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Introduction 

1. The time has come for the Community to 
define clearly an overall approach to Community 
regional policy for the coming years and to spec­
ify in detail the measures to be adopted within 
the framework of the policy. This entails certain 
changes to existing regional policy instruments: 
the Regional Policy Committee and the European 
Regional Development Fund (ERDF). 

The need to define regional policy is laid down 
in the Council Regulation of 18 March 1975 1 and 
has been stressed by the European Parliament in 
its Resolution on aspects of Community regional 
policy to be developed in the future, 2 by the Eco­
nomic and Social Committee 3 and by the social 
partners. 

In this context, the Commission proposes the de­
velopment of specific Community actions. As 
well as general support for the regional policies of 
the Member States-designed mainly to remedy 
existing regional problems-community actions 
will aim to help solve the new problems resulting 
from the economic and social situation the Com­
munity faces at the present time. 

2. The economic and social context within 
which Community regional policy falls has 
changed fundamentally since the early seventies, 
when the first measures of Community regional 
policy were conceived. New problems of adapta­
tion and redevelopment have been added to con­
tinuing regional inequalities. 4 

The first part of this paper is concerned with the 
analysis of this new economic and social context, 
since it is the decisive factor in determining the 
substance of Community regional policy. 

3. The aims of Community regional policy are 
dealt with in the second part of the paper. These 
aims reflect the major problems mentioned 
above: the reduction of continuing regional prob­
lems and the prevention of new regional prob­
lems arising from the change in the structure of 
the world economy or from policies initiated by 
the Community. 

4. The means the Community requires to meet 
these aims are the subject of the third part of the 
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paper. These include the development of new 
methods of analysing problems and preparing de­
cisions, changes in existing instruments and the 
creation of new ones. 

5. Finally, the Commission takes the view that 
Community regional policy should be compre­
hensive. This means that it must be conceived . 
and worked out with the whole territory of the 
Community in mind. Particular attention should 
be paid to a policy for regional aids as a way of 
ensuring the right" conditions for the proper work­
ing of the common market. Community regional 
policy should aim at giving a geographical dimen­
sion to all other Community policies from their 
inception. Through the coordination of Commu­
nity financial instruments, it should help achieve 
coherence between all structural measures. 

1 Regulation (EEC) No 724175 establishing a European Re­
gional Development Fund, OJ L 73 of 21.3.1975. 
2 OJ C 118 of 16.5.1977, Bull. EC4-1977, point 2.3.20. 
3 Bull. EC 3-1977, point 2.3.71. 
4 See also the First Annual Report of the ERDF, Supple­
ment 7176 - Bull. EC. 
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The economic and 
social background to 
Community regional policy 

6. Community decisions on regional policy 
adopted in 197 51 were essentially the reflection 
of two facts. First, the progressive establishment 
of the common market had not achieved the pos­
itive results expected in terms of a better distri­
bution of economic activity throughout Commu­
nity territory. On the contrary, the prosperity of 
the richer regions increased while regions with 
less-advanced economies encountered increasing 
difficulty in integrating themselves into the 
growing market. This was largely a consequence 
of the "Yay in which the EEC Treaty was con­
ceived and implemented, with the emphasis 
mainly on the abolition of barriers to trade. The 
sustained growth of the Community economy 
over this period clearly had positive results, even 
in the less-favoured regions, but it contributed 
equally to hiding the persistent imbalances which 
had existed before the establishment of the com­
mon market. 

In view of this, it seemed indispensable to give 
the Community the tools for its own regional 
policy, since the Community alone was able to 
assess the real extent of the problems and, by ad­
ding its effort to that of the Member States, to 
contribute to solving the most serious ones. 

7. These preoccupations remain valid. One can 
now state some years later that, despite increased 
efforts by the Member States and the Commun­
ity to speed up the development of the least fa­
voured regions, the situation has not changed 
fundamentally and imbalances between regions 
remain excessive. 

8. Economic and social trends in recent years 
have made the situation even more complicated 
and worrying. Since 1973 the effects of the eco­
nomic crisis and the increased cost of raw mate­
rials have led to a slower growth rate and less in­
clination to invest. 

In an economy whose growth rate has so de­
clined, the development of the weaker regions is 
seriously affected, and the persistence of regional 
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imbalances even threatens the proper functioning 
of the common market itself. Indeed, not only do 
the less-developed regions fail to integrate fully 
within the Community, but the problems to 
which they give rise become an increasingly 
heavy burden on national economies and thus 
increase the pressure on the public authorities 
concerned to refuse the constraints inherent in 
the mechanism of Community integration. It is 
moreover an illusion to hope for the convergence 
of Member States' economies so long as regional 
problems continue to weigh so heavily on certain 
economies. 

Furthermore, the new international division of la­
bour now gradually emerging is imposing major 
structural changes on the Community economy, 
so creating new sources of regional imbalance. 

9. In the light of this situation, Community re­
gional policy must become more ambitious than 
in the past. Even in a period of sustained growth, 
the assistance given to the least-favoured regions 
did not make a sufficient contribution to the re­
duction of regional differences. As well as an in­
creased effort to improve the working of the 
common market, a comprehensive policy of 
structural change is necessary. This should help 
both the regions that were insufficiently devel­
oped even before the creation of the common 
market and regions either experiencing or vulner­
able to the difficulties of restructuring and rede­
velopment. 

10. It follows from this situation that Commu­
nity regional policy must be strengthened and its 
field of application expanded. This is not only de­
sirable: it is now one of the conditions of conti­
nuing European economic integration. 

1 Council Regulation (EEC) No 724/75 of 18 March 1975 
establishing a European Regional Development Fund· Coun­
cil Regulation (EEC) No 725175 of 18 March 1975 'on the 
transfer to the European Regional Development Fund of 150 
mil~ion u.a. ol:'t of the appropriations held iQ reserve by the 
GUidance Sectton of the European Agricultural Guidance and 
Guarantee Fund; Council Decision 751185/EEC of 18 March 
1975 setting up a Regional Policy Committee· Council Deci­
sion 751186/EEC of 18 March 1975 to apply Regulation 
(EEC) No 724/75 establishing a European Regional Develop­
ment Fund to the French Overseas Departments: OJ L 73 of 
21.3.1975. 
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Aims 

11. Community regional policy has two main 
aims; firstly to reduce existing regional problems 
which appear both in regions traditionally less de­
veloped and iri those involved in a process of in­
dustrial or agricultural reconversion; secondly to 
prevent new regional imbalances arising from the 
change in world economic structures or from 
measures adopted by the Community within the 
framework of its own policies. The achievement 
of these aims implies a close cooperation between 
the Community and each Member State and the 
realization of a variety of tasks. 

12. The tasks involve firstly the permanent 
analysis and assessment of trends in regional 
economies throughout the whole Community 
territory, principally, though not only, in the field 
of employment, to assess the range and nature of 
the regional imbalances affecting the integration 
process at Community level. Secondly they re­
quire that Community policies and financial in­
struments, structural and other, are used in a co­
herent and convergent way, if their consequences 
may, at one time or another, have a regional im­
pact. Thirdly there must be coordination of the 
regional policies of Member States, both mutually 
and in relation to Community aims. Fourthly 
and finally, there is the question of a policy on 
financial assistance (Regional Fund); on the one 
hand, this takes the form of support for national 
regional policies, and on the other it must be a 
catalyst in working out and applying specific de­
velopment and reconversion measures at Com­
munity level. 

13. These aims and their achievement fall with­
in the framework of an active employment pol­
icy. In the present economic situation of the 
Community, the creation of new jobs in regions 
where structural unemployment is greatest must 
be a priority task. On the basis of studies of re­
gional employment balances and the regional de­
velopment programme, the Community should 
make for each region quantified forecasts of em­
ployment for a set period, taking particular ac­
count of the employment situation in agriculture. 

Since the adjustments required for the balanced 
development of economic activities in the Com-

S. 2/77 

munity cannot be achieved by large scale migra­
tory movements, optimum allocation of the fac­
tors of production within the Community must 
be achieved by creating new jobs in regions of 
structural under-employment and alternative jobs 
in regions affected by the need to renew and con­
vert their economic structures. 

14. Its comprehensive approach now places 
Community regional policy in the perspective of 
Community land use planning. In implementing 
the policy, the Commission will, particularly by 
means of the regional development programmes, 
make an effort to promote a rational use of space, 
a balanced distribution of activities over the 
whole Community territory and effective protec­
tion of the environment and living conditions: as 
~arly as November 1973, the Community ac­
knowledged that balanced economic development 
throughout the whole Community was incon­
ceivable without an effective campaign against 
pollution and nuisances. 

1 European Community action programmes on the environ-. 
ment of 22 November 1973 and 17 May 1977: OJ C 112 of 
20.12.1973 and OJ C 139 of 13.6.1977 respectively. 
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Means of action 

Establishing a comprehensive system 
of analysis and policy formulation 

15. A comprehensive approach to regional pol­
icy involves strengthening the system of analysis 
and assessment of the regional economies of the 
Community as a whole and of their respective 
development. 

This analysis should include all regions and be as 
exhaustive as possible. Indeed, a detailed know­
ledge of the development of all regions, including 
the relatively propsperous regions which supply a 
large part of the resources required, will assist in 
diagnosing and remedying regional problems. 

16. With this intention, the tasks to be under­
taken are: 
- to analyse regional trends and, in particular, 
to consider how regional disparities have devel­
oped; 
- to pinpoint regions facing or likely to face 
problems of Community size; 
- to work out a joint method for assessing the 
results of national and Community regional pol­
icies; 
- to provide the statistical and methodological 
basis needed to assess the regional effects of 
Community policies. 

17. A special effort to improve statistics beyond 
what is currently available is needed in this re­
spect, both by Member States and by the Com­
munity. This statistical tool includes a number of 
key regional indicators to be worked out on a 
Community basis, such as activity rates, employ­
ment by sector, unemployment, employment 
shortfall forecasts, net migration, GOP and in­
come per head of population and per employed 
person, fiscal capacity and effort, and data on the 
level of provision and needs for infrastructure. 
The forecasting of regional employment balances 
is of special importance here to indicate those re­
gions needing Community help. The examina­
tion and assessment of the situation in each re­
gion should be undertaken within the framework 
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of a comprehensive analysis of the Community's 
economic situation and of the general economic 
policy measures which it requires. 

18. On the basis of this work as a whole, the 
Commission will present to the Council a draft 
report on the social and economic development 
of the regions of the Community every two 
years, starting in 1979. This report is intended to 
indicate the principal regional problems at the 
Community level, to assess the results achieved 
by the joint actions of the Member States and the 
Community against these problems and show the 
conditions for an effective coordination Qf the re­
gional policies of the Member States. These re­
gional problems being a Community responsibil­
ity, it is desirable that it should be discussed by 
the Council at regular intervals. 

The Council, after consulting the European Par­
liament and the Economic and Social Committee, 
would approve the report and fix the priority ob­
jectives of regional development to pursue at 
Community level and, following from that, 
guidelines for national and Community regional 
policies. 

19. The procedure for examining the report 
should follow that provided for in Article 4 of the 
Council Decision of 18 February 1974 on the at­
tainment of a high degree of convergence of the 
economic policies of Member States of the EEC. 
To this end, the draft report will be accompanied 
by opinions of the Economic Policy and the Re­
gional Policy Committees so as to guarantee con­
sistency between economic and regional policy. 1 

20. This analytical and conceptual work should 
be extended to cover also the effectiveness of the 
means and instruments used so as to build up a 
coherent system for assessing results. This is a 
complicated problem which can only be solved by 
stages, and by taking account of the findings of 
studies undertaken and experience gained within 
the Community. 

To this end, the Regional Policy Committee will 
continue to study these problems concentrating 
on the effectiveness of disincentive measures, the 

1 Proposals for amendments to the decisions are attached in 
Annex I. 
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evaluation of direct regional aids and on prepar­
ing a method for assessing results. This work 
should be completed and available before the end 
of 1979 so that the Commission and the Council, 
when considering the two-yearly report on re­
gional trends in the Community, can establish 
guidelines for regional policy. 

Regional impact assessment 
of Community policies (RIA) 

21. The Commission believes it indispensable 
that from now on the spatial dimension be as­
sessed and taken into account in the formulation 
and implementation of the major Community 
policies. This will permit the framing of the pol­
icies with proper regard to their regional impact 
and, if need be, the adoption of any measures re­
quired to ensure that these policies take full ef­
fect and that any adverse regional effects are cor­
rected. 

22. To this end, the establishment of a compre­
hensive system of analysis and assessment of re­
gional economies should be supplemented by the 
systematic assessment of the regional conse­
quences of Community policies, whenever sig­
nificant new measures are contemplated. It 
should be noted that this overall approach entails 
the communication to the Commission of accu­
rate sectoral and regional statistical data. 

23. In preparing its proposals for the implemen­
tation of major Community policies, the Com­
mission will consider their regional implications. 

Among the regional implications, the Commis­
sion will give special consideration to the impact 
on employment, though not neglecting other fac­
tors characteristic of regional differences such as 
productivity, earned income and migration. 

24. This will establish a systematic link between 
Community policies and regional problems. The 
harmonious development of economic activity 
over the whole Community territory also requires 
the coordination of the various Community pol­
icies and financial instruments, and correspond­
ing coordination of the policies of Member States. 
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Coordination of national 
regional policies 

25. The two-yearly report on Community re­
gional development, and the aims and guidelines 
fixed by the Council, will form the basis for pe­
riodical comparison of regional problems in the 
different Member States and of national regional 
policies. 

26. This comparison, which is also the first 
stage of a coordination process, must cover na­
tional regional policies and take account of the 
various structural measures with a regional im­
pact, infrastructure projects with direct or indirect 
regional consequences and financial transfers be­
tween regions within a State. It must take ac­
count of such systems of regional aid as the 
Commission considers called for under Article 92 
of the EEC Treaty. This coordination, to be 
achieved gradually but with increasing conver­
gence, must in due course allow an improved re­
gional allocation of resources. 

27. In this connection, regional development 
programmes are a particularly important instru­
ment: 1 they should specify the requirements, 
aims and priorities of each region and the means 
necessary and available to achieve them. Their 
examination at Community level will make it 
possible to take into account the guidelines and 
priority aims set by the Council, after considering 
the two-yearly report, and the other Community 
policies. It is clear that coordination can be com­
pletely fruitful only to the extent that the guide­
lines and aims have themselves been laid down 
with some precision. In so far as these pro­
grammes concern frontier regions, coordinating 
infrastructure projects will be a priority task. 

Member States will specify the use of resources 
received from the Regional Fund, but it is at the 
level of these programmes that the complemen­
tary nature of Community action and that of the 
Member States will be ensured, thus guarantee­
ing a speeding up of the overall regional devel­
opment effort. 

1 Under Article 6 of the present ERDF Regulation, develop­
ment programmes for regions the Fund assists must be no­
tified to the Commission by the end of I 977. 
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28. Studies are at present in progress on the 
scope for coordinating disincentive measures. The 
Regional Policy Committee has been asked to re­
port on this subject to the Commission and the 
Council by the end of 1979. 

29. Such measures are already in force in some 
Member States. However, to be effective both at 
national and Community level, the limitation 
sought on economic concentration must be ac­
companied by expansion in the development 
and reconversion regions. This cannot happen so 
long as a firm prevented from investing in one 
Community region has no difficulty in investing 
in another similarly congested region of the 
Community where disincentive measures are not 
applied. 

30. Disincentive measures coordinated at Com­
munity level will, especially in a later period of 
rising investment, be able to make an effective 
contribution to a new distribution of human ac­
tivity throughout the Community in the perspec­
tive of European land use planning. 

31. Moreover, the Commission, under the pow­
ers it holds pursuant to Article 92 and those fol­
lowing of the EEC Treaty is at present reviewing 
the system for coordinating regional aids which it 
had established in 1975. In assessing these aids, 
the Commission will see that a balance is en­
sured between regional development considera­
tions and the need to maintain competition. In so 
doing, it will contribute to the harmonious devel­
opment of economic activities throughout the 
Community. 

The Regional Policy Committee 

32. The various measures presented in this 
Communication should, when applied, confirm 
and strengthen the role of the Regional Policy 
Committee. 

Consultation of the Committee on the draft two­
yearly report prepared by the Commission, before 
its presentation to the Council, under the proce­
dures mentioned above, will highlight one of the 
tasks conferred to it by its mandate, to study the 
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development of the economic and social situation 
in the different regions of the Community. 

33. The Regional Policy Committee will be in­
formed of the conclusions of the main reports an­
alysing the regional impact of Community poli­
cies: this will enable it to make a more detailed 
study of the implications of the geographical di­
mension of these policies. 

34. The conclusions to be drawn by the Com­
mittee from its examination of disincentive mea­
sures, of the evolution of direct regional aids and 
the development of a method for assessing re­
sults will contribute directly to the elaboration of 
measures to be adopted in these various fields. 

35. Lastly, the Commission shares the wish re­
corded by the European Parliament in its Reso­
lution of 21 April 1977 1 to see the regions con­
cerned and their representatives associated with 
the preparation of Community regional policy. 
They are already involved in its implementation 
at the level of the realization of investments. The 
Council Decision setting up the Regional Policy 
Committee 2 and its Rules of Procedure 3 also 
provides expressly for this possibility. 4 

Strengthening and diversifying 
the financial instruments 
of. Community regional policy 

The European Regional Development Fund 
(ERDF) 

36. By deploying the resources mentioned 
above, the Commission will be able to exert a 

1 OJ C 118 of 16.5.1977. 
2 OJ L 73 of 21.3.1975. 
J OJ L 320 of 11.12.1975. 
4 Article 5 of the Decision provides that 'the Committee 
may, in accordance with its rules of procedure, take cogni­
zance of the views of interested parties from the regions and 
from trade union and business organizations'. Article 5(2) of 
the Rules of Procedure states 'When items on the agenda are 
of concern to particular regions, the Committee, if members 
appointed by the Member State concerned think it useful to 
do so, may take evidence, either orally or in writing, from in­
stitutional representatives or from other interested parties 
from the regions concerned'. 
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substantial innuence on the development of the 
regions in the Community. Among these instru­
ments the ERDF has a special place. The prop­
osals of the Commission in this respect 1 show 
the Commission's desire to make this instrument 
of regional policy more efficient and more rele­
vant. In the View of the Commission, Fund as­
sistance should be available both to support the 
regional development measures of the Member 
States and for specific aCtions in order to take ac­
count of the regional effects of existing and fu­
ture Community policies. This dual role would 
involve dividing ERDF resources into two sec­
tions: a quota section-the larger one-to which 
national quotas would apply, would be intended 
to finance general support measures, and a non­
quota section to finance specific actions. 

37. Through its support of the regional develop­
ment measures of Member States, the ERDF is 
intended to ensure that resources are transferred 
to the Community's priority regions, in order to 
speed up their development and reconversion by 
helping to finance priority projects or groups of 
projects within regional development pro­
grammes. 

In the specific actions, the Community will be 
expressing its own responsibility for correcting re­
gional imbalances, These actions are primarily re­
gional policy measures intended to supplement or 
to strengthen the applicationn of other Commu­
nity policies, or to correct any adverse regional ef­
fects they may have. The geographical scope of 
these actions depends on the location of the in­
dustries at which Community policies are direct­
ed and the relative intensity of regional problems. 
Consequently there are no grounds for an a priori 
distribution between Member States of ERDF re­
sources available for this purpose. 

The problems 

38. These two types of action by the 
ERDF-general support and specific mea­
sures-are intended to cope with four types of re­
gional problems at present facing the Commun­
ity: 
- the under-development of a number of re­
gions, which, despite sustained efforts, still lag 
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well behind and which will require massive Com­
munity aid for a long time to come; 
- the industrial or agricultural changes, which 
have appeared in the last quarter of a century in 
numerous regions of the Community, require 
measures of development and reconversion to 
which the Community must contribute, but cer­
tainly for a shorter time and in a less intensive 
way; 
- the current or expected problems caused in 
some regions by the change in world economic 
structures or by existing or future Community 
policies and calling for a Community contribu­
tion each time the effects reach a certain scale; 
- the special problems of frontier regions. 

Location of the problems 

39. The first type of problem concerns the Mez­
zogiorno, Ireland, Northern Ireland, Greenland 
and the French Overseas Departments. Taken to­
gether, these regions have 26 million inhabitants 
and to date have received 55% of ERDF assist­
ance. These are the regions of the Community 
lagging furthest behind; geographically they are 
located on the Community's periphery, which is 
an additional obstacle to their integration. Com­
munity assistance is the more justified since, in 
some cases, the Member States concerned do not 
have the financial capacity to solve this problem 
from their own resources. 

The task of the Community is long term in this 
first category of region and consists mainly in ac­
celerating their development, to give the region 
an economic base, both in the form of infrastruc­
ture and of a productive system which will en­
able them to become more competitive and to in­
tegrate into the Community. Moreover, as the 
European Parliament has stressed,2 the Commu­
nity ought to be in a position to assist those re­
gions in the provision of social infrastructure, ed­
ucation and vocational training, in so far as these 
contribute directly to regional development, since 
the high cost and lack of immediate return is a 
heavy charge on the Member States concerned. 

1 Annex II. 
2 Resolution on aspects of the Community's regional policy 
to be developed in the future, OJ C 118 of 16.5.1977. 
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40. The second type of problem concerns re­
gions, which have experienced development and 
conversion problems for many years due to struc­
tural changes in both the industrial and agricul­
tural sectors, and where the problems, because of 
serious under-employment, are so substantial 
that they affect the proper functioning of the 
Community. In this case the Community con­
tribution is to support and intensify development 
efforts in agricultural regions and the adaptations 
needed in industrial regions, particularly by influ­
encing the flow of investment. 

These regions, and those described in the preced­
ing paragraph, correspond largely to the priority 
regions and areas eligible for Fund assistance un­
der the present regulation. 

41. The third type of problem is found in re­
gions. whose problems are intensified by the 
changes in world economic structures or by the 
implementation of certain. Community policies. 
The actual or foreseeable regional impact of these 
changes or policies can be assessed particularly by 
means of the RIAs. The Community must act in 
those regions-provided the Member State con­
cerned doe~ likewise-through Community re­
gional policy, either by supplementary measures 
to facilitate the application of these policies, or by 
measures to correct any adverse effects whenever 
the consequences are such as to affect the proper 
functioning of the Community. 

42. The fourth type of problem is located in 
Community frontier regions; they generally feel 
the effects of integration most acutely and so 
problems of development or conversion often 
anse. 

Types q{./inancial assistance 

43. The seriousness of under-development in 
regions facing the first type of problem requires 
prolonged financial assistance from the Commu­
nity. The resources available here would fall 
within the quota section of the ERDF. In each 
country concerned these regions should receive 
annually from this source, a contribution at least 
equal, in real value, to the contribution reserved 
for it in the previous year. 
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44. The same guarantee should apply to the re­
gions facing the second type of problem, it being 
understood that the situation of those regions 
will be the subject of periodical examination 
within the framework of the two-yearly report. 1 

If it should appear that the problems of one of 
these regions are no longer on such q. scale as to 
affect the proper functioning of the Community, 
and in particular that the region no longer has a 
grave shortage of employment, it will no longer 
receive a guarantee of ERDF assistance. It may, 
if the need arises, receive an ERDF contribution 
under its specific actions. 

45. ERDF assistance directly linked to the 
changes in world economic structures or to the 
application of certain existing or future Commu­
nity policies would come from the non-quota sec­
tion. An a priori distribution of the resources 
available between Member States is excluded as 
all regions of the Community may be affected by 
these problems. Indeed, the nature, location and 
size of this type of regional problem depends on 
the policy concerned, on the type of measure en­
visaged and on the general economic situation at 
the time the policy is applied. As Community 
policies gradually develop, these specific actions 
will become a more and more important part of 
all the ERDF's actions. 

46. As for the frontier regions, there is also no 
reason to provide for an a priori distribution of 
Fund resources since, in view of the nature of 
the problems, there are no grounds for such a 
system. Assistance from the Fund, therefore, 
would come from the non-quota section. 

Use qf the appropriate .financial instruments 

47. To ensure that it has the maximum impact, 
the ERDF will, however, have to concentrate its 
efforts on the most acute regional problems; to 
this end, priorities will have to be determined 
progressively at the level of each region in a pre­
cise way, following in particular the analysis and 
assessment of the social and economic situation 
of the regions. 

I Cf. point 18. 
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At the same time, the Fund should tailor the as­
sistance it provides to the nature and gravity of 
the problems to be solved. Thus Community as­
sistance for regional development purposes will 
take the form of grants, or loans and guarantees, 
or, if necessary, an appropriate combination of 
these. 

To this end, provision has been made for intro­
ducing within the ERDF a scheme for interest 
rebates on Community loans (EIB, ECSC, EEC). 
Moreover the Commission is examining the 
scope for helping solve the problems of risk cap­
ital firms face, using existing national regional 
development agencies as intermediaries. These 
new instruments will mainly concern small- and 
medium-sized enterprises. 

In addition, the rate of Community participation 
will vary, the highest rates being reserved for the 
regions lagging furthest behind. On-lent loans 
will be available in all the regions eligible for 
ERDF assistance but the interest rate rebate will 
vary with the type of problem to be solved. 

48. ERDF assistance is for both investment in 
infrastructure which can contribute to regional 
economic development and to improving the 
quality of life of the population concerned and in­
vestments which are directly productive, both in 
the manufacturing and service sectors. For the 
services sector, it is planned to calculate ERDF 
assistance on the basis not only of investment · 
expenditure but equally of jobs created. Eventu­
ally the right balance should be found between 
aid for infrastructure investment and aid for in­
vestment that creates jobs directly. 

In order to play an effective role in solving the 
different types of regional problem, the Commu­
nity will finance priority projects or groups of pro­
jects which contribute most to development or 
reconversion; these priorities will be set by region 
on the basis of regional development programmes 
and in the light of Community aims and rules. 

49. Two distinct categories of region correspond 
to the first two types of problem mentioned 
above. The third and fourth types of problem 
may occur outside these two categories of region, 
but in most cases will be located inside them. 
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Consequently, one and the same area may be 
faced with either an under-development or a re­
conversion problem, and on each of these may be 
superimposed problems arising from changes in 
the structure of the world economy, the applica­
tion of Community policies and the area's fron­
tier situation. To each of these problems there is 
a corresponding ERDF action-support or specif­
ic measures-which by their combined effects 
will help to solve the different types of problems 
facing the area. Therefore, certain regions or ar­
eas of the Community will qualify for ERDF as­
sistance from both the quota and the non-quota 
sections. In such cases the principles governing 
coordination of regional aids must be complied 
with. 

50. The basis for using the resources of the 
non-quota section of the ERDF will be the grav­
ity, scale and urgency of the regional problems 
which threaten to appear or worsen, as the struc­
ture of the world economy changes or Commu­
nity policies are applied. The use of all ERDF re­
sources-quota and non-quota sections-must be 
directed towards the harmonious development of 
economic activities in the Community. 

Because of their financial implications, these 
proposals could give rise to a consultation be­
tween the European Parliament and the Council 
with the assistance of the Commission, following 
the procedure provided for in the 'Joint Declar­
ation' of these three ·institutions of 4 March 
1975. 1 

Use of loans 

5 I. The scale and diversity of the regional prob­
lems facing the Community and the Member 
States will require considerable financial resources 
for several years. In view of the Community's 
budgetary limitations, a substantial increase in re­
sources for Community regional policy, one in 
proportion to its objectives, seems unlikely. 

52. As part of its work on the employment of 
loans to finance investment, the Commission will 
soon submit its views on the possibilities of using 

1 OJ C 89 of 22.4.1975; Bull. EC 2-1975, point 2501. 
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these .resources for regional policy, such as it ts 
defined in the present document. 

Information 

53. The regional information campaign, already 
undertaken within the framework of Commission 
information policy and concerning in particular 
the ERDF, is aimed principally at the general 
public; it will be continued. 

54. In addition, the outcome of Community re­
gional studies will be publicized more systemat­
ically. Moreover, regional studies jointly financed 
by the Commission and Member States can pro­
vide technical assistance for the regions. In par­
ticular they are relevant to the preparation of re­
gional development programmes and the coordi­
nated use of the financial instruments of the 
Community and the Member States. 

55. For the benefit of potential investors and 
those responsible for regional development, the 
Commission will prepare a publication setting 
out, according to an agreed outline, the aid sys­
tems and other benefits available in the different 
member countries. The Commission will spell 
out the priorities and the instruments of Com­
munity regional policy. This publication will be 
brought up to date periodically. 
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Outlook 

56. Community regional policy is a permanent 
task. Therefore it is a process of change, which 
implies continual redefinition of its aims and 
stages, both in the Member States and at Com­
munity level. The guidelines elaborated in this 
communication should govern activity in the 
coming years. 

These governing principles concern a wide range 
of regional problems which in different ways af­
fect the whole of the Community's territory. 
Their main purpose is to reduce existing regional 
inequalities and to anticipate the emergence of 
new problems linked to the changing structure of 
the Community's economy. 

57. The changes forecast within the Commun­
ity call for the introduction of a development 
strategy which will introduce into all Community 
policies the spatial dimension of the problems to 
be solved. Regional policy will contribute in this 
way to ensuring consistency of policies and mea­
sures across the whole range of Community 
economic activity. 

To carry out its responsibilities with respect to 
the past and the future, the Community must 
equip itself with adequate tools of analysis and 
assessment and means of action which are suited 
to the nature and extent of the regional problems 
to be solved. These responsibilities will lead to a 
strengthening of regional policies in each Member 
State, greater coordination of these, and the de­
velopment of the Community's own activities. 

58. The size of this task requires a body able to 
identify regional problems in all their aspects and 
to indicate the guidelines for coordinated joint ac­
tion by the Member States and the Community. 
The Commission considers that a consultation 
between the institutions of the Community, the 
Member States, the social partners and the re­
gional and local representatives is necessary. It 
will make proposals on this at the moment of the 
Council's discussions on the basis of'the present 
document. 

59. The financial resources of Community re­
gional policy must therefore be coordinated so as 
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to support both national efforts and the Commu­
nity's own activity. This double requirement im­
plies the development of financial resources, in 
particular by a suitable policy on loans, and the 
specification in the budget of whether resources 
are used as support for national efforts or for the 
Community's own measures. 

60. The Community will be confronted in the 
near future by the problems of enlargement. An 
overall examination of the situation must be 
made in order to assess the nature and extent of 
these problems. In this regional policy, among 
others, should be given its proper weight. 

Community regional policy as defined in this pa­
per should enable all the countries concerned to 
work out the solutions needed. In this respect, 
the drawing up of general guidelines for the 
Community in the field of regional policy is an 
essential step in preparing the Community of 
tomorrow. 
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ANNEX I 

Proposal for Council Decision 
amending Council Decisions 

- 74/120/EEC of 18 February 1974 

on the attainment of a high degree of convergence 
of the economic policies of the Member States 
of the European Economic Community and 

- 75/185/EEC of 18 March 1975 

setting up a Regional Policy Committee 
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Explanatory memorandum 

1. Under Article 2(2) of the Council Regulation of 18 March 
19751 establishing a European Regional Development Fund, 
the Commission is required to make in due time appropriate 
proposals for the Community's regional policy, at the moment 
of the re-examination of this Regulation to be made before I 
January 1978. These proposals are set out in 'Guidelines for 
Community regional policy' which the Commission submits 
to the Council. 

2. In these guidelines it is planned that the Commission 
submit to the Council a draft report on social and economic 
trends in the regions of the Community every two years, be­
ginning in 1979. After this the Council will, after receiving 
proposals from the Commission, set the priority objectives of 
regional development to pursue at Community level, and the 
resulting guidelines for national and Community region.al pol­
icies. 

3. This procedure should be inserted in that for the annual 
report en the economic situation in the Community provided 
for in the Council Decision of 18 February 1974 on the at­
tainment of a high degree of convergence of the economic 
policies of the Member States of the Community) This pro­
vides for the previous consultation of the European Parlia­
ment and ·the Economic and Social Committee. In addition, 
the draft of the two-yearly report prepared by the Commission 
should be accompanied by the opinion of the Regional Policy 
Committee which has been given, among other responsibili­
ties, that of examining problems relating to regional develop­
ment, the progress made or to be made towards them and re­
gional policy measures necessary to further the achievement 
of the Community's regional objectives. The aim of the pres­
ent proposal for a decision is to specify the procedure to fol­
low in this matter. 

1 Regulation (EEC) No 724175, OJ L 73 of 21.3.1975. 
2 Decision 74/120/EEC, OJ L63 of 5.3.1974. 
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Proposal for Council Decision amending 
Council Decisions: 

741 120IEEC of 18 February 1974 on the 
attainment of a high degree of convergence 
of the economic policies of the Member 
States of the European Economic Commu­
nity; and 

75 I 185 I EEC of 18 March 19 75 setting up 
a Regional Policy Committee 

The Council of rhe European Communiries, 

Having regard to the Treaty establishing the European Eco­
nomic Community, and in particular Article 145 thereof, 

Having regard to the proposal from the Commission, 

Having regard to the Opinion of the European Parliament, 

Having regard to the Opinion of the Economic and Social 
Committee, 

Whereas the Council, on a proposal from the Commission, 
should adopt every two years, on the basis of a biennial report 
on social and economic trends in the regions of the Commu­
nity, the guidelines to be followed by each Member State and 
by the Community in their regional policies; 

Whereas this procedure should be included in that already 
laid down in Council Decision 74/120/EEC of 18 February 
1974 on the attainment of a high degree of convergence of 
the economic policies of the Member States of the European 
Economic Community; 1 

Whereas the opinion of the Regional Policy Committee 
should be sought on the preliminary draft of the report pre­
pared by the Commission, 

Has decided as follows: 

Article 1 

There is hereby added after Article 4 of Decision 74/ 120/EEC 
the following Article 4a: l 

'Article 4a 

Once eve1y two years, srarring in /979 on the occasion qf the 
third examinarion rt:ferred lo in Article 4, rhe Council, on a 
proposal.fi'om the Commission and a.ffer consulting the European 

1 OJ L 63 of 5.3.1974. 
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Parliament and the Economic and Social Committee, shall ap­
prove a biennial report on the social and economic trends in the 
regions of the Community and shall adopt the guidelines to be 
followed by each Member State and by the Community in their 
regional policies for the following two years. ' 

Article 2 

There is hereby added to Article 2 of Decision 75/ 185/EEC I 
the following paragraph 3: 

'3. Eve1y two years, the Committee shall deliver an opinion on 
the preliminmy dra/i of the report on social and economic trends 
in the regions q{the Community, prepared by the Commission, 
which shall accompany the dra.li report submitted by the Com­
mission to the Council in accordance with the procedure in 
Council Decision 741120/EEC q{ 18 Februmy /974 on the at­
tainment of a high degree of convergence q{ the economic pol­
icies q{the Member States qf the European Economic Commu­
nity.' 

Brussels, 

• OJ L 73 or 21.3.1975. 
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For the Council, 
The President 
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ANNEX II 

Proposal for Council Regulation 
amending Regulation (EEC) No 724/75 
of 18 March 1975 
establishing a European Regional 
Development Fund 
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Explanatory memorandum 

1. The European Regional Development Fund was estab­
lished by Regulation (EEC) No 724/75 of the Council of 18 
March 1975.1 Article 18 of that Regulation provides for its re­
view by the Council, on a proposal from the Commission, be­
fore I January 1978. 

Accordingly, The Commission is submitting to the Council a 
proposal for amendments to the Fund Regulation which, on 
the basis of the experience gained in the last two years, are 
designed to enable this financial instrument to be adapted to 
the new requirements of the Community regional policy de­
fined in the 'Guidelines for Community regional policy' con­
tained in the Commission Communication to the Council. 

2. The main proposed amendments concern the differentia­
tion of the kinds of assistance provided by the Fund, the, 
rules governing this assistance and the procedural rules. They 
concern the following as they appear in the Regulation: 2 

- the definition of two main classes of measure eligible for 
Fund assistance, namely Community measures to support re­
gional policy measures adopted by the Member States, and 
specific Community regional development measures (Article 
2); 

- procedure for fixing the appropriations to the Fund (Arti­
cle 2); 

- the definition of types of infrastructure eligible for Fund 
assistance (Article 4); 

- the nexibility of rates of contribution from the Fund in re­
spect of infrastructure investment (Article 4); 

- the simplification of procedures for granting contributions 
from the Fund for small projects (Article 5); 

- the adaptation of procedures relating to regional develop­
ment programmes, annual information and statistical summa­
ries (Article 6); 

- accelerated payments from the Fund (Article 8); 

- the adoption of new rules concerning the timing of pay-
ments qualifying for Fund support (Article II); 

- the definition of the framework of new specific Commu­
nity regional development measures (Article 13); 

- new arrangements for financing studies (Article 13); 

- the detailed rules governing the principle of complemen-
tarity (Article 18). 

D~finition of the two main types 
of measure qualt/Ying for Fund support 
(Article 2) 

3. In accordance with the guidelines set out in the Commis­
sion's Communication to the Council, 3 the Fund will now 
provide support: 
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- firstly, for measures supporting regional policy measures 
adopted by the Member States. This section is subject to a 
distribution of appropriations on the basis of pre-established 
national quotas; 

- secondly, to assist specific regional development measures 
under a section not involving national quotas. 

This distinction is introduced by Article 2; the two classes of 
measure are covered by Titles Ir and III respectively of the 
Regulation. 

Procedure for .fixing the 
appropriations to the Fund 
(Article 2) 

4. The amount of the appropriations to the Fund for the pe­
riod 1975/77 is fixed by Article 2(1) at l 300 million EUA. 

From 1978 onwards, the normal budgetary procedure will ap­
ply to fixing of the appropriations to the Fund, i.e. that the 
annual appropriations for the Fund should be fixed each year 
when the general budget of the European Communities is 
adopted. 

In this connection, it should be recalled that in 1975 Parlia­
ment and the Council agreed that Fund expenditure after 
1977 would rank as non-obligatory. 

D~finition qf the nature 
of infrastructure eligible 
for Fund assistance 
(Article 4(1) (b)) 

5. Article 4(1) (b) of the Fund Regulation stipulates that only 
infrastructure investments directly linked with the develop­
ment of industrial, artisan or service activities qualify for 
Fund support. An interpretative declaration recorded in the 
minutes of the meeting of the Council of 18 March 1975 
adds, however, that, exceptionally, the Fund may also take 
part in the financing of infrastructure which constitutes a 
prerequisite for action to develop such activities. 

Experience gained during the first two years of operation of 
the Fund has shown, firstly, that the concepts of infrastruc­
ture 'directly linked' or 'constituting a prerequisite' were not 
always easy to define, involving possible differences of inter­
pretation between the Commission and the Member States, 
and, secondly, that the basic infrastructure equipment needs 
of the various regions of the Community were not compar­
able and varied widely from one region to another. 

1 OJ L 73 of 21.3.1975. 
2 Revised. 
1 Point 36 e/ seq. 
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6. Accordingly, the Commission is proposing, to enable 
the Fund's support to be tailored more closely to the varying 
needs of the regions, that more flexibility should be intro­
duced onto the definition of eligible infrastructure. For this 
purpose, it is suggested that the concept of infrastructure 'di­
rectly linked· to the development of productive activities 
should be replaced by that of infrastructure ·which contri­
butes to the development of the region in which it is located'. 

The regional development programmes can be referred to in 
order to assess, for each region, which are these types of in­
frastructure. 

Flexibility qf rates q{ contribution .fi'om 
the Fund in respect qf infrastructure investment 
(Article 4(2) (b)) 

7. Fund participation in the financing of infrastructure in­
vestment is fixed by Article 4(2) (b) of the Fund Regulation 
at 30% for projects costing less than 10 million EUA, and be­
tween 10 and 30% for projects costing more than 10 million 
EUA. 

8. These rates may be varied downwards but not exceeded. 
Thus it is difficult, under present arrangements, to make 
Community support measures really selective and ensure that 
they constitute proper incentives to infrastructure investment 
which is particularly necessary for the economic development 
of certain regions, and the execution of which is liable to be 
hampered or delayed by shortage of funds. 

9. Accordingly, the Commission is proposing that it shouJd 
be stipulated, in the Regulation, that the rate of Fund parti­
cipation in the financing of infrastructure projects of special 
relevance to the development of the region in which they are 
located may be as much as 50%. This facility would be con­
fined to Greenland, the French Overseas Departments, Ire­
land, the Mezzogiorno and Northern Ireland, these being the 
Community regions having the most serious structural diffi­
culties to contend with. 

Simplification qf the procedures 
for granting Fund assistance 
for small projects 
(Article 5(2)) 

10. The present arrangements stipulate that the contribu­
tions from the Fund must be approved by the Commission 
on the basis of a set of criteria enabling the Commission to 
assess the relevance of the projects to be financed to the de­
velopment of the region in which they are located, after the 
Fund Committee has been consulted. 
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Projects costing less than 10 million EUA arc covered by glo­
bal decisions and projects costing more than 10 million EUA 
are the subject of individual decisions. 

I I. Experience gained during the first two years of operation 
of the Fund has led to the following conclusions: 

- hardly any of the small projects, whether industrial or in­
frastructure projects, have raised any particular difficulties for 
the Fund Committee; 

- the 10 million EUA threshold above which projects may 
be the subject of detailed examination is too high for certain 
regions which do not have the potential to justify the location 
or the execution of very large investments; 

- the preparation of draft decisions to go to the Committee 
(488 decisions in two years concerning 2 728 projects) involves 
a heavy administrative burden which the Commission has 
had great difficulty in discharging. 

12. The Commission takes the view, in these circumstances, 
that there is a case for simplifying procedures for granting 
Fund assistance, which would facilitate the work of both the 
national departments and its own staff, while enabling at the 
same time the usefulness of the projects financed by the 
Fund to be assessed more accurately. 

For this purpose it is proposing: 

- that the threshold beyond which projects are examined 
and are the subject of a case-by-case decision should be 
lowered from 10 million EUA to 5 million EUA; 

- that only draft decisions relating to investments of more 
than 5 million EUA should go to the Fund Committee for 
an opinion; 

- that only follow-up information should go to the Fund 
Committee on decisions for assistance relating to investments 
of less than 5 million EUA. However, the Committee would 
still have to be consulted in respect of drafts proposing ne­
gative decisions, whenever the Member State concerned so re­
quested, and for any draft decision in respect of which the 
Commission feels that a Committee opinion would be useful. 

Using this procedure would have cut from 488 to about 200 
the number of draft decisions laid before the Fund Commit­
tee in 1975 and 1976. 

Adaptation q{ procedures relating 
to regional development programmes, 
annual if/formation, and statistical summaries 
(Article 6) 

13. The amendments to the Fund Regulation proposed by 
the Commission are designed to: 

(a) adapt the text of Article 6 to the fact that the Commission 
will normally dispose of the programmes by the end of 1977; 
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(b) enable the Commission to be informed, early in the year, 
of the priorities selected by the Member States in respect of 
the implementation of the programmes, and more specifically 
of their budgetary commitments. This is necessitated by the 
fact that the programmes generally concern periods varying 
between three and five years, and not all the Member States 
update the multi-year programmes annually. The annual in­
formation requirement is therefore retained, but its content is 
adapted to this specific updating function; 

(c) give the text concerning the statistical summaries a more 
specific content. · 

Acceleration qf Fund payments 
(Article 8(3)) 

14. An essential aspect of the effectiveness of the Fund's 
contribution to regional development is that its payments 
should be made promptly. The timing of payments depends, 
however, on that of the payment of the national aids which 
have been the basis of the calculation of the Fund's support, 
and these are disbursed only as and when each part of the 
work is completed. The emphasis which the Commission has 
on several occasions placed on the need to finance new pro­
jects is liable, in these circumstances, to slow down transfers 
to backward regions. 

15. The Commission is therefore proposing that, in certain 
circumstances, a scheme for advance payments should be in­
troduced which would ensure a regular and prompt flow of 
funds to the qualifying regions. 

Adoption of new rules concerning 
the date after which payments qualifying 
for Fund support must have been made 
(Article 11) 

16. The Fund Regulation stipulates that all payments after 
l January 1975 may be referred to for the purpose of Fund 
support. 

17. These arrangements mean that the Fund may provide 
support for relatively old projects, even projects which have 
been completed by that date. The Commission feels that while 
this facility could be justified when the Fund was starting up, 
at the time when the effective working of financial transfers to 
the backward regions had to be got under way, this is now no 
longer the case: the Fund can act as a genuine incentive for the 
creation of new investment and therefore new jobs only in so 
far as its assistance concerns projects for which the bulk of the 
work has still to be carried out at the time when the appli­
cation for assistance goes to the Commission. 

With a view to this objective, the Commission proposes that 
only payments made by Member States after the date of sub-
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mission of the application for assistance should be referred to 
for the purposes of Fund support, and concerning invest­
ments that have not been completed on that date. 

Definition qf the ,Famework qf 
new spec[{tc regional development measures 
(Article 12) 

18. The new specific Community regional development 
measures which the Fund will be supporting must enable the 
Community to provide the driving force to forestall the re­
gional imbalances liable to occur as a result of changes super­
vening in world economic structures or of measures taken by 
the Community under its policies. 

For this purpose, Article 13 gives a list, which is not exhaus­
tive, of the types of measure which the Community could 
undertake, these being mainly measures to back up or streng­
then other Community policies, or measures made necessary 
by changes in world economic structures. 

19. The procedures for the implementation of the specific 
measures would be adopted case by case by the Council, on 
the proposals from the Commission, Parliament having been 
consulted. 

New arrangements for financing studies 
(Artide 13) 

20. The Commission proposes to modify the ex1stmg ar­
rangements to permit it to take the initiative with studies that 
are in close relation with the operations of the Fund. It is 
foreseen that the Fund could finance up to 100% of these 
studies and that the Regional Policy Committee be consulted 
in each case. 

Arrangements for implementing 
the principle qf complementarity 
(Article 18) 

21. The eleventh recital of the Fund Regulation states that: 

'Whereas the Fund's assistance should not lead Member 
States to reduce their own regional development efforts but 
should complement these efforts'. 

22. The Commission has emphasized on several occasions 
the need for compliance with this principie, which is funda­
mental if the Fund's support is to make any real contribution 
to the solution of the problem of regional disparities. The 
principle can be applied in two ways: in the first place, the 
Community's aid can be added for each investment to the aid 
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granted by the national authorities; secondly, the financial re­
sources deriving from the Fund can be added globally to the 
Member States' expenditure on regional development, thus 
enabling them to speed up and increase their efforts in this 
field. 

23. The first possibility is left to the discretion of the Mem­
ber States. When they do not use it, the Commission takes 
the view that arrangements must be made to ensure super­
vision of the second; it proposes in this connection (Article 
18) that the Member States should show separately the 
amounts received from the Fund, in particular in the national 
budgets, and in those of the public agencies, and that they 
should 'submit to the Commission, at its request, all relevant 
information to be sufficient to establish that the Fund's re­
sources do in fact have a complementarity character. 
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Amendments to Regulation (EEC) No 724 I 75 
establishing a European Regional 

Development Fund 

The proposal for a Regulation amending Regulation (EEC) No 724175 establishing a European Regional Development 
Fund was published in OJ C 161 of 9.7.1977. To make for easier consultation, this Supplement sets out in a com­
parative table and in the order given in the new Commission proposal the text of the original Regulation as adopted 
by the Council on 18 March 1975 (OJ L 73 of 21.3.1975) and the revised text incorporating the amendments proposed 
by the Commission. In the former text (left-hand column), the passages that the Commission proposes be amended 
or deleted are bracketed. In the new text (right-hand column), the passages that the Commission proposes be amended 
or inserted are in italics. 

Former text 

Article 1 

[A European Regional Development Fund is hereby estab­
lished, hereinafter referred to as 'the Fund', intended to cor­
rect the principal regional imbalances within the Community 
resulting in particular from agricultural preponderance, indus­
trial change and structural under-employment.] 

Article 2 

l. [For the period 1975 to 1977, financial assistance from the 
Fund shall be granted to the applicant Member States, subject 
to the conditions set out in this Regulation and within the 
limits of the following appropriations: 

300 million u.a. in 1975, 
500 million u.a. in 1976, 
500 million u.a. in 1977. 

This total amount of 1 300 million u.a. shall be financed to 
the extent of 150 million u.a. by the appropriations not pres­
ently utilized from the European Agricultural Guidance and 
Guarantee Fund (Guidance Section). 
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New text 

amended as proposed by the Commission 

Title I 

PRELIMINARY PROVISIONS 

Article 1 

The European Regional Development Fund, hereinafter referred 
to as 'the Fund', is intended to correct the principal regional im­
balances within the Community. 

Article 2 

1. As from the budgetary year 1978, the allocation for the 
Fund shall be determined annually by the budget of the Euro­
pean Communities. 
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The resources of the Fund shall be distributed in accordance 
with the following table: 

Belgium 
Denmark 
France 
Ireland 
Italy 
Luxembourg 
Netherlands 
Federal Republic of Germany 
United Kingdom 

1.5% 
1.3% 

15.0% 
6.0% 

40.0% 
0.1% 
1.7% 
6.4% 

28.0% 

Further, a sum of six million u.a. shall be granted to Ireland, 
which shall be deducted from the share of other Member 
States with the exception of Italy.] 

[2. When re-examining the Regulation as provided for in Ar­
ticle 18, the Commission shaH in due course make the ap­
propriate proposals for the Community's regional policy and 
for aid from the Fund during the subsequent period.] 

[3.] The annual budget shall indicate for the relevant year 
under the Fund heading: 

(a) commitment appropriations; 

(b) payment appropriations. 

Save where otherwise provided for in special provisions laid 
down in this Regulation, the Financial Regulation applicable 
to the general budget of the CoP1munities shall apply to the 
management of the Fund. 

[cf. former paragraph I] 
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2. The annual budget shall indicate for the relevant year un­
der the Fund heading: 

(a) commitment appropriations; 

(b) payment appropriations. 

Save where otherwise provided for in special provisions laid 
down in this Regulation, .the Financial Regulation applicable 
to the general budget of the Communities shall apply to the 
management of the Fund. 

3. The .following may bejinanced iJy the Fund with a view to 
contributing to the realization of the OQjective referred to in Ar­
ticle 1: 

fa) Community action in support of regional po/i(y measures 
taken by the Member States. as provided .for in Title II qf this 
Regulation. 

The resources of the Fund intended .for .financing these activ­
ities shall be distributed in accordance with the following 
table: 

Belgium 
Denmark 
France 
Ireland 
Italy 
Luxembourg 
Netherlands 
Federal Republic of Germany 
United Kingdom 

1.5% 
1.3% 

15.0% 
6.0% 

40.0% 
0.1% 
U% 
6.4% 

28.0% 

There shall be allocated to Ireland a further sum calculated so 
as to ensure that it receives an extra 0.5%. which shall be de­
ducted from the shares allocated to the other Member States, 
with the exception of Italy. 

rb) Spec(jic Community regional development measures. as 
provided jar in Title Ill of this Regulation. 
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Article 3 

Regions and areas which may benefit from the Fund shall be 
limited to those aided areas established by Member States in 
applying their systems of regional aids and in which State aids 
are granted which qualify for Fund assistance. 

[When aid from the Fund is granted, priority shall be given 
to investments in national priority areas, taking account of 
the principles for the coordination at Community level of re­
gional aids.] 

Article 4 

1. The Fund may contribute to the financing of investments 
which individually exceed 50 000 [u.a.], and come under any 
of the following categories: 

(a) Investments in industrial, handicraft, or service activities 
which are economically sound and which benefit from State 
regional aids, provided that at least 10 new jobs are created 
or that existing jobs are maintained. In the latter case, the in­
vestments should fall within the framework of a conversion 
or restructuring plan to ensure [that the undertaking con­
cerned is competitive. Preference shall, however, be given to 
operations which both maintain existing jobs and create new 
jobs.] 
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The whole of the Fund's resources of.financing these measures 
shall be used having due regard to the relative intensity of re­
gional imbalances as shown by, in particular, the .following in­
dicators: 

- the trend of unemployment rates in the regions during the 
preceding .five years; 

- the proportion of the working population employed in agri­
culture; 

- the proportion of the working population employed in declin­
ing industrial sectors; 

- the migration balance of the regions during the preceding .five 
years; 

- the development and the level of the gross domestic product. 

Article 3 

I. Regions and areas which may benefit from the Fund shall 
be limited to those aided areas established by Member States 
in applying their systems of regional aids and in which State 
aids are 6ranted which qualify for Fund assistance. 

2. The Fund may give assistance as part of the measures re­
.ferred to in Article 2 (3) (b), to regions and areas other than 
those re.ferred to in paragraph 1, provided that the Member 
State concerned also gives assistance. 

Title II 

COMMUNITY ACTION IN SUPPORT OF 
REGIONAL POLICY MEASURES 
TAKEN BY THE MEMBER STATES 

Chapter I 

'FIELD OF ACTION' 

Article 4 

1. As part ql Community action in support of regional policy 
measures taken by the Member States, the Fund may contri­
bute to the . financing of investments which individually 
exceed 50 000 European units of account and come under any 
of the following categories: 

(a) Investments in industrial, handicraft, or service activities 
which are economically sound and which benefit from State 
regional aids, provided that at least 10 new jobs are created 
or that existing jobs are maintained. In the latter case, the in­
vestments should fall within the framewOlk of a conversion 
or restructuring plan to ensure that the undertaking con­
cerned is competitive, provided that at least 10 jobs are created 
or maintained. · 
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Service activities qualifying for assistance shall be those con­
cerned with tourism and those which have a choice of loca­
tion. Such activities should have a direct impact on the de­
velopment of the region and on the level of employment. 

(b) Investments in infrastructures directly linked with the 
development of activities covered by (a) above and totally or 
partially financed wholly or in part by public authorities or by 
any other agency responsible, on a similar basis as a public 
authority, for the creation of infrastructures. 

(c) Investments in infrastructures which are covered in Ar­
ticle 3 (2) of the Council Directive on mountain and hill farm­
ing and farming in certain less-favoured areas, provided that 
the less-favoured area in question corresponds to or is located 
within one of the regions or areas covered by Article 3 of this 
Regulation. 

2. The amount of the Fund's contribution shall be: 

(a) In respect of investments covered by paragraph I (a), 
20% of the investment cost without however exceeding 50% 
of the aid accorded to each investment by public authorities 
under a system of regional aids, such contributions being li­
mited moreover to that part of the investment which does not 
exceed 100 000 [u.a.] per job created and 50 000 [u.a.] per job 
maintained. 

The State aids to be taken into consideration in this connec­
tion shall be grants, interest rebates, or their equivalent where 
loans at reduced rates of interest are concerned, whether these 
aids are linked to the investment or to the number of jobs 
created. The aid equivalent will be calculated in accordance 
with an implementing Regulation referred to in Article 17. 
The aid granted in the form of rent rebates or exemptions 
from payments of rents [of factories] may also be taken into 
account, provided that this form of calculation can be applied. 

The contribution from the Fund thus defined may, pursuant 
to a prior decision of the Member State concerned commu­
nicated at the same time as the request for this contribution, 
either supplement aid granted to the relevant investment by 
public authorities or remain credited to those authorities and 
be considered as a partial repayment of such aid. 
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Service activities qualifying for assistance shall be those con­
cerned with tourism and those which have a choice of loca­
tion. Such activities should have a direct impact on the de­
velopment of the region and on the level of employment. 

For the purposes of this Article. a group ql investments which are 
related geographical~v and financially, and which together com­
ply with the criteria provided .for in this Article, may be con­
sidered as a single investment in the field qj' handicraji or tour­
ism. 

(b) Investments in infrastructures which contribute to the de­
velopment ql the region in which they are located. financed 
wholly or in part by public authorities or by any other agency 
responsible, on a similar basis as a public authority, for the 
creation of infrastructures. 

(c) Investments in infrastructures which are covered in Ar­
ticle 3 (2) of the Council Directive on mountain and hill farm­
ing and farming in certain less-favoured areas, provided that 
the less-favoured area in question corresponds to or is located 
within one of the regions or areas covered by Article 3 of this 
Regulation. 

2. The amount of the Fund's contribution shall be: 

(a) In respect of investments covered by paragraph l (a), 
20% of the investment cost without however exceeding 50% 
of the aid accorded to each investment by public authorities 
under a system of regional aids, such contributions being li­
mited moreover to that part of the investment which does not 
exceed 100 000 EVA per job created and 50 000 EUA per job 
maintained. 

In the case of services. by way ql derogation from the preceding 
subparagraph. the Fund's comribution may exceed 2096 qlthe 
investment cost. provided that the amount does not exceed in 
such a case 10 000 EVA per job created or maintained, or 
50% of the national atds. 

The State aids to be taken into consideration in this connec­
tion shall be grants, interest rebates, or their equivalent where 
loans at reduced rates of interest are concerned, whether these 
aids are linked to the investment or to the number of jobs 
created. These aids may include aids paid to undertakings in 
connection with the tran!ijer ql workers. 

The aid equivalent shall be calculated in accordance with an 
implementing Regulation referred to in Article 17. The aid 
granted in the form of rent rebates or exemptions from pay­
ments of rents of buildings, including plant may also be taken 
into account, provided that· this form of calculation can be ap­
plied. 

The contribution from the Fund thus defined may, pursuant 
to a prior decision of the Member State concerned commu­
nicated at the same time as the request for this contribution, 
either supplement aid granted to the relevant investment by 
public authorities or remain credited to those authorities and 
be considered as a partial repayment of such aid. 
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(b) In respect of investments covered by paragraph 1 (b) and 
(c), 30% of the expenditure incurred by public authorities 
when the investment is less than [10) million [u.a.) and from 
10 to 30% maximum for investments of [10] million [u.a.) or 
more, [the Fund's assistance being able to consist wholly or 
in part of a rebate of three percentage points on loans made 
by the European Investment Bank, pursuant to Article 130 (a) 
and (b) of the Treaty, in the regions and areas referred to in 
Article 3 of this Regulation. In this event, the aid from that 
Fund shall be paid to the bank in one instalment, the rebate 
being a capitalized sum expressed as a percentage of the in­
vestment.] 

Article 5 

1. The Fund's assistance shall be decided by the Commis­
sion, [in accordance with the procedure laid down in Arti­
cle 12,) according to the relative severity of the economic im­
balance of the region where the investment is made and the 
direct or indirect effect of the investment on employment. 
The Commission shall examine, in particular, the consistency 
of the investment with the range of actions undertaken by 
the relevant Member State in favour of the region concerned, 
as apparent from information supplied by Member States 
pursuant to Article 6 and taking special account of: 

(a) the investment's contribution to the economic develop­
ment of the region; 

(b) [its consistency with the Community's programmes or 
objectives;] 

(c) the situation of the economic sector concerned and the 
profitability of the investment; 

(d) whether the investment falls within a frontier area, that 
is to say, within adjacent regions of separate Member States; 

(e) other contributions made by Community institutions or 
by the European Investment Bank, either to the same invest­
ment or to other activities within the same region. Thus con­
tributions from the Fund will be coordinated with other Com­
munity contributions, in such a way as to favour a range of 
converging and coordinated actions within a given region and 
to guarantee in particular consistency between regional policy 
and structural policy for agriculture. 

2. [In respect of infrastructures costing 10 million u.a. 0r 
more, the Commission shall, before obtaining the Opinion of 
the Fund Committee referred to in Article 12, consult the 
Committee for Regional Policy.] 

30 

(b) In respect of investments covered by paragraph 1 (b), 
30% of the expenditure incurred by public authorities when 
the investment is less than 5 million EVA and from 10% to 
a maximum of 30% for investments of not less than 5 mil­
lion EVA. However, fOr projects which are of particular interest 
jor the development of the region in Greenland, in the French 
Overseas Departments, in Ireland, in the Mezzogiorno and in 
Northern Ireland, the maximum rate may be 50%. 

Chapter 2 

PROCEDURAL PROVISIONS 

Article 5 

1. The Fund's assistance shall be decided by the Commis­
sion according to the relative severity of the economic imbal­
ance of the region where the investment is made and the di­
rect or indirect effect of the investment on employment. The 
Commission shall examine, in particular, the consistency of 
the investment with the range of actions undertaken by the 
relevant Member State in favour of the region concerned, as 
apparent from information supplied by Member States pur­
suant to Article 6 and taking special account of: 

(a) the investment's contribution to the economic develop­
ment of the region; 

(b) the consistency ql the investment with the Community re­
gional policy guidelines and priority regional development objec­
tives deriving therefrom, and with any other Community mea­
sures; 

(c) the situation of the economic sector concerned and the 
profitability of the investment; 

(d) whether the investment falls within a frontier area, that 
is to say, within adjacent regions of separate Member States; 

(e) other contributions made by Community institutions or 
by the European Investment Bank, either to the same invest­
ment or to other activities within the same region. Thus con­
tributions from the Fund will be coordinated with other Com­
munity contributions, in such a way as to favour a range of 
converging and coordinated actions within a given region and 
to guarantee in particular consistency between regional policy 
and structural policy for agriculture. 

2Ja) in respect qf" investment projects costing more than 5 mil­
lion EVA, the Fund's assistance shall be the subject of a Com­
mission Decision under the procedure provided jor in Article 15; 
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Article 6 

1. Investments may benefit from the Fund's assistance only 
if they fall within the framework of a regional development 
programme, the implementation of which is [likely) to contri­
bute to the correction of the main regional imbalances within 
the Community which are likely to prejudice the attainment 
of economic and monetary union. 

2. [By way of derogation from paragraph 1 the annual infor­
mation referred to in paragraph 6 shall take the place of pro­
grammes, until such programmes have been prepared for re­
gions where they have not yet been established. A timetable 
will be set for the preparation of these programmes, such that 
all programmes will be available by the end of 1977.1 

3. Member States shall notify the Commission of regional 
development programmes and alterations thereto [as and 
when they are drawn up]. 

4. [The programmes shall indicate the objectives and the 
means for developing the region. For this purpose, one of the 
priority tasks of the Committee for Regional Policy shall be 
to study the technical methods for preparing these pro­
grammes, so as to provide, by 31 December 1975 at the latest, 
an outline of the information to be included in these pro­
grammes.) 

5. [The Committee for Regional Policy must be consulted 
about the programmes. The Commission shall examine them, 
having regard to the provisions of the Treaty and the deci­
sions adopted by Community institutions.) 
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(bJ .for investmenr prqjects costing less than 5 million EVA. the 
Commission shall if!/Orm the Fund Committee Q/ Decisions tak­
en. The procedure provided for in Article 15 shall. however. ap­
ply in the case qj:" . 
- draji negative decisions, where the Member State so re-
quests-; 

- all other drqfi decisions in respect Q/ which the Commission 
wishes to receive an Opinion .fi'om the Fund Committee. 

Article 6 

1. Investments may benefit from the Fund's assistance only 
if they fall within the framework of a regional development 
programme, the implementation of which is such as to con­
tribute to the correction of the main regional imbalances with­
in the Community which are likely to prejudice the proper 
working of the common market and the converging trend of the 
Member States' economies, with a view, in particular. to the at­
tainment of economic and monetary union. 

2. Regional development programmes shall be established ac­
cording to the joint outline prepared by the Regional Policy 
Committee. 1 

3. Member St1tes shall notify the Commission of regional 
development pwgrammes and alterations to programmes al­
ready notified. 

4. The Regional Policy Committee shall be consulted with re­
gard to the programmes. The Commission shall examine these 
progmmmes in the light qf'the guidelines, priorities and other 
Community measures referred to in Article 5 (})!b). It shall de­
termine priorities within this .fi'amework. 

5. Bejore 31 January each year, Member States shall bring the 
regional development programmes up to date by providing the 
Commission with all relevant in.formation for the current year not 
contained in the programmes on: 

!a) the .financial resources allocated to regional development 
under their programmes; 

!b) the priority measures on regional development which they 
intend to implement; 

(c) the use they intend to make of Community resources and. 
in particular, of resources ji'om the Fund, in implementing these 
priority measures. 

1 Outline for regional development programmes, OJ C 69 of 24.3.1976. 
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6. [Member States shall provide the Commission at the be­
ginning of each year, and initially before the beginning of the 
third month following the entry into force of this Regulation, 
with all useful information concerning: . 
(a) the development of the economic and social situation of 
the regions referred to in Article 3; 

(b) the resources which they have decided to allocate or 
which they proposed to allocate to the development of these 
regions; 

(c) the measures envisaged in respect of infrastructure and 
the creation of economic activity, together with an implemen­
tation schedule; 

(d) where applicable, the aid ceiling. They shall also provide 
annually, at the latest by 1 April, an overall statistical sum­
mary indicating by region the results achieved during the pre­
vious year as a result of action taken in each region. Those 
results to which the Fund has contributed shall be indicated 
separately.] 

Article 7 

l. Member States shall submit requests for assistance from 
the Fund to the Commission, and shall indicate any factors 
which wiil allow the Commission to assess the value of the 
investments proposed in the light of the [criteria laid down in 
Article 5.] 

2. In respect of the investments referred to in Article 4 (1) 
of an amount less than [IO] million [u.a.], Member States shall 

. present their global requests at the beginning of each quarter 
year. They shall group these requests by regions and shall 
separate investments referred to in Article 4 (1) (a) from in­
vestments in infrastructure. 

These requests shall indicate: 

(a) In respect of the investments referred to in Arti­
cle 4 (1) (a), the names of the undertakings concerned, the sec­
tor of their activity and the location of each investment, also 
its character (foundation, extension, conversion or restructur­
ing of the relevant concern), the total amount of investment 
involved, the predicted overall effect on employment (creation 
or maintenance), estimates regarding the implementation 
schedule, total aids granted for which a contribution from the 
Fund is requested and the schedule laid down for their pay­
ment; 

(b) In respect of investments in infrastructure, the location 
of each investment and its character, and [its direct link with 
the development of the activities referred to in Arti­
cle 4 (l)(a),] the predicted total costs and the costs borne by 
public authorities and the schedule laid down for their pay­
ment, the name of the responsible authorities, the total con­
tribution requested from the Fund, and estimates regarding 
the implementation schedule. 
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6. Before 1 April each year, Member States shall provide the 
Commission with an overall statistical summary indicating by re­
gion .for the previous year: 

!a) the results achieved in the region in terms of investment and 
employment; 

!b) the financial means employed; 

(c) the actual use of the resources of the Fund; 

!d) the total of investments carried out and of investment aids 
granted by the central and local authorities, broken down ac­
cording to the main junctions of the public authority. 

Article 7 

1. Member States shall submit requests for assistance from 
the Fund to the Commission, and shall indicate any factors 
which will allow the Commission to assess the value of the 
investments proposed in the light of the provisions laid down 
in Articles 5 and 6. 

2. In respect of the investments referred to in Article 4 (1) · 
of an amount less than 5 million EVA, Member States shall 
present their global requests at the beginning of each quarter 
year. They shall group these requests by regions and shall 
separate investments referred to in Article 4 (l}(a) from in­
vestments in infrastructure. 

These requests shall indicate: 

(a) In respect of the investments referred to in Arti­
cle 4 (l)(a), the names of the undertakings concerned, the sec­
tor of their activity and the location of each investment, also 
its character (foundation, extension, conversion or restructur­
ing of the relevant concern), the total amount of investment 
involved, the predicted overall effect on employment (creation 
or maintenance), estimates regarding the implementation 
schedule, total aids granted for which a contribution from the 
Fund is requested and the schedule laid down for their pay­
ment; 

(b) In respect of investments in infrastructure, the location 
of each investment and its character, and its contribution to the 
development of the region, the predicted total costs and the 
costs borne by public authorities and the ~hedule laid down 
for their payment, the name of the responsible authorities, the 
total contribution requested from the Fund, and estimates re­
garding the implementation schedule. 
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3. In respect of investments of [10] million [u.a.] or more, re­
quests shall be presented separately and shall include the fol­
lowing information: 

(a) In respect of the investments referred to in Arti­
cle 4 (1) (a) the name of the undertaking, the sector of activity, 
the nature of the investment, its location, the effect on em­
ployment, the implementation schedule, the grants, interest 
rebates or loans at reduced rates of interest and the schedule 
laid down for the payment of such aids, any other form of 
aid granted or provided for by public authorities and the fi­
nancing plan, indicating in particular any other Community 
aids requested or provided for. 

The Member State shall state in its request the total aid 
which in its opinion should be granted to the undertaking and 
the contribution it is seeking from the Community; 

(b) In request of investments in infrastructure, the respons­
ible authority, the nature of the investment, its location, [its 
direct link with the development of the activities referred to 
in Article 4 (1) (a),] its cost, its financing plan, its implemen­
tation schedule and the schedule laid down for payments. 

4. Aid from the Fund shall be determined by the Commis­
sion: 

(a) in the aggregate for each request referred to in para­
graph 2; 

(b) case by case, for requests covered by paragraph 3. 

5. Member States shall give priority to the presentation of 
requests for contributions towards investments of [10] million 
[u.a.] or more. 

Article 8 

1. The amount of the contribution from the Fund defined, 
where applicable, by calculating the aid equivalent pursuant to 
the implementing regulation referred to in Article 4 (2) (a), 
shall be paid pari passu with expenditure upon presentation by 
the Member State of quarterly statements certifying expen­
diture and the existence of detailed supporting documents, 
and containing the following information: 

(a) [In respect of investments included in the requests re­
ferred to in Article 7 (2): 

- with reference to the request for the Fund's contribution 
the total payments made, the location of the investment, the 
total payment requested from the Fund, the names of the un­
dertakings concerned or, in respect of infrastructure, of the re­
sponsible authorities;] 

(b) [In respect of investments appearing in the requests re­
ferred to in Article 7 (3): 
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3. In respect of investments of 5 million EVA or more, re­
quests shall be presented separately and shall include the fol­
lowing information: 

(a) In respect of the investments referred to in Arti­
cle 4 (1) (a) the name of the undertaking, the sector of activity, 
the nature of the investment, its location, the effect on em­
ployment, the implementation schedule, the grants, interest 
rebates or loans at reduced rates of interest and the schedule 
laid down for the payment of such aids, any other form of 
aid granted or provided for by public authorities and the fi­
nancing plan, indicating in particular any other Community 
aids requested or provided for. 

The Member State shall state in its request the total aid 
which in its opinion should be granted to the undertaking and 
the contribution it is seeking from the Community. 

(b) In respect of investments in infrastructure, the respons­
ible authority, the nature of the investment, its location, its 
contribution to the development of the region, its cost, its finan­
cing plan, its implementation schedule and the schedule laid 
down for payments. 

4. Aid from the Fund shall be determined by the Commis­
sion: 

(a) in the aggregate for each request referred to in para­
graph 2; 

(b) case by case, for requests covered by paragraph 3. 

5. Member States shall give priority to the presentation of 
requests for contributions towards investments of 5 million 
EVA or more. 

Article 8 

1. The amount of the contribution from the Fund defined, 
where applicable, by calculating the aid equivalent pursuant to 
the implementing regulation referred to in Article 4 (2) (a), 
shall be paid pari passu with expenditure upon presentation by 
the Member State of quarterly statements certifying expen­
diture and the existence of detailed supporting documents, 
and containing the following information: 

(a) For interim payment requests: 

- the name of the undertaking concerned, or jar infrastruc­
tures, the name of the responsible authority, 

- the location .of the investment, 

- total public expenditure incurred ~Iter the date referred to in 
Article I 1 and that part of the amount jar which payment is re­
quested, 

- the amount of payment requested jfom the Fund, 

- a .forecast of .future payment requests; 

(b) .for .final payment requests, all the information re.ferred to 
under (a) except the last indent, and 
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- with reference to the request for the Fund's contribution, 
the nature of the expenditure, the investment and its loca­
tion; 

- the authorizing officer, the date, the amount, and the re­
cipient of the payment; 

- the period of time which the payment covers, compared 
with: 

• the time-scale laid down for the implementation of the 
investment, 
• the phasing or instalments planned for the relevant in­
vestment; 

- the location, at the date of request for payment, of the de­
tailed supporting documents covering the expenditure.) 

2. [In cases where the request for payment is made after 
completion of the investment, the quarterly statement shall 
also certify that the investment has been carried out and con­
tain the following further information: 

(a) In respect of investments included in the requests re­
ferred to in Article 7 (2): 

- the amount actually invested and the nature of the ex­
penditure; 

- the date of completion and the number of jobs created or 
maintained; 

- all other information referred to in paragraph 1 (b). 

(b) In respect of investments appearing in the requests re­
ferred to in Article 7 (3): 

- the amount actually invested, the date of completion and 
the number of jobs created or maintained.) 

[3). In cases where expenditure provided for by the decisions 
referred to in Article 7 consists of aids granted in the form 
of interest rebates or loans at reduced rates of interest, the 
contribution of the Fund relating to these aids and which is 
still due when the investments are completed shall be settled 
in a single payment on presentation of the certificate covering 
completion of the investments. 

4. Member States shall designate the authority or the insti­
tution authorized to furnish the certification referred to in this 
Article. The Commission shall make payments to the Mem-
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- the amount actually invested and a description of the invest­
ments concerned, 

- the date of completion of the investment, 

- the number ofjobs created or maintained by the investments 
referred to in Article 4 (})(a), 

- the amounts of public expenditure. 

2. In cases where expenditure provided for by the decisions 
referred to in Article 7 consists of aids granted in the form 
of interest rebates or loans at reduced rates of interest, the 
contribution of the Fund relating to these aids and which is 
still due when the investments are completed shall be settled 
in a single payment on presentation of the certificate covering 
completion of the investments. 

3. Advance payments may be granted by the Commission to a 
Member State at the latter's request. They may not exceed one­
third of the total amount of the aid decision, and may concern 
only the expenditure provided for in the first two years following 
the beginning of the execution of each project for which an ad­
vance payment has been applied for. The balance of the aid 
from the Fund shall be paid as and when the payments are 
made by the Member State relating to that part of the Fund's 
assistance not covered by the advance payments. 

4. Member States shall designate the authority or the insti­
tution authorized to furnish the certification referred to in this 
Article. The Commission shall make payments to the Mem-
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ber State, to an agency designated by the Member State, for 
this purpose [or if necessary to the European Investment 
Bank.] 

Article 9 

1. When an investment which has been the subject of a 
contribution from the Fund has not been made as planned, 
or if the conditions of this Regulation are not fulfiJied, the 
contribution from the fund may be reduced or cancelled, if 
the Commission so decides after consulting the Fund Com­
mittee. 

Any sums which have been paid in error shall be repaid to 
the Community by the Member State concerned [or, where 
applicable, by the European Investment Bank,] within 12 
months following the date on which the relevant decision has 
been communicated. 

2. Member States shall make available to the Commission 
all information required for the effective operation of the 
Fund and shall take all steps to facilitate such supervision as 
the Commission may consider useful in managing the Fund, 
including on-the-spot checks. 

3. Notwithstanding verification carried out by Member 
States in accordance with national laws, regulations and ad­
ministrative provisions and without prejudice to the provi­
sions of Article 206 of the Treaty or to any inspection ar­
ranged on the basis of Article 209 (c) of the Treaty, at the re­
quest of the Commission and with the agreement of the 
Member State, the competent authorities of that Member 
State shall carry out on-the-spot checks or enquiries about 
operations financed by the Fund. Officials of the Commission 
may take part in these proceedings and the Commission may 
fix a time limit for carrying them out. 

4. The objective of these on-the-spot checks or enqumes 
about operations financed by the Fund shall be to verify: 

(a) the conformity of administrative practices with Commu­
nity rules; 

(b) the existence of supporting documentary evidence and its 
conformity with the operations financed by the Fund; 

(c) conditions unde~ which the operations financed by the 
Fund are executed and checked; 

(d) the conformity of projects implemented with the opera­
tions financed by the Fund. 

S. 2/77 

ber State, or an agency designated by the Member State for 
this purpose. 

Article 9 

1. Where an investment which has been the subject of a 
contribution from the Fund has not been made as planned, 
or if the conditions of this Regulation are not fulfilled, the 
contribution from the fund may be reduced or cancelled, if 
the Commission so decides after consulting the Fund Com­
mittee. 

Any sums which have been paid in error shall be repaid to 
the Community by the Member State concerned within 12 
months following the date on which the relevant decision has 
been communicated. 

Member States shall repay to the Commission the amount of the 
Fund's assistance that has been paid in relation to a national aid 
thai has been repaid by the investor. 

2. Member States shall make available to the Commission 
all information required for the effective operation of the 
Fund and shall take all steps to facilitate such supervision as 
the Commission may consider useful in managing the Fund, 
including on-the-spot checks. 

They shall not(fY to the Commission those cases referred to in 
the first subparagraph of paragraph 1. 

3. Notwithstanding verification carried out by Member 
States in accordance with national laws, regulations and ad­
ministrative provisions and without prejudice to the provi­
sions of Article 206 of the Treaty or to any inspection ar­
ranged on the basis of Article 209 (c) of the Treaty, at the re­
quest of the Commission and with the agreement of the 
Member State, the competent authorities of that Member 
State shall carry out on-the-spot checks Qr enquiries about 
operations finar-:ed by the Fund. Officials of the Commission 
may take part in these proceedings and the Commission may 
fix a time limit for carrying them out. 

4. The objective of these on-the-spot checks or enqumes 
about operations financed by the Fund shall be to verify: 

(a) the conformity of administrative practices with Commu-
nity rules; · 

(b) the existence of supporting documentary evidence and its 
conformity with the operations financed by the Fund; 

(c) conditions under which the operations financed by the 
Fund are executed and checked; 

(d) the conformity of projects implemented with the opera­
tions financed by the Fund. 
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5. The Commission may suspend payment of aid to a par­
ticular project if an inspection reveals either irregularities, or 
a substantial change in the character or conditions of the pro­
ject for which the Commission's approval has not been 
sought. 

6. If a project receiving aid from the Fund is not completed 
or is implemented in such a manner as no longer to justify 
payment of part of the aid from the Fund granted on behalf 
of that project, the outstanding part of the Fund's contribu­
tion shall be granted to another investment located in one of 
the eligible regions of the same Member State under the con­
ditions laid down in this Regulation. 

Article 14 

I. The investors concerned shall be informed by agreement 
with the Member States in question that part of the aid grant­
ed to them has been provided by the Community. For infra­
structure projects, the Member States, by agreement with the 
Commission, shall take all necessary steps to ensure that as­
sistance from the Fund is given suitable publicity. 

2. The list of projects which have received contributions 
from the Fund shall be published every six months in the Of­
ficial Journal of the European Communities. 

[Paragraph 2 of Article 19) 

[When deciding on the aid to be granted from the Fund,) the 
Commission shall take into consideration [expenditure in con­
nection with the investments referred to in Article 4, incurred 
or still to be incurred after the first day of January 1975.) 
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5. The Commission may suspend payment of aid to a par­
ticular project if any inspection reveals either irregularities, or 
a substantial change in the character or conditions of the pro­
ject for which the Commission's approval has not been 
sought. 

6. If a project receiving aid from the Fund is not completed 
or is implemented in such a manner as no longer to justify 
payment of part of the aid from the Fund granted on behalf 
of that project, the outstanding part of the Fund's .contribu­
tion shall be granted to another investment located in one of 
the eligible regions of the same Member State under the con­
ditions laid down in this Regulation. 

Article 10 

I. The investors concerned shall be informed by agreement 
with the Member States in question that part of the aid grant­
ed to them has been provided by the Community. For infra­
structure projects, the Member States, by agreement with the 
Commission, shall take all necessary steps to ensure that as­
sistance from the Fund is given suitable publicity. 

2. The list of projects which have received contributions 
from the Fund shall be published every six months in the Of­
ficial Journal of the European Communities. 

Article 11 

The Commission shall take into consideration for Ful'd assis­
tance payments made by Member States after the date un which 
the request for assistance is received by the Commission, con­
cerning investment.> that have not been completed by that date. 

Title III 

SPECIFIC COMMUNITY 
REGIONAL DEVELOPMENT MEASURES 

Article 12 

1. The Fund may participate in financing specific Community 
regional development measures which in whole or in part differ 
./fom the activities referred to in Title 11 and which concern in 
particular.' 

(a) measures related to other Community policies or comple­
mentary thereto, intended to reinforce or to complement the 
convergent efforts of Community policies to correct structural im­
balances in the regions, and particularly in the areas referred to 
in Council Directive 751268/EEC of 28 Apri/1975 on mountain 
and hill farming and farming in certain less-favoured areas;l 

1 OJ L 128 of 19.5.1975. 
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[Article 10] 

1. The Fund may [contribute part of its resources to finance 
studies which are closely related to the operations of the Fund 
and undertaken at the request of a Member State.] 

2. [The Fund's contribution may not exceed 50% of the cost 
of the study.] 

[Article 11] 

1. A Fund Committee (hereinafter referred to as 'the Com­
mittee') is hereby established. It shall be composed of repre­
sentatives of the Member States and chaired by a represen­
tative of the Commission. 
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(b) measures made necessary by the regional consequences of 
other Community policies; 

(c) measures designed to accelerate the creation of jobs in the 
Community's less-developed regions or in reconversion regions 
particularly by facilitating investors' access to the capital market 
and the location in these regions of investments originating out­
side them; 

(d) development measures to be undertaken in ji'ontier regions; 

(e) emergency measures intended to meet unforeseeable region­
al situations. 

2. Without prejudice to the responsibilities of the Commission 
with regard to State aids under Articles 92 to 94 of the Treaty, 
the Council. acting by qualified majority on a proposal from the 
Commission. having consulted the European Parliament, shall 
determine as necessary for each specific Community regional de­
velopment measure: 

(a) the nature of the investments to which the Fund may con­
tribute; 

(b) the areas and regions which the Fund may assist; 

(cj the national public aids taken into consideration in granting 
the Fund's assistance; 

(d) the contribution of the Fund; 

(e) the categories of beneficiaries .for Fund assistance; 

(/) the detailed rules for financing. 

Article 13 

1. The Fund may finance, in whole or in part, studies in close 
relation with the activities referred to in Article 2 (3). These stu­
dies shall be undertaken on the Commission's initiative or at the 
request of one or more Member States. 

2. The Fund's assistance shall be decided by the Commission 
according to the procedure provided for in A rtic/e 15 ajier con­
sultation with the Regional Policy Committee. 

Title IV 

GENERAL AND 
FINAL PROVISIONS 

Article 14 

1. A Fund Committee (hereinafter referred to as 'the Com­
mittee') is hereby established. It shall be composed of repre­
sentatives of the Member States and chaired by a represen­
tative of the Commission. 
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2. Within the Committee the votes of Member States shall 
be weighted in accordance with Article 148 (2) of the Treaty. 
The Chairman shall not vote. 

[Article 12) 

1. Where the procedure laid down in this Article is to be fol­
lowed, the Chairman shall refer the matter to the Committee 
either on his own initiative or at the request of the repre­
sentative of a Member State. 

2. The representative of the Commission shall submit drafts 
of the decisions to be taken. The Committee shall deliver its 
Opinion on the drafts within the time limit which the Chair­
man may fix according to the urgency of the questions under 
consideration. An Opinion shall be adopted by a majority of 
41 votes. 

3. The Commission shall adopt decisions which shall apply 
immediately. However, if these decisions are rtot in accor­
dance with the Opinion of the Committee, they shall forth­
with be communicated by the Commission to the Council. In 
that event the Commission shall defer application of the de­
cisions which it has adopted for not more than two months 
from the date of such communications. The Council, acting 
by qualified majority, may take· a different decision within 
two months. 

[Article 13) 

The Committee may consider any other question concerning 
the Fund's operations referred to it by its Chairman either on 
his own initiative or at the request of the representative. of a 
Member State. 

Article 17 

The necessary measures for the implementation of this Regu­
lation shall be adopted in accordance with the procedure laid 
down in Article [12). 
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2. Within the Committee the votes of Member States shall 
be weighted in accordance with Article 148 (2) of the Treaty. 
The Chairman shall not vote. 

Article 15 

1. Where the procedure laid down in this Article is to be fol­
lowed, the Chairman shall refer the matter to the Committee 
either on his own initiative or at the request of the repre­
sentative of a Member State. 

2. The representative of the Commission shall submit drafts 
of the decisions to be taken. The Committee shall deliver its 
Opinion on the drafts within the time limit which the Chair­
man may fix according to the urgency of the questions under 
consideration. An Opinion shall be adopted by a majority of 
41 votes. 

3. The Commission shall adopt decisions which shall apply 
immediately. However, if these decisions are not in accor­
dance with the Opinion of the Committee, they shall forth­
with be communicated by the Commission to the Council. In 
that event the Commission shall defer application of the de­
cisions which it has adopted for not more than two months 
from the date of such communications; The Council, acting 
by qualified majority, may take a different decision within 
two months. 

Article 16 

The Committee may consider any other question concerning 
the Fund's operations referred to it by its Chairman either on 
his own initiative or at the request of the representative of a 
Member State. 

Article 17 

The necessary measures for the implementation of this Regu­
lation shall be adopted in accordance with the procedure laid 
down in Article 15. 

Article 18 

1. Member States shall adopt all measures necessary to indi­
cate distinctly, according to the special characteristics of their 
relevant national systems, more particularly of their national 
budgets and of the budgets of public bodies, all moneys received 
from the Fund. 

2. At the request of the Commission, Member States shall pro­
vide information on the allocation of the amounts received from 
the Fund; this shall be sufficient to confirm the complementary 
character of the Fund. 
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[Article 15] 

The provisions of this Regulation shall not prejudice the ap­
plication of Articles 92 to 94 of the Treaty, particularly as re­
gards establishing and re-aligning the areas aided for regional 
purposes referred to in Article 3 and in respect of the amount 
of the contributions from the Fund [referred to in Arti­
cle 4 (2) (a)]. 

[Article 16] 

1. Before 1 July each year the Commission shall present a 
report to the European Parliament and to the Council on the 
implementation of this Regulation during the preceding year. 

[2.] This report shall also cover the financial management of 
the Fund and the conclusions drawn by the Commission 
from supervision of the Fund's operations. 

[Article 18] 

[On a proposal from the Commission, the Council shall re­
examine this Regulation before 1 January 1978.] 

[Article 19] 

This Regulation shall enter into force on the day following its 
publication in the Official Journal of the European Commu­
nities. 

This Regulation shall be biriding in its entirety and directly 
applicable in all Member States. 
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Artide 19 

Assisrance .fi'om the Fund shall not change the conditions of 
competition in a way incompatible with the principles contained 
in the relevant provisions of the Treary, spell out, in particular, 
in the principles coordinating the general regional aid schemes. 
In particular, the provisions of this Regulation shall not pre­
judice the application of Articles 92 to 94 of the Treaty, par­
ticularly as regards the establishment and re-alignment of re­
gional aid areas referred to in Article 3 and in respect of the 
amount of the contribution from the Fund. 

Article 20 

1. Before 1 July each year the Commission shall present a 
report to the European Parliament and to the Council on the 
implementation of this Regulation during the preceding year. 

This report shall also cover the financial management of the 
Fund and the conclusions drawn by the Commission from 
supervision of the Fund's operations. 

2. The Commission may accompany the report referred to in 
paragraph 1, as necessary, with proposals for amending this 
Regulation. 

Article 21 

This Regulation shall enter into force on the third day follow­
ing its publication in the Official Journal of the European 
Communities. 

This Regulation shall be binding in its entirety and directly 
applicable in all Member States. 
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ANNEX Ill 

Proposal for a Council Regulation 
establishing an interest rebate scheme 
within the European Regional Development Fund 
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Explanatory memorandum 

1. One aim of regional policy is to mobilize a larger volume 
of capital to assist less-developed regions or regions adversely 
affected by a decline in employment in certain industrial sec­
tors. 

2. Under new Article 12(b) and (c) of Regulation (EEC) No 
724/75,1 the Regional Fund may participate in specific Com­
munity regional development measures designed to accelerate 
the creation of jobs in the less-favoured regions of the Com­
munity by facilitating investors' access to the capital market, 
where such measures are made necessary by the regional con­
sequences of other Community policies. 

This Regulation satisfies this objective by creating a system 
of interest rebates for certain EIB and ECSC loans and, where 
appropriate, for other loans granted by the European Commu­
nities. 

The main obstacle to such financing is the high level of in­
terest rates. 

3. Experience in recent years has shown that the terms on 
which ECSC and EIB loans have been offered have been at­
tractive enough to provide real assistance for investors. Con­
sequently, not only has the effectiveness of these instruments 
been impaired, but the opportunity they afford of transferring 
capital to the countries whose regional development and con­
version problems are most acute has also been seriously res­
tricted. 

At present, only certain loans from the Europ~an Coal and 
Steel Community benefit from interest rebates financed by 
the Community. These interest rebates are limited by the 
ECSC budget resources set aside for this purpose; most of 
them are granted for conversion loans under Article 56- of the 
ECSC Treaty. This proposal will make it possible for interest 
rebates to be granted on EIB loans for development and con­
version schemes and for the resources available for rebates on 
ECSC loans to be increased. 

4. The Commission proposes that certain loans granted by 
the Commission and the EIB should be eligible for interest 
rebates. The corresponding investments should make it pos­
sible to create or maintain jobs, be located in regions to which 
the Regional Fund can grant assistance and for which region­
al development programmes have been forwarded to the 
Commission, and comply with the other conditions and cri­
teria laid down by the Fund Regulation. 

The proposed scheme would enable interest rebates to be 
granted on Commission and EIB loans designed, for example: 

- to accelerate the industrial development of the remaining 
predominantly agricultural regions in the Community; 
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- to contribute to the development of alternative activities in 
regions where an existing economic activity is declining as a 
result of the Community's commercial or industrial policy; 

- to facilitate the conversion of areas affected by a decline 
in employment in certain industrial sectors. 

Under the scheme, assistance would be granted to investors 
to whom a Community loan had been granted, where such 
assistance was justified either by the gravity of the economic 
problems or because the difficulties encountered stemmed 
from some other Community policy. 

5. Interest rebates will be granted by the Commission on the 
basis of regional priorities, account being taken of the criteria 
laid down in Article 5 of revised Regulation (EEC) No 
724/75.1 In the case of global loans, the Commission will fix 
the criteria to be observed by intermediary agencies when 
granting subsidiary loans. 

Proposal for Council Regulation (EECJ No 
... .... .. ... . . . of . . .. . . . . . ... . .. .... ... . . . establishing an 
interest rebate scheme within the European 
Regional Development Fund 

The Council of the European Communities, 

Having regard to the Treaty instituting the European Eco­
nomic Community, 

Having regard to Council Regulation (EEC) No 724175 of 18 
March 1975 establishing a European Regional Development 
Fund,2 as amended by Regulation (EEC) No .................... ,J 
and in particular Article 12(2)(c) thereof, 

Having regard to the proposal of the Commission, 

Having regard to the Opinion of the European Parliament, 

Whereas Article 12 of the above Regulation provides that the 
Fund may participate in financing specific Community re­
gional development measures, and particularly measures de­
signed to accelerate the creation of jobs in the Community's 
less-developed regions or in reconversion regions by facilitat­
ing investors' access to the capital market; 

Whereas one of the main obstacles to undertakings wishing 
to take advantage of loans offered by Community institutions 
or by the European Investment Bank is the level of their rate 
of interest; 

Whereas the establishment of an interest rebate scheme with­
in the European Regional Development Fund may enable un-

1 Annex II. 
2 OJ L 73 of 21.3.1975. 
J Proposal published in OJ C 161 of 9.7.1977. 
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dertakings to avail themselves more readily of Community 
loan opportunities, and may thus facilitate their expansion; 

Whereas these interest rebates may involve either individual 
loans or loans granted to intermediary agencies with respect 
to enterprises below a certain size; 

Whereas these interest rebates must not, however, exceed cer­
tain limits, so as to avoid an undue reduction in the interest 
rate to be borne by the investor; 

Whereas interest rebates should be granted only on loans in­
tended for the financing of investments meeting the criteria 
set out in Article 4 (I )(a) of Regulation (EEC) No 724/751 
and located in the regions or in the areas referred to in Article 
3 thereof provided that such regions or areas have been the 
subject of regional development programmes and that these 
programmes have been submitted to the Commission; 

Whereas the Commission will decide on the requests for in­
terest rebates on individual loans on the basis of the criteria 
referred to in Article 5 of Regulation (EEC) No 724/75 and 
whereas it will fix the criteria to be observed by the intermed­
iary agencies for granting subsidiary loans; 

Whereas it is necessary to simplify the consultation procedure 
for the Fund Committee; 

Whereas, finally, provision must be made for the analogous 
application of Article 9 of Regulation (EEC) No 724/75, 

Has adopted this Regulation: 

Article 1 

Loans from the European Communities or from the European 
Investment Bank may receive an interest rebate paid from the 
European Regional Development Fund. Such interest rebates 
may be granted in accordance with the rules laid down in this 
Regulation. 

Article 2 

Interest rebates may be granted on: 

(a) global loans made to intermediary agencies for the purpose 
of allocating subsidiary loans to finance investments to be car­
ried out by undertakings with total employment of less than 
500 people, with net fixed assets employed of less than 30 
million EUA and in whose capital structure larger enterprises, 
other than institutions responsible for contributing to regional 
development by promoting industrial projects, hold no more 
than a one-third participation, or 

(b) individual loans to undertakings. 

Article 3 

The maximum rate of the interest rebate shall be 5% per year 
of the initial capital value of the loan expressed in or convert-
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ed to EUA on the basis of the rates published in the Official 
Journal of the European Communities. It shall apply for the 
first five years of the loan. 

The interest rebate shall not exceed 40% of the rate of inter­
est on the nati<;)nal long-term capital market of the Me111ber 
State concerned at the time of the application for the rebate. 

The interest rebate shall not reduce the rate of interest pay­
able by the investor for the first five years of the loan to less 
than 4% taking into account any interest rebates granted by 
the Member State concerned. 

The maximum individual loan or, in the case of a global loan, 
the maximum subsidiary loan eligible for the interest rebate 
shall not exceed 50 000 EUA per job created or maintained, 
within the meaning of Article 4 of Regulation EEC No 
724/75. 

Article 4 

Applications for interest rebates shall be made to the Com­
mission by the borrowers either directly or through the Eu· 
ropean Investment Bank in the case of loans from the latter. 
The application shall specify the amount of the loan request­
ed, the terms and conditions governing the grant of the loan 
and all details required to justify and fix the interest rebate. 

Applications for global loans shall be accompanied by a de­
scription of the intermediary borrower and its activities. 

Applications shall be notified by the Commission to the 
Member State in which the investment is carried out. The 
Member State shall inform the Commission of any objections 
within 30 days. 

Article 5 

I. The Commission shall decide to grant an interest rebate, 
subject to a decision to grant a loan by the responsible Com­
munity body in accordance with the procedure laid down in 
Article 15 of Regulation (EEC) No 724/75. 

The Commission may consult the Fund Committee by way 
of written procedure. In this case Member States shall inform 
the Commission of their observations and any objections 
within 15 days of the date on which the draft decisions were 
sent. 

At the request of a Member State, the written procedure shall 
be suspended and a special meeting of the Fund Committee 
shall be convened within the following 15 days to examine 
the draft decision in question. 

2. Interest rebates may be granted on loans intended to fi­
nance investments meeting the following conditions: 

1 All citations of the Regulation refer to the revised version. 
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(a) investments carried out in regions or areas referred to in 
Article 3(1) of Regulation (EEC) No 724/75, for which region­
al development programmes have been communicated to the 
Commission pursuant to Article 6 thereof. 

(b) investments conforming to the criteria laid down in Ar­
ticle 4(1 )(a) thereof. 

3. The Commission shall decide to grant an interest rebate on 
individual loans taking account of Articles 5 and 6 of Regu­
lation (EEC) No 724/75. 

4. The Commission shall indicate from time to time to the 
European Investment Bank the criteria and priorities that the 
Commission will take into account in granting rebates on in­
dividual loans granted by the Bank. 

5. In the case of global loans the Commission shall lay down 
the criteria to be observed by the intermediary agencies when 
granting subsidiary loans. · 

Ar1ic/e 6 

I. The interest rebate shall be calculated and paid in EUA. 

2. In the case of individual loans, the rebate shall be paid di­
rectly to the borrower, at its request when the corresponding 
interest payments fall due. Applications for payment shall be 
accompanied by information as to the amount and date of the 
corresponding interest payment and by a certificate to the ef­
fect that the loan repayments have been made up to date. 

3. In the case of global loans, the interest rebate shall be cal­
culated in EUA on the day of signature of the loan contract, 
on the basis of a rate of interest at 75% of the rate of interest 
of the corresponding loan. 

The total capitalized amount of the interest rebate shall be 
paid by the Commission to the European Investment Bank 
or, as the case may be, to the ECSC budget on the day of 
signature of the loan contract. 

Every three months the European Investment Bank shall 
communicate to the Commission each allocation made from 
a global loan, accompanied by the necessary information to 
assess the case. 

If an open loan account is cancelled or an issued loan is re­
paid before the due date, in whole or in part, a sum corre­
sponding to that part of the loan account cancelled or to that 
part of the issued loan repaid, with interest added, capitalized 
at the same rate as that referred to in the first subparagraph 
for the period between the date of payment of the total cap­
italized interest rebate and the date of repayment, shall be 
remitted to the Commission. 
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Arlicle 7 

Article 9 of Regulation (EEC) No 724/75 shall apply by an­
alogy to the investments and loans which receive an interest 
rebate under this Regulation. 

Article 8 

The Commission shall inform the rec1p1ents of individual 
loans of the interest rebates granted to them. Recipients of 
subsidiary loans from global loans shall be informed in their 
contract with the intermediary agency that the loan condi­
tions are a consequence of Community aid and interest re­
bates from the European Regional Development Fund. 

A list of the loans that have benefited from interest rebates 
shall be published every six months in the Official Journal of 
the European Communities. 

Article 9 

The Commission shall report to the Parliament and to the 
Council on the application of this Regulation in the report 
provided for in Article 20 of Regulation (EEC) No 724/75. 

Article 10 

This Regulation shall enter into force on the third day follow­
ing its publication in the Official Journal of the European 
Communities. 

This Regulation shall be binding in its entirety and directly 
applicable in all Member States. 

Done at Brussels, 
For the Council, 

The President 
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