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I. Introduction

1. Coal in Europe is in a particularly delicate situation. On the one hand,
after nmore than three decades of restructuring and nodernisation, the coa

i ndustry in the four remaining coal -producing countries of the EU (Germany,
Spain, France and UK) is — with a few exceptions - still not conmpetitive when
conpared with world market prices. On the other hand, the coal industry in
the countries of Central and Eastern Europe, nine years after the introduction
of market econony, is today confronted with a big challenge: how to achieve
over a short period of time what the coal industry in Western Europe has not
managed to achieve in three decades?
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2. Even if the situation of coal in Europe today is extrenmely difficult,
both for econom ¢ and environmental reasons, the situation of coal workers and
coal mning communities is certainly not desperate. The main reason for that
is that the EU has acquired a solid experience with efficient social and

regi onal crisis managenent.

3. The paper, first, gives an overview of the general policy of the European
Comunities and, second, shows how - within the general framework of the ECSC
Treaty - different “national” nodels for inplenenting the concept of socia
crisis managenment were developed. In the last part, an attenpt is made to draw
sonme general |essons fromthe experience with coal restructuring in the EU
that m ght be applicable el sewhere, even if the gl obal econom c context today
is conpletely different fromthe conditions in which the “European socia

nodel ” was devel oped after World War 11

I1. The European Coal and Steel Conmunity

4, Oiginally, the primary function of the Treaty of the European Coal and
Steel Comunity signed in 1951 by six countries (France, Germany, Italy and
the Benel ux countries) was to regulate the market in the context of the post-
war expansi on of the European econony. It was a rather dirigistic approach
linked to the general philosophy of a “third way” between capitalism and
soci al i sm

5. However, with the deepening crisis in both industries, the nechanisns for
soci al crisis nmanagenent becane nore and nore inportant with respect to the
mar ket regul ati ng nechani sns. The relevant Article 56 of the ECSC Treaty
became the broadly interpreted basis for the (partial) financing of al nost al

i nportant instrunments for managi ng the social crisis.

6. The nost inportant source of finance for so-called readaptation aid,
whi ch is non-repayable, was the |l evy on coal and steel production paid by
undertakings in the Menber States. Readaptation aid was co-financed by the
Conmi ssion and the Menber States. The main standard instrunments of
readaptation aid were:

- early retirenment and associ ated tenporary all owances;

- conpensation for | oss of inconme (wage and sal ary all owances);

- financial aid to encourage geographical nobility (travel expenses,
removal costs, separation all owances);

- conpensati on paynents;

- trai ning allowances for enployees and rei nmbursement to undert akings
of expenses involved in organising retraining;

- al | owances for short-time working.
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7. In general, it can be said the ECSC social readaptation strategy was

ai mng at a bal ance between negative and positive neasures, between the

wi t hdrawal of redundant workers fromthe | abour nmarket and pro-active neasures
for new enpl oynent.

I, Sectorial social dial ogue

8. Cooperation between social partners traditionally had a special quality
in the coal and steel industries in Europe. The undertaki ngs saw t hensel ves
responsi ble for all aspects of the workers’ everyday life, including heath
care and soci al housing. For this reason, managenent and uni ons had experience
in the co-admnistration of various social schenes, experience that turned to
be an asset when it becane necessary to agree on “social plans” for job
reducti on.

9. On the other hand, at the European level, since the 1950s, a nunber of
committees were set up within the framework of the ECSC Treaty to
institutionalise structured social dialogue at sectorial |evel. The main such
conmittees were:

- the Consultative Committee set up by Article 18 of the ECSC Treaty,
bri ngi ng together representatives of producers, workers as well as
consumers and deal ers and which is consulted on all aspects of
i ndustrial policy for both sectors, including research and
conpetition issues;

- the Safety and Health Conm ssion for the Mning and ot her
Extractive I ndustries;

- the M xed Conmittee for the Harnonisation of Wrking Conditions in
t he Coal Industry.

10. In the perspective of the expiry of the ECSC Treaty in July 2002, the
Commission is comritted to maintain the spirit of dial ogue between the socia
partners created within that Treaty and to extend the policy of sectoria
soci al dialogue to all sectors of industry. On the other hand, the specific
soci al measures for coal and steel will be discontinued after 2002.

I'V. The experience of the major coal countries of the EU

11. Not wi t hst andi ng the common “EU tradition” just outlined, it should
neverthel ess be stressed that the restructuring process in each individua
country is unique, linked to the specific political conditions of that

country, and that every country has to find its own way. In the follow ng, the
policy of three of the four remaining coal producing countries of the EU is
revi ewed to understand how the unavoi dabl e decline of the coal industry was
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managed in each of these countries and what kind of social neasures were
i mpl enented successful ly.

V. The Gernman nodel

12. In what is today the biggest coal producer in the EU nanagenment of the
decline of the coal industry has been geared to maintaining a “core” of

i ndi genous production, whatever the problens of competitiveness may be.
Neverthel ess, over a period of four decades (1957-1996) Gernman coal production
has declined by nore than two-thirds (67.3% to a level of 49 mllion tonnes,
with a parallel decline in enploynent from 607,000 to 85, 000.

13. The main social neasures used in Germany were early retirenment and
financial bridging aid. However, in view of the age structure of the remaining
wor k-force, these measures are increasingly difficult to inplement. What can
be | earned fromthe German nmodel is actually not so much on social neasures,
but rather on a conprehensive industrial and regional conversion strategy. The
strategy of Ruhrkohle AG created in 1970, was founded, on the one hand, on
noder ni sation, rationalisation and socially responsible job-shedding,
especially through the creation of “consolidated” production units by way of
underground |inkage of existing mnes and the reduction of the nunber of pits,
and, on the other hand, on diversification, i.e. overcomng the crisis by
getting out of coal, both fromthe undertaking s and the regional point of
view, with a resulting inmprovenent of the econom c structure of the mning

ar eas.

VI. The British nodel

14. Only a few years ago, the United Kingdom was the biggest coal producer in
the EU. In connection with the privatisation of British Coal in 1994, a
drastic restructuring progranme was carried out, with the result that UK
underground mnes are today the only mnes in the EU producing nore or |ess
under conditions of economc viability. The viability of open-cast coal m nes
in the UK can be taken for granted in any case.

15. Even if the restructuring programre was not directly agreed between
soci al partners, the social measures proposed were quite attractive: there
were a redundant m neworkers’ paynment schene, a voluntary early retirement
schenme as well as transfer payments and al |l owances. However, the distinctive
feature of the British nodel was the agency set up for the creation of
alternative employment: British Coal Enterprise. BCE was geared to generating
jobs by attracting new businesses to coal field areas and by supporting

busi nesses starting up, relocating or expanding. This was done by neans of:



ENERGY/ GE. 1/ 1998/ 12
page 5

- financial support in the formof |oans and equity finance;

- letting of business facilities for small and medi um sized units
together with the provision of advice and centralised facilities;

- support for |ocal devel opnment agenci es;

- out pl acenent and assistance in finding a job, as well as various
trai ning measures, especially in BCE's own training centres.

VIl. The French nodel

16. In France, which is today the smallest of the renmaining four coa
producers of the EU, the strategy chosen is the programed di sappearance of
the mning industry, in view of the fact that the achievenent of econonic
viability was not deened realistic. The biggest coal field of the country
(Nord- Pas de Cal ais) has already been closed definitively, the two remaining
ones (Lorraine and Centre-Mdi) will be closed by the year 2005.

17. From the social point of view the French exanple has the special feature
that the phasing out of coal production is the subject of an agreenment on

nati onal |evel between enployers, workers and the government. The socia

cushi oni ng neasures agreed are quite attractive, especially because, in
addition to early retirenent, there are a number of pro-active measures:
external placenent with another enployer, especially within the energy group
EDF, new business start-up aid, further training or retraining in conjunction
with transfer to another region and/or another undertaking.

VII1. Spain

18. A conprehensive restructuring plan for the Spanish coal mning industry
was adopted only recently. Since it joined the EU, Spain had neverthel ess

i npl enmented the ECSC readaptati on neasures descri bed above at the |level of the
various private and State owned undertaki ngs. However, it would be going too
far to say that there is a Spanish nodel for coal restructuring. The situation
of the individual undertakings is too specific and can therefore not be dealt
with in this short paper.

| X.  Concl usi ons

19. After this “tour d horizon”™ through the EU coal countries, it seens that
a few conditions apply to coal restructuring in all countries:

(a) Once the econom c objectives of a restructuring programe are clear, the
met hods for its inplenentati on have to be negoti ated between the socia
partners as well as with the | ocal and national authorities. Permanent
and efficient social dialogue is essential for the success of a
restructuring programme. It is also a question of information,
comuni cation and transparency. Once the workers understand the
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obj ectives of the progranme, they will be prepared to play an active part
in the transformation. In other words: the key issue for successfu
restructuring and reconversion i s about human resources.

(b) The second el enent is diversification, which neans taking advantage of
t he technical know how and skills of the workforce existing within the
m ni ng conpani es to devel op new and vi able econonmic activities. Fromthe
various coal producing countries a nunber of exanples are known where
conmpani es actually succeeded their diversification into non-m ning
activities. It should be stressed that both for achieving diversification
and for reaching competitive production, the research potential of the
coal research institutes is of crucial inmportance. Diversification neans
soci al imagination and putting the human factor to the centre of the
transformati on process.

(c) The third elenment is the quality of the social measures to cushion the
job losses resulting fromthe restructuring. The quality is inportant
because ideally these neasures should help those workers | eaving the
m ning industry to find a new professional orientation and persona
satisfaction in a new job. This being stressed, the financing of the
soci al measures is a crucial point. If the financial envelope is not
sati sfactory, one will not succeed in convincing mners to | eave the
i ndustry. The financial envelope is also essential to ensure the
mai nt enance of purchasing power and thus econom ¢ devel opnent of the coa
m ni ng regions.

(d) The |l ast elenent is that restructuring takes tinme. This becane evident
fromthe experience in several countries. Too rigid a tinmetable m ght be
an obstacle. On the other hand, slow ng down the process is not
necessarily a good solution. Successful exanples in Wst European
coal fields show that the optinmum speed of restructuring is probably when
t he nunber of job losses in the mning industry is no higher than the
nunber of the new jobs created in the region during the same period.

20. The EU remains conmitted to the coal industry and to the coal m ning
comunities, not only within the Menber States, but also in countries of
Central and Eastern Europe. Over recent years, a special effort has been nade
to share experience with these countries. A nunber of joint workshops were
held with countries such as Pol and, Romani a, Russian Federation and Ukrai ne.
Moreover, within the framework of the PHARE programme, nulti-country projects
were carried out geared to the transfer of exanples of good practice.



