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COMMUNITY FINANCING OF REGIONAL INVESTMENT 

IN 1987 

FINANCIAL AID AS A WHOLE: CONTINUED HIGH LEVEL 

In 1987 the European Community increased its funding of investment in the less-favoured 
regions. Its efforts were directed towards both regions where general development is lagging 
behind and regions where the Industrial base is in decline; aid was also provided for 
investment projects in sectors particularly important to regional development which are under 
considerable pressure to adapt. 

4026 million ecus were provided in the form of investment grants from the ERDF and EAGGF 
(direct measures of the Guidance Section); at the same time the EIB (from its own resources 
and from NCI funds), the ECSC and EURATOM granted loans amounting to 8700 million 
ecus. In comparison with 1986 this represents an increase of 5.3% in grants and 1.4% in 
loans. 

The regions covered by objective 1 of the new Regulation (applicable from 1989) on the tasks 
of the structural funds (objective 1: promoting the development and structural adjustment of 
the regions whose development is lagging behind) had two thirds of investment grants and 
nearly a quarter of loans in 1987. 

ERDF AND EIB: SIGNIFICANT INCREASE 

The ERDF and the EIB, both of whose activities may cover all sectors of the economy, funded 
most of the Community participation, i.e.91% of grants and about 86% of loans. 

The investment subsidies of the ERDF were, at 3662 million ecus, 10.8% higher than in 1986. 
The main object was again infrastructure; three quarters of the total ERDF resources were for 
projects in this field, predominantly in less-favoured regions of Italy, Spain and Portugal: 
Campania, Sicilia, Andalucía, Castilla-La Mancha, Norte. 
The financial aid provided by the ERDF was highly concentrated on certain regions: 10 
regions where just under 12% of the Community population live received half of all subsidies. 
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In 1987 the EIB granted loans amounting to 7450 million ecus, an increase of 5.4% on the 
previous year. Loans provided from NCI funds Increased more than credits from the ElB's 
own resources. 
Aid was once again concentrated on infrastructure (in particular: energy, transport, 
telecommunications), but financing for industry, agriculture and the tertiary sector is clearly 
becoming more important. A good 70% of all EIB loans went to the three Member States Italy 
(41.8%), United Kingdom (15.2%) and France (13.5%). 

EAGGF GUIDANCE SECTION AND ECSC/EURATOM: MARKED DECREASE 

The EAGGF Guidance Section awarded a total of 364 million ecus in direct investment 
subsidies for the modernization of agricultural structure in 1987 - a decrease of almost 30%. 
Only Belgium and Portugal received more than in 1986. As in the previous years the 
improvement of conditions for the processing and marketing of agricultural products was a 
central objective. 

The ECSC and EURATOM granted loans of 1250 million ecus for the modernization and 
conversion of the coal and steel industries and the construction of nuclear installations -17.2% 
less than in 1986. One of the reasons for the reduction was the sharp decrease in loans to the 
steel industry. 
The credits granted were concentrated on coal and steel regions in the United Kingdom 
(Yorkshire and Humberside) and Italy (Toscana), power station construction in the Federal 
Republic of Germany (Braunschweig) and nuclear projects in France (Rhône-Alpes), Italy 
(Lazio), the Federal Republic of Germany (Weser-Ems) and the United Kingdom (North). 

FINANCIAL AID FROM SEVERAL INSTRUMENTS AT THE SAME TIME 

The Community tries to avoid any cumulation and overlap of its structural instruments. 
However, it may be perfectly appropriate for regions to receive substantial aid from more than 
one source if they suffer from a lag in development and, at the same time, are faced with 
sectoral adaptation problems, or if industrial crisis sectors are vital to the development of a 
whole region. 

Of the 20 regions with the highest amounts of financial participation per inhabitant, eleven had 
funding from two financing instruments at the same time, while three regions (Ireland, 
Algarve, Alentejo) received financial aid from three sources: the ERDF, the EAGGF and the 
EIB. 
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EXPLANATORY NOTES 

EC GRANT FACILITIES FOR INVESTMENT 

Investment grants are unrequited transfers for gross fixed capital formation. 

European Regional Development Fund (ERDF): According to the Council Regulation on the 
Regional Fund, which came into force in 1985, the ERDF provides funding within a specific 
range defined for each Member State with an upper and lower limit. The Regulation 
distinguishes between programme and project financing. 
Besides this ERDF resources can still be allocated to specific regional development 
measures (old "non-quota section"). 

European agricultural Guidance and Guarantee Fund (EAGGF) - Guidance Section -
direct measures: Assistance is granted for both private initiatives (typical case: improvement 
of processing and marketing conditions for agricultural products) and for projects carried out 
by public authorities (ex. collective irrigation schemes, forestry measures). 

EC LOAN FACILITIES FOR INVESTMENT 

Loans are provided at normal or reduced rates of interest; they have to be repaid. 

European Investment Bank (EIB): Article 130 of the EEC Treaty authorizes the EIB to 
provide loans from its own resources for financing all kinds of (1) regional development 
projects, (2) projects of common European interest or (3) the structural reconversion of "old" 
enterprises 
New Community Instrument (NCI): A council decision of 1978 enables the Commission to 
contract NCI loans promoting investment in the energy, industry, and infrastructure sector and 
helping to combat unemployment. 

European Coal and Steel Community (ECSC): Article 54 of the ECSC Treaty enables the 
Commission to finance investment programmes in the coal and steel industries; in addition, 
loans for the construction of workers' housing in these industries can be given. Article 56 is 
the legal basis for loans aimed at the restructuring and reconversion of coal and steel 
industries. _ . . „ . 
European Atomic Energy Community (EURATOM): Based on articles 2, 172 and 203 of 
the EURATOM Treaty the Commission can give loans for financing nuclear power stations 
and related installations. 



STATISTICAL QUESTIONS 

Territorial units: Data are presented for the regions of levels I and II of the EUROSTAT 
nomenclature of territorial units for statistics (NUTS). Projects involving more than one region 
are classified as "MULTIREGIO" in the tables. Projects covering several NUTS I regions are 
presented at national level, while those involving several NUTS II regions appear at the level 
of the corresponding NUTS I region. 

Recording time: ERDF and EAGGF investment grants and loans for workers' housing are 
recorded at the time of the Commission's decision. All other ECSC and EURATOM loans are 
recorded at the time of payment, EIB and NCI loans at the time of the signature of the loan 
contract. 

Limits to the analysis: Methodological and technical problems make it impossible at the 
moment to provide regional data on the Social Fund and the indirect measures of EAGGF 
Guidance Section or to measure the important regional impact of EAGGF price guarantees 
for agricultural products. 

REFERENCES 
For more detailed information consult: 

the annual EUROSTAT publication, "Regions - The Community's financial 
participation in investment"; 
EUROSTAT's regional database REGIO. 


