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Disclaimer

Conformément au réglement (CEE, Euratom) n°® 354/83 du Conseil du 1er février 1983
concernant I'ouverture au public des archives historiques de la Communauté économique
européenne et de la Communauté européenne de I'énergie atomique (JO L 43 du 15.2.1983,
p. 1), tel que modifié par le réglement (CE, Euratom) n° 1700/2003 du 22 septembre 2003
(JO L 243 du 27.9.2003, p. 1), ce dossier est ouvert au public. Le cas échéant, les documents
classifies présents dans ce dossier ont été déclassifies conformément a I'article 5 dudit
reglement.

In accordance with Council Regulation (EEC, Euratom) No 354/83 of 1 February 1983
concerning the opening to the public of the historical archives of the European Economic
Community and the European Atomic Energy Community (OJ L 43, 15.2.1983, p. 1), as
amended by Regulation (EC, Euratom) No 1700/2003 of 22 September 2003 (OJ L 243,
27.9.2003, p. 1), this file is open to the public. Where necessary, classified documents in this
file have been declassified in conformity with Article 5 of the aforementioned regulation.

In Ubereinstimmung mit der Verordnung (EWG, Euratom) Nr. 354/83 des Rates vom 1.
Februar 1983 uber die Freigabe der historischen Archive der Europdaischen
Wirtschaftsgemeinschaft und der Europaischen Atomgemeinschaft (ABI. L 43 vom 15.2.1983,
S. 1), geandert durch die Verordnung (EG, Euratom) Nr. 1700/2003 vom 22. September 2003
(ABI. L 243 vom 27.9.2003, S. 1), ist diese Datei der Offentlichkeit zugénglich. Soweit
erforderlich, wurden die Verschlusssachen in dieser Datei in Ubereinstimmung mit Artikel 5
der genannten Verordnung freigegeben.
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IDE-}TMOIRE

¢n the fixing of the ECSC levies and operating budget for 1974

Articles 49 and 50 of the Treaty establishing the European Coal
and Steel Community empcwer. the Comm1531on to obtain the funds needod to
finence the activities provided for in thc Treaty by imposing 1ev1es on
the production of coal and steel. These levies are assessed annuelly on
the various products according to their "average value" but the "rate"
of the levies may not excced 1% of this Maverage Value" unless previously

authorised by the Council under Article 50.

In calculating the rate of the levies several factors must be
taken into account. Tirst, requirements must be scrutinized. Then it is
necessary to assess how far they can be financed by the revcnues arising
from the investment of the Community's own funds and other sources of in—
come {repayments, cancellation of commitments...). In this way it is
possible to czleulate the sum to be provided through the levies. Iy taking
account of the average value of the various products and the estimated
production during the year, the rate of levy ncedcd to yield the sum
concernzd can be worked out. Calculation of the rate thus depends on
estimates of prgduc#ion: those estimates erc difficult to meke becouse
the‘industriéé concerned rcact very sensitively to the behaviour of the

- g
ccononic cycle.

Following the usual practice, the views of the four competent
committees of thelﬁﬁropegn Parliament are recuested and — as the Parliament
indicated in its resolution "on the TCSC's operating budget and levies
for 1971 - it is in fact the European Parliament "as a wholce" that will

pronounce on the levies and the operating budget of the ECSC.
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/
This aide-mémoire forms the bésis Tor the consultation of the

Parliament.

It shall be noted that this initial draft of the aﬁerating budget
is based on existing monetary conversion rates and not on those which would
result from the adoption of the Commission's draft decision based on real
c¢xchange rates., The departments concerned consider at present that it
would be a highly'hazardous'process to fdreéést the preceise consequences of
the new system, given that needs and resources must, in global terms,

represent the same amount in units of account.

I. EXECUTION OF THE 1973 OPTRATIONAL BUDGET (4nncx I)

A. Rescurces

84.5 ITUA in place of T4m _

The favourablc development of the econdmic situation has Qoﬁtinued
in the steel sector and has allowed a yield from the levies in excess of
the original estimates, which were admittedly cautious, (i.é;_66 MUA
instead of 63.8 MUA). |

This caution was basically duc to the uncertainty of the

-economic outloock linked\with the monetary crisis. It cen also be explained
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by rcfereace to the outturn of previous years (particularly 1971), when

incoue from the levies failod to reach the cmount estimated.

The seme considerations affected the estimates of interest on
investments and on loans from non-borrowed funds, and expected income from

these sources is well above the estimate (11.8 MUA instead of 10 MUA).

Lastly, there is a credit of 6.5 MUA against the heading

“Cancellation of comnitments which will not now be implemented®.

B. Fxpcnditure forceasts
84.5 MUA ingtead of T4 MUA.

The expected resources should provide full cover for nceds, for

which the forccasts, amcndcd as nccessary, are as follows @

18 MUA
38 MUA instead of 40 NUA
18.5 MUA instead of 16 MUA

4 MIA following the #CSC

- decision 73/257 of the
Commission (0.J. 259/35 of
15 Sept. 1973).

5. Intcrest rebates B : 6 MUA instcad of O (articles
54 and 56).

-In drawing uvp the 1973 budget, it was foresecen that these necds would_bo

20 £id t» rescttlement

1]

3. 2id to rescarch

A, 4id to erkirz coal

- net by mixed fund loans L drewing on the emounts payable by the new
 ﬁémBer countries, Ey wﬁjubfxéontribution to the BECSC's reserves. The pay~
nent of thcse contributioné heving becen delayed, it has been nccessary to
usc part of the incomc from the Community's 'own funds' to meet the

requircments for interest rcbates.

6. Workers housing : 10 MUL as forecast

) (1)This systcrr allows the granting of reduced intersest loans, by mixing
-~ funds borrowed at market rates (Article 49) with the 7TCSC's own funds.
Fach 1 MUA of TCSC funds is combined with 1.5 MUA of_bcrrowedAfunds to
conistitute 'a mixed loan of 2.5 MUA: this allows a 3¥ intercst rate
rebate for 5 years.

-~

Lt
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II.  INITIAL DRAFT OF THE 1974 OPTRATING BUDGET (Annex IT)

The 1974_6perating budget ié the first to take proper stock of

the enlargement of the BCSC.

Lt the samc time, the infliuence of inflation

throughout the Community, along with the nced to implemeont the policies

incumbent on the ECSC in both the industrial and the social ficlds, have

had significant effects on the ECSC's operating budget for 1974. Recuire—

ments for funds have increascd.

A Requirenents reported for 1974

1. Administrative exmenditure

The total of 18 MULA in the Mcrger Treaty is still valid.

2 'Aid to rescttlcment

Forescen requirements for aid to resettlcment cxcecd those for

1973 ¢ 41 MU4 as against 38 IMUL..

Several factors have contributed to this increasc

~ the Federal Republic of Germany has speeded up its progrémme of closurcs

for 1974 and subscquent yecars; ’
~ submission of the applications foreshadowed by the United Kingdom

for 1973 has becen held back. [s a result of this deley, there will

bec more rrcacsts in 1974;

- inflationary increascs have affected certain categorics of expenditure.

.Tho cxpocted briakdown is shown in the following table

Germany
Belgium
Denmark
France
Ireland
Italy

~ Netherlands
Lﬁxeﬁbourg '
United Kingdom

Stcel Coal Total

.. 0.5 10.9 10,5
on 5 4t o i 40 5
10 o 50 5 6' 5

»* *

* . *

* - *
5.0 1.3 19.5
7.0 2,0 1.0

*Not significant
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3. Aid to rcscarch

The promotion of rescarch laid upon the ECSC by Articlc 55 of
the Trecaty, calls for an incrcase in financial a2id to énablé the Community
to face up to thc domands put forward, both for the purpose of maintaining
thc.compctitivo position of Zuropcan products in the steel scctor
(production and testing) and cnergy scctor, and in order to improve
occupational safety and cffcectively combat industrial pollution in the areas
affceted by the ECSC Treaty. '

For the various ficlds of research, the ovcrall aid requested,
calculatcd on the assumption that the ECSC contributes 60% of the total

cost of the rescarch amounts to ¢,

- 7rcsearch into steel tcchnology : 24 MUA

- rescarch into coal technology : 13.5 MUA

- Social rescarch ' _ 7.5 MUA
45

As in the past, the various committces of experts will examine
these applications and allocate priorities to cach within the limits of the

funds evailablc,

A ‘Aid’to coking coal |

The aid to coking coal (5 MMUA) ﬁas the subjcet of the Comnission?s
Deoision No. 73/287 EGSC of 25 July 1973 (0.J. 259/30 of 15 Septombor 1973).

This Dccision established a system of suhsidicé dufiﬁg the period
197378 for coking coal and coke intcnded for the Comﬁunity's stecl
industry, of which some 555 will b contributcd by the stcel industry,
\25% by the countrics cncorncd and 20% by the ICSC. "The ECSCts contribution
amounts to 4 MUA in 1973, 5 MUA in 1974 and § MUL a year from 1975-78.

‘5. Intercst ratc rcbates

Roquircments for subsidiscd loans, under the ECSC Treaty, Articles
54 (investment) and Article 55 (re&ovclopmont),'aro estimated to amount to
"133 I'Ui. For the Commission, a subsidiscd loan is onc which bencfits from
a 3% intcrest rcbate for & period of -5 ycars, the subsidy thus represcnting

approximatcly 15% of the total loan.

Thus 20 MU4 of non-rccoveravle funds would be necedad to back up

the issue of the 133 MUA of subsidised loans. The brealkdown is :



-6 - | XIX/504/7 53

~ Article 54 : 8 1A
- Irticle 56 : 12 MUA
20 1MUA

Under tho systom of mixed fund loans alrcady outlincd, it would
be necessary to make available 53 MUA of the RCSC's own funds to support
the total of 133 MUA of loans. B

Tho Commission thinks it preferable in this matter not to usc the
technique of mixed fund loans, sincc, in the cvent, this approach only solvcs
the problem for the 3 years (1973, 1974, 1975) during which thc neu Mcmber
States are due to pay their contributions to the ECSC's rescrves, and has
no impact on the problem of subsidized loans from 1970 onwards, whon these
contributions will ccasc. Morcover, tﬁe Commission considers that it would
be unsound to tie~up part of its capitel resources in this type of opcration
for the whole period involved (as much as 15 ycars, as a rule). It would
accofdingly prefer to invest thesc funds to best advantage énd hove cxtra

incomec at its disposal in the form of the additional intcrest carncd.

6+ Spocial rescrvc appropriction (workers! housing)

- The Commission decided on 22 December 1972 to éllocate 20 MUA
towards the implementation of the second stage of thc EC3C's.. scventh
finoneial aid programme for housing constructicn. Thlp stagc covers tho
financial yoars 1973 and 197ﬁ ard as 10 MULhave been allocated in 1973 a

_furthor 10 NU“ should be provided in tho 1974 budget.

B. Forccast resources for 1974

The yicld of the levies for 1974‘will bc influenced by ¢
- a drop of around 5% in coal production by comparison with 1973:
~ an increase of around 3: in steel production by comvarison with 1973;

- a sllght incrcase in the average values of iron and stcel products.

1) Coal lcvics (coal 2nd ligpitc)

D In 1974 the total productlon on which levies arc calculated might reach @
" 235 million- motric tons of coal

4 million metric tons of lipnite
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- The aversge values to be applicd are'E
18.52 n.a. for coal

12,78 u.a. for lignite

-~ The "unit yield" of the levy - 'i.e. the yield at a ratc of 0.10% ~
will amount to | - |
4.35 million u.a. on coal
0.05 million u.a. on lignite

In round terms, levies on foreccast coal production for 1974 would yield :
12.76 MUA at a rate of 0.3%
13.20 MUA at a rate of 0.30%
12.64 MUA at a rate of 0.31%

2) Steel levies

~ DEstimates indicate that the production on which the levies are
calculated could reach the following levels, alloﬁing for a 3b

increase on the producfion forecast for 1973 :

Pig iron end cast iron ! 5.5 million metric tons

Bessener steel 15 million metric tons

" Stecl other than Bessemer stecl 140 million metric tons

Finished products 113 million metric tons

- The average values to be applied have bcen asscosed at sone &% ebove
these for 1973, since the Commission departments concerned have not

~ yet received all thc necessary information.

~ The unit yield of the levy will probably rcach :
0.33 MUA on pig and cast iron
1.08 MUA on Bessemer stecl
13.86 MUA on stecl other than Bessemer stecl
4.23 MUL on finished products '

In round terms, levies on iron and steel products for 1974;wou1d yield :
56.55 MUA at a rate of 0.29% ’
58.50 MUA at a rate of 0.30%
60.45 MUL at a rate of 0.31%:
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3) The remaining resources are mainly interest on investments and

loans from non-borrowed funds, which the Directorate-General for
Credit and Investments estimated at 12.4 MUL Tor 1974.

However, on the assumption that the new Member States' contribution
to the ECSC's reserves‘are invested and not used for mixed fund
loans (see page 3, IB5 and note (1)), addition income of some

3 3 MUA can be assumcd.

'4)l The miscellaneous headlng includes penalty paJments and 1nterest and

fines for arrears of payment........

5) Cancellation of commitments which will not be impl-mented relates to'

credit balances on successfully completed operations. They are
estimated at 5.5 HUA for 1974. '

6) Lastly the table of resources includes 2 itcms represcnting non-

- borrowed funds ¢

- repayments on loans made from the special reserve and constituting

! the BCSC's contribﬁtion to the cohstruction of workers' housing;

- an e1emcnt of the former IECSC pension fund, used in combination
“with these repaymonts to make up the allocation of 10 MUL necded
to 1molcment the 2nd 1nstalement of the Tth workers! housing

construction programme:

Ce The ba 1ancc betwccn re gulremcnts ani rcsovrcps

Slmple addition of the requirements put forward would give a
total of 129 MU4, without taking into account the "workers' hous1ng"
schemec which relates to loans, not to the use of non-recoverable funds. To

" meet all these requlrements, the rate of the levy would have to be fixed
at 0.45 % %o ’

Since account must be taken of .the practical possibility of
imnlementing the level of operations presupposcd by such an amount, as
well as the "ability to pay" of the coal and stecl industries, it would
not be at all anproprlate to raisc the rate of the levy to this level.

A review of priorities.is therefore nccessary.‘

j
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The allocation for three of the requirements to be met from

current resources has already been fixed :

—~ the cdntriﬁution to administrative costs must be held at 18 MUL
~ the amounts to be allocated as "2id to resettlement®™ ~ an obligatory
item of expenditure - total.41 MU
- aid to 6oking‘coa1, set at 5 MUA
i.e. a total of 64 MU: .

In addition, the Commission is under considerable pressure from
the firms concerned, from the Community's research institutions, and
indeed from the Parlizment itself(1), to give greater cncouragement to
research. The Commission shares these convictions. In its view, an ex—
ceptional effort, should be applied both in order to maintain the competitive
position of Buropecan products and in order to improve occupational safety.
'Expcnditurc in 1973.having beon 18.5 MU, the same level of aid, allowing
for pay and price increases, implics about 20 to 20.5 MUA in 1974. A
7.5ﬁ increase in the level of aid would thus raise the appropriation to
215 MUL. This appcers reasonable if it is rcmembercd that, in 1973, the
Community only met 40% of requests for aid totalling 46 MUL, and that
requests for the coming year smount to 45 MU.. An apprcpriation of 21.5 MUA
wculd mect 48% of the demand. It chould be noted in addition that the
TCSC's rescarch z2id in the stcel and coal sectors does not account for

more than 5-100% of thc total research effort in these fields.

In consequence, irrcducible requirements total 85.5 MUA (54 IUA
plus 21.5 MUA). The amount left available for intercst subsidies would
thus, with a levy rate of 0.29%, amount to only 5.11 MUA (yielding a loan
total of 34 MU.). The Commission considers that as a minimum it should be

able to appropriate 10 MUAL for this purposc,vyielding

(1)Resolution of 19 Januery 1971, Paragraph 4
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gome 67 MULA of subsidized loans. Howcver, bzing awvarc of the difficulty
of increasing the levy rate of 0.31%, as would be necessary in order to
appropriate 10 IU.: for this purpose,the Commission is preparcd to limit

the rate to 0.30%. This would allow 7.5 MUA to be allocated for interest

subsidies in 1974, (yielding somc 50 MUA of subsidized loans).

The Commission thercfore asks the Parliament to0 agree that the

levy be fixed at 0.30%.



FORECAST OUTTURN OF OPERATING BUDGET FGR 1973 (in MUA) ANNEX I
CUIRTIE Original Forecast AT Criginal Forecast
REGUL NTS estimate outturn RESOURCES estimate outturn
OPERATIONS TO BE FINANCED | |
FROM ORDINARY RESOURCES ! ORDINARY RESOURCES
( NON-RECOVERABLE) :
1 ield
1) Administrative expenditure 18 18 ) Levy yie 63,8 66
2) Aid to resettlement (art.56) 40 8 2) Interest on investmenis and
3) Ad to research (art. 55) 16 18,5 g::m]i:ans from non-borrowed 10 11,8
a; Steel 8 8,1
3
3 (égz]]a] 2 2:% 3) Miscellaneous - 0,2 0,2
4) Aic to coking coal (art. 95) - 4 4} Cancellation of commitiments 6.5
P ! .. . -
:5). Interest rebates - 6 Y:;({va;i'i ant now be '
a; krt, 54 - Investoent - g 3 )
b) Art, 56 ~ Redevelopment - ‘ 3
74 L a5 14 84,5
OPZRATIONS FINANCED WITH LOANS ORICIN OF NON-BORROWLD FUNDS
FROM NON-BORROWZD FYNDS
5) Hixed fund loans 19,2 - 5) Repayme?tfl on loans for 4,8 4,8
(art. 54 and art. 56) workers' housing
. s 6) Part of the former ECSC :
{) Spec:.'al resr:\.r\.e anpropriation l 10 10 pension fund 5,2 5,2
(workers' housing) )
3 o 7) Contributions by the acceding
') Transfer to reserves - 19,2 : States to TOSC reserves 19,2 19,2
f
i
1




INITIAL DRAFT OF THE ECSC dPERATING BUDGET FOR 1974

(in MUA) ANNEX II
Requests | Proposal AT T e Requests { Proposal
M 1 R d o
REQUIREMENTS 0.45 % 0 30 %] 0r3L% ESOURCES 0,45% | 0,304 |03L%
1
OPERATIONS TO BE FINANCED .
FROM CRDINARY RESOURCES ORDINARY RESOCURCES
( NON~RECOVZRABLE) . ,
1) Administrative expenditure 18 18 18 !! 1; Levy yield }03’ 7 11 14409
. I 2) a = Interest on investments
2) £id to resettlement (art. 56) a1 41 41 | and on loens from non- 12,4 12,4 12,4
3) Aid to research (art. 55) 45 21,5 21,5 ! borrowed funds
[
a) Steel % 10 C )0 b - Interest on acceding
b?Coﬂ }]3’5 ? 3,5 ; 3,9 States! contributions 33 33 33
¢) Social _ 1,5 6 6
4) Aid to coking coal (art. 95) 5 5 5 '| 3) Miscellaneous 0,1 0,1 0,1
ol \ N
5) Interest rebates 20 145 9,89 ! 4) Cancellation of commitments :
a) Art, 54 = Investment ; 8 3 3 ; 3.% 1 which will not now be 5,5 5:5 5:5
b) Art, 56 « Redevelopment 12 4,5 5, % i implemented :
] R
b
i
122 93 95,39 129 93 95,39
OPERATIONS FINANCFD WITH LOANS ORIGIN OF NON~-BORROWED FUNDS -
FROM NON-BORROVED FUNDS i . ’
, i 5) Repayments on loans for 5.5 5.5 5.5
6) Special reserve appropriation 10 10 10 E} workers! housing ' ! '
? Sas .
(workers! housing) ! 6) Part of the former ECSC 4,5 4.5 4,5
i pension fund ! ' ?




