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INTRODUCT ION

This report presents the activities of European Coal and Steei
Community (ECSC) Readaptation Aid in 1990. It is the first report on
these activities since the introduction of the new harmonised
intervention system on 1 January 1989. As such, it may be viewed both
as an overview of the principal characteristics of the new system and
the first detalled presentation of aid granted under this system.

ECSC Readaptation Aid has been granted to workers affected by
restructuring in the coal and steel industries since 1954. |Its
objectives aim to ensure a reasonable social protection for workers
affected by restructuring measures particularly as they are withdrawn
from the labour market into early retirement, or forced into
unemployment and to promote an optimal reallocation of labour,
through training and redeployment efforts.

Readaptation Aid is characterised by a special feature, namely the
contribution of the two industries to the financial intervention, by
means of an annual levy on production. In this respect, Readaptation
Ald Is a sectoral intervention tool, acting coherently with
Community industrial policy guidelines for coal and steel, which have
formed the basis for restructuring programmes.

However, while it is a sectoral Iintervention, its objectives are also
complementary to those of the Structural Funds, notably in the case
of intervention in those areas undergoing industrial deciine. In this
respect, efforts to ensure the coordination of ECSC aid with that of
the Structural Funds, In accordance with Regulation 2052/88 '), are
enhanced.

As such, while it operates on a sectoral basis, Readaptation Aid
contributes in a significant manner to overcome the serious socio-
economic Iimbalances faced by the Industries in question and the
regions In which they are located. In this respect, |t commands an
important position In the combined efforts of the Community to attain
sufficlent 1evels of economic and social cohesion throughout the
Member States, a central objective both in the run-up to the Single
European Market and in the implementation of the Social Charter on
Basgsic Social Rights for workers.

1) Counci| Regutation EEC 2052/88 of 24 June 1988 on the tasks of
the Structural Funds and their effectivenass and on coordination
of their activities between themseives and with the operations
of the European invesiment Bank and the other existing filnancial
Instruments.
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JHE LEGAL BASIS AND RULES OF INTERVENTION FOR ECSC READAPTATION

AlD

1.

ARTICLE $6 OF THE ECSC TREATY

Article 56 of the ECSC Treaty provides the legal basis for
the granting of ECSC Readaptation Aid and establishes the
intervention provisions, namely allowances for tideover
payments and resettlement grants and the financing of
vocational training. Aid is conditional upon the payment of
a special contribution by the member state.

a) Article 56 (2)(b)

b)

Until 1989, Article 56 (2)(b) was the sole legal base
used for the granting of ECSC Readaptation Aid. Under
Article 66 (2){b), aid may be granted where the
undertakings concerned are forced by fundamenta! changes
in market conditions not directly connected with the
establishment o¢f the common market to permanently
“discontinue, curtail or change their activities"”.

buring the 1980s the terms of intervention under Article
56 (2) (b) in the steel industry were largely conditioned
by the ongoing crisis in the sector. Therefore,
discontinued or curtailed activity was predominant. More
recently, however, greater consideration has been given
to changes of activity, and in particular to the wider
effects of the ensuing restructuration. While the
immediate direct impact of reorganisation on the
workforce must receive priority attention, the secondary
effects of the restructuring as a whole must aliso be
considered. In this respect, Increased attention has
besen focused by ECSC ald on measures of retraining and
internal transfer in the Industry. This trend was
established in the General Objectives for Steel 1990-1995
and was confirmed in the 1980 aid allocation.

Ar | 1

In 1988, the Commission decided to activate
Articie 56 (1)(c), for the coal industry. This step was
taken to atlow Community social support for workers
affected by modernisation measures, which were In line
with Communitly c¢-1l octicy guidelines, but did not toifi)
the conditions establ ished for aid under
Articte 56(2)(b). Under Article 56{1)(c), aid may be
granted where the introduction of “new technical
procegses Qr equ!'pment” teads to an exceptionally large
raduction in labour requirements and where bt Is
particulary difficuit to re-employ workers.




The Bilateral Conventions

Since 1st January 1989 a common intervention system has been
in force for the granting of Readaptation Aid. Harmonised
bilateral conventions, which establish the terms of
tntervention, have been signed between the Commission and
the Member States.

The previous system encompassed bilateral agreements or
arrangements, which led to a series of differentiated aids
throughout the Community. While it was intended to ensure a
comparable protection for every worker, in practice
substantial differences in the levels of assistance were
evident, In view of the widely diverse national systems of
social protection and thus national contributions.
Moreover, the considerable reductions of production
capacities in both sectors, in the eighties, led to mass
redundancy programmes. The ensuing financial! burden on the
ECSC budget exceeded resources.

In an effort, therefore, both to harmonise the conditions
governing the granting of aid and to overcome the budgetary
problem, the common intervention system was adopted. This
system contains fundamental Iinnovations vis 3 vis the
previous system. Firstly, It specifies maximum rates and
levals of Community participation for five defined social
accompanying measures. A range of ceilings comes into play
to ensure that aid is more evenly distributed. Secondly, It
takes Into account the economic potential of the various
reglons of the Community, offering increased rates of aid
for workers in areas where ths economic situation s
unfavourabte (GDP of below 75% of the Community average).
Thirdly, it introduces flexibliity margins to accommodate
exceptional Increases in aid in certain special cases eg.
where a Member State undertakes innovative social measures.

The five standard social accompanying measures financed by
ECSC Readaptation A1d are early retirement, unemployment,
internal transfer, ¢xternal Tredeployment and vocational
training. The rates of ECSC participation are defined In the
bilateral conventions as follows:

Bax1aus Maxioua
5targord cordr -DLtion Duration fixed celling
Situation (as a percentage {In gonths} {In ECU)
of saiary)
farly Retirement 133 (181)° 18 4,000
Unesp loysent 123 (163)° 15 3,000
Internal Transter 5% 12 1,000
External RecéQIOysent 10t 12 2,000
Tratning $53 (650 12 4,000

* in areas where the ecanca(c situatlion is unfavourable



In addition to the specific ceilings, an average general
celling of ECUS 3,000 per worker (per sector) applies.

The bitateral conventions also stipulate the general terms
of intervention, these establish that applications must
relate only either to the current year, or the preceding
ohe. Moreover, they allow for transitional provisions during
a period of two years after the implementation of the new
system, which provide for an increased leve! of aid.

Payments and Cancellations

The blilateral conventions aiso limit the lifetime of
commitments of aid, by requiring that the final payment
request must be received by the Commission no later than
3ist March of the fourth year after the Commission decision
to set aside funds. QOutstanding balances are then cancelled
in that year. An implementation report on the progress of a
programme must accompany the final payment request referring
to that programme. This allows an appreciation of the
changes which have taken place between application and
implementation stage and also serves as a final
justification for payment claims made.

For commitments of Readaptation Aid under the steel Social
Volet, and now also under the RECHAR Community initiative, a
member state which certifies that the programmes have
commenced may receive an advance payment of up to 50% of the
ald committed.

Until the implementation of the bilateral conventions,
unused credits -of Readaptation Aid were canceliled only with
the consant of the relevant member state, as the Commission
decision to set aside funds for the benefit of ECSC workers
in the member state amounted to a formal undertaking without
any limitation on time.

The new bilateral conventions have Introduced a system of
automatic cancellations, whereby unused credits are to be
cancelled on 3J0th June of the fourth year after the
Commission decision to set aside funds. In addition, a new
cancellations rule has been applied to aid committed prior
to 18t January 1983. In effect, uniess a member state
certifies that the esxecution of a readaptation programme has
been delayed, 80X of the unused credits will be cancelled,
with the remair.iyg baiancs beiny cancalled aftar a further
12 months.



4.

1990

Forms of Readaptation Aid

ECSC Readaptation Ald is provided under three forms:
traditional aid, the Social Volet and the RECHAR programme.
Traditional ald is granted to workers in both the coal and
steel sectors and Is calculated solely on the basis of the
bilateral convention. The Social Volet and the RECHAR
programme provide supplementary provisions of aid, in the
former case for workers specifically engaged in the steel
industry, in the latter for coal workers in specific mining
regions. Aid under these supplementary programmes is
allocated on the basis of specific provisions (see
Section 1V). Generally, two decisions to grant traditional
2ld are taken annually and one each for the Social Volet and
RECHAR.

AID _AND THE INDUSTRIAL AND EMPLOYMENT CONTEXT

The Empjoyment Situation

ECSC Readaptation Aid in 1990 is to be viewed against a
background of heavier Job losses than anticipated in the
steel sector, and a -continuing significant loss of
emptoyment in the coal sector.

In the steel sector, there were soms 37,300 recruitments
(cf. 41,000 in 1989) against 54,800 departures (cf. 55,000
In 1989), representing 17,500 net jJob losses (cf. 14,000 in
1989). While the largest reductions were noted in Denmark (-
16,3%), lreland (-8%), Portugai (-6,4%) and Luxembourg (-
6%X), these changes relate to relatively small workforces.
The heaviest job l1osses were, in fact, recordsd In Germany,
the United Kingdom, France and italy.

The number of coal workers dropped sharply again to around
270,000 at the end of 1990, with 27,000 Job losses in that
year. This follows a drastic net drop of 37,000 in 1989,
representing a total reduction of 19% in the workforce over
this two-year period. Recrultment remained extremely low.

Some 79,000 ECSC workers received Readaptation Aid in 1990.
Of the 184 MECU of financial assistance granted under
traditional aid, some 53X was allocated to the steel sector
and 47X to coal. ’

Aid was granted to workers whose jJobs were affected, for the
most part, in 1989 and 1990. However, certain workers who
wore affected by earlier industrial programmes were aiso
covered by the 1990 aiilocation under the terms of the former
conventions. This is evident only in the steel sector for
France, the Netherlands, Luxembourg and Spain and |Is
attributed largely to the staggering of applications for
aid, resulting from massive job cutbacks in the steel sector
in the early eightics.



The relatively high amount of aid granted in the stee!
industry can also be explained by the high level of recourse
to more expensive social accompanying measures in the steel
sector, such as early retirement and vocational training,
than in the coal sector, where recourse to these social
measures is not highly evident in all Member States.

The industriai context

The transformation of the steel industry, which commenced in
the late seventies at the outset of the severe crisis in the
sector, has entailed large scale closures and capacity
reductions, accompanied by thorough rationalisation of
plants and production management. Given that the phase of
major capacity closures is now over, in most Member States
what remains is largely a re-orientation in production
techniques and processes.

In’this respect, it is anticipated that the 1980 grant will
reflect the final heavy restructuring in the sector.
However, social measures must now adapt to these new needs,
particularly as regards training and internal transfer, to
accommodate such changes and promote the redeployment of
manpower . -

The coal sector, on the other hand, is likely to require a
sustained high level of social assistance. This, in view of
the major programmes which are continuing in the larger of
the Community industries. In certain Member States, thesse
programmes are geared towards phased closures. Such
programmes are underway, for example, in France and Beigium,
where the ensuing definitive reductions in production in
1989/90 were reflected in the 1990 ECSC grant. Meanwhile, in
the UK for example, emphasis is placed on the carrying out
of far reaching but necessary restructuring, including in
partaicular the closure of high cost capacities and the
rationalisation and modernisation of currently viable
capacities 1n order to cut down costs and ensure continuing
competitiveness, mainly by the introduction of new technical
processes and modern equipment. The subsequent 1989/90
reducti1ons in manpower are equally identifiable in the 1990
ard altiocation.

In this respect, while the slteel sector has benefitted from
an additioral “social volet” of aid, since 1988 f(to end in
1990 ) anr 1990, o new JJ4ditiona. budget was aise a!located
for specific socital measures 1n the coal sector, under the
RECHAR programme, which s to run until 1993.

ECSC OPERATING BUDGET 1920

Allocations under the 1990 ECSC Operating Budget for
Readaptation Aid were as follows:

Traditionatl ard . 184 MECUS
Soctal volet (steel) 50 MECUS
RECHAR (coal) . 40 MECUS



The ECSC Operating Budget is made up both of Community own
resources and of those raised from the levy imposed on ECSC
undertakings. In 1990, the levy rate was maintained at 0.31%,
however, the Commission has decided to reduce this to 0.29% as
of 1991. ECSC Readaptation Aid accounted for 50X of total
requirements in 1990, as opposed to 59% in 1989 and levels of
over 60X in the years up to 1988. Hence a steady decline in the
weight of Readaptation Aid vis-a-vis other ECSC budget lines is
evident.

V. COMMITMENTS 1990

1. Jraditional Ald

a) Qverall amounts committed

In 1990, applications for ECSC Traditional Aid were
received from 11 Member STates. These were dealt with in
three separate decisions to grant aid in the months of
August, November and December. The November grant was an
exceptional measure taken to avoid undue hardship for
workers concerned by one particular case. Some 84% of
workers affected received aid under the new Intervention
system which was thus well established in 1990.

The 1990 commltment included an additional amount of aild
intended to alleviate the transition from the former to
the new aid system. In conformity with the bilateral
conventions, this extra ald may be requested by Member
States to compensate the loss of aid experienced under
the new convention vis 3 vis that provided under the
formaer convention. As such, in 1989 50X of the difference
between the amount which would have been granted under
the former convention, and that granted under the new was
provided and in 1990, 25X was avallable.

After application of the terms of the bilateral
conventions, the tota! eligible ECSC aid amounted to
209,971,592 ECUS. In view of a budgetary shortfali the
“reserve clause”, as established under Article 10 of the
convention, wias applied. Consequently, a linear reduction
of 12.37% was made to all! the eligible amounts, across
all the Member States. The distribution of the final
amount  of traditiendl a:d granted in both sectors
(184 MECU) 1s shown in tabte 1.



TABLE 1:

ECSC Traditional Readaptation Aid 1990
Commitments Coal and Steel

Member State Iron and Steel Coal
Workers Amount in Ecus Workers Amount in Ecus

Belgium 297 795,366 3,125 9,242,322
Denmark
Germany 5,611 14,583,524 4,856 13,031,357
Greece
Spain 1,662 4,369,277 1,099 2,697,500
France 12,482 32,014,715 3,433 14,521,029
Ireland
Italy 11,455 22,996,658
Luxembourg 3,217 8,197,107
Netherlands 1,338 3,045,788
Portugal 4,477 7,125,819 135 234,769
United Kingdom 1,606 5,253,232 24,703 45,891,537

Total 41,945 98,381,486 37,351 85,618,514




b) Stee! sector

In the steel sector, where separate applications at the
level of the individual plants and undertakings are more
evident than in the coal sector, a total of 61
applications were received from nine Member STates. Of
those, 54 were deemed eligible under Article 56(2)(b) of
the ECSC Treaty and aid amounting to 98,381,486 ECUS was
granted accordingly, for the benefit of 41,945 workers.
Those applications refused did not meet the conditions of
industrial eligibility (discontinuation, curtailment or
change of activity).Table 2 shows the distribution of
this aid, across the Member STates in MECUS, table 3
shows the distribution of workers in receipt of aid. An
average of ECUS 2,345 per worker was granted.

Table 2: Traditional aid to the steel sector — in MECUS

MECUS
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d) Social accompanying measures put intc operation

As regards the social measures put into operation,
table 6 and 7 illustrate the situation in both sectors.
It may be seen that early retirement was the situation
most favoured iIn both sectors in tine with the social
consensus. As such the older workforce are let go,
enabling the younger workforce to maintain their
employment and prepare for the new skills required. Early
retirement, as an expensive social measure and in some
countries that which Iis employed almost excliusively, is
supported to a higher degree by ECSC aid than most other
measures. It is a social measure perceived by evaluation
studies to be an effective short-term solution.

Moreover, it may be ascertained that in the steel sector
a large proportion of workers underwent vocational
training. Vocational training, also a costly measure, is
equally keenly supported by the ECSC as a key factor to
the redeployment of workers into new Jjobs, and to their
long-term empioyment prospects.

In the coal secto[ there was unfortunately a high
incidence of unemployment where workers were not
redeployed, trained or given the opportunity of early

retirement. AS a social accompanying measure,
unemployment is not supported by ECSC aid to a high
level, a policy intended to encourage Member STates to

empioy more innovative social programmes to boost
redeployment.

Table 6 ~ Soc¢ial accompanying measures in the steel sector
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Table 7 - Social accompanying measures in the coal sector
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e) The context in the Member States

various industrtal trends are evident n each ot the Member
STates. which account for the levels and types of aid granted.
nere follows a braef coverview ©Of the ingustraial context and
~e3sures undergone by the warkers thus affected.

EELG UM

wrile the volume ©Of a:c to the stee! sector has diminished, as
"3¥s reslryuctyring reaches an ena, that to workers in the coal

©Tu5%7y .5 teing manta ed at a nigh tevel, 1n the final chases
f the complete closure ¢! Belgium's coalfieids. Some 3,125 coal
wOrkery received 303, reariy £2% 0! them were to unrndergo training

ard a signrifucant ureporti:on were  able to be redeployed
crediateiy AN oarnagyt.ee feature of Belgian coal reconvers:on
NICEY & 'S the  TBegc.ecslonzsdicnst  Lambourg Milzebied” which
Stovides bas. ¢ tra'nany  andg Ndividual guicance 10 asstst
minewor«ers to Ga)n rew erpioyment. The remaining workforce of
the tast Beig:an coai wurgertaking, Kempense Steenkolenm) )nen,
~tangs at some 3,000 ciesure 1S anticipated by 1992. A total of
16,000 wotkmrs has bteer aftectled Ly the phased closure, which
commenced in 1987



GERMANY

In anticipation of the submission of a plan for the
restructuring, rationalization and modernisation of the German
coal industry by the government, applications for aid are being
examined in the framework of the decision of the "Kohlerunde" in
1987 to reduce coal output by 15 million tonnes over an eight-
year period, leading to an envisaged production of 65 million
tonnes in 1995; 50 significant levels of aid are being maintained
in this sector. Some 4,517 workers were affected by these
reductions of activity in 1990. In the steel sector, a further
5,411 workers were affected by the ongoing restructuring, which
was more pronounced in 1990 than anticipated, given that marked
improvements in market conditions had been evident. The majority
of workers in both sectors took early retirement and, as such,
received both severance grants and tideover allowances under the
German system. As regards early retirement, the substitute worker
principle is heavily applied. In this case, a Jjob is released
elsewhere in the undertaking by an ECSC worker not directly
affected by restructuring and who has reached the age of early
retirement, to be filled by a younger ECSC worker, directly
affected by the restructuring programme. 1990 programmes in the
new German Ldnder wilil be covered by the 1991 budget allocations.

SPAIN

As In other Member STates, the large-scale steel restructuring
underway since 1984,is drawing to a close. Redundancies have been
staggered over years to alleviate the financial and social impact
of the major programmes, in this respect the 1,662 beneficiaries
in 1990 represent largely the tail-end of workers affected. A
special fund exists in Spain for the redeployment of redundant
steel workers. Managed on a tripartite basis by public
authorities, employers and workers, the “Fondos de Promocidn de
Empieo” aims to compiement social protection levels, boost
redeployment efforts with incentives for prospective employers
and organise training and placement programmes. Capitalisation of
unempioyment benefit is also available for those wishing to start
up a business. In 1990, 99X of affected workers went into early
retirement unger th:s scheme.

However, 1n contrast, restructuring in the coal sector is in its
sarliest stages, the action plan having only been agreed on in
1990. This plan nctudes 1n particutar social measures for
workers affectes by closures of non-viable mines. While 1990 aid
was still at a very low level, with a mere 1,099 beneficiaries, a
surge n levels required could be experienced in 1991 when more
undertakings which were previously not covered by the national
system will have presented¢ their strategies.



FRANCE

Policy in the French coal sector is geared towards the phased
definitive reduction of production. In this respect, the effects
of the closure of non-viable exploitations are only being
partially compensated by concentration on the more profitabte
mines. In 1990 the last mines of the Nord-Pas-de-Calais
operations were closed. Charbonnages de France runs a policy of
social measures directed essentially towards early retirement and
redeployment. In this context, It gives priority to vocational
training linked to the search for new employment. As such, in
1990, of the 3,433 workers in receipt of aid, some 30X benefitted
from early retirement measures and 40% were immediately
redeployed outside the sector. The remaining workers were either
made unemployed or transferred within the undertaking.

As regards the steel sector which in 1988 had witnessed the
formation of the holding company USINOR-SACILOR to cope with the
major restructuring, some 4,419 workers received aid under the
1990 programme. A further 8,000 were in receipt of aid, as the
tail-end of a muiti-annual programme which had been staggered to
alleviate the burden on the budget. 1990 was the final year for
the application of the Generat social protection conventions.
These allow for early retirement or similar measures (dispensé
d'activité) from the age of 50 years and extensive training
transfer measures to encourage the redeployment of other workers.
Some 80% of workers affected in 1990 went into early retirement.

{TALY

In contrast to other Member STates, restructuring in the ttalian
stee! industry continued in 1990 with a significant Impact.
Certain significant capacity reductions were noted within the
public undertaking (LVA. Moreover the private undertakings
continued to adapt their production strategies to the changing
market s:tuations. A total of 11,455 workers were in receipt of
aicd. A large proportion of these workers were transferred
internally, after a brief period of retraining. A further
sign:ificant numter took early retirement and a large proportion
were covered by a specral fund, the “Cassa Integrazione Guadagni
Straorainaria™ (CI1GS). Financed by the ltatian government, this
fund atlows for certa:n workers from undertakings In "crisis
situations™ to undergo a fixed period of partial unemployment,
guring which the.r c3iary s assured to a leve! of up to 80X.

LUXEMBQURG

Workers affectec by a programme of several years duration were
covered by the 1990 grant to the steel sector. This encompassed
3.217 pbeneficiaries, leaving a total of some 10,000 workers left
tn the 1nadustry White the majority of workers entered into early



retirement, the remainder were either redeployed successfully
outside the industry, or underwent training. Further cutbacks are
envisaged over the next years.

NETHERLANDS

The Nether lands too is reaching the last phases of the reductions
in stee! capacity experienced throughout the eighties. 1890 aid
covered workers from 1986-1990 and involved 1,338 beneficiaries
who underwent training and internal transfer or entered into
early retirement. Some 17,000 workers remaln in the industry.

PORTUGAL

A large-scale restructuring programme is underway in the steel
sector, where the undertaking Siderurgia Nacional accounts for
nearly the totallty of production. Since 1886, a third of the
workforce has been let go leaving the remainder to be largely
retrained, to manage the changes in production undertaken as part
of the restructuring. In this respect some 4,477 workers,
affected in both 1989 and 1990, benefitted from aid, the majority
of whom were retrained and internally transferred. In the coal
sector, the introduction of- new technical processes led to 135

redundancies. However, a policy reversal in 1990 will lead to the
closure of Portugal‘s mines by 1994. In this respect, the
remaining B09 workers will be affected in future years.

UK

The coal sector in the United Kingdom has undergone massive
restructuring and rationalization since 1985, with the loss of
some 127 .000 Jobs. As the heavy reductions in manpower became
increasingly out of proportion in retation to the reductions of
product:ion recorded during recent years, large numbers of workers
could not be considered as eligible under Article 56 (2) (b)
(discontinuation, curtaiiment or change in activity). However, on
application of the criteria set down In the Commission decision
of 19892’. these recdundancies could be financed under Article 56
(1) (c) (introcuction of new technical processes or equipment)

In 1990 an application for a.id was presented for workers affected
in the preceding year, 17,723 under Article 56 (2)(b) and 6,980
under Article 56 (1)(c¢).

While a:10 was acplied for unzer four out of five of the available
measures, the vast malc- ity of workers received all or part of
their benefits n substantial one-off lump sums for which the
ECSC contribution was relatively low. The short duration of
training courses, appror:mately eight weeks, available for a
tota! of 881 workers, also restricted the extent of ECSC
intervention. As a3 result, the average amount of aid paid by the
ECSC to UK coa! workers was one of the Ilowest of all Member
STates at 1,857 ECU.

]

Commission Daciston E1679/89 of 21st December 1989
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In the UK steel sector in 1990, application for ald was made in
respect of 1,606 workers in eight undertakings affected by
restructuring. More than 50% of the workers concerned benefitted
from extended periods of vocational training, averaging 44 weeks.
Of the balance remaining, 432 took early retirement, 199 were
employed outside the industry and 151 remained unemployed.

The Social Volet — aid to the Steel sector

The Social Voiet is a complementary aid programme specifically
geared to steel workers. Additional Social Volet measures have
been practised since 1981 when the crisis in the sector peaked.
In view of the ongoing heavy restructuring throughout the
eighties, in 1988 it was deemed essential to continue this
suppiementary ald and a further programme was embarked upon.
Under the Social Volet, aid to the worker may be doubled,
bringing the ECSC participation up to a more representative level
vis-3-vis the total costs involved in such programmes.

This current Social Volet covers the years 1988-1991 and disposes
of a budget of 150 MECU. Whereas, in earliier programmes a
transfer of credits from -the EEC to the ECSC budget was
necessary, this programme is financed wholly by ECSC
appropriations.

Social Volet aid is largely a comptement to traditiona! aid, and
provides financial assistance for two measures, early retirement
and re-employment. As the major restructuring is now completed
and consequently 1the extensive recourse to early retirement
measures Iis also drawing to a close, this is 1o be the final
programme.

A maximum amount of ECUS 3,000 is granted towards wearly
retirement measures. Hormally, the grant applies to an extension
of the period of early retirement by a further 18 months, the
initial 18 month period having been covered by the traditional
aid grant. As regards re-employment, a maximum amount of
ECUS 2,000 is granted. Again, normally the workers eligible under
this measure are those aiso 1n receipt of traditional aid under
external transfer.

In 1980 the adad:tionai budget for steel accorded to the Social
Volet amounted to 50 MECU, aoplications for aid were received by
nine Member STater. for the f..st *t:me, the budget was not JTuily
exhausted, with totat commitments of 45,216,070 ECUS for 17,268
workers. Just 25 MECU remains for the final phase of the
programme in 1991,



Table 8 shows the distribution of aid across the Member States.
It may be seen that some 92.5% of the aid committed was destined
for early retirement measures. Just 1,792 workers benefitted from
re-employment grants.

Table 8: Social Volet aid - in MECUS
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3. The RECHAR Programme - atd to the Coal sector

RECHAR3) is a new Community programme, which s to span 4
years, 1990-1993. Bringing together finance from the Structural
Funds and other financial instruments (ECSC Readaptation Aid and
loans, EIB), i1t s a programme specifically geared towards the
economic convers:cn of those coal mining areas worst affected by
industrial decline. Such regions are those which have experienced
a particulariy hign level of dependency on the coal industry and
thus exceptionally high job 10sses, as defined in the Commission
Communication. Tnis represents the first occasion 21that ECSC
Readgaptation Aig has been regionalized.

3) QJ n” C.20 of 27th January 1990.
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In contrast to aid provided for RECHAR under the Structural
Funds, Readaptation Aid operates with a budget defined annually.
As such, the first tranche of aild was committed in 1990, with
further provisions to be made available in the ensuing years.
However, while separate Decisions are taken for the granting of
Readaptation Aid, these are annexed to the RECHAR operational
programmes, thus providing for a certain coherency, which may be
further enhanced by a co-monitoring of the projects.

Under RECHAR the ECSC provides Readaptation Aid towards four
measures namely early retirement, "traditional" wvocational
training, pre-training and redeployment4). The pre-~training and
redeployment measures are of an innovatory nature, both in the
Member STates and as regards ECSC participation. They are
specifically geared towards the problems exper ienced by
mineworkers with their Ilow capacity for re-employment in these
declining areas.

Pre-training is aimed at overcoming obstaclies faced by workers
with few or no qualifications, with soclal and psycholiogicatl
handicaps (eg. lack of industrial expertise, motivation) and, in
the case of migrant workers, with language problems. The ECSC
support for pre-training programmes is intended to bring the
workers concerned up to a level, at which they may undergo
traditional vocational training. The terms of ECSC participation
"are those iaid down in the bilateral convention for vocational
training ie. a maximum 12 month period is financed, within a
celling of ECUS 4,000.

Aid for redeployment is intended to assist redundant mineworkers
to take up self-employment. A range of activities are eligible
under this measure, for example the provision of professional
advice and ongoing assistance, the administration and consultancy
costs of enterprise centres, and the costs of supervision in
workshops accommodating new!y established businesses. A fixed
amount of ECUS 3,000 per worker is granted under this measure.

The more established measures of early retirement and training
are largely compiementary to traditional aid. As regards the
former, under KRECHAR, ECSC assistance provides an extension by 18
months of the per.iod of early retirement already undergone under
ECSC traditional aid, to a level of ECUS 4,000.

As regards traditional vocationat! training, in the hajority of
mining rogscny s a5 vier U 3 teing tre kay to solving the
particular problems faced. Generally, such regions are lacking in
the skillis base required to undergo the transition to new
economic activities. Aid for training under RECHAR is avalilable
in two forms, either the ECSC traditional aid participation of
55% of the salary 1s increased to 100X, or the training period
1tself 18 extencged dby g marsmum of 12 months. Generally, recourse
is made to the former opt:on.

4) Commission Communicaticn 90/C 185/04 OJ n° C.185 of 26th July
1990.
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The first year of ECSC participation in RECHAR was marked by a
high take-up rate. In 1990 applications for aid were presented by
all six coal producing Member States, a total of 20,267 workers
benefitted from the available budget of 40 MECU. Totatl eligible
aid amounted to 44,619,621 ECUS, necessitating a proportional
reduction of t0.35%, in view of the budgetary shortfall.

40% of workers took advantage of pre-training measures, an
indication of the value and even necessity of such basic training
for coal-workers, who find themselves on the labour market, often
for the first time. However, as regards this innovatory measure
and that of redepioyment, both figured only in the programmes
presented by Belgium, France and the UK. Such positive
initiatives to provide new qualitative measures are to be

welcomed and efforts will be made in 1991 to encourage a greater
recourse to these two measures by the other Member States.
Moreover, It is envisaged that greater insight will be gained

into the operation of these new measures and the costs involved.

The lion’'s share of the budget went towards early retirement and
traditional vocational training, as indicated in table 9 which
shows the distribution of aid across the Member States.

Table 9: RECHAR ECSC aid - in MECUS
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AN ASSESSMENT OF 1990 AID LEVELS

1.

As stated, the common intervention system allocates an
average general amount of aid of ECUS 3,000 per worker. As
already established this represents a considerably lower
level of aid than that granted under the former system.
However, an assessment of 1990 aid reveals a theoreticai
average "eligibie amount® of aid of just ECUS 2,487 per
worker. This amount does not include the additional cost
(25X of the difference in respect of aid leveils applicable
under the former convention) which is taken into account
during the transitional psriod.

Certain elements may explain this low level of eligible aid.
For example, ECSC participation in unemployment measures in
the United Kingdom coal sector was limited, in view of the
high recourse to severance grants for redundant workers.
Moreover, high levels of internal transfer and retraining in
the 1talian steel sector entailed only moderate costs. This
may also be the case for Portugal, despite the increased
ceilings appticable to this country.

However, in 1990 the application of the ‘reserve clause’
and the resulting sweeping linear reduction of 12.37%
significantly cut the levels of aid deemed eligible.
Consequently, the average amount of aid granted including
transitional supplementary amounts was Just ECUS 2,320 per
worker. This was the highest overall reduction rate ever
applied for Readaptation Aid since the principle of a
“reserve clause” was introduced. It coincided, moreover,
with the Commission decision taken Iin December 1990 to
reduce the ECSC levy rate from 0.31% to 0.29%.

In conclusion, it is clear that under the double effect of
the restrictive approach of the new Iintervention system
(ceitings) and the insufficient ECSC budget resources, the
real amount of average Readaptation Aid per worker is
conditioned to fall way beneath the nominal ceilings
introoguced by the system. This means also that the
proportion of the ECSC contribution vis-d-vis the total
costs of the soc:al measures in the Member States bhas
greatly c¢im:inished. An assessment of early retirement
measures, for example, indicates that in past years the ECSC
contribution may have accounted for some 15X, whereas In
1690 this ieve! wls between 5X and 7X. This regressive
tendency «n the Community contribution will be felt even
more keenly, 1n the steel sector, as by the end of 1991 the
complementary programme assuring an extra aid of a maximum
J000 ECUS/worker - the Social Volet - will come to an end.
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It will, therefore, have to be examined how Readaption Aid
can be protected against further erosion and ensured that
its additional character vis-a-vis the cost of measures in
the Member States be maintained. This will have to be done
with consideration to elements such as the inflation of
salary levels, the perspective of diminishing ECSC resources
and the necessity of keeping aid levels under the ECSC in
line with those practised by other Community funds, in
particular the ESF.

Vi. 1990 PAYMENTS AND CANCELLATIONS
1. Payments

During the year 1990, some 196 payment requests were
processed, all of which related to pre-1989 commitments of
aid. 176 MECU was paid to the Member States, representing
just over one quarter of total commitments of aid on the
accounts (see Annex [). At the start of the year, officials
visited Member States to carry out controls on these
payments and no particutar probtems were observed.
Implementation reports were received from Spain, Ireiland
and fttaly on the completion of readaptation programmes
approved by the Commission prior to the new bilateral
conventions. The information contained in the reports on
the implementation of the programmes and the evaluation of
their effectiveness confirms the Commission’'s view that such
reports, now required under the bilateral conventions, will
add to its appreciation of the social effects of
restructuring and the areas at which Readaptation Aild should
.be targeted.

Together with the cancellations carried out in the same
financial year, the total clearance of accounts was 36%,
which surpasses the goal of moving 25-33% of the accounts
annualliy.

During the course of 1990, certain Improvements were made
with the assistance of DG XI!X and DG XX, vis & vis the
transparency of accounts and efficiency of payments. In an
effort to enhance the transparency of accounts, grouped or
global accounts were sub-divided into accounts per
commitment of aid. In addition, a payments system,
reflecting the new intervention system (s currently being
developed within the services of DGV, with expert
assistance.

2. ggn;gllgtuggé

The implementation o¢f the new rule for cancellations
resulted 1n 3 partial clearance of pre-1987 accounts and an
exceptional temporary increase in the amount of aid being
canceiled, which in 1990 reached some 80 MECU. However, with
the new annua! procecure, this large amount of canceiiations
witl not be repeated.
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1990 OTHER ACTIVITIES

1. Studies

Two major studies were commenced in 1990, one in each
sector. In October 1989 the results of a study carried out
by the Sozialforschungsstelle Dortmund (SFS) on vocational
training requirements in the European iron and steel
industry were discussed at an expert meeting in Luxembourg.
The study was completed in the course of 1990 and is now
available in printed form. In 1990 the SFS embarked upon a
complementary study focusing on the view of the Trade-Unions
as regards the developing needs for training methods in the
European stee! industry to accomodate the chaillenges of
changing market conditions. Its recommendations will be of
significant use to future considerations on the developments
of ECSC Readaptation Aid policy, which places increasing
emphasis on the objectives of retraining and re-employment.

A further study was launched in 1990, in the coal sector
entitled "“Social Repercussions of Restructuring in Coai-

mining Regions™”. It aims to compare and contrast the
var ious measures taken to counter the adverse impact of the
declining coal industry on these regions and make

recommendations for the best means of minimising the
continued effects. The results of this study are due to be
published in 1991.

. Computerisation

in 1990, a computerised system for the registration of
apptications and the calculation of aid was fully developed
and put into operation. This system provides for an
efficient application of the elements laid down by the
bitateral conventions to determine the amount of eligible
aid per worker and has speeded up the process considerably.

Its complex applications ensure, moreover, for an effective

gathering of statistical information which will atliow future
foltow-up of beneficiaries and soclial measures undergone. In
1991, it is anticipated that the system wiil be further

developed to encompass payments of aid.

. Eastern Germany

wWith German unification, discusstons were held (O assess the
needs in the Eastern coal and steel sectors, as regards ECSC
Readaptation A:d. While no applications for financial
assistance were made by the German government in 1980, the
immenses scale of the future demand on ECSC resources became
evident. Of an estimated total of 100,000 ECSC workers in
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eastern Germany, some 50X are expected to be affected by the
profound restructuring required in these industries over the
next years. It is agreed that ECSC participation in the
readaptation programmes will commence as of 1st April 1990.

Court of Auditors Report

During 1990, the Court of Auditors Report on the accounting
and financial management of the ECSC (Annex to the 1989 ECSC
Annual Report) together with the Commission’s replies, was
publ ished. ‘

A significant part of the report was devoted to the area of
ECSC Readaptation Aid. The Court’'s observations centred on
the adequacy of the analysis of objectives and effects and
whether in this regard sufficient statistical information
was available. The Court also reviewed the procedures
relating to the granting of aid and the general
administration of the new bilateral Conventions which had
recently come into effect.

The Commission indicated .inter atia that many of the Court’s
concerns had been overtaken by the introduction of the new
common system of intervention. However, the Commission
agreed to pay particutar attention to certain areas
Including the production of a periodic report on its
activities specific evatuation studies to be carried out
and an examination, in conjunction with the national
authorities, of the technical implications of the
introduction of the new common system of aid.

In its resolution®) granting the Commission a discharge on
the financ1al management of the ECSC for the year 1989, the
European Partiament inter atia was of the opinion that a
compiete analysis of the results of the Commission and
Member States restructuring policy ought to show an
improvement 1n compatitivity made possible by. increased
productivity ang estabiish the effects of the economic and
social policy 1n the regions concerned.

§5) 0.4J.

C.129 of 20.5.9!
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CONCLUS IONS

In 1990, under the ECSC traditional aid allocation, an esnhanced level
of soclal protection and/or improved re-employment opportunities were
guaranteed for some 79,000 workers, whose employment was adversely
affected by restructuring in the coal and steel industries. Thereby,
the major objectives of this aid were achieved, objectives further
reinforced by the added amounts gained by a significant number of
these workers under the supplementary programmes, social volet and
RECHAR.

Readaptation Aid constitutes both a complement to individual efforts
made in the Member STates to boost employment and a direct
contribution to economic and social cohesion in the Community. Its
intervention is felt sectorally, by virtue of its tasks under the
ECSC Treaty and regionally, in the declining areas where the
industries in question are being confronted by profound changes. As
such, on a global tevel, this ECSC social intervention was pursued in
1990 on a level comparable with that of previous years, both as
regards the amount of aid granted and the number of beneficiaries.

Readaptation Aid has, however, experienced a certain number of
deve lopments, as regards its substance, terms of intervention and use
of financial resources. From the results of the 1990 operatiocons, it
is already evident that the objectives of the reform - harmonisation
of aid and control of expenditure - have been achieved. Once the two-
year trangitional period is over, the definitive form of the new
intervention system, as introduced on 1st January 1989, will be fully
apparent.

Notwithstanding its very specific features (eg. broad range of
measures supported, means of finance) Readaptation Aid has become
more akin to the other financi1al instruments of the Community. Of
course, without adaptation of the ECSC Treaty or the Structural
Funds, the complementary nature of ECSC aid will remain partial.
Nonestheless, the ECSC intervention 1n the Community initiative RECHAR
and notably the link established with the regional programmes put
into operation are an (ndication of the progress which may be made in
this respect.

Moreover, t(he criteria for intervention have evolved, notably as
regards the industrial contert, allowing for increased efficiency and
transparency of actions financed. In the coal sector, the definition
of the scope of applicat:on of Articie 56 (2) (b) was progressively
fine-tuned. This, 1n part.culadr 1n relation 1o undertakings whare the
rate in reduction of the workforce 18 no tonger strictly proportional
to the rate in recuct:ons of production.

In the stee!l sector, emchas s wds placed increasingly on the notion
of internal transfer ana the necessary requalification, which goes
hand in hand with the process of restructuring and definitive changes
in production. This follows the trend established by the Commission’s
General Objectives for Stee!l 1990-1995 and will be eguatly pursued in



future years. A significant 35% of the beneficiaries underwent
training (20%) or were redeployed into other jobs. in view of the end
of recourse to age-related measures in several! Member STates, this
re-orientation of aid towards the redeployment of workers rather than
early retirement will take on an increased significance in the course
of the next years.

Moreover, it has been possible to open up Readaptation Aid, notably
in the coal sector, to new qualitative interventions such as basic
pre-training and assistance in taking up self-employment. It s
envisaged that a greater take-up of these innovative measures will be
evident in 1991.

As regards payments, the shorter time |limit introduced by the new
bitateral conventions for the presentation of requests has posed
problems for the operations of some Member STates. Indeed, it is
often difficult to adapt the handling of payments made at national
level to that required for Community purposes. Nevertheiess, efforts
are being made to ensure that the accumulation of unused credits
under the new intervention system is avoided.

One of the major developments of 1920 and that felt most keenly at
the national level!, is the fall in rates of ECSC intervention, well
below the levels intended by efforts to control expenditure under the
new intervention system. While 1t is true to note that the total
amount of eligible aid requested in 1990, at ECUS 209,971,592, also
included financing for programmes put into operation before the new

system and was, therefore relatively high, it must also be
acknowleged that the estimation of needs on which the annual
readaptation budget s determined, one year in advance, is often

insufficient.

Moreover, there 1s a danger that the levels of aid granted will be
gradually eroded, which would not only risk effacing the additional
impact of Readaptation Aid, but wou!d also be in contradiction with
the constant increase in resocurces avatiable under the Community
Structura! Funds. The case for maintaining ECSC Readaptation Aid at
significant levels s evident. As a well-established, highly
developed and effective intervention system, it can claim a high
order of priority among Community activities.

Future needs wili, however, nee2 tc be tackled and future ievels of
financiat a:d settiled, with:n titne framework of the ECSC's future
financial programming up to 2002 and, particularly, of such measures
of phasing 1n, from the ECSC to the EEC framework, as may be decided
dur ing this peri10d.
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231,004

27,092

258,096

20,267

56



BILGIM
Amount Nunber
sade of

avatladle workars

22,785 125 6,857

DENMARK

Amount Number
rade of

avallsble workers
1,638,779 1,284
PRI 789
OEn 128

Il
- PR

20,400
7,332
8,400
5,900
4,460

ECSC - SOCIAL VOLET AND RECHAR
FRANCE " GERMANY:
Amount Number
made of .. .
avatlable workers - avaflable:
68,917,060C 22,000 29,997,000
13,170,000 4,648 19,130,000
¥2,308,088 £,502 10,653,000
8,642,775 3,826 13,664,000
£,028,85% 2.534 5,398,625
8,243,722 2,831 18,200,CC0

U ARTA ALY

7,643,00a

TZ/21/%0 \SFGEN\ST AIDES. MLS

42,859 97,042,625

S0t 28,909,070

270333 117,542,625

2,335 15,344,874

7,357

53,849

9,753

63,593

4,667

29,920

29,920

29,920

16

16

17,916,000
15,940,000
2,943,750
9,857,500
7.085,625
9,400,000

63,142,875

63,142,875

15,400
5,950
1.857
3,405
3,700
3,500

33,812

33,812

9%



Payments and cancellation 1990 in MECUS

AmEx & A7

Member Balance Commitments Payments | Cancellations | Balance

State 31/12/89 31/12/90
D 242.7 61.2 38.3 44 .3 221 .4
B 31.1 20.4 7.1 3.5 40.9
F 179.5 62.7 91.4 5.5 145 .3
I 60.0 32.4 6.6 0.8 85.0
L 10.7 9.5 9.1 0.0 11.1
NL 7.3 3.8 0.0 0.0 11.1
UK 81.7 58.3 15.8 25.9 98.3
DK 1.3 6.0 0.0 0.6 0.7
IRL 0.0 0.0 0.0 0.0 g0
GR 0.2 0.0 0.1 0.0 0.
ESP 79.3 12.9 7.5 0.0 84 .6
P 5.6 8.0 0.5 0.0 13.0

Total 699.5 269 .2 176 .4 80.6 711.6






