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Abbreviations and symbols used

Countries’

B Belgium

DK Denmark

D Federal Republic of Germany
GR Greece

¥ France

IRL Ireland

1 italy

L Luxembourg

XL The Netherlands

UK United Kingdom

EUR 10 Total of the Member States of the European Communitv in 1985
EUR 9 Community excluding Greece
Currencies

BFR Belgian franc

DKR Danish krone

DM Deutschmark

DR Greek drachma

¥F French franc

IRL Trish pound (punt)

LIT Italian lira

LFR Luxembourg franc

HFL Dutch guilder

TKL Pound Sterling

BCU Furopean currency unit

USD US dollar

¥S Swiss franc

YEN Japanese yen

CAD Canadian dollar

0s Austrian schilling
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Other abbreviations

ACP

ECSC

EDF

EIB

EMCF

EMS

ERDF
EURATOM
EUROSTAT
GDP (GNP )
GFCF

mio

NCI

0CTs
OECD
JPEC
SMEs
SOEC

toe

African, Caribbean and Pacific countries having. signed the

4

Lomé Convention

European Coal and Steel Community
European Development Fund

European Investment Bank

Buropean Monetary Co—operation Fund
European Monetary System

European Regional Development Fund
European Atomic Energy Community
Statistical Office of the European Communities

Gross domestic (national) product

Gross fixed capital formation

Million

New Community Instrument

Overseas Countries and Territories

Organization for Economic Co—-operation and Development
Organization of Petroleum Exporting Countries

Small and medium-sized enterprises

Statistical Office of the European Communities

Tonnes of o0il equivalent
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7 :Methodological'comments
" The ECU S '
The “ECU "is .a - 'basket=type' currency unit made up of specific amounts
of Member Statés' currencies, determined mainly by reference to the

- size of -each Member State's economy.

Since 17 September 1984 when the last periodic vevision of the

composition of the ECU took place and when the drachma was included, - -

the amounts have been the following: BFR 3.71, LFR 0.l4, HFL 0.256,
DKR 0.219, DM 0.719, LIT 140, FF 1.31, UKL 0.0878, IRL 0.00871, - DR
1.15.
8

A joint declafatibn accompanying the Acts of Accession of Spain and
Portugal provides that the peseté and the escudo may be included in
the ECU at thé request of the new Member States on the occasion of the
first five-year review of the weighting of the currencies within tue

ECU. A/'“‘\\

Value of the ECU at 31 December

BFR/LFR (convertible) 44.645

BFR/LFR (financial) 45.000

DM 2.18386

HFL 7 2.46133

UKL 0.615334
DKR © . 7.95672

FF ' 6.70474

LIT 1489.94

IRL 0.714055
DR 131.2

USD ) 0.887927
SFR 1.84023

Yen : 178.207

J
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Balance between borrowing and ‘lending

Thlb report is not an agcountlng document roncerned with dep\ctlng Lher

flnanc1al balance over time between: borrovxng and lendlng ‘for :all:the

1nstruments examlned. That purpose is served by specxflc documents,r

such as the EIB- annual- report (together with its balance sheet and
details bf'aptivities under the special section), the ‘ECSC financial
report éud, as far as . the NCI,V EURATOM and Balance of payments
facilities are concerned, Part - IT of the preliminary draft geﬁeral
budget of the FEuropean Communities, together with its Statistical

Annex 1I.

Generally speaking, the imbalance in this report betweeh lending and-

borrowing is due to the following main factors:

- loans contracted during a particular year may give rise to payments,
and thus entail borrowing, only in subsequent. years;

— conversely, funds may need to be borrowed in a particular year in
order to pay out loans contracted in previous .years;

- movements in the cash position may produce a temporary- increase or
reduction in the funds available out of borrowings;

- 1cading and borrowing operations give rise to costs, premiums - and

discounts before settlement;

the EIB and ECSC have sources of revenue which go intc their cash

holdings.

In addition, some of the discrepancies between the Ffigures given in
the = different accounting documents are due to the special

methodological features of certain instruments, including:

(i) the dates on which operations are recorded;
(ii)  the periods for which interim sub~totals are calculated;
(iii) the dates on which conversion into ECU takes place and therefore

the conversion rates applied.

RO PRI

1 dvaney A IR 40 L L350 1 3




~“Foreword : =

‘This is the sixth comprehensive report drawn up by the Commission to
provideitheECOuhcil'aﬁd Parliament with information on:thé'Cqmmunitﬁ's

' 'bbtfowidgréndllénding aCtivities; Itfcoﬁets the year 1985.

It ‘was_drawn up to meet the wishes expressed by Parliament on-various

occasions, and in .particular in its resolution on improving ‘political

moﬁitoring of the Community's borrowing and,ledding1actiﬁities (1)

The repott reviews ~all the borrbwing ~and lending activities for

structural purposes. (i.e. excluding those’ intended to support  the

balance of payments of Member tates) of the Community institutions,
iﬁcluding those of the ECSC and the FIB. It thus fulfils the
Commission's obligation to inform the Council and Parliament each year

about:

~ the activities of Euratom,.in accordance with Article the

I~
)
h

Council Decision of 29 March 1977;(2)

- the actiQities of the NCI, in accordance with Article 6 of  the
Council Decision of 16 October 1978 (NCI- I).(3) Article 6 of the
Council Decision of 15 March 1982 (NCI II),(4) and Article 7 of the
Council Decision of 19 April 1983 (NCI III);(5)

the Community aid granted by way of exception for the reconstruction
of -the regions affected By the Italian earthquake in November 1980,
in accordance with Article 7 of the Council Decision of 20 January
1981;(6) ' B '
the Community aid granted by way of exception for the reconstruction
of the regions affected by the Greek earthquakes in February/March

1981, in accordance with Article 7 of the Council Decision of 14
December 1981 (7)-
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'f;flnanc1al year, —provldes a complete plcture of the bortow1ng 'endf'

lrjlendlng : act1v1t1es iffot structural : purpoees of thee; Communlty

'ffthef~nrev1ous Leports thiéf tepbr; : whlch coV"‘i the:i1985*j

'~1nstrdments w1th1n the Communlty. Ittreviews not Only'thefactlv;t;esf—r'

of- Furatom and the VCI but  also ihosejofhthe ECSC:éﬂa}fiﬁ briéf,
 tnCae of the EIB.r ) L RN TR S O : B :

'vIt also .includes 1oans granted by the Communlty in third countries
o from “the proceeds: of borrow1ng on capltal markets.r These loans
,coneern ,the ACP  States, the OCTs, ‘and  the ﬂedltetrauean. countries'
lidked to the Community’ through 'agreements 'establlshlﬂg different
'rorms of . economic and/or f1nanc1al c00perat10n (Maghreb and MaShreq
’ COLntrleS, “Israel, Cyprus, - Malta, Spain, Portugal Turkey ,énd

Yugoslavia).

The ECSC's financial report and the EIB's annual report will, of

“course, be sent to Parliament and the Council as before.

12
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flr The "OnSOlldathﬂVOf Communlty lendln boiiéy‘infi9§§

;:The' year 1985 was a;—consolldatlon phase'1in ffh developmentfyoii-:'*

:ﬂCommunlty 1end1ng. There were two maln anects to that consolldatlon. "fl'°

'-'-'a Ilnanc1a1 aspect whlch took, Lhe fotn of. énrg;n;reasel iﬁf”ﬁﬁé ;
'resources allocated to- Communltv ]endlnq pOlle an increase - whlghrf'
~was Justlfled both by the a"ce551on on ‘1. January 1986 of qDaln ‘and
VWPortugal whose potentlal demand for. Comm&nltv Flnnﬂnlng Cis
substantial and by the” constralnts on Communlty budgetarv resources,i,
'—1further moves:towards 1ntegratlon both of the: Communlty 1nstruments '
used -~and of: thé{ meaSures EQ be - flnan¢edfmoves, targeted_'on
,geographlcal areas regarded as having :priorityr in: View ;Qf,;pher

objectives to be attained.
1.1 Increased financial resources

Withrthe exce?tibn'of the ECSC, whose bdrrowing and lending'éctivitiés, 
are -not  subject to any unantitative' restrictioh the Coﬁmunity's
lending operations-are subject .to constralnts which are 1mposed either
by treaty (amount of loans ouLstandlng being a function of subscribed
capital in the case. of the EIB) or- by legislation (borrowing celllngs
for Euratbm Vand the - NCI). Thus, ~the - EIB's 6utStanding loans and- -
guarantees may not. exceed the ceiling of ZSOZ'Of'sdbScribéd'capital
laid down by .Article 18 of itSVStatute; while the BorroWiﬁg céiliﬁg
imposed on Euratom was fixed, Vaftér successive :increases, at 2000
million -ECU by the Decision ‘of 15 Maréh 1982 and that impqséd on. the
NCI was brought uprto 3000 million ECU by the third Council Decision -
of 19 April 1983. R S B

As the Community's borrowing and ‘lending operationsrwére aﬁproachihg 
the limits laid down by treaty or by legislation, it was essential
that further resources should be found if those :operatiocns wefertbrr

continue.

13
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fEIB;Statefégxff:in'

',jThe EIB s capna1 hf

:to contlnue to develop

'fiUnder the terms' of Artlcle 4 of the mIB Statute

L Governors may, actlng unan1mously,,dec1de to effect such anrj

& An agreement was reached at the EIB 5= annual meetlng on 11 June 1985

j,to 1ncrease the capltal subscrlbed by' tne ten ﬂember Qtetes ftom,

"14 400 mllllon ECU to 26 500 mllllon ECU Whan must5be'added3>
,contrlbutlons from the two new Member %tates, qpaln and Portugal -

'totalllng 2 300 mllllon ECU. The total 11crea;§ dec1ded on whlehffi;;

fjlncludes the brlnglng of the Italwav contrlbution 1nto ane w1th Vhoser,fr

- of France, Germany and the Unlted Random,,takes e fect on 1 Jdnuarv'”:‘

"1986 Tt 1s therefore equivalent to .a doubllng of the hIB s eapltal tof

';78 800 mllllon ECU 'wblch w1ll enable it to. 1ncrease 1,s matlmum 1eve1

’of outstandlng loans and guarantees to 72 OOO m11110n ECU'

are considerable,i

;and for 1ndustr1al modernlzatlon the} contlnuluo—

: *reglonal dlsparltles “in’ the rest of :th Communlty, nece351tat1ng?
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i 1nvestment in the product]ve sector and ln[Laeructule 3 Lthe yrowinv"'

"‘,'attentlon pald to env1ronmental problems, the scope which: still ex1sts

o fotfrmaklng energy saylngs, the unsatlsfled requirements of - ma jor
;;ihfraSttucture projects, = partlcularly in the  transport - and
telecommunications—'fields, and the aim  of reinforcing . Europe's

2 indpstfiél,competitiVenesé.
1.1.2 Euratom

The Couneil Decision ~of 15 March 1982 (82/170/Euratom), which
rihcreased;to 2—000 million ECU the total amount. of loansrthat may be
“-contracted, stiﬁulatee that, when the total value of the transactions
Veffected feachesrlr800 million ECU, the Commission is to inform the
'1C6uncil, Whiéh, actlng unanimously, will decide on the fixing of a new

amount .-

Since thie level reached on 31 October 1984 was 1 777 million ECU, the
VComm1531on presented to the Counc1l in December 1984 (8) a proposal
for ralslng from 2° 000 million ECU to 3 000 million ECU the total
amount of loans it is empowered to. contract.

By -its Decision erirDecember 1985 (85/537/Euratom) (9): le Council
fixed at 3 000 million ECU the meximum amount - of loans which could be
contracted. Thus, this specific,inétrument, which financesrinvestﬁente
projets relating' to the industrialr production of - electricity Vinr
nuclear'powerrstations and  to - industrial fuel cycle installations,
‘will  be able to increase its acti?ities on the basis of the Member
‘States’ nuclear programmes and thus contribute to the objectlve of'

greater energy 1ndependcnce for the Communlty
1.1.3 The proposal,for renewing the NCl

As total loans signed -plus applications‘ declared eligible by the
Comm1531on had exhausted the amount avallable under the first tranche,,
of the NCITIT and three- quarters of the amount avallable under the
~second tranche, the  Commission put forward a proposal for a new

lending.programme: on 7:June 1985 (10).
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The - purpose of the Commission's proposal 1is to rTequest powers to

contract loans enabling it to on-lend up to 1500 million ECU. In

“accordance  with the objectives of reinforcing the Community's

technological base and industrial competitiveness set by the Council,
andrin view of the sustained demand for funding from firms since the
NCI was opened up to the productive sector in 1982, this programme. of
ioans is intended to finance the investment projects of small and
medium-sized businesses, and particularly projects involving the

application of new technology and innovation.

This proposal, which has been faVorably received by the Economic and
Social Committee and the European Parliament, is currently being

examined by the Council.
1.2 An integrated approach

Experience has shown the limitations of an approach based on sectoral
measures which are not incorporated in a co—-ordinated fashion into an
integrated development framework. The Commission has therefore
attempted for a number of years to improve the effectiveness of the
various. Community financial instruments by avoiding a dispersion of
assistance ' and by concentrating their ' action on specific and

geographically clearly-defined problems.

On 21 March 1979, it formulated a technique for co~-ordinating the
Community's structural -instruments in the form of integrated

opeations. Such operations, which are being carried out in Naples and

‘Belfast, constitute cohesive programmes of public ~and private

investments and measures in a limited geographical area, to which
national and local authorities in the Member States and the Community
contribute on a complementary basis. The financing methods used are of

all kinds: loans, grants, and interest subsidies.

These efforts have found their - most significant ~form in the

implementation of the Integrated Mediterranean Programmes (IMPs).

0.
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1.2.1 Application of the integrated approach to the southern regions

needing to adapt to the enlargement.

The action to assist the Mediterranean regions (IMPs), which was
initially proposed by the. Commission on 17 March 1983 and on which
broad political agreement was reached by the European Council in

Brussels, was given legislative form on 23 July 1985 (11)

Before that, the Commission had decided on 21 December 1983 to
institute a series of pilot actions iﬁ preparation for the IMPs
covering studies, assessment of the feasibility of measures and
experimental, demonstration and information projects. The main
beneficiaries were Sardinia, Corsica, Herault, the Greek islands of

Lesbos and Lemnos and, more generally, the fishery and aquaculture

_ sector.

The integrated Mediterraneen programmes are designed to improve the
economic structures of the Community's southern regions - particularly
in Greece (the whole of Greek territory being affected) but also in
France and Italy - in order to enable them to adapt to the
consequences of enlargement. They consist of multi-annual programmes
of measures lasting for a maximum of seven years and concerned with
investment in the productive sector, in infrastructure projects and in
human resources. These complementary measures cover the various fields
of economic activity: agriculture, enexgy, industrial and craft
activities and services. They are ce;financed by the Community,
through its structural instruments, as follows: ‘

— the structural Funds (ERDF, ESF, FEAGGF-Guidance Section) are to

provide 2500 million ECU;

= there is to be an additional budget allocation of 1600 million ECU;
- loans estimated at 2500 million ECU, are to be provided from the

EIB's own resources and from NCI resources.

Thus, nearly 40% of all Community finance for IMPs may take the form

of loans. The . success of this mechanism will require close

collaboration between national and regional authorities, the

Commission and the Bank.

1 ?I R R
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The rate of Community asslstance may not exceed 70% of the total cost
of  the project - or opetation, with the exception of. certain

infrastructure projects partially finmanced by loans in Greece.

The programmes drawn up at regional and local levels "are to be
submitted before the end of 1986 to the Commigssion, which will decide
which meésures should benefit from Community aid. The programmes
therefdre neéessitate a selection of measures on the basis not only of
their compatibility with Community policies but also of their
intrinsic qualities”ahd theit capacity to help solve the pfoblems of
the region concerned. A choice must alsc be made as to the nature and
degree of application of the‘various instrumeﬂts which can be used
(grants, reimbursable advances, loans, interest subsidies) with a view
to adapting those instruments as well-as possible to the circumstances
of the programme to be financed. By pefmitting a multi-annual
development planning approach and by éstablishing a genuine contract
between the three partners - state, regions and the Community -
éommitted to financing them, the IMPs provide a prime opportunity for
trying out ways of co-ordinating not only measures but also financing

techniques and the instruments involved.
1.2.2. The case of the steel conversion areas

The Commission plans to pursue a similar integrated approach in the
steel restructuring areas by stepping up lending operations there and

by promoting new measures which are designed primarily to create jobs.

In its communication to the Council of . 16 July 1985 (12), the
Commission set out the lessons to be drawn from the assistance given

to the ECSC employment areas from 1981 to 1984 and outlined its

. proposals for stepping up productive investment in the following four

years and beyond so as to create theé alternative jobs necessitated by
the rrestructuring'!measures undertaken by steel undertakings and

described in the document "General steel Objectives 1990" (13).

18
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An integrated approach combining the various instruments would Dbe
ad%pted in the areas faced with the most serious economic. and social
difficulties. Those areas would be the first to benefit from new
measures designed to facilitate access by small and medium-sized firms
to risk capital and credit, to encourage the establishment of new
business and innovation centres and local employment initiatives and
. to . increase ECSC subsidized conversion loans and NCI loans. The other

steel areas could also benefit.

The ERDF, the ESF, the ECSC and the NCTI, as well as the EIB, should
allAhelp to finance these measures, if necessary through subsidized

Ioané."Steps are to be taken to reinforce the cohesiveness of their

different contributions.

2. Investment in the Community

<

2.1. Signs of a generally\more uniform pattern of growth

In 1985, domestic demand continued to underpin growth. Private
consumption increased by 2% in volume terms owing to a more rapid
increase in real disp;sable income. The fact that the rise in consumer
‘prices slowed by one psrcentage point more than compensated for the

reduced growth of gross nominal income.

Following a'coﬂtinuédrfall in 1982 and 1983, spending on fixed capital
goods picked up in 1984 Aand‘ continued to increase in 1985. Fixed
investment in plant and machinery accelerated, with its rate of growth
increasing from 3.67% in 1984 to 5.8% in 1985 in volume terms. However,
the further decline in the construction sector led to a reduction in

the rate of growth of aggregate investment to 1.1% in volume terms
(2.3% in 1984).

At current prices and purchasing power parities, gross fixed capital
formation in the Community amounted to 617 600 million ECU in 1985, an
.increase in nominal terms of 6.2% compared with 1984. It represents

18.47% of Community GDP.

LE
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The overall investment situation in the Member States was slightly

less uneven than in 1984 and is showing signs of a more uniform

pattern of growth in 1986.

Denmark improved‘ on its 1984 performance thanks to accelerating
industrial investment coupled with a rising degree of capacity
utilization and improved profits. Belgium experienced a higher rate of
growth owing to buoyant investment and particularly to a reversal of
trend in the counstruction sector. In Ttaly, investment contracted

slightly but remained appreciably more buoyant than the Community

average.

In the United Kingdom, aggregate investment slackened as a result of a
decline in residential building. A similar decline, although less
severe, was responsible for the loss of investment momentum in the

Netherlands despite the very sharp increase in industrial investment.

After declining in 1984, investment recovered in 1985 in Greece,
Ireland and Luxembourg. This last country probably benefited from the
general acceleration in investment in the steel industry in 1985 - an
acceleration brought about by the fact that public grants for
restructuring and modernization measures were due to cease at the end
of 1985.

The out-turns in France and Germany were mediocre. In Germany, the
sharp growth in investment in plant and machinery did not compensate

for the marked fall in construction.

20
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Investment in the Community

- (Annual growth rate in volume terms)

-

1984/1983 ' 1985/1984
Total Constru- Plant Total Constru— plant
ction and wWa- ction and ma-
chinery chinery
BELGIUM 1,1 ~4,2 9,9 3,9 1,7 7,1
DENMARK 12,5 9,7 16,2 13,9 9,3 19,5
GERMANY 0,8 1,6 -0,5 ~-0,8 -6,7 8,8
GREECE =47 -7,7 -1,0 ~ 1,3 2,0 0,4
FRANCE -1,9 ~4,3 -0,7 ~0,3 -1,4 0,3
IRELAND -1,8 -10,0 7,0 2,0 -5,0 8,5
ITALY 4,1 -0,5 9,5 3,8 -0,4 8,3
LUXEMBOURG -1,4 -3,1 - 2,5 1,7 0,6 4,0
NETHERLANDS 4,3 -2,7 6,8 2,4 -3,8 11,7
UNITED KINGDOM 8,2 7,5 9,1 1,2 -3,4 6,9
EUR 10 2,3 1,1 3,6 1,1 -3,2 5,8
Aggregate investment ratio Public investmentras a
(as % of GDP) " proportion of total
investment (as %)
1984 1985 1984 1985

BELGIUM 15,7 15,9 17,0 15,6
DENMARK 17,3 19,3 11,2 11,2
GERMANY 20,3 19,5 11,9 11,9
GREECE 18,6 18,5 22,0 23,7
FRANCE 19,0 18,5 15,9 16,0
IRELAND 21,0 20,9 17,4 18,1
ITALY 17,9 17,9 23,0 22,8
LUXEMBOURG 22,5 22,3 25,8 25,3
NETHERLANDS 18,4 18,4 15,5 14,8
UNITED KINGDOM 17,4 17,1 11,4 11,8
EUR 10 18,7 18,4 15,2 15,2

Source: Commission estimates

21
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2.2 Contrasting sectoral treuds

The increase in aggregate investment concéals two contrasting trends:
a very marked uptﬁrn in expenditure’on plant and machinery (5.8%) in
line with the improvement in the degree of capacity utilization and
. the continued tendency for interest rates to fall, and a significant

downturn (-3.2%) in construction:

Industrial investment probably grew in 1985 by 15% at curreunt prices
and by 10% in real terms thanks to the impfovement in business
profits, to wage moderation and to the marked recovery in the rate of
utilization of productive capacity. In addition to these general

factors, there were others which were specific to the situations in

the different Member States.

In Germany, the sharp improvement in investment in plant and
machinery, fYllowing the disappointing results in 1984, was also due

to the upturn in economic activity and to the budgetary stabilization

policy.

In'Italy, private ‘investment probably continued to benefit from the
stabilization of the public deficit in 1984, which had given firms
greater access to domestic credit. In Ireland, the satisfactory
position with regard to investment in plant and machinery is probably
the result of a combination of two factors, particularly in the
foreign capital sectors: the carrying out of replacement investment
and the commencement of projects which had been frozen during the

recession, compensating for the fall in investment in the food

industries.

In Greece, the increase in investment was due largely to public

undertakings in the primary industry sector.

Investment 1in construction was down almost everywhere. Only four
countries recorded increases: Luxembourg; Greece; Denmark where,
however, residential building declined compared with 1984; and Belgium

where the reversal of trend was not unrelated to the increase in the
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reduced VAT rate applied to residential building - an increase which
was 1initially planned for the end of 1985 but which was finally
postponed to 31 August 1986 and which led to an accumulation of orders

in the second half of 1985.

By contrast, there was a very sharp deterioration in Germany as a
result not only of the expiry of the building aid programme and the
exceptionally hard winter but also of structural problems iun the

construction industry and saturation on the housing market.

Activity in the construction sector should stabilize in 1986 and thus
contribute to an acceleration in the rate of growth of aggregate
investment. That rate could reach 4.5% in volume terms in view of

recent changes in oil prices and the dollar's exchange rate.

Despite increased competition on external markets, firms' margins
should remain stable and the reduction in long-term interest rates
should help to stimulate industrial investment. The findings of the
latest business surveys carried out in the last quarter of 1985 (that
is, before the "oil effect') have already indicated not only less
pessimistic assessments of the construction industry but also a growth
in industrial investment of some 7% in real terms. In addition, a
general tendency for capacity to expand is emerging. This structural
change in investment combined with its expansion in volume terms

should help to improve the employment situation.
2.3 A trend which must be reinforced

The upturn in investment in the Community, which began in 1984 and
continued in 1985, should mean a return to the 1980 level in 1986.
However, investment as a proportion of GDP fell by more than four
percentage points between 1970 and 1985, reaching a ratio below that
of the United States and particularly of Japan. The Community's rate
of growth was less than that of those two countries from 1970 to 1980
and fell from 1980 to 1983. The Community is worst placed in respect
of products in strong demand and with a technological content

(electrical and electronic equipment, data-processing, chemicals).
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Despite the improvement in the profit ratio and the wage moderation of
the last three years, the rate of return on invested capital remains

inadequate, particularly in relation to real interest rates.

The nature of the investment incentives given by the Member States has
undoubtedly helped to increase the distortion of the relative prices
of the factors of production, thereby accentuating the
capital-intensive nature of investment and the negative consequences
which that has for profitability and employment. Tt has only
imperfectly compensated for the low level of demand. This is why the

Commission recommended a strategy of more employment-creating growth

in October 1985.
3. The contribution of lending policy to growth and employment

In its Annual Economic Report 1985-86 (14), the Commission set out a
co-operative growth strategy for more employment, which received a
very favourable reception. The various measures recommended included a
number. designed to promote the setting up and development of small and
medium-sized firms, which are regarded, on the basis of the experience
of recent years, as an important potential source of new jobs. Others
measures are based on a co-ordinated strategy for infrastructure
projects, which would help to unify the internal market, reinforce
industrial competitiveness, integrate the outlying raegions and promote

new technologies.

The Community's lending policy has already contributed to the
development and investment of firms, particularly small and
medium-sized businesses. That effort must be continued. The Community
could also play an innovative role in the carrying out of major

European infrastructure projects.
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3.1 Financing investment by SMEs : the record to date
3.1.1 NCI global loans as an example

Since it was authorized to assist the productive sector in 1982, the
New Community Instrument has made an appreciable contribution, through
the global 1loans technique, to the financing of investment projects
undertaken by SMEs. It is therefore appropriate to provide, through an
analysis of allocations (15) from global loans, a broad outline of the
action taken from 1982 to 31 December 1985 and thus to carry out an

initial review of the progress made.

From 1982 to the end of 1985, 67 global loans were signed with 34
institutions specializing in medium— and long~term financing,
including 14 French regional development associations. The total
amount involved (2 104 wmillion ECU) was divided between five
countries: Ttaly (54.6%), France (35.9%), the United Kingdom (4.5%),
Denmark (4%Z) and Greece (1%).

Over - that period, 6 920 small and medium—sized firms received
sub-loans totalling 1,838.1 million ECU. Those sub-loans constitute

the basis of the analysis.
a) Geographical breakdown

The breakdown of allocations by country differs slightly from that of

loans signed referred to above.

The bulk of the sub-loans allocated from NCI global loans went fto
Italy (52.8% of the total) and to France (39.5%). The shares taken by
Denmark, the United Kingdom and Greece were 4.6%, 2.2% and 0.9%

respectively.

France received 4 443 gsub-loans totalling 726.8 million ECU, Italy
1 928 sub-loans totalling 971.3 million ECU, Denmark 294 sub—loans
totalling 84.2 million ECU, the United Kingdom 238 sub-loans totalling
39.7 million ECU and Greece 17 sub-loans totalling 16 million ECU.
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Most. of the investment projects were located in areas not receiving
regional aid; the aid provided for the assisted areas came mainly. from

the EIB's own resources.

In Ttaly, the main regions to henefit were Emilia-Romagna (286 million
ECU or 29.4% of the allocations in Italy), Lombardy (23.9%) and, to a

lesser extent, Veneto (17%), Tuécany (14.8%) and Piedmont (9.3%).

In France, 19.7% of the allocations were made in Rhéne-Alpes (143.5
million ECU) and 16.8% in Ile de France. The other allocations were
more widely spread, with the regions of Provence-Clte d'Azur,
Franche-Comté, Nofd Pas de Calais, Centre and Burgundy each receiving

between 5.37% and 6.8%Z of the total.

In Denmark, 72.47% of allocations went to the western region, while in
Greece 627 went to the three regions of the centre—east, Thessaly and
the centre-west of the Peloponnese. In the United Kingdom, the
South-East received 39.1% of allocations, the South-West 13.8% and the

East Midlands 11%.
The allocations were made through the following institutions:

~ the FIH in Denmark;

- CEPME, Crédit National, the regional development associations and
the Caisse Centrale de Crédit Coopératif in France;

— the Agricultural Bank and EOMMEX in Greece;

— Mediocredito Centrale, 1IMI, Centrobanca, BNL, Banco di Sicilia,
Interbanca, Efibanca and Artigiancassa in Italy;;

— ICFC, Midland Bank, National Westminster Bank, Barclays Bank, the
Bank of Scotland and the Royal Bank of Scotland in the United

Kingdom.
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b) Sectoral breakdown

A total of six activicy sectdfs'received 62.7% of the amount lent: 7
metalworking ~and ~mechanical engineering received 1712 Vsub—loansi

totalliﬁg 379.9 million ECU (20.7%), the food industries 657 sub-loans"
totalling 229.2 million ECU- (12. 5%), the rtextile and Jleather

industries 411 sub-loans totalling 160.2 million ECU (8. 7%3, the pulp
rand printing industries 466 sub~loans totalling 154.8 million ECU
(8.4%), the woodworking ‘industries 509 sub-loans totalling 114 million
ECU and the chemical industry 303 sub-loans ‘totalling 113.4 million
ECU. With- the exception of Greece, where the sub~loans were divided
between the textile and leather sector and the foodstuffs Lndustrv,

this overall breakdown is commont to all the recipient countries. A
Vnumber of other activity categories are, however, emerging in some
Member States:. rubber ,pfocessing and plastics (10.4%) in . Denmark;

services other than tourism and tesearch and development (11%) in
Franée; tourism (9.6%) and electrical engineering and electronics
(8.4%) in the Imjted Kingdom. Although clearly destined . for
traditional industries, the global loans frequently = involve = the

application of advanced technology.
c) Profile of ‘a recipient firm

Of the total number of allocations, 77.5% went to “firms employing
fewer -‘than 100 persons. Those firms thus received 56.7% (1041.3
million ECU) of the total amount allocated.

Firms employing between 100 and 200 persons received 894 sub-loans,
representing 19.75% of the total amount allocated. A total of 4813
sub-loans (i.e. 30% of the total amount) were for amounts less than
250 000 ECU; 6500 sub-loans (i.g} 68% of the total) were for -

amounts less than 750 000 ECU. 7

The table below, which was drawn up- on -the basis of prOJectlons E
prov1ded for the institutions by . promoters, . have. to be 1nterpreted
with care. They . show the typical characterlstlcs of a SME in receipt’
‘of a sub-loan from a gldbalrloan' average capltal of the order of
400 000 ECU, fixed assets slightly in excess of 800 000 LCU; averager

workforce of 73 persons.

9
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k The average sub loan granted amounts on average,to 266 OOO LCU ,i3é

'—,38 4/ of the cost of the 1nvestment prOJect (693 000 ECU) ThlSVEV

,proflle conceals apprec1able varlatlons from one country to anotherz"f': 5

due to;,the; practlces 'and,'type,,'faicustomer iof ,the varlousthi

';1nst1tut10ns. For example the average amounts of sub loans are hlgherrf"'

;1n Italy and Greece and account for between 46% and 477 of. the cost of

,Vthe 1nvestment : whereas ~they account for only 317 to 38/ of ‘the -

,Jnvestment cost ‘in the three other countrles. The Slze of the flrmS'

: also varles. The amount: ~of capltal_ and, flxed assets i lowest 1nfi’~ DR

France' Greece has the lowest average number of persons employed.
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'?ROFILE‘OF A SME IN RECEIPT OF A'SUB—LOANVFROM:AN NCI GLOBAL LOAN. -

(million ECU)

. Country . Number Amount

of ‘sub— on-lent

Average Amount

'Average pér firm before
grant of ‘sub-loan-

loans sub- investment Emplo-— Cépital Fixed ass.

loan cost . yees shown in .

bal. sheet
DENMARK - S 294 84,16 0,286 0,743 81 0,493 2,291
- FRANCE - 4.443 726,81 0,164 0,524 69 0,243 0,406
.. GREECE - - 1777 .-16,06 0,944 1,994 47 0,606 1,585
. ITALY 1.928 971,34 - .0,504 1,092 81 0,837 1,487
 UNITED KINGDOM 238 39,72 . 0,167 0,541 82 0,637 .- 0,972
TOTAL . 6.920 1.838,09° 0,266 - 0,693 73 0,433 ©..0,810
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d) Tmpact on employment

Through its activities, the NCI has helped to stimulate investment by
small and medium~-sized firms; the contribution which such firms make
to . job creation is well-known. - The NCI thus fits perfectly into the

Commission's strategy of promoting investment in order to stimulate

. .growth and -employment.

According to the estimates provided by promoters prior to projects
being carried out—-estimates which must therefore be treated with some

cautidn—therabove allocations from global loans have helped to create
39 000 -jobs in firms employing a total of some 500 000 people. In
addition, the dinvestment projects financed also have an indirect
impact on employment stemming from the activities linked to the

projects in question.

This is why the Commission, through ites propneal for renewing the NCI,

wishes to continue these activities.

3.1.2 Measures to promote risk capital

|

In recent  years, the Commission has taken steps to facilitate the

funding of small and medium—sized firms. Proof of this is provided,

amongsf other things, by Article 15 of the ERDF Regulation (EEC) No
1787/84 of 19 June 1984 (16), which specifically provides, as part of
the programme for exploiting the potential for internally-generated
development of regions, for measures designed to facilitate their

access to the capital market.

To that end, the Commission has attempted to find the funding
techniques’ which are best suited to such firms. The fact that the
equity capital of such firms represents too small a proportion of
their resources as compared with borrowed funds has 1led it to

encourage the development of risk capital activities.
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It has thus helped tc sét up the European Venture Capital Association
(EVCA) and has put forward suggestions for attaining this objective as
part of its proposals - for a European Innovation Loan, for the NCI IV
and for reinforcing the structural measures to help the steel

Testructuring areas.

The Integrated Mediterranean Programmes, which are concerned with
regions where venture capital activity is inadequate, have provided
the Commission with the opportunity to put its proposals into

practice.

Two main types of action will be eligible for a financial contribution

from the Community:

— funds for guaranteeing holdings in such firms; these funds would be
intended to encourage this type of investment by reducing the losses
incurred by investors. 50% of any such losses would be covered by
these funds in the case of assistance given to SMEs situated in the
IMP regions. The Community would provide the funds with capital;

= holdings in the equity capital of SMEs situated in IMP areas through
the medium of " investment companies, wﬁich would be provided with

. T8
Community resources.

The Community's contribution~in Q;e’ form of grants,or possibly
reimbursable aid-would be financed from ERDF appropriations or from

the additional budget heading provided .for the IMPs.

% o
These proposals, which are in many cases based on existing mechanisms
such as SOFARIS in France or the Dutch PPM system in the case of the
guarantee funds, have received a favourable reception and should

therefore. lead to applications from the regions concerned.

The fact that the new forms of assistance recommended within the

framework of the IMPs are quoted as examples does not mean that they

cannot be extended later:

- firstly, the venture capital situation in>other Community regions,
particularly in Spain and Portugal, could lead to a proposal that
this type of mechanism be extended to all the regions covered by the

ERDF, which would provide the funding;

Y A
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- secondly, in the context of the Community's research and development

and innovation activities, the provision of equity capital is well
suited to the financing of high—tech projects at the intermediate
stage between research and the marketing of products. Two ideas for

aid mechanisms are therefore currently being studied.

Eurotech Capital, a financial holding company, could offer equity
capital in the form of temporary and minority shareholdings in firms
promoting transnational Thigh-tech projects. This would be a
European—scale venture-capital instrument which would be used to put
together a financing package in the form of equity capital for
high-risk projects and which would «constitute a financial

syndication centre to facilitate the collection of capital.

Eurotech Tnsur would be a guarantee mechanism covering part (50%) of
any losses arising from the risk inherent in investments undertaken
by Eurotech Capital and other companies operating along the same

lines.

These two mechanisms would be tailor-made for operating in the
fields defined b, Eureka or the European Technology Community and
for contributing to the financing of projects involved in the
industrial application of Community programmes of the ESPRIT, RACE
or BRITE type.

el




The prospects for completing the internal market

When a survey of 53 Community firms was carried out in the autumn of
1985, three priority recommendations were made concerning the type of
action the Community should take to improve the competitiveness and
profitability of firms. Those recommendations were for the
harmonization of national legislation in the technical, safety and
environmental fields, the physical abolition of frontiers and the

creation of a common tax base.

As to the nature of the difficulties encountered in intra—Community
trade, mention was made of the physical and technical barriers to
trade and the difficulty faced by firms in obtaining orders from

public invitations to tender outside their national markets.

The aim of completing the internal market by 1992 at the latest led
the Commission to recommend in its White Paper (1) a whole series of
measures for abolishing physical, technical and tax frontiers, which
will have a marked impact on the efficiency and competitiveness of

firms.

By way of illustration, some of the many proposals made are set out

below:

- the abolition of physical frontiers will remove the bairriers
affecting industry, trade and business-barriers which, bécause they
involve additional delays, formalities, transport and handling

charges, add to costs and reduce competitiveness.

(1) Doc. COM(85) 310 final, 14.06.1985
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In the case of goods, this abolition of physical froontiers will take

place in two phases. TFirst of all, the checks and formalities
currently carried out at frontiers will be moved to offices situated
inside the Member States. Later, the co-ordination of policies and
harmonization of legislation will pave the way for the complete

removal of internal frontiers and controls by 1992.

— The removal of technical barriers is designed to prevent barriers at
frontiers from being replaced by barriers within Member States in
respect of products or persons moving within the Community. Such
barriers created by different national regulations and standards
have negative consequences for industry, such as additional costs
and distortions in production patterns, which discourage business
co-operation and prevent the economies of scale which would open the

way to a unified European internal market.

The Commission plans to remove these barriers by adopting a new
strategy. Rather than basing everything on harmonization, which, while
it has enabled common rules to be established at Community level, is
inflexible in a number of respects, it intends also to apply the
principle of mutual recognition. A distinction is to be made between
what must be harmonized and what may be left to mutual recognition of
national regulations and standards. In the industrial products,
foodstuffs and construction fields, for example, harmonization of
legislation will be limited to the establishment of essential health
and safety requirements. Pending the harmonization of certain
standards, the principle of mutual acceptance of national rules will
be applied. It will also be applied in all cases where harmonization

is not regarded as essential.

The removal of technical barriers is not aimed simply at goods but
also at services, which 1in recent years have demonstrated their
potential for stimulating growth and creating jobs. This applies to
both traditional services (such as banking, insurance and transport)
and to new activities (information, data-processing and audio-visual

services).
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The proposals put forward are of particular interest in two specific

fields:

= in the public procurement field, the partitioning of national
markets due to the continuing tendency on the part of the
authorities to reserve purchases and contracts Ffor their own

nationals is clearly a barrier to the completion of the internal

market.
:

Competition will be reinforced in the sectors covered by Community
Directives, in particular Directives 71/305/EEC and 77/62/EEC-
fields in which there is in practice only limited scope for
competition. In particular, the speed and transparency of published
notices to tender will be increased, the transparency of the
Directives will be improved and, in view of the high number of
contracts failing below the present levels of the threshold where

the Directives apply, a review of those levels will be carried out.

In addition, the Directives will be extended to four key

sectors-energy, transport,.water and telecommunications-+which are

not currently ‘covered. Finally, the restrictions in respect of

public procurement in the field of pdblic services will be

eliminated.
— The liberalization of capital movements is essential to the creation

of the financial dimension of a large internal market, to its

efficiency and functioning and to the economic development of the
Community, which requires the optimum allocation of European

4
savings. -

’

There are two aims in view:

3

. the promotion of a common market in financial services. A proposal -

for a Directive concerning the liberalization of transactions in the

units issued by collective investment undertakings for transferable
securities is currently being discussed by the Council; a similar

proposal will be necessary in the mortgage lending field;

Y




. the adaptation of Community obligations to changes in financial

techniques. Action will be taken to liberalize the issue, placing
and acquisition of securities representing risk capital,
transactions in securities issued by Community institutions and

long~term commercial credit.

At the same time, the monitoring of exchange control measures will be

stepped up.

- The removal of tax frontiers, which involves the abolition of
controls aimed primarily at the collection of tax revenue which the
Member States wish to effect through indirect taxes, clearly has an

impact on national indirect taxation policies.

In addition to further harmonization of the VAT basis of assessment
and of the structure of excise duties, the Commission recommends an
approximation of rates in the Member States which would be contained
withiJ a band fixed in relétion to a central reference rate.
All of these measures will help to achieve a éingléilarge market,
thereby creating a more favourable environment for stimulating

business, competition and trade.

3.2 An inéreased and renewed role in major European infrastructure

projects

3.2.1 The fixed cross-Channel 1link, the emergence of new financial

formulae in the Community

On 20 January 1986, following an invitation to tender, France and the
United Kingdom reached agreement on the plan drawn up by the Chaunel ~
Tunnel Group (CTG) in partnership with France-Manche.

This planvprovides'for two rail-only tunnels, separated by 2 s2Yvice
tunnel, to be bored for the use of trains and special vehicle—carryiug
shuttle trains. Drilled through chalk forty metres below the Channel
sea-bed, the tunnels will provide .a fifty kilometre link between.

Sangatte in France and Cheriton in the United Kingdom.
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The duration of the crossing will be thirty minutes. The journey
between Paris and London will be cut to four hours fifteen minutes by

normal train and to three hours fifteen minutes by high-speed train.

The tunnels, which should be open for traffic by 1993, are likely to

help create some 40 000 jobs in the two countries during the period of

construction.
The plan chosen was the least expansive of those submitted.

Costing some 4 000 million ECU at 1985 prices, to which must be added
funding costs and increases due to inflation (i.e. a total of more
than 7 500 million ECU), the project will be financed by issues of
shares in three phases and by bank loans in respect of which
commitments have already been given by some thirty foreign banks. A
substantial proportion of the bank loans will be refinanced through
the issue of bonds on the British and French markets.
¢

This project serves as a case-study -in more than one respect, but
particularly because it provides, on the basis of market resources
alone for a considerable volume of funds to be mobilized for financing
a 1ong~term investment project. As it was made a condition that there
should be no public assistance, eitheg in the form of State grants or

guarantees, the plan uses the "project—%inancing' formula explained
below (point 3.2.3.). It thus prefigures although under exceptional
circumstances (political significance, visibility, profitability) -

the use of new financing formulae for major infrastructure projects.

3.2.2 Other majorAprojects in prospect

’
Despite considerable investment since the Second World War, there is
still an unsatisfied need.for major projects in Europe, particularly
in the transport and telecommunications fields. The existing networks
have generally been planned at national or even regional levels, which
explains some of their deficiences, particularly as regards their

interlinking.
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Notwithstanding the great symbolical and psychological significance of

the cross—Channel link, other major productive infrastructure projects

should not be neglected - projects which are at varying stages of

advancement and which are currently receiving close attention.

In the transport field, a high-speed European rail network is
planned. The European rail network does not provide a fully
satisfactory service for travellers. In particular, the 1lack of
integration between the different national networks precludes the
unified use of the main lines at high speed and at close intervals.
A decision could soon be taken on the high-speed rail link between
Paris, Brussels and Cologne, which could be the first link in a
future European network and which, it is estimated, could increase
the internal rate of return on the cfoss—Channel link project by

between 1% and 2% percent. Its cost is put at some 3 000 million

ECU.

On 31 December 1985, the company given the task of studying the
problem of the Straits of Messina submitted to the public
authorities a summary report on the feasibility of a project for a
fixed link between Messina and Reggio di Calabria, recommending that
a single-span bridge be constructed and rejecting the possibility of
a tunnel owing to the earthquake risk in the area. If constructed,
the future bridge will be 3 300 metres long, will rise 80 metres
above the sea and will comprise six lanes for vehicle traffic and

two railway lines. A decision should be taken during the course of
1986.

The following transnational links are also being considered:
motorways through the Alps (Munich-Venice) and Scandanavia
(Scanlink) and the Milan-Ulm rail link through the Spluga tunnel.,
National projects such as the Greek Evzoni-Volos motorway, the
Severn dam in the United Kingdom and road 1links in Spain and

Portugal are also being examined.
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« In the telecommurications field, the Commission is attempting to
promote a project for a wide band network of integrated services
using the most advanced technologies. The cost of setting up such a

network could amount to 3 000 million ECU.

« Finally in the environmental field, proposals for cleaning up the
Nortﬁ Sea and the Mediterranean have been put forward. A study of
the best way of treating residual effluent discharged into rivers,
with particular reference to the Rhine, has also been carried out

and could lead to a depollution project.
3.2.3.The search for new forms of assistance

The above-mentioned projects will provide both economic and social
benefits. However, there are two main difficulties facing them: the
need for close cooperation, frequently of a transnational kind,

between various partners and current financing constraints.

Major infrastructure projects are expensive, require lengthy periods
of construction and can therefore be amortized only over a long
period. Such projects are seen as involving high risks, because they
may entail cost overruns and they generate a financial return which is
difficult to assess at the time they are 1launched because of

uncertainty over traffic.

In  Europe the public authorities ~have traditionally financed
infrastructure projects, whereas in the United States they have done
no more than offer tax incentives such as exemption for the interest
earned on bonds. As they are anxious not to add to a level of public
indebtedness which they regard as worrying, the national authorities
tend no longer to involve themselves directly or indirectly (granting

bf guarantees) in such financing.

It is therefore the market which must be given a new ‘role. The
"project financing" technique, which was initially used for exploiting
oil deposits and which is illustrated by the fixed Channel link, will

have to be developed. Used only to finance projects which are regarded

.3.9...
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as- being sufficiently profitable to service the debt, this technique
bases the reimbursement of lenders simply on the cash-Fflow generated
by the project. The guarantees relate to the assets of the project and

not to those of the promoter.

In  this context, and given the European dimension of the
infrastructure pProjects envisaged, the Commission has instituted

studies designed to assess the role which the Community might play.

Without Prejudging the conclusions which it will reach, a number of

comments can justifiably be made now.

The financial instruments currently at the Community's disposal have
already been of considerable assistance in the past. Not being fully
capable of meeting the new financing requirements, they are worthy of
reinforcement. Grants are an inappropriate method for projects with a
high level of profitability. While they might be considered as a means
of building up the capital base, it would not be possible, given
budgetary constraints, for more than wmodest amounts te be made
available-amounts which would primarily play a signalling and leverage
role for the markets. As to the lending instruments (EIB and NCI),
they require first-rate guarantees which the Member States and the

promoters sometimes do not wish to provide or cannot provide.

Under these circumstances, the Community's role could well take three

main forms:

— to promote the emergence of projects by identifying them, analysing

them and discussing them with the parties concerned: Memher States,
contractors and bankers. This role could be formalized, for example
in the form of support given publicly by the Community (a kind of
"declaration of European interest") for pro jects meeting certain

criteria which it would have laid down in advance;

~ to help, by encouraging the Member States to take appropriate
measures to create a more attractive environment for private

funding. This should be a two-pronged approach aimed at liberalizing

einfaan
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movements of capital .invested in infrastructure projects and at. .
granting favourable téx treatment, such as that reserved in certain
countries for national securities (De Clercq Decree in Belgium,
eligibility of equity—linked savings plans in France, etc);

where necessary, and particularly for projects which provide major
eéconomic and social benefits but which are less profitable and
therefore less attractive to the market, there should be a Community
financing = commitment. That comnmitment could, according to
circumstances, be relatively 1limited, for example in the form of
refinancing guarantees or it might take the wore direct form of
instruments, particularly loans, which are better suited to the task

in hand.

4. Developments and decisions relating to the borrowing and lending

instruments in 1985

4.1 The New Community Instrument (NCI)

On 7 June 1985, as indicated in point 1.1.3, the Commission proposed
that the activities of the New Community Instrument be continued by
prcviding for a new programme of loans amounting to 1 500 million ECU
to be used for financing productive investment projects carried out by
small and medium-sized businesses, particularly projects involving the

application of new technology and innovation.

Two new features have been introduced to ensure that the lending
arrangements are better suited to such investment projects and to
SMEs:

~- thé financing base is to be extended to cover certain types of
intangible assets directly connected with the investment projects
concerned, such as patents, licences, knowhow, computer software and
research and development expenditure;

-~ Financial intermediaries will be able to pass on to firms the funds
made available either in the form of loans or in the form of a
capital contribution, with the financial intermediary being
responsible for servicing of .the loan and for the associated risk in
both cases.

41
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In addition, capital and  interest payments on the “loans may “be .0

deferred.

The Commission has thus incorporated into.its proposal the results of
the Council's dis¢ussions on the "European Innovation Loan™,(17) for.

which: a-"special  tranche: of 100 million ECU had initially'been set

- aside under NCI III. )

" Although the Commission has thus decided to pursue a specific

objective, namely the financing of investment projects with -a
technological —éompohent’ in SMEs, it has ~not  ruled " out ﬁaking
éubsequent use of therNCI'in other:areas of common interest  such as
the development of major infrastrucfure projects of European intereét;
cooperation in techﬁological, research, energy andrrlafge industrial

projects.
4.2 Euratom

As repofted in point 1.1.2, the Commission's proposal on the raising
of the ceiling for Euratom loans, presented in December 1984, was-

adopted by the Council on 5 December 1985 (18).

The Commission is now empowered to contract loans up to a total of
3 000 million ECU in principal for the'purpose of contributing to the

financing of nuclear power statioms.

The granting of Euratom loans, which slowed in 1985 as- the line of
credit authorized by the Council was used up, can. thus be stepped up

substantially in 1986.
4.3 European Coal and Steel Community (ECSC)
In. 1985 ECSC- industrial conversion'polidy benefited fully from the

implementation of the new -operating - principles drawn up by the

Commission in’1983 and specified in detail in 1984.
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VVWitn ‘regard to 1ndustr1al loans, the Comm1s31on dec1ded on and
“‘published the - 1mp1ement1ng crlterla and the ob]ectlves of a ‘policy
'almed—at promotlng the consumptlon of Communlty steel (19). :The first
';operatlons under thlS new instrument pursuant to the second paragraph

of Artlcle 54 are now being carried out.

’_Wlth regard. to sub81dlzed hou51ng, the forthcomlng enlargement of the
Community ‘meant ‘that the first lnstalment of the tenth programme was
,llmlted to two years, 1984 and 1985. As a result of enlargement, the
funds available for the second 1nstalment from 1986 to 1988 are to be

1ncreased (39 million ECU).
4.4 FEuropean Investment Bank

The EIB's two main concerns in 1985 were to step-up its activities in
accordance with the recommendations of its Board of Governors (20) arid
to.take particular: account of the effeects of the enlargement of the

- Community in planning ahead.

In tne member - countries, aid for- investment ‘projects involving
advanced technology  increased and included global loans, loans for
projects’ contrlbutlng dlrectly to environmental protection more than
doubled; ‘lastly, wuse of floating-rate borrowings ‘and 1lendings.
inereased,to account for some 15% of the total.

Out51de the Communlty, with the " entry into force of the third Lomé&-
Conventlon v1r;ually all the resources available from budgetary funds
.were committed, while lending from the EIB's own resources 1ncreased

apprec1ably.

As far ‘as- Spain and Portugal are concerned, all of the amounts still
available under the pre-accession agreements were used up. ‘As from 1°
January 1986, the two  countries having become members of the
Community, EIB assistance to them &111 comply with the eame'criteriai
-as-in the case of the other countries, namely the contribution made to

regional development, to Community policies in the field of eunergy,
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environmental protection and infrastructure involving several
countries, . and to investment projects designed to ~increase the

capacity of - firms, notably through the development of advanced

technologies.

S0 ‘as to be able to deal with the increasé in EIB financing from the
EIB own resources . in the years - ahead, while at the same time
maintaining a first rating on ‘the capital markets, the Board of
Governors decided - to double the Bank's capital with effect from 1
January 1986. This increase, which takes account of the contribution
~of Spain and Portugal and the alignment of Italy's contribution on the
contributions of Germany, France and the United Kingdom, brings the
subscribed capital to 28 800 million ECU and the paid-up and uncalled
capital to 2 595.9 million ECU. The outstanding amount of loans and

guarantees can thus total 72 000 million ECU.

5. Borrowing

5.1 Situation on capital markets in 1985

5.1.1 General

The buoyancy evident on the international capital markets since 1981
continued in 1985. Gross international bond issues totalled almost
200 000 million ECU, which was 72% up on the previous year. In net
figures, i.e. less redemptions, bond issues totalled 17 4000 million
ECU. However, the growth in the volume of private international
placings was less marked (13%), while the volume increase in
syndicated loans and credits was insignificant. The volume of
syndicated loans and credits has indeed been static or in decline for
several years; in 1985, it amounted ro only one-third of the volume of
new bond issues on the international market, whereas in 1980 the ratio

had been precisely the opposite.
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The success enjoyed by fixed-rate financing is linked to the Ffall in
long-term interest rates on the major markets, due in particular to
lower inflation and reduced public deficits in the ma jor countries and
to the favourable climate created by continued economic recovery. The
almost universal improvement in borrowing terms was such as to
stimulate refinancing operations and new borrowing by firms, while
long~term placings by savers were encouraged by the prospect of a
continued downward movement in interesc rates. Floating~rate
borrowings, which involve only a limited clientele, nevertheless grew

at the same rate and maintained their market share.

The situation of the developing countries, particularly the net oil
importers, improved distinctly as a result of the economic recovery in
the industrialized countries and an improvement in trade. Their
borrowing credit on the international financial markets benefited from
this, increasing their room for manoceuvre in covering their financing
requirements and consolidating their external debt. However, this
positive effect has not yet resulted in any new large-scale borrowings
being contracted. On the other hand, the recent sharp fall in oil
prices could aggravate the difficulties of the oil-exporting LDCs,

which are the most heavily indebted.
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Table

)
2

Volume of capital raised on international markets, 1984-85

1984 1985 %
Growth
Million ECU rate

International bond issues
~ Eurobonds (international syndicates)

— Conventional foreign bonds

Total (gross

Total (net, i.e. less redemptions)

Private placings recorded (gross)
International syndicated credits

and loans (gross)

93.325  172.812  +85,2
22.452 26.391  +17,5

115.777  199.203  +72,1
101.965  173.994  +70,6

13.858 15.716  +13,4

67.570 69.281  +.2,5
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5.1.2 Currencies of borrowing and interest rates

With the exception of dinternational syndicated loans and credits,
which are denominated almost exclusively in US dollars, international
bond issues made use of a wide variety of currencies and composite
monetary units, among which the dollar still remained predominant
(some two—thirds of the total). Among the other major currencies used
the Deutschmark lost ground to the yen, which took over from the
Deutschmark as the second largest currency used for international
issues. These were followed, with very similar volumes and

parcentages, by the Swiss franc, the ECU and Sterling.

The breakthrough of the ECU is particularly interesting. With a volume
of 9000 million ECU, equivalent to 4 1/2% of the total, it has secured
an important place amongst the international currencies of issue.
While the bulk of the operations continue to be carried out by
Community issuers, there has been some diversification since 1984,
with operators in New Zealand and Korea being among the borrowers in
1985. Some issues were made outside the international framework, being
offered on domestic financial markets. The issues floated in the
United States and the private placing made in June 1985 in Tokyo by
the European Economic Community could signal new developments in the
use of the ECU on the financial markets. Gradual liberalization of
capital movements and the 1lifting of certain restrictions on the use

of the ECU within the Community would also help to stimulate the ECU's

role.

The Community institutions made issues not only in ECU, but also in
currencies which had not been used previously, or had not bheen used
for more than ten years (the Irish pound and the lira). International
issues denominated in Australian and New Zealand dollars increased, to
the point where a separate compartment within the Euro-markets was
created for them. So far, however, the Community institutions have not

made use of these two currencies.
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Movements in yields on the major national and international capital
markefs.are given in Graphs 1 and 2. The yields are those recorded on
the. secondary market but, 'since the markets are very closely
intercounected, they are also representative of the terms attaching to

recent bond issues.

More than in 1984! there was é'grqdual easing of dinterest rates on
both international and domestic markets during the year. The main
reasons for this were the fall in ipflation rates, the stabilization
or indeed reduction of public finance deficits in the major countries
(except the United States) ahd the economic recovery, financed more
than in the corresponding stage of previous cycles by reliance on
companies' own capital. In addition, the interest rates associated
with the major currencies were less dependent on those prevailing in
the United States because of the substantial decline in the dollar on
the exchange markets since the end of February 1985. On the national

markets, some interest rates (Denmark, Ireland) showed a more marked

fall than others.

Table 4: International bond issues, by currency

UsD Yen DM FS ECU UKL CAD Other

1984

In Mio Ecu  80.312 6.420 7.189 5.878 3.240 6.984 2.379 3.37
As % of total 69,4 5,5 6,2 5,1 2,8 6,0 2,0 3,0

= bt |

1985

In Mio Ecu 130.939 14.402 12.268 8.978 8.960 8.581 4.157 10.91
As % of total 65,7 7,2 6,2 4,5 4.5 4,3 2,1 5,5
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5.2 Community borrowing in 1985

As the year before, all the major gecgraphical areas benefited in 1985
from the increase in the volume of international financing, as may be
seen from Table 5 below, which is confined to bond issues, these being
the only form of international financing that can be broken down in
thiﬁﬁway. However, a number of structural shifts were evident, albeit
on a lesser scale than in 1984. The share of borrowers from the United
States continued to increase, while that of the Community. countries
rose again to its 1983 level. By contrast, issues by other Furopean
countries and by non—-Community international bodies increased less
rapidly than issues as a whole. Community institutions, though
doubling the volume of their issues in 1985, showed little increase in
their relative share, which remained considerably below what it had

been in 1983.

Table 5: International bond issues,(l) by geographical zone of issuer

0y

1984 5 1985

Million Ecu % Million Ecu %
EC Member 'States 28.783 24,8 55.082 27,7
EC institutions 4.481 3,9 8.773 4,4
Other Furopean countries 15.396 13,3 19.944 10,0
United States 26.882 23,2 52.332 26,3
International bodies
(excluding EC institutions) 10.300 8,9 12.859 6,5
Rest of world 29.935 25,9 50.213 25,2
Total ‘ 115.777 100 199.203 100

(1) This table covers only pﬁblic issues and‘hence only part of the

borrowings by Community issuers (see Tables 1 and 2 in the annex).
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The total amount borrowed by Community organizations in 1985 for
structural purposes, i.e. excluding balance of payments borrowings,
was 8 168 million ECU, compared with 6 342 million ECU in 1984, an
increase of 28.8%Z, with all the instruments except the NCI showing an
increase. NCI borrowings fell by 11%, while ECSC borrowings increased
by more than half, EIB borrowings by more than 30% and FEuratom

borrowings by nearly 61%.

Table 6: Trend of borrowing by Community institutions

( million ECU)

Year (1) ECSC EIB (2) EURATOM NCI TOTAL
1976 956 732 1 688
1977 729 1 030 99 1 858
1978 981 1 863 72 2 916
1979 837 2 437 153 178 3 605
1980 1 004 2 384 181 305 3 874
1981 325 2 243 373 339 3 280
1982 712 3 146 363 773 4 994
1983 750 3 508 369 1 617 6 244
1984 822 4 339 (3) 214 967 6 342
1985 1 265 5 699 (4) 344 860 8 168

(1) Up to 1982, the series are for borrowings signed during the year
under all the instruments. As from 1983, the figures for the ECSC,
Euratom and the NCI represent borrowings collected during the
year. As a result of this change in method, a 200 million dollar
borrowing under the NCI was counted in both 1982 and 1Y83.

(2) The EIB also raises funds by selling participations in EIB loans
to third parties; the amounts involved totalled 672.7 million ECU
from 1961 to 1985. The figures for 1984 and 1985 were 22.1 million
ECU and 10.6 million ECU respectively.

(3) Including 289 million ECU in short-term operations (189 million
ECU in commercial paper and 100 million ECU in certificates of
deposit). | )

(4) Including 374 miiv- . BCU in shorr—r.i, Jyorations {commervcial
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The analysis of issues by source and currency of borrowing shows that:

— Issues denominated in Community currencies were slightly down in

relative terms compared with 1984, accounting for 61.5% of total
borrowings. As in the previous year, the ECU ranked second in the

list of Community currencies behind the DM and before the FF and the

HFL.

The total amount raised in ECU was 1054.7 million, equivaleat to

12.9% of total borrowings.

The EIB significantly stepped up its borrowings in ECU. The ECU thus
now ranks first amongst the Community currencies in which it

borrowed and second overall after the dollar.

Issues denominated in FF increased considerably in 1985, placing the
French franc third in the list of Community currencies, after the DM
and ahead of the HLF. The amount raised in LIT also rose sharply, to
three times the previous Ilevel. Lastly, the EIB carried out the
first issue by an international borrower on the Irish market and

borrowed for the first time in DKR.

Borrowing in non-Community currencies increased ta 38.5%Z of the
total. Dollar and yen issues rose sharply, while SFR issues remained

virtually stable.

The USD accounted fo; 649.1 million ECU-worth of the 899.2 million
ECU in floating-rate operations carried out by the EIB in 1985, or
15.7% of the total raised, after an experimental start in 1984,
Floating-rate issues were on-lent principally to the United Kingdom,

France, Italy and Greece.

As in 1984, a sizeable proportion (some 30Z) of the funds borrowed

by Community instruments was raised in the form of private placings.
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, Operations under -the Community loans mechanism designed to support

Member States' balances. of payments

This mechanism serves . a different  purpose from that:'of the other
,bgrrowing and lending instruments for financing investment projects
discussed-in this report. Operations under this heading must, howévet,'
be taken into consideration if the Community's borrowiqg,activitiesréh

capital markets are to be presented in full.

Established in 1975 (1), the balahce—of—payménts support mechanism was
adjusted in several reséects iﬁ 1981 and 1985 (2) although its general
design has remained unchanged.  The principle is still  that . thé
Community uses -its créditworthiness to borrow and on-lend on identical
terms the funds it raises to any Member State in balance-of-payments
difficulties. The granting of a loan is conditional on the recipient
Member State committing itself to a recovery programme aimed at
restoring a sustainable -balance—of-payments ~situation. The .loan
decision is taken unanimously by fhe Council, which determines the
amount of the loan, the disbursement techﬁique (single or staggezeﬁ
payment) and the economic. policy conditions attaching to it. The total
amount oustanding, in  principal, of loans authorized under the

mechanism is limited at the moment to 8 000 million'ECU.

~In this connection, the Council, -acting on- a proposal from the

Commission and after consulting the Monetary Commitee,  decided on 16
May 1983 to grant the French Reﬁhblic a loan equivalent “to 4 000
million ECU (3). ' '

(l)rCounéil ﬁegulations (EEC) No 397/75 and No 398/75 of 17 February
1975. o o . S
(2) Council Regulations (EEC)A No 682/81 of 16 March 1981 and No
. 1131/85 of 30 April 1985. ' ' :
(3) Council Decision 83/298/EEC. - ﬁ
B | 28
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At the request - of the French authoritiés, the Commission, after
consulting the Monetary Committee, adjusted the terms on. certain

“components- of that loan' in-June and July'1985.

An initial operétion in respect of the USD 1 800 million borrowed on
ufloatingfrate'termes provided for early repayment of the loan issﬁed
by'the'Community in June 1983 and, at the same time, for a new loan of
an identical amount, with an unchanged final repayment date and with

more favourable rate terms (LIBID + 1/16 a year).

Two operations concerned  the terms of the USD 1 240 million loan to

France under the Community loan. They amcunt to USD 590 million (the

balance of ‘USD 650 million having been repaid early by France) and

consist in :

~ a USD 350 million tranche in the form of a five-year, 9 5/8%
Euro—issue by the Community that was the subject of a varable-rate
swap;

- a USD 240 million tranche in the form of a three-year, 9 1/4% loan
floated in the United "States and also involving a variable-rate

swap.

Together, these arrangements demonstrate the effectiveness of the
‘balance-of-payments support mechanism, and have enabled France to make

substantial savings on- interest rates.

At the ECU's conversion rate on 31 December 1985, the operations

carried out under the mechanism in 1985 amounted to 2 691.6 million

ECU.
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6. Lending in the Community

6.1 General

The total value of loans granted in 1985 was 7 746 million ECU, a

nominal increase of 8%, which was close to the growth rate in 1984.

ECSC activities increased by 22.4% as a result of the growth in
lending to the steel industry (up by 58.1%) and of industrial
conversion loans under Arti:le 56 (up by 46.8%). Global 1loans
continued to predominate in lending for conversion purposes (84% of
conversion loans), but were also widely used in loans for promoting
the consumption of Community coal. The total amount of ECSC global

loans rose from 273 million ECU in 1984 to 335 million ECU in 1985.

EIB lending increased by 12.7% and Euratom lending by 23.1% in nominal
terms. By contrast, NCI lending fell by 25.2% as the bulk of the

amounts available under the NCI III had been committed.

N
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Trend of lending in the Community (1)

(Million ECU)

YEAR ESCS EIB EURATOM NCI TOTAL ANNUAL
GROWTH

2y €D RATE 7%

1976 989,0 1.065,4 2.054 4 19
1977 709,0  1.390,9 96,9 2.196,4 7
1978 797,7  1.966,5 70,3 2.834,5 29
1979 675,8  2.281,2 151,6 277,0  3.386,6 19
1980 1.030,7 2.738.4 181,3 197,6 4.148,0 23
1981 387,6 2.805,9 357,6 539,8  4.090,0 -1
1982 740,6 3.446,0 361,8 791,0 5.339,4 30
1983 778,1  4.243,5 366,4  1.199,6 6.587,6 23
1984 825,5 5.007,0 186,0 1.181,8  7.200,3 9
1985  1.010,6 5.640,7 211,0 883,7 7.746,0 8

(1) Balance-of-payments loans are not included in this table.

1976: 118.1

(2) Including loan guarantees:

earthquakes

in Italy

in

1980: 14.2
1981: 282.1
1983: 97.6

(3) Including the loans for reconstruction

November

February/March 1981 (1981-85).

million ECU;
million ECU;
million ECU;
million ECU.

in areas stricken by the

1980 and in

Greece

93

in
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Graph 4 : Trend of lending in the Community, by instrument (1976-1985)
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"6.2.1 Productive sector

Despite the growth of ECSC lending, loans to the productive sector,
while remaining at a high level (2830.2 million ECU), were virtually

stable compared with 1984. Their share of total lending was 37%.

ECSC lending increased by 31.3%Z, and by 43.2% if the loans for the
Carajas iron-ore project in Brazil are excluded. This increase
reflects the very sharp growth in lending to the steel industry and in

industrial conversion loans.

EIB lending was virtually stable; NCI lending fell since most of NCI
III had been committed. However, NCI lending to the productive sector,
which had accounted for 66.9%7 of NCI activity in 1984, accounted for

74.3%, i.e. almost three quarters, of its activities in 1985.

A total of 78 global loans amounting to 1 400.4 million ECU was
granted from the EIB's own resources and from NCI resources in 1985:
33 global loans totalling 629.1 million ECU were granted from NCI
resources and 45 global loans totalling 771.4 million ECU from EIB
resources. Of the EIB global loamns, 41(711.5 million ECU) were for
regional industrial development and 4 (59.9 million ECU) for

investment in advanced technology projects in France and Italy.

Sub—-loans allocated in 1985 from global 1loans already operative
(1 602.9 million ECU increased by 12% compared with 1984. A total of
5813 sub-loans from ongoing global loans was used for various purposes
(including the efficient use of energy) in industry, predominantly in
the following sectors: metalworking and mechanical engineering, food,

chemicals, textiles and leather, printing and construction materials.

Sub-loans from ECSC global loans increased from 273 million ECU (227
million ECU for conversion and 46 million ECU for coal consumption) to
335 million ECU (305 million ECU for conversion and 30 million ECU for

coal consumption).
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6.2.2 Infrastructure

Lending for infrastructure projects advanced (+13%), as did its share

in total lending, which was of the order of 31%.

EIB and NCI 1loans for tranéport were up again, while those for
telecommunications (597.3 million ECU, including 40.2 million ECU for
satellite links) levelled off. Assistance for water engineering
projects focused mainly ~on drainage projects (323.6 million ECU).
Global lbans for infrastrucéure totalled 207 million ECU; the
652 sub-loans from. ongoing global loans for infrastructure projects

meeting regional and energy objectives totalled 274 million ECU. ECSC

- lending to finance low-cost hbusing fell  sharply to stand at only

17.3 million ECU.

0 6.2.3 Energy

Lending to the lenergy sector increased by 6,1%, reflecting the
increase in EIB and,‘to a lesser extent, Euratom lending. ECSC loans
for thermal power stations fell- slightly, and no loans were made 1in
1985 for coal production. Similarly, there were no NCI loans in the

energy sector.

The growth in EIB lending (2230.9 million ECU) is due to the continued
financing of nuclear power stations and nuclear fuel reprocessing .and
storage facilities (955.9 million ECU), but also to transport projects
and energy and heat distribution projects, which accounted for 620.6

million ECU (422.5 million ECU in 1984).

Global loans for investment projects in industry and infrastructure
projects meeting Community energy objectives totalled 251 million
ECU. In 1985, 279 sub-loans amounting to 263 million ECU were granted
from global loans alreédy operative: 136.6 million ECU for 164 gmall

infrastructure projects and 126.4 million ECU for 115 industrial

investment projects.

b 4
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The new energy projects financed in 1985 (almost half of the funds
went to new investment projects) could produce some 9.3 million tonnes
of o0il equivalent per year including (2.9 million in the case of the
projects for the efficient use of energy), 1i.e.some 2.87 of the
Community's forecast oil imports in 1990. The projects financed from
1981 to 1985 together account for 60.9 million toe or 18.4% of annual
imports. ‘ , . ,Q

6.3 Country breakdown

More than 67% of lending was concentrated in countries with ma jor
regional problems (Greece, Ireland, Italy and the United Kingdom), and
the figure was 87.5% if France is included.

The shares of Greece and the United Kingdom tended to increase in line

with the expansion in EIB aid for Greece and in EIB and ECSC aid for
the United Kingdom.

Since the rate of increase in aid granted to France and Italy was
below that of total lending because of the contraction in NCI loans
(and in Euratom loans in the case of France), the shares of France and
Italy fell slightly.

x
EIB and NCI loans contributing to regional objectives totalled some
3400 million ECU in 1985, equivalent to more than half of the total

and to 58.3% of lending from EIB own resources.

The breakdown of financing for regional development projects in 1985
confirms the leading part played by infrastructure projects (58% of
the total), with the productive sector accounting for more than

one—third and energy for a little over 8%.

The total amount of investment which the FEIB and NCI helped to
finance is put, according to the forward estimates, at 24 900 million

ECU and their contribution at an average of 38% of total costs.
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According to estimates (21), the investment projects financed by the
EIB and the NCI in 1985 should together help to create some 43 000
permanent jobs, including 36 000 in industry.

Some 927 of the jobs created in industry, i.e. some 33 000, stem from
small and medium-scale industrial ventures financed through global
loans. The investment cost per job created here is much smaller
(67 000 ECU) than that of 1large-scale projects financed through
individual loans (231 000 ECU). A total of 56Z of the jobs created was

in the assisted areas.

In addition, the modernization projects carried out involved firms

employing in all some 300 000 workers.

The orders and work involved in the projects financed had direct and
indirect temporary effects on employment. Bearing in mind the period
of time fequired for the carrying out of such projects, the employment
effects are likely to amount to an annual average of some 190 000 jobs
in 1985 and 1986.

While, by their nature, projects financed by Euratom create few new
jobs directly, ECSC conversion loans made in 1985 could help to
provide up to 23 000 extra jobs.
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7. Lending in the Community, by instrument
7.1 New Community Instrument (NCI)
7.1.1 General analysis of utilization

The table below shows the situation regarding loans signed as at 31
December 1985, specifying the borrowing authorizations and their
recpective ceilings:

- NCI I was fully allocated by 31 December 1984;

- the amount still available under NCI II will have been allocated
shortly to operations already approved;

~ 86% of the first tranche of NCI III has been committed; the balance
is covered by loans already approved but not yet signed;

- 77% of the second tranche of NCI III has been used; if the financing
applications already approved are added, the remainder has been

almost fully committed.

At 31 December 1985, 1loans signed wunder the three borrowing
authorizations totalled 4 344 million ECU.

In addition to these ordinary operations, which make up its principal
activity, the NCI also helps to finance the exceptional assistance
operations in the regions of TItaly and Greece stricken by -the

earthquakes of 1980-81.

The Council Decisions on such reconstruction aid do not lay down any
precise amounts for NCI lending, but limit the overall amount of
assistance, financed both from the EIB's own resources and from NCI

resources, to:

- 1 000 miilion ECU in borrowing and lending for Italy (22);
~ 80 million ECU in borrowing and lending for Greece (23).
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All of the 80 million ECU authorized for Greece was committed in 1982

in a single loan. The exceptional aid operations in the Italian areas

hit by the 1980 earthquakes still have a balance of some 97 million

ECU in loans to be signed, 82 million ECU of which have already been

approved. These loans are granted from EIB and NCI resources, with the

NCI having covered 68% of the lnans signed so far. The delay in the

outstanding loans still to be signed is due mainly to changes in

projects and lead times for construction.

NCI utilization

NCI I NCI II NCI III NCI ITII Reconstruction
1st 2nd ITALY GREECE

tranche tranche

Ceilings 1.000 1.000 1.500 1.400 1.000 80
Loans signed (1) 995(2) 980 1.293 1.076 903(3) 80
(1) Adjusted for cancellations (8.5 million ECU in the case of NCI II

(2)

(3)

and 39.0 million ECU in the case of the first tranche of NCI III).

The level of wutilization 1is determined, for ordinary NCI
operations, by converting loans actually paid out into "borrowing
equivalent”. The date, of conversion into ECU 1s that of the
corresponding borrowing; the total cost of each borrowing is
allocated betwe n the various NCI tranches in proportion to the
amounts paid out. NCI I has been fully allocated, the ahjustment

to the "borrowing equivalent” basis absorbing the remained 5

million ECU.

Including 291 million ECU from the EIB's own resocurces.

6§
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- Following a period of relative stagnation in 1984 (1181.8 mi,lli'on e

ECU), NCI 1lending fell by 25.12% in 1985 to 883.7 million ECU, the -
bulk- of the amounts available under NCI III having been commi_ttéd.'

The proportion of loans going to. the prodﬁctive sector' increased
further,. in accordance'with the NCI III guidelines, accounting for
nearly three—quarters of total lending (657 million ECU), mainly in
the form of global loans to small and medium-sized industrial firms
outside regional aid areas. Global loans accounted for 71.2% of
assistance in 1935, compared with 65.3% in 1984 and 40%Z in 1983; 33
global loans totallingr 629.1 million ECU were concluded with
intermediary institutions in five countries. Of the 2916 sub-loans
(totalling 723.8 million ECU) allocated to SMEs from global loanms in
1985, 38% by number and 20% by amount went to firms employing fewer
than 20 workers, 66% by number and 43% by amount to firms employing
fewer than 50 workers and 93% by number and 81% by amount to firms

employing fewer than 200 workers.
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Graph 6 : Breakdown of NCI loans in 1985, by country and by sector
: (including earthquake reconstruction loans in Italy)

? Industry :

Infrastructure

71




- 63 -
Since no loans were made\in the energy sector, the remaining 26% of
loans went  to the infrastructure'sector. Some of the infrastructure
loans were, hovever, used to help save energy. This was the case in
Denmark with the electrification of the railway network and in Italy
with the installation of solar panels for wafer hgating.

The loans in the infrastructure sector were allocated to transport
(60%), more than half of this being for mdtorways and the remainder
for railways; to waste water treatment in Lombardy (16%); to

telecommunications (14%); and to other infrastructure schemes.

Lastly, 14.1 miilion ECU was granted to Italy towards the

reconstruction of the railway network in the earthquake areas. 30.2

‘million ECU was granted for the same purpose from the EIB's own

resources, which taking into account earlier loans, brings the total
amount of subsidized loans committed for Italian recomstruction work
to 902.9 million ECU, including 291 million ECU from the EIB's own

resourcese.

Table 6 in the annex provides a breakdown of NCI loans by country and

sector.
7.1.2 Country-by-country review

The overall decrease in NCI lending compared with 1984 is reflected in
the level for each of the recipient countries, with the amounts lent
being down by between some 10% in France and nearly 70% in Greece.
Italy's share remained at 42%, while that of France rose from 33% to
40%; Denmark came next with 8%; the remainder was divided between the

United Kingdom, Ireland and Greece.

In Denmark, lending fell by almost half to 68.5 million ECU, 45% of
which was used for the electrification of the railway 1line from
Helsingér to Korsgr via Copenhagen. The rest was used, in the form of

two .global loans, to finance productive investment in industrial SMEs.

During the year, 110 sub-loans totalling 37.4 million ECU werc pranted

from global loans already operative.

n 9.../...
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In dreece, loans totalled only 22 million ECU. The bulk (17.6 million
ECU) was used to improve the domestic- and - international
telecommunications network, notably communication with shipping by
Inmarsat satellite. A global loan was also granted for the development -

of craft firms.

From the global loans already operative, 16.1 million ECU in sub-loans
was granted to 17 SMEs.

In France, most of the assistance, i.e. 269.9 million ECJ out of a
total of 357.8 million ECU, took the form of 18 global loans to SMEs
granted through two national institutions and 14 regional development
corporations. The rest of the loans went on infréstructure
(Micon~- 'hdtillon section of the A40 motorway linking Burgundy to the
Mont-Blanc tunnel and Italy) and telecommunications (continuation of
the setting up of a satellite network designed to provide data
transmission services .to business users and links with the French

overseas departments).

From the global loans already operative, 1889 small and medium-sized
firms received a total of 303.1 million ECU, particularly in the

Rhdne—~Alpes and Ile de France regions.

Ireland received a loan of 27.9 million ECU which was used for the
development of 13 300 hectares of forest (roads, tourist amenities and
techg}cal’facilities).

»
In Ttaly, lending totalled 374.1 million ECU. Global loans accounted
for more than three-quarters (300.9 million EGU) of this total. They

were concluded with eight institutions specializing in the financing
of SMEs.

The rest was granted in the infrastructure sector for waste water
collection and treatment systems to reduce pollut*on of the ‘river Po
in Lombardy (36 5 million ECU), the provision of ‘basic infrastructu1es

for a new business district in association with the Naples integrated

13 /
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operation (13.4 million ECU) and the installation of solar panels for

water heating in the Mezzogiorno and centre and north of the country
(9.4 million ECU).

In addition, a loan of 14.1 million ECU was granted for the repair of

the railway network under the programme of subsidized reconstruction

loans.

From the global loans already operative, 819 small and medium-sized

firms mainly located in various areas in the centre and north of the

country were granted sub—loaﬁs amounting to 352 million ECU.

In the United Kingdom, in addition to assistance for the
electrification of the railway network south-west of Glasgow, a global
loan was granted for investment by SMEs outside the regionally

assisted areas. The two loans totalled 33.4 million ECU.

From the global loans already operative, 81 small and medium-sized

firms were granted sub-loans amounting to 15.2 million ECU.



i 0

NCI II compared with NCI I

On 15 March 1982, by Decision 82/169/EEC (1), the Council empowered
the Commission for the seccnd time to contract loans up to an amount
not excéeding 1000 million ECU.

The proceeds of these borrowings (NCI II), which were authorized in a
single tranche on 26 April 1982, have now been almost fully
allocated. A look at the loans signed (980 million ECU) will therefpre
highlight the changing pattern of financing since the first
authorization on 15 October 1978 (NCI I).

1. Sectoral changes

- De jure changes. Under the 1982 Decision, the productive sector
(mainly small and medium-sized firms) was added to the two sectors
to which the NCI already provided assistance, namely infrastructure
and energy. No geographical constraint was placed on the allocation
of the 1loans, which therefore went mainly to SMEs outside the
regionally assisted areas. Thus, the New Community ;nstrumené has

complemented EIB lending, which has remained predominantly regional.

- De facto changes. This dejure shift has been underlined by the
strong demand for industrial loans, mainly from SMEs. Industrial
loans have thus accounted for 41.7% of total lending under NCI II
and nearly 937 of them have been in the form of global loans to
SMEs.

Parallel to this, the shares of the other two sectors declined
appreciably compared with NCI I. Energy, which accounted for 457 of
NCI I, fell to only 337% of NCI II. Loans in the infrastructure field
fell from 547% to 26%.

(1) oJ L 78, 24.3.1982.
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These developments explain why co-financing with the EIB, which was
the rule under NCI I, became much less frequent under NCI II, with

only 15 projects being co-financed in this way.

However, the amounts involved were not insignificant. Although
co-financing with the EIB in industry accounted for only 6.6% of the
cost of all the projects financed by the NCI, it amounted to 21.7%
of the cost in the energy sector and 23.6% in the infrastructure
sector, while in these two sectors NCI loans covered only 10.1% and

14.87% respectively of the cost.
2. Geographical changes

Although Italy remained the principal beneficiary of loans under NCI
IT (48.37% of the total), maintaining the position it had enjoyed under
NC: I, the shares of France and Denmark increased, from respectively
7% and 6.7% to 12.8% and 10.3%.

Greece, which did not benefit from NCI I as it joined the Community in
1981, received 11.77% of lending under NCI II. The shares of Ireland
and the United Kingdom, which were 247 and 147 respectively of total
lending under NCI I, fell to 9.2% and 7.7% respectively.

3. Brief analysis of NCI II lending

~ Almost 447 of 1loans in the energy sector went to finance the

construction of gas and oll pipelines in Denmark, Ireland (Cork-Dublin
gas pipeline) and Italy. 17% of the loans were used for connecting up
the French and United Kingdom high-voltage electricity grids via
submarine cables under the Channel. The remainder helped to finance
the working of the lignite mine at Amynteon 1in Greece- and the
electricity-generating plant which it supplies, and the use and
storage of hydrocarbons in Italy.

- 53% - of loans in the infrastructure sector were . for

telecommunications, namely the development and modernization of

telephone and telex networks and equipment in Greece, Ireland and

7(; R S
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Italy (connection of more than 300 000 ”éﬁbscribers in Apulia and
"Sicily). 152 were used for roads and motorways, namely the
construction of a section of the Friuli motorway and the improvement
of various roads in Ireland. A 56.7 million ECU loan helped to clean
up the Bay of Naples through the construction of sewage treatment
plants and the laying of sewage mains. Lastly, a global loan was
granted 4n France to the "Fonds spécial de grands travaux” for energy
saving investment 1in 1local authority buildings and educational

establishments.

- In the productive sector, 937 of the loans were granted in the form

of global loans. to SMEs.

The remainder was made up of a loan for afforestation, forest roads
and tourist and technical facilities in Ireland, a loan for the
efficient use of energy in a cement works in Italy and a loan for the

construction of turnkey factories in Ireland.

Examination of the global loans allocated shows that three sectors of

activity were predominant, namely metalworking and mechanical
engineering (more than 20%Z of the total), paper and printing, and
foodstuffs (some 10% respectively). Next came textiles and leather,
tourism, glass and ceramics, the chemical industry, electrical
engineering and electronics, and construction materials, with their

respective shares varying from 5% to 8%.

The general importance of these sectors is reflected in much the same
way in the individual Member States. More than half of the amounts of

global loans allocated went :

. in France to three sectors namely tourism (1), metalworking and

mechanical engineering, and paper;

(1) Tourism is no longer eligible for assistance under NCI III, which
has been focused on industrial adjustment, particularly investment

in advanced technology.

(7.
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. in Italy, to four . sectors, namely metalworking and mechanical

enginee:{ng, textiles and leather, foodstuffs, and paper;

. in Denmark, more than 60 of the loans went to metalworking,

foodstuffs and paper;

. in the United Kingdom, 55Z of the total amount of the loans went to
metalworking and mechanical engineering, tourism, and electrical

engineering and electronics.

Italy was the principal recipient of the global loans (7072 of the
total), followed by France (24%Z).

4 ,Macroeconomic impact of NCI II loans

The total amount of loans signed under NCI II represented on average
16.5% of the cost of the projects (40.32Z in industry, 14.8% in
infrastructure and 10.1% in energy).

-The relevant figufesrvaried from'c6ﬂntry to country: some 25% of the
cost of the projects in Italy, 23% in Denmark, 19%Z in France, 16% in
Ireland, 14% in the United Kingdom and 7% in Greece.

The EIB contributed through loans from its own resources to the
financing of an average of 19.9%Z of the cost of all NCI II projects.
Altogether, therefore, EIB and NCI loans financed 36.57% of the cost of

the projects.

According to the estimates provided when the projects were being
appraised, estimates which are only indicative in character, the
investment projects financed by NCI II helped to create nearly
15 000 jobs.
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LIST OF NCI LOANS 1985

Loans from NCI resources signed in 1985, by country.

million ECU (1)

DENMARK
DKR 550 million 68.5

Electrification of the railway network;

Helsingdr-Korsér seétion via Copenhagen

Danske Statsbaner through the intermediary of

the Danish Government

DKR 70 million | 8.7
DKR 180 million (gquivalent valqe of a loan

denominated in LFR) ' . 22.3

Global loans to Finansieringsinstituttet for
Industri og Handvaerk A/S for financing

productive investment by industrial SMEs

DKR 200 million 25.0
DKR 100 million 12.5
GREECE

DR 2 100 million 22.0

Development of the domestic and international

telecommunications network; setting—up of a

coastal station for maritime communication by

Inmarsat satellite at Thermopylae Hellenic

Telecommunications Organization (OTE)

DR 1 700 million 17.6

(1) The national currency/ECU conversion rates used were those
obtaining on the last day of the quarter preceding that in which

the loan contract was signed.
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IRELAND
IRL 20 million

Develépment of 13300 hectares of forets :
roads, tourist amenities and technical
facilities

Forest service of the Department for Fisheries
and Forestry through the intermediary of the
Irish Govermment

(Ministry of Finance)

IRL 20 million

ITALY
LIT 540 000 million

Repair of the rail network damaged during the
November 1980 earthquakes

Azienda Autonoma delle Ferrovie Dello Stato
LIT 21 000 million

Waste water collection énd treatment system to
reduce pollution of the River Po and its
effluents in an area in which some 3.5 million
people live

Region of Lombardy

LIT 50 000 million

Provision of basic infrastructure for a new
business district in Naples (Campania)

MEDEDIL - Societ3d Edilizia Mediterranea p.A.
through the intermediary of ISVEIMER

LIT 20 000 million

* Subsidized loan - "Earthquake reconstruction”.

27.9

374 .1

14.1%

36.5

13. 4
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Instéllation of solar panels for producing
domestic hot water in residential and tertiary
sector buildings ENEL
= in the Mezzogiorno

LIT 6 600 million
= in the centre and north of the country

LIT 7 400 million

Global loans to BNL for financing productive
investment by SMEs outside less-developed areas
rin the centre and north of the country

LIT 30 000 million

LIT 30 000 million

Global 1loan to the Banco di Sicilia for
financing productive investment by SMEs outside
less-developed areas in the centre and north of
the country

LIT 10 000 million

Global loan to the Cassa per il Credito alle
Imprese Artigiane for financing investment by
craft undertakings outside less—developed areas
in the centre and north of the country

LIT 20 000 million

Global 1loan to the Centrobanca édr financing
productive investment by SMEs outside
1ess—developéd areas in the centre and north of
the country

LIT 55 000 million

Global loan to Efibanca for financing
productive - investment by SMEs.-' outside
less—-developed areas in the centre and noirth of
the country

LIT 15 000 million

83

4.4

5.0

21.9
21.0

7.0
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Global loans to IMI = for financing productive
in§estment by SMEs outside less-developed areas
" in the centre and north of the country

"LIT 60 000 million

“LIT 60 000 million

Global loan to Interbanca for = financing.

_ productive investment by SMEs outside
less-developed areas in the centre and north of
the country

LIT 35 000 million

Global loans to the regional - Mediocrediti
through the intermediary of the Mediocredito

Centrale for financing productive investment by

SMEs outside less—developed areas in the centre.

and north of the country
LIT 60 000 million
LIT 60 000 million

UNITED KINGDOM
UKL 20 million

Electrification of the Ayr railway 1line
south-west of Glasgow and rolling stock
(Scotland)

Strathclyde Regional Council

UKL 10 million

Global loan to Investors in Industry Group plc
for financing productive investment by SMEs
outside the regibnally assisted areas

UKL 10 million

84

- 42.0
- 40.1

24.5

42.0
40.1

33.4

17.0-

16.4

T »



77.2 Eﬁrbpéan Ihvestment Bank -(EIB)

p— -‘-‘ A

'In“1§85,the EIB made loans from its own resources totalling;6 225

ﬁiliion ECU; '1ohﬁs within the Communit& accounted for 5 640.7 million

jECU and lcans”outside'therCommunity for 584.3 million ECU.

Loans were granted in all the member countries ekcept for ‘Luxembourg.
- They vere highly concentrated in - countries with the greatest

'structural probiems: 55.92 of the total went on investment projécts in

Italy,,Greece and Ireland, and 36.2% on,prbjects in France and the

. United Kingdom.

Table 9 in the Annex gives a bréakdoﬁn by country and seétor of loans

in the Community.

The bulk of the assistance (3286.2 million ECU and 58.3% of the total)

continued to go to regional development projects.

Those projects were located mainly in reglions accorded priority under

~the Community regional policy: in Italy (1 692.8 million ECU), mainly

in the Mezzogiorno (1 435.5 miliion ECU), in Greece (401.7 million
ECU) aﬁd in Ireland (146.6 million ECU); loans were also granted for
projects -in France (653.9 million ECU), in the United Kingdom (372
million ECU) and a small proportion in Denmark, the Netherlands and
Germahy (19.2 million ECU). '

These loans were mainly for transport and telecommunications

infrastructure (1 365.6 million ECU) and for productive investment in

~ industry, agriculture and services (1 138.1 million VECU, of which

711.5 million ECU was in the form of global loans). The remainder was
divided between other infrastructure projects, in particular water

engineering (600.7 million ECU) and energy (286.3 million ECU).

Financing for projects helping ~to attain - the Community's  energy
objectives was used for developing indigenous resources (1 479.8

million ECU, of which 1009 million ECU was for nuclear energy), for

the efficient use of energy, particularly within the framework of

Vglobal loans (273.8 million ECU and 251 million ECU respectively) and

for,divefsifying imports:(237 million ECU).
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Loqns for envirqhmental protection totalled 323.9 millioanCU and went
~mainly to major waste water purification projecté in Italyr(Po basin,
Veﬁeice, Rome, Florexce, Pisa and the Gulf of Manfredonia), in a
numbér of coasfai towns in Greece and in various afeas of thé United

Kingdom.

Loans totalling some 293.5 million ECU were granted for infrastructure
projects facilitating intra-Community communications: roads, air
transport, port improvements, centres for the marketing of

agricultural and horticultural products.

Lending for projects in the productive sectors totalled 1 240.7
million ECU: 469.4 million ECU went into individual loans, mainly for
investment projects in industry (433.7 million ECU), which,
particularly in the electronics and chemical industries, are designed
to devélop or introduce advanced technologies (225.57million ECU); a
total of 771.3 million ECU went into global loans for the financing of
small and medium~sized firms in the Community's less-favoured areas
(711.4 million ECU) or for the financing of industrial investment

projects contributing to the development of advanced'téchnologyA(59.9
million ECU). '

Fromrgldbal loan credit on tap in 1985, 3537 allocations totalling
1-148.1 million ECU were made, broken down as follows:

2 770 allocations totalling 707.9 million ECU for small and

medium-sized ventures in regional aid areas;

- 488 allocations totalling 137.4 million ECU for small-scale
1nfrastructﬁre and equipment projects carried out in the same areas
by local authorities;

- 12 allocations totalling 45 million ECU for technologically

) St e o o .
innovative investment projects;

~ 267 allocations totalling 257.9 million ECU for industrial and

small-scale infrastructure projects'meeting the Community's energy

objectives.



- 78 -
7.3 .EURATOM

In'71985 the Commission continued its lending activities _;ﬁrough
_Euratom to finance investment in the industrial -production of

nuciear—genérated electricity and industrial fuel—cyéle.1nétallations.

VIt paid out five loans ~totalling 211 million ECU for inveStment

projects undertaken by the following four enterpriseé:

1. Société Luxembourgeoise de Centrales Nucléairesw(SCN)
7 (for the Miilheim-Kédrlich project)
2. Kernkraftﬁerke Liﬁpe-Emsland (KKW)
~(for the Lingen project)
3. Ente Nazionale per 1'Energia Eiettrica (ENEL)
(for the Altd Lazio‘;roject - two ldans)
4. Electricité de France
(for the Flamanville project)

All these major projects are being co-financed by Euratom and the EIB;
the EIB, in its capacity as Euratom agent, signed these loan contracts

jointly with the Commission.

Between the inception of Euratom lending activities and 31 December

1985, the Commission paid out loans totalling 1 974 million ECU.

VAsrélready indicated, the ceiling of 2 000 million ECU, which had been
practically exhausted towards the end of the year, was raised to 3 000
million ECU in December 1985.

E

7.4 European Coal and'Sfeel Community (ECSC)

The total amount of loans paid out by the ECSC in 1985 was 22.47%
- higher than in 1984, amounting to.l 010.6 million ECU (825.5 million
~ ECU Ju 1984). rThis‘ figure reflects an increase in both 'induStrial

loans under Article 54 and in-conversion loans under Article 56.

| 87
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,VIndpstrial loans rose from 541.3 million ECU to 629.9 million ECU in
- 1985, an increase of‘16.41.rﬁqans to the steel industry in particular
lncrgased,consideyably; from 268.5 million ECU to 424.6 millioh ECU.
This,ambunt was dividéd between 24 loans in three Member States (11
Zr loané-in the Federal Republic of Germany, 5 in France ‘and 8 in Italy).

By contrast, - no loans were paid ‘out -in 1985 for financing coal

production.

Loans -~ for financing investment projects designed to promote
consumption of Community coal were down (30.0 million ECU in 1985
compared with 45.9 million ECU in 1984).

The financing of thermal power stations was down slightly compared
with the previous year. Twc icans totalling 60.8 million ECU were paid
out in 1985. '

Lastly, under the second paragraph of Article 54, the ECSC provided a
loan of 114.5 millio ECU for the Carajas iron ore project in Brazil,
which had already received a loan of 138.9 million ECU in 1984.

Conversion loans rose sharply, by 46.8%, from 247.5 million ECU to
363.4 million ECU. A total of 73 loans were paid out: 8 direct 1loans
totalling 58.3 million ECU and 65 global loans totalling 305.1 million
ECU. Global loans thus accouhted for 84% of the total amount of

conversion loans.

In 1985 the ECSC paid out a t,tal of 17.3 million ECU to finance
low-cost housing for employees in the coal and steel industries: 6.9
million ECU was granted from own funds at an interest rate of 17 a

year and 10.4 million ECU from borrowings at the market interest rate. -

Thertotal amount is well down on the 36.7 million ECU paid out in
1984. This decline reflects the difficulties connected with the -
transition from the 9th to the 10th ECSC programme in this field. Somg
2 150 low-cost dwellings were financed in ihis way in 1983, bringing
the number of such dwellings financed by the ECSC since 1954 to more

Cthan 189 000,

887"
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: 7.5.interest subsidies

Only two interest—subsidy ﬁechanisms'fprrlehdipg,within'the‘Commﬁnity
wéré ﬁsed in 1985: 7 ' 7 B

- ECSC subsidies (on ECSC loans)j ,
-'subsidieéirelated to the special aid for the Italian and Greek areas

stricken byrearthquakes in November 1980 and February/March 1981.

The ECSC 1nterésf subsidies granted:by the Commission on ECSC loans in |
1985 were reserVedrfor'one convefsion'project finahced”under'Article,
56 of the Treaty and for investment projects designed to 1increase
cdnsumption ofVCommunityfcdal financed under paragraph 2 of Aftiéle 54

of the Treaty.

The following table summarizes the subsidy amounts paid out in71985:

ECSC interest subsidies paid out in 1985

(in miilion ECU)

B DK D F IRL I L NL U-K TOTAL

Article 54 - - 3,39 0,20 - - - - . - 3,59
Article 56 - - 38,16 2,72 - 4,72 - - 29,26 74,86
TOTAL - - - 4,72 - - 29,26 78,45

41,55 2,92

— e e v am e e e — — —— o— — — — —_ t—— G- — — — —— ———— — —— — — —

case of Italy and 81/1013/EEC of 14 December 1981 for Greece. They are
paid annually on the loan interest dates, in non-discounted fdrm, a
rate of;3% per'énnum being épplied,to,the capital still outstanding;

the loans and subsidies have a maximum 1ife of twelve years.
Tables 17 and 18 inrthé‘annexrliét all the loans signed by the end of

thé'l985'finanqialryear; with  the amountrof'each'1nterestrsubsidy paid °
in 1985, ' ' '

- Eg{) ol f
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;In'1985 the three subsidized loans for reconstruction in the areas of
Campania and Basilicata in Italy totalled 44.2 million ECU, of which

14.1 million ECU was granted under the NCI and 30. 2 million ECU from :

the EIB's own resources.

The one NCI loan helped to finance the reconstruction of the railway
network; the two EIB loans were for the development of industrial

estates and the Naples-Bari motorway.

By the end of 1985, the loans signed for Itally totalled 902.8 million
ECU ou of the 1 000 million ECU authorized. The entire 80 million ECU

authorized for Greece had been taken up by a single operation signed
in 1982. o '

Of the total of 982, 2 million ECU in loans signed (70% of which was

from NCI resources):

- 56% was for economic - infrastructure (roads, railways, telephones,

'eléctricity, water supply, industrial estates);
- 40% was for social infrastructure (housing, schools and public
buildings); '

~ 47 was for the rehabilitation of the means of production.

As é result of the loans signed since 1981, interest subsidies worth
28.4 million ECU were paid out in 1985. '
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- 8. Lénding'outside the Community
8.1 Geheral |

‘The EIB has been graﬁting'loaﬁé outside the Community since 1963 for

projeCts contribuing to the economic’ and social development of the
countries concerned. The loans are granted from the EIB's own

resources, from those of thé EDF and from the general budget of the

VCommunities;

In 1985 it granted loans in 27 African, Caribbean and Pacific States

V(ACP) under: the second Lomé Convention and in three Overseas Countries

and Territdriesa Since the first Lomé Convention came into,forée, the
EIB'hasrgranted—loans in 60 of the 64 ACP countries. In the countries
iﬁ' the Mediterranean region, Vit has provided 1loans to Spain and
Portugal under :the pre—accession financial co-operation arréngements

and in five countries under agreements concluded between them and the

‘Community.

In 1985 EIB loans from own resources amounted to 584.3 million ECU and
to 75.9 million ECU from Community resources, making a total of 660.2
million ECU. Of the total amount of loans granted from the EIB's own

“resources, 416.5 million ECU went to Mediterranean countries (260

million ECU to Spain and Portugal) and 167.8 million ECU went to the
African, Caribbean and Pacific States (and the Overseas Countries and

Territories) pursuant to the second Lomé Convention.

Operatipns in the ACP States and the Overseas Countries and
Territories  from EDF resources amounted to 67.2 million 'ECU in

risk-capital financing, which means that the whole of the amount

provided for under the second Lémé;Convenﬁion (191 million ECU)'has :

been committed; In -the Mediterranean region, “loans froﬁ'rbudgétary o

fésoufées’amounted to'8.7,million'ECU.,

81
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8.2 Loans to Mediterranean countries

'Financing from the EIB's own resources - in the Mediterranean region
totalled 416 5 million ECU, with loans amounting to 260 million ECU in
Spain and Portugal, 102 million ECU 1in the Maghreb countries, 28
million ECU in Syria and 26.5 million ECU in Cyprus.

All in all, the EIB's loans to those countries helped to finance
1nvestnent'projects1costing 2 200 million ECU (1 370 million ECU in
Spain and Portugal) and to create some 4 000 jobs.

8.2.1 Loans to Spain and Portugal

_The EIB granted loans worth 1 275 million ECU to these two countries
in the years preceding their accession to the Community. That amount
corresponds to the amount of the aid ceilings provided for in the

various agreements conclnded with Spain and Portugal.

In Portugal, loans amounting to 725 million ECU have been granted
since 1975 by way of wurgent aid and under the three pre—acession

financial co-operation agreements.

In Spain, a total of 550 million ECU has been granted since 1981 under

the three pre-accession financial co-operation agreements.

Taking the two countfies together, the 1loans granted' went to
infrastructure projects, mainly in the communications field (519
million ECU), for improving links with the Community and for opening-
up certain internal regions, torthe reinforcement of the indutrial
structure. and the modernization of the prbductive' system: (468.9
million ECU; 'mainlyr in the form of global loans) and “to energ§
equipment projects fof developing domestic energy productionfand'for

‘diversifying imports (287.1 million ECU).

Table 714' in - the ,ennex ,summarizes the loanz granted to. Spain - and

. Portugal prior to accession.

" ! :
U B
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In ~198$ the loans granted to Spain and Portugal amounted to 160

million ECU and 100 r-1lion ECU respectively, thereby exhausting the

amounts provided for runder the renewed, pre—accession financial

co-operation agreements running from July 1984 to the end of 1985 (250 -

million ECU for Spain and 150 million ECU for Portugal).

Almost 20% of the loans went to small and mediumsized firms in
industry and tourism, more than half to road, rail and port
infrastructure projects and a little less than 30% to the development

of domestic energy resources and to the diversification of supply.

Of the six loans granted to Spain totalling 160 million ECU in 1985,

four were for infrastructure projects (100 million ECU). They were

used as follows :

= to improve road communications through 1mprovements to sections of
five major higways near Barcelona, Cordoba, Burgos, Valladolid and
Murcia (47 million ECU); 7

- to improve rail communicetions on the line linking Madrid, Barcelona
and the French frontier (30 million ECU);

- = to improve sea communications through the construction of a quay for

- bulk goods and ancillary facilities at the port of Cadiz and sea
walls and dock improvements in the port of Tenerife (13 million
ECU); :

- in addition, a global 1loan will enable 1local authorities 1in
less-favoured regions to improve their infrastructures, particulariy

roads and water supplies.

A total of 17 small and medium-sized projects were granted loans

totalling 27.2 million ECU from ongoing global loans.

A loan of 40 million ECU went to a hydro-electric coﬁplex, comprising

three dams and two power stations, 60 kilometres to the south west of

Valencia, which will help to exploit the country's energy resources.

Finally, a. global loan agreement worth- 20 million ECU was concluded

~~with = the - Banco . de Credito' Industrial ~for investment :pYOJeCtS,

oarticularly involving nodernizetion, carried out by small ‘and

'medium-qized firmq."
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Out' of .ongoing global loans, 111 allocations totalling 50.1 million

ECU were made to small and medium—sized firms.

The total of the 100 million ECU lent du Portugal included two loans
~of 20 million ECU each for improvements to road 1links : the

coﬁstruction of a 38 kilometre section of the Lisbon-Oporto mortoway
| ahd further work on the road crossing the north of the country and

linkingrthe port of Aveiro and Coimbra to Villar Formoso.

A loan of 30 million ECU was granted for the addition of a fourth unit

to the coal-fired power station under construction at Sines to the

south of Lisbon. ' {

Finally, two global loans or 15 million ECU each were earmarked for
small and medium-sized firms and for small and medium-sized projects

for making energy savings and for protecting the environment.

Out of ongoing global loans 90 allocations totalling 25.4 million ECU
were made to small and medium-sized firms in 1985 fdr the purpose of

reinforcing Porugal's industrial structure.
8.2.2 Loans to other Mediterranean countries

The total of such loans amounted in 1985 to 165.2 mnillion ECU,

including 156.5 million ECU from the EIB's own resources.

The loans were granted, pursuant torthé financial protocols signed in
1983, to .the three maghreb countries (107 million ECU, Syria and
Cyprus.

Almost 64% of these loans went to infrastructure projects (105.2 
million ECU), almost 20% to projects in agriculture and fisheries (32
millionr ECU) - and the remainder go energy equipment projects. (28
million ECU).

04
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In Algeria, two loans totalling 75 million ECU contributed to the
improvement of 133 kilometres of roads between Jijel, on the coast,
and Constantine, located in a relatively innacéessible inland area
(the project being designed to promote the economic development ofrthe
north—-east 6f the country) and to the enlargement and equipping of Ehe
' gdods port of Bejaia to the eaét of Algiers.

In Tunisia, five loans totalling 23.5 million ECU (including five on
special terms from budgetary  resources) were granted through the
National Agricultutalrbevelopment Bank. Two loans were intended to
reinforce the fishing fleet through the purchasg of ten trawlers. Two
global 1loans will finance small and medium-sized ventures in
agriculture and agro—industries. A third will be used for investment

projects undertaken by agr1cu1tura1 cooperatives.

A total of 137 allocations amounting in all to 6.4 million ECU were

made from ongoing global loanms.

In Morocco, a global loan of 8.5 million ECU was granted to the Caisse
National de Credit Agricole for farm investments designed to increase

self-sufficiency in basic foodstuffs and to modernize production.

A total of -19.2 million ECU was allocated from an ongolng global loan
to four agro-industrial projects and to some 82 500 very small farm

investment projects.

A total of 30.2 million ECU (including 3.7 million ECU on special
terms from budgetary resources) was granted to Cyprus pursuant to the
second financial protocol for the construction of the Kouris dam and
the. installation of pipes for improving the supply of water to the

main towns.

In Syria, a loan of 28 million ECU will .be used to increase the
capaéity of the Mehardeh thermal power station in the north of the
country with a view to accommodating the rapid - growth in - the

electricity network in rural areas.

oovV/o-
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8.3 Loans to African, Caribbean and Pacific States and Overseas

Countries and Territories

Projects were financed in 27 countries (19 in Africa, five in the
Caribbean and three in the Pacific) and in three Overseas Countries
and Territories. The EIB granted 17 loans from its own resources;
assistance was also provided in 24 cases in the form of risk capital
from EDF resources. The funds provided totalled 235 million ECU, which
represents a marked increase. This increase was due largely to loans
from the EIB's own resources, which rose from 79.1 million ECU in 1984
to 167.8 million ECU in 1985. Assistance in the form of risk capital

ramounﬁed to 56.2 million ECU.

Since the entry into force of the Second Lomé Convention, the EIB has
comnitted 577.5 million ECU from its own resources, i.e. 82% of the
ceiling laid down (700 million ECU); almost all the amount earmarked
for risk capitél (291 million ECU) has been committed.

O0f the total amount of loans granted in 1985, industry accounted for
almost 51% (directly financed industrial projects 32.8%, global loans
17% and other assistance to development banks 1%), energy for 277,
telecommunicaticns for 12%, transport for 3.4%, water supplies for 3Y%

and studies of projects financed from risk capital for 4%.

The year was marked by an increase in new assistance for development
banks; 82 allocations were madc from ongoing global loans for a total
of 33.8 million ECU, with the average allocation amounting to some
410 000 ECU as in 1984, The relatively large share taken by operations
aimed ~at rehabilitation, renewal and start-up aid for existing
projects should also be emphasized. Thus, 29% of the total amount of
assistance given in the form of risk capital went to finance this type

of operations.

The total cost of the investment projects which the EIB helped to
finanze 1s estimated at 800 million ECU. The direct impact on
employment. of the projects financed may be assessed, on the bhasis of

the files submitted, at approximately 6 000 jobs.

96/...
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In Africa, operations totalled 159.3 million ECU: 110.2 million ECU in
- the form of loans from the EIB's own resources and 49.1 million ECU in
the form of risk-capital operations. 51 Z of the assistance given went -
to industry. It was used to finance an agro-industrial complex for
producing palm oil in the Ivory Coast, to construct an oil mill in the
Congd and a factory for processing tea plant leaves in Malawi, to
1mproVe-through a shareholder's loan - the operating conditions at a
gold mine in Burkina Faso and to modernize a textile mill 1in
Madagascar and an ore-processing plant in Sudan; it was also used to
improve various types of cultivation and for investment projects

carried out by small and medium-sized enterprises.

Energy accounted for some 25% of the assistance given: construction of
a reservoir dam on the Mape in Cameroun; improvements to the Morupule
power station wusing 1local coal in Botsvéna "and to the Roseires
hydro-electric complex in the Sudan; a shareholder's loan to the
capital of the new energy company for the constriction of a

hydro-electric power station in Equatorial Guinea.

A total of 24% of the assistance given went to infrastructure
projects, and in particular to telecommunications in Kenya and the
Congo and to water supply and electricity generation and distribution
.in Mauritania.

In the Caribbean, the assistance given totalled 38 million ECU: 29.5
million ECYU from the EIB's own resources and 8.4 million ECU in the

form of risk-capital operations.

Induétry received 20.3 million ECU, the bulk of which went to small

and medium-sized firms in Trinidad and Tobago, Guyana and Surinam.

A loan of 12 million ECU was granted in the eﬁergy sector in Trinidad
and Tobago for the distribution of electricity. A loan of 5.6 million

ECU was granted for port equipment in Barbédos.
B

37 X\
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In- the Pacific, the assistance given amounted to 24.1 million ECU: 8 1
million ECU in the form of risk—capital operations and 16 million ECU

in the form of loans from the EIB's own resouxues.

The assistance given to industry (22.1 million ECU) wentrlargely to
Eiji for the construction of a sawmill and for small and medium-sized

enterprises.

A total of three Overseas Countries and Territories -received 13.6
million ECU: 12 million ECU from the EIB's own resources and 1.5
million ECU in the form of risk-capital operations. All of these loans

went to the energy sector.

Table 15 in the annex provides a breakdown by origin of resources and
by sector of the EIB's operations in the ACP countries and in the

Overseas Countries and Territories in 1985.

58 X1
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(1) Doc. PE67134 of 5.3.1981; 0J C 287, 9.11.1981.
(2) Decision 77/270/Euratom: 0J L-88, 6.4.1977.
(3) Décisionr78/870/EEC: 0J L 298, 25.10.1978.
(4) Decision 82/169/EEC: 0J L 78, 24.3.1982.
(5) Decision 83/200/EEC: OJ L 112, 28.4.1983.
(6) Decision 81/19/EEC: 0J L 37, 10.2.1981.
(7) Decision 81/1013/EEC: 0J L 367, 23.12.1981.
(8) Doc. COM(84)691 final, 7.12.1984.
(9) 0J L 334, 12.12.1985.
(10) Doc. COM(85)250 final. ,
(11) Council Regulation (EEC) No 2088/85. 0J L 197, 27.7.1985.
(12) Doc. COM(85) 384 final.
(13) Doc. COM(85) 208 final, 4.06.1985.
(14) Doc. COM(85) 570 final, 17.10.1985.

(15) These “allocations” 4dre the “sub-loans" made by financial

intermediaries from NCI global loans.
(16) 0J L 169, 28.06.1984.

(17) See report on borrowing and lending activities in 1984, point

3.5.1.
(18) 0J No L 334, 12.12.1985, p. 23.
(19) 0J No C 121, 17.05.1985, p. 3.
(20) See European Economy no.24 (July 1985), p. 16.

(21) Permanent and temporary employment effects are calculated from

the information obtained when 1investment projects are being

appraised. It is important to stress that these are estimates

which simply give an order of magnitude as they are subject to a

margin of error.

(22) Decision 81/19/EEC, 0J No L 37, 10.2.1981.
(23) Decision 81/1013/EEC, 0J No L 367, 23.12.1981.

lt'/ccl

3 9 M

i



AN O e

s .

——



4
A



Table

Table

Table

Table

Table

Table

Table

" Table

Table

Table

Table

Table

Table

Table

SN

O 0 ~N O

11

12

13

14

15

16

17

18

19

N

LIST OF TABLES

Community borrowings in 1985

EIB borroﬁingsrin 1985

Borrowings by the European Communities
Breakdown of loans in the Community in 1985 by
instrument,rsector and country '
Trend inrlending operations in the Community,
by sector

NCI loans, 1979-85

ECSC 1loans paid out, 1976-85

EURATOM loans, 1977-85

Loans from EIB own resources in the Community,
1976-85

List of NCI loans in 1985

List of Euratom loans in 1985

ECSC loans by sector, 1980-1985

EIB loans outside the Community from borrowings,
1976-84

EIB financing in Spain and Portugal prior to

~accession

EIB operations in ACP States and OCT in 1985, by
type of resource and by sector

Interest subsidies paid out in the Community by the
various Community mechanisms, 1977-85

"Earthquake reconstruction” loans carrying interest
subsidies, 1981-85 : Italy '
"Earthquake reconstruction” loan carrying interest
subsidy, 1985 : Greece

Subsidized loans for reconstruction in
earthquake~stricken areas in 1985 by country,

instrument and sector

102



NS

COMMUNITY RORROWING IN 1985

N° o o Life Coupon  Currency " million

' TYPE ' ~and amount ECU

. ' (years) z (million) (1)
a) NCI

1 Private placing 15 7,875 HFL ~ 54,6 22,18
2 Public issue: v 5 11,125 UsD -~ 100 112,62
3 Public issue 12- 12,3 FF- 1000 149,15
4 "Private placing 12 8,5 HFL 7 30,47
5 + Private placing 10 6,375 SFR 17 9,24
6 Private placing 12 7,4 - DM 35 16,03

7 Private placing 10 9,25 ECU 50 50
8 Public issue 15 7,75 HFL 200 81,26
9 Private placing 12 7,25 DM 30 13,74
10 Private placing 10 6,25 SFR 75 40,76
11 Public issue 12 6,5 DM 150 68, 69
12 Public issue 7 10,25 BFR 4000 89,60
13 Public issue 10 8,875 LFR 1000 22,40
14 Public issue 15 5,5 SFR 100 54,34
15 Public issue : 8 8,875 ECU 100 100,00
TOTAL 860, 48

b) EURATOM

16 Private placing* . 11 7,5 Yen 5000 28,06
17 Private placing 5 7,73 DM 50 22,90
18 Private placing 5 7,73 DM 50 22,90
19 Public issue 12 10 ECU 50 50, 00
20 Private placing 6 7,9 DM 50 22,90
21 Private placing 15 9,0625 HFL 120 48,75
22 Private placing* 5 10,75 LFR 800 17,92
23 *  Private placing* 1 10,125 LFR 234 5,24
24 Private placing* 2 10,15 BFR 2000 44,80
25 Private placing* 4 10 LFR 400 8,96
26 Private placing* 4 10,125 LFR 600 13,44
27 Public issue*) 4 8,5 LFR 600 13, 44
28 Private placing - 11 9,75. BFR 2000 44,80

TOTAL ‘ 344,11

(1) The conversion rates used were those obtaining on_31 December 1985.
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TABLE 1 (continued)

N° , - Life Coupon Currency  million

- - TYPE . - and amount ECU -
: “(years) %o (million) . = - (1)
- - y 1 :
c) ECSC o N .

29 Private placing - 7 12,75 FF 1 . 0,15
30 Private placing 7 7,125 DM 94 43,04
31 Private placing” 10 10 ECU 25 25,00
32 " Private placing 8 7,375 DM 16 ' 7,33
33 Private placing 5 7,5 DM 10 4,58
34 Private placing 10 7,8 DM - 47 21,52
35 Private placing 1 12 FF 75 11,19
36 Private placing 1 11,875 FF 75 11,19

- 37 Private placing 12 7,97 DM 40 18,32
38 Private placing 5 7,75 DM 7,4 3,39
39 Private placing 5 7,72 DM 19 8,70
40 Private placing 5 7,4 YEN 5000 28,06
41 Private placing 1 6,98 DM 25 11,45
42 Public issue 12 12,2 . FF 800 119,32
43 Private placing 8 7,67 DM 14 6,41
44 Private placing 8 7,35 DM 50 22,90
45 Private placing 8 7,35 DM 50 22,90
46 Public issue 7 +11,25 FF 300 44,74
47 Private placing 10 7,48 DM 50 22,90
48 Private placing 1 5,5 FS 30 16,30
49 Private placing 8 7,39 DM 32 . 14,65
50 Private placing .15 7,43 DM 9,54 4,37
51 Private placing 1 6,1 DM 17,048 7,81
52 Private placing 5 7,0 DM 100 45,79
53 Private placing. 5 6,9 DM 10 4,58
54 Private placing 5 6,75 DM 76 34,80
55 - Private placing 10 7,25 DM 21,8 9,98
56 ' Private placing 10 9,625 ECU 9,7 9,70
57 Public issue 10 7 DM 230 105,32
58 Private placing 5 6,625 DM 20 9,16
59 Private placing 7 9,125 LFR 200 4,48
60 Private placing 8 6,5 DM 10 4,58
61 Private placing 5 10,95 UKL 8 13,00 -
62 Private placing 3 5 DM 30 13,74
63 Private placing 12 7 DM 40 18,32
64 Private placing 1 9,49 usn 100 112,62
65 Private placing 5 6,25 DM 12 . 5,50
66 Private placing 5 6,25 DM 12 5,50
67 Private placing 12 11,125 FF 300 44,74
68 Private placing 5 6,2 DM 30 13,74
69 Private placing 8 6,5 DM - 32 14,65
70 Public 1issue 10 8,625 ECU 100 100,00
71 Private placing 10 7 DM "32 14,65
72 Private placing 4 9 UsD 50 56,31
73 Public issue 12 6,875 DM 100 45,79
74 Private placing 5 6,6 DM 30 13,74
75 Private placing 5 6,75 DM 55 25,19
76 Private placing 5 6,75 DM 8 3,66
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,TABLE'lr(éontinued),

Life Coupon * - Currency - million  '

SN° :
T Y PE : — and amount .~ ECU
- (years) pA (million) - (L)
77 * Public issue 8 8,5 LFR 600 13,44
78 Private placing 15 7,3 DM 12 - 5,50
79  Private placing 8 7 DM 62 - 28,39
80 - Private placing 1. 5,05 ‘DM 25,54 11,70
TOTATL . 1264,79
TOTAL NCI + EURATOM 4+ ECSC ' 2469,35

PRI N

100
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_ TABLE 2

EIB BORROWINGS IN 1985
1. LONG-TERM AND MEDIUM-SIZED OPERATIONS
PUBLIC ISSUES

21 Life Coupon Subs- Amount million

' cription ECU

(years) % currency (million) €D
10 6,70 Yen 30.000 168,490
10 9,50 LFR 1.000 22,363
10 - 9,25 ECU , 200 200,000
-8 7,50 DM 300 134,423
10 11,00 UsSp 100 141,054
10 12,00 CAD 75 80,145
8 11,125 UKL 50 81,988
10 6,00 SFR’ 150 81,597
10 12,00 DKR 250 31,297
10 9,75 ECU 150 150,000
10 7,30 - Yen 30.000 164,642
8 12,25 LIT 150.000 104,985
10 12,00 UsDp 200 275,063
10 11,90 FF 1.000 146,388
12 7,375 DM 200 89,422
‘. 15 8,00 HFL 200 79,269
i 5. 10,00 USh 200 275,063
: 10 10,50 BFR 4.500 99,413
7 12,50 LIT 100.000 69,776
10 5,625 SFR 100 53,077
12 6,75 DM 200 88930
10 8,875 ECU 100 100,000
7 10,25 UsD 150 204,096
12 6,20 Yen 30.000 167,520
7 11,25 FF 500 74,058
5 13,50 LIT 100.000 66,906
10 11,50 IRL 15 20,951
12 11,70 FF 1.000 148,116
9 10,25 UsDh 200 242,066
10 7,25 HFL 200 80,189
10 6,875 DM 300 135,596
7 13,00 LIT 150.000 100,359
10 5,375 SFR 200 110,482
10 10,50 UKL 50 84,814
5 8,625 ECU 40 40,000
7 8,75 ECU 60 60,000
5 variable DM 125 56,498
4.229,036
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TABLE 2 (continued) 9'?

PRIVATE PLACING :

'Q;Number ~Life ' “Coupon - Subs- Amount  million
of ope-- . . . cription - ECU -
 rations (years) X currency ~(million) - 1)

5 10 7,23 - 8,05 M - 375 168,713
L1 1,00 WL 30 50, 888
12 10-15 - 7,125~ 8,50 HFL 666 264,843

3 812 10,50 - 11,75  FB 3,2 71, 048
L2 6-8 9,25 - 9.50 LFR 800 17,674

4 7-10 9,73 - 11,65 Usp - 93,642 122,075

3. - 5=-7 . 5,25 - 5,50 FS - 200 109,638
3 8-10 7,10 - 7,80 YEN 21,7 120, 616
5 5-10 8,75 - 9,795  ECy - 170 170,000
38 11.095, 495

2. SHORT-TERM OPERATIONS

. Commercial paper

Variable Uspb 374,0

3. THIRD-PARTY PARTICIPATIONS IN
THE FINANCING OF EIB LOANS

ECU 10,6 10,6

TUTAL 5.709, 131

f) The conversion rates used were those obt- 'ining on -the last worklng day of
the quarter before the contract was signed.
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TABLE 3

:1,:VBORBOHIHCS BY’THE EUROPEAR CGHHUNITIES

(amounts outstanding at end of each year‘ 1) (2)

(million ECU)

‘Total borr- ~ Total

YER ECSC - EIR ERAM NCI wimgsfor EEC
RNy : 3 ;(3) - strwctural - (4)
o : . purposes BT
1976 3.478 ° 4.TR2 - o= 820 161 9.371
1977 0 3.955 - 50401 .99 - 9.475.  1.500  10.975
1978 4.416 6.715 172 - 11.303 L.l - 12.664
1979 . 4675 8.%1 33 178 13.717 965 - 14.682
1980 5.406 0 10.606 - 502 491 17.003 1.016 ~ 18.019 -
1981 5.884 13.482 902 8% 21.162  1.062 . 22.224
1982 6.178 . 16.5/0 1.272 - 1.747 25.767 591 - 26.358
1983 6.539  20.749 1.680  3.269 32.237 4.610  36.847
1984 7.19 - 25.007 - 1.892 4,432 38.450.  4.932  43.3%2
1985 7.084 - 26.73% 2.013 4. 960 40.743 3.6  43.979

(1) The conversion rates used were those obtaining on 31 December.  of each year; as the

majority of borrowings are denominated in national currencies; the: difference between

. two year—ends reflects, on the one hand, changes in the valuation of the existing
stock and, on the other, the net volume of borrowings during the ‘year.

-(2) Original amount of borrowings, 'plus or minus repayments of the principal,
cancellations, annulments, and exchange rate adjustments S , '
3 ) For the years 1982-1985, including borrowings for reconstruction loans for the
“earthquake~stricken areas in Italy and Greece. ’
(%) "Balance of payments” borrowings.
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o wme s ena s
1978 745,4  1.000,0  1.089,1 2. 834,J{
1979 753,1 1.055,8  L.577, 6;2,';'1:{,3 386,5
1980 L.%9,1 187,513 4480
1981 766,3 L.377,2  L.947,5 4.090,0
1982 L.e3,2 1.802,3  1.%05,0  5.39,4
1983 1.878,6  2.049,5  2.659,5  6.587,6 .
1984 2.700,00  2.132,4  2.358,9 . 7.200,3
1985 2.830,2 24131 250277746,0

') The  conversion  rates used were ' those ~obtaining on .
.31 December of the year in question in the case of ECSCVV'T, :
© loans and those obtaining on the last working day.l! of -the
: f_—"_quarter ‘before the contract was
,{V'EIB NCI and Euratom loans.r,




NCI LOANS, 1979-1985

(mi 11{on ECUN(1)
1979 1980 1981
COUNTRY “Infra- - Energy - Total Infra- Pnergy .- Total Infra- ~ Energy ~ Total
: : struct. : struct.’ : o struct.
BELGIIM - - - - - - - - -
DENMARK - - =7 18,1 18,1 - - -
FR ‘of GERMANY - - - - - - = -
GREECE ~ - - - - - - - -
FRANCE - - - - - - 40,3 - 50,3
* IRELAND 62,00 2,7 - 86,7 27,3 14 . 817 8,1 92 17,3
TIALY (3) 39,6 45,56 85,0 62,3 75,5 131,8 33,9 844 . 448,3
" LUXEMBOURG - - - -~ - - - - -
NETHERLANDS ~ - - - - - - -
UNTTED KINGDQM 259 19,4 1053 - - - 1,9 - 33,9
TOTAL 127,5% 149,50 277,00 89,60 - 108,00 197,60 446,20 93,60 539,80
% SECTOR 4,0 . 54,0 100 45,3 - S4,7 100 8,7 17,3 10
1982 1983 1984
COUNTRY Infra- - Energy productive Total = Infra~ -Energy Productive Total .- Infra-. Energy Productive Total
’ struct. ‘sector struct. sector struct sector
- BELGTWM - - - - - - - - - - - - -
DENHARK 48,6 414 - 9,0 - 83,2 9,9  93;1 - 97,9 3,9 134,56
‘FR of GERMANY - - - - - - - - - - - -
GREECE (2) 124,9 - - 12,9 0,3 35,0 - 85,3 18,00 350 163 69,3
RANT, - - - - 37,6 3.6 -~ 80,7 1055 18,2 43,8 - 32,5 . 38,3
TRELA'D 45,3 37,8 - 83,1 - 18,8 46,8 3,8 69,4 30,6 - 19,4 50,0
TTALY (3) 210,7 . 34,0 2048 449,5 338,2 37,7 89,5 - 6654 43,4 88,5 . %54 4973
LUXEMBOURG - - - - - - - - - - - -
NETHERLANDS - - - - - - - - - - - -
UNITED KINGDXM ~ - - - - - 32,0 6,1 1001 33,8 - 10,5 44,3
TOTAL 429,50 119,2  242,4 791,10 407,64 3154 - 476,8 11996 169,5  221,2 791,01 181,8
3 : $4,3 7 151 30,6 100 %0 26,3 39,7 10 14,3 18,7 . 67,0 100
1985
COUNTRY " Infra- Energy productive Total
struct. sector
BEIGTM - - - -
DEAMARK 31,0 - 37,5 - 68,5
FR of GERMANY - - - -
GREECE 17,6 - Lh 2,0
FRAKCE. 87,9 - 29,9 3578
IRZAD - - 7,9 27,9
SEALY (3) 73,3 - 35,90 34,1
UNERBIARS - - - -
SETERLANDS - - - -
UNITED KINZYM-. | 17,0 - 16,6 33,4
TOTAL 226,7 = 657,0. 883,7
: 25,7 - 74,3 10

(1) The conversion rates used wvere those obtaining on the last working day of the quarter before the

contract was signed. '
(2) Including “earthquake™ operations in 1982.
. (3) Including “earthquake” operaticns {in 1981, 1982, 1983, 1984 and 1985.
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TABLE 8

EURATOM LOANS, 1977-1985

- ENERGY SECTOR -

(million Ecu)(1l)

COUNTRY 1977 1978 1979 1980

BELGIUM - - 50,5 82,2
DENMARK - - - -
FR of GERMANY 77 34,4 - -
GREECE - - -
FRANCE 19,9 - 67,9 99,1
IRELAND - -
ITALY - 35,8 34 -
LUXEMBOURG - - - -
NETHERLANDS - - - -
UNITED KINGDOM - - - -

TOTAL 96,9 70,2 152,4 181,3

COUNTRY 1981 1982 1983 1984 1985

BELGIUM 225,2 72,9 32,5 95,1 -
DENMARK - - - - -
FR of GERMANY - - - - 68,7
GREECE - - - -
FRANCE 98,8 258,9 198,6 - 90,9 44,8
IRELAND C- - -

ITALY 33,6 30,0 89,0 - 97,5
LUXEMBOURG - - -

NETHERLANDS - - -
UNITED KINGDOM - - 46,3 - -

TOTAL 357,6 361,8 366,4 186,0 211,0

(1) the conversion rates used were those obtairing on the last working
day of the quarter before the contract was signed.
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TARLE 10

LIST OF NCI LOANS IN 1985

(Million ECL)

Denmark Greece France Ireland Italy United Total 4
! Kingdom
. Infrastructure ,
L. Waste~water dralnage and treatment
proiects : ltaly (Lombardy) 36,5
A40 Motorway : France 73,2
Tels:2=munications : France 14,6
-. Tele:azmunications : Greece 17,6
Eleczrification of rail network :
Denzark = A 8,7
B . 22,3
. Basi: infrastructures : Italy (Naples) 13,4
» Electriflcation of rail network :
United Kingdom - 17,0
3. Solar panels : Italy
. Mazzogiorno 4,4
. Cextre, North . 5,0
3. Rail network : ITALIE 14,1
~otal Iafrastructure 31,0 17,6 87,9 -~ 73,3 17,0 226,7 25,7
3. Energy - -
C. Industry ' .
3. Glotal loans SMEs - II.B 43,9
- 1I.C 40,0 ]
. Glotal loan SMEs (Centre, North) 24,5
. Global loan SMEs (Centre, North) ™. 38,4
. Glotsl loans SMEs Centre-Nord - IIY.B 42,0
- I11.C 40,1
Global loans SMEs Centre-Nord - III.B 42,0
- II1.C s 40,1
Glotal loans SMEs Centre-Nord - III1.A 21,9 i
: - III.B : 21,0
‘1%, GloEal loan SMEs- (outside assisted areas) 16,4
17. Glotal loan SMEs (Centre, North} . 7,0
13, Global loans SMEs - IV.A 25,0
. - IV.B 12,5 .
:19. Glotal loan SMEs to RDCs 102,5
i20. Global loans SMEs - III.A 73,2
L - I1I.B 10,4
Global loan SMEs (Centre, North) 10,5
. Global loan, craft firms (Centre, North) 13,4
Global loan SMEs . 4,4 .
. Afforastatlon, tourist and techrical .
facitlitles, Treland . . 27.9
Total industry 37,5 4,4 269,9 27,9 . 300,9 16,4 657,0 74,3
Tatal NCI loans . 68,5 22,0 357,8 27,9 374,1 33,4 883,7 100
¢ which @ NCI 1 - - - - - - -
1 NCI II - - - P - - -
+ NCI IIT 1 - 4.4 - 27,9 46,6 17,0 95,9 -
NCI 111 2 68,5 17,6 357,8 - 313,5 16, 773,8 -
NCI "Reconstruction” - - - 14,1 - 14,1 -




TABLE 11

(o6
LIST OF EURATOM LOANS IN 1985

Date Recipient Country million ECU
01.03.1985 SCN FR of Germany 45,8
15.03.1985 KKW LIPPE-EMS FR of Germany 22,9
22.03.1985 ENEL Ttaly 48,8
26.04.1985 ENEL Italy 48,7
20.12.1985 E.D.F. France 44,8

Total 211,0

-
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la 7 Table 12

ECSC LOANS BY SECTOR, 1980 - 1985

(million ECU)

Total Coal Steel Thermal Conver— Workers' Iromare  Other
Year  ECSC industry industry power st. sim houwsing mines
loans  (art5481) (art4§l) (art54§) (art. 56) (art. S4) (art%4§) (art%§)

190 1.080,7 23,2 424,0 90,0  266,1 7,9 - 9,6
1%l 387,6 30,6 223,6 26,6 86,0 14,7 - 6,1
192 740,6 25,3 139,8 40,9 162,8 18,0 7,8 51,0
L 13 78,1 257,2 22,2 128,4 139,5 20,2 - 10,6

1984 85,5 12,7  268,5 65,8  247,5 36,7  148,4 45,9

195 1010,6 - 424,6 60,8  363,4 17,3 114,5 30,0
1985 A
— % 22,4 - ¥58,1  -7,6 6,8  =52,9  -22,8  -34,6
1984

\

©
[
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TABLE 13

EIB LOANS OUTSIDE THE COMMUNITY FROM BORROWINGS, 1976-85

(million ECU) (1)

COUNTRY 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985

ACP States and OCT 52 67 91 73 124 158 122 90 79,1 167,8
: Northen 90 85 80 186 215 129 252 257 346,3 260,0
i Mediterranean
i Spain - - - - - 40 105 105 140 160
Portugal 90 60 35 46 70 79 80 85 80 100
Yugoslavia - 25 25 - - - 67 67 126,3 -
Greece - - 20 104 101 - - - - -
. Turkey - - - 36 44 10 - - - -
Maghreb - - - 50 25 52 - 36 63 102
'
Algeria - - - - 20 - - - - 75
Morocco - - - 26 - 30 - 36 54 8,5
\ Tunisia - - - 24 5 12 - - 9 18,5
Mashregq - - 3 109 7 15 28 44 112,3 28,0
, “Egypt - - - 65 - - 28 25 62,5 -
Jordan - - - 11 4 3 - 14 11,5 -
Lebanon - - 3 17 3 12 - 5 - -
Syria - - - 16 - - - - 38,3 28,0
Other - - - 3 - 42 8 - 20 26,5
Cyprus - - - - - 12 8 - - 26,5
Malta - - - 3 - - - - - -
Israel - - - - - 30 - - 20 -
é Total Mediterranean 90 85 83 348 247 228 288 337 541;6 416,5
TOTAL 142 152 174 421 in 386 410 427 620,7 584,3

(1) The conversion rates were those obtaining on the last working day of the quarter before
the contract was signed.
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Y e | 7
X TABLE 15
|
' EIB OPFRATIONS IN ACP STATES AND OCT IN 1985, BY TYPE OF RESOURCE AND BY SECTOR
(en Mio Ecus)
Loans from Risk capital . SECTORS
COUNTRY owmn operations Total ~ Industry Energy Infras—
resources Total (of which tructure
' assistance for
développet . bark)
110,2 49,1 159,3 81,6 (16,7 40,0 27,7
- 7,0 7,0 7,0 - - -
10,0 : 10,0 - - 10,0 -
22,0 22,0 - - 22,0 -
24,1 24,1 18,0 - - 6,1
2,0 2,0 22,0 -
2,0 22,0 22,0
- 2,7 2,7 2,7 2,n - -
- 2,0 2,0 - - 2,0 -
- 3,0 - 3,0 3,0 3,0 - ~
. 6,0 6,0 6,0 - - -
1,5 2,0 9,5 9,5 (6,0) - -
- 3,4 3,4 3,4 - - -
- 7,0 7,0 - - - 7,0 4
- 3,0 3,0 3,0 3,0 - -
- 0,04 0,06 0,04 - - - |
- 10,0 10,0 4,0 - 6,0 - :
- 2,0 2,0 2,0 2,0 - - |
- 0,5 0,5 0,5 - - - 1
0,5 0,5 0,5 - - - |
2,6 - 2,6 - - - 2,6 |
. 29,6 8,4 38,0 20,3 (20,0) 12,0 5,6
5,6 - 5,6 - - - 5,6
24,0 - 24,0 12,0 12,0) 12,0 -
- 4,0 4,0 4,0 (4,0) - -
- 0,1 0,1 0,1 - - -
- 4,2 4,2 4,2 (4,0) - -
16,0 8,1 %1 2,1 (4,0) 2,0 =
FLJI 16,0 6,0 22,0 22,0 4,0) - -
SALOMON ISLANDS 0,1 0,1 0,1 - - -
VANUATU 2,0 2,0 - - 2,0 -
TOTAL ACP 155,8 65,6 21,4 124,0 (40,7) 54,0 43,3
NETHERLANDS ANTTLLES 7,1 1,6 8,7 - - 8,7 -
MONTSERRAT 0,9 - 0,9 - - 0,9 -
POLYNESIA 4,0 - 4,0 - - 4,0 -
TOTAL OCT 12,0 1,6 13,6 - - 13,6 -
TOTAL 167,8 67,2 235,0 124,0 (40,7) 67,6 43,3




INTEREST SUBSIDIES PAID OUT IN THE COMMUNITY BY THE VARIOUS
COMMUNITY MECHANISMS, 1977-85

(million ECU)

Non-discounted systems (1) Discounted systems (2)
ECSC
YE AR "Earthquake
Article 54 Article 56 recon— EMS ERDF
(restruc- (conver- struction”
turing) sion)
1977 1,3 2,7 - - -
1978 9,8 16,5 - - -
1979 10, 4 8,0 - 200,0 12,1
1980 25,7 33,4 - 197,0 -
1981 7,6 6,3 - 193,2 -
1982 10,5 19,3 3,0 209,8 -
1983 4,0 7,1 14,4 200,0 -
1984 6,2 34,0 24,4 - -
1985 3,6 74,9 . 28,4 - -

(1) Interest subsidies spread over time and charged to the funds set

aside for this purpose in the annual budgets.

(2) Interest subsidies paid by the Commission after discounting to a

present value, and charged to the budget as a single sum in the
initial year.
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Loans signed

o 1985

';?[151;;~_1985
' sien f:Opefffv,
ra= -

f?tions

~Situation
at end of 1985f7

paid in

subsidies ;

ST

ECU

ber,

ECU

i million million Num— million X
- ECU

, uf.irlrlidp' e

~EcU

o By recipient country T

77:—- Italy R
- G;eece T T

858, b
80,0

925,691
12,702

90
9

L 938,4

36

,0 28,393

100,0?7"' [

- NCI
= EIB

By origin of resources lent :

677,3

~261,1 .

15

21

691,4
2:,91)4'

4 20,301
,'8?092/'a

9384

',36:

982,81

,0 28,393

ifo sectof df uSe':“

= Economic 1nfrastructure
-'Social infrastructure
J;ﬂ Reconstitution of means of
production :

507,0
3972
34,2

551,4
397,2
34,2

16,863
10,545
, 0,985

;,938,4:'

982,8

28,393

e

:70 :

5:‘ 7:





