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EC Notification - L/6111/Add.19 

We would appreciate comment and/or clarification of the 
following areas which are of concern to Australia. 

Cereals: trade effects 
The Notification makes no attempt to analyse the trade effects 
of the EC subsidies on cereals. We would appreciate provision 
of further details of these effects by the EC, bearing in mind 
that 

intervention prices exist that are well above world prices 
and there are no production checks, thus leading to excess 
production 

the 1988/89 intervention price for wheat has been set at 
US$200 per tonne, US$70-80 per tonne above ruling export 
prices at the time set 

the use of export refunds has depressed world market 
prices 

causing the US to retaliate with its own subsidy 
program, thus further depressing world prices 

resulting in curtailed production and exports from 
non-subsidising countries such as Australia and 
Argentina (Australian production declined by 35% 
between 1984/85 and 1986/87) 

the Industries Assistance Commission (IAC) has 
estimated that EC wheat policies have depressed world 
wheat prices by 7.7% out of a total intervention 
effect of 16% 

because of MCA/green currency adjustments efforts to 
bring cereal prices down have not been successful as 
prices in member currency terms have in fact increased 

We would also be interested in details of the stabiliser/set 
aside mechanism and in what the Community realistically 
expects from it 
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we consider that the mechanism will be ineffective in 
limiting cereal output in the EC 

the threshold level of 160 million tonnes for cereals is 
too high relative to current production (154 million 
tonnes in 1987) 

the margin which allows production to exceed the threshold 
by 3% before additional co-responsibility levies become 
fully operational effectively allows production to rise to 
165 million tonnes without check 

the penalties for exceeding the threshold are slight 

set asides are voluntary and the scheme implemented by the 
UK is aimed at marginal producers 

the overall assessment is that it will have little impact 
on cereal production. 

Coal 
With respect to the notification of subsidies granted to the 
coal industries of four EC coal producers (FRG, France, 
Belgium and the UK) in Part I; Industry (p.2) we note that the 
subsidies listed comprise only a small part of the assistance 
provided by these member states to their coal industries 

the EC has not notified aid paid for by consumers, nor aid 
in respect of past production 

we believe that discussion on coal assistance in the 
Subsidies Committee and all GATT bodies should as far as 
possible seek to determine the overall magnitude of 
subsidisation in any area. In the case of coal this can 
be done by drawing upon the listing of total assistance to 
these industries provided in the International Energy 
Agency's (IEA) Third Coal Review (relevant sections 
attached) 

although we are aware that not all of the measures 
listed in the IEA Review for which subsidy equivalents 
have been calculated are themselves subsidies and can 
thus be argued to fall outside the notification 
requirement of Article XVI:1, we still consider the EC 
has adopted too restricted a view of its notification 
requirement 

as outlined in ^he EC's Notification the Commission's 
position appears to be that it is only required to notify 
direct assistance whicn has been approved by the 
Commission in torms of Article 10 of Commission Decision 
2064/86/ECSC of 30 June 1986 

we urge acceptance by the EC of a wider notification 
obligation extending to "an obligation to notify *il 
schemes of levy/subsidy affecting imports; or exports in 
which the Government took a parr either by making payments 
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into the common fund or by entrusting to a private body 
the functions of taxation and subsidisation with the 
result that the practice would in no real sense differ 
from those normally followed by governments" (BISD 9S/192) 

an example from the FRG industry is the "Kohlepfennig" 
(item K in the IEA table), the tax levied on electricity 
consumers for the high cost of German coal which 
electricity producers are bound to purchase under the 
"Jahrhundertvertrag" contract This amount, which totalled 
$US 3.585 billion in 1987 has not been included in the 
Notification apparently because it is paid by consumers 
rather than the government 

nevertheless government power has been used to require 
and enable this transfer. The use of such power 
should qualify transfers through the "kohlepfennig" as 
subsidies within the meaning of Article XVI:1 

the deficit payment to the miners pension fund is another 
item in this category which has, in fact been acknowledged 
by the EC commission to be "indirect aid to current 
production" 

we also note that the present EC notification does not 
include assistance to Spain. As pointed out by the IEA 
there is considerable assistance to the Spanish industry 

we would appreciate the EC's comment on the difference 
between the figures provided in its notification and the 
(conservative) figures arrived at in the IEA Review, as 
summarised in the following table 

! ) 

Country 1986 EC Notification IEA Third Coal Review 
ECU/tonne (1) 
(US$/tonne) 

US$/tonne 

1986 1987 

FRG 
Belgium 
France 
UK 

19 .87 
5 5 . 2 3 
36 .32 

2 .17 

(19 .48) 
(54 .15) 
(35 .61) 

(2 .13 ) 

42.90 (2) 71.70 (2) 
54.30 (3) 96.25 (3) 
no data available (4) 
3 3.06 nda (5) 

Notes: (1) In 1986 an ECU was worth US$ 0.9805. 

(2) Includes non-state aid (eg. the Kohlepfennig) 
but not aid not benefiting current production 
(eg. Knappschaft) as no data available. 
However based on figures available to 1985, 
it could be conservatively estimated that 
total assistance would be at least 
US$ 80/tonne in 1986 and US$ 140/tonne in 
1987 (ie. about double the figures shown). 

(3) again does not include aid not benefiting 
current production as no data available. 
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However based on figures available to 1985, 
it could be conservatively estimated that 
total assistance would be at least 
US$ 150/tonne in 1986 and about US$ 300/tonne 
in 1987 (ie. about three times the figures 
shown). 

(4) no data available as France is not an IEA 
country 

(5) no data available for 1987. 

Dairy 
The notification (p.16) has generally not addressed the 
suggested issues covered in Part II. Some reference 
(inadequate) is made to production and consumption but we note 
that no statistics are provided for imports and exports and no 
reference is made to quantitative trade effects 

could the EC provide statistics for dairy imports and 
exports and could it provide a detailed assessment of 
trade effects? 

Minerals Commodities 

The notification omits several examples of aid granted to the 
non ferrous metals industries, viz -

a DM 2 million grant by the Baden Wurttenburg State 
Government to a German producer of aluminium products 

a grant of ITL 445 000 million by the Italian Government 
to the state owned aluminium industry 

the provision of aid in the form of loans and guarantees 
to the tin mining industry by the UK Government 

the provision of aid in the form of an FF 35 million grant 
and a FF 50 million loan by the French Government to a 
French zinc mining and smelting group 

Although several of the above measures are sanctioned by the 
EC's competition policy, they would appear to be nonetheless 
notifiable under GATT. We would appreciate the EC's comments 
on these measures. 
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Rice and Cotton 
Could the EC analyse and address the effects of its regimes 
for these commodities on both world market conditions and on 
those countries dependent on agricultural exports? 

With respect to rice, the EC production subsidy for long 
grain rice indirectly depresses the world price for 
medium grain rice and there is concern at the potential 
for displacement of the subsidised EC rice onto third 
markets at the expense of Australian export varieties. 

Steel Industry 
We are of the view that some of the assistance given to the EC . 
steel industry (p.l) should be considered as a subsidy, 
despite Community views to the contrary 

in particular the aid for research and development appears 
to be specific to the steel industry and is aimed at 
improving the competitive position of the industry through 
cost reduction and better quality. 

Sugar; Effects of Subsidy 
The paper contains no section analysing the effects of EC 
sugar programs. We would appreciate the comment of the EC on 
this issue taking into account, inter alia, the following 
points 

the EC regime unfairly damages un-subsidised producers 
such as Australia and should be made more market oriented 
by bringing EC support prices into line with world prices 
and making production quotas correspond more closely with 
EC consumption 

while the sugar regime may not have been as much of 
an imposition on the EC Budget as other commodities, 
it still incorporates elements which limit adjustment 
to changes in world market conditions and leaves 
other producing countries to bear the major burden of 
adjustment to the resultant supply/demand imbalance 

Although an elimination levy was imposed to recoup the 
acknowledged 1981-85 deficit of ECU 400 million, there 
have been reports that the real deficit was nearer to ECU 
600-800 million, which if true, will place considerable 
pressure on the regime and call into question its future 
self-sufficiency 

we would be interested to hear the EC's comment on how 
it intends to handle this problem 

it is considered that a reduction in the level of support 
prices in the Community, their application to smaller 
quantities of sugar and limitation on export refunds would 
lead to a marked improvement in world market prices 
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the Australian Bureau of Agricultural and Resource 
Economics has estimated that in the early 1980's the cost 
to the Australian economy alone of the lower prices which 
the EC subsidised production helped to create was between 
US$ 72m and US$ 139m per year. The corresponding cost to 
those developing countries that supply sugar to the world 
market was estimated at US$ 260m and US$ 510m. 
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Japanese Notification - L/6111/Add.22) 

The document provides a very brief account of the measures 
used to support Japan's agricultural industries. 

While we realise that some significant changes in Japan's 
agricultural policy have occurred since the document was 
prepared, we are nevertheless concerned at a number of the 
omissions in the Notification. 

Coal 
We are particularly concerned at the absence of any reference 
to the support given to the Japanese coal industry. Although 
small and declining, this industry nevertheless receives very 
substantial assistance (approximately US$ 2.07 billion in 
1987) . 

Of direct relevance is the listing of assistance to the 
Japanese coal industry in the IEA's Third Coal Review 
(relevant section attached). We acknowledge that not all 
items for which subsidy equivalents have been calculated 
are themselves subsidies and can thus be argued to fall 
outside the notification requirement of Article XVI:1 

nevertheless we would argue that most of the items listed 
in the Review are subsidies and should thus be notified. 
We believe that discussion on coal assistance in the 
Subsidies Committee and all GATT bodies should as far as 
possible seek to determine the overall magnitude of 
subsidisation in any area. In the case of coal this can 
be done by drawing upon the listing of total assistance to 
these industries provided in the IEA's Third Coal Review 
(relevant sections attached) 

in our view all items in Category I (assistance 
included in PSE calculation) are notifiable under 
Article XVI:1. Also Items 11:2 and 11:3 should be 
notified as the costs are picked up by the industry in 
Australia. The Japanese government in paying these 
costs is thus providing a direct benefit to the 
industry which, in our view, should be notified. 

Dairy Products 
The Notification fails to estimate the amount per unit of LIPC 
subsidy paid to producers and also fails to mention the cheese 
production subsidy scheme which was announced at the beginning 
of 1987. We also note 

the comment (page 10) that the policy is designed to 
promote the development of agriculture in districts with 
no other viable industry, appears at odds with what 
actually occurs as the measures are applied in areas where 
there are other industries established 

inter-prefectural flows of milk are controlled, partly 
through production quotas and partly through 
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•understandings' between different parts of the dairy 
industry. This prevents the industry developing in the 
lowest cost areas, (eg. Hokkaido). 

Rice Wheat and Barley 
No mention is made in the notification of subsidies paid on 
rice marketed through licensed agents (jishu-ryutsu-mai). 
These subsidies are designed to defray marketing expenses, 
improve rice quality and to assist in the establishment of 
handling facilities. Between 1980 and 1985 these subsidies 
for voluntary marketed rice totalled Y717.6 billion. 

The rice diversion program which has operated since 1971 
provides payments to encourage farmers to convert rice land to 
other crops. There is evidence that farmers divert land, thus 
qualifying for a payment, only to grow rice again in 
subsequent seasons on the same land. 

Between 1982 and 1985, for example, the area planted to rice 
increased, while the total area diverted to wheat and barley 
was almost 4 25 000 ha. Yet the total area of these latter two 
crops in 1985 was just under 350 000 ha. 

the conclusion is that this program did little to shift 
resources out of rice production in the long term and was 
largely a subsidy to Japanese rice farmers 

it is possible that this will persist into the current 
(1987-92) program 

We would be interested in Japan's comments on the 
effectiveness of this program and the reason for its omission 
from the subsidies notification. 

We also note that the price paid to rice producers was reduced 
by 5.95% in 1987 and by 4.80% in 1988, the first reductions in 
30 years 

could Japan indicate whether this trend can be expected to 
continue? 
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Sugar and Sweeteners: (p.4) 
The section does not accurately reflect the current domestic 
situation and does not adequately address the effects of 
Japanese programs on world sugar trade. We would appreciate 
the comment of Japan on this issue taking into account, inter 
alia, the following points 

a complex system of levies and surcharges on imported 
sugar coupled with generous domestic support price levels 
has encouraged domestic sugar production and the 
establishment of a high fructose corn syrup (HFCS) 
industry 

corn can be imported duty free 

HFCS incurs relatively low taxes compared with 
imported sugar 

the Australian Bureau of Agricultural and Resource 
Economics (ABARE) has concluded that these policies may 
depress Japanese consumer sugar demand by over 50% as a 
result of the high level of consumer prices thereby 
restraining Australia's export prospects to this market. 
The main findings of the ABARE study are as follows: 

Japanese sweetener policy lowers the world price by 
up to 14% in the depressed phase of a sugar price 
cycle 

over the longer term Japanese sweetener policy 
depresses the average world price by between 2% and 
5% 

the lower world price in 1986 cost major exporters 
in lost revenue 

Australia, between US$ 41m and US$ 50m 
Brazil, between US$ 38m and US$ 46m 
Thailand and the Philippines, between US$ 33m and 
US$ 40m 
The EC, between US$ 42m and US$ 51m 

the loss to world income is estimated to have been 
US$ 500m in the period 1985-1987 

in 1987 this loss was US0 25 for every dollar 
transferred to Japanese sweetener producers 

the cost of the policy to Japanese consumers of raw 
and refined sugar was over US$ 7 000m for the period 
1985-1987 

Japanese HFCS producers effectively received a 
subsidy of US$ 700m for the period 1985-1987 

Japanese sugar millers, beet processors and growers 
received subsidies of US$ 2 000m over the same period 
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It can be seen from the above figures that both Japanese 
imports of sugar and the world price are adversely affected by 
a policy which is, in our view, contrary to what is stated in 
the Notification. 
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US Notification - (L/6111/Add. 17) 

In our view the US notification is lacking in a number of 
areas and we would appreciate additional information and 
comment on the following items: 

Cotton 
We note that the Notification contains no details on the 
effect of the US cotton program on world cotton trade 

this program has resulted in the US cotton industry 
becoming highly subsidised and has led to a depressed 
world price which damages un-subsidised competitors such 
as Australia. 

We would be interested in what the US considers the effect of 
their regime to be on the world market and on the industries 
of other cotton exporters. 

Grains (general): 
With respect to the Export Enhancement Program (EEP) (Part 
III, p.7) 

Could the US give details of the bonuses paid under the 
EEP as an indication of the amount of subsidy per unit of 
exports? 

- Could the US indicate whether the funding provisions for 
the EEP to 1990 will be of the same order as the present 
provisions? 

Dairy 
with respect to trade effects (p.38), we consider that 
without the various subsidy schemes operating in the US 
other dairy producing countries would probably have 
greater opportunity to export to this market and to this 
extent the operation of the subsidy schemes does affect 
world trade 

also with respect to the Dairy Export Incentive 
Program, could the US provide the most recent available 
figures for export subsidies paid under this scheme? 

Honey: 
given that the present US support program (p.43) which 
commenced in 1986 and is to run for five years appears to 
have more potential for a hidden export subsidy than its 
predecessor we would appreciate answers to the following 
questions 

What was the loan repayment (ie. 'market clearing1 or 
'redemption' price) determined by the US Secretary of 
Agriculture for the 1986, 1987 and 1988 crop honey? 
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What was the estimated farm price for honey in 1985, 
1986 and 1987? 

Has provision been made for US honey producers who are 
also honey exporters to refund the Government subsidy 
on honey they export? 

Given the general thrust of US agricultural policies 
towards greater market orientation, is it envisaged 
that price support for US honey producers will cease 
with the expiry of the present program in 1990? 

Rice 
The US notification contains no details on the estimated 
quantitative effects of the Farm Bill provisions on world 
trade in rice. We also note that 

'w - the loan rate for 1988 is US$ 6.63 (cwt) while the target 
price for 1988 has been set at US$ 11.15 (cwt) slightly 
less than the US$ 11.30 (cwt) stated in the notification 
(p.25) 

the acreage reduction program for 1988 was set at 25% 
compared with the 35% applying in the previous two years 

according to USDA estimates, ending stocks will fall 
below the 3 0 million cwt referred to in the 
Notification (p.26) to about 28 million cwt 

rice producers are eligible to participate in the 50/92 
program under which producers must plant at least half 
their base in order to receive 92% of their deficiency 
payment. 

Sugar: 
^ This section does not accurately reflect the current US 

domestic situation and also fails to address the effects of US 
sugar programs on world sugar trade. 

The US sugar policy has maintained high internal prices and by 
insulating the local industry from international market 
realities has brought about an expanding production in the 
face of falling consumption. The high prices guaranteed by 
the program have encouraged consumption of alternative 
sweeteners especially high fructose corn syrup (HFCS), causing 
sugar consumption to decline and US imports of sugar, 
administered under the quota system, to fall sharply 

the size of the global sugar import quota has been 
progressively eroded from 3.2 million short tons for the 
1983-84 quota period to 1.0 million short tons for the 
1988 quota period (recently increased from 0.75 million 
short tons due to the effects of the US drought). This 
severe reduction in access to the US market has displaced 
large tonnages on to alternative markets and consequently 
depressed the world free market price 
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Contrary to what is stated in the Notification the US price 
support program encourages inefficient domestic sugar 
production and does so at the expense of imported sugar. 
Furthermore the 'no net cost to the government1 provisions of 
the scheme ensure that the burden of adjustment to higher 
support levels is placed on imports from more efficient 
suppliers, such as Australia, rather than the US domestic 
industry. 

additionally this provision allows the forfeiture of large 
tonnages to CCC inventory and possibly for export (as 
occurred in 1986) placing increased pressure on world 
prices and jeopardising the markets of other exporters. 

The Australian Bureau of Agricultural and Resource Economics 
(ABARE) has concluded that US sugar policy 

over the long term depresses the world price by about 9% 

during the depressed phase of the sugar price cycle 
lowers the world price by up to 50% 

during the period 1982-1986 cost US consumers about US$ 
3.5 billion annually 

cost the Australian sugar industry US$ 80-310 million per 
year between 1983-86 

Could the US comment in detail on the anomalies outlined 
above? 

Wheat and feed grains 
In our view the paragraph (p.24) on the 'effect of the 
subsidy' is misleading. In our view the 1985 Food Security Act 
did not introduce greater market orientation into US grain 
policies, we would be interested in a US interpretation of 
market orientation in this respect. 

Wool and mohair 
Although we agree that the incidence and objective of the 
subsidy are as outlined, we would appreciate further 
elaboration of the supply response and the effectiveness of 
the scheme. 
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Canadian Notification - (L/6111/Add. 5) 

Canada has increased the level of its agricultural subsidies 
since the present document was compiled. We would therefore 
be interested in Canada providing information on the effects 
of their subsidies on production and exports, given that 
Canada has no checks on production. 

Wheat and Oilseeds 
Direct Government assistance to the these industries in 1988 
is estimated by Agriculture Canada at $C 3.2 billion. The 
major elements of the subsidies include 

$C 0.75 billion for the Governments payment under the 
Western Grain Stabilisation (WGS) arrangements (the 
Government contributes 50% of pay outs) 

$C 0.55 billion to write off half of the (WGS) fund 
deficit 

an estimated $C 0.7 billion for transport subsidies 

$C 1.1 billion for a Special Grains Program to assist 
farmers following the fall in world grain prices 

The Government also announced the termination of the two price 
wheat policy which will result in 

a one off payment estimated at $C 227 million to 
compensate farmers for the reduced pool prices in the 
1988/89 crop year. 

Could Canada comment in detail on the effects of the above 
programs? 

Minerals Commodities 
The Canadian Notification mentions a Federal/Provincial 
Mineral Development Agreement with the Yukon (p.48) but does 
not mention similar agreements with other provinces which 
together provide over $C 200 million between 1984 and 1990. 

Could Canada comment on the costs and effects of these 
agreements? 

Fisheries 
The Fisheries Price Support Scheme by maintaining price 
support arrangements, presumably through fiscal appropriations 
could prevent competitive fishery products from competing 
freely in the Canadian market. Further information would 
therefore be appreciated on 

the extent of the fiscal contribution involved 
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the type of fish subject to the scheme 

method of fixing minimum and maximum prices 

tonnages/values of fish purchased/sold during the past 
five years 

i 
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Republic of Korea (ROK) Notification - L/6111/add. 12 

In the case of the Republic of Korea subsidies are only part 
of a total import restricting regime. It is therefore 
difficult to estimate the effects of the subsidy because of 
the operation of other constraints on imports. However we 
would be particularly interested in more information on the 
following items: 

Food-grain Procurement Program 
We dispute the assertion that the program has no adverse 
effects on international trade 

some effect would be expected unless domestic and 
international prices for rice and barley were equal, eg. 
if domestic prices were higher than international levels 
then production would be higher than in the absence of the 
program and so could possibly depress imports. 

Livestock Price Support Program 
We query the statement (p.7) that the Program's goal is 
stabilisation 

it would be more correct to state that the goal is to 
achieve price targets in support of beef industry 
development policies 

the claim that the measures do not affect international 
trade is not borne out by the fact that the general market 
was closed to imports in October 1984 and the tourist 
hotel market shortly thereafter 

this action was prompted by domestic oversupply and 
declining prices 

an extremely limited re-opening was only announced in July 
1988. 

We would be interested in Korea's assessment of the trade 
effects of the program. 

Red Peppers and Garlic 
The ROK Notification shows payments to producers of red 
peppers and garlic in 1986 (latest year for which data is 
available) and states (p.2) that "the subsidy program is 
believed not to affect international trade". We would query 
this statement although it is difficult to separate out the 
effects of subsidisation from other factors such as 
constraints on imports. Nevertheless some evaluation of the 
subsidy payments is needed, for example 

what proportion of the crop (for red peppers and for 
garlic) was covered by subsidy payment in 1986? 
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what was the unit subsidy (won per kg.) paid for red 
peppers and garlic? 

how did this unit subsidy figure compare with the average 
buying price and the average selling price? 
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ANNEX 

BELGIUM 

Since September 1984, when the last coal mine in the southern coalfield 
was closed down, all Belgian deep-mined production has come from the 
northern, Kempen (or Campine) coalfield. Before 1987 there were five 
underground coal mines, all run by a single company, Kempense 
Steenkoolmijnen (KS), the majority shares of which are held by the national 
Government. Geological conditions in the Belgian coalfields are among the 
least favourable in the world, and, accordingly, productivity is low, about 
two-thirds of the western European average. 

Most direct budgetary aid to current production takes the form of deficit 
grants and support for coking coal sales. A problem in the interpretation of 
these aids is that, starting in 1980, the state has regarded such budgetary 
grants to the Kempen mines as acquisition of equity — its ownership share 
increased from 7% to 77% in 1981, and to 100% in 1988. 

For some time, sales of domestic coal to coke ovens and thermal electric 
power producers have been guaranteed under various special arrangements. 
Under the current arrangement the Belgian steel industry initially agreed to 
purchase 3.0 to 3.1 Mmt annually through 1986, but this figure was lowered 
to 2.6 Mmt for 1986. The arrangement with the Pool des Calories, the central 
buying agency for Belgium's four largest electric generating utilities, called 
for purchases of approximately 2.1 Mmt of coal each year from 1984 through 
1987. Negotiations are underway to develop this arrangement further. 

Since the early 1970s, the price of domestic coking coal sold under contracts 
of one years' duration or greater have been set to more or less match 
imported coking coal prices. Until recently, however, this was not the case 
for thermal coal, particularly with regard to coal sold by the Belgian coal 
producers to the electric utilities. Prior to 1984, the price paid for 
indigenous, deep-mined coal was calculated on the basis of the weighted 
average thermal-equivalent price paid by the Pool des Calories for all its 
fossil fuel requirements (excluding, of course, Belgian coal) — i.e., fuel oil, 
natural gas, and imported coal. (This price formula was not applied, 
however, to coal reclaimed from mine tips; this coal has always fetched a 
market price.) To the extent that the thermal-equivalent price of fuel oil and 
natural gas were considerably above the price of imported steam coal, and 

English on ly / ang la i s s eu lemen t / ing lé s solamente. 



Tublt! D-1 
Aids lo Belgian Coal Producers 

(Millions of nominal Belgian (rnncs) 

Assis tance Category 
Ciilomlur Ycnrs 

1!)U2 1!)0J 1UU4 10115 1988 1987p 

510 
13 e/ 
U 

3 324 e/ 
3 467 e/ 
7 332 e/ 

567 
12 
140 

1 530 
4 510 
6 773 

593 
1G 
106 

3 7<J4 
4 GG5 
9 174 

580 
15 
0 

4 390 
4 796 
9 709 

630 
12 
0 

0 527 
5 «49 
13 018 

0 
10 
0 

6 950 
8 629 
13 018 

I. ASSISTANCE INCLUDED IN PSE CALCULATION 
1) Direct financial aid to current production 

a) Investment aid 
b) Aid to maintain a qualified workforce 
c) Aid to maintain surplus producers' stocks 
d) Aid to promote sales of coal Bnd coke 
e) Deficit grant to help cover operating losses 

Subtotal 
2) Indirect financial aid to current production 

f) Grants to supplement miners' holiday 
and sickness benefits 476 533 561 544 550 e/ 500 el 

3) Price Support 
g) Excess payment by public electricity producers 

for domestically-produced coal nd ml nd |95fi e/| |ncg.) [neg.| 
Total PSE (excluding price support element) 7 000 e/ 7 30G 9 735 10 333 13 568 el 16 009 el 

Per metric ton produced 131*1195 131*1200 I3I* 1 545 111*1660 111*2 430 BF 3 650 
Per metric ton sold nd nd BF 1 260 UF 1 640 BF 2 485 BF 2 925 

II. ASSISTANCE NOT BENEFITING CURRENT PRODUCTION 
1) Deficit payments to finance social security benefits 

(with respect to:) 
h) Old-age and survivors' pensions insurance 
1) Disability pensions insurance 
j) Occupational disease payments 
Total of Category II 

TOTAL ASSISTANCE TO THE COAL INDUSTRY 39 929 49 277 52 561 53 194 nd nd 

nd » no (lain avai lable. 
p «• provisional es t imate 
e/ = ll£A Socrotiirio: es t imate . 

18 009 
5 212 
a ooo 

32 121 

27 400 
5 790 
8 766 

41 971 

20 601 
5 905 
0 240 

42 826 

29 349 
5 731 
7 781 

42 061 

nd 
nd 
nd 
nd 

ncl 
nd 
nd 
nd 
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Table D-2 
Aids to Belginn Coal Producers 

(Millions u( nominal U.S. dollars) 

Calendar Years 
Assistance Category 

10B2 19H3 1084 1985 1986 1987p 

1 1.2 
o.:i 
0.0 

72.7 
75.9 

160.5 

U.l 
0.2 
2.9 

29.9 
no.4 

132.5 

10.3 
0.2 
1.8 

65.7 
80. B 

158.0 

9.9 
0.2 
0.0 

73.9 
00.8 

164.9 

14.1 
0.3 
0.0 

146.1 
130.9 

291.4 

0.0 
0.3 
0.0 

182.9 
227.1 

411.3 

I. ASSISTANCE INCLUDED IN PSE CALCULATION 
1) Direct financial aid to current production 

a) Investment aid 
b) Aid to maintain a qualified workforce 
c) Aid to maintain surplus producers' stocks 
d) Aid to promote sales of coal and coke 
e) Deficit grant to help cover operating losses 

Subtotal 
2) Indirect financial aid to current production 

f) Grants to supplement miners' holiday 
and sickness benefits 10.4 10.4 9.7 9.2 12.3 13.2 

3) Price Support 
g) Excess payment by public electricity producers 

for domestically-produced coal 
Total PSE 

Per metric ton produced 
Per metric Ion sold 

II. ASSISTANCE NOT BENEFITING CURRENT PRODUCTION 
1) Deficit payments to finance social security benefits 

(with respect to:) 
h) Old-age and survivors' pensions insurance 
i) Disability pensions insurance 
j) Occupational disease payment 
Total of Category II 

TOTAL ASSISTANCE TO THE COAL INDUSTRY 073.9 963.7 909.6 895.9 nd nd 

nrl = no data available. 
p = provisional estimate 
el = IEA Secretarial estimate 

nd 

170.9 
$26.10 

nd 

nd 

142.9 
$23.40 

nd 

nd 

168.5 
$26.75 
$21.00 

116.11 
174.0 
•$28.00 
$27.70 

|neg.] 
303.7 
$54.30 
$55.60 

Ineg.] 
424.5 
$96.25 
$77.20 

413.8 
1 14.1 
175.1 

703.0 

536.0 
113.4 
171.4 

820.8 

496.3 
102.2 
142.G 

741.1 

494.3 
96.5 

131.0 

721.8 

nd 
nd 
nd 
nd 

nd 
nd 
nd 
nd 
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that these fuels accounted for a significant share of fuel purchases, this 
formula resulted in a price paid for Belgian coal that was significantly above 
the price for imported steam coal. 

In 1984 the contracting parties decided to cancel this price regulation, 
effective 1st January 1986 and, as an interim measure, to set a maximum for 
the amount paid, over the average price paid for imported coal, for domestic 
coal purchased by the Pool in 1984 and 1985. In 1985, this maximum was 
fixed at BF 956 million, or about BF 500 per metric ton ($8.00 per metric ton 
at 1985 exchange rates). Since 1986, domestic coal supplied to the Pool des 
Calories has been priced the same as delivered imports. 

As in other coal producing countries in the European Community, the losses 
of the KS company have increased, largely due to the fall in world coal 
prices expressed in dollars. 

The implementation of plans for the coal industry has been accelerated. 
Mine closures are able to take place more rapidly because of the supporting 
social measures that have been undertaken. The mines at Waterschei and 
Eisden were closed in September and December 1987 respectively, and at 
Winterslag mining operations ceased in March 1988. These early closures 
are expected to result in a substantial decrease of about one third in the 
annual level of direct financial aid to current production between 1986 and 
1988. This would free additional finance for regional development and the 
redeployment of miners. In the two remaining mines, at Beringen and 
Zolder, some 2.5 million tons are expected to be produced per annum by 
700 employees. 

NOTES TO TABLES D-l AND D-2 (BELGIUM) 

A Note on the Data 

The numbers in the tables for Belgium have been derived from data supplied 
by the Belgian authorities to the European Commission. They represent, 
therefore, planned assistance in each year and not actual assistance 
provided. The actual assistance given in the various categories may have 
differed from these planned amounts, but the differences are believed to 
have been small. 
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Notes to Individual Line Items 

(a) Investment grants. These grants were intended to help finance the 
concentration of production into fewer pits, and to increase the 
level of mechanisation and automation of underground oper
ations. During the period covered, all of this aid was used in the 
Kempen (Campine) coalfield. 

(b) Aid to maintain a qualified workforce. This aid has been used to 
help attract and to train labour suitably qualified to operate 
modern minining machinery. 

(c) Aid to maintain surplus producers' stocks. These were grants to 
help cover the costs of building up and holding pithead stocks in 
excess of one-twelfth of the annual production of the coalfield. 
These grants were approved only for "exceptional" years, and 
have been disallowed since 1986 under the European Com
munity's revised decision on aid. 

(d) Aid to promote sales of coal and coke. These grants have helped to 
make up the difference between the revenues received from sales 
of Belgian coking coal and coke and the cost of producing these 
products, thereby allowing Belgian coking coal and coke to be sold 
at prices approximately in line with imports. 

(e) Deficit grant to help cover operating losses. This aid is intended to 
make up all of the difference betwen costs and revenues received 
by the industry (including other direct grants). 

(f) Grants to supplement miners' holiday and sickness benefits. The 
figures shown represent the total amount of grants given to help 
pay for season tickets to sporting events or cheap holiday tickets 
for employed miners; and grants to the Miners' National Pensions 
Fund in order-to compensate for additional expenditure arising 
from the increase in the miners' annual holiday allowance, the 
introduction of new sickness benefits, and longer annual holidays. 

(g) Excess payment on purchases of domestically-produced steam 
coal by public electricity producers. As described in the text, until 
1986, Belgian electric utilities were obliged to take Belgian 
deep-mined coal at delivered prices higher than those paid for 
imported coal. Insufficient data are available to calculate this 
price support element, and therefore the PSE has been calculated 
without this information. The number in square brackets for 1985 
represents the maximum excess payment set by the Belgian 
Government for that year. 

(h) Deficit payments to old-age and survivors' pensions insurance. 
These payments are limited by the European Commission to the 
total amount that would be required to bring the ratio between the 
burden per miner in employment and the benefits per person in 
receipt of benefit into line with the corresponding ratio in other 
sectors. During none of the years considered did the budgeted 
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(i) Deficit payments to disability pensions insurance. The rules 
governing this aid category are the same as those described for 
old-age survivors' pension insurance, detailed above. 

(j) Deficit payments to occupational disease insurance. This aid 
helps finance half of the expenditure arising from miners' 
pneumoconiosis (black lung disease). The rules governing this aid 
category are the same as those described for old-age survivors' 
pension insurance, detailed above. 

{ 
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Aid supporting current production in the German hard coal industry 
involves numerous complex grants, special tax concessions, and long-term 
agreements between the coal producers and the iron and steel and electricity 
generating industries, often supported by statute. In most cases, the burden 
of direct budgetary aids is shared two-thirds by the federal Government and 
one-third by the Lander Governments. 

Several direct and indirect financial measures support coal production 
generally. These include grants to help fund capital investment, and special 
depreciation allowances. The Governments also pay for special bonuses to 
miners working underground. In addition, the two largest coal mining 
companies, Ruhrkohle AG and Saarbewerke AG, each receive assistance in 
the form of a "special debt claim" — in essence, a promise by the federal and 
Lander Governments to provide financial assistance over a period of years. 
These special debt claims were awarded in the early 1970s, and are expected 
to continue for a few more years. 

In addition to these aids, producers receive reimbursements to cover a large 
part of the difference between the price at which they sell coking coal and 
coke to steel companies (in Germany as well as in other European 
Community countries) and their actual production costs. Sales of coking 
coal to German consumers are guaranteed under various long-term 
agreements between the coal producers and the major German steel 
companies. The most important agreement, covering approximately 85% of 
the steel companies' coking coal requirements, is the so-called Huttenver-
trag contract with Ruhrkohle. Signed initially in 1969, the Huttenvertrag 
contract was to expire at the end of 1988, but as a result of an extension 
agreed in 1985 the contract will remain in force at least until the year 2000. 
Similar arrangements have been signed with the smaller coal producers. 

Under these contracts, the German steel mills have agreed to purchase all of 
their requirements from domestic sources — in 1986, domestic sources 
accounted for 99.9% of the coal delivered to German coking plants — at 
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prices close to the price that they would have had to pay for imported coking 
coal. (Since no coking coal is imported, the "indicated competitive price," 
determined by the European Commission, has been used as the reference 
price.). In order to limit the governments' budget burden, however, the steel 
industries are required to pay a small surcharge on each metric ton 
purchased. This surcharge is determined by the federal Government, and in 
1987 was set at DM 1.90 per metric ton. 

The mechanisms supporting sales of German-produced steam coal are less 
straight-forward. The overarching framework regulating sales to electric 
power producers (including autoproducers and combined heat and power 
plants) is the "Third Law on the Use of Coal in Power Production" (the first 
and second laws were enacted in 1965 and 1966), or the Third Electricity 
Production Law for short, which was enacted in 1974 and modified in 1980. 
The actual details of the law are embodied in the Jahrhundertvertrag (the 
contract of the century), agreed in 1980. Under this contract, German 
electric utilities committed to buy domestic hard coal in increasing amounts 
through 1995: 38 Mmt in 1981; 43 Mmt by 1986; and 46 Mmt per annum 
from 1991 to 1995. Tied to this obligation were restrictions on coal imports. 
From 1981 to 1987, German utilities could import a metric ton of coal for 
every two metric tons in excess of 33 Mmt of German hard coal that they 
consumed: as from 1988, coal may be imported on a one-for-one basis for 
every metric ton consumed beyond this threshold. For the period 
1986-1990, the utilities have licences to import some 36 Mmt. 

The price paid by the electric utilities for German coal is intended to cover 
approximately the coal producers' break-even costs (net of direct subsidies). 
To partially compensate the utilities for the much higher cost of using 
domestic coal, as opposed to imported coal or fuel oil, electricity consumers 
are charged a "coal levy" [Kohlepfennig] on their electricity bills. The 
revenues thus collected are put into a special "power production fund" (the 
Verstromungsfonds), out of which the claims of the electric utilities are 
paid. The rate of the coal levy is set every year by the federal Minister for 
Economics, based on the estimated needs of the fund. Since 1975, this levy 
has ranged from 3.24% to 7.5%. In the case of residential consumers, this 
levy is also subject to the value added tax (currently 14%). In 1987 revenues 
from the levy are expected to amount to over DM 3 000 million. 

It is important to stress that the rebates to the coal-fired power station 
owners only partially cover the difference between the prices of domestic 
and imported coal. Rebates on the first 23.7 Mmt purchased each year are 
calculated with reference to the price of imported fuel oil, not coal. Until 
1986 the value of this portion of the rebate was negligible, as the price of fuel 
oil was considerably above that of German coal. For the balance of the 
utilities' purchases, the rebate is limited to the difference between the actual 
price paid for domestic coal in any given year and the price of imported coal 
(adjusted for inland transport costs) in 1980. The rest of the difference is 
passed on to electricity consumers in the form of higher electricity tariffs. 
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•J'nble U-4 
Aids lo Gcrnmn Coal Producers 

(Millions uf nominal Deutsche Marks) 

Assistance Category 
1082 mm 

C a l e n d a r Year» 

1A84 19BS 1988 1987p 

I. ASSISTANCE INCLUDED IN PSE CALCULATION 
1). Direct financial aid to current production 

a) I nves tmen t grants 
b) Special grants to. EBV 
c) Grants to promote innovation 
d) Mineworkers' bonuses 
e) Special debt claim of Kuhrkohle AG 
f) Special debt claim of Snarbevverke AG 
g) Spec ia l grant to p r o m o t e sales of c o k i n g coa l 

Subtotal 

2) Indirect financial aid to current production 
h) Special capital depreciation measures 
i) Excess deficit payments to miners' pension fund 
j) Adjustment for compensation to redundant miners 

3) Price Support 
k) Excess payment on sales of coal to public 

electricity and combined heat and power producers 
1) Excess payment made by domestic steel producers 

Subtotal 

Total PSE 
Per metric ton produced 
Per metric ton sold 

412.0e/ 
1GB.0 

67.0 
220.0 

04.1 
21.4e/ 

974.5e/ 
1 927 e/ 

70.0e/ 
0.0 

-200.lie/ 

2 285.0 
50.0e.' 

2 335.0e/ 

4 132 o/ 
DM 40.4 
DM 411.0 

150.2 
109.7ft/ 

47.2 
104.0ft/ 
203.4 

21.4e/ 
m o.o 

1 526 e/ 

50.0e/ 
0.0 

-200.0e/ 

3 680.0 
50.0e/ 

3 730.0e/ 

5 106 e/ 
DM 62.1 
DM 57.0 

190.3 
66.4 
40.6 

183.9 
30.2 
21.4 

1 707.1 
2 240 

32.0 
0.0 

-200.0e/ 

4 560.0 
43.0e/ 

4 603.0e/ 

6 675 e/ 
DM 84.1 
DM 70.7 

149.7 
0.0 

55.3 
184.4 

30.2 
21.4 

1 439.6 
1 880.6 

30.0 
509.0 

-200.0e/ 

3 530.0 
66.4 

3 596.4 

5 816 
DM 70.6 
DM 63.3 

123.8 
120.0 

28.6 
184.0 

30.2 
21.4 

2 017.5 
2 525.5 

30.0 
nd 

-200.0e/ 

5 125.0 
38.4 

5 213.4 

7 519 
DM 93.1 
DM 89.3 

135.5 
67.0e/ 

0.0e/ 
184.0e/ 

30.2 
21.4 

3 510.0 
3 948.1 

30.0e/ 
274.0 

-200.0e/ 

6 560.0 
28.5e/ 

6 588.5e/ 

10 641 e/ 
DM 130.1 
DM 131.2 

c/ = 1EA Secrétariat estimate: nd = nu data (ivniIsilili:: |i - prel iminary budget estimates. 



Table D-4 (Continued) 
Aids to German Coal Producers 

(Millions of nominal Deutsche marks) 

Calendar Years 
Assistance Category 

1082 1983 1984 1905 1986 1987p 

40.0 
24.3 

61.0 
202.4e/ 

7<)e/ 
20(1. (lis/ 
(if)!).lie/ 

48.0 
10.6 

40.5 
200.0e/ 

14.2a/ 
200.Des/ 
014.He/ 

0.0 
0.0 

15.3 
221.4 

14.7 
200.01!/ 
51)4.4 

0.0 
1.4 

2.1 
248.1 

15.9 
200.0(1/ 
574.0 

0.0 
0.0 

0.2 
259.9 

22.3 
200.On/ 
5119.4 

0.0 
nd 

nd 
256.0 

nd 
200.0e/ 

nd 

II. ASSISTANCE NOT BENEFITING CURRENT PRODUCTION 

1) Aid to promote industry contraction 
m) Aid to cover pre-19fi9 debts of Ruhrkohle AC 107.On/ 101.5i:/ 113.0 106.5 107.0 nd 
n) Compensation to Ruhrkohle AG for the write-off 

of unproductive assets 
o) Closure premiums 
p) Aid to help cover expenditure resulting from 

industry contraction 
q) Early retirement aid 
r) Other "adaptation money" 
s) Adjustment (or compensation to redundant miners 

Subtotal 

2) Aid to help pay for mining damage 
t) Aid to control water contamination from closed 

mines and to help prevent subsidence damage to 
structures resulting from past mining 208.0e/ 145.le/ 163.7 162.9 162.0 nd 

3) Research and development aid 
u) Aid towards research on coal mining 

and technology ml ml 4011.5 350.11 331.9 380.0 

4) Miscelancous assistance 
v) Aid to maintain "security stocks" 
w) Aid to encourage CHP and district heating 

5) Aid to help finance social security benefits 
x) Deficit payment to miners' pension fund 

Total of Category II 

p/ = IEA Secretariat estimate; nil = no data available; p = preliminary bulled estimate.-;. 

I56 .1e / 
35.9e/ 

6 856.0 

nd 

124.60/ 
127.8(!/ 

6 932.0 

nd 

125.0 
128.6 

6 616.0 

0 006.4 

119.9 
151.8 

6 311.0 

8 1H5.4 

117.5 
181.6 

nd 

nd 

117.5 
160.0 

nd 

nd 
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Table D-5 
Aids to German Coal Producers 

(Mi l l ions of nominal U.S. dollars) 

Assistance Category 
10112 19H3 

Calendar Years 

19U4 1085 1SB6 19B7p 

I. ASSISTANCE INCLUDED IN PSE CALCULATION 
1). Direct financial aid to current production 

a) Investment grants 
b) Special grants to EBV 
c) Grants to promote innovation 
d) Mineworkers' bonuses 
e) Special debt claim of Ruhrkolilo AC 
f) Special debt claim of Saarbewerke AC 
g) Special grant to promote sales of coking coal 

Subtotal 

2) Indirect financial aid to current production 
h) Special capital depreciation measures 
i) Excess deficit payments to miners' pension fund 
j) Adjustment for compensation to redundant miners 

3) Price Support 
k) Excess payment on sales of coal to public 

electricity and combined heat and power producers 
1) Excess payment on sales of coking coal to 

domestic steel producers 
Subtotal 

Total PSE 
Per metric ton produced 
Per metric ton sold 

170 
69 
28 
91 
2fi 
<J 

402 
794 

29 
0 

-82 

59 
43 
10 
72 

on 
ii 

317 
59B 

20 
0 

-70 

67 
23 
14 
65 
11 
0 

600 
767 

11 
0 

-70 

51 
0 
19 
63 
10 
7 

489 
639 

10 
173 
-68 

57 
55 
13 
85 
14 
10 

929 
1 163 

14 
nd 
-92 

74 
37 
0 

101 
17 
12 

1 918 
2 157 

17 
150 
-109 

94 2 1 441 1 602 1 199 2 360 3 585 

21 
962 

703 
$19.10 
$20.00 

20 
1 401 

2 000 
$24.30 
$22.70 

15 
1 617 

2 346 
$29.50 
$24.90 

23 
1 222 

1 975 
$24.00 
$21.50 

18 
2 401 

3 463 
$42.90 
$41.10 

16 
3 600 

5 815 
$71.10 
$71.70 

e/ = IEA Secretarial estimate; net = no data available; p « prel iminary buclyct estimate; 



Tut)\c D-5 (CmiliiHK.'ilJ 
Aids to German Co;»l Producers 

(Millions of nominal U.S. dollars) 

Assistance Category 
1982 10IIJ 

Calendar Years 

1984 1905 1906 19B7p 

II. ASSISTANCE NOT BENEFITING CURRENT PRODUCTION 

1) Aids to promote industry contraction 
m) Aid to cover pre-19G9 debts of Ruhrkohle AG 
n) Compensation to Ruhrkohle AG for the write-off 

of unproductive assets 
0) Closure premiums 
p) Aid to help cover expenditure resulting from 

industry contraction 
• q) Early retirement aid 

r) Other "adaptation money" 
s) Adjustment for compensation to redundant miners 

Subtotal 

2) Aid to help pay for mining damage 
1) Aid to control water contamination from 

closed minos and to prevent subsidence damage to 
structures resulting from past mining 

3) Research and development aid 
u) Aid towards research on coal mining 

and technology 

4) Miscclaneous assistance 
v) Aid to maintain "security stocks" 
w) Aid to encourage CHP and district heating 

5) Aid to help finance social security benefits 
x) Deficit payment to miners' pension fund 
TOTAL OTHER ASSISTANCE 

4'J 

86 

nd 

40 

57 

nd 

4 0 

57 

144 

30 

55 

121 

4 9 

75 

153 

nd 

20 
10 

2 5 

83 
3 

82 
18G 

10 
•1 

10 
78 
G 

78 
102 

0 
0 

5 
78 
5 

70 
128 

0 
1 

1 
84 
5 

68 
127 

0 
0 

• 

120 
10 
92 
179 

0 
nd 

nd 
140 
nd 
109 
nd 

nd 

208 

64 
15 

2 025 

nd 

4 9 
50 

2 715 

nd 

44 
45 

2 325 

2 813 

41 
52 

2 144 

2 780 

54 
84 

nd 

nd 

64 
87 

nd 

nd 

el " IEA Secretariat es t imate; nd = no data avai lable; p - p re l iminary budget est imate: 
* - negligible (less tban 0.5 mil l ion dollars) . 
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In 1986, the coal levy was set at 4.5% of the tariffs, or 0.68 pfennig per kWh. 
Due to the sharp fall in world oil prices and the declining value of the 
United States' dollar, which together have deteriorated the fund, the 
Parliament authorised the Government to raise the coal levy to 7.5% for 
1987 and 7.25% for 1988. However, in the current situation, this new rate is 
not sufficient to cover the difference in cost incurred when buying German 
hard steam coal. The Verstromungsfonds is therefore being financed by 
credits to a larger extent than previously. Payments to the utilities from the 
Verstromungsfonds in each year were as follows: 

Year 

1982 
1983 
1984 
1985 
1986 

1987 ' 

Millions of DM 

1 778 
2 098 
2 136 
1 885 
2 951 
4 680 

Millions of S 

730 
820 
750 
640 

1 360 
2 557 

1. Preliminary. 

Source: Der Bundcsminster fur U'irlschaft. 

For the purposes of estimating the price component of the PSE, however, the 
coal levy and its associated fund are immaterial. What matters is the total 
payment in excess of what imported coal would have cost; this is what is 
used in calculuting the PSE. 

' o 

In December 1987. a new "Coal Round" took place with the participation of 
the coal mining industry, the trade unions and the federal and Lander 
Governments. It was the goal of this "Coal Round" to find a concept for the 
future role of German hard coal in energy supply and to limit subsidies to a 
reasonable level. In view of the continuing sales crisis a further cut in 
production of up to 15 Mmt per year by 1995. implying a reduction of total 
labour force (by at least 30 000 people), has been decided and a gradual 
reduction of the "coal levy" back to previous levels is under discussion. 

NOTES TO TABLES D-4 AND D-5 (GERMANY) 

General Notes on Sources and Data 

For the years 1982 through 1985, figures relating to budgetary aid represent, 
in most cases, actual outlays. For 1986 and 1987, the figures relate to 
planned assistance. The primary source for these figures is the annual 
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published federal budget. The total amounts of those budgetary aids to 
which the Lander governments also contribute a portion have been 
estimated, in some cases, by dividing the federal contribution by the federal 
Government's share. Where possible, the data have been cross-checked 
against data reported to the European Commission and information 
provided by the federal Government. 

Explanation of Individual Line Items 

(a) Investment grants (Investitionshilfe). These grants covered up to 
50% of the total cost of capital investments in coal mines, 
mine-mouth coking plants, briquetting plants, and mine-mouth 
power plants. Payments under these grants ceased by the end of 
1987. 

(b) Special grants to EBV (Umstrukturierung EBV). Eschweiler 
Bergwerks- Verein AG (EBV), a private company owned by Arbed 
Stahl of Luxembourg, has received special grants from the federal 
and Nordrhein-Westfalen Governments in order to cover its 
operating deficits. For 1982 and 1983, these aids were included in 
the total grants for "investment aid" reported by the European 
Commission. They appear to have been left out of this category for 
later years, however. The amounts given in 1986 and 1987 were 
approved by the federal Government on the condition that EBV 
would optimise its production capacity and reduce its the size of 
its workforce by 2 900 before 1990. 

(c) Grants to promote innovation. This payment was intended to 
ensure that research results were applied to production as quickly 
as possible. According to the EEC, "the aid [was] lower than the 
costs borne by the undertakings and [was] granted in respect of 
indidividual projects which, when completed, [were] likely to 
prove their economic worth to coalmining in the medium term." 
These grants were abolished as of the end of 1986 and were 
subsumed into the more general aid category of "investment 
grants." 

(d) Mineworkers' bonuses (Bergmanspramie). Mineworkers' bonuses, 
which have been paid since 1956, are given to skilled under
ground workers at the rate of DM 10 for every shift worked 
underground. According to the EC, "this bonus ensures that the 
qualified mineworkers, which the German coal industry needs if it 
is to increase its output, stay in coal mining." 

(e) Special debt claim of Ruhrkohle AG (Schuldbuchforderung RAG). 
This measure stems from an agreement, dated 30th May 1972, 
between the federal Government, the Lander Government of 
Nordrhein-Westphalen, Ruhrkohle AG, and representatives of the 
labour unions, which established a "Schuldbuchforderung" 
(special debt claim) of DM 1 000 million. At the time, Ruhrkohle 
AG was in serious financial trouble, and had appealed to the 
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Governments for "economic stabilization" assistance. Rather than 
grant Ruhrkohle AG a lump sum, the federal and Lander 
governments agreed to pay out the grant over a number of years, 
sharing the burden two-thirds and one-third, respectively. During 
this period, Ruhrkohle has been able to list the total remaining 
claim (plus accrued interest) as a fixed, depreciating asset on its 
balance sheet. In principle, the debt claim was to be paid out in 
equal annual installments, of 2% on the unpaid balance, plus 
interest of 5% (nominal). In practice, the payments varied 
considerably from year to year. Beginning in 1984. however, the 
annual payments have been stable at DM 30.2 million. As of 31 
December 1986, the remaining outstanding balance on this claim 
was approximately DM 267.4 million. 

(f) Special debt claim of Saarbewerke AG (Schuldbuchforderung 
SBW). This is a debt claim similar to that received by Ruhrkohle 
AG. 

(g) Special grant to promote sales of coking coal (Kokskohlenbeihil-
fe). This grant is given to producers of coking coal as partial 
compensation for the discount offered on sales of coking coal to 
the German iron and steel industry (see discussion in text). 
Although the price of this coal is tied to the price of imported 
coking coal, it does not match it exactly: it is slightly higher. That 
amount of the difference that has to be absorbed by the iron and 
steel industry is calculated as a separate item under the heading of 
price supports. 

(h) Special capital depreciation measures (Stevererps. Sonderab-
schreib.). Under a special provision in the federal income tax 
laws, coal producers are allowed to depreciate production capital 
at a rate faster than normally allowed in other industries. The 
figure, as reported by the European Commission, relates to the 
effective tax advantage thereby given. This tax advantage is 
planned to be abolished by the beginning of 1990. 

(i) Excess deficit payments to miners' pension fund. This item 
represents the amount, estimated by the European Commission, 
that state deficit payments exceeded the difference between the 
amount that would be required to bring the ratio between the 
burden per miner in employment and the benefits per person in 
receipt of benefit into line with the corresponding ratio in other 
sectors. (See item (x) below.) 

(j) Adjustment for compensation to redundant miners. This adjust
ment represents a transfer of an assistance item out of Category I 
(included in the PSE calculation) into Category II (see item "s"). 
Following advice from the German authorities, this amount 
represents the cost to coal producers of covering compensation 
payments to redundant miners over and above the levels expected 
in general in German industry for this purpose, and therefore is 
not related to current production costs. 
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(k) Excess payment on sales of steam coal to public electricity 
producers. As described in the text, public electricity producers 
and district heating plants are bound under the Jahrhundertver-
trag to purchase more than 40 Mmt each year through 1995. 
Electric utilities are partially compensated for the higher cost of 
buying German coal by a special tax levied on electricity 
consumers. The entry in this line does not represent the value of 
this tax. Rather, it has been calculated by multiplying the amount 
of German coal purchased under this arrangement by the 
difference between the delivered cost of German coal and the 
estimated delivered price of imported coal. The assumptions and 
calculations are listed in Table D-6. 

(1) Excess payments on sales to German steel industry. Under the 
current agreement, most, but not all of the difference between the 
reference import price of coking coal and the price of coal sold to 
the steel companies is refunded by the "Kokskohlenbeihilfe." 
Some of the difference is absorbed by the coal producers, and 
therefore made up for by other subsidies. A relatively small 
amount is absorbed by the steel industries themselves, however. It 
is only this excess payment that is included in this category. These 
excess payments were abolished as of the end of 1987. 

(m) Aid to cover pre-1969 inherited debts of Rubrkoble AG (Tilgung-
sratcn RAG). When Ruhrkohle AG was created from the amal
gamation of a number of smaller companies in 1969, the 
Governments agreed to take over the outstanding debts of these 
companies. The numbers in the tables relate to the payments 
budgeted in each year. 

(n) Compensation to Ruhrkohle AG for the write-off of unproductive 
assets (Sonderpostens RAG). This measure stems from an 
agreement, established upon the creation of Ruhrkohle AG on the 
18th August 1969, between the federal Government, the Lander 
Government of Nordrhein-Westphalen, Ruhrkohle AG, and repre
sentatives of the labour unions, whereby Ruhrkohle would receive 
compensation for the loss of assets resulting from mine closures 
following the restructuring of the German coal industry. At the 
time, Ruhrkohle AG had to declare its write-offs of assets resulting 
from pit closures, and these were too large to be brought into the 
profit and loss account without bankrupting the company. Rather 
than grant Ruhrkohle AG a lump sum to pay off this liability, the 
federal and Lander Governments agreed to amortise the grant 
(totalling DM 480 million, plus accrued interest) over a period of 
ten years, from 1974 through 1983. During that time, Ruhrkohle 
was been able to list the total remaining claim (plus accrued 
interest) as a fixed, depreciating asset on its balance sheet. The 
final payment on this grant was made in 1983. 

(o) Closure premiums (Stillegungspramie). Through the German Coal 
Mining Association (Aktionsgemeinschaft Deutscher Steinkohlen-
bergbau), the federal Government pays the undertakings con-
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cerned a premium of DM 20 per metric ton of annual capacity for 
the closure carried out to rationalise production. According to the 
EC, "the aid covers only a small fraction of the undertakings' 
actual closure costs." In parallel with the ending of investment 
grants, this grant was abolished as of end-1987. 

(p) Aid to help cover expenditure resulting from industry contraction 
(Schrumpfungslasten). This aid is given in addition to the closure 
premiums mentioned above, and is specific to liabilities arising 
out of pit closures since 31st December 1972. The aid is spread 
over a period of five years in the form of a flat-rate payment of 
DM 30 for every metric ton by which annual capacity is reduced, 
but cannot exceed the actual costs borne by the undertakings as a 
result of the contraction costs. The last payments were made in 
1986. 

(q) Early retirement aid (Anpassungsgeld). This special assistance is 
given to redundant elder miners until such time that they are old 
enough to receive a normal pension. 

(r) Other "Adaptation Money" (Anpassungshilfen & Sonstige Hilfen). 
This is the value of various miscellaneous aids (in addition to 
those that come under the budget of the Economics Ministry) 
given to help retrain and relocate miners made redundant. 

(s) Adjustment for compensation to redundant miners. See item (j) 
above. 

(t) Aid to control water contamination from closed mines (Erblasten), 
and grants for safety measures against subsidence damage from 
past mining (Bergschadensicherung). The former payments are to 
cover the financial burden arising from mines that have been 
closed since 31st December 1966. As a result of pit closures, the 
Ruhr coal mining industry bears a heavy burden of constantly 
rising contributions to water control associations and the Ruhr 
Pumping Association (Pumpgemeinschaft Ruhr). The aid granted 
is considerably less than the actual costs borne by the undertak
ings during each year. Since 1982, at least, it would appear from 
Ruhrkohle's Annual Reports that adequate provision is being 
made for mining damage expected to result from current 
operations, and that therefore the amount of aid given by the 
Governments helps to cover only inherited liabilities. The second 
category of payments assist firms that have built structures on top 
of areas disturbed by past mining. Specifically, this aid is to help 
pay for devices that will help minimise any damage that might 
occur in the future as a result of ground subsidence. (See 
discussion under the previous entry.) Payments under this 
measure are scheduled to end in 1988. 

(u) Aid towards research on coal mining and technology (Kohlefor-
schung). This aid is paid out of a special fund to help finance R&D 
work on improving coal mining methods and technologies. It is 
assumed here that none of the aid is used to help finance 
productive assets. 
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(v) Aid to maintain "security stocks" (Steinkohlenbevorratung). 
According to the European Commission, this assistance was 
introduced by the federal Government in order to increase the 
security of energy supplies. For this purpose, the German Coal 
Mining Emergency Association (Notgemeinschaft Deutscher 
Steinkohlenbergbau) was created to establish a reserve of up to 
10 Mmt of coal and coke. The federal Government covers 
two-thirds of the actual current cost of maintaining these stocks, 
and the Government of Nordrhein-Westfaien covers the remaining 
third. 

(w) Aid to encourage CHP and district heating (Kohleheizkraftwerke & 
Fernwarmeprograma) This aid helps fund the building of com
bined heat and power and district heating plants. As an aid to 
consumption of coal generally, it is not considered an aid to 
current domestic production. 

(x) Deficit payment to miners' pension fund. These payments are 
limited by the European Commission to the total amount that 
would be required to bring the ratio between the burden per miner 
in employment and the benefits per person in receipt of benefit 
into line with the corresponding ratio in other sectors. During 
1985 this aid exceeded by DM 509 million the amount determined 
by the European Commission as representing the coal mining 
industry's effective burden. According to the EC's memorandum 
on proposed aid for that year, this exceedence was due to a change 
in the federal Government's budget laws, which has meant that 
some of the contributions to miners' pension insurance are now 
being paid by the general health insurance scheme under the 
equalisation of burdens arrangements. Data on the deficit payment 
to the miners' pension fund are not yet available for 1986. With 
regard to 1987, the European Commission has estimated that 
proposed deficit aid will have exceeded by DM 274 million the 
limits drawn by Article 7 of its Decision No. 2064/86/ECSC (30th 
June 1986), and "must be therefore regarded as indirect aid to 
current production." These excess payments have been entered 
under the category of aid entitled "excess deficit payments to 
miners' pension fund" for the appropriate years, and the total 
deficit payment has been reduced accordingly. 
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Table D-6 
Basic Statistics and Assumptions Used in Estimating PSEs to German Coal Producers 

C a l e n d a r Years n 

Assistance Category c . ^ , ! L 
1082 1983 1984 1985 1986 1987p Source 

Basic data (hard coal only) 
Total saleable production (Mmt) a/ 89.0 82.2 79.4 82.4 80.8 81.8 |1] 
Total deliveries, coal of domestic origin (Mmt) 85.1 88.2 94.4 91.9 84.2 81.1 [1] 

Deliveries of German hard coal to the 
electric power sector b/ 
Millions of metric tons 41.8 44.9 45.9 45.4 46.7 46 e/ |2] 
Millions of coal equivalent tons (mtce) 37 40 41 40 41 41 |2 | 

Average delivered prices 
Coal of domestic origin (DM/tce) 255.50 2G3.00 274.00 275.00 275.00 275.00 | 3 | 
Imported coal (DM/tce) 193.75 171.00 162.75 186.75 150.00 115.00 |3) 
Price differential (DM/tce) 

Total Burden (millions of DM) 

Deliveries of German hard coal to steel mills (Mint) 20.6 19.8 22.6 23.7 20.2 19.0 [3| 

Steel industry contribution (DM/mt) nd nd 1.90 2.80 1.90 1.50 [4| 

Total Burden (millions of DM) 

Exchange Rates c/ 

Deutsche marks per U.S. dollar (DM/USS) 2.4266 2 5533 2.8459 2.9440 2.1715 1.83f/ | 5 | 

Deutsche marks per European Currency Unit (DM/ECU) 2.3770 2.2705 2.2380 . 2.2263 2.1287 2.07f/ (5| 

a/ Inc luding produc t ion from smtill, i n d e p e n d e n t mines . 
b/ Including del iver ies to d i s t r i c t -hea l ing p lants , m i n e - o w n e d power pl.inls. and industr ia l ou lnproducer s . 
cl Average cus toms-c lea red uni t va lues of thermal coal impor ts from all sources . 
d/ Average of daily market rates. 
e/ IEA Secretariat es t imate . 
f/ Average of first three qua r t e r s ' values . 
ECU » European Cur rency Unit. 
nd = no data avai lable. 
Sources : | 1 | Gesamtvcrband des deu t schen Stu i i ikohlenbernbaus . "Stoinkohlu lOHfi/87," pamphle t (Essen: CDS. 1987); Ce rman Ministry of Economics ; 

| 2 | IEA. Coal Information 1987 (Paris: OECD, 1987). p . 146; IEA Secretariat es t imates based on IEA. Energy Prices ond Taxes . Second Quarter 1987 (Paris: 
OECD, 1987/No.-»). p. 54. 

(3) C e r m a n Economics Minis t ry , "Krtnnr.nhlen des deu t schen S te inkoh lcnbcrgbaus" , mimeograph (Bonn: Der Dundesmlns te r fiir Wirlschaft, 14th August 
1987). 

(4| Various sources . 
|5) Internat ional Monetary Fund , lnt<;nt<itinn<il Finrincicil Sluti.slii:s (Washington . DC"..; IMF. 19H7). 
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Hard coal mining in Japan is concentrated at Ihe northern and southern ends 
of the archipelago (Hokkaido and Kyushu islands). Most extraction takes 
place underground in thin, faulted seams. (Some production comes also 
from reclamation of coal middens.) From fiscal year 1961/62 until fiscal year 
1974/75, annual production fell sharply, from around 55 Mmt to 20 Mmt. 
Since then, production of coking coal has fallen from 10 Mmt, reaching only 
3 Mmt in fiscal year 1986/87, while steam coal production has increased 
slightly, stabilizing in recent years at 12 Mmt per annum. 

Government support to the indigenous coal industry has been requested 
under a series of official recommendations on coal policy, worked out by the 
Coal Mining Council, and accepted by the Ministry of International Trade 
and Industry (MITI). The most recent coal policy plan, the 8th, was 
approved in late 1986 and covers the period 1st April 1987 through 
31st March 1992. For the previous 15 years, Government policy had sought 
to maintain domestic coal production at 20 Mmt per annum. Under the 
Eighth Coal Policy plan, the indigenous supply of coking coal from 
underground operations is to cease by 1991, and deliveries of steam coal 
from indigenous sources are to be reduced to 10 Mmt per annum. 

The Producer Subsidy Equivalent for Japanese coal production on a 
per-metric-ton basis has been among the highest in the IEA member 
countries, and has been accelerated by the recent appreciation of the yen. 
Direct grants to mining companies (all of which are privately-owned 
enterprises) accounted for approximately 13% of the PSE value calculated 
for fiscal year 1987/88. These grants are paid "out of a special account, 
financed by duties on imported crude oil and fuei oil.. 

In addition to providing budgetary aids, the Government operates a system 
of import quotas for coal These quotas are allocated to final consumers, and 
are set to equal their expected requirements net of deliveries from domestic 
suppliers. According to the Government, «his system is implemented in 
orde! tc secure a smooth and gradual reduction of domestic coal supply. The 
price1 *or domestic cots; are si:t in accordant with so-called "coal index 



Table D-7 
Aids to Japanese Coal Producers 

(Billions of nominal Japanese Yen) 

Assistance Category 

1MZ/I3 

Fiscal Yean (1 April through 31 March of the feDowla* yetx) 

19*3/84 1984/8S 1 M V H i—vm 1M7/Mp 

I. ASSISTANCE INCLUDED IN PSE CALCULATION 

1) Direct financial aid to current production 
a] Grants for modernization of coal pits 
b) Grants for stabilising the coal industry 
cj Grants to safety measures 
d] Grants for paying off Interest on loans 

Subtotal 

2) Price Support 
e) On sales to electricity producers 

and non-ferrous Industries 
0 On sales to iron and steel, coke and 

gas-coke producers 
Subtotal 

Total PSE 
Per metric ton produced 
Per metric ton sold 

IL ASSISTANCE NOT BENEFITING CURRENT PRODUCTION 

1) 

2) 
3) 
4) 

Regional economic development aid end worker retraining 
g) Regional economic development aid to coal mining 

districts 
h) Worker retraining 
i) Grants lo offset costs of closing collieries 
j) Grants to help pay for subsidence damage 
k) Coal-related R&D 

Total of Category II 

10.0 
8. S 
6.8 
0.0 

25.2 

10.5 
8.2 
7.1 
0.0 

25.8 

11.2 
8.7 
7.6 
0.0 

27.5 

11.4 
8.3 
7.7 
0.0 

27.4 

10.2 
7.9 
7.9 
0.0 

26.0 

6.5 
11.6 

5.6 
2.3 

26.0 

25.2 

23.2 
48.4 

73.6 
Y4 230 
Y4 020 

68.7 

33.8 
102.5 

128.3 
Y7 890 
Y7 200 

84.1 

38.1 
120.2 

147.7 
Y8 780 
Y8 380 

108.7 

42.0 
150.7 

176.1 
Y10 83O 
Y10 310 

123.6 

30.4 
154.0 

180.0 
Y11840 
Y12 990 

141.2 

25 .7 
166.9 

192.9 
Y13 3O0 
Y13 930 

7.5 
18.0 

3.5 
41.9 
24.4 

8.3 
17.9 

0.0 
45.6 
23.5 

7.9 
16.0 

0.0 
50.6 
28.1 

7.4 
17.8 

0.0 
55.4 
27.9 

7.7 
17.1 

3.1 
54.8 
26.0 

7.8 
19.5 

3.6 
54.6 
22.1 

95.3 95.3 104.6 108.5 108.7 106.4 

p « preliminary estimate. 



Table D-B 
Aids lo Japanese Coal Producen 
(Millions o( nominal U.S. Dollars) 

ssislance Category 
1982/83 

Fiscal Year* (1 April through 31 March of the fallowing year) 

1983/84 1984/85 1885/88 l l l« / t? m?/8Sp 

ASSISTANCE INCLUDED IN PSE CALCULATION 

I Direct financial aid to current production 
a) Grants for modernization of coal pits 
b) Grants for stabilising the coal industry 
c) Grants to safety measures 
d) Grants for paying off interest on loans 

Subtotal 

I Price Support 
e) Qn «ale» to electricity producers 

and non-ferrous industries 
f) On sales to iron and steel, coke and 

gas-coke producers 
Subtotal 

Total PSE 
Per metric ton produced 
Per metric ton sold 

ASSISTANCE NOT BENEFITING CURRENT PRODUCTION 

Regional economic development aid and worker retraining 
g) Regional economic development aid to coal mining 

districts 
h) Worker retraining 

i i Grants to offset costs of closing collieries 
j) Grants to help pay for subsidence damage 
k) Coat-related RfcD 

Total of Category II 

40 
34 
27 

0 
101 

44 
35 
30 
0 

109 

46 
36 
31 

0 
113 

52 
38 
35 

0 
124 

64 
49 
49 

0 
183 

45 
60 
39 
16 

179 

101 291 344 492 773 974 

93 
194 

295 
US$16.90 
US$16.10 

143 
434 

543 
US$32.50 
US$30.50 

148 
492 

605 
US$36.00 
US$34.30 

190 
682 

806 
US$49.00 
US$46.60 

190 
963 

1126 
US$74.10 
US$61.30 

177 
1151 

1 330 
US$93.10 
US$96.00 

30 
72 

14 
168 

98 

35 
76 

0 
193 

99 

32 
74 

0 
207 
115 

33 
81 

0 
251 
126 

48 
107 

19 
343 
163 

54 
134 

25 
378 
152 

382 403 428 491 660 743 

= preliminary estimate. 
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prices" (one each for coking and thermal coal), which are determined by 
MITI. upon the recommendations of the Coal Mining Council. In arriving at 
these index prices, the Council considers the cost of coal production and the 
prices of imported coals and other competing fuels. By mid-1986. the prices 
of both domestic coking coal and steam coal were almost three times the 
price of imported coal of equivalent quality. 

Under the Eighth Coal Policy plan, purchases of domestic coking coal will 
cease by the end of FY1991/92. The amounts to be taken by the steel 
industry in each year between FY1987/88 and FY1991/92 will be decided by 
negotiation with the domestic coal producers. The index price for coking 
coal (Yen 24 920 per metric ton) is to remain unchanged at its FY1986/87 
value throughout this period. Industrial thermal coal consumers, primarily 
the cement, chemical, and pulp and paper industries, which altogether 
purchased around 1.0 Mmt in FY198&. will also be expected to phase out 
their purchases of domestic coal by the end" of FY1991/92. 

By JFY 1991, therefore, the only significant consumers of Japanese coal will 
be electric power producers, who will still be expected to purchase around 
8.5 Mint per annum. 

NOTES TO TABLES D-7 AND D-8 (JAPAN) 

General Notes on Sources and Data 

For all the years except FY1987/88 (which are preliminary), figures on direct 
payments relate to actual government expenditures. These figures were 
provided to the IEA by the Japanese Government. 

Explanation of Individual Line Items 

(a) Grants for modernisation of coal pits. These grants are given 
generally to help improve the efficiency and general working 
conditions in remaining underground mines. 

(b) Grants for stabilizing the coal industry. These are intended to help 
stabilize individual coal mining companies' accounts, thereby 
smoothing contraction in the industry. 

(c) Grants to safety measures. These are given to mining companies to 
help finance safety improvements in underground mines. 


