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on the fixing of the ECSC levy rate amxd on |
the establishment of the BCSC operating budget for 1991 | |

As usual, the views of Parliament will be sought before the Commission
takes a decision on the levy rate and the ECSC operating Mudget for the
financial year 1991.

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

I. General introduction
II. Draft operating budget

The aide-memoire is also being sent to the ECSC Consultative Committee for
information.

Like the preliminary draft gemeral budget of the Communities, this draft
ECSC operating budget does not take account of the consequences of German |
unification which are currently being examined. The Commission will msake
any appropriate proposals on this subject in due course. The impact of
German unification on the operating budget is not therefore discussed in
this paper.



I. GENERAL INTRODUCTION

This chapter sumarizes the information needed to set the draf't BCSC
operating budget for 1981 in its economic, policy and financial context.

At 3.4% in real terms, the growth of the Community economy in 1989
slackened a little after an exceptional 1988. 1In real terms, private
consumption increased by 3.2%, investment by 6.7% and exports by 7.9%.
Employment rose by 1.7%. After speeding up in the first six months of
1989, inflation levelled off in the second half of the year. The
uncertainties affecting the international financial markets, reinforced by
events in Cemtral Europe, resulted in a steady rise in average Community
interest rates, which passed the 10% mark. Economic growth in the

United States was 3%; in Japan it was 4.8%. International trade expanded
by 7.5% in terms of volume.

The outlock for the Community economy in 1990 ancd 1991 is still
favourable. Although growth 1s expected to be lower, economic activity
should still increase by 3.1% in 1990 and 3.0% in 1991. Inflation is even
expected to drop in 1991. Unemployment should continue to fall, but at a
slower rate. Investment and exports should retain their momemtum.
Overall, in most Member States growth should contimue to display the same
favourable features as in past years, though not to the same extent.

In 1990 the Community economy will be operating in an internmational
enviromment reflecting a decline in economic expansion in real terms. The
rate of increase for world trade will be 6.3% in terms of volume. World

economic expansion will be depressed by poor results in the United States



-5 -

and slower real growth in Japan. Real GDP growth in non-Community
economies could rise to 2.7 in 1991. VWorld trade could expand slightly,
achieving a growth rate of 6.6% in 1991.

The Community’s economic growth is influenced by a mumber of factors. On
the one hard, demand is being depressed by measures taken by some countries
to reduce macroeconomic imbalances, the gradual and general tightening of
monetary conditions throughout the industrialized world and the high
exchange rates for European currencies. On the other hand, supply and
demand are bolstered by the progress towards the campletion of the internal
market, the transformation of the economies of Central and Eastern Europe
and the process of unification of the two Germanies. This unification is
having a particularly strong effect on short-term prospects. Even with
the cautious assumptions adopted by the Commission, the economic growth
expected for 1991 would be over a quarter of a percentage point lower
without German unification, the full effects of which will not be felt
until 1992.

Growth now deperds more on the expansion of consumption. Private

consumption is expected to expard slightly to 3.3% in 1920, mainly as a
result of livelier growth in Germany. It could fall in 1991 as a result
of the lower rate of increase expected for disposable household incames.

Investment in plant and machinery and in construction is expected to
slacken, mainly because of the policies introduced by a mumber of

Member States to prevent overheating and, in particular, the effect of more
restrictive monetary policies. Investment in plant and machinery in the
Commnity is expected to increase by 6% in 1990 and 5% in 1901.

Investment in construction should increase by a real rate of 2.8% each

year.
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After the record increases in 1988 and 1989, employment is expected to
contimie to rise sharply by 1.4% in 1990 anxd 0.9% in 1991, equivalent to
sone three million new jobs.

Inflation in 1990 should be at the 1989 level of 4.75%. The cost of
imported goods and services 1s expected to rise by an average of 1.8% in
1990 as against 6.6% in 1989. In 1991 inflation could fall if wage rises
are as moderate as expected, despite the higher increase in import prices.
The increase in wages in the Community should be 6.7% in 1990, before
falling back to last year’'s rate of 6% in 1991. In view of the

productivity increases expected, unit wage costs should increase by 5.1% in
12990 and 3.9% in 1991. )

The Cammunity’s external position should improve slightly; the current
account is expected to show a small surplus of 0.2% of GDP in 1990 and 0.3%
in 1991. This improvement in the Commmity’'s external position is due to
a more favourable development in the balance of payments and to an
improvement in the terms of trade.

These forecasts are subject to more uncertainties than usual. The
persistence of major international imbalances in payments positions is one
potential source of trouble, but it is mainly the economic, mmetary and
social union of Germany which confronts the forecasters with new problems
of which they have no experience. At the final stage of the projections, |
the details of this historical transformation were still being negotiated
ad therefore had to be replaced by assumptions. Knowledge of the
institutional arrangements is of only limited use for forecasting the
behaviour of economic operators reacting to an entirely new situation.



GROSS DOMESTIC PRODUCT, AT CONSTANT PRICES
(PERCENTAGE CHANGE OVER PREVIOUS YEAR)

1989 1890 (*) 1991 (*)
BELGIUM 4,5 3,0 2,5
DENMARK 1,1 2,0 2,1
GERMANY 3,4 3,7 3,7
GREECE 2,9 1,6 1,6
SPAIN 4,9 3,8 3,6
FRANCE 3,5 3,2 3,2
IRELAND 5,7 4,6 3,4
ITALY 3,2 3,1 2,8
LUXEMBOURG 4,6 3,7 3,2
NETHERLANDS 4,0 3,5 3,1
PORTUGAL 5,4 4,0 ) 3,8
UK 2,3 1,6 2,4
COMMUNITY 3,4 3,0 3,1

(*) COMMISSION STAFF FORECASTS (JUNE 1990)

SOURCE: COMMISSION OF THE EUROPEAN COMMUNITIES
DIRECTORATE-GENERAL FOR ECONOMIC AND FINANCIAL AFFAIRS






2. Qutlook for the coal industry

Community production fell by 5.6 million tomnes, to 209 million tomnes, in
1989.

On the other hand, deliveries from non-member countries rose by

7.2 million tomnes to 100.3 million tomnes. Total resources thus
increased by 1.3 million tomnes. As deliveries within the Community fell
by 3.5 million tonnes to 312 million tomnes, importers’ and producers’
stocks increased by 4.8 million tomnes.

The outlook for 1920 drawn up at the start of the year suggested a
substantial drop in production (8@ million tomnes) offset by an increase of
10 million tonnes in deliveries from non-Community countries. On the
consumption side, deliveries to the electricity industry should increase by
3 million tomnes while consumption should remain unchanged in the other
sectors. ’

In 1991 consumption should contimue at the same level and Community
production should drop to around 195 million tonnes. This fall in
Commnity production will be partly offset by increased use of coal from
non-Carmmmunity countries.

After a long period of decline, prices have picked up since 1988,
especially the price of coking coal, which increased by 15% between
Octaber 1987 axxd October 1989 when it reached USD 57.50/tomme, the same
price in current terms as in 1986.

3. Qutlook for the steel Industry

Contimued economic growth in 1989 had a distinct effect on virtually all
sectors of steel consumption. The whole of the construction and public
works sector contimied to expand in 1989 and will contimue to do so in
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1990, but at a slower rate. Civil engineering had a very good year in
10890 (+8%), but the situation should be a little less favourable in 1990.

The motor industry had a fourth record year in 1989 and the outlook for
1990 is good. Production will probably fall off in some Member States
such as the United Kingdom, where the restrictive monetary policy might
have adverse effects. However, this will probably be offset by increased

demand following the opening-up of the markets of Central and Eastern
Europe.

Since Commnity demand remained very strong in 1989, crude steel production:
throughout the year was at a higher level than expected at the start of the
year: 139.3 million tonnes, 1% more than in 1988. ' This figure also
covers some stockbuilding, which would suggest that there might be some
reduction stocks in 1990. At the same time, Community producers may find
some export markets outside the Community less interesting in 1900,
although this could be offset by increased opportunities in the countries
of Central and Eastern Europe.

In the light of all these factors, crude steel production could fall by
some 3% in 1990 to around 135 million tonnes.

The most reasonable scenario being that the situation will remain stable,
crude steel production may be expected to be at the same level in 1991.
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B. POLICY CONTEXT

The general objectives of the ECSC are determined for all time by
Articles 1 to 5 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 development of the ECSC industries. Coal is one of the areas
covered 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 Community policies
coxducted by the Commission/High Authority pursuant to the Treaty. This
structural dimension has assumed greater significance in the current
economic situation and in view of the provisions of the Single European Act
concerning cohesion, especially since the restructuring of the steel
industry and introduction of the Rechar programme in the coal sector.

In two anmmmal reports - the Report on the Results of the Survey on
Investment in the Community Coal and Steel Industry and the ECSC Financial

Report - the ECSC publishes facts and figures on the trend of investments
and on its financial activities.

The remarks which follow are not intended to take the place of the data of
these reports. They concentrate rather on certain key pointss or recent
developments which the Commission wants to highlight in establishing its
draft of the ECSC's operating budget for 1991. The industries themselves,
the ECSC’s structural policy, the envirommental aspect and the Community’s
financial operations are dealt with in turn.
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1. Coal policy guidelines

In 1989 the dominant feature of the Communlty’'s coal policy wes the
toughening of the measures designed to overcome obstacles to the internal
energy market. This was the criterion for the examination of aids paid by
the Member States to the coal industry under Decision 2084/88/ECSC. These
alds are authorized only if they help solve social and regional problems
and improve the competitiveness of the coal industry. ‘

The Commission decisions authorizing Spain and the Federal Republic of
Germany to grant aids in 1989 require these two Member States to reduce the
period over which the alds are to be pald and obliges them to present a
plan for the restructuring, rationalization and modernization of the coal
industry along the lines which already exist in the other coal-producing
countries. The Commission is aware of the soclal and regional problems
caused by its restructuring programmes and has introduced the

Rechar programme to revitalize mining areas.

As regards technical research, which is of obvious importance for the
future, the Commission will contimie and boost its policy of aid to
projects in the production, market and coal utilization sector (proposed
appropriation: ECU 48 million). In view of the provisions of the
Single Act, greater attention will be paid in this connection to the
envirormental aspect.

In 1920 the Commission will contimie its measures to prepare for the
internal market. A report on the implementation of Decision 2084/88/ECSC
will be sent to the Council. There will also be a thorough examination of
obstacles to the movement of coal from non-Community countriess released for
free circulation.

2. Steel policy guidelines

The medium-term economic ocutlook is rather encouraging:
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sustained GDP growth rates and the prospect of steel production stabilizing
arourd the 1988 level, with the normal cyclical fluctuations.

The steel industry has recovered its momentum and overall competitiveness
and should thus derive maximum benefit from the fawvourable economic
situation expected. On the basis of this scenario, the Commission adopted
on 2 May 1990 the General Objectives Steel 19951 in which it sets out the
main guidelines for its steel policy in the medium term.

The main features of steel policy between now and 1995 will be as follows:

- continuing liberalization; a far less interventionist stance on the

part of the Commnity and a full power of initiative and responsibility
for steelmakers;

- greater commitment by the Commission to secure compliance with the rules

of free competition both within the Community and in international
trade.

Vith this is mind, the Commission will pursue its efforts to guide and
support undertakings’ initiatives in the following fields:

— the Commnity’s steel market will increasingly be the fundamental

element for most Community steel undertakings. The Commission will
therefore contimue to devote special attention to the continuous study
of market trexds in the short and medium term;

- as regards foreign trade, in 1990 the Commission proposed to the Council

a progressive liberalization of the external trade system (already
started in 1989). The Commission will continmue its efforts to ensure
that the international market is really open. The consensus attached
to the steel arrangement recently concluded with the United States
offers interesting possibilities for achieving this cbjective. The '

1

COM(90) 201 final, 7.5.1990.
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Commission intends to promote this type of approach during the GATT
talks. If no satisfactory progress 1s made by the exd of 1920, it will
have to adopt a more effective approach on the specific issue of trade
in steel;

as regards industrial structures, the Commission is in favour of
complementary operations between Community steel firms, where such
operations pursue the objective of facilitating the rationalization
decisions and improving the industrial, commercial and financial
structures of the firms concerned. It will, however, ensure that these
operations do not impede effective campetition on the markets; "

as regards research, the importance of which for the future cammot be
overstated, the Community policy which has been pursued since 1955 will
be contimied; a larger contribution will be made to the technological
development of the sector on the basis of a budget increased to

ECU 60 million and the following considerations:

- the unremitting need for further reductions in production costs and
productivity improvements,

- contimued promotion of steel in its competition with substitute
materials,

- the growing pressure of envirommental protection measures,

- the 1993 single market, which will require research ard probably,
ad justments,

- with regard to Article 54 ECSC loans, the Cormission is plamming,
in order to expand its financial intervention within the limits
allowed by its budget, to bring back a system of interest subsidies
with a view to chamnelling investments towards priority fields in '
line with Community objectives and corresponding criteria. At the
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outset it could concentrate on loans for emvirommental. protection
measures (see point 4 below).

- as regards social measures, in framing its policy the Commission is
faced with two fundamental problems; more redundancies to be
expected by 1985, though at a lower rate than in the 1980s and

growing requirements in vocational training and work organization
(see point 3.2 below).

- as regards regional measures, the RESIDER programme will be boosted
by programmes eligible for objective 1 (backward regions) and 2
(industrial decline).

Employment in the steel Industry contimued to decline at a slower rate
which differed from country to country.

At the erd of 1989 the mumber of workers in the industry totalled 385 000
as against 409 000 at the end of 1988, a net drop of 14 000 (-3.5%) for
1989, compared with 18 000 (—4%) in 1988. This levelling-off is due to a |
substantial decline in the mumber of workers leaving the industry (55 000)
coupled with a stable recrultment figure (41 000). The countries
recording the largest relative falls in 1989 were Spain (-6.9%), France
(-7.5%), Luxembourg (-7.3%) and Portugal (-20.2%).

¥ith the economic climate being favourable, fewer workers are leaving the
industry - sometimes their departure is only delayed — but implementation
of previously negotlated early retirement plans contimues. That is why
more than half the job losses in the steel industry are acocourted for by
retirement or early retirement.
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The mumber of coal workers dropped sharply too, to around 300 000 at the
end of the year. Pit closures and rationalization led to 37 000 job
losses in 1989, i.e. 11% of the total.

Except in the United Kingdom, a large proportion of these job losses were
accounted for by retirement or early retirement.

Recruitment remained extremely low - less than 3% of the total - except in
the Federal Republic of Germany where a large number of the workers
recruited were trainees.

Qutlook for 1000-O2

Employment in the coal and steel industries should contime to fall between
1989 ard 1991, as restructuring contimues and rationalization speeds up.

Several companies have taken advantage of the improvement on the steel
markets since 1988 to stagger or postpone plamned redundancies; and permit
optimum use of retirement measures.

However, restructuring will have to contimie in order to adjusit the volume
and the composition of production capacity to the market situation. From
plans ammounced by the companies, the Commission reckons that some 50 000
jobs will be lost as a result of restructuring and modernization measures |
between 1989 and 1992. A large proportion of these job losses will

involve BCSC activities in Italy, Spain, the Federal Republic of Germany
ard France.

Companies’ plans to reduce their activities and efforts to rationalize and
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modernize will continue or even increase in anticipation of the constraints
linked with the post-1992 single European market. From plans announced by
the companies, the Commission reckons that some 100 000 jobs will be lost
as a result of restructuring and rationalization measures between 1989 and
1892. A large proportion of these Job losses will involve ECSC activities
in the United Kingdom and the Federal Republic of Germany.

3.2 ECSC redeployment ald

The Commission interds to contimue providing assistance for the
redeployment of coal and steel workers by means of:

- traditional aid, which now includes aid for the rationalization of the
coal industry;

- the final stage of the supplementary programme of social support
measures for the restructuring of the steel industry from 1988 to 1991;

- continuation of the supplementary programme for coal (under the
RECHAR programme) .

Traditional aids

This aid helps to ensure an appropriate level of social protection and an
income guarantee for coal and steel workers, with the emphasis on transfers
and retirement, thus making 1t easier for management and labour to reach a
consensus on restructuring.

The procedure for granting traditional aid has been harmonized by the new
common intervention system which defines five standard situations; early
retirement, unemployment, internal transfer, external redeployment and
training. Ceilings (as a percentage of wages and as an amount) and a
maximum duration of assistance common to all Member States are applied to
each of these standard situations.l A ceiling of ECU 3 000 has been set
for the average assistance per worker.

¥

1

There is provision for higher rate of contribution in terms of previous
wage levels for reglons with a low economic capacity.
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The trend in these aids, in relation to previous years, is marked by:

- the growing proportion accounted for by the coal industry as
restructuring and rationalization measures speed up and the nmumber of
steelworkers involved tends to drop;

- the emphasis on vocational training policies for the redeployment of
workers both inside and outside the BECSC; this trend is noted in the
General Objectives Steel 1995.1
Since it is expected that 23 000 steelworkers and 30 000 coalminers will
receive this aid, an appropriation of ECU 130 million is considered ‘
necessary for 1991. -

For the steel imdustry, the Commission has introduced an additionmal
programme (1988-91) providing aid of ECU 150 million for some

50 000 workers. This programme is intended to boost traditional Community
support for two types of measures: ald for early retirement and aid for
re-employment.  An appropriation of ECU 20 million is proposed for 1991.

For the coal industry, the Commission has decided to introduce a specific
ald programme in comnection with the RECHAR programme (see I B 3.3 below).
An appropriation of ECU 40 million is proposed for 1991.

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

1

COM(90) 201 final, 7.5.1990, p.19.

¢
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This policy takes the form of ECSC conversion loans to create viable
economic activities in the areas concerned. If the jobs created are
likely to lead to the re—employment of former workers from the coal and
steel industries, these loans may be accompanied by interest subsidies
financed by the ECSC budget. An appropriation of ECU 75 million is
proposed for this purpose in 1991.

In addition to these activities under the ECSC, it is now plammed to grant
ECSC conversion loans under the Community support frameworks which serve as
a programming instrument for the structural Funds. These ECSC loans may
be accompanied by an interest subsidy from the general budget (Regional
Furd resources) in the case of operations such as the rehabilitation of
industrial wasteland, the installation of major infrastructures, the
transfer of ECSC technology and equity participation in immovatory firms.

This ECSC conversion policy backed by ECSC and Regional Fund interest
subsidies covers all the regions affected by the restructuring and
rationalization of the coal and steel industry. The conditions under
which the loans are granted deperd on job losses and the area’s dependence
on the coal and steel inmdustries. The size of the interest subsidy
depends on the number of posts to be created and likely to be occupied by
former workers fram the coal and steel industries.

The aide-memoire on the ECSC operating budget for 1990 gave a mumber of
details on the Commnity’'s RESIDER programme! which, by granting aid of
ECU 3 200 for each job lost, was estimated to cost the general budget
ECU 300 million during the period it covered (1988-92).

In December 1889 the Commission laid down detailed rules for the
implementation of another framework programme (RECHAR) for coalmining areas
in the process of conversion and rationalization (see also point 3.2 i
above).? Under this new measure, loans carrying ECSC interest subsidies

1 OJ L 33, 5.2.1988.
2 0J L 20, 27.1.1990.
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could total an estimated ECU 800 million between 1990 and 199G; the

interest subsidies financed by the ECSC operating budget should amount to
arourd ECU 120 million.

3.4 The Community framework

The ECSC’'s structural measures under the Treaty of Paris described above
ad funded by the levies under the operating budget provide the coal and
steel industries with specific aids (redeployment, additional social
measures, conversion) which are not available to other sectors under the
structural Funxds.

The current rules for coordinating these aids - the result of the reform of
the structural Funds which took effect from 1 Jamary 1989 - were explained
in detail in the aide-memoire on the BCSC operating budget for 1900.1

To sum up, where the ECSC's aobjectives and those of the structural Funds
overlap, particularly in the case of aid for areas suffering fram
irdustrial decline, the Commission, in applying the reform, must ensure
that the ECSC's financial resources are incorporated to maximm effect.
However, this planning of structural operations does not prevent the BECSC
from taking action at sectoral level outside these programmes or in areas
of employment which do not qualify for aid from the Funds provided that its
measures are consistent with the priorities adopted under these Furds.

4. The environmental aspect

Although the Treaty of Paris does not contain any provisions relating
specifically to environmental policy, the requirements for the granting of
ald from the BCSC budget have long recognized the importance of combating
pollution in the iron and steel sector. In 1920, some ECU 10 million of
ald for research (Chapter 3 of the budget) and priority investments
(interest subsidies, Article 4.1) are for cleaning up the enviromment.
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The Commission, aware of the fresh impetus given by the Single European Act
in this area, already stated in Gemeral Objectives Steel 19951 that it
might grant interest subsidies from the ECSC budget for loans for
envirommental protection measures. A move of this type depends of course
on vhether sufficient funds are available in the budget and the technical
content must be determined in collaboration with experts from the sectors
involved. In 1991 the Commission is plamming to grant some ECU 30 million
from the operating budget for projects with a specific impact on the
enviromment — ECU 23 million as research aid and ECU 7 million in the form
of interest subsidies. '

For the future, the most important aspect of this increased erwvirommental
activity is an operational study to draw up a draft coordinated programme
for the implementation of a directive adopted in 1984.

Council Directive 84/360/EEC on the combating of air pollution from
industrial plants applies to the following installations in the coal and
steel sector:

- coking plants

- roasting and sinter plants

- integrated production plants for pig iron and crude steel

- ferrous metal foundries.

The operating authorization issued by the competent authorities must also
~contain the aobligation to modify these plants by applying the principle of
"best available technology", without, however, emtailing excessive costs

for the control of air pollution.

In order to apply this approach, the Commission is currently examining the
principle of "best available technology" (in collaboration with the sectors
involved) in order to assess the state of progress in each branch. It will,

1 OOM(90) 201, p. 15.
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however, bear in mind that any adjustments must take account of the
specific situation of each industrial installatiom.

In view of the obligations which will arise for the companies, the funds
available in the BECSC budget should be used to make it easier for them to
install the technology which will lead to the desired degree of
envirommental protection. On the basis of current work being conducted
under research programmes financed by the ECSC budget and studies into the
meaning of "best available technology", the Commission will, under the ECSC
research procedures, draw up a draft coordinated programme for the
modification of coal axd steel plants in 1991 with the collabcration of
experts from the sectors involwved.

This draft coordinated programme will cover the following aspects:
~ technical and economic assessment of each operational unit:;

~ assessment of the conditions for the modification of these units;
- schedule and plan of finance for the coordinated programme.

The Commission will take account of its findings when examinirng the options
for future measures in this sector.

5. Flnancial activities
For BCSC industrial loans the Commission has a financial capacity which it
devotes to the various requirements of the coal and steel induvstries in

line with the sectoral strategies laid down at Commnity lewvel.

ECSC Financial Report No 35, outlining the Community’s borrowing amd
lending operations and financial aid in 1989, will be published shortly.
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Borrowings contracted in 1989 totalled ECU 913.3 million, compared with
ECU 880 million in 1988 and ECU 1 487 million in 1987.

Industrial loans amounted to ECU 225.7 million in 1989 compared with

ECU 435.2 million in 1988 and ECU 639.7 million in 1987, conversion loans
to ECU 458.4 million, compared with ECU 451.7 million and

ECU 304.3 million, and workers’ housing loans to ECU 16 millicm, compared
with ECU 20.9 million and ECU 25.3 million (see the tables below).

Borrowing and lending operations since the start of ECSC financial
activities thus total ECU 17 163.7 million and ECU 15 863.4 million
respectively (including ECU 366.7 million in loans from own funds). The
outstanding balance of loans ralsed at 31 December 1989 was

BECU 6 663.7 million.

It will be seen that the BCSC's lending operations contracted in 1989. For
various reasons, it was not possible to contrilbute to the co-financing of a
mmber of major industrial projects or steel consumption projects. In the
steel industry in particular, large companies tended to concerntrate on debt
reduction; this is linked with their capacity to finance most of their
investment.

Future financial activities will be influenced by the now substantial
volune of conversion loans demanded and the possibility of interest
subsidies for loans for priority investment in such areas as the
enviromment (see point 4 above).

Operations under programmes such as RESIDER and RECHAR will also demand
greater assistance from the ECSC.

In 1990 loans raised at 30 June amounted to ECU 510.6 million; loans paid
out totalled ECU 442.8 million. The estimates for 1990 amount to

BCU 1 300 million in borrowings and loans. The estimates for 1991 amount
to BCU 1 450 million. "
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Investment expenditure in the coal industry (EUR 12) increased. from

ECU 1 400 million in 1987 to ECU 1 425 million in 1988. In 1¢88 investment
experditure in the Twelve's steel industry totalled over ECU & 000 millionm,
15% down on the ECU 3 500 million invested in 1987; the size of this drop

was moderated by the sharp increase in expenditure by Spanish companies on
restructuring programmes adopted in anticipation of accession.

According to information supplied by the companies, investment expenditure
for 1989 was estimated at BECU 1 450 million for the coal industry and
BECU 3 600 million for the steel industry; the 1900 estimates are

BECU 1 140 million and BCU 1 900 million.
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ROWI P
AMOUNTS RECEIVABLE
ECU mitlion
HEAD ING Outturn Forecast Forecast

1989 1990 1991
Loans ralsed 913 1.300 1.450
Repayment of loans
granted 812.1 900 910
Interest payments to the
ECSC 676.9 600 600
Repayment of costs
involved In borrowing and
lending operations 7.9 10 10

AMOUNTS PAYABLE

ECU million
HEAD ING outturn Forecast Forecast

1989 1980 1991
Loans granted 700,1 1.300 1.450
Repayment of loans
ralsed 994 875 910
Interest payments

660,7 600 600
Payment of costs ,
invoived In borrowing
and lending operations 11,7 15 15
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C. FINANCIAL CONTEXT

1. Price levels

The estimated increase in price levels between 1920 and 1991 to be taken
into account in evaluating the draft 1991 budget is 4.3%.

After a decade during which social and regional aid needs, lirked mainly to
the reform of the steel industry, dominated expenditure requirements
(placing limits, in consequence, on experditure for research) and over

ECU 300 million of extraordinary revemue was provided by Member States and
the EEC, to pay for support measures for restructuring, the Ccmmunity now
needs to be self-sufficient. Indeed the final BECU 150 million programme of
supplementary steel social aid (1988-91) has been accepted by the
Commission as a charge to ECSC resources.

In the next decade, in addition to normal programmes, there ig a clear
prospect of aid being needed in support of continmued restructuring,
particularly in the coal sector for which the RECHAR programme (1990-93)
was launched last December. Other coming liabilities referred to earlier
in this document concern expenditure in support of reducing pcllution and
specific needs to be identified in East Germany.

With this in mind, the Commission has taken the following decisions, in
pursuance of its policy of keeping the reserves at.minimum levels and, in
accordance with recamendations from the Court of Auditors and
Parliament,l of actively screening the level of budget allocations for
future aid under the arrangements for accelerated cancellation of

commi tments unlikely to be implemented announced last year:2

- As a result of accelerated cancellations a net surplus of

1 See Parliament’s Resolution of 3 April 1990 on the 1988 discharge,
points 4-7 (OJ C 113, 7.5.1990).
2 See SEC(89) 1269, pages 33-34.
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BECU 44 million was achieved in the 1989 budget. This has heen credited
0 1990 (see Amnexes A and B).

- Mainly as a consequence of the writing down, in agreement with the Court
of Auditors, of the end-1989 reserve for value adjustments in respect of
debtors, an ECU 67 million increase was registered in 1990 revenue
received under the heading of ‘Net prior year surplus’ (see Ammex B).

- As part of the same operation ECU 36.5 million was also added to the
reserve for budgetary contingencies included in the end-1989 balance
sheet. The reserve now provides ECU 20 million for short-term
contingencies and ECU 50 million for longer-term needs.

These contributions fram reserves and from accelerated cancellations have
not only covered the ECU 50 million extra receipts needed to finance
supplementary social measures in 1990, but have also contributed to a
forecast surplus of ECU 53 million in the 1990 budget. Bearirg in mind the
exceptional character of this surplus, the Commission has refrained from
entering it in the current year’'s budget in which the plammed level of
commitment (BCU 435 million) is in any event ECU 31 million higher than the
1989 figure. Instead, the expected surplus will be taken as reveme in
1991, when there is greater need of it. ’

As far as the 1991 budget is concerned, this prudemt approach will, when
other factors are taken into account (see Ammex F), allow the ECSC, at a |
constant levy rate, to finance commitments of BCU 407 million, compared
with BCU 404 million in 1989 and BECU 435 million in 1990. Of the

ECU 407 nmillion, ECU 347 million accrues from regular revemes,

BECU 53 million fram the surplus to be carried forward fram 1960 and

BCU 7 million from a proposed drawing on the short-term contirgency
reserve. In this way it will be possible, from internal resources, to
cover the contimuing burden of supplementary social aid (put at

ECU €0 million, including ECU 20 million for steel and ECU 40 million for
the RECHAR programme), in spite of the lower level of anmal reverue '
forecast for 1991, without any increase in the levy rate.
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The lower level of ordinary revenue in 1991, reflecting the fact that
the campaign described above to release extra resources Is expected by
then to have run Its course, wlli also apply In later years. It is to
alleviate this decline in the face of prospective needs which are
difficult to deny that the Commission has set aside a longer—term
contingency provision of ECU 50 million.

To sum up, the extra resources which have been made avallable for the
budget in 1889 and 1990 through stringent management of the reserves
and provision have made It possible to finance commitments for
supplementary soclal ald In these years from internal resources. The
carrying forward of some ECU 50 millioninextra resources to 1991 wlll,\
moreover, enable the Community to continue these measures next year

without Increasing the levy rate.

The amounts of thils supplementary social ald, shown in Annexes A, B
and F, are (ECU million):

steel coal
1989 75 9.2
1990 50 40
1991 20 40

In addlition, for the future needs of this or other speclial programmes,
ECU SO0 million from the non-recurring suppiement to ordinary resources
described above has been set aside as a longer-term contingency
reserve.

1988 discharge

As well as the remarks on cancellation of commitments referred to

above, Parliament’'s Resolution of 3 April 1990 raises some further matters

which call for a response from the Commission:

- Conversion ald The Commission confirms that action Is taken on
the basis of the progress reports on each project, to ensure that
the aid granted Is Iimited according to the number of jobs
created.
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Soclal measures Exhaustive detalls of these measures are glven

In the present alde-memolire.

Expiry of the Treaty Following study of the legal aspects, the
Commission has now establlished that ECSC borrowing and lending
activities can legitimately extend Iinto the perliod after the
expiry of the Treaty In 2002. Work Is continuing currently on the

Commission’s broader study of the succession to the ECSC Treaty.
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II. DRAFT ECSC OPERATING BUDGET FOR 1901
A. RESQURCES

Assuming that the current levy rate of 0.31% is maintained in 1991, total
resources will amount to ECU 407 million and are set out in detail in
Amnex E.

This estimate is appreciably lower than the ECU 435 million in commitments
which are expected to be financed in 1990 (-11% in real terms).

B. FINANCING PROPOSALS

Although resources will be lower if the levy rate is kept the same, the
Commission considers that, in view of requirements, the budget may be drawn
up on the basis of the existing rate. Requirements for social alds
(redeployment aid) are expected to drop sharply. Despite the reduction in
resources, other chapters of the budget (research, interest subsidies),
which for many years did not receive as much priority as social
experditure, may then be increased significantly.

The Commission’s proposals for the 1991 ECSC operating budget are tabulated
in Amnex F and are based on the following factors:

- total resources of BCU 407 million;

- of the total, ECU 190 million will be to finance social measures:
ECU 130 million for redeployment aid (BECU 54 million less than the
estimate for the 1991 budget), BCU 20 million for steel and

BCU 40 million for coal (RECHAR);

- ECU 5 million for administrative expenditure;

BCU 125 million for research expenditure (ECU 37 million higher than
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the estimate for the 1990 budget). Of this total ECU 23 million will be
earmarked for projects with an impact on the environment;

- ECU 87 million for interest subsidies (BCU 14 million higher than the
estimate in the 1990 budget). Of this total, ECU 7 million will be
earmarked for projects with an impact on the enviromnment.

As regards the research allocation, to which it attaches fundamental
importance in view of the key role for the future, the Commission proposes
that BCU 60 million be devoted to steel, ECU 48 million to coal and

ECU 17 million to social research.

As regards interest subsidies, the Commission proposes that ECU 75 million
should go to conversion as direct ald for the creation of new jobs and
ECU 12 million to investments.

In conclusion, the Commission proposes that the 1991 ECSC operating budget
be adopted at a total amount of ECU 407 million and that the levy rate be
set accordingly at 0.31%.

C. DRAFT BUDGET

The draft budget established by the Commision and amounting to
BCU 407 million is presented in Annex F.
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Information relating to levies

ANNEX C

The latest available information on production and the levy yield for the current

financial year is given below:

Production Yield per
serving as a tonne at Levy yleld
Products basis for the 0.31% (ECU miltlion)

calculation of levy rate

the levy

(milllon

tonnes)

(1) (2) (3)

Brown-coal briquettes and
semi-coke 0,5 0,18147 0,09
All types of hard coal 40,2 0,24713 9.93
COAL — TOTAL 10,02
Pig-lron other than that
required for the manufacture 0,6 0,38488 0,23
of Ingots
Steel Ingots 35,8 0,70995 25,42
Finished products 29,8 0,32882 _9.80
STEEL -~ TOTAL 35.45
GRAND TOTAL 45,47

3= (1) x (2)
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ANNEX D
ECSC BALANCE SHEET AT 31 DECEMBER 1989
(before allocation of profit)
ASSETS LIABILITIES
1. Balances with central . LIABILITIES TOWARDS THIRD
banks 85.900 PARTIES
11. Amounts owed to credlit
Institutions: wlith agresd
2. Balances with credit maturity dates or periods of
institutions notice 64.750.534
12. Long-term & medlum-term debts| 6.663.655.098
13. Other llabllities 5.747.119
- repayable on demand 25.083.527 14. Accruals & deferred Income 355.002.342 )
- Wwith agreed maturity dates 880.755.585 15. Provislions for losses and
or perlod of notice expenses 4.741.757

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

8. GRAND TOTAL

1.098.119.086

6.919.110.226

32.058.930

6.452.622

78.809.019

237.966.940

9.279.441.835

16. Commitments for ECSC
operating budget

17. Total llabllitles towards
third partiles

. NET ASSETS

21. Provisions
- Provislon for the
financing of the ECSC
operating budget
- Provision for changes in
ecu rate

22. Reserves
- guarantee fund
- special reserve
- former pension fund
Total ressrves

23. Profit brought forward

24, Profit for the financlal year

25. Net total

3. GRAND TOTAL

1.120.320.224

8.214.217.074

325.187.850
12.799.169
482.885.000
188.980.000
53.698.379
725.563.379
893.213

781.150

1.065.224.761

8.279.441.835
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ANNEX E

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

14 December 1982,1 the presemtation of requirments reported ard
foreseeable resources is modelled on the systematic amalysis of the data
for the various budget headings in the general budget. As with the general
budget this presentation lists the main features of each heading
(references and description of the operation, type of experditure and
explanation).

The analysis of requirements and resources for 1991, as was the case last
year axd as in the general budget, contains a foreseeable schedule of

payments against budget appropriations for 1991, 1990, 1989 ard previous
years.

1 OJ C 23, 17.1.1983.
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BEQUIJIREMENTS
7. ORDINARY REQUIREMENTS
1991 1990 Outturn
Article HEAD ING approps approps 1989
proposed authorized

CHAPTER 10

100 ADMINISTRATIVE EXPENDITURE 5 5 5

CHAPTER 10 - TOTAL 5 5 5

PO,
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REQUIREMENTS

Article

Remarks

100

1. References and description

- Article 50 of the ECSC Treaty;

~ Article 20 of the Merger Treaty;

- Council Decision of 21 November 19??;1

- 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

ECU S million.
Percentage change 1990-91:

4. Foreseeable schedule of payments

0%.

(ECU million)

Commitments

Payments

1990 .

1991

1992

1993 Subsequent
years

Commitments

entered into
against 1989 and
earlier

appropriations
1990 approps

1991 approps

TOTAL

10

1

0J L 306, 30.11.1977.
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BREQUIREMENTS
1991 1990 Qutturn
Article HEAD ING approps approps 1989
proposed authorlzed
CHAPTER 20
200 AID FOR REDEPLOYMENT

3.1

(Article 56) 130 184 19
CHAPTER 20 - TOTAL 130 184 193.1

L Including social measures in connection with the rationalization of the
coal industry (ECU 9.2 million) (originally Chapter 60).
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BREQUIREMENTS
Article | Remarks
200 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
| retﬁrement;
(ii1) 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 Member
State concerned of a special contribution of not Less than the
amount of that aid. The average ECSC contribution per worker

is subject to an overall ceiling and a ceiling for each
standard situation.

2. Type of expenditure

Provision to subsidize the expenditure on redeployment
incurred by the Member States according to the procedure set
out in the bilateral agreements.




_46_

REQU I REMENTS

1991 1990 Outturn
Article HEAD ING approps approps 1989
proposed | authorlzed
200 AID FOR REDEPLOYMENT (cont'd)
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REQUIREMENTS
Article Remarks
200 3. Method of calculation and explanation of change
(cont'd) In 1991 23 000 steelworkers should receijve traditional

redeployment aid.

This total includes workers for whom the measures will be
implemented between 1 January 1990 and 31 December 1991
and for whom requests for assistance are made by

30 September 1991.

Most of the job losses will be in the German, Italian

and Spanish steel industries.

The number of recipients in the coal industry is estimated
at around 30 000, mainly in the United Kingdom, but also
in the Federal Republic of Germany and France and, to a
lesser extent, Spain. This figure includes recipients of
aid granted to the coal industry under Article 56(1)(c).
In view of the ECU 3 000 ceiling, the traditional aid
required for 1991 is estimated at ECU 130 million.

Percentage change 1990/91: -29%.
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REQUIREMENTS

1991 1880 Outturn
Article HEAD ING approps approps 1989
proposed authorlzed
200 AID FOR REDEPLOYMENT (cont'd)
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REQUIREMENTS
Article Remarks
200 5. Foreseeable schedule of payments
(cont'd)

(ECU million)

Payments
Commitments 3
mmit 1990 1991 1992 1993 Subsequent
years
Commitments
entered ingg
against 1989 and
earlier 593,1 223,9 162,9 149 50 7,3
appropriations
1990 approps 184 - S 57 75 27
130 - - 18 39 3
1991 approps
TOTAL
| 97,1 223,9 187,9 224 164 107,3
_

1IncLuding former Chapter B.60 (ECU 9.2 million) for 1989.
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BREQUIREMENTS

1991 1990 outturn
Article HEAD ING approps approps 1989
proposed authorized
CHAPTER 30
AID FOR RESEARCH
\
310 Steel research 60 41 35.8
320 Coal research 48 T34 30.1
330 Social research 17 13 12.7
CHAPTER 30 - TOTAL )
125 88 L 78.6




REQUIREMENTS

Articie

Remar«s

310
320
330

References and description

Articles 50 and 55 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
demonstration projects. The industries concerned always make

a substantial financial contribution.

Method of calculation and explanation of change

Percentage change 1990-91: +42%.

The grounds for the aid proposed for each category of research
(steel, coal and social) are explained in the following
paragraphs.
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REQUIREMENTS

1991 1990 outturn
Article HEAD ING approps approps 1989
proposed authorlzed

AID FOR RESEARCH (cont'd)

310 Steel research 60 41 35.8
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Article

Remarks

310
(cont'd)

Steel research

Grounds
As stated in the General Objectives Steel 1991-95,

L the

technological innovation effort must be continued to support

and increase the competitiveness of the Community steel

industry at world lLevel. This effort will be conducted as

follows under the research programme and the programme of

pilot and demonstration projects:

2.1

2.2

Improvement of quality and reduction of production costs

The aim is to refine processes and develop new methods in
order to produce goods more quickly, more efficiently and
more cheaply by:

2.1.1 reducing production time, improving the technical
reliability of equipment, improvjng the quality of
the products of each stage of production;

2.1.2 increasing knowledge of the metallurgical phenomena
connected with integrated processes and developing
new processes to obtain better or new properties;

2.1.3 continuing efforts to save raw materials and
energy, in particular by selecting resources and
forms of energy more efficiently.

Support for outlets on traditional markets and opening of

new markets

To counteract the impact of the replacement of steel by
rival materials, research and development tend to refine
the properties of existing products and present new
products which are currently being developed. These

measures involve:

1

comM(90) 201 final.
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REQUIREMENTS

1991 1990 Outturn
Article HEAD ING approps approps 1989
proposed author ized
310 Steel research (cont'd)
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REQUIREMENTS

Article Remarks
310 2.2.1 more constant and reliable quality;
(cont'd)

2.2.2 development of new uses for steel or steel varieties;
2.2.3 reduction of delivery times and adequate promotion of

new products among customers.

2.3 Adjustment of production techniques to environmental

protection

Together with the other action taken by the Commission to

protect the environment, the steel industry must continue

and even increase its anti-pollution measures. The

appropriations for ECSC steel research in 1991 will make a

substantial contribution to the following operations:

2.3.1 research projects for the development of new clean
technologies for the production and utilization of
steel;

2.3.2 research projects into the upgrading of by-products
in order to reduce the amount of waste

2.3.3 drafting of a coordinated programme (see 1 B 4

above).

A financial contribution from the ECSC operating budget
for 1991 is proposed for the drafting of this
coordinated programme covering the coal and steel
installations set out above; this contribution is put at
ECU 2 million for the steel industry and ECU 0.5 million

for coking plants (see remarks to Article 320 below).

Percentage change 1990-91: +46%.
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REQUIREMENTS

' 1991 1990 Outturn
Article HEAD ING approps approps 1989
proposed authorized
310 Steel research (cont'd)
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REQUIREMENTS

Article

Remarks

4, Foreseeable schedule of payments

(ECU million)

Payments
Commi tments 1990 | 1991 1992 1993 | Subsequent
years

Commitments entered
into agajnst 1989 |
and earlier approps| 77.3 34,7 23.6 10.6 5.4 3
1990 approps 41 4 12 10 9 6
'1991 approps 60 - 6 18 16 20

TOTAL 178.3 38,7 41.6 38.6] 30.4 | 29
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REQUIREMENTS

1991 1980 Outturn
Article HEAD ING approps approps 1989
proposed authorized
AID FOR RESEARCH <(cont'd)
320 Coal research 48 34 30.1
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REQU I REMENTS

Article Remarks
320 Coal research
Grounds
In the years to come coal will face two major problems at three
different levels:
1. Production
The Community's coal industry will very probably be forced to
introduce further rationalization in this area in order to:
- improve its economic position;
- cope with competition from other energy sources and from
imported coal;
- help reduce public aids.
To achieve this objective, the remaining mines will have to be
equipped with the most advanced technology for coal face
operations for the improvement of safety and working conditions
and for the appropriate management of operations.
Research activity will therefore have to be stepped up and
concentrated on the priorities set out in the Medium-term
guidelines for coal research 1990—95,1 viz:
- roadways and shafts;
- mine gases, ventilation, climate;
- coal winning techniques;
- coal face infrastructure;
- modern management of operations.
2. Market
An attempt must be made in this sector to preserve traditional
outlets and open up new ones. This means gearing product
quality to customers' requirements as well as to the general
rules for the handling of stocks and environmental protection.
Research will have to concentrate on the following priorities
set out in the medium—term guidelines:
- coal preparation
- metallurgical utilization of coal (coking).
1

0J € 52, 1.3.1989.
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REQUIREMENTS

1991 1990 Ooutturn
Article HEAD ING approps approps 1989
proposed authorized
320 Coal research (cont'd)
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REQUIRBREMENTS
Article Remarks
320 3. Utilization and the environment
(cont'd)

Finally, as regards utilization, the main problem to be tackled
is that of harmful emissions (802, NOX, C02, etc.) and residues
produced when coal is burned in small and medium-sized
installations (the large power stations are covered by the
non-nuc lear research programme JOULE). Research will also have
to develop new coal-based products for a wide variety of
applications. Research activities in this sector must therefore
concentrate on:

- coal combustion;

- coal upgrading and conversion,

which are also mentioned in the medium-term guidelines.

The Commission will also be studying the question of the

"best available technology" for coking plants so that it can
draw up a coordinated programme to combat air pollution (see

I B 4 above).

Percentage change 1990-91: +41%.

4. Foreseeable schedule of payments

(ECU million)

Payments
Commitments 1990 | 1991 1992 1993 | Subsequent
Commitments entered =
into against 1989 |
and earlier approps 54.3 24.3 16.6 7.4 3,7 f 2.2
1990 approps 34 3,5 10 8 7 5.5
_199‘1 approps 48 - 4 15 12 17

TOTAL 136.21* 27.8| 30.6| 30.4 |22.7 24.7
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BREQUIREMENTS
1991 1990 Outturn
Article HEAD ING approps approps 1989
proposed authorized
AID FOR RESEARCH (cont'd)
330 Social and medical research 17 13 12.7
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BREQUIREMENTS
Article Remarks
330 Social and medical research

Grounds

Social and medical research requirements come under the

research programmes previously adopted by the Commission:

1. technical measures to combat pollution at the workplace
and near to steelworks

2. medical research

3. protection of workers against occupational hazards in the

coal and steel industries.

As a result of the encouraging results achieved under previous
programmes, the representatives of the coal and steel industries
and of coal and steel workers who are consulted on the

projects have called for the following new programmes in 1990:
1. ergonomics (sixth programme);

2. industrial health in coal mines (sixth programme).

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 1991 is based on these
programmes continuing normally and takes account of

foreseeable Llimits on budget funds.

Percentage change 1990-91: +30%.
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BREQUIREMENTS

1991 1990 outturn
Article HEAD ING approps approps 1989
proposed author lzed
330 Social and medical research
(cont'd)
CHAPTER 30 - TOTAL 125 88 78.6
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REQUIREMENTS

Article Remarks
330 4L, Foreseeable schedule of payments
(cont'd) (ECU million)
. Payments
Commitments 1990 | 1991 1992 1993 | Subsequent
} years
Commitments entered
into against 1989 |
'and earlier approps| 28,8 [ 13 8.8 A 2 1
I ’
1990 approps 13 1,5 5 4 2 0.5
1991 approps 17 - 1.5 5 4 6.5
TOTAL 58.8 14,5 15.3 13 8 8
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BEQUIREMENTS

1991 1980 Qutturn
Article HEAD ING approps approps 1989
proposed author lzed
CHAPTER 40
AIDS IN THE FORM OF INTEREST
SUBSIDIES
410 Interest subsidies on
investment loans 12 10 0
420 Interest subsidies on
conversion loans 75 58 60.7
CHAPTER 40 - TOTAL 87 68 60.7
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REQUIREMENTS
Article Remarks
410 1. References and description
420 Articles 54 (investment) and 56(2)(a) (conversion) of the

ECSC Treaty, and Decisions of the High Authority/Commission.
The ECSC may encourage certain investment related to the
production or consumption of Community coal or steel or the
redeployment of redundant coal and steel workers in ECSC

employment areas.

2. 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 lLoans: 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.

3. Method of calculation and explanation of change

The rate now applied is 3% for both investment loans and
conversion loans:

The term of all these interest subsidies is five years.

4. The grounds for the aids proposed for each category of

loan are explained in the following paragraphs.
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REQU | REMENTS
1991 1990 OQutturn
Article HEAD ING approps approps 1989
proposed authorized
AIDS IN THE FORM OF INTEREST
SUBSIDIES (cont'd)
410 Interest subsidies on
investment Lloans 12 10 0




REQUIREMENTS
Article Remarks
410 Interest subsidies on investment loans

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 promotion of the
consumption of Community coal produced in satisfactory

. el 1
economic conditions.

In the steel sector, the Commission is considering the
possibility under the general objectives for steeL2 of a
system of interest subsidies for investment in what are
considered priority fields, in particular environmental
protection. Because of Community and national rules,
companies are incurring costs in this sector, which are
steadily increasing in relative terms (the 1991 estimate is

around 4% of total investment expenditure).
The Commission will apply and adapt these criteria in the
Light of its assessment of priorities and the appropriations

available.

Percentage change 1990-91: 20%.

1

2OJ C 343, 31.12.1982.

COM(90) 201 final.




_70_

REQUIREMENTS

1991 1990 outturn
Article HEAD ING approps approps 1989
proposed author lzed -
410 Interest subsidies on

investment loans (cont'd)




REQUIREMENTS

- 71 -

Article Remarks
410 4. Foreseeable schedule of payments
(cont'd)

(ECU million)

Payments ‘
Commitments 1990 | 1991 | 1992 | 1993 | Subsequent
’ years
Commitments entered |
into against 1989 ! 29.3 6.5 6 6 & -.8
and earlier approps
1990 approps 10 1 2 2 2 | 3
- i
1991 approps 12 - 1.2 2.4 E,Lg 6
|
TOTAL 51.3 7.5 9.2 10,4 1C.41 13.8




REQUIREMENTS
1991 1990 Outturn
Article HEAD ING approps approps 1989
proposed authorized
AIDS IN THE FORM OF INTEREST
SUBSIDIES (cont'd)
420 Interest subsidies on
conversion loans 75 58 60.7
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REQUIREMENTS

Article

Remarks

420

Interest subsidies on conversion loans

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 first published in 1977. They have since

been changed a number of times.

The latest version was adopted by the Commission on
19 July 1990. The new operating rules will gradually allow
simplified application of these loans under the Regional Fund

programmes.

They also harmonize the conditions firms have to satisfy to
obtain an interest subsidy by eliminating some of the former
specifications which made calculation of these subsidies

relatively complicated.

Although it will earmark most of its budgetary funds for the
promotion of productive investment in small and medium-sized
business, the Commission expects that it will have to meet a
growing demand for loans bearing interest subsidies granted
directly to larger firms for major investments in new economic

activities.

At present, it is estimated that application of the RECHAR
programme between 1990 and 1993 will in itself require some

ECU 30 million a year for interest subsidies on ECSC loans.

. |Percentage change 1990-91: +29%.
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REQUIREMENTS

1991 1990 outturn
Article HEAD ING approps approps 1989
proposed authorlzed

420 Interest subsidies on

(cont'd) conversion loans (cont'd)

CHAPTER 40 - TOTAL 87 68 60.7




_?5_

REQUIREMENTS

Article Remarks
420 4. Foreseeable schedule of payments
(cont'd) (ECU million)
Payments
Commi tments 1990 | 1991 | 1992 | 1993 | Subsequent
years

Commitments entered;
into against 1989 -
and earlier approps| 231,24 50 48 48 45 40,2
1990 approps 58 5.8 11 11 11 19.2
1991 approps 7s - & | .15 i3 37

TOTAL 359,2 55.8] 57 74 71 96.4
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STEEL INDUSTRY

REQU I REMENTS
1991 1990 outturn
Article HEAD ING approps approps 1989
proposed | author|zed
CHAPTER S0
500 SOCIAL MEASURES IN CONNECTION
WITH THE RESTRUCTURING OF THE
20 50 7S




REQUIREMENTS

B

Articie

Remarxs

A denes G e

g Yot ha - i e S
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500

1. References and description

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

- aid for early retirement; - i

- aid for employment premiums. *

2. Type of expenditure

Provision to cover the Community's contribution to expenditure
on the measures in the additional programme under the conditions
latd down for each Member State in accdrdance with common

criteria applicable to the Community as a whole.

3. Method of calculation and explanation of change
The Commission estimates that some 50 000 workers will receive

assistance under the additional programme between 1988 and 1991.

In vieﬁ of the average cost per worker of the two types of aid
(early retirement and reintegration premiums), the cost of this
programme has been estimated at ECU 150 million over four years,
including ECU 20 million for 1991. '

Percentage change 1990-915 -60%.

R

L
2.

s

F;::ﬁ-ﬁ.




_78_

REQUIREMENTS

I 1991 1990 Outturn
Article Heaading approps approps 1989
proposed Jlauthorized
500 SOCIAL MEASURES IN CONNECTION
WITH THE RESTRUCTURING OF THE \
STEEL INDUSTRY (cont'd)
) 4
»
*
%
1
i .
|
i
|
|
|
: CHAPTER 50 - TOTAL 20 50 75

-

-r
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Article Remarks
500 4. Foreseeable schedule of payments
(cont'd) ECU million
Payments
Commitments 1990 | 1991 1992 16973 | Subsequent
years
Commitments
entered into |
against 1989 and 95.7 | 67 25 3.7 - -
earlier approps
1990 approps 50 - 18 20 10 2
1991 approps, 20 - - -7 8 5
TOTAL 165.7 67 43 30.7 18 ! 7
i




REQUIREMENTS

191 1990 Outturn
Articie Heading approps approps 1989
proposed authorized
!
CHAPTER 60
600 SOCIAL MEASURES IN CONNECTION N
WITH THE RESTRUCTURING OF THE
COAL INDUSTRY (RECHAR) 4 40 -

Chapter 60 of the 1989 budget contained an allocation of ECU 9.2 million to finance
social measures in connection with the rationalization of the coal industry; 1in this
ECU 183.9 million +

aide-memoire this appropriation is contained in Chapter 20:

ECU 9.2 million = 193.1 million.
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REQUIREMENTS

Article

Remarks

600

References and description

The Commission has decided to implement the RECHAR

programme which includes social measureélto mitigate the

effects of restructuring and rationalization in the coal

industry by redirecting and reinforcing existing support

measures.

To supplement the traditional aids covered by Chapter B.20,

this chapter contains:

- aid for training (traditional or basic preliminary
training);

- aid for moving to a new joS;

- aid for early retirement.

Type of expenditure

Provision to cover the Community's contribution to
expenditure on the measures in this programme, up to the

limit of an average of ECU 3 000 for each worker.

Method of calculation and explanation of change

On the basis of the estimate of the number of recipients
and the average cost per worker, ECU 38 million will be

required in 1991.

- Percentage change 1990-91: 0%.
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REQU ] REMENTS
1991 ‘1990 outturn
Article HEAD ING approps approps 1989
proposed authorized
600 SOCIAL MEASURES IN CONNECTION
WITH THE RESTRUCTURING OF THE
COAL INDUSTRY (cont'd) - - -
CHAPTER 60 - TOTAL 40 40 - -
-4 =::==::::=::‘:::=:::=:==ﬁ
REQUIREMENTS - TOTAL 407 435
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REQUIREMENTS

Article ' Remarks
600 4. Foreseeable schedule of payments
Ccont'd) ECU million
Payments
Commi tments 1990 | 1991 1992 1653 | subsequent
Iyears
Commitments entered! 1
into against 1989 |
and earlier approps| 1.5 1.5 - - - -
{
i
1990 approps 40 - 5 15 15 ! 5
]
-~ - !
1991 approps &l - - e o i 1
i
§
TOTAL 81.5 1.5 S 25 E 16
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2. REQUIREMENTS NOT ENTERED IN THE BUDGET

Over and above the requirements to be financed by non-repayable grants
frgm the year's resources are the measures to finance workers' housing
which the ECSC 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.

2. 1 References and description

Article 54 and Decisions of the High Authority/Commission assigning to the
housing programmes funds from the "special reserve" constituted by interest from
investments and loans against own funds.

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

3

2.2 Type of expenditure

Grant of long-term loans at 1% interest to the responsible national bodies

or other financial institutions.

The eleventh programme covering a four—year period (1989-92) provides ECU 48 million
in own funds taken from the special reserve or the former ECSC pensions fund and a
maximum of ECU 120 million in loans raised where necessary on the financial markets.

This programme is now being implemented.

Presentation of this programme in the annual budget tables proposes four
instalments of ECU 12 million.

2.3 Objectives

The objectives of the programme are as follows:

- to satisfy the housing requirements of a workforce that is getting
younger and younger; '

to guarantee an adequate quality of housing;

-

to e i i
ase the restructuring process by catering for the social consequences

At 31 December 1989 ECSC loans for workers' housing totalled ECU 511.1 million
and some 199 600 dwellings had been subsidized.
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RESOURCES

199 1990 Outturn
Article Heading approps approps 1989 ;
proposed |authorized .
CHAPTER 10
CURRENT RESOURCES
110 Levies 184 172 165.7
120 Net balance from previous year 131 139 156
130 Fines and surcharges for late
pg‘yment 2 14 52.2
140 Miscel laneous p.m. p.m. 0
CHAPTER 10 - TOTAL 317 325 373.9

“f

e s o e e




RESOURCES

Article Remarks
110 The information on each of these articles (references and
120 description - type of resource - method of calculation and
130 explanation of change'1990/91) is presented below.
140

1




RESOURCES

1991 1990 Outtur?
Article Heading approps approps 1989
nroposed lauthorized
CHAPTER 10
CURRENT RESOURCES
110 “Levies 184 172 165.7

-




RESOURCES

article

Remar«s

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. 1In accordance with the
Commission Decision of 11 April 1983,1 the reference period used
to calculate the average values which serve as a basis for

calculating the levy for 1991 will be the 1989 calendar year.

2. Type of resource

Levy resources are duly established entitlements in the form of
levies payable on output in the 1991 financial year and calculated
on the basis of the production declarations made by the

undertakings.

. 3. Method of calculation and explanation of change

' The latest estimates of the average values which*serve as the

basis for calculating the levies suggest that the figures for
1991,which relate to the reference period from 1 January to

31 December 1989, will be some 8% higher for steel and 2.4%
higher for coal than the figures for 1990. However, as with the
figures for the foreseeable volume of leviable production, there
is an appreciable margin of uncertainty because all the requisite

data are not yet available.

1

0J C 101, 14.4.1983.
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RESOURCES

e e = e

1991 1990 OU“U”}
Article Head‘ing approp$ approps 1989
nroposed (authorized
CURRENT RESOURCES (cont'd)
120 Net balance from previous year 131 139 52.2
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RESOURCES

Artaicle

Remarks

120

1. References and description

Under its Decision of 30 April” 1975, the Commission enters in the
14

budget the net balance from the previous financial year, i.e.

the surplus from financial and.budgetary operations, less any

provision and allocation to the reserves.

2. Type of resource

The net balance from 1990 will be determined when the Commission

adopts the balance sheet at 31 December 1990.

3. Method of calculation and explanation of change

The figure of ECU 131 million is the current estimate of the
balance which will be used to produce the balance sheet at

31 DecemBer 1990.

Percentage change 1990-91: -5.8%.
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RESOURCES

1991 1990 Outturn
Article Heading aporop$ approps 1989
oroposed |authorized
CURRENT RESOURCES (cont'd)
. \
130 Fines and surcharges for late
payment 2 14 52.2

— g ¢

-
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RESOURCES

Article

Remarks

130

References and description

Fines and penalties imposed by the Commission under

Articles 47, 58 and 60 of the ECSC Treaty (mainly).

Type of resource

From an accounting point of view, revenue from fines
imposed by the Commission uhder Article 58 of the

ECSC Treaty should be regarded as deferred resources,
in view of the appeals made to the Court of Justice.
For this reason only payments expected in the course of

the financial year are entered as budgetary resources.

Method of calculation and explanation of change

On the basis of the agreements reached or still to be
reached in certain disputed cases, it is proposed that

ECU 2 million be entered under this heading.

Percentage change 1990-91: -85.7%.
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! RESOURCES

1991 1990 Outturn
Article Heaoing approps ad2rops 1989
nroposed lauthorized

CURRENT RESOURCES (cont'd)

140 Miscellaneous | p.m. p.m. 0

CHAPTER 10 - TOTAL 317 325 373.9
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RESOURTCES

Article

Remar«s

140

This article, carrying a token entry, allows miscellaneous

revenue to be entered as resources for the financial year.




RESOURCEC

ES

199N 1990 outturn
Article Heading approps approps 1989
nroposed |authorizea
CHAPTER 20:
200 CANCELLATION OF COMMITMENTS UNLIKELY
TO BE IMPLEMENTED 20 €0 71.1
)
3 .

‘ -

i

I CHAPTER 20 - ToTAL| 30 60 71.1
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RESOURCES

Article

Remarks

200

1. 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 remaining part of a provision for a contract or agreement
for which obligations have not been satisfied in accordance
with the contractual requirements may also be cancelled in full
or in part. The amounts thus released become available again

as resources for the current financial year.

2. Type of resource

The estimate shown in this chapter relates to normal
cancellations involving redeployment and interest subsidies on
investment and conversion loans. Only a token entry would be
needed for the other items which might be involved (cancellation
of, balances remaining in respect of completed researgh contracts,

etc.).

3. 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 ECU 30 million
for 1991 reflects the normal rate in accordance withAthe
Commission Decision of 19 July 1989. The substantial
reduction compared with 1990 is due to the particularly
high figure that year as a result of a purge started

one year ago.

The effects will gradually disappear.

Percentage change 1990-91: -50%.
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RESOURCES

1991 1990 Outturq
Article Heading appr0p$ approps 1 1989
nroposed |authorized

CHAPTER 30

300 RESOURCES FROM THE PREVIOUS YEAR
NOT USED 53 p.m. 1.7

CHAPTER 30 - TOTAL

4




RESOURCES
Article Remarks
300

The balance of the previous year'’s appropriations which
are not used or not committed is entered in this article.
The current forecasts (July 1990) for 1990 suggest that
there will be an umused balance of ECU 53 million, broken
down as follows:
- forecast of net 1989 balance (R.1.2) increased from
ECU 139 million to ECU 206 million
(up by ECU 67 million);
- forecast of unused resources (surplus) in 1990 (R.3):
BCU 44 million (up by BCU 44 million);
- forecast of revemue from fines (R.1.3) reduced from
ECU 14 million to ECU 6 million (down by ECU 8 million);
— forecast of exceptional reveme for social measures in
the steel sector (R.6) now dropped
(down by ECU 50 million).




RESOURCES
1991 1900 Outturn
Article Heading approps appropss 1989
authorized |authorized
CHAPTER 40
400 EXCEPTIONAL REVENUE MADE
AVAITABLE FOR SOCTAIL, MEASURES
IN CONNECTION WITH THE
RESTRUCTURING OF THE QOAL AND
STEEL INDUSTRIES p.m 50 p.m
CHAPTER 40 - TOTAL p.m 50 p.m

L 3

Source: cancellations and, if necessary, advances from ECSC reserves.
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Article

Remarks

400

This chapter, carrying a token entry, will accormodate,
as resources for the finé.ncial year any amount vhich
cannot be covered by the ECSC’'s current resources and
which is needed to cover-social support measures in
connection with restructuring of the coal and steel
industries.
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RESOURCES
1901 1990 Outturn
Article Heading approps appropss 1989
authorized |authorized
CHAPTER 50

500 CONTINGENCY RESERVE 7 p.m. p.m.
CHAPTER 50 - TOTAL 7 p.m p.-m

RESOURCES - TOTAL 407 435 456.7




RESOURCES
Article Remarks
500 In the balance sheet at 31 December 1989 the contingency

reserve contains ECU 70 million - ECU 20 million for
short-term requirements and ECU 50 million for the
financing of longer-term priority measures

(see I C 2 above).

The amount available for 1991 will be fixed when the
Carmission adopts the BCSC balance sheet at

31 December 1990.

According to current forecasts, ECU 7 million will be
taken from the reserve for short-term requirements in
order to balance the 1991 operating buget.
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Funds to cover requirements for the construction of workers’ housing are
obtained from:

- resources avallable for this in the former ECSC pension fund;

- resources in the speclal reserve.

These resources are made up of the repayments of loans already made and
fresh appropriations allocated to the special reserve. The

ECU 12 million in repayments estimated for 1991 should be enough to
cover loans to be financed in 1991.

Since the yield of a levy rate of 0.01% has been estimated at ECU 5.94%
million, levies should bring in ECU 184 million, assuming that the rate
remains at 0.31%.

The estimates of traditional resources other than levies anount to

ECU 223 million (net balance from previous year: ECU 131 million;

fines: ECU 2 million; cancellations: BCU 30 million; resources from 1990
not used: ECU 53 million; drawings on contingency reserve:

ECU 7 million).

The total ordinary resources available for 1991 are thus estimated at
BCU 407 million.
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