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Purpose of this report





To update the Committee on the recent publication of the Government consultation paper on EU cohesion policy


To outline possible implications of the thinking in this consultation paper for the South East and 


To ask JEC whether they would consider putting forward a regional response before the July 4th deadline


Members should note that the UK Government will be holding a consultation meeting in the Region organised by GOSE on 15th April





The future of European regional policy





The debate about the future of European regional policy and the Structural Funds after 2006 is now in full swing. Following the dissemination of the South East position paper�, the UK government has now announced its own proposals in its consultation document (‘A modern regional policy for the United Kingdom’) published on 6th March. 





The paper makes radical proposals for the ‘repatriation’ of regional policy as part of a wider devolution of economic decision-making from the EU to the Member States and regions which should accompany reforms of the state aid regime, the European Investment Bank and the Common Agricultural Policy arguing that current Commission thinking on regional policy is not radical enough. 





Although the paper, perhaps legitimately, criticises the complex bureaucracy and decision-making processes of the Funds, budgetary issues and future discussions on UK contributions to the EU budget post-2006 lie behind the proposals. Large parts of the UK (and other EU15 states) will lose out on EU funding after enlargement and, although it would still contribute money towards Eastern Europe, the government would expect a reduction in its contribution if it no longer received regional assistance.





Broadly, the paper argues that a modern regional policy at both EU and Member State level must focus on improving the economic performance of every region by tackling market and social failures. Tackling these failures will require a local devolved approach requiring a modern system that is flexible, accountable and effective. This would also involve streamlining state aid so that state aid rules accommodate clearly defined market failures. 





The paper proposes an ‘EU Framework for Devolved Regional Policy’ which is based on an effective, sustainable and affordable EU regional policy which supports and adds value to Member States particularly through devolving decision making and actively supporting the Lisbon agenda� of higher productivity and employment. 





The paper argues that the role of the EU would be limited to:





coordinating EU policies with reference to state aids, a reformed CAP and Common Fisheries Policy and to provide broad guidelines for national policies to support the EU’s economic goals e.g. the Lisbon agenda;


assisting Member States which do not institutional structures and financial strength to fully develop their own decentralised regional policies (e.g. less than 90% of EU GNP per capita);


exchanging best practice.





For more prosperous Member States (+90% of the average EU GNP per capita – after enlargement this would probably mean most of the EU15 ) this would mean that:





regional policy would be funded domestically with greater freedom to deliver according to domestic priorities. Regional assistance in Member States with would be funded domestically with a possible transition period; 


the UK Government would commit sufficient resources to continue to be able to promote regional productivity and employment from increased domestic spending on regional policy, targeted at areas of high unemployment and low GDP and would guarantee that UK regions would receive a level of resources which ensures they do not lose out from the UK’s proposed reforms of Structural Funds reform;


there could also be a continuing role for EU financial support for small EU added-value cross-border initiatives, in addition to the general expectation of cross-border cooperation e.g. current transnational initiatives such as INTERREG, EQUAL. 





The consultation paper provides little detail on how the EU Framework would be implemented in England but it would be managed within a framework in which:


  


clear long term goals were set by the Government;


service deliverers would have maximum local discretion and flexibility to innovate and respond to local conditions;


independent and effective arrangements for audit and inspection and transparency about what is being achieved;


strategic planning and decision-making would be devolved to elected regional bodies and decentralised as far as possible.








Possible implications for the South East





Whilst the final decision on the 2007-2013 Structural Funds will be taken by unanimity, the government will be hoping that other net contributors to the EU budget, such as Germany and the Netherlands, will back their plans. However, it would seem at this stage that this radical plan would not obtain unanimity within the EU15 and there is little support in DG Regio. Therefore, the paper might be interpreted as having the main aim as an early shot in the EU budget discussions regarding the framework period 2007-2013 and playing a secondary role in the regional debate where the UK will be expected to find a compromise position towards the middle ground.





Specific issues for the South East revolve around: 





National or EU-wide cohesion policy?


The South East England view has been that ‘a purely domestic regional policy is unlikely to provide the opportunities provided by cohesion programmes for innovation, exchange of trans-national experience…’�. 





Less or more funding? 


The Government has guaranteed that regions would receive transition payments guaranteeing that they would not lose out from Structural Fund reform. However, this would still mean a level of uncertainty of the future levels of funding, national goals and the extent of devolvement of decision-making and implementation. However, UKRep have reported that the UK government will be more flexible than the EU on the definition of areas in need of support to allow a ‘pepper-pot’ approach. 





Long term view


An agreed framework of European concerns may give more long-term stability of goals and objectives than a government agenda focused possibly on more short-term goals and a regional or local political agenda. Future UK governments may radically change priorities and regional funding. 
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Head of European Affairs Unit, Kent County Council
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� This report was requested by the last meeting of the South East Officers Group and has been produced by the Kent Brussels Office with input from the SEEDA/Assembly Brussels Office


�  Building a bigger Europe - the South East view


� The Lisbon agenda involves making Europe the most competitive and dynamic knowledge-based economy in the world by 2010


� “Building a bigger Europe South East England’s view on the future of cohesion policy” – page 7
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