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) . EXPLANATORY MEMORANDUM 

By' its Decision of 16 Octobe'r 1978,- the Counc i l e stablished- the New 

tJmmunity Instrument (NeI), through which th~ Community is abl~ t o borrow 

funds on -its , owM account and thus has _ gr~ater ~cope for promot~n~ investment 

in the Community with a view to stimulai ,ing 'an 'economic upturp and s4Pporting 

common po l i c; es. The pur.pose of 'the , NC I ; s ~o: help imp lement investment 

projects which , contribute to the greater integration of Member- .. States" economi,c 

policies and whlch are in line wi-th priority Community objectives'- -

,/ 

,The Council-Decision provi(:tes for the'raisin~ , of loans- no~ _exc-eeding - -

1 000 milliOrl e-UA and to be act;vated ,- tr~nche by tranch,~, each - trar-che be 'ing ., 

used -to finance - investments ;m accordance wi thguidel ines laid down when the 

tranche is authorized. 

On 14 May 1979, -the Council authorized a first tranche of 500 mitl-i-on EU~ 

to be used for financin-g proje-cts in the energ'yandinfrastructure 'se,ctors. 

Nine pr6jects have since been signed totalling, 277 million EUA in the form of 

NC! loans. A number of other projects have reached ,an advanced stage ofprepa~ 

ration and will ,?ring total commitments to 498 million EUA, teavinga balance 

of -only 2 mill~~n EUA f~om the first tranche. -

'" 

- J ' J 

Ex(>erience with the first tranche has demonstrated the usefulness of the new 

instrument. The first ' series ,of ,proj,ects, alone represents ~ total investment 

) cost of 3 372 million EUA, with energy pr,ojects accounting for 60X of that figure:­

The Community's borrowing ~apacity has added significantly to the incentive to 

investment in the -sectors chosen for priority att,ention by_ the ,Commission., --T~e -
• 

projects are helping to;. attain the general objectives laid 'down- -;,n the -Counci l 

Decision, and the investment impact on reg'ion.l development, employment and energy' 

supplies fs contributing to the c9nvergence of economic policies. 

- • -:.1 • • • " 
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Since the bor.rowings. ' authol"i'ie.d unde'r ,the first tranc he are soon ' t~ b' f. ' ~l~,·.j l 

. .;. .' 

, . , 

,, " . .t ',, ',; 1 
used up and in v;ewof the success' of the operation to date, t"" C/)lIlIlission 7:Ji 

feels that a 'second tr~nche ' should now be authori z·ed. ·., Priority ·wi lt~' of .. 'coutse~' :, I 

" continue t obegi~en to the sectors already sing l ~d ~t by t hi Counc ·lt~ ·' The ir: .' , ;~ '. 
, . . . ':, _." . .. ' , '" . . ! :.. . :. _ . • , ," :'~. '. .~' . :' ... .'..... , I ,~: >~ J> .:.. : 

financinS3 requir.,qlents are ·stjllcohsiderable., . __ ~~d tbi! to.~nity ~U$t :· ~-het.f ·Qr.~ '·: >:~t· I 
' . '. '. ,,' " , . ' ,' . '.' . ", . " ,,;' , " ,. :' ~ , ' , .::: . -- . . ' ~.:', .: ~ ,,":t'~ :;J,i~'7f; 

provi·de ,the mO$t. · extens;v~ · ·support possibl.e. o· ' AcCtlrding.ly, - tn~ ~~s:~~n:, 'prc~~'~;\f'~ ';-~' 

that the s~cond l:ranche~eequivalent tot'he \ balan'ce oftota't ':aUthor.i'~.~d 'b()rrdW;{,," $; f 
'. -_. . . , ', .' . . '. . , ;' .: . ,,';' -, ' ,' .,' '-. . -: ~ ", . 

i.e'. 500: million, £UA, and .th.at tthe ·· -loansaga'hb. --~l~oc:ated to "t,'ht! ~:ne"9yand :;=·,,!: .;\ ,:~. 
. ' . _ ~ , '. ' ", "~~..... r :' .' \ . : .. r .. ,. :i ' . ~~ . l' _.. .. ' .. ~.: -A:-:-", -,:, ~' ~; 

. ;nfrastru~ture se,ct()rs. ~ , . , .. , :'f.'''' i. '~ J ••• • • \;'i.::\;:~ .. ·~,: 
• • ' • ~ '. ••• : •• I ,./ ,': - . ... ,.' -.' .'::1 . '. " .. ; , 

,'. . ,\. :;;..: .! .. ... ,' .• ,,-:~ .... :::~- . . . . , .• ' ;.. . .'.' 'f '," 
The c·)Mr:ission fe-els ~at#, .within these ex'i'stingpriorityare,s, ' there" . ,:: ~.' ',; 

. ' . '.' '1 " ,- ' ." " .;.' '::. 

shou ld be some move towards / ·a broader ' interpretat;o,n .. o1 th& ·conc-elt.f,-,;of inf,.e"' ,:~,·<~,:~:- ::~ 
. . '. ; . ' ! " ~.'- t" , . ' . • . " '. . '" , ... ,::.. •• : . ~ 

struct.ure in ~· the ' cas~ of ce,.tain~ projects ' to 'be''- ~r.'ie(tout::·it\ ·prfC~lty re'9i on~ "~ "r.; 
.' ,',", • ' • " \0 •• \ .,' : '., " '~:'" ~, ~ ,:,,' ,', .' ~ . . '. '.'/ ..' " ~ • . ,.' ,'. .. • ''I': , .;/~.' .', 

. or in areas hard .. hit by the er;sis'-'· . . \'" .. ,~, ...... '~. . " ' . ~' '>~" _ .... ;:-.; ....... ; .. . 
, ·r , . . - ," j ~' .... ~ .: • • 'I " ~ . ':, ~\ ~ . ' -', ',,~{f ~ ':'\~ 

. ~. '. . , .. ~ 
/ ... ' .,' . \~ ~. 

", . " . ..' , . .. ;~., 

Fo·r instanc:e, as par~ . O~ ':the ' integrateq· Operati,~ns;'·no"belbU"~',et . up,,, tne "':'i: ~ :'<'i·. 
• I,..,. . . ' : .; •• _ '. . _ ' . ; '. ~ ~ . .' - . '.. , .• .: . ~ " .• ", ."' .. '.. ~, • .. .f .{~::: ", ' ~ 

se'cond tranche eould~ ,amongother "1thi,ngs,,,,akl ~s·t.rt. 0;, ~eetif)f t ·fte . fihanc ifi~' l .. ~.'\·· ,~. 
" . • I , .' .. , ..•... '. .' _ ' '" ~ ..,.. " '. :' '. ~~ ", ,.., , 0 • • , ,~ , 

. requirements of . urban rene~al projects. ". , ... " '. . > '>, . ,:,.,~. : .. ,"; , J;0::.<;',;lf . 
There \ are two pos:sibte 'areas ' o'f prior.itY. financ'ing .here ·, · h,otls·i.ng and ., '.' : ": .. 

advance · fa ct /) r i es. . As . hou~ i~g . i ~ ,sllch a. pot ~nt~~ltY ' ~a~t .1 ield, .c~~ide ratj or ,:,; :,i . 
' ~hQutd be given onty to .t-hose:, pr~jects,subMi~t-ed· by :· tb . rnttion.~ .~throtitie$( " ,: . ~;:,} 
whicb, ;~: thei r 'conterttand · ,..'~a~tin~,fo·rm 'patt , :'~fthe \:pr'o'g~"'s , ~~r~in.ted :- ,_,,~~,,:~.~. 

• • • • 0 I .• '~ ~,. ' , . . . -.. 0 • • r: ':: " .... _," . o. .... ...... ~ .... k, ,,:: ' .. '., • .:.~ ' . .':-t:: 
by the publi c a~tho·~it ies. an.d.. wh~~c:.h ,-.cont~:ibuteto ~s~a~ti~~i~~·;~p,r~·~·!l·on ' $~c~~.~rj;:L~~> 
or improving gene.ral eionomii 'prodoct ,;vjty it1th~ ' ,.r,~a in ' qu~st1:on. ,l ,~<.> ", . >~. ~'i;" }~':~*~~ 

.', .' " . ,< "." .. :~," '.,',,: '. ~'r" '" . ", -', >:' "-:,'.- \'. J. : " .~ 
, • , , ...~ ~ Ij • t, , <'''' •. , ..... 

. , . , -' . . • . 'f.~. " . \. '0 ~ .). ~ '~,h, ~ .-'{~;, .. ~. . .. :~ 

. In accordance with th~ bet.ision of 160cto~er 191~, ,the. Comnri~$ .iC)~ ~i l~' , ~ . ' ' .• ~.'}.. 
, , ' .'. • . " ;, .' . • . ' ,.' ,,:' " • _ '. ,... I ' : '.:' "'t.~' 

·inform· the Council and ; the European 'Par\ i.ment annuallyofreee~p,t$ · f\d expenses ;,,: .. .'· 
• . ";. .. '~ .. '.' "~"' , :" I • . ,: •• .• f "' : '.: i,i" ' • .' ;'" .;::.'~ ~; ~ ... . ' . . r.' ~ ., :'! ... ~.~ .:': ... : .... :, ... 

resulting ,from Nel tran.sactio"s and,' as sO,on ~ ast,n, ,amount; ()~ ., '~'Oah$" ,~en,. ''\IJ?.'. /: 
, . . . : ," ";.". '.. .. ' ,:: "....' . , .. ," , ",', ".," , , .... ' :j':":":, '. 

reaches-the. eQuh,..lent .. of800.il~ ;'on EOA,a~ ' nqt ;· lat~~ ; than~, 16~et:~r 1980,··~.~ i;t~ ;:: . 

will -submi't a /'r~por~ t6 botn :.'iristituti~nsoti' th'~~:, .• "e.~ : •• ~·c:et3~t\ed~:}Juri.ng ~th~;:~::~-·,:;~.,,:' 
ope:ra't ion of thatD~c is ;cm ': , ~ : ~ ~ .' . '. ",' . '. .' '" > ,"'- , c ',::.; . :;t .. :';. ~'~~:: ":' ", , i ~" ,;~' -;. <~::~~ 

~ J • ~ .. _ " ': \~. 
' .. ". ( , ' ' . 

• t' '. : .•. t.~ ... " . ,~. ~~ ; . .. : t~, " . ':<' " .:~. 
• . \." -' , » \. . • o...~ .' . :.. , .' 

'. The .Commission· proposes , th~re.f.or:e"th~~ir ·:aft.er· · CQrlsU.lting · P~·f~ia.ent; : the . . >:)': 
.. 

\ • :~',' _ .'. I, ... ,: __ : ' ... ' :" .. .:~~ .' . ~,. . ; .. .,; , I . "~.~.~ , " . ••. •• -', '. i " :-., ~ 
counei l ~doP .. t the proposat -for ' aDeclsi,Qnat.tacihtd·hereto. ::' ~ ,.. ,'< .' :».;':;." ,",_: . " '~ : ' :'. ' 

, , " . . ' '. ' ,,4~ ..... , ... . ',' ..' ·.T : ~7'" ':' , ·.;,:t~~(::\ " :. ,\ <' 
_ i, : . . ', .. ;.' ,.,."" ... ' : \ ,,;~, ' . . ' . .. . :.' " ." . .::; .. '.: ~'r> '.'!< :'," :;.~ ::" \ . ,<r. ,0< .' :- . 
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COUNCIL DECISION._ 

. " I 
. s . 

. . ~ -

applying for the second time'''.Oecisi.on 78/870lEEt e,MPoweri.ng th~ ' Co",mi'ss;on .' -. 

to cont ract loans ,104" the 'purpose Of pro~otil1g ' in!estfRent . within' theCommun;~y~,; . 

. :. \ 

THE COUNCIL OF THE EUROPEAN COMMUNITIES, . 

" . 

Having regard to the Treaty 'establi'sh'1ng t~e European E~~nomic Com",unity,. 

Having regard to 'CouncilDec';sion 781i80/EECof:16 o'ctober 1978: empowering ' 
, . . . " . " . ... . , 

the .Commission to .oontract loans .for the . purposeof .·promating · i·nves.tme·r't _, "" 
.. . ~ '" 

within the Community '(1), . and inpa;'ticular · Art;c~e 2 the~eof,·. " .... 

Having regard to ·the proposal from ,· the Co~miss;on(2), 

Having regard to the Opinion of the E~ropeanParli,aMent (3), 

':. . ..... ... 
__ ... .' . .:..: . iI. . '. _~ ' 0' . ." • 

Wh'ereas the Commission has ' already contracted a larg~ pr~po.rtion · of ,the f{rs~ ­

t ~~nche of borrowing authoriz.ed by · Counei l .-DeOisj·on, 79i4:86/~EC ' Of :14"ay 19:t9 :, 

a'ppLying Decision '78l870/EEC; ' . ~hereas ' that tr~nchewilX ' soon., be : t..S~d ~p; ' . 
.. 

. .. .. " 

. ~ .; .' 

. . ' . " . , , 

Whereas investment ' in the infrastructure and energy ' sectors is :s·t ·;r(of -'par'amount - . ' . . . . 

importance for the economies of the Member States; n~tablY onact~unt of its- ' .. ' 

impact on regional' development ande~p'toyment~ ;. and contjnues . to · ~ke . the" Com""'lni .ty · .. 

tess dependent on ' imported energy · :a'nd. togUara~tee~gre~ter .s~·t~ri:ty" of '~uPpl i~s; · -. 

(1) , OJ NO L 298, 25.10~ 197,8, P.~ 
(2) OJ NO 

(3) OJ N° 
" 1' ~' 

. I 

. ( 

i 
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Wherf!as a second tranche ' o~bo·rrowings for on-lending should the"'fore be , ,, ',' 

authorized in , pursuance of Decision 78/870/EEti . whereas the Sde sector$ i;' ! ... . 

as those stipulated in .Decis.ion 79/486/EEC should . be covered by ·this operatio.,; ., '~ ' ,.' " 
' " ~ , , \ . ~ ,t'"o 

Whe rea~ it AlUS t beposs ; ble 'to gr ant\oans in pri 0" i ty regi on. Of" areas IIIOre ;·· .'." ~ 
. .' , . ; ' 

particularly affected byrestt;itC:turing or conversion prob\etnsof,-,n~tablY ·tn · ~,,:',' . " ; > ' 
connection with 'integr~ted operations, for the purpose of finn;ng'. advance· :;; , " 

", .:.' :;' 

factories or housing projectsthat'are subJaitted 'by' ttle ft •• tional ' adlti1'11strations . 

"and form part of progra~Stoordinatedby the ~lic, aUthor1t~whh;Clga~~ ' t~ . 
their ~ontent and financing and that help to. e$tablish produc;tiOnse~tor$ ' Of' to:,'· 
improv'e, general econoMic prock,ctJ~ity ' in: thosepriotitt· re.i~ ot.<.reas; .,:: <"':" '; . 

. '. ~ . ', ' "" . ,-. -. .. - #.: ,- '" 
... 1> • • ' • ' ,:,. ', ' . '" .. . ,;'. ,; _ . ::~ > .:. ' >('~ ; " " i : ' . . " .") " ~~' ": ~ 

Wher~as borrowings of, an a.ount'equ;valent 'to • . capltal. ,sUli ,, 'SCMratllion£uro- ' : .--. 
pean units , of accountshould~~" beauthotil-"~ ',' ." .' ',;. 

' . v ' 

-'. '.<.: I . 

HAS DECIDED AS fOLLOWS : .... 
• 1 .... 

• .... ,~ ~ •. , • .o.y 

Article 1 
' f ,;' . 

,. ; I ,:,"' . 
. .... 
. "' . 

A 's:econd tranche of borrowi~gs;s hereby 'autho~i.Zed~,or an.~t,' _··. ex~·"din.g "·:, ,~!, .. 
the ~qu;valent ·of a eapjtat-'sUil ot SOO.illi.:P" Eur~ .. 'un;:t.s·: of · a¢~_t~ . ' ,~~ , Jo'..: . ' . .~ . ",~6,~;"~'~ 
Art; c le 2 . " ' ;, ;", 

. '. ~ ... ." .~' 

, 
,,' 

'The product of · these ,b6rro"ln,gs '$Nllbe "uftd.:. for ·loans,··to fln~~ee ,inve$t_nt ! 
projects which arecarri'edoJt .~ coftmlun;~y :territo;y ~nd which : ~~~consi$te~t .: 
with priority Co_unity objectives in the ~ i"ftas:t~uCt~re' a~ '~~tY '''~'tors •. . ' '.' . 

1:" . 
. for ,.the purposes of this tranche , . 

infrastr'ucture: ' ~fnvest_nt shall cover' in ,· partic,tar : tr.at\sport":tel.,c_raication$/? . 

agricu-l tural ilAProvements" ~at,e~ sUpply .,r1c~,~~vi'~o~.ta,r~~~tecii'~n,: · housing :.-
- . . " ' : ... " ~ "( ~' ' .. ' . :!:. ': . : .' . .' . ~ , 

and adva~ce .factories~ ' ~ , . 
. . ':,'. ~ ~ .. .' j.: I.:' : .. ,' ' ,I. '.' .~: . _ 

: ,, ;~:~/~, ' ~.,.~t ... ,~ :, :' .. ' 
~ 1 • ,~~ : \ ' . 

" .'. ~. 
, , ' 

, . ... 
• '" ~. • " . r 

' ..... ~ . :.' .' . 
, ' . 

.cr· ' ,.: 

'i . . 

. ::; . '.' .. i ' ~: 
. . '-:';' I . 

. . • ~ 
~ ' ' 

. "' . . 
" , . ," :. 

- , .. 

,- , : .. , . . .. 

. :~, . 
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energy investment shall contribute to greater self-suff ic iency~ security 
I 

and diversification of Community energy supplies; '.investment shall ensure 

the dcvelopm~nt, exploit~tion~ transportation and storage of energy'resources; 

particular attention sha~l be paid to energy conservation-'and to ,the development 
~ 

of a l te'rnat ; ve energy sources. -

'. , 0". 

Article 3 

-The Commissionshall'decid, ~hether or 'not projeet. ara eligibl. i~ Accordance ' 

with the guidelines laid down in .. Ar,t;cle ',3, of,. .l>ecis'ion 19/486/££C. ' - . ~.' . 
, " \~ ~ . 

. , ' 

, . 

't."!-

l' "," :-' 

, -
~ ! 

i . . 

• • '( I.~ .~-

" :::: :~ '" . : 

"'';'1 . 

", : ~. 

, , 

~\' .. " 

Don~ at Bruss~ls, 

'For- th'e Counci l, , 

The ,President, 

\ . -

. .. " . ~, -

" J 

-' 

'i 
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GR 411 . -
RESTRICTED -
FRAME ECONQM, C 
fM UKRI!P BRUSSELS ~11'1Z .JlL 8' 
10 PRIORITY' C 0 
!lLEGR~ NY-MBER 3491 OF 15 JULY. 
INFO 'RIORITYLUXEMBOURG. 
'H~ AOuii HE BRUSSa.S, COPENHAQ~,. THE;:' HAaUE,.· ROME, 

. 'ARts AND BONN. ", 

-ERUOPEAN COMMUNITY 

- -fI NANCE COUNCIL I 15 JULY 

.... .... . .... 
ORTOLI FAca ... ITV .. SECOND TRANCE ,.. . 

DUBLIN, 

SUMMAR'Y . '" , . 
MREED BUT ONL't 488 MEUA WILL BEiMMOiATEL Y AVAiLABLI.·. · 
CX)uNciL WiLL Discuss iN OCTOBER WHETHER U' TO 118' MEUA SHOULJ) - . . 
IE RESERVED FOR 'RO.JECTS FALLING' WiTHi" THEDLARGEn DEFINa'TioN . . 
OF fNfRANSTRUCTURE PROPOSED BY THE COMMissioN • . 

-
IETAll. - ' . . ' 

2. PRESIDENCY PROPOSED THAT TH~' .SECO.ND . TRANC~SHOULD . . 
IE "'ROYED· BUT THAT THE COU.NCIL SHOULDEXAMlNE THE DEFINITION 
OF -iNFRASTRUCTURE AU1N· iN ·OCTQB·ER • . iTALIANS-·WERE ttQT . ;'.' :' .. . 
PREPARED TO . ~CCEPT 11ft S UN\..ESS TH£' Di sSENTi H$ · I)EL.E~AT~io~8 .. 
CAVE ASSURANCES THAT THEY WOULD APPROACH THE' QUES,. ... ON WI TH . 
AN 0'0 M1ND. THEY ARGUED THAT THE HOUSiNG. PROJECTS-THAT : , 

1HEY HAD iN . M11D WERE AI IISENTi AL 'ART OF OTHUW-' SE ACCEPTABLE 
~ECTS~ . 

• ·"a' 

. . 

3. caERMANS WERE PREPARED' TO ACCEftT nfE'PRESIDENCY rrOAMULA~ ' llna-e R . 
miTUflE . WAS BASED OM THE NEED_FO:'" A . ClIA~ ~i.!TINCTioN . 
BETWEEN AREAS THAT WERE COMMUNITY RESPONSIBtLITY AND THOSE · 
1I4AT WIRE NAT'ONAL. THERE WERE ENOUGH PROIRAMMES' 'TO TAKE UP . - -THE AMOUNT OF THE SECOND TRANC1f1 WfTHOUT THE ElTENSION. THEY - . -
W)ut.D LISTEN TO ARGUMDT8TO THE CONTRARY, ,BUT WITHOUT ANY 
ASSURANC. TH~T THEY WOULD ' AGRIE. 

.. DUTCH WERE I N fA 'lOUR OF ~ROYAL OF 1HE SECOND TRANCHE · 
FOLLOWE~ BY . A REVl EW WHEN D.~ S~URSEME~Ta REACHE~ 8S8 MEUA~ ' 
AS REQUIRED 8! THE 1978 ])ECIS!ON, -WHICH 'COULD INQ.UDE DEBATE 
ON THE EXTENSION OF SCOPE OF 'NFRASTRUCTURE. NOT OPPOSE!) .... - - ,.. ... 
IN 'RI~CIA..! TO SOME EXTENSION. BUT .. ,THE FORM IT TOOK' SHOULD 
BE DECIDED IN THE COURSE OF THE REVIEW. 

REST . . .. .. ... ....-.. ____ ... _ ." . RICTED . .. 
. . ' .. . 

. ' . '. . 
; . . . ', .. 
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RESTRICTED ~. 

,. I T ~ lANa_WERE NO! 'REPARED 'ref ACCfirr 'RESI DIIICY ' PROPOSAL 
Oft THIS IASIS. IELGIANS THEM PROPOSED THAT THE SECOID TRANCHE 
SHOULD II APfIIIOVU . BUT THAT ONI. Y • PER CENT SHOULD BI _. - .' . -,. --
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ANNEX 

COMPROMISE ON HOUSING UNDER NCI II 

In approving the second NCI tranche of 500 MEUA, the Council 
released only 400 MEtJA for continuation of the pro'jects financed 
under the first tranche. The use to which the remaining 100 BOA 

is to be put has still to be decided. The Commission's proposal 
that the concept of infrastructure in the NCI context be extended 
to include the construction of housing and industrial plant put up , 
by public promoters to fill future needs, is still before the 
Council. 

In the meantime the EIB has published its annua~ report for 
. ' -

1979 listing the infrastructure projects bein£ financed, including 
. ~VG~~ 

'housing projects. The EIB also financesLprefaGPie~ei factory 
buildings. The basic NCr decision stipulated that loan requests 

7 

were subject to the usual EIB criteria. ,In addition, when the 
parallel decision-ma,king procedure concerning interest rate subsidies 
under the EMS was adopted it was expressly stated in the Council 
minutes that the concept of infrastructure was the same as that 
appiied-by the EIB for its own projects. Obviously, giv~ its 
statutes the Bank has to ensure that all projects, including housing p 

contribute to an increase in general economic productivity. 

Given the above, there is a~possible compromise'which the 
Council could adopt in its decision on the use of the remaining 
100 MEUA, namely to agree to the Commission proposal - which has 
the support of the European Parliament - but to enter a joint 
statement by the Council and the Commission in the Council mi.rtl'~tes ll 

This statement would be to the effect that the concept of infra­
structure in the NCI context as regards housing and iildustrial 
plant buil-t for future needs is consonant with the interpr~t8,17ion 
applied by the EIB in the case of projects of this type • 

• 
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ENERGY AND ECONOMIC POLICY 

INTRODUCTION . 

1. The burden of the energy constraint on the short- and medium-term 

management of ?ur economies - in ~he form of a major transfer of resources 

and strong inflationary pressures • 'prompted the Council, at its meeting 

on 9 June 1980, to plaoe on the agenda for its October meeting a disoussion 

of the links between energy problems and economic policy. 

The purpose of this Communication is to serve as a basis for that disoussion 

and enable the Council to adopt its guidelines. 

THE INTERNATIONAL DIMENSION OF THE PROBLEM 

2. This paper does not touoh on the wider eoonomic aspects of the second 

energy orisis, whioh are disoussed in the annual report to the Council. 

The emphasis here is on: 

(a) identifying and putting into prac~:i:oe the right solutions to the problems 

arising from balance-of-payments deficits; 

(b) reducing the Community~s dependence on external' energy supply, and 

primarily its dependence on oil imports, by means of structural 

adjustments geared notably to oonserving energy and to fostering the 

production and use ,of alternative energy sources. 

3. As emphasized by the European Council, conoerted action is needed by all 

the oonsuming countries, particularly in view of the implications for 

competitivity. In our highly integrated economy, isolated (or worse, 

contradictory) measures would together be detrimental to general growth 

potential. 

.. ._ - ---- ---- - - - - ,--- _._- - - - - - _ .. _-----
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It would be just as hazardous to accept a marked inequa,li ty of structural 

adjustment effort in the energy sector. The costs of adjustment - in 

resource allocation or losses of competitiveness - would be borne solely 

by the countries that embarked on the course of action needed, while all 

consumer countries would benefit. 

40 Accordingly, by virtue of its responsibilities, both within the 

Community and, outside, the Community has a special role to play in 

formulating and implementing an appropriate economic and energy strategy. 

The Community has already set itself three objectives: 

10 

(i) to lay the foundations of genuine solidarity among consuming countries 

by contributing, as it did at the Tokyo Summit, to the joint 

definition of targets for reducing its dependence on external energy 

sources; 

(ii) to place the supply of energy on a sounder. basis by entering into a 

dialogue with the producing countries aimed at achieving smoother 

reconciliation of the interests of the countries involved; 

(iii) to play an active role in thesreas of development or financing which 

will make it possible to ease the situation in the developing countries 

hardest hit by the crisis, in particular by helping to exploit their 

energy potential and mineral r~s~urces. 

BALANCE-OF-PAYMENTS FINANCING 

5. Balance-of-payment~ deficits, which are larger and more permanently 

entrenched than after the first oil crisis, raise a problem of general economic 

policy, that of reconciling the steady reduction of the deficits with a· 

oontinued general level of activity and employment that is as high as possible. 

That problem is discussed in the annual economic report. 

They also give rise to a problem of financing, now being debated by the 

Council on the basis of guidelines which need to be confirmed and given 

practical shape. 
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6. The first of these guidelines, following up the conclusions of the European 

Council and of the Venice summit meeting of the major industrialized countries, 

is to step up the activity of the international organizations (~W, World Bank 

and the regional Banks) in recycling oil capital , with particular consideration 

for the problems of non-oil developing countries . It would be appropriate also 

to assess thehe~p which could be given to support their efforts to bring about 

the structural changes necessitated by the state of their external payments. 

Noting and taking into account the decisions taken at the annual meetings of 

the Fund and the Bank in Washington, the Council should, before the next meeting 

of the Interim Committee, consider wpether actual progress so far matches up 

to the targets advocated. 

7. The Community is already directly involved in transferring capital to the non­

oil developing coun~ries under the Lome Convention, under its arrangements for 

assisting non-associated developing countries and under various financial proto­

cols'. Under the furthe r studies on this matter which the Council called for on 

9 june , an effort must be made to' identify the areas in which joint action can 

be undertaken with the oil-producing countries whereby the resources available 

can be mobilized faster, on a wider scale and more effectively. The Commission 
~ . 

and the EIB already participate in co-financing schemes with a number of develop-

ment funds and a re already concerned to expand the scope of such participation. 

The bringing together of these objectives, together with the normal operations 

of the banking system must be examined in depth. 

8. The third guideline is to strengthen the Community' s own financing mechanisms. 

More active solidarity will be to the ad~antage of all, by helping to .ease the 

financial constraint where it might otherwise lead to unduly' restrictive measures, 

with adverse effects on growth and employment. The first essential here is the 

prompt completion of the work spelt out by the Council on 9 june 1980 : 

(a) towards raising the ceiling on Community borrowings and improving the 

conditions fo r using this instrument; 

(b) towards enabling the Community to use the ECU as the nuIDeraire for the 

loans it floats on the international capital markets, as advocated in 

the opinion of the Monetary Committee, and so providing lenders with 

additional facilities for diversification. 
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The expanding role of the Community's financial instruments 

(EIB, NCI, ECSC and Euratom) helps to alleviate balance of payments 

problems when the corresponding loans are raised on the international 

capital markets. 

REDUCING DEPENDENCE ON IMPORTED ENERGY AND DIVERSIFYING SOURCES OF SUPPLY 

9. Under its broad thrust of restoring equilibrium as well as i n i t s 

specific aspects, economic policy must serve the objectives - paramount 

for our economies - of reducing ene~gy demand and diversifying sources of 

energy. The investment required for this purpose will also actively help 

to sustain economic activity. Action is needed at two levels: 

(a) a coherent energy priCing policy; 

(b) proper planning of investment and of the financial resources needed. 

A. The role of prices 

10. Demand adjustment and investment depend to a large extent on t he prices 
~---------------------------------------------------------------of energy products on the domestic market. To speed up adjustments i n the 

e~ergy field, t~o conditions must be~et: the general price trend 

(particularly for petroleum products) must serve the aims of both 

conservation and diversification, must move smoothly and must admit of 

reli able forecasting; and there must be an appropriate hier archy of prices 

for the different sources of energy. 
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(i) The trend in the general level of domestic prices 

11. Energy users must be in a position to base their decisions on forward 

assumptions regarding prices that are sufficiently reliable and consistent 

with the general direction 01 energy policy. This condition is essential 

if market forces are to ens~e the most efficient allocation of resources. 

Just as moderation in 9il. price increases " is necessary to enable 

international economy to retUrn to stability and growth, so over-steep downward 
i 

fluctuations in r~al p~ices ~ike tho.se "between 1974 ,and-:t978 may deter an all-out 

"effort to reduce "the demand for ..oiJ..~his- fa.ll in the real" price was p~rtlycaused. 

by rapid inflation and excharige rate movements, but also by the fact that 

certain specific taxes which iare part of the prices were adjusted only on 

an ad hoc basis. I 

I 

12 . Looking ahead to the medium term, and leaving aside cyclical fluctuations 

in the economy, the general situation regarding oil supply and demand means 
i 

at the very least that ~ po~icy incorporating a fall in oil prices in real 

terms must be ruled out. 
t 

The Commission considers that~ to keep the trend of petroleum product prices 

as regular as possible and constantly in line with the general direction of 

energy policy, the Council should follow, as a guiding principle, the 

policy that there should be no decrease in the real price of petroleum products 

to the final consumer. 

13. This principle would be applied as follows: 

(a) in line with the principlie already accepted by the Council, increases 

in the representative import price of crude oil must be passed on to 

t~l cOIlswnel' wi thin; a reasonable period of time; ~ 
I 
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(b) the Commission proposes that the Council should establish t he 

guideline that, as a general rule, and without accentuat ing 

inflationary tendencies, the taxation of petroleum products -should at the ast be held level in r eal terms by means 

o regular adjustm~nts; 

(c) the Commission stresses - and the Council has already acknowledged -

that the secondary inflatiQnary effects of oil price r ises must be 
~~~~~~~~~~-----------­contained to the utmost extent possible. 

~. 

Although these guidelines and measures must be put into operati on by the 

Member States, with reference to their individual situations, the guidelines 

themselves must be common, and their implementation must be moni tored 

regularly: the Commission suggests that, after adopting t hem , the Council 

should review the results annually. 

14. These measures may not be enough if there is a sharp dovmward trend 

in the import price of oil. Other instruments should t hen be used. 

The Commission is continuing to examine this point, and will i nform the 

Council, for a later meeting , of its findings and conclusions . 

15. The proposed decisions could bring about an increase i n public revenue; 

it would be essential to contain the inflationary consequences and to obviate 

any deflationary effects. Appropriate 'countervailing me asures might take 

the following forms: 

(a) e. reduction in charges, -~ich ,would at the sam~~~ ime · prevent 

a decline in the competitiveness of C9mmunity firms and exert a 

favourable influenc~ on investment and employment; 

ttl 

:t 
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(b) a reduction in indirect taxation, which would help to ease 

inflationary pressures; 

(c) an increase in budgetary funds for incentives to adaptation in 

the energy field. 

(ii) Hierarchy of domestic prices of energy sources 

16. The hierarchy of price& for the different energy product s , which 

government influences through a range of intervent i ons, mainly taxation 

and budgetary, must ser~e the aims· of reducing dependence on external 

energy sources, particularly by cutting oil impo~ts and by developing 

alternative energy sources. Price differentials must act both as 

a deterrent (oil) and as an incentive (other sources of energy). 

This is not always the case: in some Member States at least , the 

domestic price for certa in products (heavy fuel oil is an example) 

does not encourage a diversification of sources or give any urgency 

to investment in, say, energy conservation. Such distortions can be 

traced back, t o a large extent, to the way in which differep.t energy 

product s are taxed. 

Further, the structure of prices, i.e. including taxation, as between 

the Member States is a potential and a present source of distortion 

of competition and the cause of a poor allocati on of resources. 

17. The Commission asks the Council to approve the fol19wing two aims: 

(a) to arrive at a hierarchy of prices which i s consistent with overall 

energy policy; 

(b) to prevent excessive differences in the price structures as between 

Member States which are not justified either by a similarity of 

situations or by the fact of belonging to the same market. 

At a later date the Commission will put up proposal s defining the bases, 

including harmonization of taxation, for attaining these objectives. 
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B. Planning of investments and of the resources required 

18. Prices have a pivotal role to playas an incentive to the adjustment 

of demand. But, government has a direct and crucial role in carrying 

out investment, much of which depe~ds on decisions by government 

and without which the goal of self-sufficienoy, for whioh government 

is responsible, will not be attained. The consequences are two-fold: 

(a) the principle of planned pr~grammes. which define not only the 

investments needed to reach the Community's targets, but also the resources 

for carrying them out ; (b) taking a~count of energy requirements 

proper and the requirement s of the economy as a whole, this programme~planning, 

in the Commission's view, should amplify and speed up the entire effort. 

19. In its Resolution of 9 June 1980, the Council decided to make an 

annual assessment of national energy programmes at Community level 

the Community being a meeting-po~nt for oomparing targets, defining 

and monitoring priorities, identifying shortcomings and appraising 

results. 

The Community's acknowledged position therefore answers a ver.y clear 

requirement. It is the best forum in which to define forcefully -

and present to the public - policies which are necessarily comparable 

and analogous and which, in the Commission's view, must: 

(a) give the greatest possible boost to energy investment; 

(b) contribute to the development .of nuolear energy and help to remove 

the obstacles hampering its expansion; 

(c) pursue a consistent internal and external coal policy as regards 

research, availabilities and costs, with the aim of self-sufficiency; 

(d) stimulate the investment required in energy conservation and develop 

new energy sources. 
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The Ministers for Financial Affairs cannot remain indifferent to the action 

in these fields taken by the Ministers for Energy. The general economy 

is directly conoerned: by balance-of-payments and price constraints, 

but also by the impetus to growth and employment offered by t he new 

"industrial energy economy" and by the expansion of energy investment. 

(7 

20. Consideration of the matching of resouroes to goals is also of direot 

interest to the Economic 'and Finanoial Affairs Ministers meet ing in Council. 

Particular attention will have to be given to budgetary, economio and 

financial mechan~sms, and to both ~tional and Community legislat ion 

introduced to encourage the investments which are immediately necessary and 

to facilitate their funding. The only way to make sure this is done is 

by the systematio and critical monitoring of the state of progress of the 

programmes. 

21. " In addition, the Community contributes to the investment effort through 

its financial instruments (funds under the Budget and loans). Its 

contribution is substantial: in 1979, 1 580 million EUA in loans granted, 

or 6% of Community energy production investment (considerably more if . ' 

self-financing is deducted). The Community's action should help the 

Member States to pursue a. vigorous energy policy. It should be 

primarily directed to supporting coherent programmes which serve 

the common objeotives and are integrated into an overall policy by the 

recipient Member States. Community financing should not take the place 

of national financing, but should speed up and amplify certain measures 

which could not be carried out without an" external finanoial contribut"ion. 

220 It is in that context that the Commission asks the Council: 

(a) to approve the guidelines set out in this Communication; 

(b) to decide to convene every: year a COUnoil meeting of the Economic 

and Finanoial Affairs Ministers " with appropxiate part i oipation to 

ex~e how the legislative means and the f inancial resources match 

up to the r eal targets of the Member States' energy programmes; 

(c) to take note that ever,y year the Commission will present on that 

occasion a report on the possible contribution from Community 

resources to the overall investment effort, and will suggest how 

they should be used to serve priority aims. 
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INTRODUCTION 

The Committee's Opinion on issues raised by the recycling process 

(doc. 11/267/80 dated 4 June 1980) was referred to t~e Council meeting on 

9 June 1980; the Council then called upon the Committee to examine the fol­

lowing points in greater depth : 

1. the Community's role in the recycLing process in the framework of the 

internationaL organisat10ns; .. 
2. the Community loan mechanism and the other Community instruments for recy­

cling in favour of the member countries of the Community; 

3. the instruments for recycLing in favour of third countries (e.g~ the possi­

bility of opening a window for third countries in the Community loan mecha­

nism); 

4. the Link between adjustment and financing, problems of surveillance and 

"earl)' conditional ity"; 

5. co-financing and triangular operations; 

6. costs and risks (guarantees, transformation, etc.), resources a~ailable and 

tentative quantification of possibLe actions. 

Part I of this Report examines the Community's role in retycling in 

favour o~ member countries, throu~h an adjustment of the Community loan mecha­

nism, and the reLated questions of conditionaLity, surveillance and the mix 

between adjustment and financing; the other points of the Council's mandate, 

includin~ the aspects of recycling to non-member countries, are ex~mined in 

Part II. The Committee has furthermore deLivered a separate Opinion on another 

issue relevant to recycling, i.e. the use of the ECU as a denominator for loans 

floated by the Community institutions (doc. 11/397/80 dated 8 September 1980 -

in Annex). 

The Committee would point out that the present Report should be seen 

as complementary to its Opinion of 4 June 1980, in-which the issues raised by 

the recycling process were examined in their general terms and in a broader 

context. In particular, the Opinion defined recycling as fta process by which 

the surpluses run by certain countries - in this case the oil-producing coun­

tries - are made available to countries in baLance of payments deficit • 

••• 1 ••• 
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This process is based to a large extent on international financial interme­

diation, both public and private, which :makes possible a certain transforma-
I 

tion between the forms of investment off~red to the surplus countries and the 

financing terms offered to the deficit c~untr .. ies". Furthermore, the Opinion 

stressed that "the bulk of the recycling :iactivity will continue to be carried 

out by the international financial market~ and the commercial banks ••• sup­

plemented by an expanded activity of the international organisations, and 

primarily of the International Monetary Fun~, the World Bank and the regional 

development banks". The Community as an ent~ty must on the one hand s~pport 
the efforts made in this wider internatiohal context, and on the other has a 

particular role of its own to play in the context of the present p~yments 

i mbalanc~s. 

I. ADJUstING THE COMMUNITY LOAN MECHANISM 

The Committee has devoted itself to examining how the Community loan 

mechanis~ set up in 1975 should be adapted to the requirements of the new struc~ 

ture of external payments disequilibria, the aim being to improve its effec­

tiveness and enable the Community to contribute to the harmonious development 

of the recycling process. In this part of the Report the Committee studies the 

problems connected with the financing of the deficits of Member States. 

1. Aim, duration and ranking of the mechanism 

1.1. According to Article 1 o~ Regulation (EEC) NO 397/75 which set up the 

mechanis~, "the Community may undertake a series of operations to raise funds, 

either directly from third countriesano financial institutions, or on the capital 

markets, with the sole aim of re-lending those funds to one or more Member 
States in balance of payments difficulties caused by the increase in prices 

of petroleum products". 

The Committee feeLs ~hat the wording of this Article should be clari­

fied. It accepts the notion of "sole aim" if it is understood that its inten­

tion is merely that of ensuring that the Community borrows solely in order to 

re-lend to one or more Member States. As regards the cause of the baLance of 
.. 

payments difficulties, the Committee is of the opinion that the relevant phrase 

should read as follows: "balance of payments difficulties directly or indirectly 

related to an increase in prices of petroleum products". 

• • • 1 ••• 

) 

) 
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1.2. As regards the duration of the mechanism, which was not specified 

in the 1975 Regulation, the Committee feels that the Council should in five 

years' time, on the basis of a report from the Commission, examine whether 

the Community loan in its principle, its arrangements and its ceiling still 

meets the needs which led to its creation. 

\ , 
1.3. Since it does not directly involve the commitment of member countries' 

foreign exchange reserves, thi s ' instrum~;nJ ,\~ sti ll, as far as its general 
. : ~ ~ 

design is concerned, weLL suited to the ' reqtf~:ements of recycling. Th~re ;s 

however, the question of whether any ord~r of { priorities should be assigned 

to the way in which caLLs are made on th~ ~ va~ious resources available to the 

national authorities to finance an external payments deficit (international 

capital markets, Community assistance, IMF facilities). The Committee discus­

sed this question and concLuded that no a priori position should be taken on 

the matter, so as to be abLe to react to circumstances in the best way possible. 

The Council Decision of 8 May 1964 on co-operation between Member 

States i~ the field of international monetary relations (64/301/EEt) provides 

that "consultations shall take place within the Monetary Committee in respect 

of any important decision or position taken by Member States in th~ field of 

international monetary relations and concerning in, particular: recourse 

by a Member State to resources which can be mobi l i sed withi"n the ff-amework or 

international agreements". It is in the framework of these consultations that 

) the rank~ng of calls on the vario~s sources of financing couLd be examined. 

SimiLarly, the Committee did not consider it usefuL to attempt to 

estabLish priorities in the recourse to the medium-term financiaL assistance 

and the Community loans. Cases are possible in which only one of the two could 

be used, and others in which both could be used simultaneously. In the present 

situation, with all the Member States running current payments deficits, financ· 

ing by Community borrowing, in accordance with the needs of recycling, may be 

the form of Community support which could most easily be mobilised in practice. 

2. Techniques 

Experience of the past lending operations has shown that the procedure 

for implementing the mechanism is at times excessively rigid 

• • • 1 ••• 
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2.1. ~ai.ing the loan <artic le 2 of Regulation <eeC) NO 397/75), after a 

loan application bi a Member State, requires the Council, after consulting the 

Monft ary Committee, to authorise t he Commission to negotiate with the lenders; 

the Monetary Committee must again be consulted after the negotiations, and fi­

nally, a further Counc il decision is required to authorise the borrowing and 

lending operations involved. Experience has shown this procedure to be lengthy -

in the first implementa tion of the mechanism, approximately one year intervened 

between the initial request and the funds' disbursement - and too cumbersome, 

in that it does not al ways permit t he Community to adapt easily to market 

conditions. 

The Committee considers that this procedure should be simplified so 

as to, if possible, r educe the references to Council to only one: the Council's 

role could consist in authorising the lending of a specified amount for a spe­

cified country <and t he correspond ing borrowing), and in simultaneously setting 

the economic policy conditions before the conclusion of the negotiations with 

the lenders; the ensuing operati ons would be carried out by the Commission in 

consultation with the Mo netary Committee. 

2.2. Experience with loans that have been made under the mechanism has 

revealed one unsatisfac tory featur e, namely that a country that had borrowed 

through the mechanism and was in a position to repay its borrowings ahead of 

their due date was no t able to do so because there was no means whereby the 

Community itself could prematurel y redeem the funds which it had borrowed and 

on-lent. There is not much sense in setting economic policy conditions for a 

Member State whose posi tion has already recovered and is ready to repay a loan 

granted to it. Therefo re, whenever a borrowing member so wished and agreed to 

the terms of the borrowing this would involve, explicit provision should be 

made for the possibi l ity of early repayment. Allowing advance repayment clearly 

implies having recour se to the usua l borrowing formulae prevalent on the market, 

which would expressly contain an early redemption clause. 

2.3. Instead of ~ ' v 'ng preference to the issue of bonds as has been the 

case hitherto, the Comm ission should dispose of the necessary flexibility in 

its borrowing operations, both to facilitate the possibility of early repayments 

discussed above and to make the best of market conditions. It should thus be 

• • • 1 ••• 
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able to have recourse to the other instruments available on the markets and 

to new instruments such as ECU-denominated loans, and it should explore and 

develop the possibilities of borrowing directly from surplus countries. In 

practice, however, variable rate loans should not be given preference over 

fixed rate borrowing; they should in particuLar be avoided as far as possible 

when borrowing directly from surplus countries. At all events, Loans denomi­

nated or payabLe in the currency of a Member State should be issued only after 

the agreement of the competent national authorities. In this context, the pro­

vision under ArticLe 2 of ReguLation (EEC) NO 397175, whereby the average 

period of loans may not be less than five years, shouLd be made more fLexible, 

it being understood that the Community should not engage in maturity transfor­

mation. It is therefore suggested that the period of loans should be subject to 

mutual agreement between borrowing Member States and the Commission, in con­

suLtation with the Monetary Committee. 

3. Conditionality 

3.1. As requested by the Council, the Committee proceded to define the 

modalities which might govern the concept of early conditionality mentioned 

in its Opinion of 4 June 1980. In practice this means that a country may have . 

recourse to the Community loan before serious balance of payments difficulties 

have arisen,rather than after a situation of manifest crisis. This implies 

an appropriate concept of conditionality. It is in fact in the Community's in­

terest to promote adjustment in a member country, through the contribution of 

even a modest financing, before this country reaches a situation of manifest 

crisis. On the other hand, a country may have an interest in reLying on Commu­

nity conditionality to promote the adoption of an adjustment programme vis-a­

vis its own public opinion. 

3.2. Graduation of conditionality. Conditionality should aim at restoring 

a sustainable baLance of payments situation and should concern not only the 

demand side but place greater emphasis on the structural adaptations required 

in the medium term, particularly as regards energy. This concept of conditionan 

Lity shouLd at the same time contribute to increased convergence in the Commu­

nity. Conditionality itseLf wiLL have to be adapted to the situation of the coun­

try seeking a loan, particularly to the sustainabiltiy of the forecast deficit~ 

having regard to the country's external indebtedness and to the possibilities 

of financing these deficits. The more serious the member state's economic situ­

ation, the more specific endeavours on the supply side, particularly in the 

energy field, will have to be supplemented by general adjustment measures on 

••• I It 4 . .. 
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the demand side. This may imply setting monetary or fiscal targets. These 

targets would be set at regular intervals by the council, acting on a proposal 

by the Commission and after consulting the Monetary Committee; compliance 

wbul d be monitored, at regular intervals, jointly by the Commission and the 

Committee. It may be desirable for the Loan to be disbursed in successive 

instaLments, the release of each instaLment being subject to compliance with 

the prog~a~me·s objectives. " 

3.3 . Council procedures. In practice the situation of a country facing 

balance of payments difficuLties and intending to adopt an adjustment programme 

and to have recourse to a Community loan would be assessed by the Council on a 

proposaL by the Commission, after the Monetary Committee had been consulted and 

had made its examination. The Council couLd grant a Community loan against the 

country's undertaking to conform to an adjustment programme, whose nature and 

2 ity would be the subject of a Monetary Committee opinion. Furthermore, ac-

cording to the seriousness of the situation, or its development, the country 

could be asked to respect specific quantified targets. 

3.4. Procedures in the Monetary Committee. The Committee feels that a 

mutual information and monitoring procedure on the baLance of payments and ex­

ternal indebtedness positions of alL member countries and on the policies pur­

sued in these areas shouLd be estabLished. EssentiaLLy this wouLd mean reinforc­

ing and making more systematic the exchange of information which aLready takes 

place. Such a procedure faLLs within the Committee's competence, and the Com­

mittee has agreed to estabLish it as soon as possible. 

4. Guarantee 

4.1. In the event of defauLt by the final borrower, the guarantee arrange-

ments for the Community's creditors consist in participation by the Member States 

in accordance with a procedure Laid down in Article 6 of Regulation (EEC) 397/75 

and in ArticLes 1 to 9 of ReguLation (EEC) 398/75, and in a token entry of the 

l~abiLities in the Community Budget to ensure that the creditors are paid without ~ 

delay. 

4.2. The Committee stressed that - as the experience of past decades has 

shown - the likelihood of default by any Community Member State is practically 

niL and it is in this Lightthat it examined whether the present duaL-guarantee 

system ought to be maintained. It is clear that the present system wilL remain 

in force with respect to the Community's Loan operations carried out under 

Re9ul2tions (EEC) 397/75 and 398/75. 

) 
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Several members felt that the entry in the Community's Budget consti­

tutes in ~tself a commitment by the Community - i.e. by the Member States -

which is sufficient to satisfy lenders and that there is consequently no need 

for a special or adjacent guarantee. Abolition of the system of guarantees by 

the Members States would correspond to the Community nature of the instrument 

and make it simpler to implement. Payments in the event of default would be made 

according to normal budgetary procedures. Other members felt the maintenance 

of the present dual-guarantee system would be preferable, either because they 

felt that every effort should be made to avoid exhausting at some date the 

Community budget's financing capacity, or because they questioned the interpre­

tation the markets could give to the scrapping of the counter-guarantees by 

the Member States. 

4.3. It should be noted that, were the counter-guarantee system by Member 

States to be maintained, certain member countries would submit an increase in 

the amount of the Community loan authorised by the Council to a parliamentary 

procedure, which would result in a further delay, as happened in 1975 when the 

system was set up. Between the Council's political decision and the termination 

of the procedure in the last country, the delay could thus be long enough for 

a modification of the international financial environment to intervene. 

5. Ceiling 

The Committee feels it advisable to recommend the following adjustments . 

It points out in this respect that, if these modifications are adopted, they 

will require a decision in the form of a Council regulation and, particularly 

if the Member St3tes' counter-guarantee system is maintained, certain member 

co~ntries ~ight find themselves bound to the precedent of 1975 to make their 

agreement subject to parliamentary procedure. 

5.1. Denomination. In conformity .with other decisions taken within the 

Community, the ceiLing should be denominated in ECU and not in US dollars. 

5.2. Calculation of the ceiling. Interest on borrowing operations should · 

henceforth be excluded from the ceiling, in line with normal international prac­

tice in the matter: the ceiling fixed by the Council would therefore r~late only 

to the principal. As an exampLe, applying this new method to the nomina' figure 

authorised at present would - in the present market conditions - entail an ;n­
:reasp of about one half in the borrowing capacity. 

• •• 1 ••• 
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5.3. Definition of the ceiling. The ceiling should be considered as a 

limit on ~ll outstanding amounts, i.e. the borrowing and lending resources 

would be reconstituted as and when repayments were made. If a margin can be 

reconstituted, there is no need to return to the Council each time the ceiling 

is exhausted, it being nevertheless understood that each activation of the 

mechanism is subject to prior authoris~tion by the Council. 

5.4. Increase in the ceiling. The general feeling of the Committee is that 

the ceiling should be increased from that decided in 1975 (3 billion US dollars 

in principaL and interest payments). The modifications described above would 

by themselves, if adopted, entail a significant increase. 

5.4.1. Certain arguments may be put forth in support of a more substantial 

increase 

the erosion in the ceiling's real vaLue since 1975; 

the need to reverse the decline in the present ceiling in relation to the 

size of the international capital market, whose annual volume of operations 

has tripled since 1975; 

the Community's current deficit is at present larger in proportion to trade 

and output than was the case following the last oil shock and is expected 

to persist for longer; a higher ceiling is thus necessary for the mechanism 

to contribute significantly to recycling; 

while after the first oil shock there was still a number of surplus countries 

whithin the Community, now all Community countries are in current deficit~ 

the desire for coherence with the increase in the size of the credit mecha­

nisms decided when the European Monetary System was set up, in order to have 

the sa~e credibiLity and positive announcement effects on the exchange mar­

kets : it must be observed in this regard that in spite of their significant 

resources the two mechanisms have not been used, which confirms their psy­

choLogical effect; 

the need to allow a number of large borrowers to have recourse to the mecha­

nism simultaneously without exhausting its facilities, in contrast to the 

present situation (over 80 X of the funds available were promptly taken up 

by loans to two member countries). 

. .. / ... 
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5.4.2. Other arguments may be put forth in support of a more modest increase 

the higher level of reserves, not least the result of the gold valuation 

within the EMS, and the relatively high credit worthiness of all Community 

countries create a better basis for the financing of deficits which is now 

becoming necessary; 

when the EMS was set up, short-term monetary support and medium-term finan­

cial assistance were more than doubled, in order to give a credible guaran­

tee of the stability of exchange rates as regards the foreign exchange mar­

kets; neither of the two instruments has been used so far, which therefore 

leaves a borrowing margin available; 

in order to maintain the high credit standing with regard to its various 

borrowing instruments, the Community must give an example of a disciplined, 

not a permissive policy; 

it must be demonstrated both internally and internationally that the first 

priority is themost rapid adjustment possible to the changed conditions of 

the world economy; 

the Community should not compete too hard for OPEC funds with other methods 

of recycling of speciaL importance throughout the world, e.g. direct chan­

nelling to the developing countries, making funds available for the IMF and 

the World Bank, etc. 

5.4.3. The members of the Committee who support the first set of arguments 

(5.4.1.> consider that it would justify a ceiling of between 10 and 15 billion · 

ECU. The members of the Committee who support the second set of arguments 

(5.4.2.) cons1der that it would justify a ceiling of between 4 and 5 billion 

ECU. Some members however could sympathise with some of the arguments presented 

in 5.4.1~ and some of the arguments presented in 5.4.2. They therefore felt 

that a compromise should be found between the two ranges indicated above. 

In alL cases, the Committee members based their assessments on the 

assumption that the proposals advanced in paragraphs 5.1, 5.2 and 5.3 are adopted • 

• • • 1 ••• 
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5.4.4. Several members pointed out that fixing a ceiling is essential only 

if it were decided to maintain the counter-guarantee system subscribed by 

Member States. In fact, the Council is caLled upon to decide, in each particular 

case, the amount of the borrowing operations authorised and therefore remains 

master of the overall volume of such loans. One could therefore refrain from 

preventively fixing the ceiling for such operations and assess the size of the 

envisaged Loans each time the activ~tion of the mechanism is requested. 

5.4.5. As a formation of independent experts, the Committee has the general 

feeLing that a compromise around 7 billion ECU wouLd have some chance of being 

a point of equilibrium and woul not pose particular financiaL or technical 

problems (1). 

II. OTHER ASPECTS OF RECYCLING 

These other aspects cover points 1 (international organisations), 

3 (recycLing for the benefit of non-member countries), 5 (co-financing) and 

6 (costs and risks) on the list drawn up by the CounciL. The Committee's work 

on these points is a follow-up to the Opinion of 4 June: it continues the 

anaLysis and defines certain soLutions. 

6. Costs and risks 

The Committee started by drawing a distinction between the "recyclingH 

aspect and the "aid" aspect of the problem of assistance to the deveLoping 

countries, in order to deal only with recycling proper it 1S nevertheless 

aware not only of the need t evelopment aid so as to enabLe t~~ 

poorest countries to overcom iculties, but also of the fact that 

intervention by public bodies in the recycling process would entail shouldering 

pa~t of the risks and costs - transformation costs, possibly exchange risks 

and defauLt risks. 

• • • 1 ••• 
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7. The Community and the international institutions 

In its Opinion of 4 June, the Committee considered that the Bretton 

Woods institutions have an essential role to play and called on the Community 

to play an active and unified role within these institutions, and to support 

new initiatives aimed at improving and expanding that role. The Community 

should in particular support the proposals for the IMF to borrow directly from 

surplus countries, for better coordination between the I,MF, the IBRD and re­

gional financial organisations, and for the develop~ent of consortium-type 

operations and structural adjustment loans. The Community should endeavour to 

coordinate its interventions in the fora in which internationaL monetary ques­

tions are discussed, not onLy in the Bretton Woods institutions but also - in 

the present context of global negotiations - in organisations such as the 

United Nations. This means defining a common position in advance, or, at the 

very least, co-ordinating more closeLy ;the positions upheld by the Member St~­

test representatives in these institutions. The Monetary Committee couLd be 

invited to intensify its action in this field. 

8. Third country financing 

8.1. For geographic and political reasons, non-member countries have diffe-

rent relations with the Community according to whether they are candidates for 

accession (or potential candidates), associated countries, ACP countries or 

other countries. The Committee is aware of the fact that the assessm~nt of the 

problem can be modulated according to membership to one or other of these groups. 

8.2. The general feeling of the Committee is that the formal opening in the 

Community loan mechanism of a special window for non-member countries is not 
r ., 

appropriate at this time. The Community cannot take the place of the IMF, which 
r 

;s equipped to deal with internationaL payments imbalances, h~s the mechanisms 
(' 

to induce borrowers to adopt the appropriate adjustment policies and where; 
r ~ 

lastLy, the main parties to the recycling process are represented. The Commun;~ 

t~'s role must be to support the efforts of the Fund, and even to supplement 

its action in certain specific cases by making its own or its members' contri­

bution to solving a particular problem. 

. .. / ... 
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8.3. Although it felt that a window in favour of non-member countries 

should not be opened when the Community Loan mechanism is adjusted e Com-

mittee nevertheless considers that f06'countries and in certai ' cir­

cumstances, the Member States and the Communlty couLd take part' . nt mea­

sures for the benefit of countries in serious payments difficulties. This has 

happened in the past and it shouLd not be ruLed out that it might happen in --the future. By way of exampLe, these measures have taken various forms in the 

past: rescheduling of the externaL debt, granting of guarantees, action on 

export credits, acceLerating the impLementation of financiaL protocoLs, etc. 

The countries particuLarLy concerned are those which, because of their geogra­

phicaL proximity or their poLiticaL and commerciaL Links, maintain close ~e-
~ ? 

Lations with the Community. The Committee considers that when such actions are 
r- ~ 
ndertaken, ,t would be advisable for the member countries to confer together 

at Community leveL and even, if necessary, for the Community as such to parti­

cipate. It also felt that, despite the speciaL nature of these measures, their 

design and impLementation must foLLow a number of guiding principLes. Thought 

must be given to these guiding principLes within the Community - a task which 

the Committee couLd assume. Thus, not onLy couLd these ad hoc measures be made 

more effective,but aLso the functioning of the normaL financing instruments 

need not to be distorted by the pressure of events. 

9. Co-financing and trianguLar operations 

9.1. The Community can make a third contribution to strengthening the re-

cycLing for the benefit of both its members and non-member countries by con­

tinuing and expanding the co-financing and trianguLar financing operations in 

which certain Community institutions are aLready invoLved. 

9.2. The EIB is aLready carrying out loan operations for the benefit of 

non-member countries and its borrowing operations on markets outside the Com­

munity draw partly on the savings of the oil-producing countries. It also con­

tributes to the recycLing process, as does the EDF, by associating oil capital 

in co-financing operations. Thus, under the first Lome Convention, the EDF and 

the EIB contributed 17 % and Arab funds 19 % to financing a group of co-financed 

projects totaLling 3.2 billion EUA. Co-financing operations have also been 

carried out under association agreements, with the Mediterranean countries and 

in connection with aid to non-associated deveLoping countries. 

• •• 1 ••• 
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9.3. In the future, these operations are LikeLy to deveLop and muLtipLy, 

both under the new Lome Convention (five articLes of which are excLusively 

devoted to co-financing arrangements) and under the new financiaL protocols 

in preparation. The past and future deveLopment of these operations is LargeLy 

due to the attraction for the hoLders of Large funds of the Community's acti­

vity in·the fieLd of project financing, because of the experience it has ac­

quired, the tested procedures at its command, and the administrative technicaL 

and financiaL aid it can grant. The Committee is aware of the importance of 

the Community institutions' efforts to deveLop this type of operations. It 

feeLs that in this area it is desirabLe for co-operation with the surplus oil 

countries and their institutions to be increased in the most appropriate forms 

by the authorities responsibLe for the various financiaL instruments. 

10. Characteristics of financiaL assets 

An essentiaL aspect of the probLem is that of defining the characteris­

tics of the financial assets which best meet the requirements of recycLing: on 

the one hand, every effort shouLd be made, in the interest of deficit countries, 

to obtain as favourabLe conditions as possibLe; on the other, attention must 

be given to offering surpLus countries assets which are sufficiently attractive. 
I 

The examination and testing of the appropriate formuLae in this area is being 

activeLy pursued in numerous nationaL and international quarters, both official 

and private. The Monetary Committee considers that, given both the trade links 

between oil producers and member countries and the reLations uniting the latter 

within the European Monetary System, the Community shouLd actively participate 

in this research and seize on the occasions which arise to adopt a common atti­

tude and to promote the most effective financial innovations possible. The exa­

mination of the characteristics of the financiaL assets which best meet the re­

quirements of recycLing should continue and invoLve a detaiLed discussion on 

subjects such as the choice of the duration of the securities, formuLae for 

borrowing at variabLe rates, the distribution of exchange risk. As to the uti­

Lisation of the ECU, the Committee recently adopted an opinion which ;s annexed 

to the present report. 

* 

* * 
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OPINION ON THE USE OF THE ECU AS DENOMINATOR FOR LOANS BY THE COMMUNITY 

The way in which the ECU is used and develops is of great importance for 

the future of the European Monetary System and its institutions, which the 

Committee is now studying at the request of the CounciL. The use of the ECU 

couLd also be relevant to recycling, which is the subject of a further remit 

by the Council to the Committee. 

As suggestions have been put forward in various Community bodies that 

the ECU be used as denominator for loans floated by the Community institutions, 

the Committee wouLd point out that in its opinion the foLlowing considerations 

shouLd be taken into account : 

1. In order to acquire sufficient experience with ECU-denominated issues, 

their continuity must be ensured. For market reasons, it is therefore 

necessary that such issues be repeated. An experimentaL isolated issue 

is of no interest in itself. 

2. For reasons of consistency, care must be taken to see that the soLutions 

devised for the technical probLems arising in defining the characteristics 

of an issue are cLosely co-ordinated and are homogeneous between the 

various Community issuers. 

3. The Community's excellent credit standing and the quality of the ECU in 

relation to other numeraires offer the prospect of ECU-denominated issues 

being made on good terms. When a reasonably broad market in such issues 

had deveLoped they might, if conditions are right, be made at a somewhat 

more favourabLe interest rate than the weighted average of the interest 

rates attaching to loans denominated in the currencies of Member States. 

In the initiaL stages however the narrowness of the market may prevent 

this. 

Provi,ional addr ... : Rue de la Loi 200. B- 1 049 Brussels - Telephone 7350040/7358040 - Telegraphic addre .. : "COMEUR BruslOell ' -
Telex; "21877 COMEU a" 
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Subject: Export cr edits 

- Arnendment of the Arrangement on Guidelines 

1. On 6 I\~ay 1980 the Council adopted, on behalf of 
the Community, a negotiating brief covering a series 

of desirable amendments to the Arrangement on Officially 

Supported Export Credits (~I2lL1L§2-22Q_12~~) . 

2. At their meeting from 12 to 14 may 1980 the Participants 

in the Arrangement agreed to: . 

- increase, with ·effect from 1 July 1980, the minimum 
interest rates used in the matrix contained in the 

. 1 
Arrangement ( ); 
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reach a rflutue.ll] acceptable soluti on by 1 December 1980 

for pursuing the review of the Arra"':1gement'iJ This 

point was also referr ed to in the communique issued 

follovling the OEeD COlu1.cil meeting at :Ministerial level 

(Fa,lis, 3 aJ:1d 4 June 1980) and, subsequently ~ in 

the Dec1aration made on the occasi on of the Venice 

Sur~Itlli t (23 June 1 S30) ~ The relevant passages of these 

tV70 tez:ts ar :s s e t out in the j\~nex to the present note • ... ~~ 

3. One of the problems relating to the amendment of 

the Arrangement in gen..-ral is that of a .E~ible 

revisi c!Z!., of t~~ m~ch~.li~~!!l fur adjus-G,g1g minimum. ~}'}~e~~~t 

.E2~_ .8 S, fnrther to the vi ew of certain Participants that 

the -present adjustment schemo (case by case after 
. ' I 

negoti8;~i.On.S between the Participants in the Arrangement) 
seemed inadequ2_te and , that the minimum rates should be 

clos el" to the IG3.xke't i Tl.t erest i' at e8. , 
~ •.. "r-~_ :. • .-:_ ~,.....,., . • ~..»; ....... ! .--...(.-=_-..~ 

On this point, the Participarlts have been issued wi th 

the report dravvn up at their r equest by Mr V7aJ.:~e}1. 

(Swe2-",~E}?-~~ ?:.~2:~~~a~ :~2,~:'1 ) ' which postulates two alternative 
2XLtOL1El: t i C I'c.t 8 acljustmc::;nt schemes ~ 

( ~~~~;~ ~f.'2E:·~~\oc->£~:~:~> .. ~~~.:j:·.r:~~£l~:~£i2S for all c1.u'renci es , 
vvhersby adj"u.s t 111ents are function of certain parar.L1eters 

( I ; f2E~;:~)1;, f;'.~~,g" ) tJ 

4. . After stuc1yin6 the r(;port, ~h.,~~_Comlnis.,:,s=L~:J. on 

17 Jl)-.i.18 1 q30 }!~~~~£~£,_.9; __ }1ec~I1:rl~;~10tj. \?E:, for-.~ Dec?.sion 

befo1'0j the COill·.;.cil., 

~:nle Irc.rpose of this Recomm.endatj_on is to supplement 

the nega tiatinz brief attached to the aforementioned Decision 

of 6 L1a~t 1930 0 11111.1S it 1)ropos80 that the Comrilur~ityi s 

negotiating position on the problem referred to in 

point 3 above be based on flfQTL~l~.~tI (~g~§L§.Q_.Q.Qg_l1). 

1031 "'1/80 ert/JT:I/jp E 



- 5. The W:9rk~rl:...ed out to date on this subject-

~ith~ the Council has not yet mad~it possible to 
formulate a ££mmon EEC ~ositione 

In particular, it has proved impossible 
to take action on the conclusion reached by 
the Council at its meeting on 15 and 
16 September 1980, when it invi-ted the 
Permanent Representatives Conrrni ttee, in 
collaboration with the Com~iEsion to try 
its utmost to find by 1 October 1980 -
starting date of a further meeting of the 
Partic~pants - a solution that would enable 

-the Community to present a ~ommon position. 

6. The differences of opinion between delegations may 
be smnmarized as follows: 

A. seven delegaij.on~ (B, DIet It ' IRL, L, NL% UK) agreed 
to the Commission Recommendation formula 2, on the 

understanding that the arr8ngements for applying it 
would have to be _specified. 

Most of these delegations maintained that 
the present system of a fixed matrix - which 
could only be re-adjusted as a result of 
fresh negotiations - was too rigid &~d that 
forr~lula 2 might represent a way of preserving 
the Arrangement on Guidelines, and moreover a 
less complex and more practical way than 
formula 1. 

The Neth~rl~ds delegation however said 
that, in its view, this should be a provisional 
solution within the framework of the 
Arrangement and that more detailed studies should 
be conducted in order to advance towards the 
for:mula 1, which it felt was the best meC'AllS of 
resolving the basic problems. 

10311/80 ert/JM/jp 
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B. Ono cl..elepation (D) favoured formula 1 )' vvhich provided _ =--~.~",_M t.l'\~v-. .. ... ...... ~ 

for rates to be differe:::1tiated according to currencies, 

8il1.C8 in its vierv this V'!as~ as had been noted in 

M:c Wallen v s report, the .only adequate and fair solution 

. to the problems of distortion of competiti6n and was 

therefore mOl"e j .n tu:ne with the objectives of the 

EJi;C Treat:!. 

Howev€:c o: thj.s delegation did not rule out 
the pos8 ib ili t~T ~ if all d elegations agre ed in the 
Council ? t hat it might b e able to accGpt 
formula 2 as a b asis f or negotiation provisionally 
while studi es con"cinued on VifC1;:'S and mewJ.S of 
putting forF.111a 1 irl.'i~ o pl"'ac ti c e. 

C. One delep.;ation (F) fO "Ll.:L"'1d both alternatives in 
~~ _"',-; .at r ... oDo:.<l""'-:.:>."l',.. ... _. _ ~ 

Mr Wal1811 11 3 r81ior t ID'lacc 8ptable i n view of the 

automati C 'Hay they would ViTo:rk 0 It thought rat es should 

be adjust ed, wh e :~" e necessary'f by nogotiations between 

the Arrangement Participants. 

It argued in pg,rticular that to adope one 
or o t h \3 :L'" of the a l 'G cr:02t ives VJould be tantarnount 
to a djus Li.t2E to a situ a 'tion of monetary disorder, 
that f:r'equent changes in interest rates woulcl make 
transactiolls l1~uch more diffic"ll.l t for sellers and 
for buyers)I 2J.l.d fil1CL11~? that tlie cri t er i a taken 
as a basis 'Zor automatic adjustments of rates did 
not consti-cllte sufficiently clear and precise reference 
pointso 

7 • The above si tuati on prevent ed the Comrrnxni ty from 

adopting a substantive position at the meeting of the 

PaT,tici:!ants in the Arrmlgement held from · 1 to 

3 October 1930. 

••• /.iJtl 
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80 Following this further meeting of the Participants, 

the Permanent Representatives Qommitte~ held another 
discussion, during which it was found that the differences 
surumarized in point 6 'had remained. 

Concluding its discussion? the Committee agreed to 
refer the matter to the Council. 0 The main question wa~ 

wh§.~her it wa~ __ possi "'e1e to decide on a common position 
in favour of adopting, in line wi '"~the Comm~ssion's 

Recommendation for a Decision, for&~la 2 as contained in 

Mr Wallen's report (1) .. or an alternative fo;mulao 

9. The Cownittee also enphasized that the Council should 

be made aware of the urgen.cy of the above question. 

It pointed out that, at the close of the 
Participant's recent meeting, the Chainnan had: 

- said that he was waiting for a position to be 
adopted by the EEC; 

- remarked that once that position was known, he 
would go ahead with bilateral contacts as well as 
some other consultations (which arc in fact . planned 
from the end of October)~ 

- fixed the next plenary meeting of Participants in 
the Arrangement for 19, 20 &ld 21 November 1980 in 
Paris. 

On this point, the Committee noted that the Italian . 
delegation was suggesting certain technical arrangements 
for a gradual transition from the present matrix system 
to the formula 2 syste~. 

• •• / •• 0 
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10. Finally? the Council's attention is drawn to ~ 

second lli~resolved problem concerning the possible 
amendment of the Arrangement on gu.idelines, na.mely the 
amenwJent of the procedures currently prescribed by the 

Arrangement for tie.~ aid credits with a grant element 
f ./f (1 \ o . less than 25(0 ' ) 

There is no formal proposal on this point. 
However, it has already been discussed several times: 

~i th~B<=!.l}~ C2.81]~!Eb1~, where ei?ht dele.~ations are 
lnfavour Of the amendment'} whlle the rench 
delegation cannot support them~ 

at meetinp's of the Particinants most r ecently at 
1Jie"'iil'eettrig~inoc~fober-'r~r8~-whe~ all Part i c i pant s , 
except the C01I1"lluni ty which could not adopt a 
position~ highlighted the importance they attached 
to the amendmento 

(1) The runenrunent involves mainly: 
in the case of credi ts with a gr~"1.t element of less than 
15%, change from the present system of prior 
notification without discussion to prior notification 
with discussion~ 

in the cas e of credits with a grant element of 15% or 
more but less than 25%, change from the present system 
o~ inrrn~.s:iate notification to ~rior notification without 
dlScussl0n. 

• • ~./ 0 0 • 
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I . EXTRACT FRO~= THE COIJ.:IDTIQUE ISSUED, FOLLO';7ING THE 

eEeD COUNCIL I:EETING AT J'.1INISTERIAL LEVEL (Paris, 

3 end 4 June 1980) 

Einisters, having in mind their common aiE1 to 

o:xpm.ul vv-orld trade, gave their full support t,:) the 

efforts under '.-,flY t :) adapt the t8r:~-i.s of the 

Arrang:cnent on Export Credits to bring the',- closer 

t c current Inarket conditions and reduce dis-G orti ::' ns 

in export COli1.1Jeti tion, recoc nizing the differentiated 

treatment of developing countries ill. the Arrangem.ent . 

They Y-elcomed the imIllec1iate measure recently taken in 

the field of interest rates and encouraged the 

Participe..nts in the ArranGement t o pursue tl1eir 

efforts, 8,8 it ','·as ac reed 8..1110nc them., y.ci th a viev~ to 

reaching a E"lutually acceptable s C") lution by 

1 December 1980". 

II . EXTRltCT FROI-:I THE VENICE ST.f:'.IHIT DECLtlRATION 
1 (22 a~nd 23 ~tu~e 1980)( ) 

"32. ~!Y8 reaffirm our determination to avoid a harrn.ful 

export credit rac e. To this end ~.~ ·e shall work ~Ni th 

the other participants to strengthen the International 

Arrangement on Export Credits vi. th a vie\1\: to reaching 

a mutually acceptable solution covering all aspects 

of the Arrangement by 1 Dece::J.ber 1980. In particular, 

Yl e shall seek to bring its terms closer to current 

market conditions and reduce distortions in export 

competition, recognising the differentiated treatment 

of developing countries in the Arrcmgement . " 

(1) Tr2..tlslation Elade by the Council Socretnriat from the French 
communique 
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c..""" 

NEW COMMUNITY INSTRUMENT 

OF THE SECOND TRANCHE. 

. <77j 
DECISION ON THE REMAINING 100 M~A 

The Council considered in July the Commission proposal for a 

second tranche of the Ortoli facility (the alternative name for 

the New Community Instrument). The Council were unable to reach 

an agreement on the proposal to extend the definition of infra­

structure to cover loans for housing and advanced factories, and 

decided to return to this question in October, meanwhile releasing 

400 meua out of the 500 meua for the proposed second tranche on 

the same terms as the first tranche - excluding housing and advanc e 

f~~~9r~e ~~ The telegram reporting this discussion is attached. 

2. Since July, nothing has happened, which, objectively considered, 

seems likely to alter the position of any member state on this 
I 

question. The Commission have however produced a compromise (also 

attached) which suggests that -housing and advance . factories would 
~ . -- ~ 

;.e eligible for an O~li fac~:~.!.~,~JR§Jl ce-rr1.v·~~tJL~L 2roj ~ :ts 
would be of such a nature as to be eligible for an EIB loan. 

'---=.-~,=,.-~.=~~-.:-,;.,-.--=-- ---------. .-----._-- .----~---- ~ 

UK Interest 

3. From the point of view of the Ortoli facility itself, we have 

no direct interest in the coverage of the loans, as we are not 

large borrowers. We had earlier briefed the Chancellor to 

support the extended definition of infrastructure because we 

feared that a decision against it by the Council might prejudice 

our chances of having housing in particular accepted for a refund 

under the article 235 regulation implementing the 30 May agreement. 

Now that this regulation is to all intents and purposes agreed, 

this argument does not apply with the same force. Nevertheless, 

the Italians have supported the Commission proposals strongly 

(they have a direct interest in maximising their borrowings under 

the Ortoli facility, on which the receive their interest rate 

subsidies), and it would seem impolitic to abandon our support 

for their position t~quickly . Seo ondly, there is a valid argument 

that housing and advanced factories are as much a part of infra­

structure as telecommunications and water supply works (two of 

the categories covered by the existing definition). We suspect .. 
that the Commission compromise would be unduly restrictive, because 

in practice the EIB does very little lending on housing and 
./ 



• 0 RESTRICTED 

advance _ factories. There is also the point that if the 

criteria for the Ortoli facility are to be modeled so closely 

on the criteria for the EIB, why have a separate Ortoli facility? 
~ __ ._ _ ___ -0 o~---=_~ 

4. We would therefore recommend the Chancellor to continue to 

support the Commission proposal in itf:) Qrigi r;J8J .,:t;Qrm. £Qr a.t 
~-=-__ . __ .. 0._- _. .._ 

least as long as the Italians do. 

~~~ 
Line to Take 

5. Consider that the remaining 100 meua of the second tranche 

should be released on the terms originally proposed by the 

Commission. Housing and advanced factories seem to us to be as 

much a part of infrastructure as telecommunications and water 

supply works. 

6. ~t attracted by the Commission compromise. Suspect in 

practice it would be rather restrictive, and it ~ems a pity to 

deny the Ortoli facility a separate character from EIB funds :] 

7. fIf the Italians abandon their support for the Commission 

proposal? Would be prepared to fall in with the majority of the 

Coun6il ln the interest of settling this issue. Nevertheless, 
~ \ 

believe that neither housing nor adva~ced factories are inappro-

priate for Community finance, and would like that view recorded 

in the Council minutes. 

C J BAKER 
16 October 1980 
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ENERGY AND ECONOMIC POLICY 
3:;~' 

A COMMUNICATION FROM THE COMMISSION TO THE COUNCIL 

Expected treatment at Council 
The general feeling expressed by delegations at the Co-ordinating 

Group Meeting on 13 October was that there has been insufficient 
time to consider in any detail the full implications of the 
Commission's paper which has only been available in anything 

like its present form since the first week in October. We 
understand that at the Council meeting the Commission will 

therefore simply introduce the paper and invite delegations 
to comment if they so wish. Delegations may be expected to 
have a view on where the paper should be remitted for further 
study. The Council should not be invited to endorse the paper 

or its conclusions. 

Brief synopsis 

The purpose of the Commission's paper is to examine the links 
between energy problems and economic policy, and in particular 
how ' instruments of economic policy (especially taxation) could 

9 

be applied to help reduce the Community's energy demand and to 

diversify sources of supply. The paper conside~s the international 

dimension to the problem, including the difficulties raised by 

balance of payment deficit~ and its central thesis is for a policy 

based on energy pricing and investment. The Commission point to 

the importance of giving consumers the correct signals about the 

future trend of energy prices and emphasises the central and 

potential role of energy taxation. On energy investment the 
paper argues strongly for adequate investment particularly in 

energy savings, nuc lear electricity and coal. The paper concludes 
by inviting the Council to approve the guidelines it sets out, to 

convene meetings of the Finance Council annually "with appropriate 

representation ll (in earlier working drafts joint meetings with 

the Energy Council) to assess the adequacy of Member States energy 
programmes and to note that on these occasions the Commission 

will report on the possible contribution of Community resources 

to global investment. 
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Line to take 

?~ 
~. 

(a) Procedural - You should oppose any (unexpected) attempt 

to endorse the document or to adopt the guidelines in it 

or its conclusions. There has been insufficient time to 

. give the paper adequate consideration. You should there­

fore agree to the expected proposal for remission to 

officials for further study. Since the paper straddles 

economic and energy policies, it is unlikely that it can 

be adequately considered either solely by economic or by 

energy working groups. You will wish to ensure that 

fiscal matters at least remain within the Treasury Economic 

neto 

(b) Cont ent - There is no need to comment on the paper if it 

is being dismissed with only token discussion. If comment 

seems tactically advantageous, you might make the following 
(mostly instructive) points: 

We can welcome the EC support for the ' recy~ling role 

of the IMF and World Bank and the suggestion for improving 
~--------------------------------------~--------------~ 
the Community Loan Mech~nism. 

\" 

We also consider the paper is right to emphasise the 
~~------~~------

importance of the pricing mechanism in reducing energy 
.... 

de~and; - indeed the UK is under some att ack domestically 

for allegedly having higher energy prices in some areas 

than our EC partners. We can express some sympathy for 

l ook ing at/~ommon approach to the principles of energy 

pricing although actual prices may vary for sound economic 

reasons. 

We can agree that taxation has a r ol e t o play in energy 
~ 

policy by reinforcing the price slgnals glven by the -
market and on the need to keep the level of tax on 

petroleum products under regular review. But equally -national Governments must maintain their freedom of action 
~ 

on fiscal measures whose levels cannot be established on I 

energy policy grounds alone. 

On energy investment the Commission is already discussing 

with Member States whether there is a need for Community 

support and the role the Community might play. We clearly 

need to await the outcome of these discussions before 
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coming to any conclusions. The idea of a regular 

(annual) report to be taken at the proposed annual 

Finance Councils for considering Member States' 

energy programmes is an interesting one, but Member 
States will wish to consider with the Commission 

whether such a formalised system is in fact 

necessary. 

Attached as an Annex to these notes are s ome detailed 

comments on the points raised in the Commission's paper. 

PE1 Division 

37 

16 October 1980 
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ANNEX 

ENERGY AND ECONOMIC POLICY 

Below are some more specific points on the Commission's paper: 

The International Dimension of the Problem 

? (Ji 
~u 

In~ufficient information is given here for us to immediately verify the three 

"Community objectives l1 • As far as the suggestion for concerted consumer action 

is concerned, we can agree with the principle and the UK ~ is working in the lEA 

and EC to achieve this. But equally we would wish to avoid any tlconfrontationtt 
~-------------------------------------~ with OPEC which might provoke retaliation. 

-----------------------------------~ " 
Balance of Payments Financing 

We welcome the EC support for the recycling role of the IMF and World Bank. At 

their recent annual meetings it was agreed that access to the IMF should be 

increased to 600% of quota over three years to be financed by the Seventh Quota 

increase (now in process of ratification), by direct borrowing from members and 

if necessary from the market. 

The Finance Council will also have before it the Monetary Committee's report 

on recycling and the issues referred to in paragraph 8 of the paper are dealt 

with in the brief provided for that item. You will wish to note that we are 

in favour of improving the Community Loan Mechanism as suggested in sub-paragraph 
~ " 

(a), but are caut~ous about the Community issuing ECU denominated loans as 

suggested in sub-paragraph (b). 

Reducing Dependence on Improved Energy and Diversifying Sources of Supply 

A. The role of prices - We are fully in accord with our partners in regarding 

economic pricing as the cornerstone of achieving successful adjustment to the 

changed circumstances of the energy market. But the Commission never coherently 

identify a principle to govern pricing policy. Indeed there is more than-a hint , 

-



" 

that they think prices should be shaded up and other energy prices shaded down as 

compared with economic levels, to encourage diversification. UK policy is that 

energy prices should be set at levels aimed to cover the long term costs of 

supply. 

A "guiding principle" that there should be no decrease in the real price of 

petroleum products to the fuel consumer is proposed in the final sentence of 

paragraph 12. We 

unlikely to fall, bu 

~~~~..~~~~~~~~rice of petro~ __ ~ 

~~~~~~~~roduct prices are market determined d there 

are no price control mechanisms to adjust prices other than by taxation) if 

market pressures result in a falling real price. The principle has interventionist 

implicat ions. 

B. Planning of investments ~ The May Energy Council invited the Commission to 

assess whether there was a: need for Community support for energy investment and 

to report back. The Commission's work is still awaited. It would therefore be 

premature to discuss or take decisions on the Community's possible future role 

in energy investment until we have seen the outcome of the Commission's work. 

Our record on investment in substituting for oil is good. On coal we are the 

~mmunity producer and have the largest use in power stations. The­

Government's nuclear programme also represent_s a maJor 1nvestment commitment. 

,~-----------------------------------



CONFIDENTIAL 

FINANCE COUNCIL MEETING, OCTOBER 20TH 1980 

"Global Negotiations" at the United Nations 

Recommendation 

It would be very helpful if the Chancellor could find 
tI 

an opportunity to confirm with Herr Matthofer the importance 
of maintaining common cause with the US Government concerning 
the safeguard of the independence of the IMF and IBRD in these 
proposed negotiations. 

iackground 

2. A month ago, after two weeks of argument " the UN General 
Assembly in Special Session failed to a~ee on a definition of 

\0 

the objectives and procedures for the proposed Global Ne8~tiations 
on world economic issues. The breakdown arose because of the G??'s 
insistence that (i) the UN should be formally responsible for 
"conducting" negotiations and thus, for example, for "entrusting" 
work on monetary issues to the IMF; (ii) the UN should "reach 

I a package agreement" at the cBlmination of the negotiations; 
and (iii) the proceedings throughout should be subject to majority 
voting, except in the case of ttimportant matters", when a 
consensus (llnenimi'tYMould be required. 

3. President Carter decided to reject these terms because 
(i) they would confer an unacceptable measure of authority on 
the UN over the business of the Fund and Bank, and (ii) that 
the "consensus rule" would in practice be an inadequate safeguard 
against mounting political pressures in the UN as the negotiations 
proceeded. In brief, he concluded that the procedure proposed 
would involve a serious threat to the autonomy of the Fund and Bank. 

CONFIDENTIAL 

-
ADl)m(.1\~t 
8rllffillf(r 



CONFIDENTIAL 1ft 
4. His position was supported both by HMG and by the FRG, 
but by no other industrialised countries, either within the 
:00 or outside it. The G7? attempted to pass over the result 
last month as ,8 " tlconsensusfl decision with three dissentient 
voices.(fhis in itself was a vindication of apprehensions 
about the way in which "consensus" would be construed). 

5. Over the last month the US authorities have clearly 
confirmed their views to ourselves and to the Germans. 
As to the latter, H~r Gens~her told Lord Carrington on the 
25th September that he thought the US/UK/FRG tactics had been .. 
mistaken, and that he hoped to secure change3 in the German 

~ositi~ after the e lections. On the other hand, State S~retary 
Lahnstein of the Federal Finance Ministry has recently reassured 
Treasury officials that he is confident that the Germans'stance 
will be maintained. 

Prospects 

6. Discussion in New York will probably be resumed in the 
General Assembly on or after November 17th. Its character will 
be affected by the outcome of the US Presidential Election. 
If Governor Reagan ~eelected, the G77 are likely to acquiesce 
in a postponement of/issue until some time in early 1981. 
If President Carter is re-e1ected, informal discussions are likely 
to start up again early next month. In that event we cannot 

that 
exclude the possibility ~:I the US position might vacillate 

somewhat unpredfctably (as it has done in thepast). This makes 
it all the more important that the Anglo-German ent,tnte: on 
this issue be preserved and strengthened. We intend to take every 
opportunity of so doing. Lord Carrington will be briefed in the,::. 
same sense for the EC Foreign Ministers'informal meeting on 
25/26 October, and for the Political Co-operation Meeting on 
4th November. 

7. Our view is that it would be premature and undesirable for 
HMG or for the FRG to consider, at this stage, possible amendments 
to the draft which was rejected on September 15th; it would be 
for the US themselves, we believe, to suggest a formula in the first 
place (they are engaged in informal talks with the G7?). 
AEF2 Divn. Addressed to:Mr.C.J.Baker(for 
16 Oct 1980 Briefing for Council 

Meeting) 
(Circulation - P.T.O.) 



AIDE MEMOIRE ON THE UK ECONOMY 16 October 1980 

f'RESENT SITUATION 

GDP average estimate fell by almost 2 per cent in Q2 1980, and in HI 1980 was 1 per cent 
---- I 

below its average level throughout 1979. Industrial output in the eight months to August 

1980 was 4 i per cent lower, and 'manufacturing output 6 i per cent lower than the average 

levels throughout 1979. 

Consum ers' expenditure fell by 2 i per cent in Q2 1980 to the overall level in H2 1979. 

Retail sales in the 3 months to August 1980 were 1 per cent below the level of the previous 

3 months. The volume of exports (less erratics) fell 51 per cent in August: the trend in the 

second half of 1979 and the first half of 1980 had been flat. The volume of imports (less 

erratics) fell 81 per cent in August: the trend since the beginning of 1980 has been 

downwards. Manufacturing investment in HI 1980 is estimated to have fallen 5 per cent. 

Distributive an~ service industry investment (excl. shipping) rose 2 per cent in HI 1980. DI 

investment intentions survey (conducted in April and May) suggests fall of 8-12 per cent in 

manufacturing investment in 1980 and a similar fall in 1981; distributive and service 

industries (excluding shipping) investment expected to increase not more than 5 per cent in 

1980. Manufacturing, wholesaling and retailing stocks fell substantially iIJ- HI 1980. 

Unemployment (UK, seasonally adjusted excluding school-Ieavers) was 1,784,000 (7.4 per 

cent) at September count, up 88,000 on August. Vacancies fell for 15th month running to 

113,000. 

Wholesale input prices {fuel and materials} rose 17 i per , cent and wholesale output prices 

("factory gate") rose 14l per cent in the year to September. The year on year RPI increase 

stood at 16.3 per cent in August compared with 16.9 per cent in July and 21.0 per cent in 

June. Average earnings in August were 21.6 per cent higher than a year earlier compared 

with 18.9 per cent in July (however the latter figure was biased downwards due to special 

factors). RPDI was little changed in Q2 1980. The average level in HI 1980 was 1 i per 

cent higher than the average level throughout 1979. 

PSBR was £4.47m (seasonally adjusted) in the first quarter of 1980-81. CGBR was 

£7.77 billion in the first half of 1980-81 {not seasonally adjusted}. The CGBR is usually high 

in the first part of the financial year but this trend is more pronounced than usual in 1980. 

In banking September sterling M3 increased by £390m {0.6 per cent}. MLR reduced to 16 per 

cent on 3 July. 

Visible trade surplus of £693m in Q3 1980 followed a total deficit of £933m in the two 

preceding quarters. Estimated current account surplus of £688 in the 9 months to 

September. Reserves at end-September $27.64 billion. The exchange rate was $2.4075 on 

15 October (having reached $2.4200 on 4 September); the effective rate was 76.6. 

NB. September figures for the RPI and retail sales are due to be published on the 17 and 

20 Oetober respectively. 

\ \ 
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INTRODUCTION 

The Committee1s Opinion on issues rai sed by the r ecycling process 

(doc. 11/267/80 dated 4 June 1980) was referred to the CounciL meeting on 

9 June 1980; the CounciL then caLLed upon the Committee to examine the foL­

Lowing point s in greater depth : 

10 the Community's roLe in the recycLing process in the framework of the 

internationaL organisations; 

2 . the Community loan mechanism and the other Community instruments for rec y­

cLing in favour of the member countries of the Community; 

3 . the instruments for recycLing in favour of third countries (e.g. th e possi­

biLity of opening a window for third countries in the Community Loan mecha­

nism); 

4 . the Link between adjustment and financing, probLems of surveiLL ance and 

"earLy cond itionaLity"; 

5. co-financ ing and trianguLar operations; 

6 . costs and ri s ks (guarantees, transformation, etc . ), resources avaiLabLe and 

tentative quantification of possibLe actions. 

Part I of this Report examines the Community1s roLe in rec ycL i ng in 

favour of member countries, through an adjustment of th e Community Loan mecha­

nism, and the reL ated questions of conditionaLity, surveiLLance and the mix 

between adj ustment and financing; the other point s of the CounciLls mandate, 

incLuding the aspects of recycLing to non-member countries, a re examined in 

Part II. The Committee has furthermore deLivered a separate Op inion on another 

issue reLevant to recycLing, i.e. the use of the ECU as a denom inato r for Loans 

fLoated by the Community institutions (doc. 11/397/80 dated 8 September 1980 -

in Annex) . 

The Committee wouLd point out that the present Report shouLd be seen 

as compLementa ry to its Op,inion of 4 June 1980, in which the i ssues raised by 

the recycLing process were examined in their generaL terms and in a broader 

context . In particuLar, the Opinion defined recycLing as "a process by which 

the surpLuses run by certain countries - in this case the oiL-producing coun­

tries - are made avaiLabLe to count ries in baLance .of payments deficit • 

. . . / ... 
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This process is based to a Large extent on internationaL financial interme­

diation, both pubLic and private, which makes possibLe a certain transforma­

tion between the forms of investment offered to the surplus countries and the 

financing terms offered to the deficit countries". Furthermore, the Opinion 

stressed that "the buLk of the recycling activity wiLL continue to be carried 

out by the internationaL financiaL markets and the commerciaL banks ••• sup­

pLemented by an expanded activity of the internationaL organisations, and 

primariLy of the InternationaL Monetary Fund, the Wor.Ld Bank and the regionaL 

deveLopment banks". The Community as an entity must on the one hand support 

the efforts made in this wider internationaL context, and on the other has a 

particuLar roLe of its own to pLay in the context of the present payments 

imbaLances. 

I. ADJUSTING THE COMMUNITY LOAN MECHANISM 

The Committee has devoted itself to examining how the Community Loan 

mechanism set up in 1975 should be adapted to the requirements of the new struc­

ture of external payments disequilibria, the aim being to improve its effec­

tiveness and enable the Community to contribute to the harmonious deveLopment 

of the recycling process. In this part of the Report the Committee studies the 

problems connected with the financing of the deficits of Member States. 

1. Aim, duration and ranking of the mechanism 

1.1. According to Article 1 of Regulation (EEC) NO 397/75 which set up the 

mechanism, "the Community may undertake a series of operations to raise funds, 

either directLy from th"ird countries and financial institutions, or on the capitaL 

markets, with the soLe aim of re-lending those funds to one or more Member 

States in balance of payments difficulties caused by the increase in prices 

of petroleum products" .. 

The Committee feeLs that the wording of this Article shouLd be clari­

fied. It accepts the notion of "sole aim" if it is understood that its inten­

tion is merely that of ensuring that the Community borrows soLely in order to 

re-Lend to one or more Member States. As regards the cause of the balance of 

payments difficuLties, the Committee is of the opinion that the relevant phrase 

should read as folLows: "balance of payments difficulties directly or indirectLy 

related to an increase in prices of petroLeum products". 

• • • 1 • •• 
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1.2. As regards the du r ati on of the mechanism, which was not specified 

in the 1975 ReguLati on , the Committee feeLs that the CounciL shouLd in five 

years ' time, on the bas is of a report from the Commission, examine whether 

the Community Loan in its principLe; its arrangements and its ceiLing stiLL 

meets the needs which Led to its creation. 

1.3 . Since it does not directLy invoLve the commitment of member countries' 

foreign exchange reserves, this instrument is stiLL, as far as its generaL 

design is concerned, weLL suited to the requirements of recycLing . Ther e is 

however, the question of whether any order of priorities shouLd be assigned , 
to the way in which caLLs are made on the various resources avaiLabLe to the 

nationaL author"ities to finance an externaL payments deficit (inter'nationaL 

cap itaL markets, Community assistance, IMF faciLities). Th e Committee discus­

sed this question and concLuded that no a priori position shouLd be taken on 

the matter, so as to be abLe to react to circumstances in the best way possibLe. 

The CounciL Decision of 8 May 1964 on co-operation between Membe r 

States in the fieLd of internationaL monetary reLations (64/301/EEC) provides 

that "consuLtations shaLL take pLace within the Monetary Committee in respect 

of any imp ortant decision or position taken by Member States in th e fieLd of 

internationaL moneta ry relations and concerning in, particular: recourse 

by a Member Stat e to resources which can be mobiLised within the framework of 

internationaL agreeme nts". It is in the framework of these consuLtations that 

the ranking of caLLs on the various sources of fin an cing couLd be examined. 

SimiLa rly, the Committee did not consider it usefuL to attempt to 

estabLish pr iorities in the recourse to the medium-term financiaL assistance 

and the Community Loans. Cases are possibLe in which onLy one of the two couLd 

be used , and others in which both couLd be used simuLtaneousLy. In th e present 

situation, with aLL the Member States running current payments deficits, financ­

ing by Commun i ty borrowing, in accordance with th e needs of recycLing, may be 

the form of Community suppo rt which couLd most easiLy be mobiLised in practice. 

2. Techniques 

Experience of the past Lending operations has shown that the procedure 

for impLement ing the mechanism is at times excess iveL y rigid 

.•. I ••• 
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2.1. Raising the Loan (articLe 2 of ReguLation (EEC) NO 397/75), after a 

Loan appLication by a Member State, requires th e CounciL, after consuLting the 

Monetary Committee, to authorise the Commission to negoti ate with the Lender s; 

the Monetary Committee must again be consuLted after the negotiations, and fi ­

naLLy, a furth er Counci L decision is required to author ise th e borrowing and 

Lending operations invoLved. Experience has shown this procedure to be Lengthy -

in the first impLementation of the mechanism, approximately one year intervened 

between the initial request and the funds' disbursement - and too cumbersome, 

in that it does not aLways permit the Community to adapt easiLy to market 

conditions. 

The Committee considers that this procedure shouLd be simpLified so 

as to , if possible, reduce the references to CounciL to onLy one: the CounciL's 

roLe couLd consist in authorising the Lending of a specified amount for a spe­

cified country (and the corresponding borrowing), and in simuLtaneousL y setting 

the econom ic poLicy conditions before the concLusion of the negotiations with 

the Lenders; the ensuing operations wouLd be carried out by the Commi ss ion in 

consu Lt ati on with the Moneta ry Committee. 

2.2 . Experience with Loans that have been made under the mechanism has 

revea Led one unsatisfactory feature, nameLy that a country that had borrowed 

through the mechanism and was in a position to repay its borrowings ahead of 

their due date was not able to do so because there was no means whereby the 

Community itseLf couLd prematureLy redeem the funds which it had borrowed and 

on-Lent . Th ere is not much sense in setting economic poLicy conditions for a 

Member State whose position has a lre ady recovered and is ready to repay a Loan 

gran ted to it. Therefore, whenever a borrowing member so wished and agreed to 

the te rms of the borrowing thi s wouLd invoLve, explicit provision shouLd be 

made for the possibiLity of earLy repayment. ALLowing advance repayment cLearLy 

impLies having recourse to the usuaL borrowing formuLae prevaLent on the market, 

which wouLd exp ressLy contain an earLy redempti on cLause. 

2 .3. Instead of giving preference to the issue of bonds as has been the 

case hitherto, the Commis5ion shouLd dispose of the necessary fL exibiLity in 

its borrowing operations , both to faciLitate the possibiLity of earLy repayments 

discussed above and to make the best of market conditions . It shouLd thus be 

... • 1 • •• 
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abLe to have recourse to the other instruments avaiLabLe on the markets and 

to new instruments such as ECU-denominated Loans, and it shouLd expLore and 

deveLop the poss ibiLities of borrowing directLy from surpLus countries. In 

practice, however, variabLe rate Loans shouLd not be given preference over 

fixed rate borrowing; they shouLd in particuLar be avoided as far as possibLe 

when borrowing directLy from surplus countries. At aLL events, Loans denomi­

nated or payabLe in the currency of a Member State shouLd be issued onLy after 

the agreement of the competent nationaL authorities. In this context, the pro­

vision under ArticLe 2 of Regulation (EEC) NO 397/75, whereby the average 

period of Loans may not be Less than five'years, shouLd be made more fLexibLe, 

it being understood that the Community shouLd not engage in maturity transfor­

mation. It is therefore suggested that the period of Loans shouLd be subject to 

mutua L agreemen! between borrowing Member States and the Commission~ in con-, 

suL tati on with the Monetary Committee. 

3 . ConditionaLity 

3.1 . As requested by the CounciL, the Committee proceded to define the 

modaLities which might govern the concept of early conditionaLity mentioned 

in its Opinion of 4 June 1980. In practice this means that a country may have 

recourse to the Communi ty Loan before serious baLance of payments difficuLties 

have arisen,rather than after a situation of manifest crisis. This impLi es 

an approp ri ate concept of conditionaLity. It is in fact in the Community' s in­

terest to promote adjustment in a member country, through the contribution of 

even a modest financing, before this country reaches a situation of manifest 

crisis . On the other hand, a country may have an interest in relying on Commu­

nity conditionality to promote the adoption of an, adjustment programme vis-a­

vis its own pubLic opinion. 

3 . 2a Graduation of conditionality. ConditionaLity shouLd aim at restoring 

a susta inabLe balance of payments situation and shouLd concern not only the 

dema nd side but pLace greater emphasis on the structuraL adaptations required 

in the medium term, particuLarLy as regards energy . This concept of conditiona­

Lity shouLd at the same time contribute to increased convergence in the Commu­

nity . Cond itionality itself wilL have to be adapted to the situation of the coun­

try seeking a loan, particuLarly to the sustainabiLtiy of the forecast deficits 

having regard to the country's externaL indebtedness and to the possibiLities 

of fina ncing these deficits. The more serious the member state's economic situ­

ation , the more specific endeavours on the supply side, particularLy in the 

energy fieLd~ wiLL have to be suppLemented by generaL adjustment measures on 

..... 1 ••• 
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the demand side . This may impLy setting monetary or fiscaL targets. These 

targets wouLd be set at r egu Lar intervaLs by the CounciL , acting on a proposaL 

by the Commission and after consuLting the Monetary Committee; compLiance 

wouLd be monitored, at reguLar intervaL s , jointly by the Commission and the 

Commi ttee~ It may be desirabLe for the Loan to be disbursed in successive 

insta Lments, the reLease of each instalment being subject to compLiance with 

t~~ ~~o~~a~me~~ obje2~i0~s. 

3 .3. CounciL procedures. In practice the situation of a country fa~ing 

baLan ce of payments difficuLties and intehding to adopt an adjustment programme 

and to have recourse to a Community Loan wouLd be assessed by the CounciL on a 

proposa L by the Commission, after the Monetary Committee had been consuLted and 

had made its e~amination.· The CounciL couLd grant a Community Loan 'against the 

country ' s undertaking to conform to an adjustment programme, whose nature and 

vaLidity wouLd be the subject of a Monetary Committee opinion. Furthermore, ac-

cording to the seriousness of the situation, or its deveLopment, the country 

couLd be asked to respect specific quantified targets. 

3 . 4. Procedures in the Monetary Committeea The Committee feeLs that a 

mutuaL information and monitoring procedure on the baLance of payments and ex­

ternal indebtedness positions of all member countries and on the policies pur­

sued in these areas shouLd be established. Essentially this wouLd mean reinforc­

ing and making more systematic the exchange of information which already takes 

place. Such a procedure faLLs within the Committee1s competence, and the Com­

mittee has agreed to estabLish it as soon as possible. 

4 . Gua rantee 

4.1 . In the event of default by the final borrower, the guarantee arrange-

ments for the Community's creditors consist in participation by the Member States 

in accordance with a procedure laid down in Article 6 of Regulation (EEC) 397/75 

and in Articles 1 to 9 of ReguLation (EEC) 398/75, and in a token entry of the 

liabiLities in the Community Budget to ensure that the creditors are paid without 

delay . 

4.2. The Committee stressed that - as the experience of past decades has 

shown - the Likelihood of default by any Community Member State i s practicaLly 

nil and it is in this Lightthat it examined whether the present dual-guarant ee 

system ought to be maintained. It is clear that the present system wiLL remain 

in force with respect to the Community's Loan operations carried out under 

Regulatio ns (EEC) 397/75 and 398/75. 
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SeveraL members f e Lt that the entry in the Community's Budget consti­

tutes in itseLf a commitment by the Community - i.e. by the Member States -

which is suff icient to satisfy Lenders and that there is consequentLy no need 

for a spec ial or adjacent guaranteem Abolition of the system of guarantees by 

the Members States wouLd correspond to the Community nature of the instrument 

and make it simpLer to impLement. Payments in the event of default wouLd be made 

acco rding to normaL budgetary procedures. Other members feLt the maint enance 

of the present dual-guarantee system would be preferable, either because they 

feLt that every effort should be made to avoid exhausting at some date the 

Community budget's financing capacity, or because they questioned the interpre­

t ation the markets could give to the scrapping of the counter-guarantees by 

the Membe r Stases . 

4.3 . It should be noted that, were the counter-guarantee system by Member 

States to be maintained, certain member countries would submit an increase in 

the amount of the Community loan authorised by the CounciL to a parliament ary 

procedure, which would resuLt in a further deLay, as happened in 1975 when the 

sys tem was se t Upm Between the Council's politicaL decision and the terminat i on 

of the procedure in the Last country, the deLay could thus be Long enough for 

a modificat ion of the internationaL financiaL environment to intervenes 

5 • Ce i Ling 

The Committee feeLs it adv isable to recommend the foLLowing adjustmentse 

It points out in this respect that, if these modifications are adopted, they 

will require a decision in the form of a Council reguLation and, particuL arLy 

if the Membe r States' counter-guarantee system is maintained, certain member 

countries might find themseLves bound to the precedent of 1975 to make their 

agreement subject to parliamentary procedure. 

501 . Denomination . In conformity.with other decisions taken within the 

Community, the ceiLing shouLd be denominated in ECU and not in US doLlars. 

5 . 2 . CaLcuLation of the ceiLing~ Interest on borrowing operations shouLd 

hencefort h be excLuded from the ceiLing, in Line with normaL internati onaL prac­

tice in the matter: the ceiLing fixed by the CounciL wouLd therefore reL ate onLy 

to the principaL . As an exampLe, appLying this new method to the nominal figure 

authorised at present wouLd - in the present market conditions - entail an in­

crease of about one half in the borrowing capacity. 

. .. / ... 
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5.3. Definition of the ceiLing. The ceiLing shouLd be considered as a 

Limit on aLL outstanding amounts, i.e. the borrowing and Lending resources 

wouLd be reconstituted as and when repayments were madea If a margin can be 

reconstituted, there is no need to return to the CounciL each time the ceiLing 

is exhausted, it being nevertheLess understood that each activation of the 

mechanism is subject to prior authorisa ti on by the CounciL. 

5.4m Increase in the ceiLing. The general feeLing of the Committee is that 

the ceiLing shouLd be increased from that'decided in 1975 (3 biLLion us doLLars 

in principaL and interest payments)u The modifications described above wouLd 

by themseLves, if adopted, entaiL a significant increasew 

5.4. 1 " Certain arguments may be put forth in support of a more substantiaL 

increase 

the erosion in the ceiling's reaL va Lue since 1975; 

the need to reverse the decLine in the present ceiLing in reLation to the 

size of the internationaL capitaL market, whos e annuaL voLume of operations 

has tripLed since 1975; 

the Community's current deficit is at present Larger in proportion to trade 

and output than was the ,case foLlowing the Last oiL shock and is expected 

to persist for Longer; a higher ceiLing ;s thus necessary for the mechanism 

to contribute sign ificantLy to recycLing; 

whiLe after the first oiL shock there was stiLL a number of surpLus'countries 

whithin the Community , now aLL Community countries are in current deficit; 

the desire for coherence with the increase in the size of the credit mecha­

nisms decided when the European Monetary System was set up, in order to have 

the same credibiLity and positive announcement effects on the exchange mar­

kets : it must be observed in this regard that in spite of their significant 

resources the two mechanisms have not been used, which confirms their psy­

choLogicaL effect; 

the need to aLLow a number of Large borrowers to have recourse to the mecha­

nism simuLtaneousLy without exhausting its faciLities, in contrast to the 

present situation (over 80 % of the funds avaiLabLe were promptLy taken up 

by Loans to two membe r countries). 

. .. / ... 
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5.4.2. Other arguments may be put forth in support of a more modest increase 

the higher level of reserves, not Least the resuLt of the gold valuation 

within the EMS, and the reLatively high credit worthiness of alL Community 

countries create a better basis for the financing of deficits which is now 

becoming necessary; 

when the EMS was set up, short-term monetary support and medium-term finan­

cial assistance were more than doubled, in order to give a credible guaran­

tee of the stability of exchange rates as regards the foreign exchange mar­

kets; neither of the two instruments has been used so far, which therefore 

leaves a borrowing margin available; 

in order to maintain the high credit standing with regard to its various 

borrowing instruments, the Community must give an example of a discipLined, 

not a permissive policy; 

it must be demonstrated both internally and internationally that the first 

priority is themost rapid adjustment possible to the changed conditions of 

the world economy; 

the Community should not compete too hard for OPEC funds with other methods 

of recycLing of special importance throughout the world, e.g. direct chan­

neLling to the developing countries, making funds available for the IMF and 

the World Bank, etc~ 

5 .4. 3. The members of the Committee who support the first set of arguments 

(5 .4.1.) consider that it would justify a ceiLing of between 10 and 15 billion 

ECU~ The members of the Committee who support the second set of arguments 

(5 . 4u2 .) consider that it would justify a ceiling of between 4 and 5 billion 

ECU . Some members however could sympathise with some of the arg ument s presented 

in 5.4.1. and some of the arguments presented in 5.4.2. They therefore felt 

that a compromise should be found between the two ranges indicated above . 

In a ll cases, the Committee members based their assessments on the 

assumption that the proposals advanced in paragraphs 5.1, 5.2 and 5.3 are adopted • 

. . . / ... 
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5.4.4. SeveraL members pointed out that fixing a ceiLing is essentiaL onLy 

if it were decided to maintain the counter-guarantee system subscribed by 

Member States. In fact, the CounciL is caLLed upon to decide, in each particuLar 

case, the amount of the borrowing operations authorised and therefore remains 

master of the overaLL voLume of such Loans. One couLd therefore refrain from 

preventive Ly fixing the ceiLing for such operations and assess the size of the 

envisaged Loans each time the activation of the mechanism is requested . 

5 . 4.5e As a formation of independent experts, the Committee has the generaL 

feeLing that a compromise around 7 biLLion ECU wouLd have some chance of being 

a point of equiLibrium and wouLd not pose particular financiaL or technic aL 

probLems (1). " 

II. OTHER ASPECTS OF RECYCLING 

These other aspects cover points 1 (internationaL organisations), 

3 (recycLing for the benefit of non-member countries), 5 (co-financing) and 

6 (costs and ris ks) on the List drawn up by the CounciL. Th e Committee1s work 

on these points is a foLLow-up to the Opinion of 4 June : it continues the 

anaLys is and defines certain soLutions. 

6 . Costs and risks 

The Committee started by drawing a distinction between the "recycLing" 

aspect and the "aid" aspect of the probLem of assistance to the deveLoping 

countr ies, in order to deaL onLy with recycLing proper it is nevertheLess 

aware not onLy of the need to increase development aid so as to enabLe the 

poorest count ries to overcome their difficulties, but aLso of the fact that 

intervention by pubLic bodies in the recycLing process wouLd entaiL shouLdering 

part of the ri sks and costs - transformation costs, possibLy exchange risks 

and defauLt risksc 

(1) The aLternate members' of two countri es preferred not to take a position 
on t his po i nt • 
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7. The Community and the internationaL institutions 

In its Opinion of 4 June, the Committee considered that the Bretton 

Woods institutions have an essentiaL roLe to play and caLLed on the Community 

to pL ay an active and unified roLe within these institutions, and to support 

new initiatives aimed at improving and expanding that roLe. The Community 

shouLd in particu Lar support the proposaLs for the IMF to borrow directLy from 

surpLus countries, for better coordination between the IiMF, the I BRD and re­

gionaL financiaL organisations, and for the deveLopment of consortium-type 

operat ions and structuraL adjustment Loans. The Community shouLd endeavour to 

coordinate its interventions in the fora in which internationaL monetary ques­

tions are di scussed, not qnLy in the Bretton Woods institutions but -aLso - in 
" the present context of gLobaL ne got iations - in organisations such as the 

United Nations . This means . defining a common position in advance, or, at the 

very Least, co-ordinating more cLoseLy the positions upheLd by the Member Sta­

tes' representatives in these institutions. The Monetary Committee couLd be 

invited to intensify its action in this fieLd. 

8. Third country financing 

8.1 . For geographic and poLiticaL reasons, non- member countries have diffe-

rent reL ations with the Community acco rding to whether they are candidates for 

accession (or potentia L candidates), associated countr i es , ACP countries or 

other countr ies. The Committee is aware of the fact that the assessment of the 

probLem can be moduLated according to membership t o one or othe r of these groups. 

8 ~ 2. The generaL feeLing of the Committee i s that the formal opening in the 

Community loan mechanism of a speciaL window for non-member countries is not 

appropriate at this time. The Community cannot take the pLace of the IMF, which 

is equipped to deaL with international payments imbaLances, has the mech an isms 

to induce borrowers to adopt the appropriate adjus tment poLicies and where, 

LastLy, the main parties to the recycling process are represented. The Communi~ 

ty ' s roLe must be to support the efforts of the Fund, and even to supplement 

its action in certain spec ific ca ses by making its own or its members' contri­

bution to soLving a part ic~L a r probLem. 

. .. / ... 
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8.3. ALthough it feLt that a window in favour of non-member countries 

shouLd not be opened when the Community Loan mechanism is adjusted, the Com­

mittee nevertheLess considers that for certain countries and in certain cir­

cumstances, the Member States and the Community couLd take part in joint mea­

sures for the benefit of countries in serious payments difficulties. This has 

happened in the past and it shouLd not be ruLed out that it might happen in 

the future. By way of exampLe, these measures have taken various forms in the 

past: rescheduLing of the externaL debt, granting of guarantees, action on 

export credits, acceLerating the implementation of financiaL protocoLs, etc. 

The countries particularly concerned are those which, because of their geogra­

phicaL proximity or their poLiticaL and commerciaL Links, maintain cLose re­

Lations with t~e Community. The Committee considers that when such 'actions are 

undertaken, it would be advisabLe for the member countries to confer together 

at Community LeveL and even, if necessary, for the Community as such to parti­

cipatem It aLso felt that, despite the speciaL nature of these measures, their 

design and impLementation must foLlow a number of guiding principLes. Thought 

must be given to these guiding principles within the Community - a task which 

the Committee couLd assume. Thus, not onLy couLd these ad hoc measures be made 

more effective,but aLso the functioning of the normaL financing instruments 

need not to be distorted by the pressure of events. 

9 m Co-financing and triangular operations 

9.1. The Community can make a third contribution to strengthening the re-

cycLing for the benefit of both its members and non-member countries by con­

tinuing and expanding the co-financing and trianguLar financing operations in 

which certain Community institutions are aLready invoLved. 

9.2. The EIB is already carrying out Loan operations for the benefit of 

non-member countries and its borrowing operations on markets outside the Com­

munity draw partLy on the savings of the oiL-producing countries. It aLso con­

tributes to the recycLing process, as does the EDF, by associating oiL capitaL 

in co-financing operations. Thus, under the first Lome Convention, the EDF and 

the EIB contributed 17 % and Arab funds 19 % to financing a group of co-financed 

projects totaLLing 3.2 biLLion EUA. 'Co-financing operations have aLso been 

carried out under association agreements, with the Mediterranean countries and 

in connection with aid to non-associated deveLoping countries. 

. .. / ... 
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9m3. In the future, these operations are LikeLy to deveLop and muLtipLy, 

both under the new Lome Convention (five articLes of which are excLusiveLy 

devoted to co-financing arrangements) and under the new financiaL protocoLs 

in preparation" The past and future deveLopment of these operations is LargeLy 

due to the attraction for the holders of Large funds of the Community's acti­

vity in the fieLd of project financing, because of the experience it has ac­

quired, the tested procedures at its command, and the administrative technicaL 

and financiaL aid it can grant. The Committee i s aware of the importance of 

the Community institutions V efforts to de~eLop this type of operations. It 

feeLs that in this area it is desirabLe for co-operation with the surpLus oiL 

countries and their institutions to be increased in the most appropriate forms 

by the authorities responsibLe for the various financiaL instruments. 

10u Characteristics of financiaL assets 

An essentiaL aspect of the problem is that of defining the characteri s­

tics of the financia L assets which best meet the requirements of recycLing: on 

the one hand, every effort shouLd be made, in the interest of deficit countries, 

to obtain as favourabLe conditions as possibLe; on the other, attention must 

be given to offering surpLus countries assets which are sufficientLy attractive. 

The examination and testing of the appropriate formuLae in this area is being 

activeLy pursued in numerous national and internationaL quarters, both officiaL 

and private. The Monetary Committee considers that, given both the trade links 

between oil producers and member countries and the reLations uniting the latter 

within the European Monetary System, the Community shouLd actively participate 

in this research and seize on the occasions which arise to adopt a common atti­

tude and to promote the most effective financiaL innovations possibLe. The exa­

mination of the characteristics of the financiaL assets which best meet the re­

quirements of recycLing shouLd continue and invoLve a detaiLed discussion on 

subjects such as the choice of the duration of the securities, formuLae for 

borrowing at variabLe rates, the dist ribution of exchange risk. As to the uti­

Lisation of the ECU, the Committee recentLy adopted an opinion which is annexed 

to the present report . 

* 

* * 



ANNEX 
EUROP EAN COMMUNITIES 

.... S.rus.s.e.Ls ......... .. .... f • •••• S September 1980. ........ . 
Mone t ary Committee 1I/397/S0-EN 

OPINION ON THE USE OF THE ECU AS DENOMINATOR FOR LOANS BY THE COMMUNITY 

The way in which the ECU is used and deveLops is of great importance for 

the future of the European Monetary System and its institutions, which the 

Committee is now studying at t he request of the CounciLc The use of the ECU 

couLd also be reLevant to recycLing, which is th e subject of a further. remit 

by the CounciL to the Committee. 

As suggestions have been put forward in various Community bodies that 

the ECU be used as denominator for loans fLoated by the Community institutions, 

the Committee would point out that in its opinion the following considerations 

shouLd be taken into account : 

'1. In order to aequiresufficient experience with ECU-denominated issues~ 

their continuity must be "ensured.For market reasons, it is the~~fbr~ 

necessary that such is~ues be ' repeated. An experimental isolated issue 

is of no interest in itself. 

2 . For r easons of consistency, care must be taken to see that the solutions 

devised for the technicaL probLems arising in defining the characteristics 

of an issue are closely co-ordinated and are homogeneous between the 

various Community issuers. 

3. The Community's excellent credit standi ng and the quaLity of the ECU in 

relation to other numeraires offer the prospect of ECU-denominated issues 

being made on good terms. When a reasonabLy broad market in such issues 

had developed they might, if conditions are right, be made at a somewhat 

mo re favourable interest rate than the weighted average of the interest 

r at es attaching to Loans denominated in the currencies of Member States. 

In the initial stages however the narrowness of the market may prevent 

this. 

Prov isional add r ess: Rue de la Loi 200. B-1 049 Brussels - Telephone 7350040/7358040 - Telegraphic address: "COMEU R Brussels",­
Telex: "21877 COMEU B" 
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LEGAL IMPLICATIONS OF ADJUSTING THE COMMUNITY LOAN MECHANISM 

10 WhiLe it does not consider itseLf quaLified to decide on the 

questions of LegisLative, budgetary and accounting procedures impLied 

by adjustments to the Community Loan mechanism, the Monetary Committee 

draws attention to certain consequences of the changes it proposes. 

2 . It is understood that it is for the CounciL, acting unanimousLy, 

to determine the adjustments to the mechanism at present in force by a 

reguLation adopted on the basis of ArticLe 235 of the Treaty; however, 

the question of whether the Member States shouLd make their agreement 

subject to a nationaL parLiamentary procedure has not been settLed. 

Three arguments have been put forward : 

3. 

SeveraL members feLt that a nationaL parLiamentary procedure is not 

required when the CounciL adopts a decision under ArticLe 235. The 

r eguLat i on adjusting the Loan mechanism wouLd therefore be immediately 

appLicabLe even if the present duaL-guarantee system were maintained, 

and aLL the more so if it were aboLished. 

Other members feLt that if the Member States maintained the counter­

guarantee system, any change made to the Community Loan mechanism wouLd 

be subject to a nationaL parLiamentary procedure. This requirement wouLd 

disappear if the duaL guarantee were aboLished. 

Some members feLt that a nationaL parLiamentary procedure was necessary 

in order to adopt the changes made to the existing mechanism even if the 

system of counter-guarantees by the Member States were aboLished. 

The Committee feeLs that, whatever the guarantee system adopted, 

the contractual obLigation for servicing the debt devolves on the Community, 

as the institution issuing the Loans. 

. .. / ... 

I 
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Under the present duaL-guarantee mechanism, the Community budget 

must, in the event of the debtor Member State finding it impossibLe to meet 

its ~ommitments, assure the payments attaching to the toans out of its cash 

funds, untiL the refinancing mechanism is activated. The other Member States 

acquire a cLaim on the Community, and this claim is extinguished at the 

latest when the borrowing Member State has returned to solvency and can repay 

the instalments due. 

If the counter-guarantee mechanism were abolished, the Community -

still in the event of impossibility for the debtor Member State to meet its 

commitments- would take responsibi l ity fo'r s·erv;cing the debt in accor­

dance with normal budgetary procedures Ceg. supplementary or amending budget). 

Irrespective of the guarantee system adopted, since the guarantee 

is represented by a token entry, the co·r·re·spond;ng liabilities are not taken 

into account in fixing the volume of expenditure of the Community budget and 

in applying the own resources ceiling impos:ed by the limit of 1 % of the VAT 

rate. 
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NOTE 

fro~: Gener~l Secretari~t of the Council 
to : EeO/FIN Council on 20 October 1980 

Subject: New Co~ity instruoent (NCI) 

ECOFIN 65 

- Decision on 100 MEUA in the context of the 
second NCI tranche 

1. In accordance with the Council Deci~ion of 
22 July 1980, the Perr~anent Representatives Conwittee 
excmined the decision on the use of the 100 MEUA of the 
second NCI tr-~che at its wcetings on 25 Septe~ber end 
9 October 1980. As it was un~ble to recch ~ egreeccnt.on 
this question, the Peronnent RepresentRtives Co~ttee 
agreed to suboit it to the Council. 

2. When the decision authorizing _the_second NCI 
tranche (500 MEUA) was adopted, the Council left 
unresolved the question of the use- of pert of this 
trcnche, i.e. 100 lliEUA, and particularly the possible 
cxVension of the scope of loans to include investBents 
:c-ele,ting to c.dvE':llce rectories and hcusing projects. 

. .. / .... 
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3. In its initicl proposcl, the CODLlission . proposed 
t!lP,t tllcscope of the NCI be extended to include investwents 

for ndvr..nce f2.ctories a..."1dhousing projects , and 
the Europccrl ±:arli?,::1(3J2t agreed to this proposal. 

At the weeting of the Feru2.!lent Reprcsentt'.ti ves 
Co~i ttee on 25 Septe~Jber 1980, the CO:cLlis£ion re-Dresentati ve 
suggested the..t tLe following st8.tement ?e nddec. to the 
decision extendinb the proposed scope. f"nd .includ€;d in 

the Co'U..'t'lcil ninutes: 

·"The Council a.."1d the COIJmission agree th2.t, 
as rcg~rds housing end ed~~ce factories, the 
conbept of infrastructu.c in the context of 
the NCI corresponds to the interpretation' 
given to such projects by the Europe~'t'l Invest~ent 
B2l1k. " 

4. Five deleg("tions (B, IEL, I, L, UK) could ac?e;>t the 

10222/1/80 

e~""tG:lSi0n of the scope of lOeDS as proposed by the Co:n.issi'Jn.-­

Four delegations (D, DK, F, NL) stood by their positions 
that the scope adopted for the first tranche should be 
maintained for the-entire second NCr tranche . 

dor/DJM/jm E 
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1. l"IRS HEDLdl"lILLER """" owoe...loJ., '~ 
2. CHANCELLOR OF THE EXCHEQUER 

c.c. with all attachments 
Principal Private Secretary 
PS/Financial Secretary 
PS/Minister of State (C) 
Sir K Couzens 
Mr Hancock 
Mr Byatt 
Mr Ashford 
Mrs Gilmore 
Mr Edwards Mr Butt 
Mr Balfour (B/E) 

Ilt 

Mr Wentworth (Cabinet Office) 
Mr Spreckley (FCO) 

FINANCE COUNCIL ; 20 October 

Mr Fitchew (UKREP) (6) 
Mr Appleyard (Paris) 
Mr Boyd (Bonn) 
Mr Anson (Washington) 
Mr Adams (Rome) 

Steering brief only 
PSIChief Secretary 
PS/Minister of State(L) 
Sir D Wass 
Mr Barratt 
Mr Unwin 
Mr Turnbull 
Mr Slater 
Mr J Williams 
Mr K V Watts 
Mr Ridley 

The Finance Council will be meeting in Luxembourg on 20 

October. The Chancellor will be attending, accompanied by 

Mr Hancock, Mr Wiggins and Mrs Gilmore. 

Administrative Arrangements 

The Council will begin at 14 . 30, preceded by the usual 

Ministerial lunch at 12.30. The Chancellor's -party will be 

travelling on scheduled flights departing Heathrow at 9.50 
(LG402), arriving at Luxembourg at 10.55. Their return wil l 

be on BA 395 departing Luxembourg 18.30 and arriving at 
Heathrow at 19.45 . 
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The substantive items on the agenda will be taken in 

the following order: 

(i) 

(ii) 

(iii) 

(iv) 

export credits 

New Community Instrument (the Ortoli 

facility) Second tranche 

Monetary Committee report on recycling 

energy and economic policy. 

Briefing on these is attached, along with the standard 

aide-memoire on the UK economy and a note on the "Global 

Negotiations" at the UN. 

Export Credits 

The issue here is to settle a Community position to enable 

there to be a satisfactory conclusion to the international 

negotiations on export credits. All except the French can expect the 

Uniform Moving M x. As the Chancellor will be aware an 

in these negotiations is to reduce 

the public expenditure cost of export credit subsidies,wmile 

avoiding serious loss of export competitiveness. 

New Community Instrument 

The Council will be considering the disposition of the 

remaining 100 MEUA of the second tranche of the New Community 

Instrument (Ortoli facility). The Commission proposal is 
~ , 

that this should include Housing and Advance Factories within 
" the definition of infrastructure. Our major interest in this 

has been indirect, in that we have been concerned about the 

repercussions on our Article 235 refunds if the Commission 

proposal was rejected. ~This i ; now n .. o longer as imp C?,I' t ant , 

but there are still objective reasons for continuing to 
~ .. ---------support the Commission proposal. The brief recommends the 

Chancellor to continue to support the proposal except in 

the unlikely event of the Italians giving way. 

Monetary Committee report on recycling 

The Council will have before it a report on recycling, and 
'-- >-

some conclusions drafted by the Commission. The report 

leaves two issues undecided - the guarantee arrangements 

- 2 -
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under the Commu~~ty Loan Mechanism (the Community's ee::=o . . - --_ _____ -;? 

1975 recycling instrument ) and the size of the ceiling 

on the mechanism. The brief recommends the Chancellor c=------------
to side with the majority ~~}pec~u~~e~rangements 

at the end of the day, --t-~ support the compromise 

fi~~e ~of 7 bil~~S fof -, -the ceiling, and to seek a 

number of changes in the draft conclusions. 
:; 

t::---- -- -

Energy and Economic Policy 

The preparation of this agenda item has been very 

rushed, and the Commission hae faced considerable 

criticism from Member States. As a result it has 

been agreed that the Commission should introduce their 

communication to the Council (COM(80 ) 583 final ~identical 

to the text in the briefing ). 
'" 

Ministers will be free to 
,.~ 

make comme ts, if they wish, but there will not be a 
')-' 

definitive discussion and there will be no formal 

conclusions. The brief recommends that the Chancellor 

may wish to no~e th~ Commission's ideas, but should 

make it clear (if there is any doubt) that its ~idelines 
~ -- - - - :;. 

~nd conclJ1si on~not to __ be ___ adop!_~~t this Council. 
The Chancellor should agree to any proposal to remit the 

-.:0::::: • 

paper to officials for further consideration (preferably 
to .. th e EPC ) . ---- -~----,~-----,~-

The Global Negotiations of the UN 

This is not an agenda item but I attach a brief which 

recommends the Chance]or to confirm with Herr Matthofer 
~ _-==-=~. _ _ . 5P 

the impor tance of maintaining common caus e with_the-US ---Government concerning the independence of the IMF and 

IBRD in these proposed negotiations. 

c~ 
17 October 1980 
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EXPORT CREDIT - AMENDMENT OF THE ARRANGEMENT ON GUIDELINES 

Objective 

( 1) To preserve an international understanding 

on export credit. 

'(2) To change the present Consensus so as to 

reduce the public expenditure cost of export 

credit subsidies, but avoid serious loss of UK 
'c.otnpet it i veness. 

Line to take 

(1) It is vital to maintain international 

regulation of export credit practices, and 

to achieve a satisfactory conclusion to the 

present negotiations. The 1 December deadline 

for the negotiations was reaffirmed in the 

Venice Summit communique. 

I 

(2) The key to these negotiations is an agreed 

Community position. It is very likely that onee 

this has been achieved the negotiations can be 

brought to a successful conclusion. 

(3) The UK supports the Uniform Moving Matrix, 

~hich has o~e..rwQe_lmJ.ng support in the Communi ty. 
'Within a UMM there is scope for ; oderating the 
'effect of automatic'ity, if- that is what Governments 
want s. ~ 

1 
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(4) We must try ve~~~~~~~~~~-=~~e~ement at this 

meeting. Fa~lure would reflect badly on the Community, 
L. ---

and could lead to a growth of export credit competition .. -- - --- - ---~ 
that we would all wish to avoid. 

~---------------------
[If the French gain wide support for a ~on automatic system, 

or if there is wide support for an int eri m 1.ncrease iii -the minimum 
z:;t-es,--w--:-h-::i-:l:-e--:-t:--h-e~O~E=-C=D-d':""1.-:-· -s -c"""'u-s--s- 1.7'· o- n-s- c- o- n-:-t -=i:-n--u- e ..... --:-b-e-y-o-n--:;d~1:--::D=--e-c-e-m .... b,...e- r ...,] 

(5) We are prepared to accept this solution as a 

means of achieving an agreed community position, 

in the hope that this will avoid the breakdown of 

the negotiations with other countries. 

Backgro und-: 

1. It was agreed amongst OECD countries in the Spring, and 

reafftnnedin the Venice Summit Communique, that the international 

agreement on export credit - the Consensus, should be modified 

by 1 December 1980, to bring the minimum interest rate specified 

in the Consensus closer to market rates, and thus r duce the cost 

of export subsidies. A Mr Wallen produced a report offering two 

basic alternatives - UMM (Uniform Moving Matrix) and the DRS 

(Differentiated Rate System). Under the present Consensus 
-~ """'?' 

Governments cannot offer subsidised interest rates below a 

certain minimum tries irrespective 

of the level of their domestic interest rates. These mI nimum levels --have been increased only fractionally (earlier this year) since they 

were set in 1976, and wi!th rising commercial interest rates around 

ilie world subsidies have increased substantially. The UMM would 

retain the principle of a minimum interest rate applicable to all 
~ , 

countries, but would bring that rate u to an average of international 

market rates, at the present time involving an increase from 

8t< per cent to over 10 per cent. The minimum rate would be 
'--" 
reviewed periodically and a.utomatically adjusted as market rates 

moved. The DRS will also include automatic periodic adjustment, 

but instead of one minimum rate for all countries there would 

be different minimum rates for financing in different currencies, 

2 
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related to market interest rates applicable to those currencies. 

2. The Commission support the UMM, and eight of the Nine are 

now ready to support it also - France being the ~ception. 

At your meeting wi th colleagues on 16 ')Octeber it was agreed that 

we should continue to support the UMM at the Finance Council 

on 20 October, as a basis :f>r achieving a Conununity position, and 

for the same reason we should accept any compromise solution which 

gained wide support, providing it offered the prospect of : . rate 

increases and avoiding a breakdown of the OECD discussions. 

3. As regards other countries, the US is very keen for change -

it was they who pressed for the 1 December deadline. They are 

prepared to be accommodating, once the Conununity has made a choice, 

but they have threatened to derogate from the present Consensus, 

if no change can be agreed by December. The Japanes~have put 

forward technical objections, and have expressed concern about 

the effect of reduced subsidies on developing countries, but 

they are likely to fall in line with a majority view. The key 

to the whole process is agreement within the Community. 

4. Ministerial discussion in Brussels so far has been brief and 

inconclusive. The meeting on 20 October is the main opportunity 

to achieve a Community position. If that is done, Mr Wallen will 

visit other main countries and seek a basis for agreement before 

an OECD wide meeting of officials in mid-November. Without agree­

ment on the 20 October there seems little chan~ of meeting the 

1 December deadline. The Commission is expected to argue strongly 

for agreement to a Community position on the basis of UMM. 

5. The French have argued in Community discussions that they 

object to the automaticity of the fiMM, ie countries would lose 

control over the minimum rates which would be changed automatically 
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at six or twelve month intervals on the basis of an arithmetical 

calculation. In fact there is a whole spectrum of· possible , 

mechanisms, eg longer review periods~ . , a limit on the size of ) 

or delay in implementing )any upward movement of the rate, 

exclU$ion of projects 'under negotiationf from rate increases, 

to blunt the automaticity. But an entirely non-automatic dis-.. 
crej ionary s~em, for reviews ' without commitment,has been 

~ -- - --
unattractive to most countries, because each review would be 

a~nizingiy difficult. 

6. If there is wide support for making the system less automatic, 

or, worse, for a wholly discretionary review system, either would 

be better than no Community position, as they would offer some 

basis for further negotiations with other countries, and the 

stronger possibility of preserving the existing Consensus. 

(The Italians may table proposals for transitional arrangements 

which are not relevant to a Community decision but they could lead 

to discussion of the other alternatives). Consideration -of the 

technicali ties -. ~ :. ,; for softening the effects of an automatic 

system should, of course be remitted to officials. In the 1ast .. " ....., 
resort, agreement simply to an interi~ increase in the minimum 

< 
rates with a commitment to~ ) further reviews, would be better than 

nb Community position at ali~ 
~-----------~~-~-~- =--~.=- =-==~~ 

7. The French are concerned, privately, at the problem of 

'pure cover'. They believe that any increase in the Consensus 

minimum interest rate would give a competitive advantage to the 

Germans because such an increase would not affect German exporters, 

whose finance is not subsidised (because commercial rates are low) 

and is, therefore, not governed by the Consensus. (The German 

practice of Government guarantee but no subsidy is called 

'pure cover'). On the other-hand, German exporters can normally 

offer only a (less attractive ) floating rate against the fixed rate 

of subsidised finance, and they find difficulty in matching the 
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longer maturities which other countries can offer. German 

exporters have not seen advantage in the UMM - they press 

for the DRS which would in ~ fact allow exporters in other 

countries to offer DM financing at market rates. 

68 

8. Some countries have argued that because 'pure cover' includes 

a Government guarantee it should be brought within the Consensus 

rule on interest rates. In the unlikely event that 'pure cover' 
t: 

is discussed, and there js $~rt for bringing it within the 

C ~ h ld onsensus, we s ou agree. 

,....- -- - ------......... '" 
9. If' it arises ) we should support proposal~, ,which have been 

discussed in the OECD group )to ensure pr~or. notification of tied 

a~d credits with a g~ant element of less than 25 per cent. 

17 October 1980 

* The Americans have just told us that the Japanese 
have now changed their position, which is now 
similar to the US. 
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MONETARY COMMITTEE REPORT ON RECYCLING 

Introduction 

This agenda item will be discussed on the basis of a report by 

the Monetary Committee (11/472/80), to which has been annexed 

an earlier Monetary Committee opinion on the use of ECU as a 

denominator for Community Loans; and some draft conclusions 

prepared by the Commission which are annexed to this brief. 

2. The bulk of the report is taken up with a consideration of 

the chang e s that might be made to the existing Community Loan 

Mechanism, the 1975 Recycling Mechanism, under which the Commission 

borrows for on-lending to Member States. The changes suggested 

are the result of experience with the existing mechanism, and the 

need to ad~pt it to t he different circumstances of /the second round 

of oil induced balance of payments deficits . The report proposes 

the simplification of the procedure for authorising each individual 

l o an (although still leaving the council with the key decision); 

different forms of borrowing other than straight bond issues to 

allow the C omm iss ion to bern or e fIe xi b Ie in i it s borrowing in , , 'J , i, 

response to true different requirements of member ;,lstates, and to 

introduce the possibility for a member state to repay its loan 

earlyj changes in the arrangements for conditionality; and changes 

in the amount and detailed arrangements for the overall ceiling on 

the facility. The report also considers the arrangements for 

guaranteeing the Commission's borrowing under the mech8.nism. 

3. Two of these issues are left unresolved in the report: the 

nature of the guarantee, and the size of the ceiling . These are 

considered further below. The changes in the nature of the ceiling 

(allowing it to be reconstituted as loans are repaid, excluding 

interest outstanding from the calculation of the ceiling and 

denominating it in ECUs instead of dollars) are uncontroversial. 

Although the text in the report on conditionality is now agreed, 

this generated a good deal of discussion in the Monetary Committee. 

No member state was satisfied with the wa~ conditionali t y had 

operated in the past, but were divided on how it should be improved. 

The Commission in particular wanted a much more d l r e c'ted ~3 y s t em 

with access to the Community Loan Mechanism limited to mem~r 



states which had taken part in a Monetary Committee programme 

for exchanging information about external positions. The Commission 

also wanted "two-stage" conditionality in which a member state 

that was not yet in a crisis would apply for a Community loan with 

light conditionality as a way of promoting greater economic conver­

gence. We made it clear that we found this an implausible thing 

for a member state to do, and that we thought it ~as too dirigiste 

to impose a condition on a member state's right to apply for a 

Community loan. Our views are reasonably reflected in the report. 

4. The second part of the report concerns other aspects of recycling, 

of which potentially the most controversial is recycling for the 

benefit of- non-member countries. 'llne-report- c-~m2s down against r . ) 
openlng a window for third countries in the Community Loan 

Mechanism. However, -[-,1, ... , ; i t ~-, suggests that it would be advisable 

for the member states to confer about ad hoc measures taken to 

help third countries, and 

for such ad hoc measures. In our view, this comes too close - -commit'=Cng-~-rhe Community to support for t h'lrcr-colintrles. -

5. 
~ ~~ . 
Paragraph 6 of ""-ttte r gp ort r~s to the Comml ttee's awareness 

"of the need to increase development aid so as to enable the poorest 

countries to overcome their difficulties". We tried to redraft 

this so that it rea~~development aid, but this was not 

accepted, and the Chancellor should therefore reserve his position 

on increases in development aid-even to the poor~st. 

Issues for Decision 

6. These:: are the nature of the Guarantee Mechanism, and the size 

of the Ceiling. ~ . 
-
7. The choice on guarantee arrangements is between a continuation 

of the existing procedure, and an alternative modeled on the 

guarantee for the New ~mmunity Instrument (which is of course 

for project finance rather than balance of payments finance). 

Under the existing procedure, if a member state which had borrowed 

failed to repay on the due date, the other member states would be 

liable to provide to the Commission the foreign currency necessary 

to enable it to discharge its obligation to toe original lender. 
OUll 

The key for dividing this liability is set/in the regulations 



I 
establishing this scheme, and the UK's liability is in principle 

the same of that as Germany and France, and would lie between 

22.02 per cent and 44.04 per cent of the total default. To guard 

against the risk of delay in the collecting the necessary foreign 

currency from member states, there is a token entry in the 

Community Budget under which the Commission could draw temporarily 

the funds necessary for it to meet its obligations. 

8. The alternative is a guarantee whic h rests so Lely on the 

comm~itY--~~he member stat~uld not -;-; directly involved. 
----- .-.--~ 

9. If a reasonably large member state defaulted, the actual UK 

share of the guarantee under the existing procedure would come 

out at around 25 per cent. This would be higher than our marginal 

rate of contribution to a guarantee resting solely on the Community 

Budget (about 17~ per cent). On the other hand, a default, 

particularly if it was a large one (and in p~actice the guarantee 

arrangements could be invoked in a variety of situations from a 

formal default to a request l!(y member state for more time to pay ) 

would place a g~eat strain on a Community Budget constrained bj . ~ the 
. VAT . 

one per cent/ceiling. Cuts would need to be made in other areas 

of Community expenditure, including those from which we benefit 

such as the regional and social funds (and ~rhap s even our refunds 

under the 30 May agreemen~ ~ although we would naturally resi~t ; 

t rn s tro~ngiy " ). A guarantee resting on the Budget could there­

fore have a cost to the UK over and above our marginal contribution 

to the actual amount of the guarantee, but Sir Kenneth Couzens 

judgewent is that the total cost is unlikely to exceed and could 

well be less than the 25 per cent or so that we might have to 

pay under the existing procedure. 

10. The report advances as an argument in favour of a guarantee 

resting solely on the ~budget, the fact that this would not need 

parliamentary ratification in some member states, as would a 

continuation of the existing guarantee (but applying to a larger 

amount following an increase in the ceiling). Thi~s net a
J 

problem which affects the UK (our power~~ee 

a e in section 2(3) of the European Communities Act), ut we do 

.have an interest In ensurlng that the facility is in place without 

excessive delay . 1. An alternative to, say, an Italian drawing under 



the Community Loan Mechanism might be an Italian drawing under 

the Medium Term Financial Assistance, the UK contribution to 

which would count as public expenditure. 

11. On balance, therefore, we would slightly recommend a guarantee 
---- ~ 

rest ing ;;l -ely on ~. It5We'Ver, ""the arguments are finely 
'==-- - - -----... -
balanced, and we would r~commend the Chancellor not to be in the 

lead on this discussion and to accept the majo~ty view. 
I-'-------.. ---~-------~~-==-~--

12. In the Monetary Committee discussion of the ceiling, the UK 

has favoured a larger rather than a smaller increase. It seems 

sensible to e nsure that the ceiling is large enou~h to enable 
~ -----------------------~~--~~~--~~ the facility to be used by member states if it is required without 

the need for frequent renewal by the Council. The Council would 

still have adequate control with a large ceiling because the 

individual loans would be authorised by it. ~ compromise figure --of 7 billion EeUs suggested in the report seems about right, and 
.... __ n~~ _"h ._ -~ -=::._ __ _ ;;:;;--

we would recommend the Chancellor to report it. 

The Draft Conclusions 

13. These draft conclusions leave a lot to be desired .. -They do not 

address themselves to the two issues for decision outlined in the 

previous section . The Chancellor should ask his colleagues whether 
really 

they ar e / p r epared to leave decisioffion these important points 

until the Council comes to consider amendments to the regulations . 

14 . There are also things which need to be excluded from the draft 

conclusions . On paragraph l(ii)"in egards the need 
--

0 'f-- e.D~ the con~nuity of issues" needs to be deleted. There 

is no point in the Community launching a series of ECU issues if 

they are not well received by the market. Subject to that deletion, 

the rest of this subparagraph which contains Commission religion 

on the ECU can be allowed to stand. 

15 . Pargraph 2(i) . C:Where-ever POSSib1e~eedS to be added at the 

end. Experience has shown (for example in the UN special session) 

that it is simply not possible in all cases to achieve such a 

coordination . It would also be better if "concrete" was removed 

from the last sentence of the introduction to paragraph 2. 



16. Paragraph 2(ii). This gives too much prominence to the 

possibility of extending Community action to third countries ,. ' .. As 

the report notes, the Community would be undertaking risks in 

lending to third countries, and this is something which it could 

only decide to do in the light of each individual case. The 

Chancellor : could find M Monory and Sr Pandolfi particularly keen 

on this sub-paragraph. He might care to point out privately to 

Sr Pandolfi that Italy's national interest (and that of other 

member states) would be better served by keeping the Community 

10an Mechanism purely for the benefit of Member States. He 

might also try to concert a line with Herr Matth8fer on this point~ 

Line to Take 

On , the Report 

17. ~he commitment In paragraph 6 to increasing development aid ...... . - -------- ,. , 
should be understood as subject to domestic public expenditure 

constralnts. ,--------------
On the Issues for Decision 

18. A fine balance to be struck on the gUffirantee. Marginally In 

favour of a guarantee resting solely on the budget, but can 

accept the majority view of colleagues. 

19. Support the compromise figure of 7 billion ECUs for the 

ceiling. A figure of this size seems neces~ary to enable the 

Community Loan Mechanism to carry out a useful function. Ultimate 

control by the Council is in any case ensured . 

On the Draft Conclusions 

20. These should include conclusions on the ceiling and guarantee. 

21. The continuity of issues of the ECU loans (l(ii)) cannot be 

ensured by the Community without regard for market reception of 

the issues. 

22. 2(i) is too optimistic on the ability of the member , states 

to co-ordinate positions in the international fora. This should 

clearly be attempted whereever possible, but not automatically 

undertaken on every fissue. 



23. 2(ii) places too much emphasis on actions for third countries . 

These take a sUbsidiary place in the Monetary Committee report. 
look . 

Third countries should/prlmarlly to the international organisations, 

and not to the Community . 

c~ 
17 October 1980 



DH!\FT CONCLUSION.:; or1 THE ECC ~i'TI) C u! 
_ -_ . ____ .. ______ r __ ,. ___ _ •• ___ ~"' _ .. ________ .. __ _.._...._,...· _ ·_ ........ ""'.,._ .. , _ __ _ • ~ - ~ ... _ ~._ .". ___ ...... ___ .. ._._ ___ ~_ .... ___ .. Ttf 
report on recycLing by the iVlonetary COITlmittee . JC}::cy agr(~c; 

the report. Or~ a prDljOsal. f:!:"' orn th.c Commission the Council.: -

( . \ 
J ) agrees to adapt the Ccrr~unity Loan Me chanism 

;3 e t n p . l n 1. 9'1:; a 1 (3 ng the 1 in e s j n d i cat (; d by t r.l e 

C omm itt e e, and r e que s t s t h F:' C c mr;d :3 2. ion tot a k e the 

necessary measur' e s to sUbmit, propo :"3Cl 18 for a regu­

lation in time for the next meeting. 

(ii) ApprovES the encour2.gement given to the u se of 

the ECO as a num eraire for the loans issued by the 

Community; it recomme nds its views and requests that 

tffs Committee's considerations be taken into account, 

Ukn part l cular as regards the need of ensu.ring a . 

continuity of :i.SSu~ 

2. As regards the othe r points \'Ihich the Council ask(:~ cl 1::;1·~(? 

Committ ee to study, it consi.d ers :~t useful to continue the l:Jork 

along the 1 lnes indica ted in t~le report. It agrees to this end 

to study further the fo llowing lasues with a view to presenting 

Eoncret~ recommenda ti ons on: 

, . '\ 
~ J. I 

which monetary questions are discussed, with a view to 

arr>iving at a definition of common posltlonslAfh~ ~ 

· (ii) the definition of tIle guicLLng principlE.=;'':; 'i'...-rLich 

should covern the i:nterv ent~<)(l ci' li/[ember States and 
+" + f' th C . i . ~ .. 1- •• . ~na \.~ o~ - .e ommun:t .:;y VJr: ':" <ran chi (lOC ac L> J.on i s unaer-

taken for the benefit of a thiy'cl cou~ in serious 

payment s difficulties. 

(ii i) the study and tr:8 defini::ion of the chara.ct,:::r-

is tics of the financi a l assets which best meet the 

requi rements of recycling , which woul d involv e the 

study of subjects such as the ch o ice and t h e duration 

" U1 b 



oft h e sec uri tie f" the d i \T (> r s if i C '3. t ion 0 f t (J r r 0 v; i nE-~ 

forms and the distribution of exchange risks . 

I 

J 
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~GY AND ECONOMIC POLICY 

INTRODUCTION 

1 e The burden of the energy constrai"nt on the short- and mediur.:~term 

management of our economies · - in the form of a ' major transfer of reso~r~es 

and strong · inflationary pressures - prompt'ed the C01!...'I'lcil ,1 a·t its meeting 

on 9 June 1980 9 to 'place on the Bg.enda for its October meeting a ' discussion 

of the links between ' energy problems and economio policy~ 

The purpose of this Cownunication is to serve as ~ basis for that discussion 

. and enable the Council to adopt. its guide1ineso 

THE . Im'ERNATIONAL DIMENSION OF THE PROBLEM 

20 This paper doe~ not touch on ~he wider economio aspects of the second 

energy crisis 9 which are discussed in' the a.nnual report to the 'Counoile 

The emphasis here is on: 

(a) identifying and putting ·intopractice .the right solutions to the probl~ms 

arising from balance-of:-payments ~efici ts f, 

(b) reducing the Communitytsdependence on external energy supply, and 

primarily its depend.ence on oil imports, by means of structura~ 

adjustments geared notably .to conserving energy and to fostering the 

production and use of' alternative .energy souroeSe 

30 As emphasized by the European Council i cont6erted a.ct'fon is needed by all 

the consuming countries» particul-arly in view of the implications for 

competitivitYe In our highly integrated economy, i~Qlated (or worse? 

contradictory) mea.sures would together be detrimental to general growth 

potenti~l. 



, 
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It 'would , be j ust as hazardous to accept a marked' inequality of structural 

adjustment effort i n t he energy sector0 The costs of adjustment .... in 

/ resource allocation'or losses of ~ompetitiveness - woul d be borne solely 

by t he countries that embarked on t he' course of action neededj while all 

consumer countri es would benefitID 

4e Accordir~lYi by virtue of its responsibilities~ both within the 

Community and out s ide 7 the Community has a special role to play in 

formulat ing and implementing a n appropriate economic 'and energy strategyo 

The Community has already set itself three object ivesg 

(i) to lay the foundations of genuine solidarity among consuming countries 

by cont'ributing? as /it did at the Tokyo Summit, to the joint 

d,efinition of targets for reducing its dependence on external energy 

sources; 

(ii) to place the supply of energy on a sounder basis by 'entering into a 

dialogue wi t h the producing countries aimed at achieving smoother 

reconciliation of t he interests of the oountries involved; 

(iii) to, play an active role in the areas of development or fin~~ing which 

will make it possible to ease the situation in the developing countries 

hardest hit by the' criSiS, in particular by helping to exploit their 

energy potential and mineral r esourceso 

BALANCE-OF- PA YMENTS FINANCING 

50 Balance-of-payments deficits v which are larger and more permanently 

entrenched than after the first oil criSiS, raise a problem of general economi c 

policy , t hat of reconciling the steady redu~tion of ~he deficits with a 

continued general level of activity and employment that is as high as possible. 

That problem is discussed i n the annual economic report. 

They also give rise to a problem of f inancing, now being debated by the 

Council on the basis of guidelines which need to be confirmed and given 

practical shape. 
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; <\1 The first o:f these guidelines? ' following up the conclusions of the Eu.ropean 

Oouncil and of the Venice ' summitmeetirtg ~ o-f the major industrializedoountries, 
I 

is to step up the activity of the international organizations (I~1F~ , Horld Bank 

and the regional Banks) in recycling oil capit-al,- with particular consideration 

for the problems of non-oil dev.eloping count-ries. It would be appropriate also 

to a~sess thehelp V'lhic~ could be, given to support their efforts to bring about 

c the structural cha~gesne<?essitated by the state of their external payments. 

Noting and taking into aCCOtUlt the decisions taken at the annual meetings of 

th-e Fund and the Eanle in, Washington, th'e Council should, before the next me'et ing 

of the Interim Committee 9 consider whether actual progress , so far matches uP . 

to the targBts advocatedo 

70 The Community is already directly involved in transferring capital to the non­

oil ,developing countries under the Lome Convention, under its arrangements for 

assisting non-associated developing countries and under various financial proto­

colso Under the further studies on this :mat'ter which the Counoil called' for on 

9 june, an effort m\l,st be made to identi.fy the areas in which joint action can 

be undertaken with the oil-producing countries whereby the resources availabl'e 

can be mobilized faster 9 on a wider scale and more ' effectivelyo The Commission 

and the EIB already participate in co-financi~g so~emes with a number ~f develop­

ment fui1ds and are a~ready concerned to expand the scope of such part icipat ion-e 

The bringing together of these objectives, together with the normal operations 
, f ,,' 

of the banlcing system must be 'examined' in deptho 

80 The third guideline is to strengthen the Community's own financing mechanisms e 

More , active soli?-arity 1.viII be to the advantage ?f all, by helping ' to ease the 

financial constraint where it might otherwise l ,e?-d to un4uly restrictive measures, 

"lith adverse effects on growt1t and emploYment 0 The first essential here is the 

prompt complet ion of the work spelt 'out by :the Cou.ncil on 9 -june 1980 : 

(a) towards raising the ceiling on Community borret-rings and improving the 

conditions for using this instrument' , 

(b) towards enabling the Corrunu..1'lity to use the EGU as the numeraire for the 

lo'ans it floats on the international capital markets\! as advooated in 

the opinion of -the Monetary Committee ~ and so providing lend.er's with 

addi t ional facil it ies for divers ificat iono 
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The expanding r ole of the Corrununity' s f i nancial instruments 

(EIB, NCI, ECSC and Euratom) he-lps to alleviate balance of payments 

problems _when t he corresponding loans ' a~e r~ised on the international 

capital markets . ' 

REDUCING DEPENDENCE ON IMPORTED ENERGY AND DIVERSIFYING SOURCES OF SUPPLY 

-9. Under its broad thrust of restoring e'quilibrium as well as in its 

specific aspects, eCQnomic policy must serve the objectives - paramount 

for our economies - of' reducing energy demand and diversifying sources of 

energy~ The investment required for .this purpose will also actively help 

to sustain economic activi~y~ Action is needed at two levels: 

(a) a coherent energy priCing policy; 

(b) proper planning of investment and of the financial resources needed. 

A. The role or prices 

10. Demand adjustment and investment depend to a large extent on the prices 

of energy products on the domestic market . To speed. up adjustments in the 

energy field, two conditions must be met:" the general price trend 

(particularly for petroleum pr oducts) must serve the aims -of both 

conservation and diversification, must move smoothly and must admit of 

reliable forecasting; - and there must bean appropriate hierarchy of prices 

for the different sources of energyo 
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(i) The trend in the general level of domestic prices 

lIe Energy users must be in a position to ~ase their decisions on forward 

assumptions regat'ding prices :that are sufficiently reliable and consister..t 

. wi th the· gener'al direction o;f energy · policyQ This condition is essential 

if market forces are to ensure the most efficient allocation of resources. 

l? .. Looking ahead to the medium term, and leaving aside cyclical . fluctuations 

in the economy, the general situation regarding oil supply and demand means 

at the very least that any policY, incorporating a fall in oil prices in 1'0(;;.1 

terms must be ruled out 0 

The Commission considers that, to k.eep th,e ' t'rend of petroleum product 

prices . as c?nstantly cons·;stent as possible with the generaL direction of 

energy policYi the li'le of conduct of the Member States, insofar ~s · they 

have an influence on the formation of pr;c~s, shouLd be to prevent a trend 

for the ~inal consumer which discourages energy saving and diversifications 

130 This principle \\'ould be applied as follo\'/s: 

(tl) in line \~;i th the principle already accepted. by the Council, increascF 

111 the representative import price of crude oil must be passed on ' to 

the final consumer v.ri thin a · reasonable period of time j 

(b) the Commis,sion proposes that the ·C.ounci l should estabLish th~ guideL ine 

that, as a general rule, hut· without accentuati"ng infLat-jonary tendencies, 

the level of taxation of ~etroLeum products should be periodicalLy 

adjusted in the light of the r~qu;rements of energy poL;cy~ 
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6. 

(c) the Commission stresses - and the Council has already acknowledged 

that the Gecondary inflationary effects of oil price rises must ,be 

contained to the utmost extent possible. 

Although ,these enid.elines and measures must be put into operation "by the 

r·Icmber State:::; J 1;Ji th referenoe to their individual si tuations» the gu.idclin~G 

themselves must be common , and their' implementation must be monitored 

reg-1l1arly: the Commission suggeots that, after adopting them, the Cou,Ylcil 

should reviev; the reoul ts , annually. 

14. These measures may not be enough if there is a sharp dovffiwa.rcf :trE:l:d 

in the import price of oil. Other instruments shoul~.then be used. 

Th(~ Commission is continuin'g to examine this point, and \'Jill inform t 'he 

Council, for a. later meeting, of its findings and conclusionso 

1)0 The proposed decisions could bring about an increase in public r€v€nue;, 

:i. t vlOuld be . essential to contain the inflation~ry consequences and to obviate 

any rlefln.tionary effcctso Appropriate countervailing measures might take 

t.he follm~ing forms: . 

, (. \ 
i.J.) a reduction in cha~ges, ·~bich.would at the sam~'~ime · prevent 

n. decline in tI-;e competitiveness of Communi ty firm~: and exer,t a 

favourable il1fl·,l.e'1~e on investment and employment; 
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(b) a reduction in indirect taxation, which would help to ease 

inflat ionary pressures; · ' .. ~ . 

('c) an increase in budgetary funds for incentives to adaptation in 

the energy field. 

(ii) Hieraroh~ of nomestic .~ric~s of energy sources 

16. The hierarchy of price~ for the different energy products, which 

government ,influences through a range of interventions i mainly taxation 

and budgeta,ry, must serve the aims of reducing dependence on external '-
. ~ . . . ~ 

energy sources, part icularly by cutting oil . imports and by de.,e loping . 

alternative ener~ sourceso Price differentials must act both as -

a dete'rrent (oil) and as an incent'ive(other sources of energy)o 

This is not always the case: in some Member States at least? the 

domestic price for cert·ain products (heavy ,fuel oil is an example) 

does not encourage a diversification of sources or give any Urgency 

to investment inp say, energy conservatio'n~ Such distortions Can be 

traced backp to a large extent, to the way in which different energy 

product s are t axedo 

Further, the struc'ture of p~ices, if) eo inoluding taxation7 as bet ween 

the Member states is a potential and a present , source ~of distortion 
I 

of competition and the. cause-of a poor allocation of resources. 

IT.. The Commission asks the CoUncil to approve the following two aims: 

(a) to arrive at a "hierarchy of prices Which is consistent with overall 

, energy pol icy; 

,(b) to prevent excessive differences ~n the p'rice ' structures as between 

Member States which are not justified either by a similarity of 

situations or by the fact of belonging to the same marketft 

At a later date the Commission wi~l put up proposals defining th~ bases, . 

including harmonization of taxation, for att'aining these objectiveso 
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BII .Ehanning of invest~~t s and of the resources required 

18" ' Pric~s have a pivotal role to playas an incentive to the adjustment 

of demand" Butt government has a direct and crucial role in carrying 

out investment, much of which depencls on decisions by government 

and without which the goal of self ..... sufficiencyp 'for 'which government 

is responsible f , will not 'be attained." The consequences aIle t Vio-fold: 

(a) the principle of planned programmes which define not only the 

investments needed to reach the Community~s targets~ brrt also the resQuYces 

for carrying them out V (b) taking aCC OUl'lt of ene"J."gy requirements 

proper ar~d the requirements of -the economy as a wholep -this prograIl1..me-planning, 

in the Commission ll s v~ew, should amplify and speed. up the ent ire effort. 

19.. In its Resolu.tion of 9 Jvne 1980$ -the Council decided '-Co make an 

annual assessment of national energy programmes at Community l.evel 

the Cornmuni'ty'beh'1g a meeting-point fOl" c'omparing targets p defining 

and monitoring priorities 1 identifyin.g shortcom.ings and appraising 

r€;sul tss 

-, The CommunityOs acknowledged position therefore anS~Jers a very clear, 

, requirement" _ I-'c is the best forum in 'which to define forcefully .., 

and ,present to the public - policies ~lich are necessarily oomp~rable 

and analogous and which~ in the Commissionis viewp must~ 

(a) give the greatest possible boost to energy investment; 

(b) contribute to the development of nuolear energy and help to rem9ve 

the obstacles hampering its eJcpansion; 

(c) ,pursue a consistent internal and , external coal policy as regards 

research~ avai'labilities and costs, with the aim of' self-suf'~iciency; 

(d) st imulat e the investment required in energy oonservation and develop 

new energy sources. 
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The Ministers f or Fin.anciaL Af fai rs cannot r emai n i ndifferent -to the action 

in these fields taken by the Ministers for Energy. r:I'he gene ral economy 

is direotly oonoerned: by balance-of-ps-yroe:nts Blld price constraints? 

bOut also by the impetus to growth and e.mployment offered by the new 

tvindustrial energy econom.v~9 and. by 't hE:. expansion ?f e~ergy investment 0 

20@ Consideration. of the matching of re-sources .to _ goal_s i~ also of direct 

inter e st t o the Economi~ and -Finanoial- Affa.irs Ministers meeting i n COuilCil,. 

Part icul~r ~.ttent ion wi l l have to -be given ·to b udge-I;a.ryj economic and 

f i nanc ial . me cha.ni sms , and to both national and C~mmunity legis l ation 

i.nt r odu:ced to encoura.ge the investments which are i mme <ii ate ly neoessary and 

to facilitate their f undin&.ie The only wa:y to make aure this i s done - is 

by t hesystematio &.VId crit ica l monitoring of- ·the state of progress of t he 

_ prograIllpleSIJ 

210 In addition 9 t he Community cont r ibutes ·to the investmen·~ effort through 

its f inane ia1 i nat rument a (funds 1Ll1de-r the Budget and loans) CI Its 

contribution is aubstantial~ in 1979~ 1 580 million JJ::UA in loans granted, 
, ' 

or 6% of Community energy product ion ihvestment (c,onaidera<bly more if 

self-finanoing is Q.educte,d) . The Community~s action should help the 

Member States to pursue 9\ vigorous energy policy_ It should be 

primarily directed to supporting coherent programm~s, whioh serve 

the common obJectives and are integrated into an overall policy by- the 

recipient Member States" Community finanoing should not take the pla.ce 

of nat ional fina.n.cing, but- sh0u,fd speed up and. amplify certain measures 

which could not be carried out without an external financial contribution. 

22G It is in that context that the Commission asks' the Council~ 

(a.) to approve the guidelines- set o:u.t in this Communication; 

(0) to deoide to oonvene every: year a C·ouncil meetin.g of ~he Eoonomio 
- - " 
- and Finanoial Affai-rs Ministers -with appropriate ps.rlioipation to 

examme how the llegislative means and the fi.~a.noiaJ resources matoh 

up to the real -targets of the Member States ,' energy programmes; 

(0) to take nO,ta that every year the Commission will present on that 

occasion a report ,on -thepoesible .contribu:tion from COrDmunity 

resources to the - overal~ investment effort, arid Will suggest how 

they should be used to serve priority aimso 





EUROPEAN COr,: ,IUNITIES 

THE COUNCIL 

LI ST OF !lA" ITillJS 

Br~ssels , 17 October 

• , "' .. . _ • • " II> . .. .. " . .. .. .... ... .. .. " .... ~ ... . .... '" . .. " , " .. .. .... " 

~ 10438/8 0 ~ ~ 
.t . .. .... . ....... .... " .... ,. '" it . ,., ...... ... .. .. ... .. . .. .. .. .. to . .. , .. It . .. . . 
< , 

: . .. .. , .... :. .. .. .. .. .... : " '" ~ .. .. ... " .. .. .... .. .... " "" ., . .. .... .. . . '" .. . ! 

~ .... .. ~ ...... ~ ., .. ~~~.~~~~~ ..... ... i 
J?lJ:S ;.":.. 40 

for: 66 '1 st meeting of the COm~CIL OF THE EUHOPEiU\f cOr:'il'/IUNITTES . 
(EconoElic and Finc:;,j.l.ciL':.l Qllestions) 

Luxembourg, Monday 20 October 1980 (14 . 30) 

1 . Requests for transfers of 2~ppropriations within the 
C01J.ncil's budget estinates for the financiol year 1980 

10050/80 FIN 558 

2 . Pro posals for the trmlsfer of appropriations from one 
chapter to another within the Commission ~ s budget estimates 
for the financial year 1980 

- No 5/80 
10051/80 FIN 559 

ASSL 96 

.... No 7/80 
10052/80 FIN 560 

ASSL 97 

- No 8/80 I 

10053/80 FIN 561 
ASSL 98 

3. Proposo.ls for trm'lsfers of appropriations from one chapter 
to a:r1other within the COTf.JJlission v s budget estimates for the 
financial year 1980 
- No 6 (sa fet y of ca r occlxnants) 

10370/80 FIN 591 
ASSL 108 

~ No 9/80 (assessment cUlc1 utilization of research results) 

10480/80 FIN 603 
ll~;SL 109 

~ ". j ••• 

10438/80 PTS A 40 
n 

c1or/DJH/jb E 



'~ ' ; , . 

-.. -. 

4 " IVIinu tes of the 616th CO"Jcl1cil meeting ~ held on 
17 December '1979 (Enviro:;:E"!.ent) . 

11818/79 PV/CONS 63 
ENV 196 

+ COR 1 

5. CO-Ol) e~~fltion AgT'eemen-t wit~ Canada .(AECL) in the field 
of UlJwC..L8ar=-Y.Jaste man2.gems:.1.-c 

10168/80 ATO 113 
7660/1 0 ATO 65 

6. Cou=.1cil assent ~ ul1.der the second paragJ."aph of .;'\.rticle 54 
of the ECSC Treaty? to the financing of investment 
pro j Bets to increase 8.J.:ld stabilize the production of 
pellets and iJ il~)rOV3 the q"Llali ty of this product in the 
iron ore mine or proc8EH3ing p18.J.1t at Kirken8 s (Northern NOl~V!ay) 
by the COmpCJly Aktieselskabat Sydvarange::c, Oslo (IJorway) 

10289/80 SID 138 

7. Approv8.,l of financing proj scts for the countries of the 
He6.i -cerr2J..1.ean basin 

10226/80 HED 53 
FIN 574 

Ad01Jtj. on of posi tlon of COllnnuni ty delegatj_on on Draft 
Docisio:-n. No 3/80 of the EEC-·Svvi tzerland and EEC-=Austria 
JOlllt COETIni ttees """ COl11Y!.Tl.XC~~i. ty trs,nsi t ~ amendil'lg the 
Agreem.e:c.t between t:le 2l1~copean Economic COlIG1U.lli t31' [tnd 
Svvi tzorlend/Austria on the application of the rules on 
COmi'11Ul'l:l.ty transit follonillg theaccessiol1 of the Hellenic 
Republic to the ~8u.rope8.:n COil1Hlu:ni ties 

9985/80 J::'ELE 
CH 27 
A 46 

9. Adoptio}.l of the posi tio:.:} of the CommU111ty- delegation on 
D:ca ft De cisions of the EBC·,",EJ?T)., Joint CCHu'r.i ttees 
amending Protocol No 3 concern ing the defir~i tiol'} of the 
concept of Boriginating procluc ·tsi! and methods of administrative 
CO '''"olJer,:.:;"tioll to take ac count of the ac cession of the 
E~llenic Hepublic to the COEfu"1U.ni ty 

9986/80 lillLE 40 

..• 1 ..... 
1043,J/80 dor/DJr.Vim E 



EUROPELN COIY.S::IUNITIES 

THE COUNCIL 

Brussels, 17 October 1980 'g 
• , .. . ., .... ., ~ ., ........ ........ ... " • " • ~ .. .. " ...... ., • \ ., l' ., -/J .. 

~ 10438/80 ~ ~ 
# .......... ' .. " " " " ... ,. " .. '" • ., .. fO' .......... ... .. ~ ......... _ ....... 't • · . · , 
! ..... .... ·1·· .. ···~··~·· ... ··· .... e ................ -! 

: : ; TIESTltEIl'TT ~ 
.: ., e , . .. . lJ " ......... ' .. . ., .. ., .. " ..... ., . .. .... .. ...... ~ ............ .. 

PTS ::.. 40 

L1 ST OF itA" ITE]\lS 

I for: 661 st meeting of the COm~CIL OF THE EUHOPE.hIf COrimmNITIES r 
(Econ omic and Fin~~1cial Questions) 

Lv~xembourg , Monday 20 Octob.er 1980 (14 . 30) 

Requests for transfers of 2~ppropriations within the 
Council i s budget estina tes for the financial :rear 1980 

10050/80 FIN 558 

2 . Proposals for the transfer of appropriations fro ~·l1 one 
chapter to another within the Commission lls budget estimates 
for the financial year 1980 

-- No 5/30 
10051/80 FIN 559 

ASSL 96 

.... No 7/80 
10052/80 FIN 560 

ASSL 97 

- No 8/80 , 

10053/80 FIN 561 
1\.8SL 98 

3. Proposo.ls for trru'1sfers of appropriations fro m one chapter 
to another within the Cor.rJnission lJ s bucLgetestimates for the 
fin~~cial year 1980 
- No 6 (safety of car occupants) 

10370/80 FIN 591 
. ASSL 108 

- No 9/80 (assessment al'ld u tilization of r esearch re sults) 

10480/80 FIN 603 
iiSSL 109 

. ~~/ ... 
10438/80 1?TS A 40 

n 
dor/DJH/jb E 



' .• -, 

·•.• •• 1 

4" Minutes of the 616th CO"lttlcil meeting» held on 
17 DecerdJ eX' 1979 (Envil"O{lElent) . 

1181 8/79 J?V/CONS 63 
ENV 196 

+ COR 1 

~: 5. Co .... operation b.greel'nent vi t11 Canada .(AECL) ion t11e field 
of nucle Ei.r~'~.l\laste m8..11c"g em.8:."1t 

10"168 /80 AT'O 113 
7660/130 ATO 65 

6. CO"LD.1cil assent 7 l.u1.der the second p aragraph of ..:irticle 54 
of t h e ECSC Treaty S' to the financing of investJ'uent 
projects to ilJ..crease Fl1.d stabilize the produc '~ion of 
pe l lets 8l1.d im~Jrove tho Cli.18.1i ty of this :produc-c in the 
iron ore mine or processi:ng pl811.t at Kirkenes (Northern Norway) 
by the comp o11y Aktie s elskabet Sydvaral1.ger g Oslo (iJo:cway) 

10289/80 SID 138 

7. Approval of financing proj ects for the c01)'.l1tries of the 
IfIedi terr8.l18[ill basin 

1 r. f1 , .., , . I Q 0 " /ft;1n ,.... ""' . v ~ c'.J I Vi lil..G ..... ) :J .5 

FIN 574 

8"" Adoption of posi tioYl of COIill.r~uni ty CI.elegation on Draft 
Decision No 3/80 of the EEC=Swi tzerlsnd and EEC·~Austria 
JOlnt COlTrrntttees - CorrrnllTIl ity trallsi t .-~ arClenc.1ing the 
Agreemc:C-G between t:}e Eu::-opean Economic CO EDJ.l).J:li ty and 
Svvi tzerlffild/.!~.ustria on the a1J1Jlication of the 1'L11e8 on 
COnlIElU'li ty t'ransi t folloV'ling the accession of the Hellenic 
Repu blic to the E'u.rope221 Co:tl'lnnr..t1.i ti os 

9985/80 AELE 
CP 27 
A 46 

9 ,;· Aci..optio:.'J. of the posi tio:..}. of the COrm11'J.l1i ty delegation on 
Draft Decisions of the E~C , ~EFTJ:':.. Joi:nt Committees 
2J~lend i21.g Protocol No 3 cOl1cel'ning the defiY'.:.ition of the 
concept of i:originating ~products n and methoc-;'s of administrative 
co ' ~ opel"'2,tion to take acco"L:.u t of the accession of the 
1-L:llenic Repl) .. blic to the COfD.ll1unity 

9986/80 AELE 40 

... / . .,.. 
d /.-. J-~r. I. or/1h 1:.1/ lm E 



EUROPElill COr:i:;1UNITIES 

THE COUNCIL 

LI ST OF itA II ITEr.JS 

Bru.ssels, '17 October 1980 

f ' .. ..... .............................. ~ • - .. ~ .. • ' ,," .. ..... , ... .... -· ·11 

~ 10438/80 ~ ~ 
.t ~ . ............ '" ...... ..... . "" .. .... + po .... .. " ...... , ... . .. * .... .......... ~ .. . . . , , 
! .. " ....... , ......... "._ .... ....... t .. .. .. ... .. ,. • ,. .. ........ .. ~ .... lo . -! 

: : : TIESTREINT : 
~ .. ~ , .. .. .. '; • .. • • .. • '. ~ .. .... . :0. ." .......... .. ... ), • ~ .. " . ........ It ..- .... 

FTS .:: .. 40 

for~ 66 '1 st meeting of the COUNCIL OF THE EUHOPE.lJ~ COr!m~UNI!I'IE'S ; 
(Economic and Fins~1ciQl Questions) 

Luxembourg, Monday 20 October 1980 (14 . 30) 

t----------~----~------------------------,~ 

1 . Requests for transfers of 2~ppro lJriations within the 
Council's budget estiI1o..tes for the financial ':rear 1980 

10050/80 FIN 558 

~ 

2 . Pro posals for the transfer of appropriations from one 
chapter to another wi thin the COITUllission tI s buc1get estimateE 
for the financial year 1980 

- No 5/30 
10051/80 FIN 559 

ASSL 96 

- No 7/80 
10052/80 FIN 560 

ASSL 97 

- No 8/80 
10053/80 FIN 561 

ASSL 98 

3. ProlJos3,ls for trar.:.sfers of appropriations from one chapter 
to another within the Commission v s budget estim.ates for the 
financial year 1980 
- No 6 (safety of car occupants) 

10370/80 FIN 591 
ASSL 108 

- No 9/80 (assessment 

10480/80 FIN 
ASSL 

and utilization of research results) 

10438/80 

603 
109 

FTS A 40 
n 

, 

.~o/ ••• 

d / - .,.." ,rj"b or J)tJ J.' .. ~ J E 



'-.. . ' 

, ! ~ Ivli ·.Y:H,1. t~es of the 616th COLulcil m8eting~ helrl on 
17 December 1979 (Envirol"lll1ent) 

11818/79 PVjCONS 63 
ENV 196 

+ COR 1 

5$ CO-OiJeration Agre er .. ~ ent vi 4.~h Canada ,(AECL) i:'L~ tlJ.8 field 
of nuclear"'~waste manr.:gement 

-10168 / 80 ATO 113 
7660;/80 AT'O 65 

6 .. Cou:~-,;.cil ass ent 1 under t he second paragraph of .,:\rticle 54 
of the ECSe Treaty y to t h e financing of inVefJtnlen-t 

• • l • .., + h' 1 . t' - l • r> pr? J ec-cs "GO ~:ncrease t 811(1 ;3 v~,~)l, lZ~ - !1 ~ :proc:tUC 'li ~_Ol: O I 
pe..Llets a.nd lHl:9rove "the Cl-'~la..L l ty OI tnls proc1t.1C-G In the 
iron ore mine or proces ~Jj_ng plant at Kirkenes (Northern Norvray) 
b ' " r 1 ..L. • ~" tN-I 0 - I "J ) y -ene comp2cny .L-v[vl8Se-Ls.r:aOe't iJyo_varal1.ger, ' eJ_o \l\ Orway 

10289/-30 SID 138 

7., ... lJJ-p·provG,l of f inancinG lJroj sets for the cOlli"'ltries of the 
HE-cU. t erralleem basin 

10226/80 IiD.sD 53 
FIN 574 

8 ~> Adoption of pO :-3i tion of Co r.:TIT~u.ni ty ctelegatioll on Draft 
Decisi on No 3/80 o f the FI!~C-Svvi tzer18nd and EEC·""Austria 
Joint Co:,.T:xni ttee :3 ~ CO:OJ.lul.uli ty t raJ:1si t --- at1enc1i:.'}.g the 
A !:-I'peY1l 0 i'1 t b 0 t w eeYl t'18 EU.Y·01)A8n EconoTnic COY'I';~,J)l yi tv arlO 
S~i t z-;;lslld/.t\';st;iaJ. 011 tlle.i. ;vl):)licati~~'l of' thc-'"~lies- ~n 
C cmIr,l"'vJ~'l:i t y "tra:1s:L t followi11g th8accessiol1 of the Hellenic 
Republic to t h e b\:t.rope2.:n. Conm111nities 

9985/80 ABLE 
eH 27 
A 46 

9<) lie.option of the position o:Z the Cormnuni ty deJegation on 
Draft Decj_sions of the EECp~EF1T.;'\ Joint Commi tt ees 
amending Protocol No 3 concerni::'lg the d.efil'1.iti on of the 
conce:9 t ofi1originating llI'oduc-ts li 8.l1d jj~lethoc:s of administrative 
co ;~ope: c"vtiol1 to take asco')~'1.t of the accession of the 
Hellenic Hepubli c to the COr£:lTIU-.Yli ty 

9986/80 .PiELE 40 

.~./ ... 
1043:/80 do r /DJr!I/ im E 



10. Adoption in the official languages of the Communities 
of the Council Reg1..1l 8.tion opening, allocating and 
providing for the administration of a. Comm1L"'1.i ty -t ariff 
quota f or aubergines falling within subheading ex 07.01 T 
of the Cornmon Custom.s Tariff ~ originating i n C1prus 
(1980 ) 

10371/80 CY 36 
10026/1/80 CY 33 REV 1 

11 . Written Questions put to the Council by Hembers of the 
European Parliament 

10243/80 ASSQUE 730 
(a) No 1620/79 by Mr GLINNE ..,. Planned constrLlction of a 

nuclear power station at Cattenom (France) 
8395/1/80 ~~SQUE 517 REV 1 

(b) No 611/80 by Mrs HERKLOTZ - Cleaning up of the Rhine 
9631/80 ASSQUE 688 

(c) No 726/80 by f1r ANSQUER - Channel Tu~YJ.el scheme 
9632/80 ASSQUE 689 

(d) No 745/80 by Mr YmRTZ - Refusal of access to certain 
occupations for candidates in the European elections 

9876/80 ASSQUE 690 

(e) No 798/80 by ]\1r I-t\BSBURG - International Labour 
Organization Couvention on the emplo~nent of minors 

9877/80 ASSQUE 691 

(f) No 869/80 by Mr l~10RELAND - Decision-ma.'king at the 
CO"lmcil of Transport l\~inist ers 

9888/80 ABSQUE 702 

(g) No 908/80 by Mrs HOFFr[AN - Situation of the European 
car industry 

9878;/80 ASSQUE 692 

... / ... 
10438/80 dor/DJM/mh E 



,. 4-

12 Adopt ion in the official la:nbuages of the ComrD.lJYli tie s 
of the Council Directiv·e on the a:)p..!.-'oximati on of the l aws 
of the Iilember States rel~\.ting to the protectio::-.:. of 
emlJl oy ees in the event of the ins olvency of t heir ernployer 

10365/80 SOC 352 
10061/80 soc 332 

1 3 ~ Manager1ent Board of the European Centre f or the 
Development of Vocati onal Training: replacement of 
Dr ~1~H. JOHNSON ~ ,;vho hSB r esign.ed 

10165/80 SOC 342 

14. Advi sol'"'Y COHll.!1i ttee on Scu?ety ~ Hygiene and He alth Pro tectj_ol'J, 
at Worlc : replac ement o f Iiu'" John PETRIE a."Y).cl r~Ir J ohn DEWS BURY 9 

al te .J,. ... nat e In.em'bers v!ho h2cve resigned 

101 66/80 SOC 343 

15. Economic a:ld Social Comn:.ittee 

Tempo:cary app ointment o:f officials at gl"o..deo A .. 1, .A 2 
8.l1.d Iu\/3 in the Secretarie.t of the Economi c and Social 
C UI11111i tt e e 

10084/80 CES 114 

'16. RerJ.evlal of the ECSC COl18ultative C0ITll11ittee 

10468/80 SOC 361 

17 ~ Adoption in the of:ficj_al 12..ngu.ages of the C0l111::1Jr.l. i ti es 
of t h e CO"lDJ.cil Re gulat i o:noJ:1 the temporary SUS lj8::J.si Gl1 
of the a-c~tonomoU8 COEm10n Cust oms ~.[iariff duty a~JIJlic 8,bl e 
to certain catalysts fallin g within subheading ex 38 iJ 19 G 

10372/80 UD 121 
10358/80 UD 120 

18. Adopti on of COlIDc il acts in Greek 

10376/80 

190 Emergency a id for El A:311am earthquake vi ctims (Article go 
o f the buds-e t) 

1 0 [1,17/80 ALI~~ 66 
FIN 594 

. ~ It it- / (I e ., 

10438/80 ::I - In 1"'\/- ~t1 e.or/ tJ J. , J. l L E 



- 5 -

20. Draft lettel'"' of amendment to the draft general budget 
of the European COliTIrnXnities for the financial year 1981 
(Pre-accession aid to Portu.gal ) 

10479/80 FIN 602 

210 Replies to the letters from the President of the 
European Parliament on 

- mission expenses 
10367/80 ASSL 106 

STAT 87 
_. revision of the Staff Regula.tions of Officials of the 

European Communities 

10368/80 ASSL 107 
STAT 88 

10438/80 ner/Hr.1/mh 

<a7 

E 



"', 

\ 



IF . ', 531821 
ET404 .,M&iiiZiHHHm,.;iii.S;, 
EL-BV-OB-Q-50-0019-1-04-07 . 

SKP:TCl00423762 - 00023 CUST:423762 
REFl 423762 HRM 
File Desc 2: PO - CH/GH/0059 PAf:T A 1 

R .lllIllllrllllllllllll! 11111 ilill 11111 1,111111111 11111 11111 Illil 11111 11111 

.. 


