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Tuesday 30 May 2000

The Committee will meet at 2.00 pm in Committee Room 2

1. Inquiry into European Structural Funds and their implementation in Scotland: The
Committee will hear evidence from—

Mr Jack McConnell MSP, Minister for Finance, Scottish Executive
Mr David Middleton and Mr David Reid, Scottish Executive

2. Convener’s report: the Convener will report to the Committee on—
Proposed meeting with His Excellency Daniel Bernard, French Ambassador
Extraordinary and Plenipotentiary to the United Kingdom, on the forthcoming
priorities of the French Presidency of the European Council (28 June 2000)
Proposed meeting with a delegation from the European Parliament’s Committee on
Fisheries (20 June 2000)
Proposal to ask the Committee for their agreement to publish a formal, publicly
available Committee Report into the revised working procedures

Stephen Imrie
Clerk to the Committee

Tel 0131 348 5234
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EU/00/11/A

The following papers are attached for this meeting:

Agenda Item 1

Evidence received from the Scottish Executive (to follow)
Private Briefing Paper from Professor John Bachtler, Committee
Advisor (to follow for Committee MSPs only)

Agenda Item 2

No papers available for this item
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EUROPEAN COMMITTEE QUESTIONS

Q1 Are European Structural Funds additional to, or a replacement for, sums in the
Scottish Assigned Budget? &

Q2 Is there a net impact on overall expenditure levels in Scotland

- The Assigned Budget is a measure of the total resources available to Scottish
Ministers.  As such it is a composite of various types and sources of finance to fund
public expenditure in Scotland.  The main element is Parliamentary grant paid by the
Secretary of State for Scotland to the Scottish Consolidated Fund;  but it also includes
borrowing by local authorities and funds paid by the European Commission to the
Scottish Executive to meet grants due under the European Structural Funds.

- Structural Funds are additional to other expenditure in the Scottish Ministers'
Assigned Budget, but they are also an integral part of it.

- Under the terms of European legislation the British Government is obliged to ensure
that levels of expenditure are maintained in the relevant Public Expenditure
Programmes in such a way which demonstrates that Structural Funds are additional to
domestic expenditure on equivalent programmes.  The UK has always met this
requirement.  An agreement in 1992 between Commissioner Bruce Millan, then
Commissioner for regional policy, and Sir John Kerr, the then UK Permanent
Representative set out arrangements for ensuring additionality.  Under these
arrangements provision for Structural Funds is automatically included in the budget of
the responsible department (in Scotland the Assigned Budget).  In addition the full
benefit of the grant is felt by the recipient at the local level.

Q3 Has Scotland benefited or lost through the provision of Structural Funds and by
how much?

- Scotland has a very good record in implementing Structural Funds to the benefit of
the Scottish economy and society.  Under the 1994-99 programme round, projects
worth over £2.4 billion were approved, involving around £1 billion of Structural
Funds grant.  It is an important priority for the Scottish Executive to ensure that the
new programme round, to run from 2000-2006, is implemented in such a way that it
makes a significant impact as a complement to UK, Scottish Executive and regional
and local policies.  In terms of programme impacts this has meant that 17,484 SVQs
3,872 jobs and 4,236 businesses were assisted in 1998, and targets of 18,947 SVQs
3,100 jobs and 3,400 businesses assisted were set for 1999.

- Scotland has a very good record in disbursing the Structural Funds grants which we
are allocated (from 1994-99) commitment levels were over 99% of the allocated
programmes).  More importantly the Commission has regularly confirmed that our
record in implementing the programmes to good effect compares with any in Europe.
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Q4 Have there been problems with the way the funds have been managed

- The administration of any major public programme is never trouble free.  It is for
example a matter of sincere regret when verification visits demonstrate failure by the
applicant to meet the detailed eligibility rules and this leads to a retrospective
requirement for repayment to the European Community Budget of grant.
Nevertheless our overall record in managing Structural Funds is a good one.  In
Scotland on 22 February Graham Meadows, then Director responsible for the UK in
DG Regio of the Commission, said that the Commission have always been satisfied
that regulatory requirements have been met at project and at national level.  The
Minister for Finance has made it an important priority to improve further the systems
for managing Structural Funds under the new programmes and has taken action to
achieve this through agreeing to implement the recommendations by the Programme
Management Executive Review Group chaired by Lex Gold.

Q5 Has match funding been available in the past, is it currently available and will it
be available in future

- Co-financing for Structural Funds projects (match funding) comes from the budgets
of project sponsors at the local level.  This is important, since it provides the
necessary local commitment and accountability.  Scotland has always had a very good
record in providing match funding.  This is because of the high degree of partnership
working achieved under which project sponsors feel committed to the programming
process and have always made budgetary provision accordingly in their our budgets.
The figure of £2.4 billion for total project commitments under the 1994-99
programme rounds includes £1.4 billion of match funding.

- The total value of the new Scottish programmes will be approximately 5% less than
the previous programme round.  Given the success in finding co-financing in the
previous programmes, the Executive is confident that match funding should be
available under the new programme round, even if the financial situation of some
programme partners is tight at present.

Q6 Is there a difference from the Welsh situation

- It is for the Welsh authorities to comment in detail on their own particular situation.
From the Scottish perspective a key difference is that while Scottish Structural Fund
receipts are falling slightly because of the recent improvements in Scotland’s relative
economic position, receipts in Wales are due to rise sharply in line with the
designation of Objective 1 status for over half the Welsh population in recognition of
the particular economic circumstances in West Wales and the Valleys.
Commissioner Barnier will look for assurances that there will be sufficient national
co-financing available for UK programmes before they are agreed.  I understand this
point is being covered in the programming documents and the UK Government is
providing to the Commissioner assurances concerning additionality and match
funding for all regions of the UK.
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Q7 How did Structural Fund Programmes become part of the Scottish Assigned
Budget

- Since UK accession to the European Community the Scottish Block (now Assigned
Budget) has always contained provision for European receipts for programmes within
the responsibility of the then Scottish Office.  In order to meet the terms of the 1992
Kerr/Millan agreement (see above), a free standing public expenditure programme
was established within the Scottish Block for mainly European Regional
Development Fund receipts from 1993-94 by bringing together elements within the
main beneficiary programmes.  This was increased in 1994 to include provision for
additional European Social Fund receipts following transfer to The Scottish Office
from the then Department of Employment of equivalent resources £22 million in
1994-95, rising to £58 million by the end of 1996-97).

- Since 1995, a single Structural Funds line has been published.  The following table,
taken from Departmental Reports shows outturn as follows:

1993-94 1994-95 1995-96 1996-97 1997-98 1998-99 1999-00
Outturn 107 114 120 136 164 147 200
Plan 120 146 137 169 160 123 153
Surplus/
(Deficit)

  13   32   17   33 (4) (24) (47)

This shows how the payment of grant, which is what scores against the Assigned
Budget has remained relatively flat until the current year, compared, for example,
with the size of programme and agreed commitments.  The table also shows the
planning figure published in the Departmental Report immediately before the start of
the year in question.  This shows that, in the years immediately after the agreement
with the Commission, the full provision made in the Block was not required.   The
resulting surplus was available for allocation to other spending priorities in-year, or to
carry forward under the end-year flexibility rules.   It would also have been possible
to make changes to the forward years plans during the annual spending round, in
order to release resources for allocation to other Block programmes in the short term.

- Since 1997-98, as programmes started to move to their conclusion, the position has
become more volatile, but this has been managed without taking any further resources
away from Block programmes by a combination of end-year flexibility and in the year
just completed, the use of the facility available under the arrangements agreed with
Treasury for the Assigned Budget, to anticipate expenditure provision from a future
year.

Q8 Are there any issues related to the Barnett formula?

- The Barnett formula allocates to the Scottish Assigned Budget a share of any
increases or decreases of comparable Whitehall expenditure departments including
spending on structural funds.  Thus any adjustments deriving from changes in
Whitehall spending on structural funds cannot be seen in isolation.  The Barnett
formula does not determine the size of the Assigned Budget nor the split between its
various components.



AHA00010.050 4.


