i : P
joN

ies towards the inherited lial '”if es of the coal
' incustry

fhis measure is also tc supplement the above-mentioned closure premium,

The inherited liabilities comprise cosis in respect of miring damags,
pensicn obligafions and obligations regarding the free ccal allcwanse
ag a recult of pit closures befére 1 Janua?y 1972 (point 62 of the
eNergy I opr.nme) The aid in question (TM 69.0 million in 1974)

is a subsidy towards the burdens actually entailed for the undertakihgs.
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. _ .
) The purpose and amcunt of the aid applied for show that the measure is

consistent with the provisions of Article 6(1)(1) of Decision No 3/T1.

Promotion of development and immovation in the coal
industry

In accordance with the aims of the Law on the conversicn and reorgani-

$e

zation of the coal industry it is essential to the speedy and lasting
recrganization of the industry for the results of reseerch to get beyond
tic development and innovation stage and to be applied in the production

proceess as quickly as possible.

Tn view of the coal industry's tight income situation it lacks the fi-
nencial rescurces o finance this urgent project on its cuwn. The aid
for 1074 (DM 10 million) represents a subsidy towards the financial

burdsns actuelly incurred.

The aid is 10 be granted in respect of individual projects which are
likely to have & concrete economic effect on. the coal industry in the

medium term,

The purpose and amount of the 2id shows that the measure is ccensigtent

with Article 761) of Decision No 3/T1i.

Relief for Ruhrkchie AG in respect of liability for the special item
For vhe equalization of amouwats written cff as a rosult of closures

This measure (2id pronosed for 1974 - DM 48 million) is a special

measure tc assist ZAG.

Tn previous years RiG had to make special arrangements tc write off
amounts in respect of asset value loet as a result of pit closures.
Under Article 8/2) of the 1960 Tax Lmendment lLaw (Pundosgesetzblatt
I, p. 1211, of 18 August 1969) RIG is entitled to enter a special
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item on the asscts side of the balance sheet which is then written
off in instalments in subsequent years. In 1969 it was assumed that
the undertaking's inccme situation in subsequent years would be good
enough to enable these instalments to bé included in the calculation

of prcduction costs and/or income,

As the trend in subsequent years turned ouf to be very unfavourable
RAG is nc longer in a pousition to bear the additicnal burden of these

amounts written off in earlier years.

In RAG's balance shect as 2t31 Decemiier 1973 the special item for the
equalization of amounts written off in respect of closures amounted

" to about DM 700 million.

To allow * RAG to write off part of the special item, the German
(lovernment is to assume liasbility for the payment of the sum of DM
480 million, The total amount will not bear interest and will be paid

in equal instalments over 10 years (DM 48.0 millicn in 1974).

Special amounts written off in respect cf pit closurcs represent
closure costs. The aid is intended tc reduce these costs and so its
purpose and amount is consistent with Article 6(1) of Decision

No 3/71.

Measures to asgssist Przussag AG Xcohle

Preussag AG's Ibbenbliren colliery (in Lower Saxony) has been running
at a lcss for a number of years and was therefore to be closed in
1973/74. In view of energy pclicy considerations (preventicn of
temporary supply diffioulties) and of the impertance of the mine for
the Ibbenbliren area, in terms cf regiona and social policy, the German

. Government decided to grand aid in crder to keep the mine in operatioc:n.
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As the undertaking is in economic difficulties and is unable to secure
the funds required, for further capital expenditure, 2 conditionel and
repayable subgidy is to be granted to offset part of its losses. Tro-
vigion hat been made for the sum of DM 40 million in the Federal Budget ¢ -
for 1974; as North-Rhine Westphalia is required to ccntribute a third

of the aid (another DM 20 miilion), the total aid for 1974 would amount
to DM 60 ‘milion.

The purpose and amcunt of the aid show that the measure is consistent

with the provisions of Article 9(1) and (2).

Compatibility ¢f the German aids with the proper functioning of
the common market

In order to examine the compatibility of the German aids with the
proper functioning of the common market they must be analyzed in the
light of all the indirect and direct measures to be taken to assist
the coal .industry in 1974 (4rticle 3(2) of Decision No 3/71).

The relevant figures are given in o summary table (see Table 1 in the

-Annex).

Using this calculation besis, the value of the proposed measur® tctals
395.8 million w.a., i.e. 3,99 u.a. per tomne produced. These figures
do not include coking coal aid. According to the information available

the German Government is not going to award coking coal aid in 1974.

The figure of 3.99 u.a. per tomne produced shows that German aids
for 1974 are slightly higher than those fer 1973. Aids to the German
coal industry in 1974 are to be somewhat lower than those in the

other countries cf the Community (see Teble 1 in the Annex).

The following points may be noted as regards the compatibility of

tho German aids with the proper functioning of the ccmmen market:
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(2) Demand for coal in the Community scared in 1974 in compariscn with
1973 as a result of éhanges in the situation regarding the supply of
petroleum. Bu the e¢nd of 1974 the Germen coal industry's stocks will
have diminished considerably. Certain bettlenecks in supply can be
expected in 1975 as it will not be possible to mzet demand either by
increasing the sales of coal stocks cr by stepping up imports from

non~member countries. In view of these market difficulties :

(1) deliveries of German ccal to other Community countries will in-

crease considerably in 1974 (see Table 2 in the hnnex),

(2) far less ccal will be imported into Germany from cther Community

countries in 1974 (see Table 2 in the Annex);

(3) little German coal was sold at aligned prices in 1973; in 1974

transactions including price alignments stopped completely.

It can be concluded from all this that German ccal, which receives
fairly low aid in comparison with other Community countries is not
adverscly affected when sold in the Community. The Gorman aids are
nct of a kind to impede the proper functioning of the common market
for coal under Article 3(1)(1) Decision No 3/71.

“(b) Under Article 3 (1)(2) of Decisicn Wo 3/71 the pricing cf German

coal must be examined.

Excluding supplements or reducticns for qualify, German list prices

for steam coal 1 developed - as folicﬁs(in DM per tonne) H

On 1 Seﬂtﬂm er 1973 On 15 Jan. 1974 On 1 Scot.74

Ruhrkohle AG | 99, 50 107.C0 124,00
Sasrbergwerke 103.70 112,00 133.00
L High-volatile Nuts 5
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The price of heavy fuel oil was abcut DM 200 per tomne in summer 1974,
ccrrespending to about DI 140 per tce. The price of German steam-coal .
has been lasging behind the price cf heavy fuel oil and by summer 1974

had still not quite caught up. However, it can be expected that : .

(1) it will not be possible to increase the rrice per calcrie of German
steam coal tc exactly the same level as the price per calorie of
heavy fuel oil, as coal-fired pcwer stations have higher running
‘costs than oil-fired ones. In many cases, the difference in running
costs will he offset in the price per calorie when contracts are

concluded;

(ii) the price of steam coal will probably be increased by DM 8 -~ 10

per tonne shortly.

The above comsiderations show that, due allowance having been made for
the practical factors and the foreseeable price trend, the measure
does not contradict the provisions of Article.3(1)(2) of Decision

Ho 3/71.

German list prices for coking ccal developed as follows in 1973/174
(in DM per toune); ‘
. " Onl sert. Orn 15 Jan. On 1 'Sept. On 1 Nov.

1973 AL AL 74
Ruhrkchle AG 101,50 1C3,70 127.90 142.80
Saarbergwerke 106,00 . 113.50 138,00 - 154.50
Aachen - . 102.00 102,00 125,00 140,00

Between September 1973 and November 1974 prices increased by scme
40 to 507,

The price of CGerman coking coal had thus tended to follow the trend
in the price cf imported US coking ccal for which th average cif

orice was some § 52 per tomne in 1974 (= DM 130 per tonne).
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A few contracts have been arranged for ‘merican coking, coal at even .
higher prices; this does not reflect the genecral situation on the merket
but may well be indicative of future trends in the price of ccking ccal.
The Commission continuously menitors the price trend on the mafket fcf
coking coal in order tc decide under Decision MNo 73/287 whether aids tc
coking coal are required. The pricing of German coking ccal shows that
it is line with the prcvisions of Article 3(1) of Decision No 3/7l.

(¢) The closure of five or six unprofitable pits in 1974 represents a
further rationalisation measure and the further concentration of produc-
tion on the most productive pits. The undertakings are endeaveuring to

- increase sroduction in the remaining pits in order to offset this drop

'in production (Article 3(1)(3) of Decisicn No 3/71).

" (3) It can be concluded on the basis of the cbservations made under points
'a ~ ¢ that the measures t¢ assist the German coal industry in 1974 are

‘compatible with the proper functioning of the commen markét.-

4. Conclugion

The direct aids requestecd fcr 1974 to assist the Germen coal industry under

Decision No 3/71 are given in the table below.
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"Relevant Amcunt of aid -
Article of Measure Total Ter tonne pro- {*
Decision duced
No 3/71 DM | million | DM e

million| u.a. %
Article 6 Akticnsgemeinschaft 201.8 62.7 2,04 0.63
Aid towards water-pumping 39,0 12,1 0,39 | 0.12
coste ‘ : e
4id towards contraction 99,0 30,7 | 1.00 0.31
hurdens
1474 towards inherited 69.0 21.4 0.70 0.22
‘;iabilities
Amounts written off in 48.0 14.9 0.48 0.15
co ~>gpect of closures
Article 7 | irvestment aid 160.1 49.7 1.62 0.50
Yinorte pfemium 94.0 29.2 0.95 0.29
_ Fromotion of innovaticn 10.0 3.1 0,10 0.03
Article 9 | :c ment of RAG's 50.0 15.5 0.51 0,16
- lemption instalments ‘ ’ -
(#7setting of Ibbenbliren 60.0 18.6 0.61 0.19
icsses *
Yotal - Articles 6-9 cf o » i
L:rision No 3/71 803.9 257+9 8.40 2,60
o g 2t s =
Ticures in g US e

| EnTIsn 21

Token entry @

Coking coal aid under Decision Mo 3/71 ¢

Production aid
Sales aid

No data available
No data available
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B. BELGIUM

1., Direct measures

The direct aids to the coal-mining industry envisaged by the Belgian

Government fcr 1974 are financial aids previously provided in 1973,

which are granted in accordance with the precvisions set cutin a

"Specificaticn”.

millicn Efrs

~ Cost ¢f pumping to remove ground water 50.0
- Investment aids 150.0
- Coverage of outstanding operating losses .4'453.0 ,

2. Compatitility of the dirzct mecsures to assist the Belgian coal-mining

Tndustry with the prcvisions o- Lrticle 6-9 of Decision No 3/71

(a)

(v)

Cost of pumping o remocve ground water

This aid, totdlling‘Bfrs 50.0 million,.is tc be paid in 1974 to

the undertakinsthsQéfance ¢t Bonne Fértune" in the Southern coal~
field. This undéftékingbis contending with the penetration of ground
water from abandoned pits. The Belgian Government communication
specifies thet theﬁaid will be'paid only up toithe amount of the

cost imcurred by ground water drainage and duly substantiated.

The aid is thus consistent with Article 6(1)(2) of Decision

Yo 3/71.

Investment aids

_Investment aids - total cnvisaged for 1974 : Bfrs 150.0 million -

will be grented only for pits and processing plants which are not
intended fcr closure in 1974. The aid is paid for each investment

project separately.
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Aids amounts payable to the undertakings will cover ali cr part cf

the capital expenditure on the production or up~grading of coal.

The Belgian Government has anncunced the following investment prcjects "

Amount of aid ' imount of aid
million Bfrs ' - - millicn Bfrs
Campine coalfield : Scuth Belgién conl-
field :
Loading equipment, Roadway haulage,
roadway haulage,
skips © 85.0 woerkshops 10.0
~ Crushing equipment, Cruching equipment,
de~dusting, flotation 30,0 filtering plants, 25.0 e
n flotation, ground water '
drainace
Total R 115.0 Total , 35.0

(o)

No reduced-interest loans as defined in Article 54 of the FCSC Treaty

are being applied for in respect‘of'thése investment projects,

Taking into account the above criteria, the proposed investment aid is
consistent with the provisions of Article 7(2) of Decisicn No 3/71.

Aids to cover cperating losses

Teking as a baSis'fhe previsions of Article 9 of Decisicn No 3/71
autherization of the oid to cever cperating losses requires consicdera
tion o the following amounts envisaged for 1974 : (in million Bfrs)

Campine South Total

coalfield coalfield
Coverage of operating

losses 1 611.7 2 841.3 4 453.0

o e

In 1973 the total for both coalfieids, which, however, also included

aid to coking coal, was Bfrs 6 603.0 million. If aid to coking coal

(Bfrs 1 382.9 million) is added o the proposed amount to cover ope~
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rating losses for 1974 (Bfrs 4 453.C million), the amount of aid totals
Bfrs 5 835.9 million. Despite a very sharp increase in production costs
in 1974 (scme 20%), it was possible to reduce operating losses, and con—
sequently the amount of aid, by approximately l6f, by reising coal prices
even more sharply,in accordance with the'price trends on the world energy
market. The raising of Belgian coal prices in the summer of 1974 will
probably enable operating losses, and the aids, tc be reduced still
further. The amount of Bfrs 4 453.0 million quoted above should therefore

be regarded as a maximume.

Under Article 9 of Deoisicn No 3/71, amounts c¢f aid to cover losses must

‘"be examined on the basis of the following criteria :

~ Trevention cof serious economic aﬁd;social disturbances in the South
Belgian Coalfield (Article 9(1)(1)),
" - Continued producticn in the Campine Coalfield in order to prevent
temp rary hottlenscks in supplies of coking coal (Article 9 (1)(2)),
- The aid may at most cover the difference between costs and returns
(Article 9(2). ’

: . of _. . X . .
(cl) As regards prevention gerloqu@ponomlc a:d social disturbances in

the South Coalfield, it should bhe mentioned first and foremost that

the ptis would not he viable without aids to make good their operating

losses.

In 1973 performance-related revenue amounted to only 38.15 of the full
costs of pits in the South Belgian Coalfield.

uecondly it has been noted that manpower in 1973 fell from 14 600

tc 11 800 men (= - 19.25) in the South Belgian Coalfield. Production

in the South Belgian Coalfield declined from 3.2 million tomnes (1972)
to 2.6 millicn tonnes (1973) (= - 19 n) Production for 1974 is expected

to be less than 2.4 million tonnes.
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The Belgian 5overnment has decided to close two pits in 1974 in the South
Belgian Ccalfield, so that only ten pits will remsin in production by the =
end of 1974. These closures will affect 1 500 workers.

In view of these social conditicns in the South Belgian Ccalfield, the

, aid requested for 1974 to cover operating losses can be considered as

(c,)

consistent with the provisicns of Article 9(1)(1), of Deoision No 3/71.

As regards continued proauction in the Campine Coalfield -~ where revenue
in 1973 amounted to only 52.6% of the full costs of the pits - in order
to prevent temporary bottelnecks in supplies of ccking coal, it must be
pointed out that this coalfield, where production fell from 7.3 million
tonnes (1972) to 6.3 million tonnes (1973) as a result of the ban on the
recruitment of new workers 1 impcsed by the Belgian Government in 1973,

is of exceptional importance to the Belgian steel industry. is the steel
industry's market situation is very favourable, its demand for coking coal
and coke is high., The drop of 1 million tonnesigoal production in 1973

. alone caused coal imports to rise from 6.2 million:tommes (1972) to 7.2

million tonmes (1973). Impcrts are expected to rise to 8.5 millicn tomnes
in 1974. In view of the difficult situation thrcughout the werld as regards
supplies of ccking coal, it will ot be easy to increase Belgium's imports

of coking coal still further, whether it'be;from-cther<06mmunity countries

¢r from non-member ‘countries, Thus the stabilization of production in the

Campine Coalfield planned by the Belgian Government for 1974 will help to

prevent temporary hottlenocks from arising in supplies of coking cozal; the

" aid is therefore consistent with Article 9(1)(2) of Decision No 3/71.

(c)

The following criterion coneerns the assesment of the amount applied for

on the bagis of the difference between production cests and returns.

According to the Commission, the Belgion coal mining industfy’s operating

losses in 1974 will total some Bfrs 8 thousand million.

} Discussions are currently in progress on lifting the ban.
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J"Campine South Delgien Total
B coalfield ,
‘million Bfrs/ { millica Birs/ | million |Bfrs/
‘Bfrs tomne | Bfrs tonne | Bfrs tcnne
Expected pit operating - .
losses in 1974 4 620 722 3 429 12491) 8049 | 925
Aid requested tc cover ‘
1974 cperating losses 1 611.7 252 ©2°841.3 1 1 235 4 453.0f 512
;id to coking coal 1 382.9 216 - - 1 382.9| 159
Relief frcm cests peid
cut of aid under Article 115.0 18 35,0 15 150.0f 17
7(2) , __ , |
Total aids 3 109.6 486 2 876.3 1 2504 5 985.9 688
' Result after payment cf aid | ~1 510.4 -236 - 552.7 1 = 241 | =2 063.71=237

(op)

The above figures show that aids applied fer to cover operating

losses in 1974 will be lower than the difference between the pits'

full production costs and their returns and are thus ccnsistent with

Article 9(2) of Decision

e 3/71.

It may be concluded from the above observations that the aids to

cover operating losses applied for by the Belgian Government for

1974 are consistent with the provisions of Article 9 of Decision

o 3/71.

3, Compatibility of the Belgian measures with the préper fuhctionigg

¢f the common market

To decide whether the Belrian measures are compatible with the proper
functioning of the commen market (Article 3(1) of Decision No 3/71),

examinetion must be made not only of aids covered by and applied for

under Decision No 3/71, but of all other measures to‘assist the ccal~

. nining industry (srticle 3(2) of Decisicn No 3/71).
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For the purposes of cocmpariscon withAother Community countries, the
relevant figures are shown in a summary table (see Appendix, Table 1).
It i= clear from these that total aids requested for the Belgian *
coal-mining industry in 1974 will be 128.5 million u.a. or 14.77 st/
tonne; compared withfi973 they haﬁe thus risen by 16.87 per tonne p:ro---4
duced. The amcunt of aid requested for 1974 for the Belgian coal-mi-
 ning industry is relatlvely high compared with the ' other Communi%y
countries. The Netherlands is the only Community country in Wthh

such aid is higher.

As regards the compatibility cf the Belgian aid total with the prbper
functioning of the Common Market, the following points may be noted

a) The pattern cf trade in coal within the Community (see Annendlx,
Table 2) shows that Belgian coal exports to cther countries of the
Community will fall sharply in 1974 in comparison with 1973, Bel~
gian coal imports from other Community countries will fall from

3.8 million tcnnes in 1973 to0 3,6 million tonnes in 1974. The
decline in Belgian coal imports may be attributed to competition
from coal imported from non member countries, which provides a

‘,steadily—increasing probortion of Belgian ccal supplies. is a

‘result there is not likely to be any disruption of;the pattern
of the coal tonnages traded between Belgium and the other Commue
nity countries in 1974 (Artlcle 3 (1)(1) of Docis1on Yo 3/71.

, (b) Pricing for Belgian coal in 1973 dit not include any prioing
aliznments on offers of lowsr-priced supplies of Community

coal (see Appendix, Teble 3).

(c) Under Article 3(1)(2) of Decision No 3/71 an exemination must

" be made tbdéée whether cr nct the aids requesfed for 1974 will
lead to the indirect aiding of industrial consumers. The two
most impertant industrial consumption sectors for ccal are the

ccke-ovens and the power stations.
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list p;ices for Belgian coking coal moved as follows in 1973/74 :
{(in Bfrs/tonne .
2 January 1973 1 145

1 July 1873 1 145
2 January 1974 1 300
1 July 1974 2 000
1 November 1974 2 000

Thus the price of Belgian coking ccal is tending to follow the price
trend recorded for imported US coking coal. According to the Commission,
the indicativs cif price for imported ccking coal amounted to approxima—
tely $~52/tonne (= approximately Bfrs 2 100/tonne) in the summer of 974.
Thus the price of Belgian coking coal is comparaeble with that of US co-
king coal,'takingvinto account a reduction in price for inferior quality.
It must be peinted out that the Commissicn constantly monitors price

- mcvements on the market in coking coal under Decision Nc’73/287 in order

~te be able to ascertain the amcunts of aids to coking coal.

List prices for Belgian steam coal' mcved as fellowed in 1973/74 :
(in Bfrs/tonne) "

2 January 1973 1 095 ;
1 July 1973 1 095
» 2° January 1974 © 1 350
1 July 1974 2 050
1 November 1974 2 050

The movement of the prices for Belgian steam coal follows the pattern
of prices for heavy heating 0il , although several months later because
cf the length cf supply contracts. Under the Belgian energy price pool
for power-station fuel supplies, uniform pr tes per unit of heat are
introduced by aligning the prices of the variocus sources of energy
utilized and alsc for Belgion steam coal. This plan, which can cnly

be implemented slowly, will prevent the pewer staticns from being

subsidized indirectly.

1 High-volatile steamcoal Nuts 5
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The above cbservations show that, in view of the pradtical aspects
which must be borne in mind when deciding on price changes, the pri- .
cinglsystem for Belgian steam coal entails no infringement of the
provisions of Article 3(1) of Decision No 3/71, 4

(d) The raticnalization and comcentrationsof production cn the pits
with the highest productivity will be ensured in 1974 by the clésure
of two unprofitable pits in the Southern Coalfield. In relation to
the other Community countries also, the trend in Belgian coal pro-
duction means that Community rroducticon is becoming increasingly
concentrated on collieriés'with thefﬁighex productivity (Article 3
(1)(3) of Decision No 3/7

(e) It may be stated in conclusion that the Belgien measures planned
for 1974 are compatible with the proper functicning of the Common
Market. ‘

4 Summary

Indirect aids to the Belgian coal-mining industry requested for 1974
under Decision No 3/71 are summarized in the following table :
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i Relevant Campine South Total
Article of Measure .iBelgian coal-
Decisicn ea field
Yo 3/M tetal per ltotal per | total | per
amcunts | tonne| amounts| tonne pmounts! tonne
i prod, nrod. prod,
million| Bfrsimillion| Bfrs pmillion! Bfrs
‘ , Bf'rs Bfrs Bfrs
Lrticle 6 | Payment of pumping costs - - 50,0 22 50.0 6
Art%c%e T | Investment aid 115,01 18 35.01 15 150.0 | 17
, P
Lrticle 9 | Coverage of losses 1 611.7 | 252#2841.3 {1235 4 453.0 | 512
+ i
Total : fLrticles 6 =9 1 726.7 | 270 2926.3 11272 4 653.0 | 535
of Decision No 3/71 _
Total amounts in u.za. 32.2 | 5.501 59.7 125.96 |{94.9 |10.91
Figures in US dollars .

‘wProumemeig,:]“

Aid to coking coel under Decision Nc 73/287

= Bfrs 1 382.9 million
=" 28,2 million u.a.
= 3.24 n.a./tomne
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Direct measures

The French Government hes applied for authorization tc¢ grant the

" following direst-aids in 1974 ¢

2.

~ Aid to reduce thé total interest payable o
by Charbonnages de France .. . . . F®.  25.5 million

- Aid to cover exceptional structural reor- ‘ : 7
. ganization costs . . . ; FE 255.0.million .
- 4id to cover dperating lcsses 1 ' FF 1091.7 million f

~ id to cover financial losses sustained o
by the central administration : CFP 131.,0 million

411 the above measures are a continuation of aids previously

granted and paid in 1973.

Consistency of the direct measures to assist the Fronch coal-
mining industry with the nrovisione of Arcieles 6 & 9 of Decision
No 3/71 ' . )

(a) Aid to reduce the tdal ihtefeétvpayabie by Cherbomnages de
France ’

The aid to réduce the total interest payable by Charbonnages

de France is the applicatibn of a general measure to assist
Charbommages de France and should be assessed on the basis

not of Decision No 3/71 but of Article 67 of the ECSC Treaty.
This measure will then be consistent with the Treaty provided
it entails none ¢f the effects described in Article 67 (2) and
(3). If this is the case, the measure must be examined to
ascertein its effects or’ the competitive position of French
coal in the Community, in that part of the Memorandum which
deals with the consistency of the French financial méasures
with the criteria set for the proper functioning of the Common
Market (see page 1I/42 hereafter). -

1

Includes FF 65.3 millicn of aid to reduce the price of power station
coal, This was nct indicated separately, being simply a point of
accounting procedure.
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(b) Aid to cover exceptional structural reorganizstion costs

The proposed amount of FF 255.,0 million is to be @id directly to Charbonnages
de France and represents the repayment of non-operating expenditure incurred
by Cherbcnnages de France zs a state-owned undertsking on behalf ef the
French Government, in order to.permit more rational implementation of social
programmes for redundant or early-retired mine workers. Prohable expenditure
by Charbonnages de France can be broken down among the various coalfields

as follows : (in million FF)

"Nbrd/;as- Torraine | Centre | Total
de~Calais ' T Midi
1, Exceptional expenditure
on miners made redundant ,
by closures . 20,6 7.9 31.5 69.0
2. Early retirement t 93.0, 8.01 _ 30,0 131.0
- 3+ Fuel oil payments to ' , '
) early-retired miners 2.4 . 0.3 1;: 4.0
" 4. Retirement adjustment - - '
payments under the CAN C : '
157.0 23,0 75.0 255.0

Since the above soclal measures apply to persons no longer comnected with

- the mlnlng 1ndustry, expendlture 1ncurred by Charbonnages de France for

these persons is not regarded as operatlng expendlture and is not included
in production costs. On the.contrary,. they are measures of a purely social
nature which receive partial financing from the Commission under Article
56 of the Treaty. The 2id is designed to cover expeﬁditure which is not

directly conmnected with coal production and sales.

The above details show the measures to be consistent with the provisions
of Article 6(1)(1) of Decision No 3/71. '
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(e) Aid to cover operating losses

As in 1973, the French Government has envisaged two forms of

2id for 1974 to cover colliery operating losses :

- aid paid to each cozlfield individually and calculated on the
basis of the current profiis positionJGf the various coalfields;

- aid paid exclusively to the central coalfields administration
(Charbonneges de France) and designed to cover any residual
losses payable by the administration and to prevént fimncial
losses from increasing as a result of new interest liabilities

" on the new credits taken. This aid is therefore not peid to the
‘coalfields,

The following table shows the aid amounts envisaged for 1974 :

1. Aid to cover, coalfields! operating 1os~es o
(million FF)l | o 1 091.7
per torne produced (FF) : C 46446

2, Additional aid to cover residual andnnew.
financial losses incurred by the central
adminigtration of Charbonnages de Fronce

(million FF) 131.0
* per torme produded (FF) ‘ Lo e T 5457
Total aids to cover losses (million FF) 1 222.7

per tonne produced (FF) ? © . 52,07

Under Article 9 of Decision No 3/71 the aid amounts shown in
the above table must be examined on the bais of the following

criteria :

~ Prevention of serious economic and social disturbances in
the coal-mining regions (Article 9 (1)(1))

- The 2id may at most cover the difference between cokts and
returns (Article 9 (2)).

1 Including FP 65.3 million for power station coal.
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(cl) As regerds the prevention of serious economic and social distur-~
baices in the French coalficlds, the following points must be

made with regerd to developrments in 1974 :

-~ The French coal industry's finahciél returns position imrroved
somewhat by the summer_of 1974 as é result of sharp price rises.
Performance-related revenue, which,in 1973, covered only some
60% productlon costs, covered approximately 80% of such costs
in the second quarter cf 1974, The PFrench coal-mining industry
is attempfingbto improve its financial position still further
in the third and fourth quarters of 1974 by introducing more
price increases. Whether or not such efforts will meet with
success will depend on whether the financial implications cf the
strikedwhich broke cut ih fhe autumn of 1974 can be kept within

recasconable limits.

~ The position in respect of financial returns differs from coal=-
field to coalfield. Whereas the Lorraine Coalfield's losses are
relatively low, a large number of pits in the Nbrd/Pas—de~Caléis
"and Centre-Midi Ccalfields have relatively high losses. This
situation had to be borne in mind when the French Government
. revised the production targets'for 1980/85. The general increase
ih energy prices led the French Government to investigate and
re-agsess the coal reserves. The original production targets
for 1985 (13 million tonnes) were subsequently raised by some
4 million tormes to 17 million tonnes and the development prospects
for the Lorraine Coalfield were considered to be favourable. This
must also be remembered when aufhorizing aid to.dover operating
... losses for 1974, Aid for the Lorraine Coelfield, in which one pit
is 10 be cloged in 1974 , should be granted not for regional
v”and soolal reasons but because of the problem of temprary bottle-

nocks in suoplles of coklng coal to the French steel industry.

1 Because of the strike, no def1n1tc decision’ has yet been reached
"on the closure of the pit.’
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In the other coalfields, Nord/Pas-de-Calais and Contro-Midi, on the
other hand, regicnal and social difficulties are the prlnclnal PO~

blems. In view of the 1ess favourable develonment prospects for these

coalflclds- on account of thelr less favourable financial returns poe-

gition and the foreseeable exhavstlon of the cozl rcserves in many

pits - four pits will probably ne closed in those cozlfields in

1974. The process of adapting production to sales possibilities

must be directed bv means of subsidies in such a way as to avoid

the occurance of reglonal and social problems in both coalfields.

Under these circumstances it may be concluded that the aids to cover
operating 1oéses‘app1§ed for by the French Government for 1974 are
consistent with the provisions of Article 9(1)(1) and (2) of Decision
No 3/71. .

Examination of the amount of the aid requested in relation to the

dlfference between costs and returns must be based on the aids

chown in the following table :

million FF
Aid to roduce interest g 25.5
Aid to cover losses 1 -1 091.7
Aid to coking coal 2 - _ 104.6
‘Dipect aid to compensate for anomalies
in social charges 339.0
Total aid to coalfields 1 560.8
Additlonal ald to cover finencial losses
incurred by the central administration of .
charbonnages de France ' . o 131.0
1 691.8
s osEmEmmEmas =

. The above table shows all aid measures relevant to the colleries®

cost and returns position. " c e e

.L;i* -J.

1 Incruding aid to power statlon coal émoﬁhtlng %o FF 65.3 million
2 Provisional amountj; no decision has been taken yet on the final
amount
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In view of the uncertainty as to the way in which the strike will
develop and as to its financial impliceations, it is nqt yet, possi-

- ble to cstimate the proﬁable operating losses which will be sustained
by Charbonnages de Frande in 1974. Revenue will probably increase
considerably during the second half of the year as a result of

increases in the prices of French coal.

The French Government thinks that if the strike which began in

the autumn of 1974 is cf short duration, the amount of aid quoted
above (FF 1.091.7 million) could bs reduced by some FF 400 million.
In any case, the amount of aid requested is a maximum amount. The
French Covernment has informed the Commissicn that the amount of
aid actually granted will under no circumstances be'higher than

the amount of the operating losses,

Thus the aid to cover operating losses for 1974 is consistent

with the provisions of Article 9 (2) of Decision No 3/71.
(e.) If_méy fherefore be concluded that the aids to cover cperating
10sées 2pplied for by the French Government for'1974 are consistent

with the nrovisions of Article 9 of Decision Wo 3/71.

3, Compatibility of the French measurcs with the proper functioning of the

. common market

Under Article 3 (2) of Decision No 3/71, examlnatlop of the aids to
decide whether they arc compatible with the proper functlonlng of the
common market must cover both indirect and direct aids.

. The summarized figures are shown ih the Appendix, Table }. For 1974 -
including aid to coking coal - the total amount is 257.9 million u.a.,

- or 10.99 u.a./%onne proeduced. The amount has hafdiy;changed compared
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with '1973; it must be pointed out, however, that the figure quoted
for 1974 is a maximum figure which might be reduced by FF 400 million
(63.4 million uv.a.). The amount quoted for aid to coking coal is also

a provisional amount,

Compared tc the cther countries cf the Community, French aids are
lower than those granted in Belgium but a good deal higher than those
granted in the United Kingdom and Germany.

Ags regards the compatibility of the French aid totals with the proper

functioning of thé common market, the following points may he noted :

(2) The changed situation on the world market in 0il has led to in-
creased demand for ccal in France in 1974 compared to 1973. The
pithead stocks held on the French coalfield are falling rapidly.
France is endeavouring above all to mect the increased demand

by raisihg the volue of coal imports from non-member countries.
Coal imports from‘non~membe§ countries will probably rise from
5.4 million tcmmes 1n 1973 to 9 million tomnes in 1974. Further~

more, as regards trude in coal within the Community

- exports of French coal to cther Community countries will decline
in 1974 {(see Appendix, Table 2),

= French coal imports from other Communlty countries will rise
hy approximately 0,5 mllllon tormes in 1974 (see Appendlx,
Teble 2),

- zrlce-allgned saleés of French coal were m1n1ma1 in. 1973 (see
Appendix, Table 3). '

It may therefore be concluded that French coal, which receives
relatively large amounts of aid compered with the -eoal-mining
industrics in the other Community countries, is not- placed in

an advantageous position as regards sales within the Community
on sccount of the differences in the amounts of suteidies. The
proper functioning of the common market in coal on the basis of
Article 3(1)(1) of Decision No 3/71 is not impaired by the French

aid.
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~(b) Under Article 3(1)(2) of Decisicn No 3/71 the pricing of French

coal must he examined.

List prices for French steam coal moved as follows, not taking into

account quality premiums or penalties :(in FF/tOnne)

| 1 Sept. 15 Jan. 1 Sept. 3 Nov.

1973 1974 1974 _1974
Nord/Tas-de~Calnis S
High volatile nuts 2 136.00 145,00 198.50  198.50
nute 5 129,50 139,00 194.50 194.50
Lorraine

High volatile nmuts 2 125.C0 132,00 184,00 184.00
nuts 5 108,50 ’ ,llB.OQA 160,00 160,00

In the summer of 1974 the prlce of heavy fuel oil was approximately
TF 300.—/tonnc (upward trend), this corrssponds to apvroxlmately
FF 210.—/tce. Althcugh ths prlccs for Prench steam coal are follo-
w1ng the upward price trend for hemvy fuel oil, they have not yet
reached the equivalent nrice level. Therc is therefore still a
certain emount of scope for introducing price increases for French
steam coal, so that the amount of aid to cover operating losses

| vcould be reduced correspond1ng1V. However, it is almost impossible

%o gauge the cxtent to which prices could be 1ncrcascd, since it
must be reme tbered that the price per calcrle of French steam

X coal cannot be ralsed rlght up to the level of thc prlce per calorie
of heavy fuel 011 because coal-fired power stetlons have higher
Operatln" costs then power stations using heavy fuel 0il; in addition

freizht costs must also be taken into account.

Llst prices for coklng coal moved as followd 1n 1073/74 (in FF/tonne)
1 Sept. 15 Ja o 1 Julv 3 Nov,
1973 1974 19?4_ 1974
Nord/Pas-de-~Calais 143,00 180. 00 275400 360,00
Lorraine 136,00 180,00 253.00 270,00
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The price incregse{between:September 1973 end November 1974 amounted
tc approximately 100% in the Lorraine Coslfield and 150/ in the

~ Nord/Pas~de~Calais Coalfields.

The price of Frgnbh steam coal is thus following that of imported
Amgrican coking coal, the average cif price of which was some ¢ 55.—/
tonne in thevautumh of 1974. Taking into account freight costs,
differcnces in quality s otece, the French coklng coal prlces

applicable 1n Nbvember 1974 were at the same level.

The Commission keeps a constant watch on price movements on the

‘market in coking coal in order to be able to decide, pursuant to

Decision No 73/287, whether aid fox soking coal is necessary.

It may therefore be concluded that”although the French coking coal

" prices will have been adapted fully t0 the situation on the market

(e)

by the ehd of'1974, the stcam cecal prideé will not. The Commission
is aware of the fact that the French steam coal prices have been
1ncreased cons1derab1y, it 1s slso aware of the difficulties and
the adv1sab111ty in the interest of the economy a8 a whole, not

to raise the general price ‘index in France, which is already climbing

~ steeply, by introdu*:.nb further increases in coal prices. Under these

citrcumstances, and in vicw cf thé fact that steam coal prices will
probably be increased in the coming year, the Commission has come
to the conclusion that the French prxpes policy in respect of
coking coal for 1974 isAcompatibIe'with the provigions of Article

3(1)(2) of Decision No 3/Tl.

Rationalization and the concentration of production on the most
productive pits in 1974 will be ensured by the closure of 5 or

6 marginal pits (Article 3(1)(3) of Decision No 3/71).
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(d) From the details set out under points (a) to (c) it may be concluded

that the proposcd French aid measurszs for 1974 are compatible with

the proner functioning cf the Common Market.

4. Summary

Direct aids requested for 1974 to essist the French coal-mining industry

under Decision Ho 3/71 are shown in the table set out below :

Relevant Af-; -Total amcunts er tonne prod.
tiole of Dec) Heasure million million - i u
Yo 3/71 Fp Wo &e *Be
Article 6 To cover exceptional struc-
: tural reorgsnigzation costs © 255.0 40,4 10.85 | 1.72
Article 9 |(a) To cover cr>1ficlds®
operating losses o 11 091.7 173.1 46.46 + T.37
1 (b) To cover lecsses incurred
by the central adminis~
tration of Charbcumages | SR
de France 131,0 20,8 5.57 | 0.89
Total =ids = . . . . 1 471.7 . | 2343 | 62.88 | 9.98

"In US Dollars

12.97

e

(F 1 = ¥F 4,85) 304.7

1 Including FI 65.3Jmiilion for power station coal
pro memoria,
Aid to coking coal under Decision Mo 73/287
B F¥® 104.6 million
16.¢ millidén u.a.

0.71 ‘u.a,/tonne

v

"

.
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D, NETHERLANDS

1,

2a

Direct measures

The Netherlands Government has applied for authorization of the follo~

wing direct measures to assist the coal-mining industry:

-~ a "subjective® aid to privately-owned pits
totalling Fl 56.3 million

- payment of accrued interest totallie | " Fl. 5.0 million

The'sfate;owned'bits in the Netherlands coal mining industry werefcldged“
at the end of 1973. The privately-owned pits will be closed at the end
of 19743 this will mean_the end of coal mining in the Netherlands. The
aid quoted above is to be granted only to privately-owned pits and is

ﬁo eover special costs related to the ciosuye of pits and social costs,

which cannot be shown separately.

Consistency of the direct measures to assist the Netherlands. coal-mining
industry with the provisions of Articles 6~9 of Decigion No 3/71

““Phe aid quoted above is purely aid to cover operatinguiosses in the pri-

vately-owned pits. The measures must therefore be axamined to ascertain
whether they are consistent with the provisions of Article 9 of Decision

No 3/71.

The Netherlands Governmsnt has inforﬁed the Commission that the labour
force employed in the coal-mining industry at the beginning of 1974
numbered approximately 5 000« Social measures and plans to create new
employment opportunities for the persons affected by the closure of
the pits have been drawn up so that the labour force can be reduced to
a few hundred by the end of 1974. Supplementary plans are currently
being worked out for the reminder of the labour force so that they can

be reintegrated in the economy without encountering any social problems.

As regards the celoulation of the amount of aid to cover the difference

between production costs and revenue, costs have risen extremely steeply
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“during the prbductionfmndowna-Degpiteﬁsévéral‘prioe increases, revenue

has not risen to the same extent; so that operating losses have in-

creased sharply.
The aid is not expected to exceed fhe probable operating losses.,

It may thus be concluded that‘the;aids applied for by the Netherlands
Government for 1974 are consistenﬁ with the provisions of Article 9 of

“ Decision No 3/71. A

.3.

Compatibility of the Netherlands aids with the proper fUnctlonlng of

the common market

In the final phase of the cessation of prdduction in the Nétherlands,
operating losses, and therefore aids too, have risen extremely sharply,
Total aids for 1973 amounted to 5.72 u.a./tonne and will reach 18.24 u.a./

tonne 1n 1974 (see Appendix, Table 1), thle means that they will have

tripled. The sharp increase in aids and losses can be attributed to
higher production costs for the small amount produced (only 1 million

. tonnes). With hlgn overheado, and a 445 decline in production (from

1. Gillion tonnes in 1973 to 1,0 million tonnes in 1974), the costs
\A”_per tonne pradueed must necessarlly rise very steeply, The Netherlan&s
alda are therefare ‘the highest in the Community, '

' As ?%gards “the eompaﬁibllity of the total Netherlands aids with the

.proper fnnetxonxng of :the common market the followmng remarks are

IR Timited Yo a fow: general- consxderatlgna, e Netperlands Pr03u0t1°n will

amount to no more than 1 million tonnas. or some Ow4ﬁ of the entire

proﬂuctlon of the enlarged Commumity. in 1974.

The following observations may be made :

Q'Exports of Nétherlandsvcoal to other Community countries will fall
congiderably in 1974,
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= The mmount. of CommunitJ ccal impgrtgd by the Netherlands will rlae
relangely steepiy in 1974; similarly impertsxaf cqal from nonwmember
countrles w1l1, in 1974, be 30ﬂ>up on the 197: level, As & result of

the oessaxion of its domeat;c productlon, the Netherlapds musgt start
to rely on 1mports for ite supplies of ceal. A IR .

T Price allgnment pas been 41scont;nued. fl

™ The aids to the cgal industry cannot 1nd1reqt1y aid 1ndustr1al £ONw
sumers of coal 3s productzon is limlted to house coal for yr;vate use,

In these respeots the aids proposed for 1973 are broadly campatible with
the proyer functloning of the common market. '

e R

“”The direct aids for 1974 proposed fnr the etherlands minzng indugtry
Ende; Decision No ;/7} are set out in the following tab}e' | ‘

Relevant = " . o no — Total amounts
~ |Article of 1 ‘>Mpasprg B million F1 | million U2
Article 9 | "sibjective™ aids S L s63 | 16,8

Paym€nt of acorued 1ntersst ' ‘5. ' 1.4

63| 182
ARV RO (eI

wm&m_Q@@@ﬂ

~¢f§er tqnne @quuced

Ty

(3 1 - 1 2 6=) i . L
Total S B o f.?..‘S'ﬁQB.lﬁmiliion
per tonne produced o % 23.13

B N e £ A I
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Fo UNITED KXINGDOM

It must be pointed out first of all that the aids paid by the British Govern-

ment to the British coal-mining industry cover the financial year of the coal
industry from the beginning cf April 1974 to the end of March 1975. Both the

financial year‘of the NCB amd the Govérnment fiscal year cover this period.

A11 figures quoted below therefore refer to the financial year 1974/75 of

the coal industrys

year

1974,

1. Direct measures

it is not possible to produce figures for the calendar

The British Government intends to grant the following direct aids to the

coal industry for the financial year 1974/75:

it

Aid to cover severance pay to miners made redundant
or the cost of vocational retraining of personned

Aid to cover expenditure incurrend by the KCB through
ecarly reirement of miners

Aid to cover expenditure incurred through the supply

of concessionary coal to reuundant mirers between the
ages of 55 and 65

Aid for the adaptation and stabilization of the
workf "rece

é %egogfh%%qlﬁgB?f gg%g%%ed operating losses for the -

financial year 1974/1975

Aid for power station coal

L million

8.5

35

In addition to the above direct aids which are to be granted under De-

cision HNo 3/71, the British Government wishes to grant the coal industry

aid to coking coal amounting to & 11.5 million on the basis of Decicion

No 73/287/ECSC,

411 direct aids listed above represent the continuation of measures which

were implemented in the financial year 1973/74 by the British Government

for the beneflt of the coal industry. The measures are based on the Coal

Industry Acts of 1965, 1967 and 1973.
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All the aids are paid to the IICB, which is responsible for 99% of Briw

tish coal produdtion. No aids have been reported for the licensed cole

=
3

lieries which are responsible for 1% of British coal production.

24 Cbnéistency of the direct measures to apsist the British coal industry
with the provisions of Articles 6-9 of Decision No 3/71

(a) Aid to cover severence pay to miners made redundant or the cost of
vocational retraining of personnel

This aid was introduced by the Coal Industry Act of 1965. The Coal
Industry Act of 1973 provides for the continuation of the aid and
. for the payment of & 8.5 million for 1974/75.

The aid is given to miners who 'leave the industry as a result of
closure and to those who are retrained and/or re-employed in the coal
mining industry. Not more than 50% of the expenditure thus incurred

by the NCB may be covered by the aid.

It is clear from the purpose and form of the aid that it conforms
"+ to the criteria set out under Article 6 (1) (1) and Article 7 (3)
of Decision No 3/71;

(b) Aid to cover expenditure incurred by the NCB through early retire-
ment of miners

This aid was introduced in the Coal Industry Act of 1967. The Coal
Industry Act of 1973 provides for the continuation of the aid and
for the payment of L 3.5 million for 1974/75.

Thig aid is given to miners retired before the statutory retirement
age. Such retirements became necessary in the period 1967/70 because
of the decline in production (as a result of inadeguate demand) . The
expenditure on pensions inctirred by the KCB is no Tongor related to
coal production and is fully covered by the aid. The NCE makes the
paymenfs,‘ﬂﬂoh aré fully feimburséd by the British Governménf by

* .

means of the aid,
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It is clear from the purpose and form of the aid that it conforms to

the criteria set out under Article 6 (1) (1) of Decision lio 3/71.

(¢) Aid to _cover expenditure incurred by the NCB through the supply of
concessionary coal = :

Expenditure incurred by the NCB through the supply of concessionary
coal to miners between the ages of 55 and 60 who heve been made redun-
 daht is reimbursed in full by the Government while for redundant miners
between the ages of 60 and 65 the aid is to cover 50% of the cost of

concessionary coal. The provision made for aid for 1974/75 amounts
to 0.7 million & The aid covers NCB expenditure which is no longer

related to coal production. '

It is clear from the purposé and form of the aid that it conforms to

the criteria set out under Article 6 (1) (1) of Decision No 3/71.

() Aid for the adaptation and stabilization of the workforce

It is estimated that in 1974/75 the NCB will incuf expenditure amoun-
ting to & 7.5 million as a result of the necessary redrganization of
personnel during rationalization of production. In order {0 maintain
the stability of qualified personnel, miners affected by the reor-
ganization must be compensated for the expenses involved. These
expenses include

-~ Removal expenses
Resettlement expenses

- Travel expenses ,
- Reimbursement of temporary loss of income.

Tn order to meet these expenses the British Government will grant
the NCB & subsidy of & 3.8 million in 1974/75. o

It is clear from the purpose and form of the aid that it conforms
4o the criteria set out under Article 6 (1) (1) of Decision No 3/71.
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Aid for holding of stocks

The 1973 Coal Tndustry Act (Section T) provides that the British
Government may grant a subsidy to the NCB to help meet the cost of
holdlng stocks. Provision has been made for a subsxdy of L 1.6
million to be granted for 1974/75. h

The British Government estimates that the stocks of coal and coke
held by the NCB at the end of March 1975 will exceed the limit laid
down in Article 8 of Decigion No 3/71. The measure would therefore

be consistent with the provisions of that Article.

Coverage of the NCB's expected operating losges

The operating losses to be covered in the financial year 1973/74 are
the losses which are expected to be sustained on current production,

The amount is estimated at & 50,0 million.

No aid*fb power station coal will be granted. to the NCB for.the
finanqial year 1914/75.

Under Article 9 of Decision No 3/71.¢he above aids to cover losses

must be examined.in the light of the following criteria:

- Maintenance of production to prevent temporary bottlenecks in
supplies of coal and energy (Article 9 (1) (2) and to prevent regio-
nal and social problems (Article 9 (1) (1),

~ The aid may not exceed the difference between costs and returus

(Article 9 (2).

As regards the prevention of temporary bottlenecks, it mus-be pointed
out that the general energy supply picture in the United Llngdom
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is very unclear on account of the difficult situation as regards
0il supplies. Because of the difficult situation on the word coal
market, a drastic increase in imports is not possible, The NCB is
therefore making every effort to maintain production levels and

thus to obviate the danger of an energy shortage.

Tn addition to the question of security of energy supplies, the
British Government has also informed the Commission that a number
of small, uneconomic pits, the exact number of which is not yet
known, is to be closed in 1974. A larse number of the conlfields are
situated in resions whieh’a?e‘structuz&lly weak , &ad whergttle .
veneral unsmployment rate isirelafively ﬁigh. | g R
Fecnomic and social difficulties must therefore be taken into con-

sideration when closing pits.

It is tﬁerefore clear that the proposed aid to cover operating

‘losses sustained by the NCB in the financial year 1974/75 is con-

sistent with the provisions of Article § (1) (1) and (2) of Deci-
sion No 3/71.

The following criterion is applied in caloulating the proposed
amount of 2id to cover the difference between the average cost of

coal production amnd the revenue obtained .

Production costs will be much lower in the financiel year 1974/75
than in 1973/74 as they became very inflated in 1973/74 on account
of the strike. However, it will not be possible te reduce costs to
the desirable level in 1974/75 because the strike has also had
certain implications for 1974/75. Furthermore, the wage increases
granted following the strike are much greater than the probable in-

orease in output per man-shift, so that this has led to higher

" costs, which have rigsen still further as a result of increasesin

the prices of equipment and materials due to the general infla~

tionary trend.
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Considerable improvements in revenue are expected in the financial year
1974/75, as a result partly of higher production figures and partly of

repeated price increases,

The British Government thinks that these costs and revenue trends for
1974/75 will give rise to a considerable reduction in the NCB's operating
losses, The aid applied for (& 50,0 million) will be paid only when the
NCB provides proof of operating IGSSes. The aid applied for is therefore
consistent with ‘the provisions of Article 9 (2) of Decision No 3/71.

Compatibility of the British aids with the proper functioning of the
common markes .

»

In assessing the compatibility of the British aids with the proper func-
tioning of the common market {Article 3 (1) of Decigion No 3/71) it is

necessary to consider mot only the aids governed by that Decision but

.algo all other measures to assist the Dritish coal miningvindﬁstry
{Article 3 (2) of Decision Fo 3/71). '

For the purposes of comparison with other Community countries, the rele-
vent figures have been shown in a summary table (see Appendix, Table 1).
The calculations show that total British aids, including payments exceé-
ding the limits set in Article 4 of Decision No 3/71,»will amount to &
76,4 million (= 165,8 million Uese = le44 U.s./tonne). In comparison
with all other Community countries, the aids proposed for the British
coal-mining industry yield the lowest rate of aid per tonne produced.

On account of the favourable movement of costs and revenue, total aids
to the British coal industry in the financial year 1974/75uper tonne
produced will be 65.2% lower than in -the financial year 1973/74.

The following remarks may be made with regard to the compatibility of
the total British aids with the proper functioning of the common market:

o
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(a) Trade in coal between the United Kingdom and other Community coun-
tries has tended to decline in 1974 as compared with = 1973 (see
Statistical Appendix, Table 2). This is partly due to the general
coal shortage in the common market which arose as a result of the
0il crisis. It is also due in part to the fact that in the summer
of 1974 the British Covernment, with the Commission's permission,
introduced a temporary embargo on the export of coal in order %o
enable the effects of the strike in the British coal industry on

British energy spplies to be overcome more easily.

In view of this situation on the market, no problems of competition
arise between British coal and coal produced in other community Coun-
tries. Ko adverse effects on trade in coal as a result of the dif-
ferences in amounts of aid are expected in 1974 (Article 3 (1) (1)

of Decision No 3/71).

 (b) The Commission has not been %gformed of any alignments of British
impose
coal prices on the_prices/by other Community producers in 1973 (see

- Appendix, Table 3.

(c) The price of British coal moved as follows in 1974 compared with

other sources of energy:

- The NCB introduced its first price increases in 1974 on 1 April,
when it raised them by 48 - 507 in the Midlands and by 287 in the
other coalfields, in order to follow the trend at least of oil
and impor*ed coal prices. A second price increase took place on
1 October 1974, when prices were raised by 20 - 30%. In 6ctober
the price: of steam coal was { 34 - 36/tonne in the Midlands and
% 40 - 45 in the other coalfields, while the equivalent price of
fuel oil, taking into account freight costs and ease of handling,
was % 50—55/tce. Thus it is clear that price of‘British steam
coal could be increased still further without giving rise to
eny marketing difficulties. However, it is doubtful whether this
would mean that the NCB would not make an operating loss for the
financial year 1974/75. Most of the losses to be covered by the
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aid occurred in the second and third quarters. The price increase
introduced on 1 October is expected to enable the NCB to achieve

w

a féirly balanced financial position, so that further aids to
‘cover losses will not be required. Whether this will actually be -
80 will appear in time, The Commission is currently assuming that
this will be the case. Under these circumstances it may therefore
be concluded that although thé price of British steam coal had
not reached the equivalent price of fuel oil by October 1974,

thé NCB can nevertheless almost cover its costs with prices at
their current level, As aid to cover costs would therefore not

be required for the fourth quarter of 1974 and the first quarter
of 1975, the terms of Article 3 (1) (2) of Decision No 3/71 would
be met,

= In October 1974 the price of British coking coal was some 3 38/tonne

in the Midlands and % 46/tonne in the other coalfields. According

to the Comm1ss1on, the indicative c¢if import price of American
coking coal amounted to approximately 3 52/%onne in the summer of
1974+ Therefore there was still scope for further rises in the

price of British coking coal too. As regards the authorization of
aifferences in the price of British and imported coking coal, it

is necessary to examine the same aspects as in the case of the

price of steam coal ag indicated ébove.

(d) It may therefore be concluded that the aids proposed for 1974/75 to
ass1st the British coal mining industry are compatible with the

proper functlonlgg of the common market. . , ) -

4 Summarz

The follow1ng table shows the direct aids to the British coal mining
;industry proposed under Decision No 3/71 for the financial year
1974/75
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Relevant Total amounts per t produced
Apticle of Measure - & million L | tea
Dec. No 3/71 million | u.a. e
Article 6 - Severance and retraining 845 16,0 0.07 0.14
‘ - Early retirement 345 6.6 0,03 0.06

- Concessionary coal 0«7 1.3 0.01 0.01
Article 7 Adaptation and stabili-

zation of workforce 3.8 Te2 0.03 0,06
Article 8 Aid for holding of stocks 1.6 3.0 0.01 0.03
Article 9 NCB's operating losses 50.0 9443 0.43 0,82

Total under Articles 6~9

of Decision No 3/71 61,1 128.4 0.58 1.12

In US § ,

(4 1 =& 0.42) 162.1 1.41

pro memoria ¢

Aid to coking coal under Decision No 73/287

& 1l.5 million
21,7 million u.z.
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CHAPTER IV

.- . “ o N s ~

Summary and conclusions ¥

1, This report has reviewed the financial measures proposed by the Member
States of the #nlarged Community to assist the coal mining industry-in
1974 or in the financial year 1974/75. The consistendy of these measures
with the provisions of Decision No 3/71 was examined for each individual

" ~country; It ‘emerged from-this investigation that the aids planned by the
Lxgqverpménts of the Member States for 1974 do not impair the proper funce
_ tioniﬁg of the common market in coal,

-
4

2. As regards the size of the coal market, the Community's coal production
will decline by approximately 20 million tonnes compared with 1973. This
can be attributed partly to the strike ih the British ?oal industry and
partly to the closure\ofspiés and labour shortages-in-the other Community

countries,

Pit head stocks have declined considerably during 1974. The amount of coal
imported into the Community from non-member countries is expected to be
some 10 million tonnes (= 30%) higher in 1974 than in 1973.

The various factors which have caused supply to develop in the way it has
have resuited from the trend in coal consumption which, in 1974, was some
5 million tonnes up on 1973 in the Community's power stations and coking
plants alone. If consumption remains at its high level as a result of
economic developments in 1973, the possibility of certain supply:diffi—

culties arising cannot be ignored,

3+ The favourable trend as regards sales of Community coal in terms of volume,
and also as regards prices - which were raised in order to align them more
on the rising prices of fuel o0il and imported coal - has led to an improve
ment in the financial position of the coal mining industry in 1974. Al
though production costs have also risen as a result of higher wagés and
rising prices of mining materials, the increased costs were more than com-

pensated for by mising the price of Community coal - in some coalfields
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by more than 100% between September 1973 and October 1974, However, taking
1974 as a whole, the sharp 1ncreases could not cover the total operating
losses sustained in the coal industry, so that aid to cover losses is still

necessary. In 1974, the Community coal prices were not raised suddenly but

~-in several stages, ise. losses’ were still‘reletively'high‘in the first two

2.

or three quariers of 1974. It was only in the fourth quarter that some coal-
fields could achieve a ‘fairly balanced financial position, so that there

was less need for subsidies, -

The Commission has noted that in many cases the prices of Community coal

‘have 'not yet been allgned completely on the equlvalent level of prlces of

fuel oil and 1mported Amerlcan coking coal. Consumers have therefore been

_able to obtaln Communlty coal more cheaply that they would have been able

5e

6.

to purchase the substltute products on the world market but appllcatlons
for authorization for aid to cover operating losses were nonetheless sub-
mitted;‘contrary to the provisions of Decision No'3/7ls As indicated in
Chapter III in the case of some countries, the Commission realizes, how-
ever, that an adequate and rapid increase in the prices of Community coal
would be dlffloult and from an economic point of v1ew -~ not welcomed by the
Governments 1n the 1nterests of general price stablllty, however, the Come
m1851on has p01nted out to the Governments of the Member States that the
coal 1ndustry must 1n 1975 be able to adOpt a prices polloy whereby indirect
subgidies fo consumers of coal would be avoided what aver the olrcumstances
(Article 3 (1) (2) of Decision No 3/71) and whereby it would be clear which

vpartssoitthe‘in@usiry'Or:coalfieIGSfoan.compete with thewhigh energy-prices.

PR P

As regards the financial measures to cover deficits 1ncurred through the

flnenclng of welfare beneflts in acoordance w1th Artlcle 4 of Decision No .

‘3/71, sums paid in 1974 will total almost‘z 100 million u.a. The increase

over 1973 is of the order of 9% and is indicative of the constantly~growing

imbalance between employed contribntors and recipients of benefits,

Total aids to assist the coal—mlnlng 1ndustry in 1974 have fallen by 410 3
million Uea. (= 30.2%) in the cage of the total amount and by 1.22 u.2.
(= 24.17) per tonne pr duced compared with 1973.
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Totalg for direct and igdirecf aids (invmillion .8, )

Enlarged

Commmity of the Six | Unived Kingdom |

b _ .. ..Community

1972 1973 1974 1973 | 1974 1 1973 1974

1. Dlrect measures under \ - ‘ :
Decision No 3/71 55645 | 51565 | 60543 486.8 | 128,4 | 1.00@,3} T33.7
2. Aid to COking coal 7104 249‘1 . 44*8 3000 2107 279.1 6605
3, Indirect measures 100,0 79.4 1150.3 - - 19.41 150.3
Total 727.9 | 844.0 | 800.4 216.8‘ 150.1 1,360,8] 950.5

Change from previous year . ,

in % T 32,0 | +15.5 |-~ 5.2 es | =710 e | =3242

Aid'per tonne pfoducéd ' ' : &

(in Uele ) 4-80 : 6.04 6.06 4.02 _ 1031 5007 3985
The table shows that reductions in aid occurred mainly. in the case of
dlrect measures under Decision No 3/71 and of aid to coking coal since
the financial returns position and the competitive position of the Com—
munity's coal industry improved in 1974.

7. Of the total amount of direct aid for'which'provision has beehﬁmade in

11974 (iee. 73347 million Ueas), 431.3 million Uets (or 58. 8%) have been

allocated to aid under Article 9 of Decls1on No 3/71 and 30244 million
u.a. (or 41. 2%) to aid for ratlonallzatlon and holdlng ‘of stocks (Ar-
ticles 6-8 of Decision No 3/71).

million u. &
3 iids —
: ry T - " Total
AZiloles | artiole 8 | Artiole 9
Germa.ny 223.8 - 34.1 ' 257‘9
Belgium 4.1 ' © 90.8 94,9
|France 40.4° - 193.9 23443
Netherlands - - "18,2 18,2
United Kingdom 31.1 3,0 9443 128.4
Total 299.4 | 3.0 | 43143 33,7
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STATISTICAL ANNEX
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