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1 Purpose of the Report 

The purpose of this report is to update Members of the Working Group on progress since the last 
meeting in relation to the review of the Structural Funds and to agree a revised policy statement for 
the authority in line with recent events. 

2 Recent Events 

The recent Amsterdam European Council agreed a number of changes to the current ‘Maastricht’ 
Treaties which provide the legal basis for all of the EU’s activities. There were very few changes 
made to the sections which cover the Structural Funds, beyond explicit recognition of the particular 
difficulties and issues for island regions, not previously in the Treaties. A new chapter on 
Employment was also added and the Treaty is examined in more detail in a separate report to this 
meeting of the Working Group. 

3 Agenda 2000 

3.1 Proposals 

On 16 July 1997, the European Commission presented its ‘Agenda 2000’ package of proposals for 
the development of the European Union including its enlargement and its budgetary resources for 
the period 2000-2006. 

With regard to the hture  of the structural Funds, the document makes the following proposals: 

0 the proportion of the EU budget allocated to structural measures should remain at the level to be 
reached by 1999 (about 35% of the EU budget or approximately 0.46% of EU Gross National 
Product (GNP). 

0 the estimated overall budget for the structural and cohesion funds will be 275 billion ECU 
(approx E180 billion). Over the period, increasing amounts from within this budget will be 
allocated to the new Member States, totalling 45 billion ECU (530 billion) over 2000-2006. 

0 the sum available within the existing Member States such as the UK will therefore be 230 
billion ECU (5150 billion), compared to 200 billion ECU (E130 billion) which was the sum 
over the period 1993-1999. This increase is possible due to the EU budget growing in line with 
economic growth within its Member States. 



It is important to note that the impact of enlargement on the budget for the Structural Funds is not as 
bad as was previously feared, as the first new Member States are now expected to enter in around 
2002. There are also separate and specific additional budget heads to support the new Member 
States. 

In addition, the level of the Structural Fund budget is being maintained at 0.46% of EU GDP with a 
forecast increase of 2.5% per annum over 2000-2006 which means that the total Structural Fund 
budget will increase in real terms. Once Agenda 2000 is agreed by Member States in December, 
the European Parliament has the power to amend the split in priorities within the budget on an 
annual basis although not the overall budget ceiling. Links to MEPs are therefore essential in terms 
of influencing the proportion of funding relating to the Structural Funds. 

3.2 The New Objectives 

The document also proposes, as was expected and previously advised to the Working Group, that 
the number of Objectives for the Structural Funds (currently 7) should be reduced to three as 
follows: 

Objective 1 Targeted at the least developed regions (those whose Gross Domestic Product 
per head is less than 75% of the EU average) 

This will incorporate the former Objectives l(High1ands and Islands and Merseyside) and 6 (Nordic 
countries only). 

Objective 2 Targeted at 5 types of region: 

- those suffering from industrial or service sector decline 
- urban areas in difficulties 
- fragile rural areas 
- regions suffering from the decline of the fisheries sector 

The new Objective 2 will still incorporate areas such as North Lanarkshire which are affected by 
industrial decline, if it meets the criteria which have not yet been defined in any detail. It also 
incorporates areas currently covered by Objective 5b such as Dumfries and Galloway. 

The diversity of strands within the new Objective 2 will make it difficult to establish eligibility 
criteria which will enable a full comparison between rural, urban, and industrial areas. The UK 
Government has already indicated an interest in receiving representations on this issue. 

It would appear that eligibility for this Objective will be determined in the main by unemployment 
levels although a lot of debate is ongoing regarding the use of alternative indicators such as GDP 
per head, GNP, employment change, and secondary indicators such as housing, health, multiple 
deprivation, poverty, income, etc. 

There is a COSLA group looking at the question of such statistics which feeds into the wider 
specialised officer and joint member/officer meetings on the Structural Funds on both of which the 
Council is represented. Work is also being carried out by the authority through our partner 
organisations such as the West of Scotland European Consortium, CASTer, and Reti to influence 
this debate to the benefit of the North Lanarkshire area. 

Objective 3 Aimed at combating unemployment and improving training systems 



This would be a ‘horizontal’ objective, ie the whole territory of the EU would be able to benefit 
from these measures (unless they already had Objective 1 or 2 status). The new Objective 3 will 
concentrate on the modernisation of education systems, training, and employment, delivered as part 
of member State own strategy which addresses: 

0 

combating social exclusion 

accompanying economic and social changes 
lifelong education and training systems 
active labour market policies to fight unemployment 

It is worth noting that no explicit mention of long term unemployment is made which is particularly 
important to the Council in terms of current activity aimed at bringing this particular client group 
back into employment and taking advantage of new employment opportunities, and in terms of the 
types of difficulties that the North Lanarkshire area faces. 

There is mention under the new Objective 2 of measures to enhance ‘access to employment’ and 
also to Territorial Employment Pacts as a favoured way forward and these points need further 
clarification. A West of Scotland Territorial Employment Pact has already been submitted to the 
Scottish Office and selected by the UK Government for forwarding to the European Commission 
and is the subject of a separate report to this meeting of the Working Group. Territorial 
Employment Pacts are seen as a method of successfully focusing attention on the issues of 
employment and unemployment by the EU post 1999. 

3.3 Community Initiatives 

It is proposed that the number of Community Initiatives post 1999 should be reduced from the 
current 14 down to three, focusing on the following: 

0 inter-regional co-operation 
0 

0 rural development 
human resources, with particular emphasis on the promotion of equal opportunities 

In terms of inter-regional co-operation, the Council would only be able to engage in transnational 
and inter-regional co-operation projects, both of which it is currently engaging in and therefore has 
a considerable track record of working in these fields which should act in favour of the authority 
with regard to this new Community Initiative post 1999. 

All current Community Initiatives will cease to exist post 1999 and this will include Resider and 
Rechar, from which the North Lanarkshire areas currently benefits as the measures contained within 
them are now incorporated within the new Objective 2. 

3.4 Reserve Fund 

Reference is made within the Agenda 2000 to the possibility of a 10% reserve fund being top-sliced 
off programme allocations to Member states under the new Objectives until eligible regions can 
show efficient and effective management of the fbnds. 

It is important, therefore, that the West of Scotland promotes its successful track record to date in 
achievement of targets during the forthcoming debate on the Structural Funds, and that every effort 
is made to ensure all funds allocated to the current programme are spent and spent wisely. 



3.5 Transitional Funding 

Transitional funding will be available for areas which are currently eligible for Structural Fund 
assistance, but which, post 1999, and against the criteria ultimately agreed, are judged to be over the 
threshold and ineligible to access mainstream h n d s  post 1999. 

3.6 Concentration 

It is proposed within the Agenda 2000 paper that the proportion of the population of the EU which 
should be eligible for assistance should be reduced from the current 51% to between 35-40%. 

4 Key Issues for North Lanarkshire Council 

There are various key issues within the Agenda 2000 proposals for North Lanarkshire Council and 
on which the Council will require to seek clarification in conjunction with the partners with who it 
is already working concerning the review of the Structural Funds. 

Eligibility criteria for the 3 new Objectives needs to be influenced as well as for the new 
Community Initiatives. Objective 2, for which north Lanarkshire requires eligibility, is particularly 
difficult in view of its diverse strands. Further consideration also needs to be given to the real v 
official unemployment statistical debate and alternative indicators further explored and promoted in 
addition to unemployment. A long term approach must also be sought to avoid an economic 
snapshot of an area which then dictates its eligibility for funding over the period 2000-2006. This is 
all the more important now to North Lanarkshire as sector specific initiatives such as Resider and 
Rechar will no longer exist outwith Objective 2. 

The range of funds available under the new Objectives 1,2, and 3 has not yet been clarified nor for 
the new Community Initiatives. Although probable, therefore, it is not yet clear that this would 
remain as now the European Regional Development Fund, and European Social Fund. 

The transition period is essential for regions losing eligibility in the year 2000 for Structural Fund 
support and is something which the Council has argued for through its own policy position 
statement and through its partner organisations in influencing the debate. No details have yet been 
supplied by the European Commission, however, on the nature of the transition period. clarification 
is required as soon as possible on the length and type of this transition period and the resources 
available. 

It is important that regions losing status through any of the current Objectives of 1,2, and 5b should 
all be entitled to a consistent type of transition funding. It is also unclear whether areas receiving 
transitional funding will be able to benefit from funding under the new Objective 3 and whether 
regions currently only eligible for Community Initiative funding will be eligible for transitional 
funding. 



The relationship of eligible areas to the State Aid map also needs to be examined to ensure that 
the Structural Fund activities of eligible areas under the new Objectives 1 and 2 post 1999 is not 
unduly restrictive. At the moment, 47% of the EU population are benefiting from exemptions under 
the state aid legislation. In the UK these exemptions cover mainly all of the Objective 2 areas such 
as North Lanarkshire, but only parts of the Objective 1 and 5b areas which restricts some of the 
activity they can undertake within the Structural Funds. There are plans to reduce the current 47% 
down to 41.7% so it is extremely important that the necessary state aid exemptions cover all areas 
eligible under the next Objectives 1 and 2 so this reduction may not be feasible. the issue has both 
domestic and EU implications. Areas with no coverage currently by the Structural Funds must 
comply with State Aid regulations. 

Clarification requires to be sought on the mechanisms surrounding the proposed 10% reserve 
fund on programmes to ensure no regions are unduly penalised and exceptional circumstances are 
taken into account. Good track records of achievement to date in regions should also be taken into 
account in the initial allocations during 2000-2006. 

The institution of Economic and Monetary Union over this period could result in adverse effects to 
regions and may affect the UK whether it enters in the first phase of not. Currently there is no 
recognition in the Agenda 2000 proposals of the potential value in having funding available, 
possibly through the Community Initiatives, for helping regions who suffer as a result of EMU. 

As part of the budgetary element of Agenda 2000, simplification of the whole Structural Fund 
process is a key theme incorporating: 

0 

0 strengthening partnership 
0 greater financial accountability 
0 proposals for single regional plans 

simplification and streamlining of administrative systems 

It is still unclear how the EU would propose to progress and develop these ideas. The intention post 
1999 would be that for each eligible region there would be one integrated regional plan 
incorporating all funding elements for that area which could mean Objective 1, Objective 2, 
objective 3, and the Community Initiatives. Clarification is required on the definition of a regions 
for this purpose from the European Commission. 

5 Schedule of Key Events and Decisions 

The relevant timetable surrounding the decision making processes and opportunities to influence 
policy on the review of the Structural Funds is as follows: 

Winter 1997 European Commission Structural Funds Communication Document 
will be published and Member States will respond. European 
Parliament hearings will take place and an Opinion will be prepared. 

Spring/Summer 1998 European Commission will propose the draft Structural Funds 
regulations, and Member States will require to make a unanimous 
decision. The European Parliament will prepare an opinion but does 
not have co-decision making powers. The regulations are expected 
to be published during the UK Presidency of the European Union. 

January 2000 New programmes start. 



6 Proposed Next Steps for the Council 

There are three areas following the publication of the Agenda 2000 paper which require to be 
progressed: 

e 

e 

e 

As 

responding to the proposals contained within the Agenda 2000 paper generally 
influencing the European Commission in its preparation of the Structural Fund Communication 
Document which will be produced by the EU in September 1997 to ensure all points relating to 
North Lanarkshire are taken on board as far as possible 
influencing the relevant individuals and institutions after the publication of the Communication 
Document 

the decisions on Agenda 2000 are to be taken by the 15 Member State Governments at the 
European Council in Luxembourg and unanimity is required, the key debates will now take place 
within Member State Governments. It is therefore vital that North Lanarkshire influences the 
response of the UK Government and wherever possible the position of other Member States through 
the links it has already established and in conjunction with its partners. It is also important that the 
Council works closely with North Lanarkshire MPs, Ken Collins MEP, and Committee of the 
Regions representatives. 

7 Revised Policy Position Statement for the Council 

An initial policy statement on the review of the Structural Funds for the Council has already been 
considered by the Policy and Resources European Working Group and agreed by the Council. This 
has been used as an effective mandate to guide the engagement of the authority at official and 
political levels in influencing the review. 

It is proposed that this policy position now be revised, following the proposals in the Agenda 2000 
paper, to reflect the following: 

promotion of alternative indicators to determine eligibility of assisted areas such as employment 
change, and social difficulties, eg health 

specific reference to the transitional hnding arrangements being applied consistently across all 
areas losing eligibility be that from Objectives 1, 2, 3, or 5b, or purely Community Initiative 
eligibility 

recognition of the essential link between assisted area status and exemptions from the restrictive 
state aid regulations to ensure maximum impact of the Structural Funds and maximum 
flexibility for eligible areas post 1999 under the new Objectives 1 and 2 

the concept that the proposed single regional plans should reflect existing regional 
arrangements, ie a West of Scotland level plan 

concern regarding the proposal to retain a reserve fund from programmes to be withheld until 
effective management and spend can be demonstrated 

Community Initiative hnding should be used post 1999 to help regions adversely affected by 
Economic and Monetary Union 



Community Initiatives should form part of the transitional arrangements for regions losing 
eligibility for mainstream funding 

Revision of the policy statement in this way will allow the position of the council to be fed into the 
revised positions of organisations such as COSLA, the West of Scotland European Consortium, and 
CASTer, and guide engagement with MPs, MEPs, and Committee of the Regions members. 

The timescale is critical and to allow comments to be realistically taken on board revisions should 
be finalised by the end of September 1997 to allow maximum advocacy of the Council’s position. 

A revised policy statement is therefore attached to this report (Annexe 1). 

8 Recommendations 

It is recommended that the Working Group: 

Notes the contents of the report and recent events in relation to the review of the Structural 
Funds 

Approves the revised policy position statement of the Council on the review of the 
Structural Funds at Annexe 1 

Agrees that this policy statement be widely circulated and used as a means of briefing 
appropriate organisations and individuals at local, regional, national, and pan European 
levels 

Agrees that the Council’s engagement and influence in relation to the review continue to be 
progressed both prior to and after the publication of the European Commission 
Communication Document on the Structural Funds 

Agrees to consider further update reports on the review of the Structural Funds as 
appropriate 

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



Annexe 1 


