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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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"cor.n.rﬁ-ﬁr' AULES FOR ATDS AND INTERVENTIONS BY MEMEER STATES Iif WAVCUR -
' OF THT IRON AWD STEEL INDUSTRY ' ‘ o

' IXPLANATORY MENORANDUM

. - ) . \ i' i

1. Introduotioh :

LS
A

'”he'oharacteristics’of the crisis facing the steel ihdustry are well known.
The adverse oonJunotural s1tuation has affected the 1ndustry throughout
\.the world but the Communlty 1ndustry has been amongst the most serloasly
-taflected as a result of its 1oss of competitiveness, wnlcn is due 1o
1_certa1n structural weaknesses and more particularly to the existence of
fﬁmany plants us1ng obsolete eculoment and technlques, and of more wodern
ﬁlants which. have frequently not reacned optlmal capaclty levels, as we‘l

as to the unfavourable locatlon of manj plants.

-

. The Comm1s31on has already taken aotlon to 1mprove the market situation
L”1n the short term by the 1ntroductlon of mlnlmum prlces for certaxn pro—
, ducts and 1n other cases of guldellnes for prloes ano dellverles within -
" . the Communlty as well as by action to check the adverse éffects on the
B Communlty orice level of 1mporus from third countrles. These short~term
imeasures cannot however resolve the oeep—seated structural problems and
»he Comm1ss1on has therefore also taken steos to prepare a detalled
rest“ucturlng plan for the 1ndustry, a task on which 1t is ourrently
",;engaged and to oromote its restruoturlng by Community aids to 1nvestment
pursuant to Artlcle 54 of the ECSC. Treaty. It has further sought to:
mltlgate the effects of the restructurlng on the 1ndustry s workers by
‘ expandlng its reconver51on act1v1t1es Dursuant 1o Artlcle 56
It is v1tal that the 1moiementat1on of the. Communlty s restructurlnc‘
‘policy should not “be imneded by measures taken by 1 Menber States 1nd1v1-.‘
.dually. Equally, however, the Conwunlty ig not 1tself in a oosltlon to R
meet all the indusiry's reoulrements for assistance. As a coanueroart to
the 1n1t1at1ves teken by the Commlss1on a framewor& must now be developed :

,w1th1n uhlch national measures w111 relnforoe rather than frustraue actlou
“taken at. Communlty level, : =~ - = IR ’ ' ” oo
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2.

The dréft Decision of the Commission which would establish such a Commu~
nity framework for Member States' aids and interventions in f%vour of the
steel industry, is therefore an integral part of the industrial restructu~f

ring policy which is being elaborated by the Community.

The necessity for a Decision under Article 95, 1

The gravity of the crisis in the steel industry is such that virtually
all community undertakings are making losses and have been doing so fqr
some time. Despite the Commission's efforts to strengthen price levels

within the Community the finances of steel undertakings are bound to

remain under pressure in the years ' ahead.

Because of the considerable importance of’the industry in the Community's
economy as a producer and an employer, Member States will therefore in-
creasingly find themselves obliged to intervene to support the indusiry

both to enable it to survive the crisis and to promote itis restructuring.

.These natlonal alds and interventions will be in the common interest,

prov1ded that they contrlbute to the realisation of Community obJectlves.

The ECSC Treaty s prov1s1ons on natlonal alds and 1nterventlons do not
offer the Commlss1on the necesgary flexibility in its appraisals of such
measures. Article 4 (c) prohibits specific aids and subsidies without any

poééibilify of derogation except in the rare case where an action by a

‘Member S@ate daméges its own steel industry. The Commission is then em-

powered by virtue of ‘the second sﬁbparagraph of Article 67 (2),;subject

of certain conditions, to authorize aids in these circumstances. The

other provisions of Article 67 concern actions having an appre01ab1e

effect on competition and taken under the Member States reserved powers

~(i.e. their general economic, 1ndustr1al,'reglonal, social and ‘other

policies). This article empowers the Commission, after consulting- the

Consultative Committee and the Council, to make recommendations to in-—

d;v1dua1 Member States in certain circumstances: those in which an action

.ls liable to provoke a serious disequilibrium or in which it allows spe-

- ..cial benefits to or 1mposes special charges on steel undertaklngs in

» ‘comparlson with the other 1ndustr1es in the same counitry.
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3) Wnlle the Commlsslon is prepared to use these powers of recommendatlon
, where necessary and - aporoorlate it does not consider that they consul—
. tute an 1nstrument sufr1c1ently comprehens1ve and . flexzble to meet the
:reaulrements of the present. sltuatlon. Recourse to Article 95 ig re-
'qulred in order to ‘enable the Commission to ensure that actions taken ‘
"under reserved powers are compatlble with the common interest and to
authorize alds and subsld1e° that would otherwise be prohlblued by .

. Article 4 (c) of the Treaty. S . : - L

4) The draft Decision, of”course, only applies to aids and interventions in

- favour of steel undertaklngs ‘and in respect of those of their act1v1t1es‘

Al

wnlch are subJect to the rules of the ECSC Treaty. Aids whose purpose is
'to fa0111tate conversion to products to which the ;reaty of Rome appllesr
are not subgect t0 this Declslon.”[ " ‘ _ . ' .

-
3

3. The principles of the draft Decisioh (Article 1) ) ‘ N

: The objective of the draft decision is,'as alread& indioeted, to provide -

- a frameworm ensuring that natlonal alds and interventions will be compa—
"tible with the Community's overall pollcles for restructurlng the steel
lndustry and that they do not distort competltlon to an extent contrary
to the common interest, while at the same time offering Member‘Sfates tue

necessary flex1b1;1tv to cope w1th a varlety of circumstances.

. The present legal framework of the/Treaty does not afford the flexibility
'd~required for these objectives t0 be attained. It is therefore necessary B
bybmeans of a‘Commuhity ingtrument to create neu rules providing, on the
one hand,‘for the supervisionuahd ooﬁirol of aids and interventions in
favour of.the steel iudustry, where these are financed from natiouai "
- sources and, on\the other hand,'for the neoessary Commuuity appreciation
of such action as Member States may take within tnelr reserved powers ‘

‘and which may have s1m11ar effeots on competition to alas and 1nter—

ventions. \

i
:The]draft decision thus makes provision for all aids and in%erventions,
not merely for those that are specific to steel. I should be noted 1n

particular that the terms of Artlcle 1 are such that its provisions
apply to: . t A . o .
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.

) ,'ﬁs‘and interventions fo” regionzal ournoses.

The Commission recognizes the immortance of regional aids and
interventions for the régional develdbmenf of the Community.

Equally, however, it would question whether sugh 2ids and inter—
ventions are always in the real intéfest of the régions concerned

when they are accorded to 1ndu~tr1es in dif flcthles, certainly

there is a strong poss1b111ty that they could, in the short term,
'be at the expense of other regions where the industry is located ° ‘
and whose broblems'may‘be even greater. This latter possivility

is of particular'significande in the case of the steel industry
much'of whose production is located in‘aided regions (the‘Mezzo—
',éiorno, Scotland Wales, Lorralne, Wallonla, the Saar). In the

case of an industry, such as steel, which suffers from an excess

of Droductlve cavacity, it woula clearly be unuccepuable for

Member States to have complete discretion to use their regional
~aids systems to suppo“t increases in the capacity of certain plants,
which, were they not 1ocated in aided reglons, would be suogeot to
‘control oy the Comml sion. The draft Declslon nevertheleso prov1des
that, in its aporaisals of aids and 1ntervent10ns, the Commission . -

will take full account of regional considerations.

(11) z2ids and interventions in favour of undertakingss in nublic cvmnershin.

. *
In the present circumstances of the steel industry, it is extremely

'ﬁnlikely that a private entrepreneur would be willing, or indeed
able, to pro?ide finance to this sector, without some inducemént
in the form of aid or intervention by a Member State. In the case
of public undertskings, however, the provision of such‘finance, on
commercial or;relatively commercial terms, may - be an alternative
jo the grant of aids or subsidies. To this’extent therefore, it
is evident that the vrovision of such flnance must be suoerv1sed

by the Community. , ' . . -

A failure to submit the finangiai relationship of the state with its
" public steel undertakings to the control provided for in the deckion
would render the latter ineffective and inequitable since certain

Member States would in effect be permitted‘to bypass its provisions.

./
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(iii) aids and interventions granted not only by centre 1 goveraments but
also by local or rezional authorities and by parastatal orzaniszetions
or institutions.

The judgment of the Courtrcf Justice in case 78/76 confirms that the

terns emblojed-in Articlc 1 of the Decision, that is "aids and inter—

ventions ... financed or. prov1ded by Member States or through State
.resources", are gene“al ‘and apply to all measures of this kind whether
~ financed by the State itself or by local authorities or parastatal

institutions. As in the casés of regional aids and interventions .

and of publlcly—cwned undertaklngs, this general apcllcablllty to

all public authorities of the draft Decision is essential if the

Decigion 1; 1o be fully effective and not to discriminate agalnst

the steel indugtry in some Member States,’since the degree to which

aids and intervéntions are admlnlstered by cenural Governments varies

betycen Member States.

4. The main provisions of the draft Decision
) ,

Article 2

Thls article concerns aids and 1nterventlons in support of 1nvestment by

\

'the steel 1ndustry.

Alds and . 1nterven 1ons would be restrlcted to 1nvestment prograﬁmes, or -
projects formlng part of such programmes, whlch have been notified to the
Commission as requlred by Decision no 22-66 of the High Authority, as

amended by Decision no 2237/73 (ECSC) of the Commission. These Decisions ,

unless modlfled in the future, requlre undertaklngs to notify to the

Commlsslon. ' . , T S ST ‘

- (i) all investment programmes for steel furnaces‘o:'for convertors for
steel pProduction; and ' ' /

,,,(11) any other investment programmes concerning new plant or replacement
Jor conversion work whose estimated total cost exceeds 5 mllllon unlts :

, of account.

‘ cThe.bqu of programmes which do not meet either critefion involves

s

-
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1

‘programmes of routine replacement and maintenance and should not bencfit

from aids or interventions. The Commission considers that as a generzl
. principle,aids and interventions should not be used to support routine
' inﬁe tment of the kind thnt wou]d in any case be carried out by the un—

)

'dertaklnp concerned. -

The Comm1951on would examine each ald or 1nte*ventlon proposal on the

‘.*ba51s of the Declslon 8 obJectlves set ouu in Artlcle 1 (1) and of

-y

,“confornlty of the investment provramnaw1th the General Objectives for

"ﬂstcel ta&xng account of any reasoned opinion issued by it on the pro-

© gramme in cuesblon. 'The amount and 1nten~1tj of aid or interveation would
"moreover have to be Justllled by seCuoral or regional considerations.
'Qne aids celllngs contalned in the coordination solutlon for genera

'reglonal.alds'sy tems would of course have to be respected )

Article 3 SR -

This article authorises aids and interventions to compensate undertakings
"for the social and otner costs incurred by tnem in respect of the total
Cor partnal clogure of s~ee1 plant. I

E . -u;y- : ‘ o '13" ‘..‘ . |
‘_AThé CommissiOn*would monitof‘fhe effects of fhis general authorization

"throngh'a‘repOfting“pfocedufe under which Member States would inform it

twice a year after the event of any decisions taken.

Articie 4
This article concerns aids'and interventions gr anted oner a perlod of
time to enable unuertaklngs or plants which are not competltlve to m¢1ﬂ—‘
tain broduCylon or to reduce it 1n an orderly manner. Aids and inter- |
ventions of this the are necessary if a drastic rundown of the steel
-1naust“y, with very adverse effects on enoloyment is to be ayclded ”ﬁe
ovjective of these aids and 1nterventlons rust be to ensure an order1J
adjustment of productive capacity to demand for tne 1naustry s croducts,
both in global terms and for 1nd1v1dua1 products. ‘

7. S . .
Aids*and interventions of this kind should therefore not be such as

-simply. to preserve ex1st1ng structures; which v would entail purt4cu1arly‘
serlous dlstortlons of competition, but should only be given suoject to
the necessary restructurlng being undertaken and should be limited to

_that vhich is necessa“y to enable the nes»*ucturlng to be carried out.

~

The restructurlng must be compatible with the General ObJectlves for Steel.
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Lo aids or 1nterventlons put 1nto effect contrary to the provisions of the

~apnraisals of plané for aids and interventions under this article}

" Thig article provides for the extreme case in which a Member State has-

-
',

The criteria set out in thls artlcle are based on these con51deratlons.

. In view of the imvortance of these aids and ;nterventlons for emnloyment ‘

the Comm1s31on will take partlcular accqunt of regional problems~1n its

Articles - o

to intervene on an emergency basis to rescue an undertaking whose insol-

vency is imminent. Alds and 1nte rventions for thls purpose are, as in the

"case of those provided for in Article 4, likely tO‘have particularly ad—

verse'effects on competition by preventing the disappearance of the least

competitive capacity in circumstances where canacity has to be reduced in

agegregate. - : o

N

" The ar%icie thefefore provides that auch aids'and interventions‘shouid.

be 11m1ted to cases where they are required in order:to cope with acute
soc1a1 problems and that thej should be a flrst step towards a more de- .

flnltlve solution to the undertaking's problems. This solution would in
general involve either the closure of the enterprise or its restructuring.

"In addltlon, in order to avoid dlstortlons of comvetition: subsequent to
the rescue, the intensity of aids and 1nterventlons shoula be as low as B
Dos31b1e. The article the*efore provides that action should nowmally con—"'

s1st of a guarantee or of a 1oan at a commercial rate of 1n»erest.~

.Article 5

o

" The flrst paragraph of this artlcle establlshes a Drocedure for examlnlng

. those aids and 1n+erventlons on which the Comm1351on must take pos1tlon

prior to.their implementation. This procedure 1s essentlally the same as

that prov1ded for 1n Artlcle 93 of the EEC Trea»y.

‘ It w111 be noted that the Commlss1on is required to state its p031t10n

" as rapidly as possible having regard to the urgency of each case. Thls ‘

espegiall
provision is included/for ¥he case when emergency measures have to be

. taken pursuant to Artlcle 5.

The second paragraph empowers the Comm1ss1on to requlre,repayment of

/.
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Decision; this applies to the failure to respect either the criteria or

" the procedures of the draft Decision.

- Article [

, Tﬁis-articié institutes similar procedures and criteria for all aids and

1

' ‘1ntervent1ons which lMember States mlght wish to introduce n -- oy

" but whlch do not meet the particular prov1glons of the draf*

Decision.

Article 8

. This article prqfides for regular consultations between the Commission

t,".and.the Member States on the operation of the'Decision and on individual

\
s

- aid and intervention plans.
o Article 9 7_: N o

- Tnis article p*ovides for the dréft'Decision to be in force for a period
N of about three years. At the end of this period it may be appropriate to’

'extend 1ts valldluy or to amend it in the light of experience and of the

progress achleved in restructurlng the industry.



DRAFT -

., COMMISSION DECISION -

establlshlng Communlty Tules for alds and 1ntervent10ns by Member States

vin favour of the iron and steel industry

f

-The Cdmmissionﬂofvthe European Communities,

Hav1ng regard to the Treaty establlshlng the European Coal and Steel
,Communaty, and in particular Articles 2 to 5, 46, 54, 56 67 and to the
flrst and second paragraphs of . Artlcle 95 thereof ‘

Whereas eeo00000s 000
. . ., |

N

Hav1ng consulted the Consultatlve Commlttee and w1th the unanlmous assent |

, of the Councll

HAS ADOPTED THIS DECISION:

-



1. The orderly functlonlng of the common ‘market requires that the adgustment

of the steel industry's capacity to prospectlve demand is madé in an or-

derly manner and that the 1ndustry ] oompetltlveness is restored by the

extension, modernlsatlon and rationalisation of those plants offering -

-i, the best prospects of v1ab111ty and the clogure of other plants.

2.

Aids and interventions in favour of the steel industry, financed or pro-

’ v1ded by Nember States or through ‘State resources in any form whatsoever,

T Article 2

1

may be consxdered compatlble with the orderly functioning of' the common
.marxet if they satisfy the provisions of this Decision and if tney do not,»l

affect competltlon and trade between:Member States to an extent contrary =

to the common interest. Such alds and 1ntervent10ns shall ‘only be put in—-

to effect 1n accordance with the procedures establlshed herein. . ]

N

AldS and 1ntervent10ns in support of . 1nvestment 1n the steel 1ndustry

_may’ be considered compatlble with. the orderly functlonlng of the common'

"market if they meet the follow1ng criteria, that is to say

fv_- the Comm1s31on has recelved prlor notlflcatlon of the 1nvestment pro—,"

“~',gramme ‘concerned as required by ngh Authority Decision No 22-66 of
. 16 November 1976 on information to be furnlshed by undertaklngs about'

~their 1nvestments (1), as amended by Commlss1on Declslon No 2237/73

-+ (ECSC) (2) or by any subsequent De01slon,f"

EAY

- ='the amount and 1nten31ty of aid or 1ntervent10n in any form whatsoever

”Aq;are Justlfled either by the 1mportance of the restructurlng effort in-

..volved.or by the struotural problems of the reglon where the 1nvest-

ment 1s o be undertaken and ‘are’ 11m1ted to that which is necessary for

}3.'~,thls purpose, S e

“f'-fthe 1nvestment programme ‘conforms to the General Obaectlves for steel

having regard to any reasoned oplnlon that ‘the Comm1ss1on may have

'1ssued on the' investment programme concerned.

0J No 219, 29.11. 1966, pe 3728/66
0J Mo L 299, 17 8. 1973, ». 28 :
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The nef grant eQuiValent of aids and interventions shall be calculated

in the manner set out in the Commlss1on s Communication’ to the Council

of 23 June 1971 on General Regional Alds Systems (1) subJect to any amend-

" ments subsequently made to this method of calculatlgn.

Article 3 “ 1 . - )

L

Aids énd interventioné to defray the 6béts résulfing from the partial or

total closure of steel plants may be considered compatlole w1th the or—

'derly functlonlng of the common market. ;

The costs/eligible for such aids and,inferventions shall be the foilowing:

. ~ Payments' to workers made redundant or retired before legal retirement

age,lwhere such payments are not to be met by contributions pursuant,
‘to Article 56 (1) (c) or (2) (©v) of the Treaty;

-:paymehts due to third parties in respect of the termination of con-

tfacts, in particular for the supply of raw materials;

- — expenditure incurred for the redevelopment of the site of closed steel

plant for alternative industrial use.

Member States shall, with effect‘from .....;}........,‘Submit six-monthly

‘.reports to the Comm1s31on on aid or 1nterventlon decided upon in the

-course of the prev1ous six months. These reports shall contain the

follow1ng 1nformatlon on each closure:

f.:- an 1dent1flcatlon of the undertaklng or plant closed,

" the amount and preclse nature of ellglble expenditure due to the

closure,

‘f* the aﬁount; nature and other particulars of the aid or intervention.

(1) 07 ¥o ¢ 112, 4.11.1971.



Article 4 .

1 Aids and 1nterventlons to facilitate the contlnued operatlon of certain
'undertaklngs or plants may be considered compatlble with the drderly
. functlonlng of ‘the common market 1f they meet the follow1ng crlterla,

.!{that is to  say

NE

‘»,; they form'an infegra1 part of a restrucfuring‘programmebdesigned fo‘
iassist the production unit in question to become competitive and able
_to operate without. ald the said restructurlng programme belng compa~

;tlble w1th the General OoJeotlves for steel;

;é they are of llmlted duratlon or progress1ve1y reduced at a sufficient
rate for them to be eliminated within a reasonable perlod, havmng re— -

gard to the restructurlng programme undertaken,-.‘

" _ $hey are , limited in 1ntens1ty and amount to that whlch is absolutely
- necessary in order to enable contlnued operatlon durlng the period of

the restructurlng, and

-,;.they do not, in the case of- support tarlffs, appre01ably affect compe-

'_.tltlon on the transport market concerned.

2.‘In 1ts examlnatlon of each proposal the Commlss10n shall take account of
ethe problems faolng the production unit or units in question and the re--
" gion or regions concerned._v : ' '

Article 5

o _ , _

. Emergency aid and'intervention intended as a temporary solution for the

’ rescue of an undertaking pending a definitive solution to the problems'of

' the undertaklng concerned may be . cons1dered compatlble with the orderly

functioning of the common market only in cases where they are requlred in

‘order to cope with acute social problems. Other than in exceptional and

fully austlfled cases, such measures shall be in the form of a state guaran-

tee or of a loan at a commerolal rate of 1nterest.

-

Article 6'

1. The Commission shall be informed, in sufficient time'to enable it to sub~
mit its comments, of any plans to grant or alter aids and 1nterventlons
- pursuant to Articles 2y 4 and 5. The Member State concerned shall only

‘ ‘put its proposed measures 1nto effect w1th the approval of and SubJeCt to

.
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any conditions iaid down by the Commission. The Commission shall make its

' views known as soon as possible having regard to the urgency of the case.

If, after giving notice to the parties concerned to submit their comments,

the Commission finds that the aid or 1ntervent10n ig 1ncompat1b1e w1th

the prov1s1ons of this DeolSlon, it shall 1nform the Member State concerned

-vof its d60191on. When a perlod of two months from the date of reoelpt of

2.

1.

the notification of the plan in quesiion has explred without the Commis—

sion having initiated the procedure herein prov1ded for or otherwise hav1nv"

made its views known, $he measures may be put into effect, provmded that

the Member State has given prior notice to Ahe Commission of its intention

"so to do.

i ' s

Nhere a Member State has put into effect aids or interventions contrary ,

to the pbovisions cf this Decision, the Commission may by means of a de-
cision addressed to that State require the repayment or other w1thdr awal

of the aid or 1ntervent10n in question.

 Article 7

A1l plans proposed by Hember Steies which involve an action within the

meaning of Article 67.(1) of the Treaty shall be notified to the Commis—

~sion in sufficient time to enable it to submit its comments thereon. The

proposed plans shall only be put 1nto effect w1th the aoproval of and

subject to any condltlons lald down by the Comm1s51on.

The Commission shall evaluate such plans in'the light nof only'of

Article 67’(2)vand (3) of the Treaty, but also of the general objecfives.

A’and; as appropriate, of the particular provisions of this Decision..

3.

When a period of two months from the date of receipt ofvthe notification

~ of the plan in question has expired without the Commission having 1n1t1a~

ted the procedure prov1ded for in paragraph 4 or otherwise having made

. its views known, the measures in question may be put into effect, pro-

vided that the Member otate has given prior notlce to the Comm1351on of
its intention to do so.

Where the Commission reaches a negative opinion on the plans in qﬁestlon,
it may, after coneultatlng the Consultatlve Committee and the Council,

address the necessary recommendatlon to the Member State concerned.
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Article 8 . S o

The‘Commission shall prepafe regular reports on the operation of this Deci-
sion for discussion with experts from the Member States. It may'also seek
- the views of these experts in the case of {the more important aid and inter~

vention plans notified to it before taking a position on these plans.

Article 9 ’ o o .

This Decision shall apply until 30 June'1981,

Article 10

' This Decision shall be binding in its entirety and direotly applicable in
all Member Stabes. S

‘Domeat . .1978

" For the Commigsion



