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UPDATE ON EUROPEAN POLICY AND FUNDING ISSUES 

Recommendation

The Board is asked to note the activities reported in this paper.

Background

Joint Europe Committee

1
European issues of relevance to the South East are monitored and actioned through the Joint SEEDA/Assembly Joint Europe Committee, which is made up of representatives from SEEDA, The Assembly and sub-regional and sectoral partners including Higher Education and Government Office.  The committee advises both SEEDA and the Assembly and is developing into a forum for discussion and agreement on regional positions on European policy.  Chaired by Liz Brighouse, it meets formally 4 times a year in the UK but also has regular meetings with MEPs in Brussels.

European Strategy

2
The Strategy was consulted upon and then published at the end of 2000 and covers the period until 2006.  A number of priority actions were identified from the Strategy and are currently being undertaken, led in the main by local authority European officers.  A review of the strategy and actions is currently underway with the aim of refocusing the work on the regional priorities identified in the latest RES.

South East England House

3  SEEDA and the Assembly facilitated the establishment, in 2000, of South East      England House.  It is a co-location of a number of already existing sub-regional offices, some of which (Kent, Hampshire, West Sussex) have been active on the Brussels scene since the early 1990s.  Although a co-location of separate and distinct offices, the officers work closely together increasingly sharing information and responsibilities.  Facilitated by SEEDA, who holds the lease on behalf of the partnership, management is overseen by the South East England House Partnership Group in the UK.  The five partnerships are: 

· Kent

· Hampshire, West Sussex and Isle of Wight

· Surrey and East Sussex

· Thames Valley

· SEEDA and the Assembly

4   SEEDA and the Assembly have a joint post – the Regional Policy Officer – BarryWheatley, whose secondment from Oxford Brookes University is due to end in February 2004.  Both SEEDA and the Assembly have concluded that the post needs a higher profile and more support if we are to achieve our joint objectives of regional representation, policy influence and better linkages with other likeminded European regions. We shall therefore be appointing a new person with the title of Regional Representative.                

5  The European Union is of increasing importance to the South East, offering opportunities for trade, partnership and sharing of best practice.  In addition businesses and organisations face increasing pressure from EU legislation, particularly in the environmental sector.  Competition policy and measures to complete the Single Market also affect the way we do business. The Lisbon and Gothenburg Agendas are in complete resonance with those set out in the South East’s Regional Economic Strategy.  The Lisbon Agenda set a target for Europe to be the number one knowledge based economy in the world by 2010; the Gothenburg Agenda set down the principles of sustainable development.

6    The original Regional Economic Strategy made a commitment to 3 actions in terms of Europe: to establish a Joint Europe Committee, set up South East England House and write a European Strategy for the region.  These have all been achieved.

7   2004 offers a unique opportunity for the South East to regroup and to establish itself in Brussels as one of the leading regions within the EU.  Next year will see an additional ten member states joining the Union in May, elections of regional MEPs in June and a new European Commission in the Autumn.  2004 will be a year of change for the EU – a year when the South East can consolidate its position as a leading influential prosperous region.

Current issues – Policy influence

Structural Funds post 2006

8    The current European funding framework for Structural Funds ends in 2006 and the Commission’s Directorate General for Regional Policy and member states (and regions) have been engaged for the last 18 months in discussions on the future shape of EU support.  The third Cohesion Report is due to be published in January together with the Financial Perspectives which will set out the Commission’s thinking on future Structural Funds and set the budget.  This then has to be agreed by the European Parliament and the Council of Ministers of the EU. 

9   The UK Government had lobbied for a different approach to regional funding which involved separating policy from funding and distinguishing between prosperous countries (most of the present EU 15) and the newly acceded countries of central and eastern Europe.  Although the UK rather isolated itself with this radical approach, it has influenced the Commission’s thinking on funding.   As discussed by the Board earlier this year, the joint RDA position is to support the Government’s proposals on a “repatriation” approach to regional funding while remaining cautious on the full implications to regional partners.  

CAP

10 The Common Agricultural Policy is also undergoing change (although not as radical as the UK would like) with a shift away from production based subsidies/guarantee schemes towards direct payments to support farmers to diversify and maintain environmental and animal welfare standards.  CAP still represents 43% of European Union budget.  A significant fraction of this is dedicated to Rural Development issues.  Whereas the changes in subsidies/guarantees have been, more or less, agreed there are still issues to be addressed in the areas of Rural Development which will have an impact on the South East.

Enlargement

11   Ten new countries will be acceding to the EU in May next year: Czech Republic, Slovakia, Slovenia, Estonia, Latvia, Lithuania, Poland, Hungary, Malta and Cyprus.  Bulgaria and Romania will follow in 2007 and Turkey and Croatia have joined the queue.

12  SEEDA has just completed an initial piece of research into the opportunities for trade in these new countries; the research identified 4 sectors as having particular opportunities – construction, environmental technologies, the healthcare sector and ICT companies.  Work is under way to involve the Sector Groups in taking these findings forward and in exploiting opportunities to fill skills gaps through placements of overseas students with relevant degrees into companies with recruitment problems.

State Aid Rules

13  The EU is striving to reduce the amount of state aid that Member States use to support their business communities, with the overall aim of reducing any distortion of marketplaces to the minimum.  The UK has the lowest level of State Aid in the EU at 0.66% of GDP with an EU average of 0.99%.  

14  As the EU moves towards tighter and tighter control of state aid it is vital that the other member States converge with the UK.  In order to achieve this, as well as tightening up control, the Commission needs to:

· Ensure that the complexity of the rules is reduced and simplified and hence made easier for delivery organisations to understand;

· Develop new tools to assist business support agencies in their decision making about state aids; 

· Develop specific measures to assist the delivery and implementation of EU wide policies such as innovation and entrepreneurship.

15   With simplification of the rules and better tools to assist decision making, agencies involved in supporting businesses will be free to develop more innovative approaches stimulating start-up rates and survival rates of SMEs. SEEDA is particularly keen to see the development of a block exemption for measures supporting entrepreneurship and is encouraging the European Commission and the UK government to look at the possibility of developing such an exemption.

Innovation, Entrepreneurship and Industrial Policy

15   The last twelve months has seen a review of the EU’s policies in this area with the development of policies in support of:

· large companies recognising the importance of retaining within Europe the wealth creation capabilities of such companies.

· Innovation with all sizes of companies but particularly in support of SMEs and knowledge based companies

· Entrepreneurship and the creation of a culture which will stimulate and encourage increased start-up rates and survival rates.

16   2004 will see the publication of action plans and programme frameworks to support these areas.  It is important that the South East plays a full and active role in ensuring that the European Commission builds upon the expertise and aspirations of the South East in these vital areas.

Funding from the EU

17  The EU is of course a source of funding though the South East is not in receipt of Objective 1 (regions with a GDP below 75% of EU average) or large amounts of Objective 2 (Areas in need of restructuring either industrial, agricultural or fishing).  This has led the region to be more innovative in its approach to funding sources.

18  The table below is derived from a recent ODMP piece of research undertaken by Nuffield College, Oxford.  The South East receives 40% of the England average, a large proportion of which is from the CAP.  Since these figures SEEDA has improved the situation with significant successes on Interreg, Innovative Actions and a very active ESF programme. SEEDA alone is drawing down £0.5m per capita per annum from ESF.

Per capita expenditure flows from the European Union to the English Regions, £

	
	NE
	NW
	YW
	EM
	WM
	SW
	E
	L
	SE
	England

	Net Contribution to the EU * (from Table 5.1)
	62.83
	62.83
	62.83
	62.83
	62.83
	62.83
	62.83
	62.83
	62.83
	62.83

	Identifiable ERDF expenditure 

	28.82
	22.97
	15.71
	8.03
	13.03
	6.46
	1.72
	2.28
	1.20
	9.65

	Identifiable ESF expenditure
	3.30
	6.31
	0.89
	1.05
	1.81
	0.54
	0.04
	0.28
	0.05
	5.02

	Identifiable CAP expenditure
	16.14
	18.53
	69.90
	73.90
	51.42
	44.10
	100.21
	0.40
	21.26
	41.14

	Total receipts from EU sources
	48.26
	47.81
	86.50
	82.98
	56.26
	51.10
	101.97
	2.96
	22.51
	55.81


* Net Contribution excludes overseas aid, and is after the UK “rebate” has been taken into account
19   Points to emerge include:

(1) The major significance of the CAP receipts in the regional ‘rankings’

(2) The large extent to which up to 2006 regions with Objective 1 or large Objective 2 programmes(North East, North West, Yorkshire & Humberside and to a lesser extent West Midlands) supplement their already favourable levels of RDA funding in support of economic development

Research and Development

20 The region is most successful of all British regions in terms of Research and Development funds, those from the EU Sixth Framework programme contributing to this. This success reflects not only the strength of the Universities and research establishments in the South East, but also the research interests of the business community. SEEDA is currently engaged on pulling together a response to the Office of Science and Technology on issues for the 7th Framework Programme. 

Innovative Actions

21  The region has also been successful in developing a £4million “Innovative Actions” programme which involves organisations from around the whole region in addressing the issues around innovation, sustainability and e-business in some of the most deprived wards in Thanet and Hastings.

Inter-regional Activity – Interreg 3A, B, C

22   Interreg is another programme where the South East is performing well and has or is developing projects in all three strands of the programme.  The region is one of the few areas in the UK with Interreg 3A cross border funding, covering East Sussex, Brighton and Hove, Kent and Medway with Seine, Somme Maritime, Nord and Pas de Calais departments.  The £68 million 6-year programme seeks to stimulate cross border integration through joint projects in a broad spectrum of activity.  To date the economic development priority is under spent. SEEDA is therefore working on a project with the Government Office and the Haute-Normandie region, which manages the programme, to bring forward more and better projects for funding.  In common with many other European programmes, the Franco-British one may lose some of its funding if it is not able to spend its annual budget.  The capacity building project seeks to minimise the risk of this next year.

23  SEEDA has recently been successful in bidding for inter regional funding for    transport projects under Interreg 3B to the tune of £10million for the SE, levering on match funding from ODPM of £290,000.  The two successful projects, Finesse and HST – Integration focus on assisting to deliver regional transport priorities within a wider economic and spatial planning context. Further details are found in the Europe Achievements leaflet.  

24  Under Interreg 3C SEEDA is working with the Assembly and the Environment Agency on a programme called GROW building on the work of the Global Regions initiative.  GROW is in very early stages of development with partners from Stockholm, Helsinki, Rhônes-Alpes, Prague, Flanders on a 3-year, €10m programme to share best practice on a number of issues facing prosperous regions from sustainable development through smart business to healthy working initiatives.  The South East is the lead region and we will be submitting our application in May 2004.

ESF Co-financing

25  SEEDA was successful earlier this year in securing a further £14 million in addition to the £5million original funding bid for skills development in the South East from the European Social Fund.  13 projects are under way with a further 11 to be negotiated in the coming months. The most recent specifications have objectives aimed at for example:

· upskilling older workers

· promoting diversity in the workforce 

· addressing skills shortages in Advanced Manufacturing 

Full details can be found in the Europe Achievements leaflet.

Annex 1

SEEDA’s European Team

Stella Bellem, Head of European Policy

Barry Wheatley, Head of SEEDA/Regional Assembly Brussels Office

Nathalie Bernardo, Support Officer, South East England House, Brussels

Margot Tomkinson, Assistant Policy Officer, Brussels

Pascale Waschnig, Europe and Culture Team Assistant

Zoe Gray, ESF Manager

Karen Johansen Berg, ESF Contract Executive

Charlotte Ayling, ESF Contract Executive

James Ruel, ESF Contract Executive

Michael Rescorle, ESF Contract Executive

Dorothy Grubler, ESF Team Assistant

� This relates to funds actually spent, not committed, in the year 2000-2001.  Total funds are much higher
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