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l. The Economic Situation and Policy Relating
to Economic Trends

By Robert MARJOLIN

Vice-President of the Commission

The economic situation within the Community, whose member coun-
tries are all sharing in the general expansion throughout the world, is
one of rapid growth. In the fourth quarter of 1959 the value of exports to .
non-member countries was 14 % above that of the corresponding period
of 1958, while intra-Community trade continued to grow (the increases
were 2 %, 16 %, 25 % and 29 %, over the corresponding quarters of 1958),
with the consequence that boom conditions have spread rapidly to all Com-
munity countries.

The other elements of demand are also contributing to expansion : private
consumption is tending to grow at a more rapid rate than in 1959, largely
as a result of wage increases granted in most member countries, while
fixed investment by enterprises is also on the increase.

Production has so far shown great elasticity in adapting itself to the general
expansion of demand : from January to December 1959, the index of indus-
trial production rose by about 15 % for the Community as a whole, and
further progress may be expected in the first quarter of 1960.

Although prices were relatively stable in 1959, with the exception of those
for agricultural products, which were affected by the shortage of supplies
consequent on drought, they may well be subjected to greater strains during
the months ahead, now that the slack in the Community has already been
largely taken up.

*

Responsibility for the preparation of a policy to deal with economic trends
is laid by the Treaty upon the Commission, which has found it necessary
to define the measures which it considers should be taken to meet the pres-
ent situation and has discussed them with the Councilin recent weeks.

In the first place, the implementing of national budgets will need to be
adapted as closely as possible to the business trend. Some automatic adapt-
ation will in any case occur as a result of the higher tax yields which may
be expected compared with the forecasts of revenue. Should the economic
situation become more strained, speedier collection of taxes, if not their
actual increase, without any corresponding increase in expenditure, might
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also be envisaged. Budget disbursements also offer a certain latitude for
manoeuvre since they include 'a more or less considerable volume of invest-
ment expenditure which can be spread over longer periods. Finally, the
financing of the Treasury deficit could also be adapted to the situation of
the money and capital markets by the widest possible recourse to long-
term loans which could, if necessary, even go beyond the financial require-
ments of the Treasury.

The Commission further considered it should express the apprehensions
it felt at any business cycle policy consisting exclusively of measures of
a monetary character. As a result of the re-establishment of the external
convertibility of currencies, any rise in the discount rate enacted in one
country in fact influences the monetary policy of the others. But itis import-
ant that those countries whose economic recovery is the most recent should
not be forced to follow a general movement of dear money which might sooner
or later destroy their newly-won expansion.

The balance-of-payments surpluses of the member countries and the
high level of their currency reserves put them in a position to envisage
without apprehension some change in their trade balance : measures in
favour of increased imports would thus make it possible to avoid or reduce
any gaps between supply and internal demand for certain commodities.

*®

The Commission also considered that joint action might well be taken
on employment. The level of activity and the extent to which production
factors are being harnessed varies from country to country in relation to
the phase of the business cycle at present reached by each of these. Pro-
duction capacity is being used to the full in the Federal German Republic
(where manpower shortages are particularly high and, it would seem,
fairly permanent) and in the Netherlands (where they will remain high
until 1962). At the same time, growth reserves in the form of unemployed
manpower are available in Italy. Although France, Belgium and Luxem-
bourg are at present in an intermediate position, continued expansion
in these countries is likely during the year to provoke manpower shortages
in certain sectors or occupational categories.

Better use of the manpower available in the Community would make it
possible to increase the rate of expansion of production in those countries
threatened with inflationary pressures and even in those where the labour
market is showing only sporadic signs of strain. In addition, the social
situation of the countries with a manpower surplus, in particular Italy,
would benefit.

Over and above the bilateral efforts already being pursued between certain
Member States, action on the Community level should make it possible



to achieve greater results than those now obtained, which are still relatively
limited. In the present situation implementation of the procedure contained
in Article 49 of the Treaty should be speeded up, so that the objectives
defined in Article 48 concerning the free movement of workers can be attain-
ed as quickly as possible. However, some time must elapse before the
Council can adopt the legal instruments at present being elaborated for the
purpose of ensuring the gradual implementation of these Articles.

The Commission considers that the business situation and the way it can
be expected to develop call urgently for short-term measures, and so it
has proposed the immediate setting-up of a working party to study exist-
ing imbalances and those expected to arise in the labour markets of the
Community, and to prepare appropriate measures to counter them. This
working party, which consists of two representatives per country, one
from the Ministry of Economic Affairs and the other from the Ministry of
Labour, plus two representatives of the Comm1ss1on, has been given the fol-
lowing terms of reference :

— To determine, within two months of the date of its establishment, the
number of offers of employment at present not taken up und their cyclical
trend by country, by sector of activity and by occupational category, as
well as the manpower resources available in the Community and capable
of effectively satisfying these offers of employment;

— To study, within the same time limit, the possibilities of arranging
on the Community level, programmes of rapid occupational training for
persons prepared to migrate but insufficiently qualified and, in a general
way, means of facilitating the manpower movements necessary if the urgent
requirements of the labour markets in the Community are to be met.

At its 27th session, on 2 February last, the Council welcomed the action
proposed by the Commission.

Concurrently with action in the special field of employment, the Commission
considered it advisable to put on a more regular footing the consultations
which it has already been holding on the co-ordination among the member
countries of their policies relating to economic trends. Article 103 of the
Treaty lays down that Member States shall consult each other and the
Commission on the relevant policy to be adopted in the light of current
circumstances. After consulting the authorities concerned in the different
Community countries, the Commission has submitted to the Council a plan
for the establishment of a Committee on policy relating to economic trends.

The chief duty of this Committee will be to advise the Commission on con-
crete proposals which it might make to the Council on all occasions when
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this seems to be required by developments in the economic and monetary
situation. The economic climate since the return of most European curren-
cies to external convertibility, together with liberalization measures taken
at the same time and others in prospect, makes the economies of the various
countries, particularly of the six members of the Community, much more
closely dependent on each other ; as a result, the work of the new Committee
seems all the more necessary.

The Committee will consist of three representatives from each Member
State; they are to be chosen from those personalities responsible within
the State for the conduct of economic and monetary policy at the highest
level.

At its session of 2 February, the Council signified its agreement in principe
with the establishment of the Committee on policy relating to economic
trends. The Committee will convene as soon as the details of its procedure
have been finally settled.

Thus, pari passu with the opening of markets and at a time when the
recommendations of the Commission in favour of speedier implement-
ation of the Treaty are about to come up for examination, the institutions
of the Community will have at their disposal more efficient instruments
to lead economic activity onto the road of expansion.



II. Studies

European Development Fund for the Overseas
Countries and Territories

Objectives and Operation
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" The purpose of this study is to describe in detail how the European Development

Fund operates under the official regulations which have settled the principles
of its action.

The regulations do not always deal with the method of applying the principles
which they establish. Furthermore, these principles call for certain elucidation
or further comment. The following study must therefore be considered in
conjunction with the existing regulations, to which it refers explicitly (1).

The principles and methods of operation described below constitute a working
instrument which it will be possible to adjust in the light of future experience
and of suggestions made by the authorities representing the populations who
benefit from the Fund. Any amendments made will be inspired first and foremost
by the interest of these populations, thus reflecting the spirit of the Treaty of Rome
establishing the European Economic Community.

I. Aims and particulars of the aid given to the Overseas Countries and
Territories

1. The Treaty of Rome regards the economic and social development of the
Overseas Countries and Territories as the first objective to be attained by associat-
ing them with the European Economic Community. Like all the other objectives
of the Community, aid to the associated countries has been conceived in a spirit
of broad international cooperation and an atmosphere of freedom and healthy
competition. Furthermore, the chief responsibility for economic and social develop-
ment continues to be with the populations concerned and with their governments.
In these circumstances there can be no question of the EEC granting its aid otherwise
than in close collaboration with the associated countries.

2. One of the means employed by the European Economic Community to further
the development of the Associated States and Territories is the European Develop-
ment Fund, the purpose of which is to finance economic and social investments.
This financial aid is additional to other advantages which the Overseas Countries

(1) — Treaty of 25 March 1857 establishing the European Economic Community, Part Four.
— Implementing convention relating to the association with the Community of the Overseas
Countries and Territories (25 March 1957).

— Council Regulation No. 5 « laying down the particulars as to calls for and transfers of financial
contributions, budgeting and the administration of the resources of the Development Fund
for the Overseas Countries and Territories », published in the official gazette of the European
Communities dated 31 December 1958.

— Provisional Council Regulation No. 6 «concerning the responsibility of pay commissioners
and accountants entrusted with the resources of the Development Fund for the Overseas
Countries and Territories », published in the official gazette of the European Communities
dated 31 December 1958.

— Regulation No. 7 of the Commission « fixing the particulars of the procedure for the operation
of the Furopean Development Fund for the Overseas Countries and Territories », published
in the official gazette of the European Communities dated 25 February 1959 (known as the
« Implementing Regulation »).



and Territories are expected to gain from their association with the European
Economic Community, chief among them being the promotion of commercial
exchanges (Treaty, Article 132, and Implementing Convention, Articles 9 to 12).
JIn particular, thanks to the breadth of competition, the import of supplies for
carrying out any project financed by the Fund cannot fail to create new commercial
relations between the European Economic Community and the associated countries,
to their mutual benefit. The association also makes it possible for the European
Economic Community to collaborate in technical training and assistance in the
overseas countries and is likely to give a vigorous impetus to private investment
in the territories concerned.

I1. Salient features of the European Development Fund and principles of
its action

Section 1. SALIENT FEATURES

3. The aim of the European Development Fund is to afford aid on a community
basis as distinct from national and bilateral aid already afforded by the Member
States to the Associated Countries and Territories.

On the one hand, the Fund draws its resources from the Member States of the
EEC, but these abandon their exclusive control over the use of the sums thus
made available. On the other hand, the nature of the Fund is such as to stimulate
development on regional lines, since its operations are not limited by the frontiers
separating the countries or territories having special relations with one or several
Member States.

4. The aid afforded by the European Development Fund is also eéssentially
complementary in character in that it adds a special element to the various means,
both national and international, already being applied to further a more equitable
sharing of «know-how » and to level up standards of well-being throughout the
world. In particular, the efforts of the Fund will not replace those which the
Member States having special responsibilities vis-A-vis the associated countries
are already making (Implementing Convention, Article 1). .

Section 2. FIELD OF ACTION OF THE FUND

5. The European Development Fund finances, wholly or in part, investments
of an economic or social character calculated to improve the standard of living
of the populations of the associated countries. These development efforts are not
planned from outside, but correspond to the wishes of the local or national commun-
ities directly concerned. In fact, the Fund may finance only projects submitted
with the agreement of the local authorities or the representatives of the populations
concerned (Implementing Convention, Article 2). It is therefore the beneficiaries
who, acting through their own authorities, have the initial responsibility for the
development operations or at least, through their representatives, supervise the

1
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action taken. The constitutions in force in the various associated countries decide
which organs are competent to request the aid of the European Development Fund.

The Fund occupies, by its very nature, a specific place among the various sources
of financing. It helps to carry out development programmes which are normally
handled by the public authorities. In the interest of the Associated Countries
and Territories themselves, the Fund could not finance projects likely to compete
with or to replace private undertakings.

Neither can the resources of the Fund do the work of the local budgets or cover
government expenses. They must be used for investment operations aimed at
the basic development of the country in question. The projects submitted
to the Fund may not, therefore, include maintenance or operation expenses such,
for example, as those for permanent staff (Regulation No. 5, Article 18).

The Fund acts by means of subsidies for which no repayment is required (Regu-
lation No. 5, Article 19). Thus investments which, in view of their financial yield
and the existing possipilities of the market, could be financed by means of loans,
are not part of its province.

7. The projects submitted to the Development Fund may have as their object
investments of a social or economic nature. The aim of the economic investments
is to improve the apparatus of production or its infrastructure. Where the pro-
posed investments are directly productive, they must be for the exclusive beuefit
of the indigenous populations and bring about a rise in their living standards.

The aim of the projects of a social character is to improve the public health and
educational equipment of the country concerned and the social services and housing
conditions of the local inhabitants. The financing of scientific or technical research
in the interest of the populations of the Associated Countries and Territories may
also benefit under this heading (Implementing Regulation, Article 20).

Section 3. CRITERIA FOR THE SELECTION OF PROJECTS

8. The Commission studies each project from the point of view of its urgency
and its effectiveness in promoting the harmonious development of the communities
to which it applies (Implementing Regulation, Article 24). To thisend it analyzes
the cost of the action proposed in relation to the objectives pursued.

Since the European Development Fund is only one of the means to be employed
in developing the Associated Countries and Territories, this form of aid must be
harmonized with any other means available locally or from abroad. The economic
and social projects submitted to the Fund must therefore be co-ordinated in the
light of the most complete picture that can be formed of well-balanced progress for
the populations concerned. In order to ensure the best possible harmonisation of
the different development undertakings, it would be desirable to integrate the
projects into an overall programme drawn up by each country or territory, the
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elements of which would be linked to the various sources of finance available {Regu-
lation No. 5, Article 24.)

9. The assistance of the Fund will be particularly effective when applied as part
of a development programme at the points where it would bring into play other
factors making for progress and enable these to be applied to other parts of the
programme. Thus action by the Fund is especially appropriate for establishing the
infrastructure which conditions private activities and investments, for speeding
up the general education and technical training of the local population, which is a
determining factor in its productivity, and for increasing knowledge of the resources
and the economic structure of the countries concerned so as to permit, inter alia,
the drawing up of comprehensive development plans.

10.  Analysis of the projects generally results in first priority being granted to
operations which will remedy existing unbalance in the economic and social struc-
tures, elimiinate bottlenecks and other obstacles to development, and contribute to
valorisation of potential resources.

Structural disequilibrium may exist between urban and rural development, agri-
cultural and industrial productivity, receipts and expenditures in the balance of
payments account or in the operational budget, etc.

Since the realization of the projects should evidently not lead to disequilibrium
of this sort, the Commission is careful to see that the investments financed by the
European Development Fund are not such as to imperil the local finances by involv-
ing them in recurrent expenditure.

11. The Commission is also careful to diversify the action of the Development
Fund by applying it both in the economic and in the social spheres and dividing it
between operations with short-term effects in some cases and long-term effects
in others.

To be lasting any social improvements must correspond to some economic develop-
ment. Conversely, economic development presupposes a population which is
physically fit and has the ability to do the work required. '

Generally speaking, priority will be granted to operations whose effect on the
standard of living of the native populations is rapid and direct. However, there
is a danger that in the long run development might lead to serious distortions and
be slowed down if care is not taken to further at the same time those factors
which condition expansion indirectly or in the more distant future.

12.  In the use it makes of credits available for each group of Associated Countries
or Territories, the Commission is careful to ensure an equitable distribution of the
aid of the Development Fund (Implementing Convention, Article 4). For this
purpose no territorial percentages are laid down a priori, but each group of projects
is judged according to the criteria defined above. Nevertheless, the total amount
allotted to financing them is related to the numbers of the population, its present

13
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and potential level of development, the other financial resources available to the
associated country and the capacity of its economy to absorb capital.

Section 4. METHODS OF CARRYING OUT THE PROJECTS

13. With a view to the best possible use of the resources of the Fund in the interest
of the populations who are to benefit, the projects must be carried out in the most
economical manner while stimulating the productive potential of the country
which receives aid. This is why, in general, the goods and services required are
obtained in the open market by calling on private initiative and competition.
Nevertheless, when private initiative is inadequate or does not yet exist, it is normal
for the public authorities to take the operations in hand. In such cases the fact
that certain work is being done under State supervision would not be a bar to
action by the Development Fund to finance the project.

14. The free play of competition in the execution of the projects pre-supposes
that there shall be no discrimination between the supppliers or entrepreneurs of
the Member States and of the Associated Countries and Territories. (Treaty of Rome,

Article 132 (4) ).

Section 5. SCOPE OF THE FINANCIAL AID OF THE EUROPEAN DEVEL-
OPMENT FUND

15. The European Development Fund may finance all the expenditure neces-
sary for the execution of the projects, provided that the operations to be financed
fall within the field of action laid down for the Fund and described in Section 2.
In principle, the financing is effected either in the currency of the Overseas Countries
and Territories concerned or in that of one of the Member States of the European
Economic Community.

16. The Commission undertakes to finance a project or group of projects for
one or several associated countries by signing a Financial Convention with the
responsible authorities of the country or countries concerned. No expenditure may
be financed from the Fund unless it conforms to the Financial Convention and is
necessary to the carrying out of a project thus approved. It is therefore impossible
for the local authorities to undertake commitments for expenditure to be financed
by the European Development Fund before the signature of the Convention relating
to the project concerned.

However, technical or economic studies may be necessary before a project can
be carried out. In such cases, the cost of studies made prior to the submission
of the project might be covered by the credits granted for the financing of the
project itself. The financial action of the Fund in this field is subject to the follow-
ing conditions : (a) that the studies necessary should be beyond the resources
of the local administrative services, and (b) that the Commission approves them
before they are undertaken.


collsvs
Text Box


Requests for the financing of studies or important research prior to the establishment
of a project are examined in the same way as a project normally submitted to the
Commission.

17. The Fund is intended to finance entire projects. Nevertheless, as the
Commission is anxious to promote close collaboration between the various sources
of finance and the harmonisation of their activities, it may accept projects in which
the action of the Development Fund would only be partial and additional to the
contribution made by local budgets or other sources of finance (Regulation No. 5,
Article 17).

18. The European Development Fund has very considerable resources, whose
availability is ensured from the outset for each of the five successive financial years.
Such financial aid is particularly suited to the carrying out of basic investments,
the cost of which is high. If these investments can be effected at one stroke,
rather than by separate and uncertain tranches, their yield is generally higher and
their total cost decisively lower.

The financing of projects for small amounts would necessarily result in such multi-
plication of the operations for which responsibility is undertaken that the granting
of credits would be considerably slowed down and the operation saddled with
extra incidental costs which would reduce the resources available for actual use.
Operations for small amounts may sometimes be grouped into a single project,
provided it is possible to carry them out together.

On the other hand, the resources of the Fund may only in exceptional cases be
used in any single associated country for projects whose size is such that the
distribution of the credits between the various sectors or regions is unduly limited.
In all cases, the amount involved by a project will only be considered by the
Commission in the light of : (a) the size of the country concerned and of its popula-
tion; (b) the urgency of the project for the well-being of the inhabitants; and (c) the
possibilities of recourse to other sources of finance better adapted to the scale of
the project.

III. Operation and “procedure
Section 1. SUBMISSION, AMENDMENT AND WITHDRAWAL OF PROJECTS

19. The projets are submitted to the Commission by the responsible authorities
of the countries and territories with the explicit agreement of the local authorities
or the political representatives of the local populations concerned (Implementing
Convention, Article 2 (1))

(1) In the Treaty of Rome and the Implementing convention relating to the association with
the Community of the Overseas Countries and Territories « responsible authorities » are under-
stood to be those in the Member State which has special relations with the particular associated
countries or territories. In this context the authorities which by virtue of the various constitu-
tions in force have general political responsibility on the spot in the associated countries, are
referred to as «local authorities ».

15



collsvs
Text Box


16

Each Member State informs the Commission of the European Economic Community
who are the responsible authorities, the local authorities and the bodies representing
the population under the constitutions in force for each overseas country having
special relations with it. The Member State also communicates any change
which may take place in this matter (Regulation N°. 5, Article 21).

20. 1If the associated country decides to execute with other funds a project sub-
mitted to the European Development Fund, or if it amends its programme of projects
for any other reason, it must inform the Commission accordingly. The procedure
for the withdrawal or the substantial amendment of a project is the same as that
for its submission.

Should the Commission after examining the project wish to make certain changes,
these must be made in agreement with the local authorities and the responsible
authorities of the country concerned (Implementing Convention, Article 2 and
Implementing Regulation, Article 26).

21. Projects submitted for financing during a financial year of the European
Development Fund and not accepted for that year may be re-submitted for examin-
ation by the Commission with a view to their acceptance in a later year. Should
they not be re-submitted, they are considered as having been withdrawn.

Section 2. FORM OF THE PROJECTS

22. A dossier in triplicate containing a description of the scheme and the grounds
on which it is based is submitted to the services of the Commission in respect of
every project. Any supplements to the dossier after the project has been sub-
mitted are also sent in triplicate.

The dossier states which local authorities and bodies representative of the populations
concerned have approved the project or group of projects before their submission
to the Commission and the manner of this approval.

The dossier further contains the names of the legal person on whose behalf the
request for aid is submitted, the authority responsible for carrying out the work
and, if necessary, who will be the proprietor of the project once completed with
the aid of the Fund (Regulation No. 5, Article 22).

23. A part of the dossier consists of supporting documents to prove the utility
and Jor profitability of the investment in its economic and social context.

The dossier also furnishes miscellaneous information in support of the project;
this may include a survey of the existing situation in the region and sector involved
and data such as population figures, area under cultivation, volume of trade,
budgetary receipts and expenditure, numbers attending school, etc.

2. 1In its descriptive part the dossier supplies data concerning the technical
and financial aspects of the execution of the project.
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Each project shall form a complete whole, capable of furthering the development
of the communities concerned irrespective of any other schemes. (Implementing
Regulation, Article 20). If complementary action is necessary to ensure the
complete effectiveness of the projected investment, the nature of this action must
be specified, together with the proposed source of finance. To improve the produc-
tivity of the indigenous populations often requires something more than the mere
provision of better equipment; the users must also be in a position to operate to
maximum advantage the equipment supplied. This demands that they be guided
by technical supervisory staff over a long period and that their endeavours have
the support of appropriate institutions.

25. The descriptive part also contains at least that minimum of specifications
and plans necessary for the appraisal, from the technical angle, of the material
content of the investment and the proposed method of carrying it out. The dossier
refers to the studies made to establish the utility of the project and to fix the method
of work, and indicates the detailed planning still required before operations can
begin.

It includes a programme, with a time-table, of the various stages between the
approval of the project and its final completion. This programme may include
the detailed technical studies.

The dossier specifies the method of work envisaged or, if appropriate, the different
possible methods from which a choice may be made. The same applies for the
type of procurement contracts and works tenders to be concluded.

26. In all cases where a comparison is possible, the financial estimates for the
project are based on the cost of the most recent operations of similar character
in the same region, or on the results of calls for tenders for comparable projects.
Schedules of current prices are attached to these estimates if necessary.

At the very least, the price estimate for the project must be broken down into
expenses for detailed planning, for management and administration, for manpower,
for equipment and for materials. It must also indicate the approximate percent-
age of supplies to be imported.

The financial evaluation covers the complete execution of the project even when
the financial aid requested from the European Development Fund concerns only
a specific part of the total operations. The dossier must show the source and the
purpose of any further funds.

If the execution of the project is to extend over several years, the credits requested
for its financing are made available according to a time-table corresponding to the
probable spacing out of the work.

27. Should a project not have been accepted and be submitted again for a later
financial year, the justificatory and descriptive dossier already submitted remains

17
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valid. Only those variable factors which are no longer accurate need be brought
up to date in support of the fresh submission.

Section 3. FINANCING OF THE PROJECTS

28. The carrying out of a project and its financing by the Fund may extend
over several years. No financing may begin after the end of 1962, which is the
last financial year at present laid down for the Fund.

The payment authorizations required for each annual tranche of a project are
granted in the Financial Convention, which also indicates the total amount of aid
granted by the Fund for the project. The Commission informs the authorities of
the country concerned and the local authorities in due course of the dates when
the portion of the subsidies to be granted in respect of the following financial years
will be available. Payment authorizations not used up at the end of a year remain
available for the same project.

29. The amount of the Fund’s commitments specified in the Financial Convention
is purely provisional. The Commission decides on the definitive commitment at a
later date on the basis, either of the results of calls for tenders and contracts or,
when it is a question of work under government supervision, of cost estimates
submitted by the authorities responsible for the work at a time decided by the
Commission (Regulation No. 7, Article 34, and Regulation No. 6, Article 4) (1).

Section 4. EXECUTION OF THE PROJECTS

30. Projects are carried out under the responsibility of a local authority designated
for this purpose in the Financial Convention and known as the local organiser.
The functions of the local organiser are defined in Articles 39 and 40 of the
Implementing Regulation. They include the usual tasks of a director of works.

31. The projects are carried out in accordance with local procedures and methods.
These must, however, be adapted at any points where they are incompatible with
the regulations governing the European Development Fund, especially the Imple-
menting Regulation.

In particular, tenders and contracts are concluded in conformity with the regula-
tions in force in the country or territory concerned. The general forms of contract
and tender must be amended as to detail when their provisions do not ensure equal
treatment of natural and legal persons who are nationals of the Member States
and those who belong to the Associated Countries and Territories.

32. During the preliminary procedure and when the project is being carried out,

technical control is assumed by one or more natural or legal persons appointed

(1) Regulation No. 6 of the Council of Ministers, published in the official gazette of the European
Communities on 31 December 1958.
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for this purpose by the Commission and specified in the Financial Convention
(Regulation No. 5, Article 20). These are known as technical controllers.

For each project the controller is chosen in the light of his technical ability in the
field in which the Fund is financing the investment. He advises the local organizer
on how to obtain the maximum benefit from the investment. In no case, however,
may the action of the technical controller lead to the Commission assuming respon-
sibilities which normally belong to the initiator of the project, the local organizer
or the entrepreneur.

It is the responsibility of the controllers to check whether the clauses of the speci-
fications are in conformity with the purport of the project as indicated in the
Financial Convention, on the one hand, and, on the other, with the regulations
governing the Fund. They must see to it that the local organiser spares no effort
to complete each project without exceeding the credits granted but. with due dis-
patch and in line with accepted practice in the relevant field. He certifies that
the work as carried out is in conformity with the project as approved by the Com-
mission. The functions of the technical controller are described in Articles 41 to 44
and Article 53 of the Implementing Regulation.

Section 5. EXPENDITURE : COMMITMENTS AND PAYMENTS

33. The local organiser authorizes expenditure in connection with the execution
of the project. The financial action of the Fund normally takes the form of direct
payment, the Fund itself settling with creditors on the basis of the payment orders
drawn up by the local organiser. The Fund may also operate by reimbursements
in this case, the payments are first made by the competent local authorities in the
normal way. The choice of method is based mainly on the wish to ensure regular
and rapid scttlement and to avoid saddling estimates and tenders with financial
charges.

34. The Fund effects payments in connection with the execution of the project
through a local financial institution, known for this purpose as the paymaster-
delegate, to whom the authority to pay is issued by the Commission. The
Fund opens an account with the paymaster-delegate and pays into it the necessary
monies.

35. Financial control a posteriori is provided at all times by the Commission’s
Director-General for Overseas Countries and Territories on the basis of supporting
vouchers and, if necessary, of the findings of officials sent to check on the spot.
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