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1 Purpose of the Report 

In a report to the January meeting of this Group, several key policy issues relating to European affairs and 
funding were explored including the review of the Structural Funds, currently being undertaken by the 
European Commission, which may have significant adverse effects on the ability of the North Lanarkshire 
area to continue to draw down funds from Europe. It is important that the Council contribute to the 
formation of an effective case for the area emphasising the need for long term support if the economic 
reconversion of the area is to be successful. This report gives the background and rationale for the review of 
the funds and outlines an initial policy statement for the authority in relation to the review. 

2 Background to the Structural Funds 

The structural policies of the European Union are key elements in its activities to promote economic and 
social cohesion, a competence given to it in title XIV of the Treaty on European Union (Maastricht Treaty) 
signed in 1992. The principle means for achieving this end is through the Structural Funds. 

There are currently four Structural Funds: 

European Regional Development Fund (ERDF) - Economic and business development 
European Social Fund (ESF) - Labour market activity 
Guarantee Fund (Guidance Sector) (EAGGF) - Agricultural development and diversification 
Financial Instrument for Fisheries Guidance (FIFG) - Fisheries development 

90% of these funds are allocated in the context of specific Objectives: 

Objective 1 
Objective 2 
Objective 3 
Objective 4 
Objective 5(b) - for rural development 
Objective 6 

- for areas lagging behind 
- for converting the regions or parts of regions seriously affected by industrial decline 
- EU wide support for unemployed and ‘excluded’ sectors of the population 
- EU wide retraining of existing workers 

- for sparsely populated areas (Finland and Sweden) 

90% of the Structural Fund budget is distributed in this way. North Lanarkshire Council has to date utilised 
both Objective 2 (for which specific areas are designated as eligible) and Objective 3 financial support. 
Funding has been obtained for projects from both the European Regional Development Fund (ERDF) and 
the European Social Fund (ESF) under Objective 2 through the West of Scotland Objective 2 Programme, 
and ESF under Objective 3 for which there is a UK wide Programme. The majority of funding to date for 
the area has come from the Objective 2. 



In addition, 9% of the Structural Fund budget is available via a number of Community Initiatives which fall 
into two categories - those linked to improving the competitiveness of the European Union, and those with a 
specific geographical focus. Those utilised mainly to date by North Lanarkshire Council and the preceding 
local authorities have been the geographically targeted Resider I1 (all North Lanarkshire is eligible except 
Cumbernauld), and Rechar I1 (only Shotts and Harthill are eligible). 

The remaining 1% of the budget is devoted to funding pilot and innovative projects. 

3 Rationale for the Review 

As part of the budgetary negotiations regarding the Structural Funds in 1992, it was agreed that all current 
Structural Fund programmes throughout the European Union would close on 31 December 1999. This 
therefore provides an opportunity for the institutions of the European Union to undertake a fundamental 
review over the next two years leading up to the 1999 deadline. The main focus of the review will relate to: 

0 

0 

0 

0 

the proportionate budgetary allocation of the Structural Funds in relation to other areas of European 
Union activity 
the geographical areas of the European Union for which Structural Funding will be available 
the types of projects which will be eligible for support from the Structural Funds 
the management arrangements required to ensure effective delivery of assistance 

These issues have important implications for the Council in terms of continuing status as an Objective 2 
area or equivalent to allow a continuation of some Structural Fund support for the area. 

4 Timescale for the Review 

Although the current Structural Fund programming period does not end officially until 1999, it is expected 
that the European Commission will be presenting proposals for the overall EU budget before the end of 
1997. Agreement of the budget is not expected before December 1998 but this is a key process in 
understanding the financial parameters within which the Structural Funds will require to operate over the 
next programming period from the year 2000 onwards. 

Adoption of the European Union budget will result in proposals being submitted for the operation of the 
Structural Funds post 1999 including the detailed regulations governing the use of the funds. Budgetary 
allocations to the Structural Funds have grown from 18% of the total budget in 1988 to a planned 35.7% by 
1999. This increase has to date been compensated for by a reduction of resources devoted to supporting the 
agricultural sector. 

5 North Lanarkshire - The Current Situation 

To date, North Lanarkshire has benefited significantly from Objective 2 funding - &23m in 1995/96 alone. 
It has also inherited European Social Fund projects under the Objective 2 Programme which received 
awards totalling approximately 265,000. Resider I1 has also brought in considerable funding to the area. 

The Objective 2 Programme for 1994-96 had a total allocation for the West of Scotland of approximately 
&230m, which has risen to 2240m for 1997-1999. Objective 3 is expected to make &3m available to the 
Scottish local authority sector over the period 1997-99. Resider I1 and Rechar I1 were both allocated 
approximately &8m each for the programme period 1994-1997 and are likely to receive additional 
allocations to take them through to the end of 1999 in line with the other Structural Fund programmes. 

The Structural Funds therefore provide a significant source of financial support for economic regeneration 
and employment creation within the North Lanarkshire area and the future operation of the funds can be 
seen to be a matter of importance to the Council on which an initial policy position must be resolved. 



The resolution of this policy position must also take account of the activities of other relevant organisations 
with whom the Council works collaboratively and their activities in this regard, for example, COSLA, the 
West of Scotland European Consortium, Reti, and CASTer. Current joint working with these organisations 
relating specifically to the review of the Structural Funds is covered in section 11 of this report. 

It is therefore recommended that the Structural Funds be retained with the current policy Objectives 
to enable the continued economic regeneration of areas such as North Lanarkshire. 

6 Key Issues for Structural Policies Post 1999 

In order to identify the best way forward for North Lanarkshire and the wider West of Scotland area 
following the review, it is important to look at those lessons which have been learned from the operation of 
the funds to date and the issues which this prior experience has shown will be relevant to future 
development of structural policies. It is also important to take account of other future changes which will 
impact upon funding allocations. 

There is no doubt that many of the regions in existing Member States still have levels of prosperity well 
below the EU average and therefore require continued support to allow them to catch up. Enlargement is a 
significant factor here as the proposed expansion of the EU in the early part of the next century to include 
countries in Central and Eastern Europe will, first and foremost, introduce countries which are considerably 
poorer than the current Member States. If no proportionate budgetary increase is made in relation to 
regional assistance by the EU then the likelihood is that current levels of assistance to existing Member 
States will be severely reduced. This could involve the deletion of Objective 2 status completely, a 
reduction in the grant rate available to areas such as North Lanarkshire with Objective 2 status, or an end to 
funding of this type. 

Economic and Monetary Union (EMU) also has a significant bearing on the review and considerable 
implications for local government generally as it affects a wide range of economic factors which impact 
upon local authorities as well as its expected effect on Structural Fund resources. It is possible that Eh4U 
will have adverse effects on regional economies including the equalisation of wages across the EU, possibly 
causing unemployment in regions with lower productivity. The inevitable ensuing period of adjustment will 
put pressure on EU Structural Fund resources to remedy these expected disparities between regions. 

There are still very high levels of unemployment across Europe which makes economic and social 
cohesion difficult and is a waste of economic resources. Long term and youth unemployment are particular 
problems and social exclusion can result where there are pockets of high level unemployment coupled with 
problems of deprivation. This is the case with several areas within North Lanarkshire, most of which have 
been recognised within the Community Economic Development priority of the Objective 2 programme as 
needing European funding support. 

Over the period since Structural Fund monies became available, significant progress has been made in North 
Lanarkshire and other areas which have suffered the decline of traditional industries. Value for money will 
not be gained, however, by the European Commission, if the European funding support which has enabled 
this economic regeneration to start is taken away at the end of 1999. Benefits gained to date will be lost if 
the essentially long term nature of this process is not recognised. Further industrial restructuring is also 
possible in the future due to the dynamic nature of industry and this type of funding will be needed well past 
1999. 

Employee Adaptability is becoming essential as a result of the rapid economic changes which have come 
about due to new technology, and globalisation of markers, and can have adverse effects on certain groups 
of employees. Funding is required to assist these individual employees to adjust, particularly those in small 
and medium sized companies, and to prevent further economic and social divergence. 

The above problems and challenges have, to date, in the North Lanarkshire area, been addressed with the aid 
of Structural Fund support through Objectives 2 and 3, and, where appropriate, the Community Initiatives. 



The Structural Funds have, therefore, partly resourced the economic development and training strategies for 
the area. It can be seen from the above that these types of issues will be with us in the longer term and in 
order to continue to successfully address them and to maximise the competitive edge of the area, continued 
funding support is required. 

7 Operating Principles of the Structural Funds 

Having identified the key issues affecting the development of structural policies, it is important to examine 
how these will impact upon the operation of the Funds and to recommend ways in which current best 
practice can be capitalised on in the future to ensure a system post 1999 which will not be to the detriment 
of North Lanarkshire and the wider West of Scotland area. 

There are currently five fundamental principles governing the application of Structural Fund support and, 
although still applicable to the period post 1999, require to undergo some adjustment. They are: 

designation of eligibility 
concentration 

0 programming 
0 partnership 
0 additionality 

7.1 Designation of Eligibility for Structural Fund Support 

Currently, a variety of indicators are used in the process of designating areas eligible under the various 
Objectives. The criteria for designation under Objective 2, for which North Lanarkshire is currently 
eligible, relate to an area having levels of unemployment above the EU average, an above average 
dependence on manufacturing employment, and having experienced significant decline in manufacturing 
employment. Fairly small areas can be identified. This creates a major problem within the West of 
Scotland where unemployment levels have improved relatively and with EU enlargement, additional 
Member States will accede with substantially higher levels of unemployment. 

One of the major problems with criteria such as these, particularly in relation to the points made in section 6 
of this report concerning the effects of enlargement and the need for long term support, is that, although 
they remain valid, a ‘snapshot’ approach cannot be taken. Assessing an area at one moment in time can be 
misleading as the economies of all Member States do not perform according to the same trade cycle and 
short term trends in unemployment levels are prone to rapid fluctuation. This can either exaggerate or 
underestimate the real position of an economy at regional or local level. This is particularly relevant in the 
context of North Lanarkshire because with Objective 2 areas long term trends in employment patterns 
rather than unemployment levels would provide a much more reliable measure of the economic status of a 
region. 

This can be illustrated at West of Scotland level where employment has fallen by 6% compared with a rise 
of 8% for the rest of Scotland. Full time employment has gone down drastically by 14.7% compared with 
2.2% for the rest of Scotland, and part time employment has risen by 31.6% compared with 47.2 YO for 
the rest of Scotland. As a Member State, the UK is generally on the periphery of the European Union and 
the West of Scotland notably so. Enlargement is likely to exacerbate this situation by moving the economic 
centre of gravity to the East. Despite developments in information technology, this physical peripherality 
can still slow down economic development. 

It is therefore recommended that long term rather than short term socio-economic trends are 
examined when designating areas for Structural Fund eligibility with emphasis on employment trends 
and recognition of the additional adverse effects of peripherality. 



It is further recommended that a long term view must be taken and funding to areas currently 
receiving it should continue over a transitional period to allow areas such as North Lanarkshire to 
complete the economic restructuring process and to make full contributions to the overall 
development of the EU and acceding Member States. It should be recognised that this is not yet 
possible and a gradual phasing out of funding is required so the benefits of Structural Fund support 
to these economies is sustainable. 

7.2 Concentration 

Concentration relates to the focusing of the Structural Funds on supporting the six Objectives listed in 
Section 2 of this report and to geographical concentration of resources. The European Commission, in its 
recently published ‘Cohesion Report’, voiced concern that wide dispersal of resources could limit impact 
and that some areas which currently qualified for EU assistance did not fully meet the eligibility criteria 
because of progression. There is, therefore, substantial pressure to reduce the proportion of the population 
covered by the various Objectives. The EU Commissioner for Regional Policy, Monika Wulf-Mathies, has 
indicated that improved concentration is required generally, irrespective of the issue and implications of EU 
enlargement. 

Currently, over half of the population of the EU lives in areas eligible under Objectives 1,2, 5(b), and 6 with 
16.4% covered specifically by Objective 2 programmes. In the UK, currently 85% of the population live in 
areas eligible for Structural Fund support. 

Within the West of Scotland, the principle of concentrating resources on areas of greatest need has already 
been applied within the Objective 2 programme for the area, through the Economic and Social Cohesion 
priority in the 1994-1 996 programme, and through the Community Economic Development priority within 
the new programme for 1997-1999. It is important to note, however, that often the answers to the successful 
regeneration of these areas lie outwith their own individual boundaries and for them to benefit it is essential 
to link the needs of these areas with opportunities for their improvement wherever these are. It is important 
to realise that it is those economic development agencies, such as local authorities, working at a local level, 
which are best placed, within the context of regional partnerships, to define those areas of greatest need. 

It is therefore recommended that areas to be eligible for Structural Fund support are defined at this 
regional level corresponding to established travel to work patterns and that the principle of 
concentration be applied where appropriate within such regional programmes. This would be 
achieved through the agreed, locally determined, regional strategy, which for North Lanarkshire 
would mean through the Strathclyde European Partnership for the West of Scotland programme 
area. 

7.3 Programming 

Programming sets the timetable for the allocation of assistance. The 1993 regulations provided for a six 
year programming period from 1994 to 1999 to allow coincidence with the financial perspectives decided at 
the Edinburgh Summit in 1992 for the EU budget as a whole. Objectives 1 and 5(b) covered the whole six 
year period. Two three year phases were planed for Objective 2, however, and that is why a new 
programming period has just begun for the West of Scotland fkom 1997 to 1999. This is because industrial 
restructuring is seen as an essentially short term process and decline of key industrial sectors is difficult to 
predict. Two three year programming periods were therefore seen as more responsive to dealing with any 
unforeseen economic shocks. 

As recommended in section 6 of this report, however, industrial restructuring is a long term process and no 
changes were made to the list of Objective 2 areas for the 1997-1999 period from those eligible for 1994- 
1996 which illustrates this point well. Changes to eligible areas for Objective 2 in other Member States 
were also minimal. 



In the West of Scotland area, the requirement to comply with the programming regulations meant that a 
considerable amount of additional work fell to the regional partnership to renegotiate the SPD for the 
second three year period which disrupted the administration and management of the Objective 2 funds for 
the area. 

The issue of economic shocks is a valid one but can be dealt with in other ways to allow longer 
programming periods and greater continuity of funding (see Section 8). 

It is therefore recommended that all mainstream Structural Fund programmes cover the full period 
allowed for in the next budgetary framework without the need for mid term renegotiations. 

7.4 Partnership 

Partnership involves close collaboration between the Commission and the relevant authorities at national, 
regional, or local level appointed by the Member State at all programming stages. The management of the 
programmes is now based on the principle of subsidiarity much more closely, ie decisions should be made 
at the lowest level possible by those who understand best the needs of an area. Regional partnerships have 
been introduced to manage, implement, and evaluate Structural Fund programmes. The West of Scotland 
has been prominent in this development with the establishment of a self standing programme executive. 

The introduction of the regional partnership approach has been a positive feature of Structural Fund delivery 
and has done much to promote economic and social development at regional level, but there are a number of 
ways that this concept could be strengthened to enhance the economic impact of the programmes. It is the 
local partners who have the clearest appreciation of the development needs of their region and the 
appropriate mix of measures needed to improve economic performance but the principle of true subsidiarity 
and increased bottom up decision making need to be reinforced for the future. 

It is therefore recommended that a key component of the new programmes should be the continued 
use of partnerships to allow the local design and delivery of programmes within broad guidelines, 
including proportionate allocations of funding to the various measures of a programme and 
determination of eligible activity. Other ‘horizontal’ funds such as Objective 3 should also be 
managed within the framework of regional partnerships as being the most effective mechanism for 
their delivery. 

7.5 Additionality 

The additionality principle aims to ensure that financing from the Structural Funds is not used to replace 
national structural aid and truly adds value to Member States’ economies. Member States must provide the 
financial information needed to verify additionality when submitting plans and regularly thereafter during 
the implementation of the programmed assistance. It is expected and recommended that this requirement 
remain as a basic principle for receipt of Structural Fund assistance in the future. 

8 Future Role of the Community Initiatives 

Section 2 of this report explained that North Lanarkshire has utilised the Rechar and Resider initiatives to 
date. There are now approximately 14 Community Initiatives supported by the European Commission the 
main purpose of which is to address issues considered to be of either EU wide relevance (eg the 
transnational Adapt and Employment human resource initiatives) or to help areas suffering from key 
industry decline (eg Resider and Rechar). The majority of resources attached to the Community Initiatives 
goes to Objective 1 regions and there is some scope within some of the initiatives for areas outwith 
Objective 1,2,5(b), or 6 regions to access Structural funds. In section 7.3 of this report the issue of 
economic shocks was raised and the Community Initiatives were intended originally as a method of dealing 
with developments not envisaged when ‘mainstream’ areas and programmes were agreed. 



One of the problems with Community Initiatives to date has been that their sphere of activity is already 
covered by one of the mainstream Objectives and a high degree of duplication in terms of types of eligible 
projects has resulted. A strong case can therefore be made for increasing use of the Initiatives to pilot new 
approaches to programme delivery, fund projects not eligible under mainstream programmes and encourage 
transfer of best practice and transnational co-operation. 

The best way to achieve this would be to manage them locally thereby avoiding duplication and enhancing 
joint working between partners. With management of the Community Initiatives at national level, the added 
value of having the Initiatives and an understanding of appropriate project proposals for each area is lost. 

I t  is therefore recommended that the Community Initiatives should still be a part of the future 
Structural Fund framework but should be increasingly focused on regiondthemes subject to economic 
shocks not foreseen when mainstream programmes are redefined. 

The Initiatives should also be handled at the level of the regional partnership to allow better 
integration and be used as a means of innovation, transfer of best practice and transnational co- 
operation. They should not be seen as a substitute for Objective 2 programmes but could form part of 
a transitional arrangement for phasing out funding to areas currently eligible for mainstream 
funding. 

9 Future Role of Pilot and Innovative Projects 

As mentioned in section 2 of this report, 1% of the Structural Fund budget goes to the promotion of 
innovative measures across the EU and to promote inter-regional co-operation. ECOS-Ouverture is a good 
example. North Lanarkshire is lead authority for an ECOS-Ouverture funded project in Moldova to develop 
social care services for children. This project has been very successful and this type of activity can be 
extremely valuable in the development of new approaches to regional economic and social development 
issues whilst allowing the development of networks which can lead to trade development. 

It is recommended that the Structural Funds continue to support pilot and innovative projects and 
networks. 

10 Proposed North Lanarkshire Council Policy Statement 

The Council needs to form the recommendations within this report, if agreed, into a policy statement with 
which it can go forward with an agreed position for North Lanarkshire on the issue of the review of the 
Structural Funds. A proposed policy statement is outlined below. 

North Lanarkshire Council believes that 

0 Structural Fund programmes within the current policy Objectives should be retained 

0 A long term view requires to be taken by the European Commission on the definition of eligible areas 
(criteria should include employment change as well as unemployment) 

0 Funding to areas currently receiving Structural Fund support should, in any event, continue over a 
transitional period. 

0 Areas to be eligible for Structural Fund support should be defined at regional level corresponding to 
established travel to work patterns and that the principle of concentration should be applied where 
appropriate within regional programmes as determined by local partners. 

All future mainstream Structural Fund programmes should cover the full period allowed for in the next 
budgetary framework. 



A key component of the new programmes should be the continued use of partnerships to allow the local 
design and delivery of programmes within broad guidelines, including proportionate allocations of 
funding to the various measures of a programme and determination of eligible activity. 

Funds focused on EU wide priorities such as Objective 3 (for combating long term unemployment and 
social exclusion) should be managed within the framework of regional partnerships as being the most 
effective mechanism for their delivery. 

Community Initiatives should remain a part of the future Structural Fund framework but should be 
increasingly focused on regiondthemes subject to economic shocks not foreseen when mainstream 
programmes are redefined. 

Community Initiatives should be managed and administered at regional partnership level to allow better 
integration and be used as a means of innovation, transfer of best practice and transnational co-operation. 
They could form part of a transitional arrangement for phasing out funding to areas currently eligible for 
mainstream funding. 

The Structural Funds should continue to support pilot and innovative projects and networks. 

11 The Way Forward 

The views of individual local authorities cannot realistically be expected to carry great weight in the Europe 
wide review of the Structural Funds. The Councils’ most effective route may be to influence and join with 
more broadly based groupings. The North Lanarkshire Council position paper provides an essential 
mandate and briefing to enable this to occur on a consistent basis at local, regional, and pan European 
levels. 

The Council is well placed to take its views forward in this manner in a wide range of fora. The authority 
has elected Member and officer representation on a special task group set up by COSLA to look specifically 
at the implications of the review. In addition, the West of Scotland European Consortium, of which 
Councillor McGuigan is the Chair, is currently examining the impact of the review and co-ordinating a 
particular position for the wider West of Scotland area into which the key issues for North Lanarkshire will 
be input. On a Scotland wide basis, the Council has been actively contributing to the production of a paper 
in relation to the Structural Funds review prepared by Scotland Europa. At a UK national level, Steel 
Action, the Coalfield Communities Campaign, and UK Reti (chaired by Councillor McGuigan as Reti Vice 
President for the UK regions) have formed the Alliance for the Defence of Regional Aid to co-ordinate 
lobbying activity at UK Government level. Individual Council Members also have significant roles in 
organisations such as the Committee of the Regions, and it is intended that the North Lanarkshire Council 
position paper provide further background information. 

The Council is also using its networking links with organisations such as Reti (European Regions of 
Industrial Technology) which provide it a unique opportunity to allow the views of North Lanarkshire 
Council and the West of Scotland European Consortium to influence pan European network debates. The 
authority is actively involved in the undertaking of a number of studies which are collecting data which will 
allow an effective case to be made at the EU level to attempt to safeguard the position of North Lanarkshire 
as regards funding. Reti has already gathered a considerable amount of useful information and statistics to 
inform a concerted lobbying campaign leading up to the review and is seeking European financial support 
for in-depth studies on the impact of Economic and Monetary uniodEU enlargement and its impact on 
changes in Structural Fund support to areas like North Lanarkshire. 

The CASTer network is also co-ordinating a study of six of its member regions all of whom have similar 
difficulties in terms of the decline of the steel industry, the majority of which are therefore eligible for 
funding under the Resider I1 Community Initiative. This information will show achievements to date but 
also the requirement to continue support and gradually phase out Structural Fund assistance if the benefits 
of funding to date are to be consolidated. 



It is recommended that the North Lanarkshire Council position paper and supporting background 
information be widely circulated to relevant organisations including COSLA, the West of Scotland 
European Consortium, Scotland Europa, and Reti, both for information and to provide a basis for 
briefing appropriate organisations. 

12 Conclusion 

Having outlined the policy recommendations that the Council may want to make, once agreed these must 
then be promoted through all possible means of influence open to the Council. 

It is essential that the Council promotes a series of positive arguments to retaining some level of Structural 
Fund support and in encouraging the European Commission that this cannot suddenly be turned off. The 
industrial decline in areas such as North Lanarkshire is long term and funding should consequently be scaled 
down to a lower level over a period of time if benefits gained are to be sustainable in the longer term. 

13 Recommendations 

It is recommended that the Group: - 

(i) Notes the content of the report and the recommendations contained therein 

(ii) Agrees to the policy statement on the review of the Structural Funds at section 10 

(iii) Agrees that the North Lanarkshire policy statement be widely circulated and used as a means of 
briefing appropriate organisations at local, regional, national, and pan European levels 

Local Government Access to Information Act 
For further information on this report, please contact Heather Koronka, European Co-ordination Officer, on 
01698-302270. 


