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Purpose of Report 

The purpose of this Committee Report is to inform the Committee of recent developments 
in European Regional policy in relation to State Aids and the Structural Funds and to advise 
the Committee of related lobbying activity being undertaken in the West of Scotland. 

Background 

The European Commission is currently developing new proposals for both State Aids (DG 
Competition) and Structural Funds (DR Regional Policy). The report outlines the progress 
made in negotiations with the Member States on these two related issues. 

EU State Aid Rules 

The EU State Aid rules regulate the amount and type of support that Member governments 
can provide to support regeneration activity. The current guidance and approvals expire in 
2006. The initial proposals developed by The Commission for a revised policy on State 
Aids post-2006 proposed a radical change which, if implemented, would result in the end of 
regional aid to larger firms in large parts of the UK, including the whole of Central Scotland. 
Where aid continued to be allowed, the ceiling would be substantially reduced. The 
Commission’s stated aim is to provide less and better targeted State Aid 

The Commission has recently published what it calls a “non-paper” setting out its revised 
proposals following an initial round of consultation with Member States. The “non-paper” 
makes it clear that the Commission has not substantially changed its position. The revised 
proposals set out in the paper, would still involve the withdrawal of regional aid to larger 
firms. 

The UK government believes there is a strong case for more accurate targeting of assisted 
area coverage and has responded to the Commission’s most recent proposals by 
highlighting that: 

Aid differentials at too high levels between territories of the Union risk serious 
consequences in terms of employment in many areas by stimulating companies to 
relocate; 
The total suppression of regional aid for companies outside areas currently eligible 
under article 87.3 is of much concern as it impedes member states from implementing a 
fully effective regional development policy. 

Regional Selective Assistance (RSA) is a national grant scheme, aimed at encouraging 
investment and job creation in the areas of Scotland designated for regional aid under the 
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State Aid rules. Businesses of all sizes can apply for RSA, whether they are Scottish- 
owned or owned or headquartered outside Scotland. 

3.5 In the 5 years to the end of March 2004, businesses in Scotland have accepted more than 
900 offers of RSA totalling in excess of f400 million. These offers relate to projects with 
planned investment of f2 billion with the aim of creating or safeguarding almost 60,000 
jobs. 

3.6 The Council has participated in lobbying activity on State Aids in the context of its 
membership of the Alliance for Regional Aid and has responded to both the Commission 
and the UK government consultation exercises on the proposed changes to State Aid rules. 

4. 

4.1 

4.2 

4.3 

4.4 

4.5 

4.6 

4.7 

4.8 

Structural Funds 

The current European Structural Fund programmes are due to finish in 2006 and the 
Commission has recently published proposals for a new Structural Funds programme to cover 
the period 2007-201 3. 

The Commission’s proposals place a strong emphasis on the Lisbon agenda and propose a 
funding regime that would cover the entire EU. Most of the available resources would be 
allocated to the poorer regions of the enlarged EU but a substantial sum would be earmarked 
for supporting economic development and training activities elsewhere in the EU. This would 
require a significantly enhanced EU budget into which the UK is a major contributor. 

The UK government opposes the Commission’s proposals and argues for EU regional 
development assistance to be limited to the very poorest member states. Other countries, 
including the UK, should be responsible for funding regional development from “domestic” 
budgets within an overall EU policy framework. This would reduce the level of budget required 
to support the Structural Funds. 

While it remains unclear which position will win out in the end, the West of Scotland has begun 
to put together a case for continued support from either European Structural Funds in the 2007- 
13 programme or from a UK determined regional policy. 

The West of Scotland European Consortium (WOSEC), in partnership with SLIMS produced a 
paper in 2004 entitled The Case for Regional Assistance for the West of Scotland Post 2006”. 
More recently, a further paper “Western Scotland - Regional Development for a Competitive 
Future” has been produced by Glasgow City Council in its capacity as Chair of the Clyde Valley 
Community Planning Partnership. 

There is a general perception that the West of Scotland has been slow to put forward an 
persuasive case for continuing support from the Structural Funds and that the North and South 
of Scotland have been more effective in raising awareness of their regional development needs. 
The WOSEC and Clyde Valley Community Planning Partnership papers are intended to provide 
the basis for more effective lobbying in support of the West of Scotland’s case. 

North Lanarkshire Council has provided comments on the Clyde Valley Planning Partnership 
paper and agreed a response to the draft document with relevant colleagues in South 
Lanarkshire Council and Scottish Enterprise Lanarkshire. 

It is intended to take a paper on recent developments in EU regional policy to the next meeting 
of the Local Economic Forum. 
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5. Visit of the Regional Policy Committee 

5.1 The Regional Policy Committee of the European Parliament is due to visit Scotland from the 
15'h to 18'h March 2005. The Committee will visit projects in the North, South, East and West of 
Scotland during their 3 day stay. In the West, they will visit the Clyde Waterfront project and 
WOSEC will hold an reception for the members of the Committee in Glasgow City Chambers on 
16 March. 

5.2 The Council Leader will attend the WOSEC reception and will also have the opportunity to meet 
the members of the Committee at a breakfast meeting in the COSLA offices on the morning of 
the 16'h March. 

6. Recommendations 

6.1 It is recommended the Committee notes the contents of the report and: 

0 Agrees to participation by the Council in the visit of the Regional Policy Committee in March 
with a view to supporting the case for continued regional development assistance to the 
West of Scotland and to North Lanarkshire. 

David M. Porch 
DIRECTOR OF PLANNING AND ENVIRONMENT Date of Report: 21 February 2005 
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Development Service at TelOl236 616214 


