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1 Purpose of the Report 

The purpose of this report is to update Members of the Working Group on progress 
regarding the review of the Structural Funds, anticipated arrangements post 1999, and 
the Council’s recent activities in terms of promotion of the North Lanarkshire case. 

2 Background 

2.1 Rationale for the Review 

As members will be aware from previous reports, as part of the budgetary negotiations 
regarding the Structural Funds in 1992 at the signing of the Maastricht Treaty, it was 
agreed that all current programmes throughout the European Union would close on 3 1 
December 1999. This has therefore provided an opportunity for the institutions of the 
European Union to undertake a hndamental review leading up to this deadline. 

The West of Scotland area has been a significant beneficiary of the Structural Funds 
receiving some S800m of grant in the period 1998-1999. North Lanarkshire Council 
itself benefited from S24m in 1996. Approvals of projects in which the Council is a 
partner since June 1997, and the commencement of the 1997-1999 programmes have, 
in addition, totalled approximately S48m resulting in nearly S4m of grant to the 
Council to date. An additional S15m worth of projects are currently awaiting 
approval. Further details of income from European funds to the authority are 
contained in a separate report to this Working Group. 

The review is therefore a major issue for the Council and the authority is playing an 
active role in influencing the key policy issues surrounding the associated debate both 
alone and through other organisations such as the West of Scotland European 
Consortium, COSLA, the CASTer and RETI pan European networks, and the national 
Alliance for Regional Aid. 

2.2 Agenda 2000 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. This was the subject of a detailed 
report to this Working Group on 16 September 1997. 



In summary, the Commission proposes in Agenda 2000 that the Structural and 
Cohesion Funds in the present 15 Member States will cost 230 billion ECU with 45 
billion ECU for new Member States and pre-accession countries, amounting in total to 
over 0.46% of EU GNP by 2006. 

In order to improve the administration of the Funds, the Commission propose 
reducing the number of policy Objectives within which the Funds are distributed from 
7 to 3, and restricting the Community Initiatives to 3 subject areas. North Lanarkshire 
Council currently benefits in the main from Objective 2 funding as an area in 
industrial decline, Objective 3 which gives EU wide support for the unemployed and 
socially excluded, and Objective 4 potentially which is for EU wide retraining of 
existing workers but is not yet available for the 1997-1999 programming period. The 
authority also accesses funding under the Rechar and Resider Community Initiatives 
for the regeneration of ex-coalmining and ex-steel areas respectively. 

The Commission is proposing increased concentration reducing the coverage of the 
geographically targeted elements of the funds, such as Objective 2, from about half of 
the EU population to around 40%. 

The Funds must be reformed to make them more effective and also to provide better 
value for money. The associated procedures are in urgent need of substantial 
simplification and the prospect of the enlargement of the EU to include Central and 
Eastern European countries makes reform vital in any event. The UK Government are 
anxious in addition that the principles of the Funds become fairness, affordability and 
durability, with improved overall administration. 

2.3 Criteria for the New Objectives 

For the new Objective 1 which is targeted on areas lagging behind and for which only 
Highlands and Islands in Scotland currently have eligibility, the Commission propose 
strict application of a criterion based on per capita GDP of below 75% of the EU 
average. For the new Objective 2, the Commission plans an unemployment based 
criterion, with four strands of funding divided into industrial, rural, urban, and fishing 
areas. North Lanarkshire and the West of Scotland area are lobbying to maintain 
eligibility under the industrial strand of this policy objective. The proposals state that 
the new Objective 2 areas will be determined partly on an EU-wide basis and partly 
on the basis of nationalhegional indicators. The proposed new Objective 3 replaces 
the current Objectives 3 and 4 and the Commission are suggesting that it apply only in 
those EU areas not covered by the new Objectives 1 and 2. 

Areas losing eligibility for Objectives 1 and 2 will go into transition, the original 
Commission proposals for which were the full 7 years between 2000-2006 for 
Objective 1 areas and 3 year for Objective 2 areas. 



3 Recent Developments 

The European Council meeting in Luxembourg which took place on 12/13 December 
1997 made little substantive progress in terms of agreement of the Agenda 2000 
package. It is now considered unlikely that final decisions on the overall size of the 
EU budget will be made before the German federal elections in September 1998. 
Work has, however, continued within the European Commission at a technical level in 
terms of translating the Agenda 2000 proposals for the operation of the Structural 
Funds after 1999 into legal form. This has manifested itself in informal drafts of a 
new general regulation for the funds. 

North Lanarkshire Council’s Chief Executive’s Department has been analysing the 
regulations in detail and the European Co-ordination Officer has been part of a three 
person team which, in conjunction with COSLA, will feed amendments for the 
regulations to MEPs to ensure that all opportunities to obtain maximum coverage of 
the Funds are taken up. The proposed amendments will also be fed into the Scottish 
and UK positions through the Scottish Office and the Department of Trade and 
Industry. It is likely therefore that the regulations will be subject to substantial 
amendment prior to formal publication by the Commission. 

The main differences between the original Agenda 2000 proposals and the subsequent 
drafts of the regulations which affect the North Lanarkshire area have been an 
extension of the proposed transition period for Objective 2 areas losing eligibility 
from 3 years to 4 years and the total exclusion of Community Initiatives such as 
Rechar and Resider. As this is an issue which could impact considerably on North 
Lanarkshire, the Council is working in conjunction with the RETI and CASTer pan 
European networks to promote an all-encompassing fourth Community Initiative for 
post 1999. Called RESTRUCT, this initiative would address the industrial 
restructuring of areas suffering from decline of traditional industries including steel 
and coal such as North Lanarkshire and the West of Scotland generally. 

4 Timetable for Decision Making on the Review 

An indicative timetable for decision making in relation to the review is outlined 
below: 

18 March 1998 European Commission adopts Structural Fund Regulations 

September 1 99 8 German federal elections 

end 1998 Agenda 2000 proposals adopted by the Council of Ministers 

End 1998/Early 1999 Council of Ministers and European Parliament adopt 
regulations 

End 1998/Early 1999 Decision on Objective 1 areas 

Early-Mid 1999 Member States propose Objective 2 areas for designation to the 
European Commission for consideration and negotiation 



Late 1999 Objective 1 programmes approved 

Late 1999 Objective 2 areas agreed 

Late 1999-Mid 2000? Objective 2 programmes agreed 

As can be seen from the above there has already been substantial slippage in the 
timetable which means that there could be a substantial hiatus between the old 
programmes finishing and the new ones starting as they are due to commence on 1 
January 2000. This happened previously in 1994 and 1997 when the programmes 
were subject to less significant reviews. This can lead to good quality projects not 
getting funded because retrospection is not applied sufficiently once the programmes 
do start to allow them to still be considered and funded. It also means that 
organisations are unable to access a substantial source of funding in terms of 
supporting their economic and social regeneration strategies for a considerable length 
of time. 

It is becoming clear, however, that no formal decisions on the operation of the Funds 
post 1999 will be taken during the UK Presidency of the EU which began on 1 
January 1998 and continues until 30 June 1998. This could potentially have been an 
ideal opportunity for the UK to influence the way the debate would ultimately go. 

5 Eligibility Criteria 

5.1 Proposed Criteria 

The main area of contention in terms of the new funds is the designation of areas and 
the criteria used to designate these areas. This is particularly relevant to North 
Lanarkshire as the West of Scotland or at least parts of it would need to be eligible 
under the new Objective 2 in order for the authority to continue to benefit from the 
funds to the extent it has in the past. 

For the industrial strand of the new Objective 2 which is the one under which the 
authority would require eligibility, the designation will be based on NUTS I11 
statistical areas which equate almost exactly to the new unitary authority areas. These 
areas would require to have: 

0 above average levels of unemployment over the 1995- 1997 period 
0 a greater than EU average dependence on industrial employment in any year from 

1985 
0 a loss of industrial employment since the reference year. 

These criteria are identical to those currently in operation except that the reference 
year has been rolled forward from 1975 to 1985. It is proposed that, at EU level, half 
the areas would be identified with reference to these criteria, with the remainder being 
chosen at Member State level. These proposals may yet change and will be subject to 
scrutiny by the other European Institutions including Member State governments, the 
European Parliament, and the Committee of the Regions. 



There are issues for North Lanarkshire and the wider West of Scotland area in the 
criteria being proposed as the main one relates to unemployment 

5.2 Key Issues 

In the West of Scotland, the unemployment levels lie currently only slightly above the 
EU average and could fall still further It would not, however, be correct to assume 
that this indicates economic success in an area. There are other indicators which 
indicate that the West of Scotland economy is still weak, for example its falling GDP 
and stagnant levels of employment. In addition, the long-term effects of industrial 
decline has an impact on a wide range of socio-economic variables in addition to 
unemployment such as poverty, social exclusion, and even standards of health. 

In the West of Scotland, a particular legacy has been far higher levels of dependence 
on income support and higher mortality rates than elsewhere in both Scotland and the 
UK. It is contradictory that the UK is currently the fourth poorest Member State but 
on the current proposed criteria could still lose a substantial amount of funding as a 
result of the review. It therefore becomes clear that a case has to be made to propose 
additional and alternative indicators which take account of these other factors. 

In recent press articles and the Government’s own position paper on the Structural 
Funds, the same points are made. A range of indicators need to be used which take a 
long-term perspective and the areas identified for support should be of a sufficient size 
to enable a strategic perspective to be taken. 

These points have also been made and promoted by the Council itself in its policy 
statements, agreed by this Working Group, in relation to the review. The West of 
Scotland position paper also raised these same issues. 

The Consortium has now produced a brochure which will be used for lobbying on 
these points of principle, a copy of which is attached at Annexe 1. It is appropriate at 
this time that the Council raises these issues within a West of Scotland context. As 
the debate moves to designation of areas at unitary authority level, the Council will 
need to ensure it states a strong case to ensure its inclusion in the list of eligible areas 
which will be drawn up by the Scottish Office. Work on this case is already being 
progressed by the Chief Executive’s Department. 

6 Proposed Action for North Lanarkshire 

The Council has been active and influential in the review of the Structural Funds since 
its commencement and had its own original policy statement on the review approved 
by this Working Group in April 1997 and updated in September 1997 in line with the 
Agenda 2000 proposals. This policy statement was issued to a wide variety of 
individuals and agencies including MPs and MEPs and was also featured in the 
Council’s European newsletter, Europe Matters which is widely distributed. 

The issues surrounding the review have now developed further and there is therefore a 
need to continue to progress the work of the authority in this regard. A proposed short 
term action plan is outlined below which Members are requested to agree. 



The key action, as stated in paragraph 5.2, will be the preparation and agreement of 
the North Lanarkshire case. This will be placed before the next meeting of the 
Working Group for consideration with proposals for its successful advocacy. The 
main action required to be taken by the authority at this time, therefore, is as follows: 

Ongoing development of a case for North Lanarkshire to use at the appropriate 
time to promote the continuing need for Structural Fund support 

Continue to work with the West of Scotland European Consortium promoting the 
West of Scotland case 

Continue to contribute to the work of the COSLA Structural Fund Task Group and 
current review of the Structural Fund regulations 

Progress the Strategic Forum proposed by the CASTer network as a high profile 
EU level event which can promote the North Lanarkshire and West of Scotland 
case (subject of a separate report to this Working Group) 

Work with the RETI organisation in relation to studies which it is currently 
undertaking which examine opportunities and challenges in relation to the review 
of the Structural Funds and enlargement and the promotion of the RESTRUCT 
initiative 

Present a proposal to the next meeting of the Working Group for consideration as 
the authority’s case for retention of Objective 2 status post 1999 seeking inclusion 
of North Lanarkshire in the Scottish/UK lists of new Objective 2 areas to be passed 
to the European Commission. Consideration of these issues at the next Working 
Group will allow the North Lanarkshire case to reflect the contents of the 
regulations due to come out on 18 March 1998, and to incorporate generally any 
relevant shifts in the debate thereafter. 



7 Recommendations 

It is recommended that the Working Group: - 

(i) Notes the contents of the report and the current involvement of the Council in 
relation to the review of the Structural Funds 

(ii) Agrees to the Council undertaking the proposed actions outlined at paragraph 
6 

(iii) Notes that a report proposing a North Lanarkshire case for continued 
designation as an Objective 2 area will be presented to the next meeting of the 
Working Group for consideration 

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





INTRODUCTION 
As an area undergoin industrial 

restructuring, the West ofScotland has 
benefitted from some d8OOm of European 
Structural Funds in the period 1988-1999. 
Much has been achieved, including substantial 
improvements to the region’s endowment of 
basic economic infrastructure plus the creation 
of several thousand new jobs and several 
hundred newprms, but much remains to be 
done to complete the restructuring task. 

Afer I999 the basis for allocating Structural 
Funds around the European Union will be 
substantially altered and rightly so to reflect the 
pattern of economic chan e and the challenges 
presented by the process ofEconomic and 
Moneta y Union, together with the prospective 
enlargement of the European Union. However, 
the Commission’s current proposals would mean 
that the West of Scotland, one of the most 
deprived areas of the m, and many similar 
areas, could lose eligibility for further Structural 
Fund support. 

This paper proposes an alternative approach 
to the allocation of Structural Funds and the use 
of a broad range of socio-economic indicators to 
define eligible areas. An approach which would 
meet both the Commission’s own objectives and 
ensure that the most deprived areas within the 
European Union are properly recognised. 

AGENDA 2000 - 
THE COMMISSION’S PROP0SAI;S 

In the ‘ilgenda 2000” document, the 
European Commission proposes that the number 
of Structural Fund Objectives be reduced from 
the present seven to three. Two of these objectives 
would be “territorial” and the third “horizontal” 
i.e. available throughout the EU. This third 
objective would cover certain types of vocational 
training and human resource development 
measures. 

In respect of the “new” Objective One no 
changes are roposed to identify eligible regions. 
These woul B be regions with an income (as 
measured by Gross Domestic Product - 
GDPhead) of less than 75% of the EC‘average. 
The Agenda 2000 document proposes that this 
threshold be strictly applied. This could 
adversely affect the possibility of the Hi hlands G 
Islands securing Objective One statusjr the 
2000-200Gperiod. Future submissions will be 
made on this issue. 

No definite proposals are made concerning 
the “new” Objective Two which would cover 
both fragile industrial and rural areas. 
Reference is made to factors such as 
unemployment, employment change and the 
degree of social exclusion. Clearly the debate 
about indicators to be used in the identification 
of Objective Two areas is of critical importance 
and there are a number ofpoints that need to be 
made. 

KEY ISSUES 
FistZy, it is essential that a long-term 

perspective is taken when comparing the 
comparative economic pe@ormance of 
European regions. Structural Fund interventions 
are intended to address long-term economic 
weaknesses and it is therefore logical that the 
distribution of Structural Fund resources should 
not be unduly influenced by cyclical 
fluctuations in economic performance. 

Secondly, it is important to ensure that a 
range of relevant indicators are used to assess 
the needs of potential Objective Two regions. 
Over concentration on one indicator, such as 
unemployment levels. r i s k  misallocating the 
limited resources likely to be available under 
Objective Two. In the West of Scotland, for 
example, unemployment levels have indeed 
fallen to lie on& slightly above the EL: average, 
but it would not be correct to assume that this 
indicates economic success. The continuing 
weakness of the West of Scotland economy is 
illustrated by its falling relative GDP and 
stagnant levels of employment. A significant 
component of the recent all in registered 

participation in the labour market caused y the 
perceived lack ofjob opportunities and out- 
migration from the region. 

effects of industrial restructuring, the West of 
Scotland has extensive experience in tacklin 

it has become clear that a comprehensive 
approach is required since industrial decline 
has a n  impact on a range of socio-economic 
variables, in addition to the obvious indicators 
such as unemployment and employment. Levels 
of overty, social exclusion and even standards 
odealth within a region are clearly influenced 
by its economic peflormance and account 
should therefore be taken of these factors in 
deterininin Objective Two areas. For example 

West of Scotland has been far  higher levels of 
dependence on income support and higher 
mortality rates than elsewhere in both Scotland 
and the LIX. 

Finally, a strategic approach needs to be 
taken if the process of economic modernisation 
is to be sustainable. Regional development 
programmes have to integrate the needs and 
aspirations of its most deprived communities 
with the available opportunities forproviding 
employment. It would be a mistake solely to 
focus resources on the areas of reatest need 

sustainability in an  increasingly competitive 
economic environment. 

d unemployment rates is t d e discouragement rom 

As one of thefirstparts of the EUto suffer the 

the problems that this process causes. From t i is 

part of the f egacy of industrial decline in the 

within a region, since this wou f d notguarantee 
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