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Purpose of Report 

The purpose of the report is to advise the Committee of the recent developments in relation 
to the European Commission’s reform of State Aid policy. 

Background 

The European Union’s State Aid rules apply when public monies or privileges are granted 
to other organisations. A wide range of local authority activities may be affected by the 
rules including: grants to companies that invest in deprived areas; support for employment 
and training schemes; rescue funds for businesses in financial difficulties; support for small 
and medium sized enterprises (SMEs); funding for innovation or research and development 
activities; grants to property developers; support for environmental initiatives; and subsidies 
for companies that deliver public services. 

The European Commission firs‘s announced its intention to reform State Aids in April 2003. 
Since that date the Commissiori has published a draft Roadmap for reform of State Aids 
which has been commented on extensively by the UK government. North Lanarkshire 
Council has contributed directly to the various consultation exercises on the proposed 
reforms as well as via its membership of COSLA and the Alliance for Regional Aid. In 2004, 
the Council participated in a lobbying visit to Brussels organised by the Alliance for 
Regional Aid during which local authorities from across the UK were able to put their views 
on the reform proposals directly to DC; Competition. 

In summary, under the Commission’s original proposals, regional aid to larger firms would 
have been restricted to the Objective 1 related regions covering some 5.5 million people in 
total, which compares to 18.2 million in the present Assisted Areas. This would have 
resulted in a complete loss of coverage in the Central belt of Scotland. 

In response to comments made in the course of the consultation period and various 
lobbying activities by ECI Member States, the European Commission has now published on 
18 July 2005 a Draft Text on Regional Aid Guidelines 2007-201 3. 

While the document is, complex and contains a lot of detail which has yet to be analysed 
fully, it is clear that the revised proposals offer a far better deal to the UK’s deprived areas. 
Under the revised proposals, assisted area status is being made available to areas 
covering 23.5% of the UM population which represents about 14 million people. While this 
still represents a reduction, it is far less than at one time seemed likely and should ensure 
continued coverage fclr the West of Scotland, albeit at lower aid intensity levels. 

The revised proposalsl also appear to offer greater flexibility in defining which areas should 
be considered eligible for assisted area status. 



2.7 The Commission's document is still only a proposal but it is expected to form the basis of a 
settlement which will be considered by member state governments in September 2005. 

2.8 Assuming the proposals are adopted, the next critical stage in the process will be drawing 
the new UK map of assisted areas. North Lanarkshire Council will continue to lobby both 
independently and via its membership of networks such as the Alliance for Regional Aid, to 
ensure that the North Lanarkshire Council area achieves assisted area status in the 2007- 
2013 period. 

3. State Aid Reform and Implications for North Lanarkshire Council 

3.1 There are four aspects of EU State Aid policy that particularly affect the activities of the 
Council. These are as follows: 

+ Regionalinvestment 
It is crucial that North Lanarkshire retains assisted area status in the period 2007-201 3 
in order to retain the ability to offer aid via a range of business support programmes to 
SMEs and larger businesses. In the last quarter of 2004 alone, companies in North 
Lanarkshire received grant offers totalling f2.5m under the Regional Selective 
Assistance scheme. 

+ Promoting innovation, research and development 
An increased focus on promoting innovation and R&D is seen as key to boosting the 
competitiveness of the EU. The UK government wishes to see state aid rules provide 
greater suppoi-t for these activities, and is lobbying for innovation to be embedded into a 
wider range of programmes. 

+ Land and property development 
Since 2000, a number of approvals have been secured from the EU to facilitate land 
aiid property development schemes in the UK including housing development, bespoke 
and speculative property development, historic building and heritage preservation and 
land remediatiori. The UK government is also pushing for a single regeneration 
framework, whrch would govern all types of aid for land and property development. It is 
hoped that the new State Aid guidelines will continue to allow local government 
flexibility to intervene where there is clear market failure. 

+ Delivery o f p u b h  services 
Whether supporting leisure services, waste collection, broadband availability or social 
enterprises, it is imipclrtant that the state aids framework allows subsidies or 
corripensatiori to be granted to organisations that deliver public services on behalf of 
local authorities. This is parcicularly true for activities where it would not otherwise be 
profitable for the private sector to deliver a service. It is hoped the new guidelines will 
clarify which types of subsiciy can be allowed without requiring approval from the EU. 

4. Recommendations 

4.1 It is recommended that the Committee notes the content of the Report and the intention to 
subtnt a further reporl: in due course following the formal adoption of the proposals on 
State k i d  REdorm by t h e  Europeari Commission 
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