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1 .O Purpose of the Report 

1.1 The purpose of this report is to update members of the Working Group on progress 
regarding the review of the Structural Funds, the ongoing process of influencing the 
arrangements for their operation after 1999 and the Council’s recent activities promoting the 
North Lanarkshire case highlighting :- 

0 the key issues emerging from an analysis of current proposals and their implications 
0 specific issues concerning eligibility and the designation of Objective 2 areas 

the revised timescale for the review of the Structural Funds and the continuing need to 
focus effort aimed at ensuring north Lanarkshire’s continuing eligibility. 

2.0 The Review of the Structural Funds 

2.1 As members are aware from previous reports, current Structural Fund programmes 
throughout the European Union close on 31 December 1999. The European Union has 
undertaken a review of the Fund and is formulating proposals for its operation post 1999. 

2.2 As the West of Scotland area has received €70-€80m per annum of European grant 
assistance from the Structural Fund over the last decade, the review is of major importance to 
the Council. Since 1996 the North Lanarkshire area has attracted over f50M of European 
funding. Structural Funds are a major source of external funding to support economic 
development by the authority and its partner organisations. 

3.0 Overall Proposals - Background 

3.1 Agenda 2000 set out the Commission’s views on the review. It estimated that the 
Structural and Cohesion Funds in the present 15 Member States will cost 230 billion ECU with 
45 billion ECU to be allocated to new Member States and pre-accession countries. 

c 
3.2 In order to improve the administration of the Funds, the Commission proposed :- 

reducing the number of Policy Objectives from 7 to 3 
restricting the Community lnitiatives to 3 subject areas 
focusing the coverage of the geographically targeted elements of the funds 
(areas currently eligible to access Structural Funds would be reduced from 51 % to 38% of 
the existing European Union population) 

The suggested reforms aimed to make the Structural Fund more effective, achieve better 
value for money and simplify administrative procedures. 

3.3 Areas losing eligibility for Objectives 1 and 2 would enter a transition period during which 
European funding assistance would progressively reduce. The original Commission proposal 
was for a period of 7 years between 2000-2006 for Objective 1 areas and 3 years for 
Objective 2 areas. Recent indications are that the transition period for former Objective 2 
areas will be 4 years. 
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Area % of European Union Population 

1 Industrial 10 
2 Rural 5 

4.0 Eligibility - EU Objectives 

5 

4.1 North Lanarkshire Council currently benefits from access to :- 

Objective 2 funding as an area in industrial decline 
Objective 3 which gives EU wide support for the unemployed and socially excluded 
Objective 4 which is for EU wide retraining of existing workers and has only recently become 

available for the 1997-1 999 programming period 

The authority also accesses funding under the:- 

Rechar Community Initiative for the regeneration of ex-coalmining areas and respectively. 
Resider Community Initiative for the regeneration of ex-steel areas 

4.2 The revised objectives suggested in Agenda 2000 included :- 

Objective I (20 % of Structural Funds) to be targeted on areas lagging behind and for which 
only Highlands and Islands in Scotland is currently eligible. The Commission propose strict 
application of a criterion based on per capita GDP of below 75% of the EU average. This does 
not affect North Lanarkshire although the continuing designation of the Highlands may be in 
doubt. 

objective 2 (1 8 % of Structural Funds) The Commission plans to pursue four strands of 
activity under this Objective, divided into industrial, rural, urban, and fishing areas. Coverage 
of each will be as follows :- 

3 I Urban 1 2  
4 I Fisheries 1 1  

4.3 The model proposal, set against the background of the enlargement of the European 
Union effectively means that the distribution of the available funds will significantly reduce 
access across the existing Union. There will be winners and losers. The main area of concern 
in this competitive arena is to direct attention and effort to ensure North Lanarkshire remains 
eligible to access European Funds after 1999. 

5.0 Eligibility - Criteria 

5.1 There are serious concerns surrounding the Commission's detailed eligibility proposals 
published in March of this year. The concerns relate to the application of three criteria 
suggested by the Commission. Eligible areas would require to demonstrate :- 

above average levels of unemployment over the 1995-1 997 period 
a greater than EU average dependence on industrial employment in any year from 1985 
a loss of industrial employment since the reference year. 

5.2 It is proposed that designation be based on NUTS I l l  (European statistical areas) as 
currently proposed by the Scottish Office and the Office of National Statistics (ONS). NUTS I l l  
areas equate to the new unitary authority areas, or aggregations in the case of smaller local 
authorities. Although the criteria applied are identical to those currently in operation, the 
reference year has been rolled foward from 1975 to 1985.. 

5.3 It is proposed that, at European Union level, half the areas would be identified with 
reference to these criteria, with the remainder being chosen at Member State level. These 
proposals may change as they will be subject to scrutiny by other European Institutions 
including Member State governments, the European Parliament, and the Committee of the 
Regions. 
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NUTS Ill Area 

5.4 A number of issues have emerged from closer examination of the proposal. 

I) Local Authorities have not been consulted on the composition of NUTS Ill statistical areas 
although the boundaries have been under review for some time. 

Criterion 1 Criterion 2 Criterion 3 Overall 

Above average Above average Decline in 
unemployment share of industrial 

Eligibility 

industrial employment YES or NO c- 

ii)’ Although it is premature to draw definitive conclusions regarding eligibility, independent 
research undertaken by the Strathclyde Labour Market Information Service (SLIMS) has 
applied the three proposed eligibility criteria to the West of Scotland. The findings are 
summarised in Appendix 1. 

The following table applies the criteria to the eight NUTS Ill Areas in the West of Scotland 

Totals 8 3 eligible 4 eligible 7 eligible 1 eligible 
Source SLIMS 1998 

The criteria were also applied to the 12 Unitary Authorities in the West of Scotland 
with the result that indicated only three authorities would achieve overall eligibility status 

North Lanarkshire 
East Ayrshire and 
West Dunbartonshire (Appendix 1) 

The key conclusions are :- 

Only North Lanarkshire would qualify under the industrial strand for the new Objective 2 
Glasgow would fail the eligibility test despite its high unemployment as it would ‘fail’ the 
dependence on industrial employment criterion. 

5.5 Whilst this appears to offer North Lanarkshire an advantage relative to all other authorities 
in the West of Scotland, the picture is not quite as straightforward. If the European Union 
determines its financial allocations to Member states based on the application of its proposed 
eligibility criteria at NUTS Ill level, the United Kingdom would receive its ‘share’ of Objective 2 
funding based on the aggregate of a limited number of small geographically specific areas 
throughout the UK such as North Lanarkshire. This would severely limit the UK‘s share of the 
fund. 

5.6 The designation of all eligible areas in the United Kingdom will fall to the government to 
determine, perhaps using very different criteria. Limited national resources, determined at the 
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NUTS I l l  level will require to be spread thinly across wider areas. For example, it is unlikely 
that, in the West of Scotland, only North Lanarkshire would be designated. 

5.7 The SLIMS research indicated that, if the same eligibility criteria were applied to the whole 
of the West of Scotland then the entire area would be deemed eligible to access Objective 2 
funding, albeit by a very small margin, An allocation to the UK based on the 2.2M population 
in the West of Scotland and similar ‘eligible’ regions, as opposed to NUTS I l l  areas, would be 
significantly higher for the nation than it would be for an amalgam of areas such as North 
Lanarkshire. The overall implications of the SLIMS analysis are shown in map form in 
Appendix 2 

5.8 In the West of Scotland, unemployment lies slightly above the EU average and could fall 
still further. The base dates for data being used to assess eligibility enables the West of 
Scotland to be eligible . Any delay in the decision making process could result in the 
application of more recent statistics which could be damaging for the West of Scotland and 
could result in even North Lanarkshire failing to qualify. The area could be deemed ineligible. 

5.9 Whilst it is not correct to assume that reducing unemployment indicates economic 
success, for the purpose of determining eligibility there could be problems using more up-to- 
date statistics.. There are other indicators which clearly demonstrate that the West of Scotland 
economy is still weak, for example its falling GDP and stagnant levels of employment. In 
addition, the long term effect of industrial decline has an impact on a wide range of socio- 
economic variables in addition to unemployment such as poverty, social exclusion, and poor 
general standards of health. 

5.1 0 The West of Scotland’s particular characteristics include high levels of dependence on 
income support and higher mortality rates than elsewhere in Scotland, the UK and mainland 
Europe. It is ironic that the UK is currently the fourth poorest Member State of the European 
Union but on the proposed NUTS I l l  criteria could stand to lose a substantial amount of 
funding as a result of the application of the criteria as proposed by the EU. 

5.1 1 The .above analysis, in particular the case for an alternative to the NUTS Ill approach, 
was presented to Calum McDonald by WOSEC at a meeting on 1st. June 1998.The Minister 
was particularly responsive to the briefing and appeared more than willing to take the matter 
up at Scottish Office and national levels. 

5.12 At the WOSEC Conference a week later, which was timed to coincide with a two day 
meeting of European Union Ministers in Glasgow, Councillor McGuigan drew attention to the 
analysis of the consequences of applying the eligibility criteria at NUTS Ill level and raised 
serious concerns about the impact the proposals could have. Outlining the cyclical nature of 
economic problems in the West of Scotland and the fact that the application of the criteria 
grossly under estimated the structural weaknesses which still exist in the region he urged the 
European Union to carefully reconsider its approach. 

5.13 European funding has had a major impact in the West of Scotland primarily because it 
has been applied strategically and resourced at a level that achieves benefits for all 
communities in the city region. The geographic units proposed at NUTS Ill level would cause 
a material and artificial split across established areas both at West of Scotland and 
conurbation level. This could have a divisive effect in the sense that the cohesion which 
presently exists could be damaged. The economic impact would be limited. It is doubtful that 
this would result. The prospect of Glasgow and all other districts in the surrounding area being 
unable to access European funding, with the exception of North Lanarkshire, is an unlikely 
outcome. It is more likely that the government would widen the eligible area, despite the fact 
that available funding would be limited. 

5.14 It is clear that a case has to be made to propose additional and alternative indicators 
which take account of other factors. 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, to an extent, already been made and 
promoted by the Council itself in its policy statements in relation to the review. 
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5.15 As the Structural Fund process moves to the designation of areas at European and 
national Government level, the Council will need to continue to promote a strong case to 
ensure its inclusion in the list of eligible areas. Work on eligibility is already being progressed 
by the Chief Executive’s Department and any specific inputs from the Working Group would 
be welcome. Whilst the authority is well placed to influence decisions at European and 
National levels through various networks, every opportunity should be seized to lobby and 
present the authority’s policy proposals. 

5.16 To date the Council has been active and influential in the review of the Structural Funds. 
Its first policy statement on the review was approved by this Working Group in April 1997 and 
updated in September 1997 in line with the Agenda 2000 proposals. Current issues 
surrounding eligibility have developed the process still further. Progressing European issues 
is still a priority as the opportunity exists to influence outcomes which will bring benefits top 
North Lanarkshire. 

5.17 The authority requires to :- 

0 Continue developing the case to ensure North Lanarkshire is eligible to access Structural 
Fundsupportbeyond1999 

0 Continue to work with the West of Scotland European Consortium promoting the West of 
Scotland case thereby maximising the allocation of funds to the Member State 

0 Continue to contribute to the work of the COSLA Structural Fund Task Group 

To promote the North Lanarkshire and West of Scotland case through RETl and CASTer 
and other appropriate means subject to the approval of this Committee 

0 Maximise the exposure and dissemination of the SLIMS research and studies undertaken 
by RETl 

6.0 Timetable 

6.1 When the European Commission published proposals for the review of Structural Funds in 
March of this year it indicated that it did not anticipate a decision would be taken on its 
proposals until late 1998 or early 1999. Decisions on the overall size of the EU budget will be 
made after the German Federal elections in September 1998. An indicative timetable for 
decision making in relation to the review is outlined below: 

6.2 There has already been substantial slippage in the timetable which means that there could 
again be a substantial hiatus between the old programmes finishing in December 1999 and 
the new ones starting on 1 January 2000. 

6.3 In 1994 and 1997 when the programmes were subject to less significant reviews 
significant delays were experienced. This causes a loss of momentum and projects designed 
to stimulate and improve the local economy of areas are delayed until European funding is 
available. It also disrupts forward planning and Budget processes within authorities. 

6.4 Whilst it had been hoped that a formal decision on the operation of the Funds would have 
been taken during the UK Presidency of the EU this was not possible. When the UK 
Government handed over the Presidency of the Union to Austria earlier this month it was 
announced that an agreement had been reached on a new timescale which would bring the 
review process to a conclusion in March 1999. This would mean that the timetable could be as 
follows :- 

0 

0 

Agenda 2000 proposals being approved by the Council of Ministers towards the end of 
1998 
The adoption of Regulations by the Council of Ministers and the European Parliament 
towards the end of 1998 
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Member States proposals for the designation of Objective 2 areas being submitted to the 
European Commission for consideration and negotiation early in 1999 
The Commission decision on designation being made in March 1999 
The preparation of the Objective 2 Programmes for submission by mid 1999 
The preparation of North Lanarkshire Council projects for submission to the programme 
( from the 2000/2001 Capital Programme) in the spring of 2000 

6. 6 This means that the original timescale has been accelerated, the benefit of which (to 
North Lanarkshire) would be that it would be unlikely that updated statistical information would 
be available to damage the eligibility debate. 

6.7 If the process is accelerated then it limits the authority’s opportunities to influence 
outcomes. A concerted effort is required to influence the activities of partner organisations and 
networks at Scottish, national and European levels timed to achieve the optimum results most 
favourable to North Lanarkshire. The primary means by which the Council seeks to influence 
decisions regarding the Structural Funds include :- 

active membership of COSLA’s European networks 

0 representation on the Alliance for Regional Aid, a UK lobby group 

North Lanarkshire’s role as the ‘lead’ authority in the West of Scotland European 
Consortium, chaired by the Council Leader who is also :- 

the United Kingdom’s lead representative on RETI, a pan European economic 
association of industrial regions 

CASTer, a pan European association of existing and former steel producing areas. 

Recommendations 

It is recommended that the Working Group: - 
(i) Notes the contents of the report and the current position regarding the review of 

the Structural Funds and the involvement of the Council to date 

(ii) Notes the action taken to influence the eligibility criteria proposed to be applied and 
the level of their application 

(iii) Authorises continued action through existing networks to secure Structural Fund eligibility 
for North Lanarkshire beyond 1999 

June 1998 . \ - .  

Local Government Access to Information Act 
For further Information please contact Alex Gardiner on extension 2231 
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UPDATE ON THE REVIEW OF THE STRUCTURAL FUNDS APPENDIX I 
SLIMS ANALYSIS OF THE ELIGIBILITY CRITERIA APPLIED TO THE WEST OF SCOTLAND 

JUNE 1998 



Above average 
unemployment 

Unitary Authority 

Argyll & Bute 
East Ayrshire 
East Dunbartonshire 
East Renfrewshire 
Glasgow - 
lnverclyde 
North Ayrshire 
North Lanarkshire 
Renfrewshire 
South Ayrshire 
South Lanarkshire 
West Dunbartonshire 

Proposed NUTS 111 Area 

Argyll & Bute 
Dun barto nsh ire 
East & North Ayrshire 
Glasgow 
North Lanarkshire 
Renfrewshire 
South Ayrshire 
South Lanarkshire 

,EC Area 

Ayrshire 
Dun bartons hire 
Glasgow 
Lanarkshire 
Renfrewshire 

itructure Plan Area 

Argyll 
Ayrshire 
Glasgow 8 the Clyde 

Valley 

Vest of Scotland 

N 
Y 
N 
N 
Y 
N 
N 
Y 
N 
Y 
N 
Y 

N 
N 
N 
Y 
Y 
N 
Y 
N 

N 
N 
Y 

Y 

Above average 
share of 

industrial 
employment 

N 
Y 
N 
Y 
N 
Y 
Y 
Y 
Y 
N 
Y 
Y 

N 
N 
Y 
N 
Y 
Y 
N 
Y 

Y 
N 
N 
Y 
Y 

N 
Y 
Y 

Y 

Decline in 
industrial 

employment 

Y 
Y 
Y 
Y 
Y 
Y 
Y 
Y 
Y 
N 
Y 
Y 

Y 
Y 
Y 
Y 
Y 
Y 
N 
Y 

Y 
Y 
Y 
Y 
Y 

Y 
Y 
Y 

Y 

Overall 
eligibility 

status 

N 
Y 
N 
N 
N 
N 
N 
Y 
N 
N 
N 
Y 

N 
N 
N 
N 
Y 
N 
N 
N 

N 
N 
N 
N 
N -  

N 
N 
Y 

Y 

The New Structural Funds 24 SUMS 
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UPDATE ON THE REVIEW OF THE STRUCTURAL FUNDS APPENDIX 2 
MAP OF POST 1999 EU ELIGIBILITY- UNITARY AUTHORITIES IN THE WEST OF SCOTLAND 

JUNE 1998 



10 



11 



12 



f 
13 

\ 

c 

1
 




