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INTRODUCTION

1 »

in its report COM(81)717 of 25 November, 1981 drew up a

framework for ECSC conversion policy for the 1975-1980 periods This present

The Commissicn

report represents an updating of that document to 1981,

It has also become necessary to adjust some of the data presented in the last
report, In this context it should be said that the statistics provided emanate

from various sources which cannot always be co-ordinated, As regards the

ornigoing developmert of regional employment in ECSC industries, updating is

particularly difficult because of thz unfortunate delay in

region of the assistance made available to

i -

the medium of other Community finencial instruments

has been included, viz,. conversion lending vis-d=vis EIB leans and grants from

the Furopean Regional Development Fund and for reusdio
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2.2 Steel
The critical state of the Community's steel industry may be gauged from the
shrinking annual average employment patterns shown in Table .. The regional
analysis given in Annex 1 details how end-of-year employme *t totals have
decreased substantially since 1975 and the varying degree to which the individual

steel-producing areas have been affected.

The overall end-of-year employment trends in the national steel industries

are summarised in Annex I(a).

2.3 It is evident that steel worker redundancies continue to be a very serious
probtem and, coupled with coal sector unemployment, constitute a massive
unproductive labour force and a drain on Community resourcesa The restructuring
of the steel industry will continue to add to these job losses, thus compounding
these already serious problems and underscoring the need for vigorous and rein-

forced activitiesa

II1I, CO-ORDINATION WITH OTHER COMMUNITY INSTRUMENTS

3.1 Community financing in coal and steel closure areas is not confined tc the
ECSC conversion lLoan scheme and Article 56 readaptation aids. Other Community
instruments are available, viz. European Regional Development Fund grants as
the affected areas are frequently located in generally deprived regions,Social

Fund grants and European Investment Bank and New Community Instrument loans

3.2 An analytical summary of EIB lending in steel making regions, principally
infrastructure and energy projects, is set out in Annex III which shows the

relatively substantial investment assistance made availablea

Similarly, the grants made available from the ERDF and the Article 56 re-
adaptation aids are set out in Annexes IV and V respectively. Finally, these
four major sources of assistance to steel areas are summarised and combined

in Annex VI with the aim of showing the pattern and magnitude of the financing
in the larger steel areas from the various %ommunity instrumentsa. It should be
noted that, for simplicity, consideration has been confined to level II areas
which include areas where a minimum of 5,000 steel workers were emplyed in 1974;
§teeL areas with Less than this number have been excluded. tonsequently, caution
should be exercised when comparing totals as some loans may not have hecn taken
into account, ‘

ola



3.3 Within the non-quota section of the ERDF special programmes were Launched
in 1982 to promote inew employment creating activities in zones affected by
the recession and restructuring of the steel industry. Specific Community
measures have been adopted by the Commission for Belgium and the United
Kingdom, and are about to be submitted for Italy. The ERDF contributions
to these five-year programmes are 6 MioECU and 33 MioECU to Belgium and the
United Kingdom respectively, and 4 MioECU to the Italian programme when

approveda
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1

ECSC CONVERSION LOANS

The conversion lLoan schome, the volume and distribution of which may be found
in Table 3, has been greatly e panded over the past seven years to respond

to the mounting steel industry crisis, as may be seen from Table 4. The con-
version loan levels correspond to the severity of the problems in the Member
States and have been related reasonably closely to the job losses. Projects
financed by conversion loans over this period have provided a job creation
potential in relation to overall Losses of about 30% despite the increasing
number of redundancies and the acutely difficult economic climate. That is

not to say that this rate of job replacement is being viewed as the best .

'achievable; on the contrary every effort is being and will be made to increase

this rate.

2 'A more detailed analysis of summarised results is given in Tables 4 and 5.

It may be seen from these data that the total loan assistance and the number

of jobs to be created have continued to increase to counter the employment
Losses mentionedbpreviously. During the 1979-1981 period the average rebate per
job to be created for direct loans has been of the order of 2,100 ECU which
significantly exceeds the average of 1,120 ECU per job for sub-loans. These
amounts refer to total job creation potential. The interest rebate for jobs
suitable for former ECSC workers remains at 3000 ECU per job. Too great an
emphasis however should not be laid on this aspect as both Loan systems have

different merits and are designed to fulfil separate functions.

The total budget cost of 124 MioECU over the past seven years of ECSC conversion

policy may be seen to be minor compared to the.large number of jobs (62,727) to
be created by the projects financed.
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TABLE 5

Conversion loans, sub=loans f-om glosal ioans

Employmant to be creatad

No. of Amounts of
sub~lcans loans fotal Ex-CCSC
Nat. currency “?Fl“_* o

1979 ‘
France 76 FF 40 318 000 1 240 568
Luxembourg Q Flux 95 000 000 312 124
United Kingdom 68 B 16 628 200 3 502 2 010
Ireland 1 IR ¢ 53 100 85 34

154 S 139 2 746 53,4%
1980
peutschland é oM 7 900 Q00 214 216
France 111 FF 54 594 000 1 263 827
Luxembourg 4 JFlux 31 000 000 130 40
united KingdoT 87 £ 11 994 000 2 Tah 1 326

210 4 548 2 266 49,8%

364 9 687 S 012
1981
Deutschiand 20 DM 35 150 009 813 724
France 38 FF 38 549 000 1 822 361
United Kingdon g5 t= 13 693 S00 2 LR7 1 273
Ireland 1 iREe 50 000 58 5

142 ¢ 990 2 363 47,3

506 14 ATY 73T 80,.3%

-
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GLOBAL/SUB=LOAN SYST'.

The global/sub-loan sys:em was introduced as part of the conversion Loan
scheme to respond to ¢/ need to foster by investment the valuable and
unexploited employment potential of small and medium sized business concerns
in the areas affected by the coal and steel industry decline. This object is.
best achieved through a Local financial intermediary which will promotelthe
propagation of the loans, assess the applicants, facilitate the processing of
the application through administrative channels and monitor the progress of
the project and the implementation of the employment requirments. The system
has expanded from being a mere 3% of total loans to 47% in 1980 and 42% 1in

1981 and is likely to continue to play a major role in conversion effortsa.

A List of the present financial intermediaries is attached in Annex II;

several others are being considered for appointment in addition.

ASSESSMENT

In reviewing the results of the conversion loan scheme,it is important to
bear in mind the essential elements of the Commission's operating policy

statement R in that respect, viza:

- "it is necessary to promote the creation of an adequate number of alternative
job opportunities in areas affected by the decline in coal and steel employment
and in which, in the absence of new investments, workers would otherwise

remain or become unemployed';

-~ "the maximum amount of loan eligible for an interest rebate is 20,000 EUA

per job to be created"; .

~ "the undertakings benefitting from Article 56 loans shall give priority

in their recruitment to ex~ECSC workers'.

The ECSC Consultative Committee at its meeting cn 5 February, 1982 unanimously
adopted a resolution expressing its concern regarding the decline in coal and
steel industry activities and the effect on ancillary industries and the already
grave youth unemployment problem, and calling on the Commission to make

renewed efforts to regenerate the Labour market and create as many jobs as

possible through the conversion Loan scheme coupled with the other Community
instruments having similair aims.

1) OoJe NOs C 178, Pages 2, 3 and & of 27 July, 1977.

oln



6.3

6.4

6.5
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These aims are clearly reflected in the social clause embodied in the
conversion loan contract. The provisions of this clause, which may be found
in Annex Vil, define the borrowers' ex—-ECSC employment obligations and
indicate specific ways and means of fulfilling them. An example of the

"hest efforts' required in this respect, viz. a specimen employment advertise-

ment, may be seen in Annex VIII.

An assessment of the employment results achieved during the 1965-1976 period
reveals that over 50 ¥ of the jobs created were taken up by ex~ECSC workers.
The overall job creation during this period was very near the initial estimate.
During 1977 and 1978, the planned job creation of the projects for which

loans were granted and which are now Largely implemented, is also nearly

fully realised, with the prospect of some further gains possible. A very

high percentage (X 70 %) of these jobs were filled by ex—ECSC workers.

This relatively high performance, however, was mainly due to the fact that
some of the 1977/78 loans were for internal conversion projects within the
coal and steel industry ; in other werds, the jobs created were actually
fitled by workers made redundant in other activities of the same coal anag
steel company. However, taking 1978, the most recent year for which figures
are available and meaningful, if one disregards the internal conversion
element, over 30 % of the jobs created were already taken by workers from
the coal and steel industry by the end of 1981.

As regards the 1979-1981 conversion loans, the projects are not 2s yet fully
implemented and recruitment is not complete. Consequently it would be
premature to include any employment performance assessment for these more

recent years,

It is to be recognized in this connection that Community conversion policy
aims at the funding of new investments as a prime cbjective. This aim is
clearly expressed by the working of Art.56.New jobs will only be created
by the founding of new businesses and the <mplementation of new investments
by existing businesses. The facility offered under the Treaty is that of
the soft loan ; the interest reducing element of these loans should not be

confused with an employment premium.



6.6

VII.

?I1

7.2

Whilst the priority for ex—ECSC workers in manning conversion loan projects

must obviously continue to be the primary consideration, sight should not

-be lost of the repercussive effects of ECSC decline on employment

in other dependent industries and thus the general loss of job opportunities,
especially for young people. This concern will strengthen the thrust of
ECSC Loan activities towards the overall regeneration of the local Llabour

market in ECSC areas.

FUTURE PROSPECTS

The economic crisis being currently experienced by the Community is reducing

“industrial activity and the opportunities for profitable job-creating

investment, both in ECSC regions and elsewhere. The restructuring of the
steel industry coupled with the universal need for increased productivity
will cause further substantial redundancies. Consequently, the possibilities
of re-employing ECSC workers have become Limited and the search for new
projects has grown more difficult, especially in the category of major

projects which individually create a Largenumber of jobs at one time.

The difficult short and medium-term economic prospects underline the need
for accentuated operation and strengthening of the conversion loan scheme

especially for small and new businesses.

This will require greater emphasis on the preparation of conversion
operations, particularly on the basis of Art.46 of the ECSC Treaty and
also,in applicable cases, through the ERDF. Presently, some new conversion

techniques geared to the small business are being introduced:

- workshop groupings of small businesses in one building, usuaLL§ former
steel premisses ;

- nursery factories-workshops with centralised common facilities geared to
new businesses in their formative stage ;

- business and technology centers - nursery factories for high technology
smatl businesses with full access, through computer facilities and by help
from Llarge firms, to modern management and manufacturing know-how.

It is hoped that these ventures will make a useful contribution to the

difficult process of job creation.
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FINANCIAL INTERMEDIARIES

BELGIUM

Société régionale d'investissement de Wallonie,

Caisse Nationale de Crédit Professionnel,

F.R. GERMANY

Saarlandische Investitionskreditbank,
Westfalenbank,

Industriekreditbank,

Bank fur Gemeinwirtschaft,

Bayerische Hypotheken-und Wechsel=Bank,

FRANCE

Lordex, :

Banque populaire du Nord,

Banque populaire de Lorréine,

Socidtd de développement régional,

Bangue populaire de la Loire,

Société de diéveloppement régicmai du Sud-Est,

Crédit national,

Société Nancéienne de Crédit Industriel et Varin=

Bernier (SNV3),

{

i
H

Crédit Lyonnais,

Crédit Industriel d'Alssce et de Lorraine {CIALY,

ITALY

Finlombarda, i

G.D, LUXEFMBOURG

Socisté nationzie de crédit et d'investissement.

THE NETHFRLANDS
0

D

Nationale Investeringshank,

UNITED KINGDOM

Finance for Industry,

Seottish Development Agency,

&

gish Pevelopment Agenty,
Co~cperative Bank,
Barclays Bank Limited

Clydesdale Bank Limited,

t
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Bruxelles

Saarbricken
Bochum
Dusseldorf
Frankfurt/Main

Munchen
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Lille

Metz
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Saint=Etienne
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Paris

Nancy
Parss
Motz

Milano
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ANNEX VI

EMPLOYMENT OF REDUMDANT ECSC WORKERS (SOCIAL CLAUSE)

The Borrower shall create not later than ... at least ... jobs at the
project site wnich are suitable for reduridant ECSC workersa

From the date of this agreement until the expiry of five years after the
completion of project, or, if earlier, until repayment of the loan in

full, all jobs mentioned under (1) shall in priority be offered to redundant
ECSC workersa ' .

The Borrower shall use its best efforts to fill all jobs mentioned under (&b
with redundant ECSC workers. It shall make known all job on offer or vacancies

to the coal and steel employers, to the local employment office and by suitable

publicity« Redundant ECSC workers who are candidates lacking qualification or
experience may not be refused if capable of acquiring the necessary qualifi-
cation through traininga

Redundant ECSC workers thus employed shall be maintained in their employment
subject to the terms and conditions of any applicable statute or collective
agreement. If the Borrower is obliged to reduce its activity, the redundant
ECSC workers may only be made redundant under the same conditions and at

the same rate as other workers at the project site.

The Borrower shall supply to the Lender a report drawn up as at 31st December
in each year, such report indicating:

- the total employed in the jobs mentioned under (1),

- the number of and positions held by redundant ECSC workers employed in
the jobs mentioned under (1), '

- the number of job on offer communicated to the local coal and steel
employers and employment office, :

-

- the number of redundant ECSC workers employed during that yeara
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