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AIDE-MEMOTRE
on the fixing of the BCSC levy rate and on

the establishment of the BCSC operating budget for 1980

As usual, the views of Parliament will be sought before the Commission

takes a decision on the levy rate and the BECSC operating budget for the
financial year 1980.

This aide-memoirTe forms the basis for the consultation of Parliament. It
is divided into the following chapters:

I. General introduction
II. Draft operating hudget

Specific factors affecting the ocovering of budgetary requirements for 1989
are described in Chapter II.

The aide-memoire will also be sent to the BCSC Consultative Committee for
information.



I. GENERAL INTRODUCTION

This chapter summarizes the information needed to set the draft ECSC
operating hudget for 1989 in its economic, policy and financial context.

¥hile the economic prospeocts for 1987 had been overshadowed by substantial
external imbalances and upheavals on the financial axi exchange markets,
the results so far avallable show that economies were relatively stable
during the year. At around 2.5%, the rate of increase in real GDP for the
Community as a vhole was similar to the 1986 figure. The temporary
uncertainties thus had only limited effects, at least in the short term.

The international adjustment proocess to reduce external imbalances is in
progress. Its effects were already very clearly felt in 1987 in the real
trade flows and should lead in 1988 and 1980 to reductions in money terms
in the trade balance axd current balance disequilibria (smaller surpluses
for the Community and Japan, smaller Americen deficits).

At the same time a shift has ocourred in factors of growth. While domestic
demand in the Commmnity and Japan has been sustaining growth against the
adverse effects of foreign trade, exports have been the main stimmlator of
growth in the United States. If exchange rates remain relatively stable
and the world economy does not suffer any serious interruptions, this
process should contimie in 1988 and 1980.

The general oconditions imposed on the Community by the world economic
enviromment should hardly change in 1988 and 1980. No recession is
expected. Real growth rates in the industrialized countries should level
at 3.1% in 1988 and drop a little to 2.3% in 1982. However, a recovery
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is expected in the OPEC ocountries (stagnation in 1987, followed by
increases of 1.6% in 19688 and 2.5% in 1980) together with a relatively
steady growth rate of around 4% in the developing ocountries. International
trade (measured in terms of world imports by volume) will expand 5% to 6%

faster than production. Import growth rates will be particularly high in
the ocountries preparing for their economic take—off and in Japan.

In 1988 the rate of increase in Commmnity GDP will, overall, remain at the
level of previous years (2.6%) anxd in 1989 will probably fall slightly in
relation to the past four years to 2.3%. The dynamic effect of those
oountries recording particularly high growth rates in the recent past is
expected to wane axd the growth rates of the various Member States are

expected to converge at the lowest level. As in the past two years, growth
will be supported by internal demand.

The real external balance will have a negative effeoct on growth in
virtually all the Member States (-0.8% in 1988 and -0.5% in 1989), with the

Community taking part in the international adjustment process by developing
its imports in real terms more than its exports.

The slightly more modest expansion of the world economy in 1989 and the
trend in the exchange rate suggest, however, that the Commnity’'s prospects
can be expected to be a little more favourahle, even as regards exports.

On the wvhole, the growth in the Commmity's internal demard should be
slacker (3.9% in 1987, 3.4% in 1988 and 2.8% in 1080), with private
oconsumption and gross fixed-capital formation providing less stimulus.
Vith the support of tax concessions in some oountries and a falling savings
ratio, private oomsumption should increase in real terms by 3.3% in 1988
and by 2.7% in 1989.

Gross fixed-oapital formation is expected to increase sharply (4.3% in
1987, 4.8% in 1988 and 4% in 1980). On the other hand, the growth of
investment in the building sector is expected to be relatively stable (3.3%
in 1988 and 2.7% in 1889). In view of the higher degree of capacity
utilization revealed by the latest business surveys and the contimuing
increase expected in world demand, it can be assumed that the investment
climate will remain favourahble. The growth rates for investment in capital
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goods will probably fall but will be appreciably higher than GDP growth
rates (6.7 in 1987, 6.4% in 1988 and 5.3% in 1969).

The forecasts ooncerning the growth rate and the oontiming increase in
productivity suggest that the increase in the Commnity’'s employment rate
will slow (0.8% in 1988, 0.6% in 1988). This increase should be slightly
higher than the increase in the civilian working population with the result
that the rate of unemployment in the Commnity can be expected to fall only
slightly from 11.3% in 1988 to 11.1% in 1980.

The increase in per capital wages in money terms should slacken (5% in the
Community in 1888, 4.7% in 1980). Unit wage costs should thus increase at
a relatively slower rate (3.2% in 1988, 3.1% in 1980). Prioce increases in
the Commmity will probably be moderate as well: the GDP deflator will go
up by 3.6% in 1988 and 3.5% in 1080; oonsumer prices will increase by 3.2%
in 1988 and by 3.3% in 1980. The inflation rates of the Member States are
expected to converge: inflation will rise slightly in countries enjoying
oonsiderable stability and drop in those which have had large price
increases. Almost all the Member States should record an inflation rate
below 5%.

For the Commmity as a whole, the trade balance surplus will probably drop
from O/9% of GDP in 1887 to 0.9% in 1988 amd 0.2% in 1989, 1.e. a fall from
30 hillion ECU in 1987 to 27 billion ECU in 1888 and 12 billion ECU in
1960. This forecast is based on a larger increase, in both volume and
value, for imports of goods (6.2% in volume in 1968 and 5.3% in 1989) than
for exports (2.8% in volume in 1988 and 1980). It can be oconcluded that
the basic disequilibria in the trade balance between the Member States will
not be eliminated axd will even become more marked.

The Commnity’'s current balance of payments should follow the same trend as
the trade balance and the surplus should drop (from 1% of GDP in 1987 to
0.6% in 1988 and 0.3% in 1060). However, the considerable differences
between Member States in this respect will also oontime to be there.



GROSS DOMESTIC PRODUCT, AT OONSTANT PRICES

(Percentage change over previous year)

1988 | 1ee7* | 1988+
Belgium 1.8 2.0 1.8
Denmark -1.0 -0.1 1.4
Germany 1.8 2.1 1.7
Greece -0.68 1.8 1.3
Spain 8.3 4.3 3.8
France 2.3 2.3 2.2
Ireland 4.8 1.7 2.0
Italy 3.1 3.1 2.8
Luxembourg 2.0 1.9 2.1
Netherlands 2.2 1.8 2.0
Portugal 4.8 3.8 3.3
United Kingdom 3.8 3.1 2.3
EBC 2.7 2.6 2.3

* Comigsion staff forecasts (14 June 1988)

Source: Commission of the Buropean Commmnities
Directorate-General for Eoonomic and Financial Affairs




2. Quidogk for the coal industry

Commnity production fell by 8 million tormes in 1887 to 228 million
tomnes. Output was down in all the oocal-producing Member States.

Supplies of cocal from non-member oountries amounted to 94 million tonnes
(down by 2 million tormes). An overall reduction in stocks of

4 nillion tomnes, after an increase of 7 million tomnes the previous year,
kept consumption stable in 1987.

Total internal consumption of coal in the twelve-nation Community remained
stahle at 3268 million tomnes. However, the structure of oonsumption
shifted in favour of power stations, which aocoounted for 208 million tommes
(up by 8 million tonnes). By contrast only 72 million tommes was used by
ooking plants (down by 5 million) and 48 million tommes by other sectors of
oonsumption, mainly other industries, households and other small oonsumers;
the overall consumption of these other sectors was unchanged in 1987.

Coal oconsumption did not fall as it did in 1988. This was the result of
increased use of ooal in power stations, a slight increase in steel
production and a stabilization in the temdenoy for coal to be replaced by
oil and gas in industry.

A reluction in oonsumption and a reduction in production of 8 million
tonnes are forecast in the outlook for 1988 produced at the begimning of

the year.

This estimate is the result of a combination of different factors such as
the effeot of the fall in oil prices, the relatively strong situation of
the steel industry, the commissioning of new miclear power stations and a
small rise in total domestic energy consumption (up by 0.6%).
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Since the seocond half of 1987 coal prices have gradually been rising on the
world markets. However, this rise has been moderated by the drop in the
value of the dollar in relation to the ECU.

However, the current level of prioces on the world market, which does not
allow producers to cover all their oosts, and the fall in the value of the
dollar will put further pressure on Community ooal.

A conservative production estimate for 1988 for the twelve-nation Community
hased on all these factors is around 219 million tomnes and the consumption
estimate 318 million tonnes; the 1880 production estimate would be around
210 million tonnes compared with oonsumption of 300 million tommes.

3. Outlogk for the steel industry

In 1987, despite a hesitant start to the year, total Commmnity steel
produotion slightly exoeeded the previous year’s level of

128.6 million tomnes to reach 126.2 million tomnes. The trerd in the
rroduction of finished products indicates a more clearcut recovery (through
increased use of contimous casting). All the Member States benefited from

this improvement, especially the United Kingdom, where production rose by
more than 10%.

As has already been noted in the past, the fluotuations in the level of
production observed ginoce the recovery in 1884 are mainly due to changes in
trade with non-member oountries. Compared with the figures for 1988,
exports increased by 3%, imports dropped by almost 6%, while apparent
domestic oonsumption of steel remained virtually unchanged.

For 19887 as a whole, the situation of the steel industry has therefore been
satisfactory, especially since the deterioration of the monetary climate at
the begimning of the year and the threat of a dowmturn in the eoconcmy

(particularly as regards investment) raised fears of a repsat of 1988 which
ended with production 10 million tomnes down. Despite the disturbed ,
international trend and the stock market crash of autumn 1987, steel demand
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was sustained by the export market, which remained favourahle until the
auntumn, and by internal demand, which was particularly buoyant in the
second half of the year. This was particularly the case for flat products,
vhich benefited from the record level of motor vehicle production and where
prices became firmer from the third quarter of 1987. On the export markets
too, it was possible to raise prices and so offset the fall in the value of
the dollar, vhich became even more pronounced in the final quarter of last
year.

The situation on the world market has been exceptional. Some major
suppliers, such as Japan (because of the yen rate and the measures to
stimlate domestic demand) and South Kores (where domestic demand is
rapidly expanding), cut back their sales and Brazil's demand for imparts
increased oongiderably; these factors more than offset the declining
opportunities for exports to the United States.

In oonclusion, neither the appreciation of Commmnity currencies nor the
stock market orisis really affeoted the steel market situation in 1987.
Vhat is more, there is no sign that it will do so in 1988. Nevertheless,
the indirect effects of monetary adjustments may still be felt in 1988,
although more probably in 1880, with a slackening in cepital investment;
this is clearly shown in the econmic forecasts based on the most
favourahle soenario wvhere the dollar exchange rate stabilizes at its level
of early 1088. However, if this should ooour, private oonsumption would
probably remain suffiociently buoyant to prevent a sharp drop in domestic
steel oonsumption. Up to autumn 1988 there are no signs of any decline.
The export and import flows of some of the oountries mentioned

(South Korea, Japan, the United States) and of the Commmnity itself can be
expected to return to normal, exerting ultimately a moderating influence on
the Community’s trade balance in steel.

The trend in the level of steel stocks remains unocertain: a slight drop in
demani oould upset the stock cycle and intensify the drop in deliveries and
prices. Caution must therefore be exercised in making forecasts; crude

steel production is accordingly put at 125 million tomnes in 1988 aml
123 million tomnmes in 1680.
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B. PALICY CONTEXT

The general objeoctives of the ECSC are determined for all time by
Articles 1 to 8 of the Treaty of Paris.

For both coal and steel, the Commission at intervals makes proposals for
new measures and presents general objectives or guidelines bearing on the
future develomment of the BCSC industries. Coal i1s one of the areas
oovered by general papers produced by the Commission on the subject of
Commnity energy policy. These also cover manpower questions, indicating
that the social and regional dimension forms an integral part of the
Commmnity policies oanduoted by the Cammission/High Authority pursuant to
the Treaty. This struotural dimension has assumed greater significance in
the current economic situation axd in view of the provisions of the Single
Buropean Act ooncerning ochesion.

In two anmal reports - the Report on the Results of the Survey on
Investment in the Commmity Coal and Steel Industry and the ECSC Financial
Repart - it publishes faots and figures on the recent and foreseeable
trend of investments axd vhat the Commmnity is doing to finance them.

The remarks which follow are not intexded to take the place of the data of
these reports. They ooncentrate rather on certain key points or recent
develomments which the Commission wants to highlight in estahlishing its
draft of the ECSC's operating budget for 1980. The industries themselves,
the ECSC's structural policy ard the Commmity’'s financial operations are
dealt with in turn.
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1. Coal palicy guidelines

In 1987 the Commmity’'s ooal policy was still dominated by the new energy
policy objectives for 1998 and, in partioular, by the need to pursue
efforts to promote oonsumption of solid fuels and improve the
oompetitiveness of their production capacities.

As in 1988, the Commnity’s activities mainly consisted of promoting the
oonsumption of Community coal through the award of loans, in some cases
with interest subsidies, under the second paragraph of Article 54 of the
BCSC Treaty axd on the promotion of research, development and demonstration
projects. The Commission also intends to support Community coal production
with vhatever funds are available by granting loans with interest subsidies
under Article 64 of the ECSC Treaty to projects which are economically
viahle and which will help improve the oompetitivemess of the coal
intustry.

Despite the energy objectives for 1888, solid fuel oconsumption did not
increase in 1887. In fact, there was a slight drop in relation to the
proportion acoounted for by solid fuels in 1883. The Commission sent the
Council a report on the application of the two Council recomendations of
24 May 1683 oomcerning the encouragement of investment in the use of coal
in industry (83/280/EEC) ard in public buildings and district heating
systems (83/281/EEC).

1987 was also the first full year in which the new Decision No 2064/86/ECSC
on State alds applied. Under this decision, ald granted to the coal
intustry may be considered compatible with the proper functioning of the
ocommon market if it helps to achieve at least one of the following
objectives: improving the oampetitive position of the coal industry,
creating new capacities vhich are econocmically viable or solving the social
anxi regional problems of the industry.

The State aids for effective produotion anthorized by the Commission in
1867 totalled 4.8 billion BCU, i.e. 21 ECU for each tomne produced. The
Stats alds for social measures amounted to 6.2 billion ECU and the aild



-12 -

to cover the oosts involved in pit closures amounted to 503 million ECU,
i1.e. 47 lower than the 1886 figure of 857 million BECU.

As regards technical development, there will be two major requirements in
future:

- the intustry and its products must be made more ocmpetitive;

- the mining, utilization, upgrading and proocessing of ococal must be
improved while ocomplying fully with the demands of envirommental
protection. The Conmmnities will have to contimue to support the
measures neoessary in the following three sectors:

BCSC ooal research as a basis for all future developments for the

production, preparation, ooking and upgrading of coal and its by-

products; this research must also oover the ocombustion of ooal in
intugtry and the heating market because of restrictions on the non-
mclear research programme;

non-malear regearch: the use of solid fuels has featured in this
programme ginoe 1985; however, the funds avallahle have now been
exhausted and the new programme for 1080-94 will be limited to
problems raised by combustion for the purposes of electricity
generation;

enargy demonstration projects: in 1980 these activities will relate
to the gasification and liquefaction of solid fuels and new methods
of use; a new programme for 1880-08 oconocentrating on the problems
involved in utilization compatible with envirommental protection will
be proposed in due oourse.

2)
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2. Steel policy guldelines

In acoordance with the decision taken by the Council on 20 axd

30 October 1985 to liberalize the steel market progressively over a period
of no more than two or three years, the soope of the quota system - set up
under Article 88 of the ECSC Treaty - which had been in foroe sinoe 1980 -
was gradually reduced by removing quotas on ooncrete reinforcing bars
(Category V) axd non-galvanized coated sheet (Category Id) on

1 Jamiary 1988, galvanized sheet (Category Ic) on 1 Jamiary 1987 and wire
rod (Categary IV) and merchant steels (Category VI) on 1 Jamary 1988.
Thus the quota system, to which the Council gave its assentl on

22 December 1987 for a period of six months (until 30 June 1988) covered
only flat products in Category Ia (hot-rolled wide strip), Category Ib
(cold-rolled sheet) and Category II (heavy plate), and heavy sections
(Category III).

The Council also shared the Camnission’s oomviction that the quota system
ocould be justified only if there was struotural adjustment: it therefore
made extension of this system beyond 30 June 1988 for Category II and III
products oconditional on commitments by the companies to close down a
sufficient proportion of capacity.

Despite the closures made under the system introduced by the old aids code
(Decision No 2320/81/BCSCR which expired on 31 December 1988), the process
of restructuring has not been oompleted. In its gemeral objectives for
1820 the Commission estimated surplus capacity at around 30 million tommes
(by reference to the low assumption), more than half of which is for
sensitive product categories (Ia, Ib, II and III).

In its commmnication to the Council of 18 June 1988 (OOM(88)343) the
Commission described the favourable market situation, particular in
Category I where demand is no longer falling, and reported on the closures
offered by the industry at 10 June 1988, the deadline fixed by the Council
on 22 December 1887. Since these offers did not reach the level aimed for,
the Council noted that the Commission did not propose to extend the

1 Decision No 194/88/CECA, 6.1.1988 (OJ L 25, 29.1.1088).
2 OJ L 228, 13.8.1081, p.l4.
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quota system which therefore automatically expired on 30 March 1888. It
was, however, made clear that, even without a quota system, the Commission
would oontimue to apply measures to adjust supply to demand in the form of
statistical monitoring under Article 47 ECSC and guidelines in the forward
programmes under Article 46 ECSC.

At its various meetings in 1987 the Council also reiterated its desire for
the rules in the aids ocode in foroe since 1 Jamary 1988 (Decision

No 3484/85/BECSC)! to be abserved as a besic factor for correctly carrying
out the restructuring process. On 24 June 1988 it took note of the
Commission’'s intemtion to propose that the aids code which would otherwise
expire on 31 Deoember 1988 should be extended beyond 1988.

Although the rules governing the steel market have beccme more flexihle
since 1988, the Comnission contixues to attach prime importance to the
social and regional acocmpanying measures. It has accordingly emdeavoured
to retain both the supplementary social measures and the traditional
measures under Article 58 ECSC; in the ocase of the steel industry, the
field of application of these measures is still limited to redundancies
resulting from restructuring aocampanied by closures under a policy to
provide incentives for any restructuring measures. On 2 February 1988 the
Council also adopted the RESIDER regional conversion programme which the
Commission proposed in OOM(87)3E8 (see 3.3 below).

Special rules contimued to apply to the Spanish and Portuguese steel
industries in 1988 under the transitlomal provisions in Protocols 10 and 20
of the Accession Treaty. These rules oomsist mainly of restrictions on the
volume of steel products which these countries may deliver to the other
Coammunity countries and a correspording extension of the period of
restructuring during which provisions similar to the aids oocde (Decision No
2320/81/HCSC)? apply. In 1088, as in 1987, these measures were
aococampanied by a safeguard clause for Spain in respect of deliveries from
the other Member States s0 that the restructuring process in that

OJ L 340, 18.12.10988.
oJ L

1
2 228, 13.8.1081.
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country is not disrupted. Contrary to what applies in the case of
Portugal, which has a specific transitional period for restructuring up to
the exd of 1880, the measures provided for Spain in Protocol 10 expire on
31 December 1988. The Spanish steel industry, which will hawve undergone
thorough restructuring to cut back its capacity to less than

18 million tonnes of hot-rolled products as demanded in Protocol 10, will
then be fully integrated in the Commnity steel market in 1089.

The basic features of the external anti—crisis measures remain applicable
in 1988. The system of arrangements will cover twelve non-member
ocountries! - the arrangements with Austria, Finland, Norway and Sweden
take the form of an exchange of letters - and Commnity exports to the
United States will be subject to a quota until 1989.

1 Bulgaria, Hungary, Poland, Romania, Czechoslovakia, Austria, Finlamd,
Norway, Sweden, Bmz:l.l Venezuela, South Korea.
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3. Structural policy guidellines
3.1. The integrated approach

3.1.1. Better economic and social ochesian.

The EEC Treaty, as recently amended by the Single European Act, highlights
the objective of eoconomic and social ochesion in the Commmnity. As an
essential oorollary to the ocompletion of the large frontier-free market,
this requirement forms part of an overall approach leading to the
harmonious development of the Community as a whole. It involves both
growing convergence in the economic performances of the Member States and a
reduotion in regional disparities. In accordance with Article 130 D of the
EEC Treaty, the Comnission has already sent the Council a comprehensive
proposal to clarify the tasks of the struotural Funds with a view to
improved economic and social ochesion in the Commnity and to enhance the
effectiveness of these Funds anxd the coordination between the Funds and
with the other financial facilities, including the BECSC.

Along with the implementing decisions resulting from this comprehensive
proposal, the Commission will also be sending the Council a oommnication
on the EIB and the other financlal instruments for strengthening econocmic
and soclal cohesion. VWhere the ECSC’'s objeotives ocoincide with those of
the structural Funds, particularly as regards aild to areas affected by
industrial decline, the Commission will oontimue to ocoordinate ECSC

operations with those of the structural Funds and other financial
instruments.

3.1.2. Reform of the Funds
As a sectoral instrument, the role of the BCSC is to provide assistance in

steel and coal-producing regions which will be covered by Community
structural measures to develop a given area.
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Its assistance will have to take aoccount of various key themes contained in
the oomprehensive proposal for the reform of the structural Funds:

- Conocentration means that the guidelines for BCSC assistance laid down in
the operating principles! will reinforoe the priority given to
declining industrial areas which are to be converted under Objective
No 2 of the reform. However, this key theme will not prevent the ECSC
from also giving assistance to cocal anxd steel-producing areas which are
not eligible under Objective No 2.

The Comission will seek to ensure that the selection criteria for BCSC
oonversion areas are oonsistent with those for structural Furd
asgistance under Objective No 2.

-~ An attempt should be made to increase coordination when the Community
support framework is established for determining the type of Community
asgistance and the volume of possible aid to ensure that the various
partners ooncerned (Member State, region, Commission, etc.) can agree on
the type of assistance and the amount of finance to be provided.

- $Sinoce Commnity action is to be based predominantly on programmes, all
those concerned will have to be fiilly involved in the preparation,
elaboration and ex post assessment of these programmes, including those
oconcerned by BCSC operations when the Funds are directing their
assistance to ocoal axl steel-producing areas. This involvement must
take place fram the start of the programming process. However, at the
operational stage, the programming of operations under the Funds should
not prevent the ECSC from taking action at sectoral level outside these
programes if its projects are consistent with the priorities adopted

1 latest edition: OJ C 173, 1.7.1087.
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for the Community support framework. The integrated approach could be
used in some circumstances.

- Finally, in the interests of effectiveness, the Community’s structural
measures will be carefully monitored and assessed to check the relevance
axd progress of the steps taken, to verify use of the means of finance
and, where necessary, to review the approach to be adopted in future.

Employment in the coal and steel intustries oontimed to decline in 1987.
Closures axd rationalization measures by Commmnity steel firms led to the
loss of 32 000 jobs, around 7% of the total, mainly in France and the
Federal Republic of Germany and, to a lesser extent, in Belgium, Italy and
Spain. At the end of 1987 the mmber of workers in the industry totalled
458 000.

Almost half of the workers leaving the industry as a result of these job
losses took retirement or early retirement, except in France, where the
possibilities of early retirement appear to have been virtually exhausted.

At 35 000, the mumber of persons recrulted remained relatively stable.

The mmber of ococal workers also dropped sharply to reach 378 000 at the end
of the year. Coal producers throughout the Commnity, with the exception

of Spain, closed or rationalized pits; 41 000 jobs, i.e. 10% of the total,
were lost as a result.
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Exoept in the United Kingdom, a large proportion of these job losses were
aococounted for by retirement or early retirement.

Recruitment remained extremely low - less than 3% of the total - except in

the Federal Republioc of Germany. However, a large mumber of the workers
recruited by the German coal industry were trainees.

Qutlogk for 19686-00

Enployment in the oocal and steel industries should contimie to fall at a
camparable pace between 1988 and 1990.

Several companies tock advantage of the improvement on the steel markets in
1887 to stagger plamned redundancies and permit optimum use of retirement
measures. However, restructuring will have to contimue in order to adjust
the volume and the composition of production capacity to the market
sgituation. From plans ammounced by the companies, the Commission reckonsl
that some 80 000 to 100 000 jobs will be lost as a result of restructuring
and rationalization measures between 1988 and 1900, i.e. 27 000 to 33 000 a
year.

A large proportion of these job losses will involve ECSC activities, mainly
in Italy, the Federal Republic of Germany, France and Spain. Similarly,
the measures proposed in the cuts plamned by the Belgian,

1 om(87)388.
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German, Spanish and French coal industries and contimuing rationalization
and modernization by all Commnity firms between 1888 and 1980 threaten
further job losses estimated at around 78 000, i.e. 26 000 a year.

¥hile the retirement measures will provide good terms for a large mmber of
workers affected by the expected job losses, as fewer and fewer older
workers are left, redeployment measures will become necessary, and these
are difficult to carry out, especially in the areas in which the coal am
steel industries are concentrated.

Glven these prospects, the Commission interxds to oontinue its social
measures in favour of coal ard steel workers, notably through its financial
assistance under the Treaty of Paris.l

The Comnission’s financial assistance under the Treaty of Paris is covered
by Articles 54, 85 and 68:

(a) In the case of coal and steel industry workers whose jobs are not
affected, the Commission can

- grant low-interest housing loans from its own funds under
Article 84 BCSC (see Amnex D - requirements not entered in the
budget)

- provide grants to finanoe research projects on oocupational
safety under Article 88 BCSC (see Amnex D - Article D 330).

(b) In the case of coal and steel industry workers who lose their jobs as
a result of the restructuring or rationalization measures occasioned
by the major changes in the market comditions and technical processes
used, the Comission can make use of:

- paragraphs 1(c) and 2(b) of Article 56 ECSC to grant non-repayable
redeployment aid (see 3.2.3. below);

1 The Commission also uses the EEC's financial instruments, in particular
the Social Fund (which is not sectoral in nature) anxd the Regiomal Fumd
(RESIDER programme).
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(c) For firms making investments which can create alternative jobs for
redundant coal and steel workers the Commission can grant comversion
loans carrying an interest subsidy under paragraph 2(a) of Article 56
ECSC (see 3.3. below).

3.2.3. ECSC redeplovnent ald

The ECSC redeployment aid scheme, which is based on oconventions or
agreements reached with the Govermments of the Member States, mainly
camprises alds in the form of compensation for losses of inoome in the
event of unemployment, resettlement or early retirement and in the form of
& financial ocontribution to the cost of vocational training, mchbility and

redeployment premiums.

The substantial financial resources chamnelled through this scheme have
already allowed large amounts to be spent on the soclal measures
accompanying the restruoturing programmes. If the measures in ocomnection
wvith the restructuring of the ocal and steel industries, financed from the
exoeptional resources mads avallable to the BCSC from the gemeral budget
through suocessive Council decisions are also taken into aococount, seven
workers out of every ten affected in the past ten years actually received
this Community support which usefully supplements the national aids
granted. These measures help make the oonsequences of restructuring
soclally and humanly acoeptable for the ocoal and steel workers affected and
direotly facilitate the implementation of schemes to improve the financial
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situation of non-competitive oompanies, the cost of which would otherwise
be higher for the ocompanies, workers, regions and public finances.

Between 1988 and 1990 the Commission intenxds to contime providing

assistance for the redeployment of ocoal axl steel workers affected by
restructuring by means of:

- traditional aid financed from the BECSC’'s own resources, which will
operate from 1880 under the rules of the new common intervention system;

- a new supplementary programme of soclal support measures for the
restructuring of the steel industry from 1888 to 1880, partly financed
by extraordinary resources;

- a new supplementary programme of social support measures for the
ratiocnalization of the oocal industry financed from ordinary resources.

The oommon intervention system!

The prime objective of this new system, which will enter into foroce on

1 Jamary 1989, is to offer the same Commnity guarantees to all ocoal and
steel workers in the same employment situation. It sets up a consistent
and transparent framework for recogrizing the real soope of the ald
granted, neither antomatically ruling out types of guarantee offered by the
old system nor inventing new types which do not ocorrespond to national
practice. All the types of aid existing under the old system are
reorganized around five standard job situations of BECSC recipients
reocognized by virtually all the Member States’' social security systems:

1 c(es)31e



- workers taking early retirement
- workers transferred (internal)
- workers unemployed

- workers redeployed (external)
- workers being trained.

To standardize the BCSC oontribution, the ocontribution by oountry for each
standard situation has been given a oeiling which is determined identically
from the average wage received and the maximm duration of assistance for
each standard situation.

To encourage the Member States to carry out all the necessary redeployment
anl resettlement measures, the new system allows a ocombination of alds for

workers who change category.

To harmonize the levels of assistance by reducing the extreme differences
vhich oould arise from excessive wage differences, the system also provides
for higher oontribution levels for workers in areas with a low economic
capacity and maximm ocellings for each standard situation which are
identical in all the Member States.

Finally, to oontain total expexditure on the redemployment of coal and
steel workers while harmonizing the average level of ald for workers in
each Member oountry, a oeiling of 3 000 BECU has been set for the average
amount of anmial assistance for each worker. This ceiling does not apply
to each worker individually but to the total amount of ECSC redeployment
aid in one Member State. Through this rule, the Commission intends to
adjust traditional redeployment requirements to BCSC budget resources and
avoid or restrict the use of the clause it has recently had to include in
all the bilateral agreements to make operations conditional on the
availability of budget funds.



Vhen the common intervention system entered into foroce, the Commission
decided to make two extensions to the field of application of redeployment
ald to adjust it to developments surrounding the restructuring and
rationalization of the ococal and steel industries.

First, the gradual exhaustion of the opportunities for coal and steel
workers to transfer to other jobs in the ocoal and steel industries has been
taken into acocount by the fact that redeployment aid may now be granted to
workers in non-BCSC sectors of activity whose departure would allow
redeployment of oolleagues who have lost their jobs in an BCSC activity in

the same firm (the Council’'s agreement is required under Article 95 of the
ECSC Treaty).

This should have no significant financial implications; it will hardly
increase the mmber of aid recipients since each award for a non-BCSC
worker will be linked with the loss of an BCSC job which would in any case
have led to ECSC aid.

Seoondly, coal workers affected by rationalization measures carried out by
companies which do not reduce their activities in proportion to the
reduction in staff (a condition for aid under paragraph 2(b) of Article 88

have now been made eligible for Commnity redeployment aid under paragraph
1(c) of Article 66.

The financial repercussions of this extension - which is limited to the
oocal industry - should not exoeed 18% of anmial oocmmitnments for ooal
workers. As these additional aids constitute traditional redeployment alds
they will be financed from ordinary resources.

Social support measures 1088-90

As part of the package of measures proposed for the steel industry for
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1988-90,1 the Commission armounced a new programme of soclal support
measures in ocornection with restructuring which would cost the Community an
estimated 168 million BCU and provide aid for 88 000 workers. This
additional programme will be directed at strengthening two types of
measure: ald for early retirement and aid to gemiine re—employment through
the granting of re—employment premiums in addition to the vocational
training, oonversion and resettlement aids granted under the ocmmon
intervention system and the measures to promote job creation in the
hardest-hit steel areas. This addition to traditional aid will double the

Comsmunity’s oontribution to the social costs involved in shedding jobs fram
around 10% to 20%.

3.3. Regional policy measures

3.3.1. ECSC oonversion loans

Under Article 56 of the BECSC Treaty, the Commission conducts a policy of
Job creation axd of economic revitalization for those areas affected by
outs in activity and employment in the coal and steel industries.

This policy takes the form of measures to pramote investment generating
alternative employment. For this purpose, the Commission grants ECSC loans
carrying an interest subsidy.

If there is no pew investment, cuts in the workforce at a time when
employment 1s in general declins in most coal and steel areas might ocondemn
rehumdant workers to unemployment and leave young persons entering the
employment market with even less chance of finding work. In view of this
situation ard of its responsibilities as specified in Article 2 of the BECSC
Treaty, in particular as regards safeguarding ocontimity of employment,

1 O0M(87)388 final.
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the Comnission is also pursuing a policy of conversion commensurate in
scale axd effectiveness with the restructuring measures and adapted to the
timetable and conditions for restructuring;

This policy covers all the areas affected by the restructuring of the steel
industry and the mining areas affected by considerahle job reductions. The
granting of oconversion loans is conditional on the mumber of job losses or
the dependence of these areas on the oocal and steel industries. In
practioce, the establishment and expanion of small and medium-sized
buginesses at various levels of technological imnovation have proved to be
the main source of new full-time jobs and must therefore be enoouraged by
all possible means. The marked expansion in global loansl from 30% of the
total volume of loans approved in 1979 to 90% in 1987 is a pragmatio
development which is perfeotly in keeping with this approach.

The Community programme to assist the oonversion of steel areas (the
RESIDER programme) was set up on 2 Fehruary 1988 under the European
Regional Development Fund.2

The programwe should make & contribution to the oomversion of certain
declining industrial regions in the Community adversely affected by
restructuring of the steel industry. It must help create alternative jobs
following losses due to reductions in production capacity. The programme
provides for the implementation of a series of oonsistent, multianmal
measures (1988-92) aimed at improving the infrastructure and the eooncmic
enviromment in the areas ooncerned (redevelopment of industrial wasteland,
infrastruoture linked with job creation) as well as the establishment of
new activities, the growth of small and medium-sized businesses and the

development of imnovation (improvement of services for small and medium-
sized businesses).

1 In oontrast with direct loans, globel loans are granted to a bank or
financial institution which onlends the ECSC funds to investors,
normally small or medium-sized businesses.

20J L 33, 5.2.1988.
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The RESIDER programme will oover the areas most affected by the
restructuring of the steel industry. The Community criteria for
determining the geographical soope include both socio—economic and
industrial indicators (socio—economio situation, mumber of jobs in the
steel industry, rate of depexdence on steel, job losses in the steel
intustry).

An estimated 300 million BCU ooncentrated on the first three years (1988-

80) is to be allocated to the programme from the general budget. However,
the Comission has stated that it intends to increase this amount in due
ocourse.

4. Flopancial activities

ECSC Financial Report No 33, outlining the Community’'s borrowing and
lending operations and financial aid in 1987, will be published shortly.

Borrowings ocontracted in 1887 totalled 1 487 million BECU, compared with
1 B17.4 million ECU in 1986 and 1 264.8 million ECU in 198S.

Industrial loans amounted to 639.7 million ECU in 1887 occmpared with
780.8 million BCU in 1986 and 6209.9 million BCU in 1988, oconversion loans
to 304.3 million ECU, ocompared with 243.5 million BCU and

363.4 million BECU, and workers’ housing loans to 25.3 million ECU, ocompared

with 26.2 million BECU and 17.3 million BCU (see the tables below).

Borrowing and lending operations sinoce the start of ECSC financial
activities thms totals 18 107.8 million BCU and 13 963.7 million ECU
respectively (including 337.8 million BCU in loans from own funds). The
outstanding balance of loans raised at 31 December 1987 was

6 643.8 million ECU.

In 1888 loans raised at 30 June amounted to 211.3 million ECU and loans
paid out were at a corresponding level.

The prospects for borrowing and lending activities depend on the
oontimation of the restructuring programmes plamned by the companies and
on the granting of aid for interest subsidies for conversion and for the

J)
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utilization and economically viable extraction of Commmnity occal; and
other categories of investment to which the Commission considers that
priority should be given may also influence these prospects. The estimates
for both 1888 and 1980 amount to 1 350 million BCU in borrowings and 1 300
million ECU in loans. Investment expenditure in the ocoal industry (EUR 10)
increased from 1 300 million ECU in 1888 to 1 400 million BCU in 1988.

In 1986 investment expenditure in the Twelve's steel industry totalled over
4 100 million ECU, 11% down on the 4 600 million BCU invested in 1988; the
size of this drop was moderated by the sharp increase in expenditure by
Spanish oompanies on restructuring programmes designed to help the industry
oontend with the effects of acoession.

Aocording to information supplied by the oampanies, investment expenditure
for 1987 was estimated at 1 800 million BCU for the oocal industry and

3 800 million ECU for the steel industry; the 1988 estimates are

1 100 million ECU and 1 700 million ECU.*

* Source: Investment in the Commmity’'s oocal and steel industries - report
on the 1987 survey — situation at 1 Jamary 1987.



Million ECO
HEADING Forecast Forecast Outturn
1068 | 1980 1 1987
1.0 Loans raised 1 380 1 380 1 487.0
1.1 Repayment of loans 900 200 1 088.9
granted
1.2 Interest payments to 680 660 669.0
the ECSC
1.3 Repayment of costs 10 10 10.85
involved in borrowing and
AMOXUNTS PAYAHLE
Mildon RCU
HEADING Foreocast Forecast Outturn
1988 | 1060 1087
2.0 Loans granted 1 300 1 300 960.4
2.1 Repayment of loans 980 980 1 330.4
raised
2.2 Interest payments 645 645 648.4
2.3 Payment of costs 28 25 25.2
involved in borrowing
———and lending operations




C. FINANCIAL QONTEXT
The main features of the financial oontext of the draft BCSC operating
budget for 19680 are:

- maintenance of the traditional budget system, including the commitments
recently introduced to improve transparency;

- a different approach oconcerning the financing of social measures in the

steel industry. This new approach has already been armounced in recent

Commission doouments on steel policy (OOM(88)343, 16 June 1988 and the

draft amending ECSC operating budget for 1988 (COM(88)342, 9 June 1988).

Ihe adget system

After the institutions largely reconciled their views on the BCSC's budget
system in 1987, and in the light of the ocomments made in Parliament’s
resolution of 20 November 1987 on the 1888 operating budget, the Commission
confirmed in its half-yearly report on action taken on Parliament'’'s
own-initiative resolutions between July and December 1987 (SP(88)733,

page 82) that it would be keeping the commitments budget in which a balance
is struck between aid commitments and entitlements recorded in a financial
year.

The Comission will oontimue to acoompany this commitments budget with

information on payments and cash transactions mentioned in Parliament’'s
resolution of 13 April 1988 on the discharge in respect of the 1986 BCSC
budget. This information takes the form of the schedules of payments in
-Amnex D of this alde-memoire and a summary table in the Financial Report
analysing all budget oommitments by year of origin and expected year of
disbursement.

In reply to certain specific items in the two resolutions, the Commission

would make the following points:

- The Financial Regulation mentioned in Article 78h of the BCSC Treaty is
in fact the Financial Regulation applicable to the general budget of the
Commmnities. The management of the ECSC budget is covered by internal
rules adopted by the Commission under Article 16 of the ECSC Treaty.
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The policy on reserves is still the same as that reported to Parliament
in Jamary 1987 (SEC(88)1832). For budgetary reasons (to take aocoount
of the difficulties linked with the crisis situation in the steel
industry) and for financial and legal reasons (to safeguard the market
financing instrument for oocal and steel oampanies) the Commission bhas
decided to adopt the policy of allocating the net anmual surplus as far
as possible to the financing of the BECSC budget and, as regards the
financial statements and thus the level of reserves, of simply keeping
the main financial ratios at a level close to those of the balance sheet
at 31 December 1984.

In its report on the acocounting and financial management of the BCSC for
1985 the Court of Auditors commented on the anmual payment to the
general budget to cover administrative expenditure (8 million BECU).
Given the legal framework (Article 20 of the Merger Treaty), it was
noted that the reduction in the annual payment as decided by the Council
in 1977 represented a sizeable “"subsidy” to the BCSC.

The trend in provisions to finanoce the operating budget is set out every
year in cne of the notes to the financial statements (note 13 in 1987).

The criteria used by the Commission for the ECSC’s property investments
ensure that it will only engage in operations offering total financial

security. In the current institutional and legal oontext, no financial
undertaking made by the ECSC in the property sector goes beyond the year

2002.

Other subjects brought up by Parliament are discussed in the previous
seotion of the aide-memoire (structural and social policy guidelines).

The Comission’s reaction on the subjeot of the allocation of BCSC customs
duties to the ECSC is set out below.

FI0ANGIDS O g 8oglA NEASUIES 0]

' ocia 0oal and stee
After the fruitless negotiations in recent years on the financing of all
soclal measures in the steel sector from appropriations from the gemeral
budget, the Commission proposed a new approach to this problem. This

approach requires an undertaking from the three parties comoerned - the

Council, the imdustry and the Commission.
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The Comission therefore proposes the following chandes in the financing
arrangements for social measures ocomnected with restructuring of the steel
industry:

- The estimated cost of 132 million BCU (OOM(87)388, p.10) is amended to
168 million BCU (88 000 workers eligible for aid in the period 18988-900 x-
3 000 ECU ocost per head), 80 million ECU to be committed in 1888,

88 million ECU in 1980 and 60 million BECU in 1960.

- The 168 million ECU is to be financed by levy increases in 1980 and 1980
(80 million ECU equally divided between the two years) amd the granting
to the BCSC in 1980 and 1880 from the general budget of amounts
corresponding to a proportion of the customs duties on BCSC products
(88 million ECU: 65 million BECU in 1880 to oover 1988 and 1980
ooammitments - i.e. 80 + 88 (to be oommitted) — 40 (to be oovered by
levies) - and 20 million ECU for 1980 oommitments).

- The 50 million ECU to be committed in 1888 is financed by a repayable
advance from the ECSC's reserves (Guarantee Fund). This sum will be
released only if the above Funds are actually made avallable. The
advance is to be repaid in 1980 from the net balance for 1988.

After obtaining a favourable opinion from Parliament (Mr Bardong's

resolution of 7 July 1988), the Commission acocordingly amended its hudget

estimates for 1988 (see OM(88)342, 9 June 1988).

Sinoce these are normal redeployment alds to be granted under paragraph 1(o)
of Article 86 of the ECSC Treaty, the 12 million ECU provided for social
measures in ocomnection with the rationalization of the ococal industry is to
be financed from ordinary resources.

The Commission has therefore proposed that resources be allocated from the
general budget to the BCSC for a limited period only and for the sole
purpose of financing the social measures for the steel seotor.l The
transfers are proposed on the basis of new reveme in the general budget

from customs duties on ECSC products in aoccordance with the Council
decision of 24 June 1988.

In its proposals for financing the social measures in the steel sector the
Comission, as in the past, has tried to ensure that the financing of
ordinary budget aid (research, redeployment, interest subsidies, is not

1 Proposal for a decision attached to the commmnication of 168 June 1988
from the Commission on steel policy (OOM(88)343).
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limited unacoeptably in order to prooure resources to cover the exoeptional
ald needed as a result of the restructuring of the steel industry.
However, the allocation to oover ordinary aild continues to be limited to
the amounts avallahle with a stahle levy rate.

These proposals take full aocoount of the oomolusions of the 1 216th Council
meeting on the social measures in the steel sector. At this meeting on
22 December 1987 the Councll suggested that the Commission take the

80 million ECU needed for sooclal measures in 1988 from ECSC reserves and
recorded its readiness to reexamine future funding arrangements in the
light of requirements and bearing in mind the possibility of a transfer of
ECSC customs duties to the Commmnity. At its 1 285th meeting on

24 June 1888 the Councll again stressed the need for social measures to
aoccompany the restructuring prooess and stated its intention of returning
to the problems of financing them at its next meeting.l

For the purposes of evaluating the draft budget for 1880, the Commission
oonsiders that a prios increase of 3.5% should be used as the basis for
ocomparing the figures for 1988 and those for 1980.

Total resources for 1980 amount to 384 million BCU and are set out in
detail in Annex E.

Of this total, 108 million ECU is to be regarded as exoeptional resources
(40 million ECU from an increase in levies and 65 million ECU from a
transfer of reveme from ECSC customs duties from the gemeral budget);
88 million BCU is needed to cover the social measures in ocomneotion with
the restructuring of the steel industry and 850 million BCU for the
repayment from potential ordinary resources (balance from the previous
year) in 1980 of the advance fram the reserves to provide provisional

1 Proposal for a decision attached to the commmication of 16 June 1988
from the Comnission on steel policy (OOM(88)343).
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oover in 1988 for the commitments to be entered into this year in respect
of the social measures. This “compensatory* 50 million ECU thus covers
traditional aids in 1988.

As a result, the resources to be allocated to chapters other than the
sooial measures in 1980 amount to 329 million ECU (384 - 105 + 80).

This budgetary approach reflects the following guidelines which were
already explained at I.C above:

-~ mixed finanoing of the social measures (resources from ECSC custams
duties from the general budget, ECSC levies, advance on reserves);

- financing of the soclal measures not to reduce the funds for traditiomal
ald.

The additional 40 million BCU plammed from levies means that a rate of
0.39% should be fixed for 1980 as against the 0.31% rate now in foroce.

B. FINANCING PROPOSALS

The Comission’s propoeals for the 1880 ECSC operating budget are tabulated

in Amex F axd are based on the following faotors:

- Total resources of 384 million BCU: Of this total, 65 million BCU will
ocome from the payment of BECSC ocustoms duties from the genmeral budget
(statement of revemue, Item 1201) for the exoceptional social measures in
ocomnection with the restruoturing of the steel industry.

- Of the total, B85 million BCU will be to finance the social measures.

- Requirements to be covered by the traditional resources of
329 million ECU remaining available:

. 5 million BECU for administrative expenditure;

. 178 million BCU for redeploymemt aid;

. 74 million BCU for research expenditure;

. 63 million ECU for interest subsidies;

. 12 million BCU for social aids in commection with the rationalization
of the ocoal industry.

As regards research appropriations, to which it attaches fundamental

importance, the Comission proposals that 34 million ECU be devoted to

steel, 27 million BCU to ooal and 13 million ECU to social research.
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A8 regards interest subsidies, the Comission proposes that 83 million ECU
should go to ocomversion as direot aid for the creation of new jobs and
10 million ECU to investments.

In conclusion, the Commission proposes that the 1880 ECSC operating hudget
be adopted at a total amount of 384 million ECU and that the levy rate be
set acocordingly at O.39%.

C. DRAFT BODGET

The draft budget established by the Camission and amounting to
384 million ECU is presented in Amnex F.
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ANNEX C

Information relating to levies

The Latest available information on production and the Levy yield for the

current financial year is given below:

LEVY YIELD FOR THE FIRST QUARTER OF 1988

Production serving

as a basis for the] Yield per- .

calculation of thej tonne at (m%f\gorgﬁ)

Levy 0.31%

(million tormes) | ‘€VY rate

(G D) (2) (3

Brown-coal briquettes and :
semi-coke 0.6 0.20274 0.12
ALl types of hard coal 44,2 0.24152 10,68
COAL - TOTAL 10.80
big-iron other than that
required for the manufacture 0.6 0.53384 0.3
of ingots
Steel ingots 34.1 0.68460 23.34
Finished products 28.0 0,31759 8,88
STEEL - TOTAL 32.53
GRAND TOTAL 43.33

3 = (1 x (2)
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ANNEX D

ECSC BALANCE SHEET AT 31 DECEMBER 1987

(Before allocation of profit)

ASSETS

LIABILITIES

1. Balances with central banks
2. Balances with credit
institutions

- repayable on demand

- with agreed maturity dates
or periods of notice

3. Debt securities held in
portfolio

4. Loans outstanding

5. Recoverable issuing costs
and redemption premiums

6. Tangibles and intangibles
7. Other assets

8. Accruals and deferred income

GRAND TOTAL

1222 206

16 244 011
1191 772 426

665 663 392
6 768 061 076

44 196 488
4 715 386
97 124 950

195 345 674

8 984 345 OB

1. LIABILITIES

11. Liabilities towards third parties

- Amounts owed to credit institutions:
with agreed maturity dates or
periods of notice

= Long-term and mediumterm debts
- Other Liabilities

- Accruals and deferred income

- Provision for losses and expenses

12. Conmitments for ECSC QOperating Budget
- Legal commitments

13. Total Liabilities towards third
parties

2. NET ASSETS

21. Provision for the financing of the
ECSC Qperating Budget

22. Reserves

- guarantee fund

- special reserve

- former pension fund
- contributions from the new Member

States to reserves not yet called in

Total reserves

23. Profit brought forward

24. Profit for the financial year

25. NET TOTAL

3. GRAND TOTAL

7 867 342 730

723 417 439

6 688 768 678
22 321 424
355 158 907
3 214 %4

797 878 777

3N %67 067

469 982 000
183 878 000
50 186 605

19 370 834

344 467
1273 906

1117 0 879

8.8 MO UR

(4)
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ANNEX E

ANALYSIS OF REQUIREMENTS REPORTED AND RESOURCES AVAILABLE FOR THE
FINANCIAL YEAR 1989

In response to the wishes expressed by Parliament in its resolution of

14 December 1982,* the presentation of requirements reported and foreseeable
resources is modelled on the systematic analysis of the data for the various
budget headings in the general budget. As with the general budget this
presentation lLists the main features of each heading (references and description
of the operation, type of expenditure and explanation).

. The "percentage change 1988-89" compares the figures for the initial budget
for 1988 with those in the proposal for 1989.

The analysis of requirements and resources for 1989, as was the case last year
and as in the general budget, contains a foreseeable schedule of payments
against budget appropriations for 1989, 1988 and previous years.

*04 € 23, 17.1.1983.
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REQUIREMENTS

1. ORDINARY AND EXTRAORDINARY REQUIREMENTS
1989 1988
Article Heading approps | approps | OUiten
proposed lauthorised|

CHAPTER 10 - ADMINISTRATIVE

CHAPTER 10 - TOTAL

EXPENDITURE

=P
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Art.

HREMAREKES
Iten

10 | 1. References and description

Article 50 of the ECSC Treaty;

Article 20 of the Merger Treaty;

Council Decision of 21 November 1977 (0J L 306, 30.11.1977,
p. 28); '

ECSC contribution to the Commission's administrative expenditure.

2. Type of expenditure

Annual payment in four equal quarterly instalments.

3. Method of calculation and explanation of change

The Council has set the annual amount of the payment at
5 million ECU.

Percentage change 1988-89: 0X.

4. Foreseeable schedule of payments

wmillion ECU)

Payments

~Commitments Subsequent

1988 1989 1990 1991 years

Commitments entered
into against 1987

earlier approps = | _ ~ _ - _
1988 approps 5 5 - - - -
1989 approps 5 - 5 - - -

TOTAL 10 5 5 - - -
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REQUIREMEN

TS

1989 1988
. . Qutturn
Article Heading approps approps 1987
proposed |authorised
CHAPTER 20 - AID FOR REDEPLOYMENT
(Article 56 ECSC) 175 180 82.4
CHAPTER 20 - TOTAL 175 180 82.4

e p———
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REQUIREMENTS

g:; RENARES
20 | 1. References and description

- Articles 50, 56 and 95 (extension of the principle of replacement)
of the ECSC Treaty;

- Bilateral agreements concluded between the High Authority/
Commission and the Governments of the Member States.

The High Authority/Commission provides non-repayable aid towards:
(i) the payment of tideover allowances to workers;
(i1) the financing of allowances to workers taking early

retirement;

(i11) the payment of resettlement allowances to workers;

(iv) the financing of vocational retraining for workers having
to change job.

The grant of the aid is conditional upon payment by the State

concerned of a special contribution of not Less than the amount

of that aid.

2. Type of expenditure

Provision to subsidize the expenditure on redeployment incurred by

the Member States according to the procedure set out in the

agreements signed, and taking account of the changes to be made in

line with what is described on pages 22 to 25 above (common

intervention system).

3'

Method of calculation and explanation of change

In 1989 38 000 steelworkers should receive traditional redeployment
aid. '
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REQUIREMENTS

1989 1988 outturn
Article Heading approps approps 1987
proposed lauthorised
20 Aid for redeployment (cont'd)
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REQUIREMENTS

Arte REMARKS

Iten

20 This total includes workers who have lost their jobs or will Lose them
cont

before 1989 and for whomthe request for assistance is not made before
that date (mainly steelworkers from Italy and France) and a large
proportion of workers who will lose their jobs in 1989 and for whom the
request for assistance is expected that year. The number of job
losses expected in 1989 is between 27 000 and 30 000, mainly in Italian,
German, French and Spanish companies. ‘

The number of recipients in the coal industry is estimated at around
23 000, mainly in the Federal Republic, France and the United Kingdom
and, to a lesser extent, Belgium and Spain.

Given the ceiling on redeployment expenditure under the operating rules
introduced by the common intervention system applicable to traditional
redeployment aids from 1989, the requirements of the steel industry
(and iron ore mines) are estimated at 114 million ECU. The coal
industry's requirements are estimated at 61 million ECU. For the ECSC
sector as a whole, the requirements for traditional redeployment are
thus estimated at 175 million ECU.
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REQUIREMENTS

1989 1988 outturn
Article Heading approps approps 1927
proposed lauthor i sed|
20 Aid for redeployment (cont'd)
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REQUIREMENTS
At Remarks
20 Percentaée change 1988-89: - 2.8% (not including 141.6 million
(axﬁ'f) ECU carried over from the 1987 budget nor the additional

234 million ECU in the amending budget)

4. Foreseeable schedule of payments

PAYMENTS
Commitments
1988 1989 1990 1991 Subsequent
years
Commitments
entered into | 348.3 177.4 66.2 59.4 45.3 -
against 1987
and earlier
approps
1988 approps | 180" 28.5 | 45.9 | s51.4 35.7| 18.5
(initial)
1989 approps | 175 - 11.2 49.3 45.7 68.8
TOTAL 703.3 | 205.9 | 123.3 | 160.1 126.7 87.3

*The schedule for the carryovers from 1987 and the additional
appropriations in the amending budget (165 million ECU in all)
is determined on a pro rata basis.
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REQUIREMENTS

1989 1988 { Outturn
Art ., Heading approps approps 1987
proposed] authorized
CHAPTER 30
Aid for research
310 Steel research 34 30 37
320 Coal research 27 22 25.3
330 Social research 13 11 11.4
CHAPTER 30 - TOTAL 74 63 73.7
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REQUIREMENTS
Arte Remarks
30 1. References and description

Articles 50 and 56 of the ECSC Treaty

The High Authority/Commission is required to encourage
technical and economic research into the production and
increased use of coal and steel and occupational safety in
the coal and steel industries. To this end it grants aid
to finance research after obtaining the opinion of the
ECSC Consultative Committee and after receiving the

Council's assent.

Type of expenditure

Provision to cover repayment of a proportion of the actual

costs of research projects approved by the High Authority/
Commission. In most cases, the aid granted amounts to 60%

of actual costs, or between 40 and 50% for pilot and demonstrat{on
projects. The industries concerned always make a substantial
financial contribution.

Method of calculation and explanation of change

Percentage change 1988-89: + 17.5X%, not including the
additional 10 million ECU in the amending budget for 1988.

The grounds for the aid proposed for each of the research
categories (steel, coal and social) are explained in the

following paragraphs.
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REQUIREMENTS
) 1989 1988  jOutturn
Art. . approps approps 1987
Heading proposed puthorized
CHAPTER 30 (cont'd) - AID FOR
RESEARCH
310 STEEL RESEARCH 34 30 37
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REQUIREMENTS
Are Remarks
310 Steel research

Grounds

In 1989 the European steel industry will have to make its

final choices about how it is to face up to the 19905.1 Its

objectives must be to continue énd develop:

- its technological modernization efforts (high-technology
processes);

- European cooperation (multinational programmes).

Through the first objective, it will be seeking to ensure

high-quality production to meet users' new requirements as

effectively as possible under the following conditions:

- improved cost-competitiveness in production and processing;

- continuing stimulation of consumption in domestic and export
markets.

Through the second objective, it will be seeking to match
similar efforts in Japan and the United States; this objective

is also concerned with savings (avoiding duplication of effort).

This dual research effort must also stimulate the basic role
of researchers and give tomorrow's steelworkers the prospect
of stable employment at a high technical level.

1Chapter IV of the General Objectives for Steel 1990
(COM(85) 450 final).
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REQUIREMENTS

1989 1988 1 Outturn
Art . Heading approps | approps 1987
proposed lauthorized
310 STEEL RESEARCH

(cont'd)
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REQUIREMENTS

Art.

Remarks

30

The research programmes have already produced outstanding

(cont't) successes recognized by all the sectors concerned.

In 1989 the following programmes will be conducted in parallel
with finance from ECSC aids:

1. The steel research programme

This programme provides aid for the medium-term research
needed to guarantee the industry's technical competitiveness.

-The scope covers both processes and products and includes
the following priorities:

~ new production channels for iron and steel;

~ improvement of existing production methods (greater
automation);

- development of new qualities of steel and new products

adapted to market requirements to compete with the use of
other materials.

2. Programme of pilot and demonstration projects

Recent years' experience has shown the effectiveness of
this method of encouraging the industrial exploitation of
Laboratory research (projects relating to industrial
processes and product development). The industry's growing

interest in this programme suggests that it should be
continued.
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REQUIREMENTS

1989 1988 Outturn
Art. Heading .approps | approps 1987
proposed huthorized
310 STEEL RESEARCH

(cont'd)
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REQUIREMENTS
Art.
Remarks
310 3. Long-term research strategy
(cont'd)

Previous activities in this field have been aimed at
achieving long-term strategic results which have so far
been Limited to the direct use of coal in the manufacture
of pig iron (elimination of coke) and the direct casting
of flat products.

* * *

The following technical sectors will be covered by these
three types of research in 1989: .
- ore and blast furnaces;

- oxygen steelworks and electric steelworks;

- casting and solidification;

- rolling mills and treatment of steel;

-~ measures and analyses;

- steel properties and utilization;

-~ recycling of steel waste.

Percentage change 1988-89: + 13.3X%, not including the
additional 4 million ECU in the amending budget.

Foreseeable schedule of payments

Payments
Commitments 1988 | 1989 | 1990 | 1991 | subsequent
years
Commitments
entered into
against 1987
and earlier
approps 69.5 _ 29.6 20.6 10 5 4.3
1988 approps | 30" 3 10 8
(initial)
1989 approps | 34 - 3 1.5 9.5 10
TOTAL 133.5 32.6 | 33.6 29.5 20.5 17.3

* .
The schedule for the 4 million ECU added by the amending budget
is determined on a pro rata basis.
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REQUIREMENTS

1989 1988 { Outturn
Art. Heading approps approps 1987
proposed Puthorized
CHAPTER 30 (cont'd)
AID FOR RESEARCH
320 COAL RESEARCH 27 22 25.3
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REQUIREMENTS

Art.

Remarks

320

Grounds

1. The research aids are needed for continuing the programmes

already mentioned in the previous aide-memoire. In the chapter

on solid fuels the New Community Energy Objectives for

19951 suggest that:

- the market share for solid fuels be increased;

- the Community's solid fuels production industry should
continue its restructuring in order to become more
competitive..

This document also stressed the basic importance of two
factors influencing atl developments in the energy sector:
protection of the environment and technological innovation

as the outcome of research, development and demonstration.

The New Community Energy Objectives thus re-echo the
conclusions of the Medium-term Guidelines for Technical Coal
Research 1986-902 which serves as a framework for this branch
of research and identifies the main tasks to be conducted

in the two sectors of coal research.

In the mining technology sector,

- costs hust be reduced and productivity increased, mainly
through the widespread application of new technologies and
equipment;

- the quality of crude coal must be improved to make subsequent
processing easier;

-~ safety in the mines must be increased and coal-face working
conditions improved through better knowledge of natural

1
2

0J C 241, 25.9.1986.
SEC(85)652 final.
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REQUIREMENTS
1989 1988 outturn
. approps approps 1987
Art. Heading proposed |authorized
320 COAL RESEARCH (cont'd)
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REQUIREMENTS
Art.
. Remarks
320 constraints and, in particular, the perfect containment of
(cont'¢) these constraints.

The problems are even more complicated in the product
beneficiation sector, since the industry must adapt to users'
increasingly stricter requirements if it is to retain its
traditional markets and open up new ones. It is also essential‘
to take all possible steps to meet environmental protection
standards. It is therefore necessary:

- to ensure that coal and coke is always of excellent and, in
particular, stable quality by improving preparation, transport
and coking;

- to improve the yield and flexibility of coal utilization,
upgrading and processing procedures;

- to take account of environmental protection requirements
both upstream and downstream of coal utilization, for example
by eliminating pyritic sulphur during preparation, by
stopping harmful emissions and by making use of residues.

Research aids are also,required as the field of application
of this research is to be expanded from 1989:
~ Major efforts are required to adapt mechanized mining
methods to specific conditions in the two new Member States.
- Open-cast mines, which account for a large proportion of
total production, particularly in Spain and France, must
be included in the Medium-term Guidelines for Technical
Coal Research
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REQUIREMENTS
1989 1988 Outturn
Art . . approps approps 1987
Heading proposed fauthorized
320 COAL RESEARCH (cont'd)
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REQUIREMENTS
Arts Remarks
320 1986-90.
[cont 'd - Modern mine management is currently moving away from

traditional data processing to processes based on artificial

intelligence and robotization.

- In 1985 coal combustion was included in the non-nuclear

research programme in the general budget; in its subprogramme

concerning the use of solid fuels, the new non-nuclear

research programme will be Limited to fuel problems

involved in electricity generation; the consumption of
coal by industry and the private sector (e.g. district
heating) must therefore be reincorporated in the ECSC

coal research programme.

Percentage change 1988-89: + 22.7%, not including the additional

4 million ECU in the amending budget.

Foreseeable schedule

of payments

Payments
Commitments
1988 1989 1990 1991 Subsequent
years
Commitments
entered into
against 1987
and earlier
approps 45.7 19.5 13.5 6.6 3.3 2.8
1988 approps 22" 2 7 6 5 2
1983%33820ps | 27 - 3 8 7.5 8.5
TOTAL 94.7 21.5 23.5 20.6 15.8 13.3

*The schedule for the 4 million ECU added by the amending budget
is determined on a pro rata basis.
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REQUIREMENTS
1989 1988 OQutturn
. approps approps 1987
Art. Heading proposed puthorized
CHAPTER 30 (cont'd)
AID FOR RESEARCH
330 SOCIAL RESEARCH 13 1 1.4
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REQUIREMENTS
At Remarks
330 Social and medical research requirements come under the five

research programmes previously adopted by the Commission:

1. ergonomics

2. industrial health in coal mines

3. technical measures to combat pollution at the place of work
and near to steelworks

4. medical research

5. protection of workers against occupational hazards in the
coal and steel industries.

These social and medical research programmes, some of which have
been carried out for several years, have been an indisputable
success, as both sides of the coal and steel industries and the
research institutes regularly state.

The assessment of requirements for 1989 is based on these

programmes continuing normally and takes account of foreseeable
limits on budget funds.

Percentage change 1988-89: + 18.2% not including the additional
2 million ECU in the amending budget.
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REQUIREMENTS
0 1989 1988 | outturn
Art . Heading approps approps 1987
proposed jauthorized
330

SOCIAL RESEARCH (cont'd)
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REQUIREMENTS

Remarks

Foreseeable schedule of payments

Payments

Commitments -

1988 1989 1990 1991 Subsequent

years

Commitments
entered into
against 1987
and earlier
approps 23.3 9.9 6.9 3.4 1.7 1.4
1988 approps *
(initial) 1 1 4 3 2 1
1989 approps 13 - 1 5 4 3
TOTAL 47.3 10.9 11.9 11.4 7.7 5.4

*
The schedule for the 2 million ECU added by the amending budget
is determined on a pro rata basis.

R R T T T T2 [ A T T R TV R oo T T e S eyt T
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REQUIREMENTS

: 1989 1988 { Outturn
Art., . Heading approps approps 1987
proposed |authorized

CHAPTER 40

AIDS IN THE FORM OF INTEREST

SUBSIDIES
410 Investments 10 7 8
420 Conversion 53 40 40.3

CHAPTER 40 - TOTAL 63 47 48.3
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REQUIREMENTS
Ares Remarks
40 1. References and description

3.

Articles 54 (investment) and 56 (conversion) of the ECSC
Treaty, and Decisions of the High Authority/Commission.

The ECSC may use its own resources to provide interest
relief on certain types of loan. The subsidy is calculated
in ECU at a rate and for a term fixed by the Commission.

Type of expenditure

Provision for offsetting part of the interest due on loans
disbursed by the ECSC, in accordance with the contracts
drawn up between the Commission and the beneficiaries:

- direct loans: to firms or other private or public bodies;
- global loans: to banks or other credit institutions which
onlend the ECSC funds, mainly to small or medium-sized

businesses.

Method of calculation and explanation of change

The following rates are now applied:

- investment loans: 3% (direct loans and global loans for
the production and use of Community coal)

- conversion loans: 2% for direct loans

3% for global loans
The term of all these interest subsidies is five years.

ECSC loans with interest subsidies are an important financial

instrument for promoting industrial and other investments to

meet the requirements for the coal and steel industries and to create
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REQUIREMENTS
1989 1988 Outturn
Art . Heading approps | approps 1987
proposed puthorized
40 AIDS IN THE FORM OF INTEREST .
(cont'd)

SUBSIDIES (cont'd)
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REQUIREMENTS

Art, RENMARES
Item ’

40 | jobs for redundant ECSC workers.
cont 'd
Percentage change 1988-89: +34%, not including the additional
13 million ECU in the amending budget.

The grounds for the aids proposed for each category of Loan
(investment and conversion) are explained in the following
paragraphs.
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REQUIREMENTS
1989 1988 1
Art. Heading approps approps OQutturn
proposed |authorized| 1987
CHAPTER 40 (cont'd) '
AIDS IN THE FORM OF INTEREST
SUBSIDIES
410 INVESTMENTS 10 7 8
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REQUIREMENTS

Arte

RE N 3
lten HRENARES

410 | Grounds

In the investment field, the purpose of interest subsidies is to
encourage certain types of investment in ECSC industries.

The criteria for granting subsidies cover the following areas:

- research and training centres, and the elimination of bottlenecks
(04 C 73, 18.6.1970);

- safety and hygiéne, in particular the prevention of nuisances
(0J € 146, 25.11.1974);

- promotion of coal production (0J C 79, 29.3.1980, revised in
0J C 131, 20.5.1988);

- promoting the consumption of Community coal (0J C 343, 31.12.1982).

The Commission will apply and adapt these criteria in the Llight of its
assessment of priorities (at present Limited to investment to promote
the production and consumption of Community coal) and the
appropriations available.

Percentage change 1988-89: +42.9%

Foreseeable schedule of payments (million ECU)

. Payments
Commitments

| Subsequent
1988 1989 1990 1991 | years

Commitments entered
into against 1987 and

earlier appropriations | 48.9 8 10.8 9.6 9 .S
1988 appropriations 7 0.7 1.4 1.4 1.4 2.1
1989 appropriations 10 - 1 2 2 )

TOTAL 65.9| 87 | 13.2 |13 12.4 | 18.6
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REQUIREMENTS
1989 1988
Art, Heading approps approps Qutturn
proposed jauthorized| 1987
CHAPTER 40 (cont'd)
AIDS IN THE FORM OF INTEREST
SUBSIDIES
420 Conversion (cont'd) 53 40 40.3
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REQUIREMENTS

Art.

Remarks

Grounds

Conversion loans with interest subsidies are granted to firms or
public bodies which encourage investments creating new jobs in regions

hit by declining economic activity, principally in the coal and steel
industries.

The guidelines drawn up by the Commission for granting conversion loans
were published for the first time in 0J C 178, 27 July 1977.

They have since been changed to improve and clarify the terms of
global loans, which have proved a very effective instrument for
creating new jobs in small businesses. The most recent amendment

(0J € 173, 1 July 1987) took account of the ECSC's difficult

budget situation and the fall in interest rates on the capital
markets. This revision was intended to lower the level of

interest subsidies to a pcint where they would still act as a
sufficient incentive to investors but could be granted to a larger
volume of loans with the funds available. The maximum Loan eligible
for interest relief at the rate of 2X for 5 years - 3% for global
loans = at the moment is 20 000 ECU per new job, equivalent to
maximum aid of 2 000 to 3 000 ECU per job. Since the number of jobs
subsidized accounts for a maximum of two thirds of the posts created,
the actual aid per post created is therefore Lower (1 350 to 2 000 ECU).

The appropriation of 53 million ECU thus corresponds to the 25 000 to
35 000 posts to be created. ’
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REQUIREMENTS

1989 1988
Art. Heading approps |approps Qutturn
proposed |authorized 1987
420 Conversion (cont'd)

(cont'd)
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REQUIREMENTS
Art,
. Remarks
420 Conversion requirements in the coal and steel industries will remain
[cont’

substantial in 1989 and subsequent years because of the continuing
restructuring of these sectors.

160 000 jobs will be lLost between 1988 and 1990.

Percentage change 1988-89:
13 million ECU in the amending budget.

It is estimated that at least

+ 32.5%, not including the additional

Forseeable schedule of payments

(million ECU)

Commitments Payments
1988 | 1989 | 1990 | 1991 Subsequent
years
Commitments
entered into against
1987 and earlier
appropriations 228.6 | 52 55.5 | 49.5 | 36.6 35
1988
appropriations 4009 4 8 8 8 12
1989
appropriations 53 - 5.2 | N 1 25.8
TOTAL 321.6 | 56 68.7 | 68.5| 55.6 72.8

*The schedule for the 13 million ECU added by the amending budget is
determined on a pro rata basis.
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REQUIREMENTS
1989 1988 1
Art. Heading approps |approps | Outturn
proposed |authorized| 1987
CHAPTER 50 ‘
500 SOCIAL MEASURES IN CONNECTION_ 55 44 -

WITH THE RESTRUCTURING OF THE

STEEL INDUSTRY
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REQUIREMENTS
Art.
Remarks
500 | 1. References and description

To supplement the traditional aids covered by Chapter B.20, this
chapter contains the following social support measures in connection
with the restructuring of the steel industry:

- aid for early retirement;

- aid for employment premiums.

2. Type of expenditure

Provision to cover the Community's contribution to expenditure on the
measures in the additional programme in accordance with the conditions
Llaid down for each Member State in accordance with common criteria
applicable to the Community as a whole.
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REQUIREMENTS
. 1989 1988
Art. Heading approps |approps | Outturn
proposed |authorized] 1987
500 Social measures in connection
(cont'd) with the restructuring of the

steel industry
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REQUIREMENTS
Art.
' Remarks
500 | 3. Method of calculation and explanation of change

The Commission estimates the updated cost of this additional programme
at 165 million ECU (55 000 persons each costing 3 000 ECU). The

first instalment of 50 million ECU will be charged to the 1988 budget
and the second instalment of 55 million ECU to the 1989 budget. These
aids will double the Community's contribution to the social cost of
job losses, estimated at 30 000 ECU for each job lost.

Percentage change 1988-89: + 25%

On 22 December 1987 the Council refused the 44 million ECU contained
in the 1988 aide-memoire. The draft amending budget for 1988

contains the 50 million ECU mentioned above and provides for the
re-entry of the 34 million ECU which could not be implemented in 1987.

4. Forseeable schedule of payments

(million ECU)

Payments
Commitments
1988 | 1989 | 1990 | 1991 | Subsequent
years
Commitments entered
into against 1987
and earlier
appropriations 22.3 21.1 1.1 0.1 - -
1988
appropriations 44(*) 3.5 16.7 | 15.8 6.2 1.8
1989 '
appropriations 55 - 4.4 20.91] 19.8 9.9
TOTAL 121.3 24.6] 22.2 ] 36.8 | 26 11.7
* The schedule for the 84 million ECU added by the amending budget is determined on a

pro_rata basis.
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REQUIREMENTS
1989 1988 1
Art. Heading approps approps Outturn
proposed jauthorized| 1987
CHAPTER 60
600 SOCIAL MEASURES IN CONNECTION . 12 p.m. T -

WITH THE RATIONALIZATION OF THE
COAL INDUSTRY
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REQUIREMENTS
Art.
' Remarks
20 1. References and description

- Article 50 and paragraph 1(c) of Article 56 of the ECSC Treaty;
- Bilateral agreements concluded between the High Authority/Commission
and the Governments of the Member States.

The High Authority/Commission provides non-repayable aid towards:

(i) the payment of tideover allowances to workers;

(ii) the financing of allowances to workers taking early retirement;
(ii9) the payment of resettlement allowances to workers;

(iv) the financing of vocational retraining for workers having to
change job.

Thegrantof the aid is conditional upon payment by the State concerned
of a special contribution of not less than the amount of that aid.

2. Type of expenditure

Provision to subsidize the expenditure on redeployment (paragraph 1(c)
of Article 56 of the ECSC Treaty) incurred by the Member States in ‘
connection with the rationalization of the coal industry according to
the procedure set out in the agreements signed.

3. Method of calculation and explanation of change

The cost of the social measures financed under paragraph 1(c) of
Article 56 cannot be estimated accurately at this stage since these
measures will be applied for the first time in 1989.
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REQUIREMENTS
. 1989 1988 1
Art. Heading approps |approps | Outturn
proposed |authorized| 1987
CHAPTER 60
600 SOCIAL MEASURES IN CONNECTION

WITH THE RATIONALIZATION OF THE

COAL INDUSTRY (cont'd)
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REQUIREMENTS
Art.
: Remarks
600 From the information now available, the cost should not exceed
cont 'y

12 million ECU in 1989.

Percentage change 1988-89:

measures are applied.

4.

Forseeable schedule of payments

1989 will be the first year in which these

(million ECU)

4 Payments
Commitments
1988 | 1989 | 1990 | 1991 | Subsequent
years
Commitments entered
into against 1987
and earlier
appropriations - - - - - -
1988
appropriations - - - - - -
1989
appropriations 12 - 1 3 3 5
TOTAL 12 - 1 3 3 5




-.85-

2. REQUIREMENTS NOT ENTERED IN THE BUDGET
LOANS FOR FINANCING WORKERS' HOUSING

In addition to the requirements to be financed by non-repayable grants from
the year's resources, there are the requirements not entered in the budget
to finance the housing Loan scheme for ECSC workers which the High
Authority/Commission has operated since 1954.

Forecasts for this programme are included in this aide-mémoire to complete
the picture of all ECSC operations for Parliament and the Consultative

Committee.

1. References and description

Article 54 and Decisions of the High Authority/Commission assigning to the
housing programmes the funds from the "spééiaL reserve" constituted by

interest from investments and from lLoans against own funds.

ECSC intervention takes the form of'reduced-intergst Lloans, and eases the
cost of financing housing by adding the funds lent by the Community to
resources provided nationally (in some cases ECSC loans from its own funds
.are supplemented by funds raised on the capital markets).

2. Type of expenditure

Grant of long-term loans at 1% interest to the responsible national bodies or
other financial institutions.

The tenth five-year building programme ends in 1988. The Commission is
expected to continua its policy in this sector by adopting an eleventh
programme for the period 1989-92. An allocation of 48 million ECU in own
funds ("special reserve") will be requested for this programme, of which
12 million ECU will be for 1989. This figure covers expected repayments
during this period of lLoans granted under previous programmes.
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3. Objectives

Continuation of the social and sectoral approach of programmes of this type,
i.e. improvement of the quality of housing for coal and steel workers and
facilitation of the transfer of manpower under the reorganization or

restructuring programmes in the coal and steel industries.

At 31 December 1987 ECSC loans for workers' housing totalled 470 million ECU
and some 194 000 dwellings had been subsidized.
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RESOURCES
1989 1988
Art., Heading approps approps 1 Qutturn
proposed authorizeq 1987
CHAPTER 10
GENERAL RESOURCES
110 LEVIES 202 150 174.7
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RESOURCES
Art.
. Remarks
110} 1. References and description

- Articles 49 and 50 of the ECSC Treaty
- Decision 2/52 of 23 December 1952.

The levies are calculated on the basis of a fixed scale per tonne which
is decided each financial year by the Commission and published in the
Official Journal.

In accordance with the Commission Decision of 11 April 1983,1 the
reference period used for calculating the average values for calculating
the levy base, for 1989 will be the 1987 calendar year.

2. Type of resource

Levy resources are duly established entitlements in the form of Llevies
payable on output in the 1989 financial year and calculated on the basis

of the production declarations made by the undertakings.

3. Method of calculation and explanation of changes

The latest estimates of the average values which serve as the basis for
calculating the levies suggest that the figures for the 1989 financial
year, which relate to the reference period from 1 January to

31 December'198? will be some 2% higher for steel and 1.3% lower for
coal than the figures for 1988. However, as with the figures for the
foreseeable volume of leviable production, there is an appreciable

margin of uncertainty; this is because all the requisite data are

Tos ¢ 101, 14.4.1983
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RESOURCES

1989 1988
Art. Heading approps approps Outturn
proposed |authorized 1987
110 LEVIES

(cont'd)
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Levy rate: 0.39%.

RESOURCES
Art.
: Remarks
110 | not available, and forecasting production in present economic
contd) conditions is a very uncertain exercise.

Percentage change 1988-89: +34.7X%, not including the additional

12 million ECU in the amending budget.

Tonnage subject to the levy and yield form a levy rate of 0.01%

Product'

Production forecasts
used for calculating
the Llevy

(million tonnes)

Yield from
levy rate of
0.01%
(million ECU)

Brown coal briquettes and 3,3 0,02
semi-coke derived from brown

coal

Hard coal of all categories 171 1,31
COAL - TOTAL 1,33
Pig iron other than that 2,3 0,04
used for making ingots ,
Steel in ingots 123 2,77
Finished products 98,4 1,02
STEEL - TOTAL 3,83
GRAND TOTAL 5,16
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RESOURCES

.1989 1988  {
Art., Heading approps approps | Outturn
proposediauthorized 1987
CHAPTER 10 (cont'd)
120 NET BALANCE FROM PREVIOUS YEAR 70 107 201

-
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RESOURCES

Art.

Remarks

120

References and description

Under its Decision of 30 April 1975, the Commission enters in the
budget the net balance from the previous financial year, i.e.
the surplus from financial and budgetary operations, less any

provisions and allocation to the reserves.

Type of resource

The net balance from 1988 will be determined when the Commission

adopts the balance sheet at 31 December 1988.

Method of calculation and explanation of change

The figure of 70 million ECU is based on the current estimate

of the resources which the Commission will have available when
it adopts the balance sheet at 31 December 1988. This forecast
takes account of the repayment of the advance of 50 million ECU
from the ECSC Guarantee Fund which was entered in the 1988 ]
amending budget to cover the social measures in connection with

the restructuring of the steel industry.

Percentage change 1988-89:

-34.6%, including the repayment of 50 million ECU.
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RESOURCES

1689 1988
Art. Heading approps approps | Outturn
proposed |lauthorized 1987
CHAPTER 10 (cont'd)
130 FINES AND SURCHARGES FOR LATE PAYMENT 18 7 18.6

8
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RESOURCES
Art.
. Remarks
130 1. References and description
Articles 47, 58 and 60 of the ECSC Treaty (mainly).
The Commission may impose fines on undertakings contravening the
current price and quota systems.
2. Type of resource
From an accounting point of view, revenue from the fines imposed
by the Commission under Article 58 of the ECSC Treaty should be
regarded to a certain extent as deferred resources, in view of
the appeals made to the Court of Justice. Only payments expected
in the course of the financial year are therefore entered as
budgetary resources.
3. Method of calculation and explanation of change

It is very difficult to forecast the amount which will be
collected in 1989, especially since the lLegal proceedings in
disputed cases are likely to last some time.

On the basis of the information currently available, it is
proposed that 18 million ECU be entered under this heading.

Percentage change 1988-89: +157.1% (not including the

8 million ECU added to this heading by the amending budget).
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RESOURCES

1989 1988
Art. Heading approps approps | Outturn
proposed |authorized 1987
CHAPTER 10 (cont'd)
140 MISCELLANEOUS p.m. p.m. 0.7
CHAPTER 10 - TOTAL 290 264 395




- 06 -

RESOURCES

ATrt,

Remarks

140 | This article, which bears a token entry, allows miscellaneous

revenue to be entered as revenue for the financial year.




- 97 -

RESOURCES

_ 1989 1988
Art. Heading approps approps OQutturn
proposed lauthorized 1987
CHAPTER 20:
CANCELLATION OF COMMITMENTS UNLIKELY 20 5 4.3

TO BE IMPLEMENTED
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RESOURCES

Art.

Remarks

20

References and description

The Commission's Internal Rules for the drawing up and
implementation of the ECSC operating budget state that, once all
parties have discharged their obligations under a commitment,
any remaining part of the provision will be cancelled. Any
contract running into difficulties may also be cancelled. The
amounts thus released become available again as resources for

the current financial year.

Type of resource

The estimate of 20 million ECU shown in this chapter relates
mainly to cancellations of allocations for conversion and
redeployment aid. Only a token entry would be needed for the
other items which might be involved (cancellation of balances

remaining in respect of completed research contracts, etc.).

Method of calculation and explanation of change

It is difficult to estimate the rate of cancellation as it
depends on several factors, such as negotiations with the
governments concerned. The estimated figure of 20 million ECU
for 1989 is based on a usual rate and reflects the Commission's
desire to eliminate any provision for budgetary aids which

have Lapsed for one reason or another.

Percentage change 1988-89: +300% (not including an increase of

18 million ECU in the amending budget).
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RESOURCES

‘ 1989 1988
Art. Heading approps approps | Outturn
proposed |authorized 1987
CHAPTER 30
RESOURCES FROM THE PREVIOUS YEAR p.m. p.Mm. p.m.
NOT USED
CHAPTER 30 - TOTAL p.m. p.m. p.m.
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RESOQURCES
Art.
: Remarks
30

This chapter, carrying a token entry, records any balance remaining
from the previous financial year as resources for the current

financial year.

The draft amending budget for 1988 contains an entry of
189.9 mitlion ECU.
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RESOURCES -

) 1989 1988
Art . Heading approps approps Outturn
proposed lauthorized 1987
CHAPTER 40
EXCEPTIONAL REVENUE
SOCIAL MEASURES IN CONNECTION 65 50 p.m.

WITH THE RESTRUCTURING OF THE

STEEL INDUSTRY
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RESOURCES
ATt
: Remarks
40 | 1. References and description

- Article 235 of the EEC Treaty,

- Commission proposals to the Council (decisions to be taken
Article 235(EEC) (COM(88)343, Annex)).

Type of resource

Contribution from the general budget to the ECSC to be charged

to Item 1201 of the statement of revenue of the general budget
for 1989.

Me;hod of calculation and explanation of change

The 65 million ECU corresponds to the total amount of commitments
for this aid in 1988 and 1989, less 40 million ECU to be financed
from traditional resources (levies): 50 + 55 - 40 = 65 million ECU.

Percentage change 1988-89: +30%, disregarding the fact that the

transfer from the general budget planned for 1988 was refused by
the Council.
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RESOURCES

1989 1988
Art . Heading approps approps | Outturn
proposed |Jauthorized 1987
CHAPTER S0
CONTINGENCY RESERVE 9 20 p.m.
CHAPTER 50 - TOTAL 9 20 p.m.
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RESOURCES
Art.
. Remarks
50 This proéision of 9 million ECU is to be made available from the

contingency reserve, the final amount of which will be fixed when

the Commission adopts the ECSC balance sheet at 31 December 1988.

Percentage change 1988-89: ‘-55%.
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RESOURCES

Art.

Remarks

COVERING OF REQUIREMENTS NOT ENTERED IN THE BUDGET

funds to cover requirements for the construction of workers'
housing are obtained from:

- the resources available for this in the former ECSC pension fund;
- the resources in the speciat Eeserve.

These resources are made up of the repayments of loans already made -
estimated at 12 m{LLion ECU for 1988 ~ and fresh appropriations
allocated to the special reserve. The 12 million ECU in repayments
estimated for 1989 should be enough to cover loans to be financed

in 1989.
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RESOURCES

Remarks

SUMMARY OF RESOURCES AVAILABLE FOR 1989

As the yield of a levy rate of 0.01% has been estimated at

5.17 million ECU, the yield of the levies can be estimated at around
202 million ECU, assuming that the rate is increased from 0.31%

to 0.39%. The estimates of traditional resources other than levies
amount to 108 million ECU (net balance from previous year:

70 million ECU; fines: 18 million ECU; cancellations:

20 million ECU). The total ordinary resources available for 1989
is thus estiamted at 310 million ECU, tpo which may be added

9 million ECU from the contingency reserve, giving a total of

319 million ECU. In view of the exceptional resources of

65 mitlion ECU mentioned in Chapter R 410 above, the total amount

of resources rises to 384 million ECU.
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