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" Tt is with great pleasure that I accepted President Faure's
invitation to speak at the opening of your Conferenca.

The organisations behind the initiative of this Conference, the
Council of European Municipalities and the IULA, are nu sirangers to me.,
I have had various opportunities of meeting them with other local and

 regional authorities, notably at the Council c¢i’ Europe conference.

Thanks to this I was able in July 197S‘to discuss with members of
these organisations the decisions which the Council had taken to create
the first two instruments of regiona1>poliéy, that is to say the European
Regional Development Fund and the Regional Policy Com:’itee. In March
1976 1 was able to report on the setting~up of these tuo instruments.

Meanwhile I sent o the local and regional authoriiies, as soon

as the Commission adOpted it, the Flrst Anrual Report on the Fund .'

The time seems to have coms:to discuss with you where matters now
stand. Tou Imow izt we are, withih the Commission, considerinz *he
propoéals for Community regional pdlicy which we have to present to the
Council next ~year. So I am happy to'have this opportunity, before today's
large audience, to sketch out for you the way in which I personally would

- like to see Community regidnal policy develop from now on.

Before turning to the future, I would however like to give you, in
broad outline, a report on jhe act1v1tles of the ERDF and the RFC. In
d01ng so I want to make clear the role that these two instruments should

play in the Community's regional pelicy as I see it.

I. The Implementation of Community Regional Policy
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The European Regional Development Fund, as yuﬁ know, was eventually
set up last year. Its initial endowment, for the three years 1975 %o 1377,

was set at 1300 million units of account, which is 7220 million French

francs. This total is divided into national entitlements for each member
state based on the comparative magnitudes of their regitnal problemss:

thus 40% of the Fund is available for Italy, 28% for the UX, 63 for

Ireland; and for France 15%, or 1083 million French francs.

The Fund is used to make non-repayable grants to eligible investment
projects, in association with the national regional aid systems of
Member States and the infrastructure expenditure programmes of nationzl
public authorities. It can make granté equivalent to up to half the
national aid for industrial and some Serviﬁe investments in areas
benefitting from national regional aids; and it can contribute up to .
36% of the cost of infrastructure works in the same areas that are
directly linked with the development of industrial activities.

Applications are submitted to the Commiséion by Member deerﬁménts
and our decisions are given normally two or three months later. The
first commitmenis of grant from the Fund were made by the Commission
in October 1975. Nine monihs later, of the 1300 million units of account
available for the full three year period, 569 million had already been
comnitted, in favour of 2115 prdjecic. Within a few days whon the Commizsien
r
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takes its decisions on tre final batch of grav's for - 376, the Fund will

have committed its full appropriation for 1976 = £00 million units of

_account (300 mua in 1975 and 500 mue in 1976). The toial number of projects

- allocated grant will then be about 2000, involving investrents of about

7200 million units of account.

Perhaps I night no& rerind you of two points whish srz made in the
Pirst Annual Report and whidh I feel are fundamental.
el
Firstly - and we underlined this in the very first senieance of the
report — the RDF should not be confused with Community regional policy.
By itself it will never be able to bring ebout the necessary structural
changes to reduce regional disparities within the Commumity to acceptable

levels. : A ‘ 4

However large the regional Fund nay become in the future -~ and here

T am elready anticipating the second part of my talk - % ought in my'

view to constitute only a part of the Community's concern with the
balanced regional development of the ZBuropean economy and our contribution
to it. Most obviously, the Fund needs to be coordinated very closely with
the work of all the other Community funds. The other funds can, if used

correctly, piay a substantial par{ in regioral development. It is a point

.~ x s [ et Y ~ L :
which you have =1l made Ireguently ic us.

I see a danger against which the Community needs 1o be on its guard.

The danger is the assunption that, simply 4y virtue of the Regional

.Fﬁnd’s having been set up, other policies can iake their course without

regard to their impact on the regions suffering from severe structural
problems. This assumption is easily made. Bul it can lead to the Community
adopting policies which, a% a stroke, can nullify the positive work being

déno in the field of regicnal development.

This aspect of regional policy seems to me to need more careful
cerisideration than it has go far received. Indeed it is the promotion of
this view of Community regional policy to which the Commission is

giving priority in iis prepzration cf piroposals for next year, firct
small step in the right direction has been taken by the creation in ils

Commission of an inter—deparimental group designed to improve coordinztion



between the operations of the Community's different fimencial instrumemts.
The scope of the activity of the inter-departmemwial group could be
6onsiderab1y increased. Going further, there is a case for insiituting
arrangements. in the Community for helping to make sure, that regiomal
policy really becomes what it ought to be: the geomph:.aaﬂrw

" element in a comprehensive economic structural policy. ﬁxﬁs

arrangements to ensure that more systematic account is taken of the
regional effects of proposed new policies amd, in particular, of

- expenditures of Community money.

In the Commission this might be done 'by"having regional sssessmenis
of the impact of general policy proposals submitted to the Commission, 28
an element in its decision~taking procedure,.as mt:mely as post awesm;mﬁs
by the Buget Commissioner already are. I would call this a 'regional

. impact assessment' required for policy proposals in o ther fields. I other
words we must make sure that every action taken by the Community centributes
towsrds its goal of promoting convergence between the economies of our

verious states and regions, and above all does. not help to perpetuate theis

present divergence.

Further study should be made on the iinpor‘ha.nt issues raised by the
possibility of Community 'deoongestion‘ measures, for example, to reliewe
the soc?al an:lleconomic problems of crowded areas. To heip prepare for
‘this and other future developments, it may be appropriate 4o rewview jim 1977
-the mandate of the Regional Policy Committee of senior national officials,
which was set up simulianeously with the Fund. The Committee needs 1o
become ‘ increasingly effective in opéi;ationa.‘l terms, without in any way
-.-clen"a.c.ting from the Commission's right of initiative. Indeed one might
envisage the adoption of a timetable for various future Commissionm propossls

in the field of Community reg:‘.ona.l pdlicy-.

Secondly, another point raised in the report, but which I would like
to be more explicit about here, is the traces that will be left on the
_ regional scenc by the present economic crisis. We say in the veport fhat




the Fund started up in 1975 during a grave economic crisis, — at a time
when investment was ver& lown generally and when unemployment and inflation
reached levels unknown for a generation.

At the end of 1975, more than 5 million people were unemponéd. In
1976 unemployment still remains at about 5 million. Every Community
region. has sufferéd; the less févoured regions as weli &5 the more

prospercus. ) i

The crisis has obviously had implications for the activities of the
Fund. One result has been that as much as 60% of its grants in 1975
vere for infrastructure pfojects; and in 1975 this prorortion will probably
reach 75%. An even more significant result is that during the last few 4
yeafs the nature of tﬁe Community regional problem has become more diverse.
The situation as I see it is twofold. The well-known, long-standing
extrenes of inequality between‘Europe's richest and poorest regions have
tended, if anything, to grow even wider. At tﬁe same time new regional
problems have arisen in the aftermath of the economic and industrial

upheaval of the last few years.

For we have seen not merely conjunqtural problems arise in previously
prospzrous indusirial regions, bt new structural problems, too, for
7region£ dependent on industries that have lost their old competitiveness.
This point is important, for it is weaknesses in the underlying econonmic
" structure, rather than any passing crises, which are the business of
regional policy, certainly of a Community regional policy. We are concerncd

with prosoting an underlying economic structure in the problem regions

" whick will facilitate the economic integration of the Community. We now

have to attempt this task ag%inst the background of a new sitﬁation, one

in which, while the traditional regional problems remain almost undiminished
in scale = and there is increasing uncertainty abott the possibilities of
tackling them = we are also confronted with new difficulties, some of them
in tke hardest hit parts of Europe. This situation seems among other things

to0 call for a Community policy better able to take preventative action
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to stop yet further regional problems: arising in {lke future.

IT. The Future of Community Regional Folicy and the Pumd in Fartiewlar

As you know, the Commission must present next yeaxr- Fthe: appropriate
proposals for the Community's regional policy and: for aid from tie Ford
as from Januvary 1978. T have alrezdy underlined the need for coomdimatiem
of Community policies and financial instruments, and the need to: adapt
these instruments to meet altered circumstances. So new I will speak

" particularly about the future of the Fund.

The resources allocated to the R.D.F. for its initial three-yeaz
‘period have indeed been more modest than wauld have: been: idesl. They hawee
been insufficient to meke it possible VYo point, especial l,y after barely ,
a ye—ar of the Fund's full operation, to the aghiewvement of particular

- results; this would have in any event been: difficult during a pexriod of

exceptional general eccromic difficulties and, notably, low investment
even in the most prosperous paris of the Community. Nevertheless, it

hags been possible for the Commission to launeh the B.D.F. in a meaningfid
way, and its impact on public opinion in certain regions has heen rem

In virtually every lMeuber Staie there is now sirong grass roots: supportt

-

o As dn alternative to a substantial hcrease in the size of the: Pund,,

gome countries seem to favour limit'ingg its grants: to the: three presentt

"net recipient countriez. ‘hile this prospect presents: certain superfieisill
attractions, as representing a concentratiom of limited resources: on: thee

region:s with the gravest struc‘tAural. problems, a 'three~country Fund' wendl

" in my view be likely to be seriously inimical to the dewelopment of a. moves

corprehensive Community ap.pro‘g,ch to regional policy as: T have describedi~
it. It might also herald a nrew anrd potentially: divisive political attittudbe
to the nature of the C'cmmﬁnity parinership, in regional policy and' more:
generally.i Besides, why should such a principle be applied to the: Regiommdl
Furnd alone, when no—one suggests the same for the Social or Agpicultupadl

Guidance Punds?

My view on tlie size and shape of the Fund is as follows.. Ca the one




-hand, the long-standing extremes of inequality beiween Europe's richest
and poorest regions are tending, if anything, to grow even wider. On the
other, new regional problems have arisen in the afiermath of the economic
and indusirial upheaval of the last few years. My conclusion is that the
Community needs more money fé devote to these fundamental ‘economic and
moral challenges than the Regional Fund ncw has. But more monéy Ean e
justified only by demonstrating that it will be used to maximum effect.
This requires concentrating on considered priorities, and, in particular,

on the priority items in properly worked--out regional development programmes.

Many of you will know that the Regionzl Poiicy Committee has already
reaghed agreement on the shape and content of the regional development .
programmes which, undér the existing Fund regulation, have to be submitted
- to the Commission for all Fund-aided regions, by the national governments,
before the end of 1977. Unformity of .policies ;s unthinkable when regionél
problems differ co widely in their_nafure across the Community. What is
possible, and necessary, is to reach agreement on what form the Community's
contribution to each regional problem;or type of problem should best take,
in the interest of the Community. We iherefore attach great importance
to0 these regional development prdgrammgs as the means by which the Community
can influence nationzl regional ﬁglieiés and ensure that the Regional
Fund isfspent in what the Commuhity as a whole judges +the most effective
manner. But since very few of the programmes have yet been finalised and
presented to us it is not easy to forecast very exactily how soon we shall
be able to use them as a reliable i?strument for plamming and monitoring

the Co&ménity's contribution to regional development.

I would now liks to mentio? a numbér of concrete points that I shall’
recommend to my successor to cengider in the context of the review: - a

9-point programme:

(i) how best to ensure that the R.D.F. provides an effective
. Community financial bonus to erable priority infrastructure development
and renewal to procecd faster itlan constraints oa national public cxpendiiturr

would ctierwise allo:;
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(ii) finding means to make the Fund act more directly as a
trigger and 2 multiplier for the tramsfer of direct inves#

regions with surplus resources. For éxamgle—,f we: are exploring the
possibility of encouraging access to the Buropean Investment 3Bonk by small

and medium sized businesses;

-

(iii) how far the percentage rates of Pund comtribwiicm to
projects should be increased.or modulated, se as to increase the Communmity“s
impact on investment decisions, especially im the regions of greatest needs .

‘ (iv) whether there is any political prespect ef heing akle teo
bring in a 'quotag—ffee" section of the Fund, or alternaiively of medifyimz

or making less rigid the present 'quotas'; for instance whether such a

part of the Fund might be used to provid;e risk capital to natiemal devclopmemi
finance companies, or to assist with the costs incurred im prospecting and

- publicising investment opportunities.

(v) ' whether the Fund should continue to deal with applicatioms
for individual projects, even within the framework of regional &evet@mm%
programmes, or whether a more overall approach to the Fund's financial
contributions might be adopted, at least in part;

(vi) whether there should be new guideliness for the types of
mductrn.al investment which the Fund should concenirate oun assisting (e.g.
,,forelgn investment in aided regions, invesitmenis necessary to absard
regional unemployment provoked by sectoral problems of major Comeemity
‘ importance or the effects of other Community policies);
(vii) what new measures can be envisaged te stimulate the
) expansion of ‘service sector employment in aided regiomsi

‘ : ,
(viii) whether modifications should be made, or excepiions
allowed, to the preseni geographical.coverage of the Pund to take care,
in selected cases, of the changed structual problems in 'the; regions of
the Community that I have described, and

(ix) what general financial end administrative refeorms are

called far.



To sum up, I would sﬁy tnat we need to improve the regional impact
of the Fund to meet the reasonable political and cceonomic expectations
which the regions have of if. We need {o advance towards a nore comprechensive
approach which takes into account not only the inpact of other éommunity
policies but also a better use of the other Community finwncial instrusents.
We can further recall that the need for these ixsirumen’. to have a
regional impact was specifically mentioned in sewveral places in the Trealy
‘of Rome. A more comprehensive approach of this kiud should yield a
more truly Community regional policy. It should also have a more direct
impact on the Community's investors and‘citizens. Last but not least,
we need ' to move in the direction of greater flexibility in the operation
and management of the Fund, always taking full wccount of the different,
needs and priorities 6f the different regions. Thus the 1977 Review offers
an opportunity for making changes in the Fund's ccuception and administration,
changes designed to0 work towards regionzl policy’s place as a central |

element in the Community's economic¢ develcpmernt.

l-d,,
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This then is what I wished to tell you about ih: scitting-—u
future of Communiity regicoumal policy. I puch lool: Terward 1o hearing your
own vievws. I caunoil unfortunately be with you iiis afteruron ond tomorrow,
but wy staff are here to represeét me and will repord buck is ac on the
ﬁresulté of your discussions. I can assuvre you thsi I shall be keenly

interested in the report which your rapporteur, Frezident Craovatte, will

draw up at the end of your Conference.





