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Introduction

The purpose of this new booklet is to provide information on the aids (grants and loans)
administered by the Community to improve socio-economic structures. It is also intended
as a pratical guide for potential recipients, as it explains how to identify the grants and loans
for which they could apply, and how to obtain more detailed information.

Because of this twofold purpose of providing general information and serving as a practical
guide, the booklet begins by giving a general survey of the Community’s financial
instruments for structural purposes, placing them in the context of the various Community
policies. This description, which indicates the links between the Community’s financial
instruments and its policies, is not a full, detailed analysis, which would be beyond the
scope of an information booklet.

Because the information given is in summary form and occasionally simplified, the reader is
warned not to jump to conclusions: before the reader is guided through the labyrinth of the
Community’s financial instruments for structural purposes, a word should be said about
certain simplifications.

It is customary and convenient to judge a policy solely from the viewpoint of budgetary or
financial considerations. Thus, a country’s defence policy is said to be important because
military expenditure accounts for x% of the national budget or y% of GDP; or appraisals
may be based only on percentage changes over time; or such figures may be used to make
comparisons between countries.

This is also true of Community policies. It is often said that the common agricultural
policy (CAP) swallows up almost two thirds of the Community budget, while the share
given to some other policy in the budget is derisory in comparison.

Things may be simplified even further. A given policy is regarded as being equivalent to
the financial instrument which, from this simplified viewpoint, best represents it. For
example, in order to compare the CAP with regional policy, the European Agricultural
Guidance and Guarantee Fund (EAGGF) is compared with the European Regional
Development Fund (ERDF). It is thus hardly surprising that, in the minds of many,
regional policy and the ERDF are, if not identical, at least largely the same.

Such simplifications are not only false, they are also dangerous since they lead to judgments
that are entirely mistaken. In the first place, it is a mistake to think that all measures
under a Community or national policy are necessarily reflected in the budget or in a
financial instrument. It would be equally erroneous to suppose that those measures which
do not incorporate outright expenditure or loans are less important. Tt is also incorrect to



suppose that a certain financial instrument, by virtue of its name or specific objectives, is
the only one serving those objectives. For example, in a given region, expenditure under
the EAGGF Guidance Section for improvements to agricultural structures, Social Fund
expenditure to upgrade labour skills and increase labour mobility and Community loans to
finance infrastructure projects and investments to produce goods and services may
contribute just as much to the development of that region as the aids granted under the
ERDF, sometimes even more. Conversely, financial aid operations whose specific
objective is the development of a region may play a vital part in the development,
modernization or restructuring of an economic sector or industry.

These articulations between the different categories of Community aids and loans and
between the financial instruments under which they are granted are only one of the many
aspects of the links between the various Community policies. The connections show that
the financial side is not always the most important aspect of the Community’s intervention.
For example, the Community rules governing State aids and the conduct of firms on the
market may, and frequently do, have far more significant effects on structural trends and
the development of certain sectors or regions than the Community’s grants and loans. In
addition, it would be impossible to grant such aids if there were no competition rules
imposing discipline on intervention by the Member States.

In those areas where the Community is empowered to regulate the organization of
markets, prices, and policy for and even the volume of certain types of production, its
measures have decisive consequences for structures, incomes and the level of employment,
quite independently of any budgetary implications: and these consequences far outweigh
the possible effects of Community grants and loans.

Lastly, in order to understand the importance of Community policies and the impact those
policies have through their financial instruments, it must always be remembered that the
Community’s aids are tied in with the Member State’s own financial aid operations, and
thus with national policies. Community measures may support, amplify or modify
national policies, or have only a marginal impact on them, but the effects of Community
policies can never be isolated from those of national policies.

The booklet is divided into three parts. Part 1 is the general survey of financial
instruments in the context of Community policies. Since the aim is to inform potential
recipients of Community grants and loans, only the structural instruments are discussed.
The largest share of budgetary expenditure, relating to agricultural prices and markets, is
therefore not dealt with. For reasons of space, the indirect measures under the EAGGF
Guidance Section, known as the socio-structural directives, have also been left aside,
although they are very important for agricultural social and structural policy. These
directives do not establish any direct financial link between the recipients and the
Community, since the Community aids are reimbursements to the Member States of
national aids granted pursuant to the directives.

Following the survey of the financial instruments, their objectives and their development in
Part 1, Part 2 gives a summary in tabular form of certain aspects of general interest,
designed to serve as an introduction for interested persons to the whole range of
Community aid schemes. The following aspects are described: scope of the instruments
(operations eligible, sectors covered and geographical scope); procedures for submitting
applications; and, briefly, payment procedures.
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After this introduction, potential recipients will find in Part 3 a detailed description of how
the aid facilities which are of most interest to them operate (criteria for eligibility and the
granting of applications, rates of aid, etc.).

This booklet does not claim to provide exhaustive information on all the technical aspects
of Community legislation: it simply gives the references, and the addresses from which
further information can be obtained.

( b
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Part 1: General survey of aid and loan instruments
in the context of Community policies

It is not possible in this booklet to analyse the Community policies which underlie the
Community’s many financial aid schemes, especially as all the policies are involved, since
they all have repercussions on social and economic structures. Each of the policies which
uses financial instruments pursues specific objectives. These are set out in Chapter 11, the
introduction to the various instruments. In addition to these specific objectives, there are
general objectives common to all policies which explain why the Community now uses an
increasingly broad range of intervention measures. These general objectives and their
links with the structural grants and loans are described in Chapter L.

Chapter I — General objectives and financial aid operations

The essential objective of the Community is the constant improvement of the living and
working conditions of the peoples of Europe, founded on the solidarity and integration of
their economies. The two principal means to this end have been the establishment of a
single market (the common market) and the development of a common agricultural policy
(the CAP).

The purpose of the single market, which is governed by competition rules established by
common agreement and is surrounded by a common external tariff, is to ensure the free
movement of goods, services and persons and thereby secure for productive activities and
workers the benefits of a vast market on a continental scale, with a dynamic momentum in
trade, growth and development.

Similarly, the free movement of farm products under the CAP — based on the three
inseparable principles of market unity, Community preference and financial solidarity —
should make it possible to attain at the same time the many objectives of agricultural
policy, including better distribution of production in order to achieve balanced develop-
ment of agricultural structures in all parts and regions of the Community.

Despite the general level of prosperity reached at the beginning of the 1970s, it has become
apparent that these means have not enabled all the regions and sectors of the Community
to benefit to the same extent from the process of economic integration and the setting-up of
this vast market, even though the Member States have made considerable efforts to modify
their own regional and sectoral structures.



It has also been realized that national efforts to effect structural changes frequently cancel
each other out or pull in opposite directions, because they are planned and carried out in a
national context and are therefore on too small a scale. This further accentuates the
imbalances within the Community, making certain problems even more difficult to solve
and jeopardizing the functioning of the common market.

Apart from the Community dimension to the problem and the need to take action in a
Community-wide context in order to obtain more balanced structural development and
economies of scale, there is the fact that certain structural imbalances are brought about by
Community policies. Faced with such problems — the worsening of existing imbalances
or the emergence of new imbalances — the Community must shoulder its own political
responsibilities and take steps to remedy them. Its responsibilities are all the greater in
that failure to act by the Community could bring to a standstill the policies which gave rise
to the difficulties. It would, for example, be difficult to pursue the common commercial
policy or the policy of aid to developing countries at the expense of the most vulnerable
industries and the least-favoured regions of the Community itself in the absence of
countervailing Community measures.

The part played by the Community in international affairs and world trade as a factor for
peace and stability, through its action in favour of the less advanced countries and the
immense market it affords them, is now of paramount importance not only for those
countries but for the Community itself. The Community countries do not have vast
reserves of raw materials. Our economy functions as a huge processing workshop. We
import raw materials and we export goods and services with added value. Our standard of
living, our very survival, depend on that added value. A quarter of the Community’s
gross domestic product (GDP) derives from its external trade. It is a matter of vital
necessity to the Community to secure stable sources of supply and keep its external markets
open, while at the same time contributing to the development of needy non-member
countries and maintaining the freedom of world trade. The negotiating power of the
Community authorities, while greater than that of each individual Member State,
nevertheless depends on the Community’s internal cohesion and hence on its ability to
overcome its own structural problems.

Economic integration is a dynamic process. Not only can it not be halted — or its
achievements would be lost — but it must be constantly reinforced and must go beyond the
stage of a single market and a few common policies. In 1972, the Heads of State or
Government of the Community decided to step up the process of integration: they set their
sights on economic and monetary union (EMU). And they had in mind all the progress
that still had to be achieved in this direction when they laid the foundations for the
Community’s regional policy by setting up the European Regional Development Fund
(ERDF) a few years later.

For progress towards EMU imposes additional constraints on the Member States in the
conduct of their economic and monetary policies and at the same time requires a greater
effort to reduce the most serious structural imbalances. When the European Monetary
System (EMS) was set up to achieve greater stability in exchange rates, the Community
recognized that the burden was particularly heavy for the less prosperous countries and that
this called for an even greater effort of Community solidarity on their behalf. For these
reasons, a new financial instrument, the EMS interest-rate subsidies on Community loans,
came into being.
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Some of the aid and loan instruments date back to the drafting of the Treaties — the ECSC
facilities, the European Investment Bank (EIB) and the European Social Fund
(ESF). But it was not until the 1970s, and more especially from 1975 onwards, that these
were expanded and diversified, and — the ERDF, the New Community borrowing and
lending Instrument (NCI) and the EMS interest-rate subsidies — were established. This
means that most structural measures are still in the early stages, in terms of the often
considerable length of time it takes to bring about any change in social and economic
structures. What is more, the beginnings of very many of these measures coincided with
the start of the present economic crisis.

The economic crisis — with its effects on balance-of-payments deficits and attendant high
rates of inflation, slowdown of investment, high interest rates, lower levels of employment,
unemployment, our economy’s loss of competitiveness in many important sectors and
rising energy costs — has confronted the Community with new constraints and new
challenges. The fact that these constraints are of external origin, the global scale of the
changes in progress and the technological revolution, particularly in information and
communications, mean that no Member State can confront the situation and take the
necessary action on its own. If we pool and coordinate our efforts, on the other hand,
expand the Community’s resources and make more efficient use of them and establish new
Community policies, we would have the opportunity of reinforcing the integration and
development of the Community.

The Community’s responsibility in the face of mounting unemployment and the enlarge-
ment of the Community to 12 Member States will occasion further new departures for its
financial instruments for structural purposes.

It would, however, be a mistake to assume that new Community policies will necessarily
entail, in each case, intervention in the form of Community aids and loans. In many
cases, it is enough that the Community, through the processes of coordination, consulta-
tion, legislation, overall supervision and information, should create the necessary
conditions for firms or public authorities to take the appropriate measures and assume their
full responsibilities. Since budgetary resources are limited, financial intervention by the
Community for structural purposes can be justified only where at least one of the following
criteria is fulfilled: the action proposed is the Community’s responsibility and therefore
cannot be undertaken by the Member States; it is necessary in order to ensure the proper
functioning of the single market; it is necessary for the Community’s internal cohesion and
in order to secure its power of negotiation with other countries; it is a response to a
problem which is so widespread or serious as to have an impact on the whole Community
and which can be resolved more effectively at Community level; or the action will make a
significant contribution to the process of integration, over and above its specific objectives.

Chapter II — The financial instruments for structural purposes

These are: the Guidance Section of the European Agricultural Guidance and Guarantee
Fund (EAGGF Guidance), the European Social Fund (ESF), the European Regional
Development Fund (ERDF), the European Coal and Steel Community (ECSC) grants and
loans, the European Investment Bank (EIB), the New Community borrowing and lending
Instrument (NCI), the Euratom loans, the European Monetary System (EMS) interest-rate
subsidies, and the specific measures for the energy sector.
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These instruments are complex: most of them cover a range of measures or of aid and loan
schemes, each of which has its own particular characteristics and specific purposes. In
principle, the three major Funds (EAGGF Guidance, ESF and ERDF) are the main
instruments for different structural policies (policy for agricultural structures, social and
employment policy and regional policy), but in fact they may serve a number of policies at
once, without departing from their own specific objectives. This is true of most of the
other instruments, and it explains why it was possible to demonstrate in the preceding
chapter how they dovetail with the broad objectives of all the Community policies.

The following tables show at a glance how each instrument may be used in connection with
a number of policies, and how each policy may call on several instruments. The pluralist
nature of the financial instruments shows how Community measures may complement each
other and how they may overlap. This makes it easier to understand how, by coordinating
their application, the combined impact of the financial instruments can be enhanced. It
must not be forgotten, however, that the various instruments came into being at different
times, as the policies for which they were specifically designed were developed, and have
different procedures and in some cases different institutional aspects. They therefore
have certain inflexible and specific characteristics which limit — to a great extent in some
cases — the scope for coordinating them in the field.

After the tables, the next section in this chapter is devoted to the origins, salient features
and most significant developments of each instrument. This is a general introduction as
part of the general survey of the financial instruments and does not go into details. The
detailed descriptions are given in Parts 2 and 3.

Financial instruments applied
under...

Structural policies

1. European Agricultural Guidance

12

and Guarantee Fund — Guidance
Section (EAGGF Guidance)
(grants)

. European Social Fund (ESF)

(grants)

. European Regional Development

Fund (ERDF)
(grants)

ECSC instruments
(loans and grants)

. Euratom loans

(loans)

Policy on agricultural structures and fisheries
policy applied to a large extent in conjunction
with regional policy

Social and employment policies applied in
conjunction with regional policy, industrial
restructuring and conversion policy and the
policy on agricultural structures

Regional policy applied in conjunction with
all Community policies operating in the
development regions

Coal policy applied within the framework of
energy policy

Steel policy

ECSC social and employment policies
Industrial conversion policy

Creation of alternative employment in con-
junction with regional policy

Nuclear energy policy applied in close con-
junction with EIB loans



6. European Investment Bank (EIB)
(loans and guarantees)

7. New Community Instrument (NCI)
(loans)

8. EMS interest-rate subsidies
(interest relief grants on EIB and
NCI loans)

Structural policies and...

1. Social and employment policies

2. Policy for restoring economic
growth and employment

3. Energy policy

3.1. Nuclear energy policy
3.2. Coal policy

4. Policy on agricultural structures
5. Regional policy

6. Policy on major transport infra-
structures

Regional policy

Sectoral restructuring policies including
restructuring in the steel industry

Industrial conversion policy applied in con-
junction with regional policy and sectoral
restructuring

Energy policy

Policy on major transport infrastructures
applied in conjunction with regional policy
Policy on agricultural structures, farming
infrastructure and investment in the agri-food
industry in conjunction with regional policy
Policy for restoring economic growth and
employment policy applied in close conjunc-
tion with EIB loans

Points of emphasis:

Energy policy

Regional policy

Industrial restructuring and conversion policy
Strengthening the economies of the less
prosperous countries

Essentially infrastructure projects and
applied in conjunction with regional policy

Possible combinations' of financial
instruments

ECSC instruments for ECSC workers,
EAGGF Guidance for farmers and farm
workers, and ESF for all sectors

NCI, EIB, EAGGF Guidance, ESF,
interest-rate subsidies and ECSC instruments
EIB, NCI, Euratom loans, ERDF, EMS
interest-rate subsidies, specific measures
idem

ECSC loans and grants, EIB, NCI, ERDF,
EMS interest-rate subsidies

EAGGF Guidance, EIB, NCI, ERDF, EMS
interest-rate subsidies

ERDF, EIB, NCI, EMS interest-rate sub-
sidies, EAGGF Guidance for agricultural
structures, and ESF for workers

EIB, NCI, ERDF, EMS interest-rate sub-
sidies

! The possible combinations do, of course, depend on the characteristics of each operation and on project location, since each instrument has
its own specific features. scope and operational rules. In addition, the procedures vary widely. Such combinations do not necessarily
mean that two or more instruments are used for the same investment project, although cumulative aid and co-financing are often possible,
but rather that they are used to finance separate but complementary ventures and projects in one and the same region, whether or not under
different Community policies. Allowing for national aid measures and the resources available to investors, there is no Community region
in need of assistance where two or three financial instruments could not be deployed in combination.
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7. Industrial restructuring and conver- EIB, NCI, ERDF, EMS interest-rate sub-

sion policy sidies, and ESF for social aspects
7.1 in the coal industry and in coal- ECSC instruments, EIB, NCI, ERDF, EMS
mining areas interest-rate subsidies
7.2 in the steel industry and in steel- idem
producing areas
8. Strengthening the economies of the Interest-rate subsidies on EIB and NCI
less prosperous countries participat- loans, and all other instruments

ing in the EMS

General presentation of financial instruments
A. EAGGF Guidance Section

The common agricultural policy (CAP) is based on three inseparable principles (Commun-
ity preference, market organization with common prices, solidarity in bearing the financial
cost of the policy) which make possible the free trading of agricultural products.

Financial solidarity amongst the Member States takes the form of the European
Agricultural Guidance and Guarantee Fund (EAGGF), which was set up in 1962 and
consists of two sections:

(1) the Guarantee Section, which deals with the expenditure required for the operation of
markets and the guaranteeing of prices;

(2) the Guidance Section, which came into being in 1964 and deals mainly with socio-
structural measures in the agricultural sector.

The Guarantee Section developed apace and eventually accounted for 75% of the
Community budget. In recent years, steps have been taken to reduce this percentage,
with the introduction of a more cautious price policy, the adoption of economy measures
and greater emphasis on structural improvements. Guarantee Section expenditure is now
growing at a slower rate than budget expenditure as a whole. Expenditure on markets still
represents, however, about two-thirds of the entire budget.

Although the Guarantee Section is so important and although agricultural incomes and
structures are undeniably affected by the fixing of prices and the resulting expenditure, we
shall not discuss this Section here since the expenditure goes directly on markets.

By comparison, the Guidance Section was slow to start and to develop, although it has
expanded more rapidly in recent years. From initial appropriations of 50 million u.a. in
1964, the Section’s budget has grown to some 628 million ECU in 1980. This represents
slightly more than 50% of the ERDF budget but only about 10% of Guarantee Section
expenditure. Any increases in the appropriations made available to the Guidance Section
are now subject to the overall financial limit set for a five-year period. For 1980-84, this
limit stands at 3 755 million ECU.

Although the Guidance Section commands only modest resources, it covers a considerable
range of activities and types of aid.! Without going into a detailed analysis of all the
various types of Community aid, one could place them in five main categories to illustrate
the main features of the policy on agricultural structures.

! There are more than 30 types of aid (cf. Table I in Part 3).
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These categories are as follows:’ individual projects or direct measures (aid granted to
individual investors); socio-structural directives; special programmes for certain less-
favoured regions; special sectoral measures (mostly connected with the organization of the
market); integrated development programmes. The last four categories may also be
described as ‘indirect measures” since Community assistance takes the form of the
reimbursement of national aid or expenditure.

In all these categories, without exception, Community aid is linked with national aid.
From the legal and financial point of view, moreover, such aid is a ‘common measure’
(Community/Member State) within the meaning of the Community rules. From one
category to another, however, the link between the Community and the national aid varies
greatly, so that the financial instrument may play a very different role in each case.

In the ‘individual projects’ category, the contribution required from the Member State is
minimal (although it varies according to the type of measure concerned). Under the
Community rules, however, the Member States have considerable freedom in the
organization of national aid. The Community aid is intended to provide an incentive to
individual investors. This is why, in Parts 2 and 3, only this category of Community
investment aid receives detailed treatment.

One important development should be mentioned in connection with ‘individual projects’.
Under the original system (Regulation No 17/64, which for many years was the sole
legislative text governing aid from the EAGGF Guidance Section, is no longer in force),
Community aid was granted on a project-by-project basis, but under subsequent schemes,
particularly that established by Regulation No 355/77 (processing and marketing of
agricultural products), the Member States are obliged to draw up national or regional
programmes for the sector concerned, as a framework for the individual projects to be
jointly financed by the Community and the Member State. Another significant develop-
ment took place in 1977 when, to take account of particular regional circumstances, higher
rates of aid and more favourable terms were introduced for certain agricultural regions.

The main feature of the special sectoral measures is that national aid schemes must (or in
some cases, may) be introduced in respect of certain well-defined sectoral activities (e.g.
organization of the marketing of agricultural products). The rate of reimbursement from
the Community is appreciably higher than usual (as a rule, 50% instead of 25%). Thus, a
Community financial instrument is used to constrain, or at least encourage, the Member
States to take certain measures, and in return the Community bears a very substantial share
of the expenditure. One exception should be mentioned, however. The Community
bears the entire cost (60% through the Guarantee Section and 40% through the Guidance
Section of the EAGGF) of measures for the conversion of small dairy farms (premiums for
the non-marketing of milk or milk products) and for the conversion of dairy herds to beef
production.

The 1972 socio-structural directives form the backbone of the policy on farm structures and
should constitute the basis for any measures taken under this policy. The sectoral
measures mentioned above, and in particular those designed to rationalize the initial
marketing of agricultural products (through producer groups and associations thereof), are

! Certain types fall into scveral categories. since they combine various kinds of measure.
2 Certain indirect measures also include direct aid. This fact has not becn taken into account. to keep the classification as simple as
possible.
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concerned with the links between the farm and the market, whereas Regulation No 355/77
on the processing and marketing of agricultural products (alredy mentioned in connection
with ‘individual projects’) is concerned with the links between the market and the
processors and wholesalers, and further down the line, the retailers and consumers. Thus,
although the aid granted through the EAGGF Guidance Section seems like a jigsaw puzzle
of different measures adopted in no particular order and at various dates, there is
nevertheless a general theme, the continuity of which derives from an overall concept of
how the agricultural sector should develop.

The structural policy is based on three directives: Directive 72/159 on the modernization of
farms; Directive 72/160 on the cessation of farming and the reallocation of the farmland
thus released; Directive 72/161 on the provision of socio-economic guidance and
occupational training for persons engaged in agriculture.

The most important aspect of these directives is legislative rather than financial. The
directives introduce aid schemes which the Member States are obliged to incorporate into
their national legislation. At the same time, the directives regulate the other forms of
national investment aid for farming, particularly aid for farms which do not fulfil the
conditions to qualify for the selective aid schemes introduced by the directives.

The farmers themselves, who are the actual recipients of the aid, are less interested in the
Community legislation than in the national laws adopted to implement the directives. These
laws are much more complicated and elaborate. That is why the directives are not dealt
with in Parts 2 and 3.

A fourth directive, Directive 75/268 on hill farming in certain less-favoured areas, was
adopted in 1975. This directive introduced a system of aid for agricultural incomes and
made more flexible the conditions of which farmers could qualify for aid to modernize their
holdings. The aid to incomes is intended to offset the natural handicaps which beset a
large number of agricultural areas. The aim is also to ensure that farming activities are
continued in areas where there is little or no alternative employment outside the
agricultural sector, with a view to protecting the environment and keeping the countryside
in good heart. The introduction of aid schemes is not obligatory, however, and the
Member States have been given wide latitude as to the level of the aid to incomes, although
the less prosperous Member States will have a higher proportion of their expenditure
reimbursed by the Community. The adoption of legislative measures at national and
regional levels took longer than expected, so that the directives were implemented at a time
of economic crisis. It was therefore much more difficult to create, in the regions
concerned, a sufficient number of non-agricultural jobs for the labour force which became
available as a result of the measures to increase farm productivity.

The provisions of the directives were made more flexible and adjusted so that it became
easier for a large number of farms to qualify for aid and so that account could be taken of
the particularly difficult circumstances obtaining in some countries and regions.

Experience has shown, however, that this policy cannot be implemented in all regions.

The special programmes for certain less-favoured regions represent a first attempt to
overcome this problem. One feature common to all these special programmes is that they
are largely concerned with creating the basic infrastructure without which the moderniz-
ation of farms would be difficult or impossible. The Member States are obliged to submit
such programmes. The Community reimburses a substantial part of the investment costs
(50% in most cases). These measures, which were introduced in 1978, fill a real gap, for
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when Regulation No 17/64 ceased to apply, there were no longer any arrangements
whereby the EAGGF Guidance Section could grant assistance towards the provision of the
basic infrastructures for agricultural development. The regional nature of these program-
mes and the involvement of other regional development instruments (ERDF, EIB and
NCI) in the financing of certain infrastructure projects provide a perfect illustration of the
links between different policies and different financing instruments.

This also shows how advantageous it can be to adopt an integrated approach to regional
development problems, taking action under several policies at the same time and
coordinating more closely (indeed combining) the use of several financial instruments.

The integrated development programmes also stem from the idea that an integrated
approach to the development of certain areas and regions is needed. In some places, for a
variety of reasons, it is difficult to improve or to modernize agriculture, or to develop any
other economic activity, with the result that no progress whatever can be made. In such
cases, an attempt is made to mount an integrated and simultaneous attack on all the area’s
problems, agricultural and non-agricultural, so as to mobilize and make combined use of all
local resources. The EAGGF Guidance Section provides assistance for the agricultural
parts of the integrated development programme, but the conditions are easier to satisfy and
the rates of reimbursement are higher than they would be otherwise. The Member State
may also call on other Community financial instruments for the non-agricultural parts of
the programme.

Three integrated development programmes are shortly to be implemented on an
experimental basis, the Council having decided in 1981 to put the Commission proposal to
the test. The integrated approach to the development of certain regions could be
extended, since the Commission stated in its Report on the Mandate of 30 May 1980 that it
planned to use such an approach for the development of the Mediterranean regions of the
Community.

B. European Social Fund (ESF)

The Social Fund is one of the financial instruments set up by the EEC Treaty, which defines
its task, the type of aid to be granted and the Fund’s contribution (Articles 123 to 125). It
was established to improve employment opportunities for workers in the common market
and to contribute thereby to raising the standard of living; and its specific task was defined
as rendering the employment of workers easier and increasing their geographical and
occupational mobility. This was a logical corollary to the creation of a vast single market,
which would necessarily involve adjustments following a reallocation of the factors of
production.

The Fund started off under a series of constraints. The rules were that the Fund was to
reimburse 50% of the expenditure incurred by a Member State or body governed by public
law in providing vocational retraining and resettlement allowances for workers who were
obliged to change jobs following the conversion of undertakings; only expenditure incurred
in respect of unemployed workers was eligible; and reimbursement could not take place
until the workers had been back in employment for at least six months. Consequently, the
Fund had no impact on national employment policies. At its inception in 1962, it had
been decided to administer the ESF as an equalization fund with quotas providing
redistribution limited to two countries—Italy and the Netherlands—selected on the basis of
the situation on the labour market at a given moment; and its endowment was very modest.
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Between 1962 and 1971, approximately 260 million units of account were granted in aid;
after it was reformed in 1971, the new Fund disbursed more than 440 million units of
account in its first two years of operation.

With the reform of 1971, all of these provisions were substantially amended: the Social
Fund was given its present structure and entirely new tasks. It was divided into two
sections: one section operates in response to developments in the employment situation in
the Community, and the other section is used as an arm against long-term structural
unemployment and underemployment. These two areas of intervention are defined in
Articles 4 and 5 of Council Decision 71/66/EEC of 1971.

The Social Fund can take action when the employment situation is or looks likely to be
affected by Community policies and measures, or when it calls for specific joint action by
the Member States and the Community to improve the balance of supply and demand on
the labour market. The purpose is to evolve joint approaches to attack employment
imbalances affecting the entire Community. The function of the Fund is to guide and
even coordinate national employment policies and it may even stimulate new national
measures.

This section of the Social Fund, then, covers measures for the benefit of workers in certain
branches—farm workers who wish to leave agriculture or to learn another trade while
remaining on the land (the Fund operates here in liaison with policy on agricultural
structures) or textile workers (the link here is with restructuring and conversion in the
textile industry)—or for the benefit of categories of workers facing specific difficulties or
problems on the employment market, at present young people, women and migrant
workers. The measures may apply for a stated period, perhaps two or three years, or for
an indefinite period. Each measure is introduced in response to changes in the
employment situation, and is aimed at a specific problem; the arrangements are tailored
accordingly. Pride of place is given to young people.

The measures to combat structural unemployment and underemployment, on the other
hand, are explicitly for the longer term. They are deployed in areas covered by
permanent policies of the Member States: the attack on the serious and prolonged
imbalance of employment in underdeveloped regions and those whose mainstay industry is
in decline; upgrading labour skills to keep pace with technical advances; the restructuring
or conversion of groups of undertakings; and the integration or reintegration of disabled
people in paid employment. Of these four areas of operation, the problem of the regions
is the prime target.

The principal role of this section of the Social Fund is to support national employment
policies, but it can do more: sometimes the Fund makes it possible to carry out operations
which would not otherwise get off the ground at all, either owing to lack of resources (in
some countries or regions) or because certain initiatives in favour of certain types of
operation would not come to fruition.

Social Fund aid consists of a contribution, generally of 50%, towards expenditure incurred
by Member States in providing vocational training for workers. Now, the promoter or
person responsible for the operation may be a body governed by private law (e.g. an
association or an undertaking), and in this case the Fund’s contribution matches that of the
Member State.
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The aids cover a very wide variety of expendiiure that can include the cost of preparing,
operating and administering training courses, including instructor training; the cost of
attending training courses, including allowances for trainees; assistance towards the
removal expenses of workers and their families; aid to help workers and their families to
settle into a new environment and a new job; aid to adapt work areas for disabled people
and for the training or retraining of the disabled.

In addition to the aids provided for in Articles 4 and 5 of the 1971 Decision, the Fund may
also use its resources to finance preparatory studies and pilot schemes. The aim of the
studies and pilot schemes must be to arrive at an informed choice of new areas of Fund
intervention and to enable Member States and those responsible for operations to select
the most effective types of aid and to arrange for its optimum use. Pilot schemes have
given rise, for instance, to integrated operations at a subregional level for stimulating
indigenous development potential.

Compared with the inadequacies of the original Social Fund, all these provisions of the
1971 reform opened up the Fund in ways that subsequently proved their worth. First,
there was now wider scope for using the Fund in new areas of intervention in response to
Community policies (see Article 4 of the Decision). Secondly, the Fund now had a much
larger regional policy dimension, in its measures to combat structural employment
imbalances in underdeveloped regions. And it is striking how relevant the 1971 reform is
to the specific problems of the employment market today, with its explicit references to
youth and female unemployment and the need to adapt labour skills to technical progress.

Nevertheless, despite the reforms of 1971, the scope for coordinating national policies was
still too limited. The Social Fund was again recast in 1977, in response to the serious
deterioration in the employment situation, especially for young people and women, and in
recognition of the fact that Fund assistance was too thinly spread.

The 1977 reform allows Social Fund aid to be concentrated in regions and countries where
employment problems are the most pressing and the economic resources to contend with
them are the most limited; new types of aid were brought in that allow the Social Fund to
contribute to job creation measures; and guidelines for administering the Fund were
introduced that spell out the priorities in each area of intervention.

There is a range of provisions for focusing financial aid on the regions where employment
problems are the most serious. Of the Fund’s resources, 50% is now set aside for projects
financed under Article 5 to alleviate employment problems in less favoured Community
regions. Generally speaking, those regions already receive Regional Fund aid. The rate
of contribution is increased by 10% in the priority regions — Greenland, the French
overseas departments, Ireland, Northern Ireland, the Mezzogiorno and Greece.

The new types of aid from the Social Fund are assistance for the recruitment of young
people under 25 years of age and for the creation of additional jobs which fulfil a public
need.

The Commission now draws up guidelines for the administration of the Fund for the
following three years. These guidelines are revised every year in the light of the economic
and social situation in the Community, and are used to assign an order of priority to the
grant applications. If the appropriations available do not cover all the applications
received, weighted reductions can be made on the basis of selection criteria and per capita
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GDP. This method takes account of the unemployment situation and of the economic
resources available to Member States for correcting it.

It should be noted also that in recent years the Fund’s endowment has been considerably
increased. In 1973 approximately 170 million ECU were committed ; the 1980 figure will
be more than 1 000 million ECU. What is more, as demonstrated in Chapter I, the Social
Fund is not the only Community instrument that can be used for employment policy
measures.

But the provisions still leave the main responsibility for employment policy in the hands of
the Member States. As the employment situation grows steadily worse, so Community
solidarity must be stronger than ever.

The Commission’s views, as expressed in the May Mandate Report, on a change of course
for the Social Fund are founded on this need: the Fund, operating in conjunction with the
other Community financial instruments, must henceforth give priority to job creation. A
special effort will have to be made in those regions with more than their share of declining
traditional industry. The Social Fund must be endowed with the necessary resources to
ensure that adequate training is available when it is needed to provide workers with the
skills for the jobs that will be created by developing new growth areas and harnessing local
economic potential.

C. The European Regional Development Fund (ERDF)

Dating from 1975, the Regional Fund is of more recent foundation than the two
instruments we have just described, but it has already grown apace. The Fund was set up
to help reduce regional disparities in the Community by subsidizing investments in
infrastructures and production (goods and services). Projects must be located in the areas
and regions eligible for regional aid under the Member States’ national schemes; the
investments must be wholly or partly financed by the State; each Member State can apply
for grants up to a given percentage (its quota) of the Fund’s resources; and the amount
obtained can either be passed direct to the investor as a supplement to national aid or, at
the Member State’s discretion, be applied to other investments. All these limitations and
close links between Fund aid and national regional policies might suggest that the Fund’s
role is simply to support these policies.

Although this would not be entirely wrong, it is not the whole story. One of the most
important rules in the Regulation governing the Fund is that Community aid can be granted
only for projects covered by a regional development programme. This has spurred the
Member States to draw up programmes according to the pattern prescribed by the
Regional Policy Committee. ' Like the Community’s policy on agricultural structures, the
Fund thus seeks to do more than merely support national policies: it influences these
policies directly by bringing them within a coherent framework. Gradually, as the
regional development programmes are refined and particularized through the compulsory
annual updating, the foundations will be laid for coordinating regional policies within the
Community. Coordination is still in the very early stages, for it has taken several years to

! A committee of senior civil servants responsible for regional policies in the Member States and at the Commission. It advises the
Commission and the Council as a coordinating body.
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draft the first set of programmes; the concern at present is to make them easier to compare
and to incorporate the consideration of the regional effects of other structural policies, both
national and Community.

The rules of the Fund were substantially amended in 1979 in the light of experience, and
the Fund’s endowment was substantially increased: financial commitments amounted to
over 1 100 million ECU in 1980 compared with 250 million ECU in 1975. Three of the
most important changes to the rules were:

(i) the rates of aid' were increased, in certain circumstances, for infrastructure
investment projects : this is an important change, because these are the investments
for which some of the Member States allow the Community grant to be passed direct
to the investor;

(i1) the Commission was empowered to determine regional policy priorities on the basis of
the regional development programmes : this is the first step towards coordinating
regional policies in the Community;

(iii) the non-quota section of the Regional Fund, distinct from the quota section, was
established.

The non-quota section of the Fund is not apportioned in advance and is not contingent
upon national policy. It is used to carry out specific Community measures in conjunction
with the Community’s other policies, either to enhance the latter’s impact in certain
regions, or so as to forestall their side-effects. The type of aid, the arrangements, the
period covered and the areas and regions concerned are defined separately for each
measure.

These specific measures also contribute to the coordination of national regional policies,
but with a more marked emphasis on strengthening them, encouraging new departures and
influencing their direction. The first five measures of this type were adopted in
1980. They are intended to neutralize the adverse effects of the enlargement of the
Community on certain regions, or to back up Community policies on steel, shipbuilding
and energy. The south of Italy and certain regions of France, Belgium and the United
Kingdom are to benefit. Special support will also be given to the border areas of Ireland
and Northern Ireland, which are among the poorest in the Community.

The measures introduce a new element into national policies: aid schemes cofinanced by
the Community and the Member State.

A financial instrument with its changes over the years is therefore engendering a fully-
fledged Community regional policy. But it would be incorrect to regard the Regional
Fund as the only financial instrument serving this policy. As well as the instruments with a
very strong regional impact described in the previous chapters, there are also the
Community loans granted by the EIB and the integrated operations — experiments in
coordinating action under more than one instrument.

Integrated operations consist of a coherent set of measures and public and private
investment projects in a limited geographical area, carried out by collaboration between

! The usual rate of aid for infrastructure projects varies from 10% to 30% of the cost of the investment, although in certain circumstances
a rate of up to 40% may be applied.
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the national and local authorities in the Member States and the Community, using its
financial instruments. The idea is to make Community intervention more decisive and
more efficient by coordinating the deployment of expanded financial resources in the
interests of one locality. This concentration of financial resources should make possible
some projects that would not otherwise have been carried out, and expedite others that
would have taken much longer to get started. It is hoped that the economic value of
applying funds from several sources in combination will be greater than the sum of the
results of applying them separately. The first two integrated operations are now under
way in Naples and Belfast.

The guidelines in the Commission’s Report on the Mandate of 30 May 1980 include a
general overhaul of the Regional Fund, to make it even more efficient and effective. It is
expected that the present quota section of the Fund will be adapted to concentrate its
resources on even narrower targets. A much larger share of resources would be devoted
to the non-quota section, and channelled increasingly to the Community regions hardest hit
by urgent and serious problems of industrial decline.

D. Financial aid measures by the European Coal and Steel Community (ECSC)

The ECSC was set up in 1951 by the Treaty of Paris. The driving purpose at the time was
to preserve peace in post-war Europe, but in fact the event marked the founding of a
common market in coal and steel, and the new Community was accordingly given
substantial powers of market control, in particular as regards rationalization and
redeployment in the coal and steel industries. Article 2 of the Treaty of Paris states that
the ECSC ‘shall progressively bring about conditions which will of themselves ensure the
most rational distribution of production at the highest possible level of productivity, while
safeguarding continuity of employment and taking care not to provoke fundamental and
persistent disturbances in the economies of Member States’.

The financial instruments of the ECSC make up a coherent system of loans and grants to
facilitate and support development, modernization and the harmonious and continuous
adaptation of the production apparatus in a sector where investment is costly and where
decisions by producers in a market economy have considerable social and job consequences
for workers. The system of loans and grants is as follows:

(i) Loans are granted under Article 54 of the ECSC Treaty towards investment
programmes in the coal and steel sector and also in sectors upstream (the supply of
raw materials) and downstream (marketing of products). These supplementary
financing facilities are usually granted out of funds borrowed, which are then onlent at
the same rate; ' their role was very important during the period of expansion of the
coal and steel sector.

(ii) Social aid under Article 56 (2) (b) of the ECSC Treaty consists of non-repayable aid to
workers (granted on the condition that the Member States contribute at least as much
as the Community) in the form of tideover allowances and the financing of retraining
for workers seeking alternative employment; wage supplements for workers earning

I The Commission also, under certain conditions, grants aid in the form of interest-rate subsidies on loans under Article 54 of the ECSC
Treaty for certain investments (environmental and health protection, research centres and vocational training centres). The totals
have not been large.
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less after a change of job; and allowances to enable firms to continue paying workers
temporarily laid off as a result of a change in the firm’s activity.

These Community aids for workers are an incentive to Member States to introduce
similar aids; the aids are combined and are additional to national social security
schemes.

(iii) Loans at subsidized rates of interest are granted for investment in conversion projects
that will create new jobs for ECSC workers made redundant because of restructuring
in coal or steel firms (Article 56 (2) (a) ECSC). The new jobs may be either in ECSC
firms or in another sector.

These subsidized conversion loans encourage job-creating investments in other
sectors, and help to ensure that former coal and steel workers are given priority when
the new jobs are filled.

(iv) Loans at a symbolic interest rate of 1% are granted for public-sector housing for coal
and steel workers. These loans are intended to be combined with other sources of
financing to reduce interest costs and thus the cost of providing housing, and so to
encourage a skilled labour-force to settle.

All these loans and grants—which are additional to national schemes—worked very
satisfactorily for more than 20 years while the coal and steel sector had a healthy
momentum and the rate of economic growth made it fairly easy to create new or alternative
jobs.

But things are now very different. In a world of far-reaching economic change, the need
now is to restore the coal and steel industries to competitiveness and profitability, not only
so that the Community can be sure of having a modern production too that endures, but
also so that as many jobs as possible can be maintained.

Community policy has swung to meet the new situation, and the changes affect the ECSC
financial instruments in three main ways: conversion measures have been stepped up;
social aid has been expanded and diversified; and specific measures have been taken to
restructure the steel.industry.

(i) Conversion measures have been stepped up as follows:

— conversion investments are now given priority over restructuring investments when
budget resources for interest subsidies on ECSC loans are allocated;

— the criteria for granting subsidized loans for conversion investments have been
revised, with more generous financing and more flexible arrangements to enable
smaller firms to obtain subsidized loans under the global loans granted through
local financial agencies.

(ii) The social aid provided for in Article 56 of the ECSC Treaty has been expanded in the
past few years: expenditure on this form of aid is now several times as large as that on
interest-rate subsidies on ECSC industrial investments. And it has been diversified:
for example, the Commission now contributes, under the arrangements for the
tideover allowances, to financing early retirement for older workers, and pays
compensation for workers on short time as a means of spreading restructuring
operations over a longer period.

(iii) The specific measures to restructure the steel industry are not primarily a matter of
Community financial assistance. They are a complex set of measures covering:
internal Community aspects (minimum prices and guidance prices, production
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schedules based on quarterly forward programmes); external trade policy aspects
(agreements for the voluntary limitation of sales in the Community by non-member
countries and price levels); general medium-term objectives to balance steel supply
and demand; and controls over State aids so that steel firms use them for restructuring
operations that do not erase the effects of all the other measures.

Restructuring is planned and carried out by the firms, sometimes in conjunction with the
authorities. The Commission’s role is to see that these plans are consistent with the
general objectives, and to ensure overall coherence.

With this approach to restructuring, Article 54 ECSC loans could no longer be used simply
as financing facilities for steel firms. First, the loans must not be used for investments that
could compromise restructuring — in other words, loans are no longer granted for projects
that would increase the Community’s total steel production capacity. Secondly, the
investments that contribute most to restructuring must be encouraged. That is why the
Commission has decided to grant interest-rate subsidies on certain Article 54 loans,
selected on the basis of its own published criteria. The interest-rate subsidies, in
combination with the opinions the Commission delivers on all important investments in the
steel industry, are therefore now used to guide and even encourage restructuring.

This new function of a financial instrument as exercised in the steel industry has a meaning
only in the context of the three inseparable components of Community action—conversion,
social aid and restructuring; it must be dovetailed with the entire range of national and
Community measures; and the possibility of applying the resources of other Community
financial instruments in the same regions must be explored.

E. Specific measures for the energy sector

The Community countries are trying to meet the energy crisis with a coordinated policy to
conserve energy and diversify sources of supply.

In 1980, the Community set itself precise energy targets for 1990: to reduce the share of oil
in its total consumption of energy from 52% in 1980 to 40% in 1990; to increase the share of
coal and nuclear energy in electricity generation from 60% to 75%; to increase the rate of
economic growth without a corresponding rise in the rate of expansion of energy
consumption; to increase the share of renewable energy sources in the Community’s total
consumption; and to gear pricing policies to these aims.

Laws and regulations are not the only means to these ends: major financial support to
research and investment has also been launched. The Community has assessed the overall
investment expenditure required in the energy sector during the 1980s at about 500 000
million ECU, or some 10% of total investment, representing 2.2% of GDP by 1990
(compared with only 1.6% of GDP from 1975 to 1980); and the Community is contributing
to this financial effort in a number of ways.

The Community is devoting a large share of the resources available under its financial
instruments to investment in the energy sector: investment grants and loans under the
ECSC (e.g. over 320 million ECU lent in 1980 to the coal sector); a large proportion of
loans from the European Investment Bank (40% of loans within the Community in 1980)
and the New Community Instrument (55% of loans in 1980); some important projects
assisted by the Regional Fund (9% of the aid granted in 1980); and the Euratom loans.
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The Community is involved in joint research programmes on coal and nuclear energy as
well as on new energy sources. At the stage between scientific research and the
application of tried and tested techniques, the Community contributes to specific
technological development projects and demonstration projects.

As well as using the broad-spectrum financial instruments, the Community provides a
number of specific aids to the energy sector.

(i) Euratom loans (180 million ECU in 1980) are granted to amplify the use of nuclear
energy and thus reduce the Community’s excessive dependence on imported sup-
ply. To qualify for a loan, investment must be for projects for industrial-scale
nuclear-based generation of electricity or fuel cycle installations. The Commission
takes the grant decision for each loan, whose terms depend on the terms the
Community can obtain on the capital markets, where it raises the required resources.

(i) Community aids to technological development and demonstration and application
projects (125 million ECU granted in 1980) are governed by Regulations dating from
1973 for hydrocarbons, 1976 for uranium prospection, and 1978 and 1979 for coal
gasification and liquefaction, geothermal and solar energy and energy conservation.
Most of these projects are intended to demonstrate in a practical way the reliability of
new techniques and technologies that have got beyond the research stage and whose
viability has been proved by earlier studies, but whose application is hampered by the
technical and financial risks inherent in innovation.

Because they are examined and administered in a Community-wide context, these projects
can be selected over a wide range (calls for submissions to tender are published in the
Official Journal of the European Communities), duplication of effort can be avoided and
the pooling of efforts and resources encouraged, adequate financial support can be granted
on common principles to projects that attack problems arising in all the Member States,
and the opportunities for disseminating and marketing new technologies over the entire
European market are increased.

In its Report on the Mandate of 30 May 1980, the Commission announced that it would
propose for adoption specific energy policy targets, both to achieve necessary energy
savings and to increase capacity for energy production, install the necessary infrastructures,
diversify sources of supply and encourage the use of new forms of energy. The
Commission helps in the financing of the measures needed by coordinating national
resources and making greater use of Community instruments. Small business will also be
involved in this effort.

F. The European Investment Bank (EIB)

The EIB is an independent non-profit-making Community institution; its task as defined in
Article 130 of the EEC Treaty is to contribute to the balanced development of the
Community.

The Bank raises most of its resources on capital markets within and outside the
Community, and on the international markets, and uses them to finance investment by
granting long-term loans or guaranteeing loans granted by undertakings, public authorities
and financial institutions, as follows:
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(1) In first place, loans to finance investments that contribute to the economic
development of the less-developed regions; in 1980, approximately two thirds of Bank
lending was for investments contributing directly to regional development. This
amount was divided among projects in Italy (almost half), the United Kingdom
(25%), Ireland (almost 20%), France (just over 7%), Denmark and Bel-
gium. Nearly two thirds of the total was for projects in priority regions—Ireland, the
Mezzogiorno, Northern Ireland and Greenland. Over four fifths of the loans were
for projects in regions where the rate of unemployment exceeds the Community
average by more than a quarter.

(i1) Projects of common interest to several Member States or to the Community as a
whole, known as investment projects of common European interest: such projects
may contribute to European economic integration (e.g. communications infrastruc-
ture projects involving close technical and economic cooperation between firms in
different Member States), or they may serve Community aims such as environmental
protection, the application of advanced technologies and especially a secure and
diversified energy supply.

(iii) Investment projects for modernizing or converting undertakings or for developing
fresh activities as a response to structural problems.

Thus the EIB is active in all sectors of the economy. It finances public infrastructures and
investments in such branches as energy and communications, and is involved in the
industrial, agricultural and services sectors. In 1980, for example, EIB financing in the
Community was allocated as follows: 39% of loans for energy projects, 19% of loans for
communications projects, 19% for infrastructure projects, 16% for industrial projects and
7% for other projects, including global loans.

While the Bank’s activity covers a wide range of sectors, loans are granted only for
investment projects that contribute directly or indirectly to increasing economic productiv-
ity in general. This means that the economic grounds for projects and their effects on
employment are examined closely.

EIB loans are not in any way conditional on the nationality or legal status of the borrower,
although projects eligible for EIB financing must normally be carried out in the European
territories of Member States.

The Bank Statute does, however, provide that loans may be granted for projects outside
the European territories, with the special permission of the Board of Governors. Permis-
sion is given on an ad hoc basis for individual loans for investment projects outside the
European territories of the Member States that are of particular interest to the
Community, e.g. for its energy supply.

Permission is given on a comprehensive basis for a stated amount of lending in respect of a
given country or group of countries, under association or cooperation agreements between
the Community and certain non-member countries such as the ACP countries and the
Mediterranean countries.

Another of the Bank’s tasks is to investigate and manage Euratom loans on the
Commission’s behalf; and since 1979 the Bank has managed loans from the resources of the
New Community Instrument (NCI) as the Community’s agent.

29



-
LDANS GRANTED BY THE COMMUNITY IN 1980 (million ECU)
— New Commurity Instrument EIB-Mediterranean Basin
k1a4.5 197.6 247.0 )
Y
Operations covered 629.1
by a budget guarantee
4533.6
Other operations 3904.5
( 1026.9 2753.2 124.4 \
EIB (outside
the Community)
ECSC
EIB
(within the Community)
N

30




G. The New Community Instrument for borrowing and lending (NCI)

The New Community Instrument for borrowing and lending (NCI) was set up in October
1978 by Council Decision 78/870/EEC, for the broad purpose of providing loans to finance
investment projects

(i) that contribute to greater convergence and integration of the economic policies of the
Member States, and

(ii) that serve priority Community objectives in the energy, industry and infrastructure
sectors.

The NCI is thus an instrument of a broad scope for reviving investment; used for regional
development, energy development, energy conservation and industrial conversion and
redeployment, it has a wider spectrum of activity than most of the Community’s other
financial instruments.

With the introduction of the NCI, the Community increased its opportunities for
borrowing, by widening its scope for raising resources on advantageous financial terms; the
NCI provides broader and more diversified guarantees for Community loans.

The Commission obtains the resources required by borrowing on the capital markets in the
name of the European Economic Community; the funds raised are guaranteed by the
Community budget.

The NCI began operations on an experimental basis. In the first stages, a ceiling of 1 000
million ECU, to be activated by instalments, known as ‘tranches’, was imposed on
borrowings.

Under the Council Decisions empowering the Commission to contract the first two
tranches of 500 million ECU each, investments financed from NCI resources must fall
within one of two broad categories:

(i) infrastructure and energy investment which reduces regional imbalances and improves
the employment situation, i.e. essentially regional operations;

(it) energy investment which contributes to greater self-sufficiency, security and diver-
sification of Community energy supplies by ensuring the development, exploitation,
transport and storage of energy resources or by conserving energy or developing
alternative energy sources, i.e. investment of advantage to the entire Community.

As an exceptional measure, 100 million ECU from the second tranche may be used to
finance, besides investments of the two types described above, advance factories and
housing also, provided that they form part of a larger project for the economic and
industrial development of a Community region.

With the go-ahead for the two tranches, the original endowment of 1 000 million ECU was
used up. In the light of experience, the Commission has proposed that further use should
be made of the NCI.

Loans under the NCI are granted by the EIB on the Community’s behalf (i.e. in the name,
for the account and at the risk of the Community). The Bank receives the loan
applications; the Commission decides whether the projects proposed are eligible; the Bank
examines the applications, takes the grant decisions and manages the loans in accordance
with the procedures of its statute and its usual criteria. The Commission negotiates
borrowings, and transfers the funds raised to the Bank.
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H. Interest-rate subsidies on Community loans under the European Monetary System

The European Monetary System (EMS) was set up early in 1979 to establish monetary
stability in Europe through closer monetary policy cooperation.

The less prosperous countries effectively and fully participating in the EMS (at present,
Ireland and Italy) are eligible for aid under the supporting measures brought in when the
system was set up. The aid consists of a subsidy of three percentage points on the interest
payable on certain loans granted by the EIB and the NCI; the subsidized loans must be
used to finance infrastructures. The purpose of EMS interest subsidies is to help the less
prosperous EMS countries to reduce their main structural imbalances.

The growth of the Community’s financial instruments for structural purposes
(1973-80)

1. Table 1 shows how the financial commitments of the Community instruments with a
structural purpose have grown between 1973 and 1980.

Sectoral aids (EAGGF Guidance Section, ECSC, Euratom) expanded at the end of the
period, after remaining at much the same level from 1973 to 1978. Aid from the
EAGGF Guarantee Section increased over those five years by less than 50% — a
decline in real terms, as consumer prices rose by over 80% during the same
period. With the large increases of 1979 and 1980, EAGGEF aid in real terms was about
65% higher in 1980 than in 1973. ECSC grants from its budget contracted in real terms
between 1973 and 1977, and then expanded considerably until 1980. After increasing
rapidly in 1974 and 1975, ECSC loans contracted steadily, even in nominal value, until
1979, but jumped by 50% in 1980. Euratom loans were introduced in 1977, and have
totalled about 490 million ECU to date.

Horizontal measures, in particular regional and social measures, have expanded very
rapidly. The Regional Fund has grown the fastest, with a more than fourfold increase
since it was introduced in 1975. Over the same period (1975-80), the Social Fund
expanded by 207%; the total increase since 1973 amounts to 504%. EIB operations
expanded steadily throughout the period 1973-80, with a total increase of 315%.

2. Table 2 shows all Community grants and loans for structural purposes in absolute
figures, as a percentage of GDP, as a percentage of the Community budget (for grants)
and as a percentage of the net public sector borrowing requirement in the Community of
Nine (for loans).

Grants for structural purposes totalled 404.3 million ECU in 1973 and 3 094.4 million
ECU in 1980 — a striking increase of 665%. The growth rate was particularly high in
two years of the period: 60% from 1974 to 1975 (mainly owing to the inception of the
Regional Fund), and 72% from 1978 to 1979 (increased endowments for the Regional
and Social Funds and the introduction of EMS interest-rate subsidies).

Expenditure on these grants came to almost 12 ECU per head of population in the
Community of Nine in 1980, compared with 1.6 ECU in 1973. They absorbed 9% of
the Community budget in 1973, and 17% in 1980, having represented a fairly stable
share of just under 15% from 1974 to 1978. The grants represented only 0.047% of
Community GDP in 1973; their share had doubled to 0.094% by 1978, and it reached
0.154% in 1980.
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£€

Community grants and loans for structural purposes ! by instrument, 1973-80

TABLE 1

(million ECU)

EAGGE . . EMS
Guidance Social Regional imerestrate | Tota fﬁzg gTr‘;;"‘[ls EIB ECSC Euratom NCI otal

1973 183.6 167.7 — — 351.8 52.5 404.3 652.5 292.2 — — 944.7
1974 254.8 234.7 — — 489.5 52.0 541.5 846.4 410.2 — — 1256.6
1975 247.2 330.4 249.9 — 827.5 40.9 868.4 971.6 1 098.1 — — 20157
1976 310.4 364.4 387.9 — 1 062.7 36.9 1 099.6 1 086.0 1 081.0 — — 2 167.0
1977 312.7 499.0 385.8 — 1197.5 50.8 12483 1.352.6 989.6 96.9 — 2439.1
1978 269.2 568.3 561.4 — 1 398.9 96.9 1495.8 1 966.5 797.7 70.3 — 2 834.5
1979 507.3 774.5 970.4 200.0 2452.2 120.2 25724 2 141.8 675.8 152.5 277.0 3347.1
1980 627.7 1014.2 1126.4 197.0 2962.3 132.1 3094.4 2702.3 1 020.3 171.5 197.6 4 091.7

! Not including supplementary measures in favour of the United Kingdom (193.5 million ECU in 1980) or R&D expenditure (ECSC research, specific measures in the energy sector).
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TABLE 2

Total Community grants and loans for structural purposes ' in absolute figures, as a percentage of the Community budget or of the net public sector
borrowing requirement (PSBR) of the Community of Nine and as a percentage of Community GDP, 1973-80

Grants Loans
As % As %
As % As % of

Milion EcU | ECU. per of Community oup Million ECU | ECU per “PSBR b
Capl‘a budget (EUR 9) Cap!ta (EUR 9) (EUR 9)

1973 404.3 1.6 9 0.047 944.7 3.7 16 0.110
1974 541.5 2.1 11 0.055 1256.6 4.9 8 0.129
1975 868.4 3.3 14 0.078 2 015.7 7.8 3 0.182
1976 1099.6 4.2 14 0.087 2 167.0 8.4 5 0.172
1977 1248.3 4.7 14 0.087 2 439.1 9.0 5 0.174
1978 1495.8 5.7 12 0.094 2 834.5 10.9 5 0.182
1979 25724 9.7 17 0.146 33471 12.8 5 0.193
1980 30944 11.6 17 0.154 4091.7 15.7 6 0.208

! Not including supplementary measures in favour of the United Kingdom (193.5 million ECU in 1980) or R&D expenditure (ECSC research, specific measures in the energy sector).




Total loans for structural purposes increased from 94.7 million ECU in 1973 to 4 091.7
million ECU in 1978, an aggregate increase of about 330%. These loans represented
3.7 ECU per head of population in 1973, and 15.7 ECU in 1980. As a percentage of
GDP, the loans increased from 0.110% in 1973 to 0.182% in 1975, and then held much
the same position, reaching 0.2% of GDP in 1980.

As the net public sector borrowing requirement of the Community of Nine increased
faster than Community lending between 1973 and 1975, the percentage share of these
loans in the borrowing requirement fell from 16% in 1973 to 3% in 1975; since 1976, it
has been stable at about 5%.

As the figures show, most of the Community’s financial instruments have developed
rapidly in recent years. The amounts involved are still small in relation to national
aggregates, so that there is a permanent need to make them ever more effective.

As the Commission urges in its Report on the Mandate of 30 May 1980, this could be
achieved by focusing the effort on the most serious problems, by dovetailing the aims and
operations of the various Community instruments, and by coordinating Community and
national measures, so that Community action genuinely augments the national effort.
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Part 2: Financial aid operations from the viewpoint of the recipients

This part of the booklet is essentially a summary of the third part, in which the working of
the financial instruments is described in greater detail under the headings ‘Eligibility and
selection criteria’, ‘Financial provisions’ and ‘Procedural questions’. Since it is rather
difficult for a potential beneficiary to go through all the different schemes, it is attempted in
this part to indicate to him which instruments could be of interest to him, that is to say, that
this second part is intended as a quick reference guide for questions which are most
important from the point of view of potential beneficiaries of Community assistance.
These questions are:

(i) whether they are likely to qualify for assistance,
(ii)) how they have to submit an application for assistance,
(iii) when they will be paid (if assistance has been agreed upon).
Chapter I in this part deals with the question of types of economic activities qualifying for
financial assistance. Chapter II answers questions about the procedures of application

and the timing for the submission of applications. Chapter III of this part is concerned
with the timing and with the recipients of payments.

Chapter I — Categories of economic activity eligible for Community
aid

The economic activities covered by the Community’s financial instruments are quite
diversified but on the other hand assistance is concentrated in the following two main
categories:

(1) assistance for investment covering productive investment, infrastructural investment
and energy,'

(2) assistance facilitating occupational and geographical mobility, and employment
subsidies.

Besides these main categories of assistance, there are a number of other schemes of which
the new specific regional development aids (other than for investment) are of particular
importance.

! For energy, the distinction between productive and infrastructural schemes is particularly difficult and definitions vary according to
Member States. For this reason energy is taken as a separate category.
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Assistance for investment

Schemes covering assistance for investment are shown in Table 1. In the table the first
column indicates the coverage of the different schemes, i.e. the sector of activity for
productive investment, the type of infrastructural investment and the type of energy
measure. The second column shows which instrument relates to a particular activity, e.g.
the Regional Fund, the EIB and the ECSC relate to all sectors except agriculture, forestry
and fishing. The figures in brackets following the instruments in question indicate the
reference table in Part 3 in which the instrument is described in greater detail, e.g. EIB
(VIL.1) shows that the scheme is listed as the first in Table VI. Finally, the last column
shows the geographical scope of the measure in question and mentions additional sectoral
restrictions if they are of importance.

For productive investment, there are a number of schemes which are specific to particular
economic activities: agriculture, agricultural products, fishing, forestry, rural tourism, and
coal and steel industries. Only the EIB, the Regional Fund and the reconversion aids of
the ECSC have a broad sectoral scope including all sectors in the case of the EIB and all
sectors except agriculture, forestry and fishing for the other instruments.

TABLE 1

Community financial assistance schemes covering productive investment,
infrastructural investment and energy!

A. Schemes covering productive investment (excluding energy)

Coverage of scheme Scheme? Geograpl:;csz:licstcit;i: ?;da:sglc:g?:)l sectoral
1. All sectors? EIB (VI.1) Less developed regions; also other regions for
modernizing and converting undertakings
2. Al sectors except | Regional Fund (III.1) | ERDF regions
agriculture,  forestry,
fishing
Regional Fund (II1.5) | Aquitaine, Languedoc-Roussillon et Midi-
Pyrénées in France and Mezzogiorno in Italy;
small and medium-sized enterprises, handicraft
and rural tourism only
EIB (VI1.2) In response to structural difficulties in certain
sectors
ECSC (IV.3+6) Areas affected by the decline in coal and steel
industry employment
3. Agriculture EAGGF Guidance (a | cf. Table I in Part 3
number of indirect
measures)*
4. Agricultural and | EAGGF  Guidance | All regions; investment at retail level are
fishery products (pro- | (I.1) excluded
cessing and marketing)
5. Fishing EAGGF  Guidance | All fishing areas; inshore fishing and aquacul-
(L.4) ture only (interim measure)
6. Forestry EAGGF  Guidance | Italian and French Mediterranean regions
(L5)
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Coverage of scheme

Scheme?

Geographical scope and additional sectoral
restrictions (if applicable)

7. Handicraft and rural

8. Coal

tourism
and steel

industry

Regional Fund (1I1.9)

ECSC (IV.1+6)

Border areas of Ireland and Northern Ireland®

All regions

B. Schemes concerning infrastructural investment (excluding energy)

Coverage of scheme’

Scheme?

Geographical scope and eligibility
restrictions (if applicable)

9. All eligible infrastruc- | Regional Fund (II1.2) | ERDF regions; agricultural improvements
ture, in  particular excluded
transport, telecommu- | EIB (VI.1) Less developed regions; also other regions for
nications, water treat- modernizing and converting undertakings
ment and supply, hou- | EIB (VL.3) All regions; common interest
sing schemes, environ- | NCI (VII) All regions

10.

mental protection and
the specific categories
10 to 16 below

Rural infrastructure, in
particular access routes
to farms,

electricity,

EMS interest rebates
(VIII)

EAGGF
(1.2)
Regional Fund (II1.3)

Guidance

Ireland and Italy

Mezzogiorno and least favoured areas of Direc-
tive 75/268, in Italy and the south of France
Less favoured regions of Directive 75/268, to

drinking water, purifi-
cation of water

the extent that they are also ERDF regions

11. Hydraulic schemes lin- | EAGGF  Guidance | cf. Table I in Part 3
ked to agriculture (1.3, 11, 12, 13, 14)
12. Forestry EAGGF  Guidance | Italian and French Mediterranean regions
(1.5)
13. Vocational training | Social Fund (I1.1-9) | All regions; depreciation cost only
centres ECSC (IV.1) All regions
14. Industrial and/or urban | ECSC (IV.346) Areas affected by the decline in coal and steel
sites industry employment
Regional Fund (II1.6) | Specific zones in Belgium, Italy and the United
Kingdom®
Regional Fund (II1.7) | Specific zones in the United Kingdom®
15. Housing ECSC (IV.2) All regions with coal and steel enterprises
Regional Fund (II1.6) | Specific zones in Belgium, Italy and the United
Kingdom®
Regional Fund (IT1.7) | Specific zones in the United Kingdom®
16. Infrastructure linked to | Regional Fund (II1.5) | Same as No 2°

rural tourism

Regional Fund (II1.9)

Border areas of Ireland and Northern Ireland®
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. Schemes covering energy

Coverage of scheme

Scheme?

Geographical scope and eligibility
restrictions (if applicable)

17.

18.

General schemes cover-
ing also energy

Specific regional
development  measure

Regional Fund (II.1
or 2)
EIB (VI.3)

NCI (VII)
EMS interest rebates
(VIID)

Regional Fund (II1.8)

ERDF regions

Less developed regions; also other regions if
common interest

All regions

Italy and Ireland

Mountain areas of the Mezzogiorno; hydro-
electrical installations, wind-power generators

covering energy and solar-energy equipment®

19. Specific energy schemes | Euratom loans (V.1) | cf. Table V in Part 3
Technological deve-
lopment in the hydro-
carbons sector (V.2)
Prospecting for ura-
nium in Community
territory (V.3)

Demonstration  pro-

jects for energy sav-

ing (V.4)
Development pro-
gramme for new
sources of energy
(V.5)

For energy. the distinction between productive and infrastructural schemes is particularly difficult and definitions vary according to Member
States. For this reason, energy is taken as a separate category.

The numbers following the scheme indicate the reference table in Part 3 and the numher of the scheme in that table. e.g. EIB (VI.1) shows that the
scheme is listed as the first in Table VI.

3 Including agriculture, forestry. fishing, industry, services, tourism and handicraft.

The different indirect measures of the EAGGF Guidance are not dealt with in detail in this booklet. cf, Part 3, Chapter I B,

For no Community scheme exists an exhaustive list of eligible infrastructure categories. The range listed below covers the infrastructural
categories for which eligibility is well established. Other types of infrastructure might be considered in particular circumstances and according to
criteria specific to each scheme.

As in the first set of specific regional development measures.

~

[T

EN

NB : Because of their ad hoc character. the supplementary measures for the United Kingdom and the special earthquake loans in favour of the south
of Ttaly arc not integrated’into this table; they are described in some detail in Chapter 1X of Part 3 of the brochure.

For infrastructural investment, the situation is similar. Some measures apply to specific
types of infrastructure only; these are rural infrastructure, hydraulic schemes linked to
agriculture, forestry, vocational training centres, industrial and urban sites, housing, and
infrastructure linked to rural tourism. On the other hand, the EIB, the Regional Fund,
the NCI and EMS interest rebates cover a broad range of infrastructural investments
including the specific categories mentioned above except that agricultural improvements
are excluded from Regional Fund aid.

Similarly, there are specific energy schemes for industrial production of electricity in
nuclear power stations and industrial fuel cycle installations, in the hydrocarbons sector,
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for prospecting for uranium in Community territory, for energy saving, and for new sources
of energy. Moreover one of the first specific regional development measures is directly
linked to energy. It covers hydroelectrical instaliations, wind-powered generators and
solar energy equipments in the mountain areas of the Mezzogiorno. As in the case of
infrastructural investments, general schemes exist in the Regional Fund, the EIB, the NCI
and the EMS interest rebates covering all energy projects, designed to develop Community
resources in the fields of hydroelectricity, geothermal and nuclear energy, oil and natural
gas deposits, solid fuels, alternative energy sources, energy saving and import diversifica-
tion projects, e.g. for gaslines or power stations to run on imported coal.

Aids facilitating occupational and geographical mobility and employment subsidies

These types of aid cover all Social Fund operations and the readaptation aids of the
ECSC. The different eligible types of aid are shown in Table 2.

TABLE 2

Aids facilitating occupational and geographical mobility and employment subsidies

A. Aids facilitating occupational and geographical mobility

Coverage of scheme

Scheme

. Vocational training in off-the-job public or private training centres

and workshops, and in the undertaking; instructors’ training

. Resettlement and integration into new social and working

environment

. Job adjustment and functional rehabilitation of handicapped
persons

. Income maintenance

Social Fund (I1.1-9
ECSC (1V.4)
Social Fund (I1.1-9)
ECSC (IV.4)
Social Fund (I1.1-9)

Social Fund (II.1-9)

— workers aged over 50 years ECSC (1V.4)
— ECSC workers
. Employment subsidies
Coverage of scheme Scheme
. For additional jobs in productive industries Social Fund (1.4, young
people under 25)
. For additional jobs which fulfil a public need and are created by | Social Fund (II.4, young

public authorities other than the State
. For workers with lack of practical experience in development
regions

people under 25)
Social Fund (II.1-9)

With regard to aids facilitating occupational and geographical mobility, vocational training
is'the most important type of aided activity; but the resettlement and integration into a new
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social and working environment, job adjustment and functional rehabilitation of handicap-
ped persons, and income maintenance for specific groups of workers can also receive
Community assistance.

Three specific types of employment subsidies exist; two of them are restricted to young
people under 25; these are for additional jobs in productive industries and for additional
jobs which fulfil a public need and are created by authorities other than the State. The
third type of employment subsidy is restricted to development regions and is only intended
for workers with a lack of practical experience at the time of their engagement.

Specific regional development aids (other than for investment)

Specific regional development measures until now have not been of particular importance
in terms of volume, but provide for a new method of Community intervention and for
original types of aid differing from the traditional investment incentives. The Community
cofinances with Member States, for the first time, a specific programme for the
development of regions in which the national aid and the Community aid are put together
in order to increase the impact of the finances. The Community element often goes
beyond what would otherwise be provided by national authorities and sometimes even
provides completely new incentives.

Concerning the new types of aid which have been adopted in the first set of specific
measures, these aids include, beside investments, the promotion of industry, innovation,
the enlargement of potential activities of small and medium-sized enterprises, the
promotion of artisan enterprises and the promotion of rural tourism (cf. Table 3). These
types of aid correspond to particular regional needs, and their application is in principle
restricted to ERDF regions, but where appropriate assistance can be given in other regions
or areas, if the Member State intervenes in the same intervention field; however, the
Member State does not need to intervene for all actions within such intervention fields.

TABLE 3

New specific regional development aid (other than for investment)'

Coverage of scheme Scheme and geographical scope

1. Promotion of industrial innovation: Regional Fund (IIL5, 6, 7, 8); Midi-Pyrénées,
dissemination of information on innovation | Aquitaine, Languedoc-Roussillon in France
and feasibility studies concerning the | Mezzogiorno in Italy
implementation of product and process | Provinces of Luxembourg, Li¢ge and Hainaut
innovation in EMS (with the exception of the arrondissements of Ath

and Tournai) in Belgium

Counties of Strathclyde, Cleveland, Tyne and

Wear, Merseyside, Clwyd, South Glamorgan,

West Glamorgan, Gwent. The employment

office area of Corby and the City Council area of

Belfast in the United Kingdom
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Coverage of scheme Scheme and geographical scope

2. Enlargement of potential activities of small | Regional Fund (IIL.S, 6, 7);
and medium-sized enterprises: sectoral mar- | Same regions as under 1, some of the activities
ket studies; establishment and development of | are restricted to particular areas
consultant firms for management and
organization matters and of joint services in
common for several enterprises; information
meeting on production methods; risk evalu-
ation studies
3. Promotion of artisan enterprises: improve- | Regional Fund (III.5 and 9);
ment of information and traditional techni- | French and Italian regions referred to above and
ques border regions of Ireland and Northern Ireland
4. Promotion of rural tourism: publicity com- [ Regional Fund (IIL.5 and 9);
paigns and development of transport services | Same regions as under 3

1 As in the first set of specific measures.

Chapter 11 — Procedures and timetable for submission of applications

Procedures for submission

There are four different ways in which investors or responsible bodies can apply for
financial assistance:

(1) They can apply directly to the Commission or the EIB.

(2) They can apply to the Commission only through the Member State concerned and with
its approval.

(3) Only Member States concerned can submit applications for assistance; these are drawn
up by the investors or responsible bodies.

(4) Applications are sent to Member States concerned who take all necessary decisions and
are reimbursed by the Community, thus investors or responsible bodies only benefit
indirectly from the Community measure.

The first most direct way of submission of an application is possible for ECSC industrial
loans (IV.1), EIB loans (VL1-3),'! NCI loans (VII),'! EMS interest rebates (VIII)
(applications have to be submitted for the opinion of the Member State concerned), and for
specific energy measures (V.1-5).

The submission through Member States and with their approval applies to the direct
measures of EAGGF Guidance (I.1-5) and ECSC reconversion loans (IV.3). All
applications for the Social Fund (1I.1-9) and Regional Fund (quota section, I11.1-4) have to
be submitted by the Member State concerned.

The indirect measures of the EAGGF Guidance (1.6-30) and the specific measures of the
Regional Fund (non-quota section, 111.5-9) are administered by Member States who can
receive advances on annual expenditures and/or are reimbursed by the Commission on
evidence of effected payments.

! For EIB and NCI loans, the request may be forwarded to the Bank either directly or through the Commission or a Member State.

43



For the specific measures of the Regional Fund, the Commission’s payment is not
necessarily a reimbursement of Member State expenditure but is very often of additional
benefit to the investor and sometimes the national authorities do not intervene in a specific
type of aid at all.

Timing of submission

For some measures, there is no fixed date before which a submission has to be introduced,
but for others there exists a closing date for submission. The closing date may be fixed for
each year or variable depending on specific Commission communications.

A fixed closing date is given for the EAGGF Guidance in the case of Regulations Nos 355/
77 and 1852/78, and for the Social Fund. For Regulation No 355/77, the closing date is
1 May of the year of the commitment. For Regulation No 1852/78 (which is an interim
measure), the closing date for 1980 commitment decisions is 1 October 1980. For the
Social Fund, the closing date is 21 October of year n-1 for operations to begin in the first
half of year n and 1 April of year n for operations to begin in the second half of year n; the
year n is the year of the commitment decisions.

For the direct measures of the EAGGF Guidance (except for the irrigation works in the
Mezzogiorno) and the Social Fund, the submission of applications must be prior to,
respectively, the start of the projects or the carrying-out of an operation.

The Commission fixes specific closing dates in communications for ECSC interest rebates
on industrial loans (IV.1+6), for ECSC research aids (IV.5), and for specific energy
measures other than Euratom loans (V.2-5).

Chapter 111 — Timetable of aids and recipients

For loans and interest rebates normal banking practice is followed and the payments are
effected directly to the investor. In the case of global loans, the EIB/Commission give a
loan to financial intermediaries which distribute the sums to the final beneficiary, e.g. a
small or medium-sized enterprise.

For direct measures of EAGGF Guidance, payments are made through agencies appointed
by the Member State concerned. In the case of measures under Regulations Nos 355/77
and 1852/78, assistance is paid in several instalments as the work progresses on submission
of documentary evidence to the Commission. For the other direct measures, advances
may be granted of up to 80% of the Community contribution to annual expenditures for the
measure in question.

For the Social Fund and the Regional Fund, payments are effected through Member States
concerned. The distribution of amounts within the Member State follows internal rules
which can differ from one Member State to another. The Commission pays the grants to
Member States according to uniform rules which differ, however, in the two Funds.

For the Social Fund, an amount equal to 30% of the assistance can be paid as soon as the
Member State concerned has certified that the operation has begun. A second advance
up to an equal amount may be paid as soon as the Member State has certified that half the
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operation has been carried out. The balance is paid as soon as the Commission has
received a claim for payment accompanied by a report on the completion of the
operation. For the Regional Fund, payments are to be effected pari passu with
expenditure; upon presentation of statements certifying expenditures, intermediate
payments may be effected and accelerated payments may be effected not exceeding 75% of
the total amount of the aid from the Fund subject to the condition that at least 30% of the
payment constituting the basis for aid from the Fund has been made. For final payment
requests the investment has to be completed.

For the specific energy measures other than Euratom loans, payments are made in
accordance with the contracts agreed upon by the Commission and the applicant.
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Part 3 : The financial instruments and how they operate

This part of the brochure provides basic technical information on Community structural
financial instruments in their present situation. The information is grouped into nine
chapters covering:

I — EAGGF Guidance
II — European Social Fund
III — European Regional Development Fund
IV — ECSC financial activities
V — Specific energy measures
VI — EIB loans
VII — NCI loans
VIII — EMS interest rebates
IX — Ad hoc financial measures.

Each chapter contains a summary table showing the different measures covered by the
instruments. After outlining the general objective and if applicable the basic distinctions
within the instruments, information is provided on eligibility and selection criteria,
financial provisions (in particular the rate of Community participation), and procedural
questions (in particular for the submission of applications).

Chapter I — EAGGF Guidance Section

(measures are surveyed in Table I)

Aim

The EAGGF Guidance Section represents the structural part of the common agricultural
policy and follows its general objectives as laid down in Article 39 of the EEC
Treaty. Further to these general objectives, the different measures of the EAGGF
Guidance have a specific purpose of their own which, in most cases, is indicated in the title
of the measure.
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Basic distinctions of measures within EAGGF Guidance

The activities of the EAGGF Guidance are divided into direct measures and indirect
measures. For direct measures, the EAGGF Guidance aids directly investment projects
of private or public investors. For indirect measures, the Fund reimburses Member States
for expenditure which they have incurred for a variety of different activities.

The other important distinction concerns the intervention fields. Since its creation, the
activity of the EAGGF Guidance has been concentrated in:

(i) the structural improvement of farms,
(ii) the improvement of rural infrastructure,

(iii) the improvement of marketing and processing of agricultural and fishery products.

However, besides these main intervention fields, 2 number of measures exist which do not
fall or only partly fall under these three headings.

A. Direct measures

As shown in Table I, five measures exist aiding directly private or public investors by
capital grants in investment projects or programmes. The most important of these in
terms of its volume is Regulation No 355/77 as amended by Regulations Nos 1361/78, 1820/
80 and 3509/80.

TABLE I

EAGGF Guidance: Direct and indirect measures

Direct measures

Legal basis Description
1. Reg. No 355/77 Improving processing and marketing conditions of agricultural and
fishery products
2. Reg. No 1760/78 Improving public amenities in certain rural areas of France and Italy
3. Reg. No 1362/78 Irrigations works in the Mezzogiorno
4. Reg. No 1852/78 Interim measure for restructuring the inshore fishing industry
5. Reg. No 269/79 Forestry measures in certain Mediterranean zones of the Community
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Indirect measures

Legal basis

Description

(a) Socio-structural measures

6. Dir. 72/159° Modernization of farms

7. Dir. 72/160 Cessation of farming and the reallocation of utilized agricultural area
purposes of structural improvement

8. Dir. 72/161* Socio-economic guidance for and the acquisition of occupational skills by
persons engaged in agriculture

9. Dir. 75/268° Mountain and hill farming in certain less-favoured areas

(b) Indirect measures in favour of less-favoured regions

10. Dir. 78/627 Accelerated restructuring and conversion of vineyards in Languedoc-
Roussillon and certain other French regions

11. Dir. 78/628 Accelerated drainage in the less-favoured areas of the west of Ireland

12. Dir. 78/173 Acceleration and guidance of collective irrigation in Corsica

13. Dir. 78/174 Flood protection in the Hérault Valley

14. Dir. 78/197 Drainage in catchment areas jointly for Ireland and Northern Ireland

15. Reg. No 270/79 Development of agricultural advisory services in Italy

16. Reg. No 1820/80 Stimulation of agricultural development in the less-favoured areas of the
west of Ireland

17. Reg. No 1821/80 Development of sheep farming in Greenland

18. Dec. 80/1097 Eradication of African swine fever in Sardinia

19. Reg. No 1054/81 Common measure for the development of beef cattle production in
Ireland and Northern Ireland

20. Reg. No 1055/81 Temporary financial aid to Ireland (veterinary measures)

21. Reg. No 1938/81 Improvement of public amenities in certain less-favoured agricultural
areas of the Federal Republic of Germany

22. Reg. No 1939/81 Integrated development programme for the Western Isles of Scotland

23. Reg. No 1940/81 Integrated development programme for the Department of Lozére
(France)

24. Reg. No 1941/81 Integrated development programme for the less-favoured areas in
Belgium

25. Reg. No 1942/81 Stimulation of agricultural development in Northern Ireland

26. Reg. No 1943/81 Improvement of the processing and marketing conditions in the cattle-
food sector in Northern Ireland

27. Reg. No 1944/81 Adaptation and modernization of the structure of production of beef and
veal, sheepmeat and goatmeat in Italy

28. Dir. 81/527 Development of agriculture in the French overseas departments

(c) Others measures (most

29.
30.
31
32.
33.
34.
35.
36.
37.

Reg.
Reg.
Reg.
Reg.
Reg.

No 2511/6%°

No
No

1696/71
1035/72

No 794/76

No 1078/77

Dir. 391/77
Reg. No 1360/78
Reg. No 1163/76
Dir. 359/79

of them in close relation to market organization)

Improving production and marketing of Community citrus fruits
Common organization of the market in hops

Improving supply structures in fruit and vegetable markets
Reorganizing fruit production

Non-marketing of milk and milk products and conversion of dairy herds
Eradication of brucellosis, tuberculosis and leucosis in cattle

Producer groups and associations thereof

Conversion premiums in the wine sector

Accelerating conversion of vineyards in Charentes
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Legal basis Description
38. Reg. 456/80° Temporary and permanent abandonment premiums in respect of certain
areas under vines
39. Reg. 457/80 Cessation of wine-growing in France and Italy
40. Reg. 458/80 Collective projects for the restructuring of vineyards
41. Reg. No 100/76 Producer groups in fisheries
42. Dec. 1096/80 Eradication of classical swine fever

! As amended by Regulation No 3509/80.

2 As amended by Regulation No 1713/80.

3 As amended by Directive 81/528.

4 As amended by Directive 81/529.

5 As amended by Directive 80/666.

6 As amended by Regulation No 1122/78.

7 As amended by Regulation No 1270/79.
As amended by Regulation No 1365/80.

8 As amended by Regulation No 1993/80.

Improving processing and marketing conditions of agricultural and fishery products (Council
Regulation No 355/77)

— Eligibility and selection criteria

According to Regulation No 355/77, public, semi-public or private material investment
projects are eligible relating wholly or in part to building and/or equipment for:

(a) rationalizing or developing storage, market preparation, preservation, treatment or
processing of agricultural and fishery products;
(b) improving marketing channels;

(c) better knowledge of the facts relating to prices and to their formation on the markets
for agricultural and fishery products.

Atrticles 7 to 12 of Regulation No 355/77 specify further conditions of eligibility and provide
some general appreciation criteria; important aspects are that projects must form part of
specific programmes to be drawn up by Member States and that they must contrlbute to
improving the situation of the basic agricultural sector in question.

Since the volume of applications for aid is in general much higher than the available means,
the Commission has defined selection criteria according to which it chooses among the
eligible: projects. These criteria give, for each agricultural product group, priorities for
some types of investments and/or restrictions on other types of investments. The criteria
are published each year in the Official Journal of the European Communities.

— Financial provisions

The rate of participation from the Fund is in general 25% of the eligible investment but
may be increased to 30% in regions in difficulty, 35% for some sectors and regions in the
south of France and 50% in Italy’s Mezzogiorno and the west of Ireland. The recipient
must provide at least 50% (or 35% and 25% respectively in the above cases) of the
investment, and the Member State concerned at least 5%.
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— Procedures

Aid can be granted to the natural or legal persons, or groups thereof, who are ultimately
responsible for the cost of carrying out the project. Applications for aid from the Fund
must be submitted through the Member State concerned before 1 May according to the
detailed submission rules laid down in Commission Regulation No 219/78. They must
have been approved by the Member State’s government.

Fund aid may be paid in several instalments as the work progresses on submission of
documentary evidence to the Commission. These payments will be made through
agencies appointed by the Member State concerned. Detailed rules for the payment
procedure are laid down in Commission Regulation No 1685/78.

Improvement of public amenities in certain rural areas of France and Italy (Council Regulation No
1760/78)

— Eligibility and selection criteria

According to Regulation No 1760/78, public, semi-public or private material investment

projects are eligible relating wholly or in part to:

(i) the provision of electricity and potable water to villages or parts of villages whose
inhabitants are dependent principally on agriculture and to isolated farmsteads;

(i) the construction and improvement of farm roads and local roads which are mainly used
for agriculture and forestry.

These projects must be included in an outline programme and must be located in less-
favoured areas in Italy and the south of France as specified in Article 1.2. of Regulation No
1760/78.

— Financial provisions

The participation rate from the Fund is 40% of the eligible investment. The recipient
must provide at least 10% and the Member State concerned at least 20%.

— Procedures

Aid can be granted to the natural or legal persons, or groups thereof, who would in the last
resort bear the cost of carrying out the project. Applications for aid from the Fund must
be submitted through the Member State concerned according to the detailed submission
rules laid down in Commission Regulation No 2467/79. They must have been approved
by the Member State concerned.

Payments will be made through agencies appointed by the Member State con-
cerned. Advances may be granted, not exceeding 80% of the Community contribution.
Detailed rules for the payment procedure are laid down in Commission Regulation No
2650/80.

Irrigation works in the Mezzogiorno (Regulation No 1362/78)

— Eligibility and selection criteria

The Fund may grant aid to finance special programmes which form part of a framework
programme covering collective irrigation in the Mezzogiorno. The aid is provided for
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public hydraulic works and for the remuneration of newly appointed advisory
officers. Information to be contained in the framework and in the special programme are
specified in Articles 2 to 5 and Articles 6 and 7 respectively of Regulation No 1362/78.

— Financial provisions

The rate of participation from the Fund is 50% of the cost of implementing public hydraulic
works which have not started in respect of a maximum of 200 000 irrigable hectares up to a
maximum of 3 000 ECU per hectare irrigated and 50% of the remuneration of the newly
appointed advisory officers up to a maximum of 12 000 ECU per advisory officer.

— Procedures

The framework programme has to be submitted by the Italian Government. The public
body responsible for the implementation of the special programme has to submit its
application for aid through the Italian Government according to Commission Regulation
No 692/80. The special programme must have been approved by the Italian Government.

Payments will be made through agencies appointed by the Italian Government. Advances
may be granted, not exceeding 80% of the Community contribution. Detailed rules for
the payment procedure are laid down in Commission Regulation No 3135/80.

Interim measure for restructuring the inshore fishing industry (Regulation No 1852/78)

Eligibility and selection criteria

According to this question, investment projects are eligible for:

(i) the construction, purchase, modernization or conversion of fishing vessels;

(ii) the construction, equipping or modernization of aquaculture establishments for rearing
fish, crustaceans and molluscs in salt or brackish water.

The equipment covered by the projects must meet the following conditions:

(a) fishing vessels:

— vessels must have a length of between 12 and 24 metres (40 and 80 feet), measured
between perpendiculars or a tonnage of between 25 and 130 gross registered tonnes,

— the project must concern substantial modernization or conversion work on one or more
existing vessels with the aim of rationalizing fishing operations, better preserving
catches or saving energy, such work costing at least 65 000 ECU per project,;

(b) breeding establishments:

— breeding establishments must be concerned with the breeding or rearing of fish,
crustaceans and molluscs for commercial purposes.

The lower limits referred to in paragraph 1(a) may be reduced to six metres (20 feet) in
length or 10 gross registered tonnes for vessels fishing otherwise than by trawl or purse-
seine and operated by persons whose principal activity is fishing.

Article 4 of Regulation No 1852/78 specifies selection criteria in the case where the
demands for aid are greater than the available Community means.
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— Financial provisions

The rate of participation from the Fund is in general 25% but may be increased to up to
50% in Greenland, Ireland, Northern Ireland, the Mezzogiorno, the French overseas
departments and Greece. The recipient must provide at least 50% (or 25% in the case of
the higher Community participation rate) and the Member State concerned at least 5%.

— Procedures

Aid can be granted to the natural or legal persons, or groups thereof, who bear the ultimate
financial responsibility for the project. Applications for aid from the Fund must be
submitted through the Member State concerned according to the detailed submission rules
laid down in Commission Regulation No 1898/80. They must have been approved by the
Member State concerned.

Fund aid may be paid in several instalments as the work progresses on submission of
documentary evidence to the Commission. These payments will be made through
agencies appointed by the Member State concerned.

Forestry measures in certain Mediterranean zones of the Community (Regulation No 269/79)

— Eligibility and selection criteria

The Fund may grant aid to finance special programmes which form part of an outline
programme relating to forestry measures and consisting of one or more capital investment
projects to be implemented on public, semi-public or private land. Aid is provided for
afforestation, improvement of deteriorated forest, associated work such as terracing and
other minor soil stabilization, fire protection, construction of forest roads, and preparatory
work for establishing the outline programme. The regions in Italy and France eligible for
Community aid are specified in Article 2 of Regulation No 269/79. Information to be
contained in the outline and in the special programme is specified in Articles 2 to 5 and
Articles 6 and 7 respectively of Regulation No 269/79.

— Financial provisions

The participation rate from the Fund is 50% of the cost of executing the work of eligible
measures with a minimum national contribution of 40% and a contribution of the owner of
the land of at least 5% (except in some exceptional cases).

— Procedures

The outline programme has to be forwarded to the Commission by the Member State
concerned. The agency responsible for the implementation of the special programme has
to submit its application for aid through the Member State concerned according to
Commission Regulation No 2468/78. The special programme must have been approved
by the Member State concerned.

Payments will be made through agencies appointed by the Member State con-
cerned. Advances may be granted, not exceeding 80% of the Community contribution to
the cost of one year’s work on forestry operations. Detailed rules for the payment
procedure are laid down in Commission Regulation No 2416/80.
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B. Indirect measures

Indirect measures are carried out on the initiative of the Community and with its financial
participation (varying between 25% and 65%), but they are executed by the Member
States. For application modalities, the interested public or private bodies are advised to
address themselves to the Ministry of Agriculture in their own Member State.

Chapter Il — European Social Fund

(intervention areas and types of aid are surveyed in Table II)
Aim
The Social Fund was set up under Article 123 of the EEC Treaty with the objective of
improving employment opportunities for workers in the common market and thereby
contributing to raise the standards of living; its task was to render the employment of

workers easier and increase their geographical and occupational mobility within the
Community.

Basic distinctions of intervention areas in the Social Fund

There are two main areas of Social Fund interventions created by Article 4 and 5 of Council
Decision 71/66 amended by Decision 77/801. Under Article 4, the Social Fund can
intervene when Community policies affect or threaten to affect the employment
situation. Aid from the Fund can also be provided where there is an imbalance between
supply and demand on the Community labour market.

Under Article 5, the Social Fund can assist operations carried out in the Member States
aimed at solving the problems which arise in those regions which, because they are less
developed or there is a decline in their main activities, suffer from serious and prolonged
structural unemployment; industries affected by technological progress; groups of under-
takings forced to cease, reduce, or transform their activities; and handicapped persons
being rehabilitated or retrained for open employment.

Moreover, the Fund may assist preparatory studies and pilot schemes, designed to give
guidance to the Council and the Commission in the choice of new areas of intervention of
the Fund or to enable the Member States and those responsible for operations to use
existing aids more efficiently.

TABLE II
European Social Fund: intervention areas and types of aid

A. Intervention areas according to Articles 4 and 5 of Council Decision 71/66 as amended by Council
Decision 77/801

Legal basis Description

— According to Article 4

1. Dec. 72/428' Assistance for persons leaving agriculture

2. Dec. 76/206 Intervention in favour of persons occupied in the textile and clothing
industries

3. Dec. 77/803 Migrant workers and members of their families
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Legal basis

Description

4. Dec. 75/459*

5. Dec. 77/804

— According to Article 5
6. Art. 5 (a)

7. Art. 5 (b)

8. Art. 5 (¢)

9. Art. 5 (d)

Young people under 25 years of age
Women (aged 25 years or over)

Regions which suffer a serious and prolonged imbalance in employment
Technical progress

Groups of undertakings

Re-entry of the handicapped into economic activity

B. Pilot schemes and preparatory studies

Legal basis

Description

10. Reg. No 2396/71°
Art, 7

Schemes and studies in order to give guidance in the choice of
intervention areas of the Fund and the most effective use of aid

C. Types of aid

Legal basis I

Description

(a) Article 3 of Council Regulation (EEC) No 2396/71°

Art. 3 (a)
Art. 3 (b)

Art. 3 (¢)
Art. 3 (d)

Art. 3 (e)

Facilitate the training of persons

Facilitate the geographical transfer of persons including members of their
families

Facilitate the integration into a new social and working environment
Eliminate obstacles which make access to available employment difficult
for handicapped persons and for workers more than 50 years old
Promote better conditions of employment in development regions with a
view to covering expenses incurred in the payment by undertakings of an
allowance to newly recruited workers

(b) Article 1 of Council Regulation (EEC) No 3039/78

— (a)
— (b)

Promote the recruitment of young people under 25 years of age who are

unemployed or seeking employment

— by means of additional jobs in the private sector

— by means of projects for the creation of additional jobs in the public
sector

1 As amended by Decision 77/802.

2 As amended by Decisions 77/802 and 78/1036.
3 As amended by Regulation No 2893/77.

Eligibility and selection criteria

Eligibility concerns groups of persons and categories of aid. Eligible groups of persons

are, under Article 4:

persons leaving agriculture to take up non-agricultural activities,
persons working in the textile or clothing sector or leaving it,
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young people under 25 years of age, seeking employment,
migrant workers,

women aged 25 or over,

and, under Article 5:

persons who are unemployed, threatened with unemployment, underemployed, or forced
to give up a self-employed job,

workers whose qualifications must be adapted to enable them to engage in higher-skilled
occupations,

handicapped persons.

The categories of expenditure eligible for Fund aid in the case of programmes carried out
under Articles 4 and 5 of Decision 71/66 are as follows:

(i) aid to facilitate the training of persons who need to acquire, widen, adapt or improve
occupational knowledge or ability;

(ii) aid to facilitate the transfer and integration into a new social and working environment
of persons and members of their families who are obliged to change their place of
residence in order to pursue an occupation;

(ii1) aid to eliminate obstacles which make it difficult for handicapped persons or workers
over 50 years of age to take up available employment. In the case of handicapped
persons, the assistance covers the cost of adapting jobs to their requirements or to
facilitate their vocational adaptation or readaptation, whilst for workers over 50 years
of age its purpose is to maintain their level of earning over the first six months of their
retraining, including training of trainees, cost attendance at courses, allowances, etc.
(see Article 3 of Council Regulation No 2396/71);

(iv) aid to promote better conditions of employment in the less-developed regions.
Assistance here is given to help provide allowances paid by firms to newly engaged
workers to enable them to remain on full pay during a maximum period of six months.

(v) aid to promote the recruitment of young people under 25 years of age who are
unemployed or seeking employment by means of additional jobs likely to give young
people experience with a vocational content or making it easier for them to find a
stable job;

(vi) aid to promote the employment of young people under 25 years of age who are
unemployed or seeking employment through projects for the creation of additional
jobs which fulfil a public need which would not be met if additional jobs were not
created and which are stable or likely to give young people experience with a
vocational content which will allow them access to the labour market and make it
easier for them to find a stable job.

For the nine different intervention areas in Table II.A, separate budgetary appropriations
exist. For all of them, the volume of applications for assistance exceeds by far available
budgetary appropriations such that a selection of operations has to be undertaken. In
order to provide an objective basis for the choice of applications, the Commission
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establishes selection criteria which are published in the guidelines for the management of
the Fund. These guidelines are published before 1 May each year in the Official Journal
of the European Communities and cover the succeeding three years; the 1982-84 guidelines
have been published in Official Journal C 110 of 13 May 1981. The principle of the
guidelines is to indicate for each intervention area the specific types of operations which the
Commission considers to be of priority importance. For most interventions areas, several
levels of priority are fixed. The Commission tries to establish these levels so that at least
all first priority operations can be financed. If in a particular area of intervention the
volume of applications exceeds the available appropriations, a reduction is applied to the
applications which are in the last priority level for which appropriations remain after all
operations of higher priority have been approved. The reduction method takes account of
the relative extent of imbalances in the labour market and the economic capacity available
for correcting them in the Member States.

Financial provisions

For operations undertaken by the public sector (public authorities, bodies governed by
public law, etc.), assistance from the Fund covers 50% of eligible expenditure. In the case
of operations undertaken by the private sector, the Fund contributes an amount equal to
the expenditure borne by the public authorities, on condition that they or the Member
States concerned guarantee the completion of such operations. The Fund’s contribution
is stepped up by 10% in the case of operations undertaken in regions with particularly
serious and prolonged employment problems — at present in Greenland, the French
overseas departments, Ireland, Northern Ireland, the Mezzogiorno and Greece.

For pilot schemes, the Fund may not contribute more than 50% of the actual cost. For
studies, the contribution is generally 50% of the cost but may be higher. A contribution
from a national public authority is not necessary in the case of pilot projects and studies.

Procedures

Assistance from the Fund can be granted to public authorities, bodies governed by public
law, joint social institutions entrusted with tasks in the public interest, and bodies or other
entities governed by private law on condition that the public authorities guarantee the
completion of such operations. Applications for assistance from the Fund can only be
forwarded by the Member State concerned; they have to be submitted prior to the carriyng-
out of the operation. The Member States have to submit their applications, grouped
together by areas of intervention, before 21 October of each year in the case of operations
due to begin in the first half of the succeeding year and before 1 April in the case of
operations due to begin in the second half of the same year.

When an application for a grant has been approved, an advance payment equal to 30% of
the total assistance approved can be paid as soon as the Member State concerned has
certified that the operation has begun. A second 30% may be paid as soon as the Member
State concerned has certified that half of the operation has been carried out in compliance
with the conditions laid down in the decision granting approval. Complementary and final
payments are made on receipt of an application giving details of expenditure. The
administrative provisions for submission of claims for payment are laid down in
Commission Decision 78/742.
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Chapter 111 — European Regional Development Fund
(intervention fields of quota section and specific measures of non-
quota section are surveyed in Table IIT)

Aim
The European Regional Development Fund is intended to correct the principal regional

imbalances within the Community resulting in particular from agricultural preponderance,
industrial change and structural un