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ENTERPRISE AND LIFELONG LEARNING COMMITTEE

AGENDA

17th Meeting, 2000 (Session 1)

Wednesday 28 June 2000

The Committee will meet at 10.00 am in Committee Room 2, Committee Chambers,
to consider the following agenda items:

1. Items to be taken in private: The Convener will move that items 2 and 3 be
taken in private.

2. Transport (Scotland) Bill (Stage 1) Report: The Committee will consider a draft
report on its consideration of the Bill at Stage 1.

3. Appointment of Adviser: The Committee will consider the appointment of an
adviser to assist with its inquiry into the impact of the new economy.

4. Impact of the New Economy – Work Programme: The Committee will consider
its work programme for the inquiry.

5. Committee Annual Report: The Committee will consider the content of its
annual report to Parliament.

6. Fuel Price Issues: The Committee will consider progress on its investigations on
fuel prices.

7. Petitions: The Committee will consider the following petitions:

PE 199 from Scotland’s Tomatoes Ltd which seeks a commitment from
supermarket retailers to sell Scottish Tomatoes.

PE 178 from the British Aggregates Association on the impact of the
Aggregates tax in Scotland; and will also consider responses from other
Committees on this petition.

8. Statutory Instrument: The Committee will consider the following negative
instrument—

The Education (Student Loans) (Scotland) Regulations 2000 (SSI 2000/200)

   Simon Watkins
Clerk to the Committee

Room 2.7, Committee Chambers
Ext. 0131 348 5207



EL/00/17/A

***********************************
The following papers are attached for this meeting:

Agenda Item 2

Draft Report to the Transport and Environment Committee on the Transport
(Scotland) Bill at Stage 1 (Private Paper)           EL/00/17/1

Agenda Item 3

Appointment of Adviser (Private Paper)          EL/00/17/2

Agenda Item 4

Impact of the New Economy Inquiry: Work Programme (Convener’s Note)
         EL/00/17/3

Agenda Item 5

Committee Annual Report (Clerk’s Note)          EL/00/17/4

Agenda Item 6

Fuel Price Inquiry (Convener’s Note; and SPICe note on European Petrol Retailing)
                            EL/00/17/5

Agenda Item 7

Petition PE199 Scotland’s tomatoes (Convener’s Note)         EL/00/17/6
Petition PE178 British Aggregates Association (Clerk’s Note)         EL/00/17/7

Agenda Item 8

Statutory Instrument: The Education (Student Loans) (Scotland) Regulations 2000
(Clerk’s Note)                     EL/00/17/8



1

                           EL/00/17/3
Enterprise and Lifelong Learning Committee
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Impact of the New Economy Inquiry: Work Programme

At its meeting on 14 June the Committee agreed the main lines of its inquiry
into the Impact of the New Economy. This paper sets out some of the details
of the proposed work programme.

Adviser

The adviser will collate the information over the summer from reports already
published by the Executive, Scottish Enterprise, the UK Government etc. and
produce a report for the Committee. The report will suggest where the
Committee should target its efforts regarding areas of interest and witnesses.

Written Evidence

The Committee will put out a call for written evidence from interested parties
over the summer. The adviser will assist in summarising these for Committee
members. Members are invited to indicate any bodies from whom they would
wish to receive written evidence.

Case Studies

As with the previous inquiry, the Committee will break into four groups to
undertake case studies, under the control of a Reporter appointed by the
committee. Related expenditure will require the approval of the CLG.

The proposal is:

Subject Reporter Members Location Firms
The new
economy in
traditional
industries

Fergus Ewing Elaine Murray
Margo
Macdonald

Borders Textiles

The new
economy in
the oil and
gas industry

Elaine
Thomson

Marilyn
Livingstone
John
Swinney

Aberdeen Shell UK
Other NE
businesses

Electronics
and software

George Lyon Allan Wilson
Nick
Johnston

Livingston Alba Centre
Cadence
Universities

The new
economy in
remoter
areas

Annabel
Goldie

Duncan
McNeil

Rothesay
Western Isles
Caithness

TSE
I-mart
Osprey/BT
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These visits would take place in the last week in August (28 August – 1
September). Members would seek answers to a standard set of questions,
based on those for the remit.

Committee Meetings

The meetings which the committee has available for the inquiry would be
utilised as follows:

Date Subject Location
6 September Oral evidence Committee Chambers
20 September Oral evidence External (if possible)
4 October Oral evidence/report

contents
Committee Chambers

25 October - private Agreement of report Committee Chambers

The selection of those to give oral evidence will be made with the assistance
of the adviser, once a review of initial work, and the assessment of written
evidence has been made. It is proposed that oral evidence is taken from the
financial services sector, given the major impact of the new economy in this
sector. It is anticipated that the Minister would be invited to the last session of
oral evidence on 4 October.

It has been suggested that the committee could meet externally, perhaps on
the premises of IBM, linking to their other global facilities for one meeting.
This is feasible under the standing orders, and technically, although with
additional costs. There are a number of issues which would need to be taken
into account:

•  is the Committee happy to meet on the premises of a private business (the
Presiding Officer’s support in principle might be required for this)?

•  the additional costs would need to be supported by the Conveners Liaison
Group.

•  public access would need to be guaranteed to the premises.

•  any venue would need to be investigated thoroughly to ensure that there
were no technical difficulties which render its use impossible.

•  a committee meeting outwith Edinburgh requires the Bureau’s agreement

Should it prove difficult to hold a formal committee meeting at IBM for any of
the above reasons, it would probably still be possible for committee members
to meet there informally, the main difference being that there would be no
Official Report of the meeting.
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E-Business Seminar

In addition the Committee will run a seminar bringing together around 20
young e-business entrepreneurs to ascertain their views on the current
situation, and what steps are necessary to ensure Scotland’s
competitiveness. The emphasis will be on e-commerce practitioners, but it
might also be worthwhile including some specialist journalists.

The event will be similar to Business in the Chamber in intent, but on a
smaller scale allowing a more informal ‘round table’ discussion. It is proposed
to use the Hub venue to provide an appropriate informal environment, on the
morning of 13 September.

Comparisons

The Information Centre has offered to produce a briefing note looking at
international comparisons of Scotland’s position. This would be based around
the benchmarking work carried out by the UK Government and Scottish
Enterprise, which is due to be updated over the summer.

Report

The Committee would agree its Report on 25 October, and would aim to
publish it via a media briefing on 8 November.

Recommendation

The Committee is invited to agree the work programme for the Impact of
the New Economy Inquiry as outlined in this paper.

John Swinney
Convener
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Calendar

Date Event Location
29 August Case Study 1 Aberdeen
30 August Case Study 2 Livingston
31 August Case Study 3 Borders
29-31August Case Study 4 Remote areas
6 September Committee meeting Committee Room 2
13 September E Seminar The Hub
20 September Committee meeting Greenock?
4 October Committee meeting the Hub
25 October Committee meeting Committee Room 4

(in private)
8 November Report Publication

There will also be a committee meeting on 1 November, but this will deal with
the student finance bill.



5

Subject Reporter Members Location Firms Responsible
The new
economy in
traditional
industries

Fergus
Ewing

Elaine Murray
Margo Macdonald

Borders Textiles SPICe?

31 August
The new
economy in
the oil and
gas industry

Elaine
Thomson

Marilyn
Livingstone
John Swinney

Aberdeen Shell UK
Other NE
businesses

David
McLaren

29 August
Electronics
and software

George
Lyon

Allan Wilson
Nick Johnston

Livingston Alba Centre
Cadence
Universities

Simon
Wakefield
30 August

The new
economy in
remoter
areas

Annabel
Goldie

Duncan McNeil Rothesay
Western
Isles
Caithness

TSE
I-mart
Osprey/BT

Simon
Watkins

29-31 August
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Committee Annual Report

Background

Each Committee of the Parliament is to agree a short annual report to be included in
the Parliament’s Annual Report.

The report covers the period from 1 May 1999 – 1 May 2000. Under the Parliament’s
Standing Orders it must include reference to how often the Committee met in private.

A draft text for the report is included below. The text is at the maximum limit allowed.

The Committee is invited to agree the text of the report.

Draft Text

The first parliamentary year has been an active and innovative one for the Enterprise
and Lifelong Learning Committee. Most of the Committee’s activity has been
focussed upon a major inquiry into Local Economic Development Services in
Scotland.

The Inquiry was launched in September 1999, and during its first phase the
Committee took oral evidence from 41 witnesses, and received written submissions
from over 100 organisations. Amongst these sessions was one undertaken in
Inverness in October, the first time that a Parliamentary Committee had met outwith
Edinburgh, and the first time that evidence had been taken in Gaelic.

The Committee published an Interim Report in December, which concluded that
there was overlap and duplication in the current arrangements, and radical change
was necessary. The Committee’s work had an immediate impact. A review of the
enterprise network was announced by the Executive, as was the creation of an
Economic Framework for Scotland, another key recommendation by the Committee.

During early 2000 the Committee undertook the latter phases of its Inquiry, and
utilised some innovative methods including four case study visits by MSPs to
examine best practice on the ground. In a particularly novel approach, the
Committee organised a Business in the Chamber event, where 129 business men
and women were invited into the Parliamentary chamber to debate the Inquiry’s
Interim Conclusions. The event was a great success, giving of the key external
communities an input into the Parliamentary process, and assisting the Committee in
testing its views with the customers of economic development services.



Evidence from these activities, and the results of research commissioned by the
Committee was brought together in a Final Report, published just after the end of the
first parliamentary year.

The Committee has sought to work in a constructive way with the Executive, as
evidenced by its contribution to the new strategy for tourism. In January 2000, by
arrangement with the Minister, the Committee considered the Executive’s draft
strategy in private and made a number of recommendations for its reinforcement.
The majority of these were taken on board by the Executive and incorporated into a
revised strategy, which was published in February and well received by the industry
and commentators.

Another focus of Committee activity has been an inquiry into rural fuel pricing. The
Committee held an evidence session in January 2000 with local groups from Arran
and the Highlands and Islands, as well as the major oil companies. This was
followed by private meetings with a number of oil companies; the inquiry is on-going.

During the first Parliamentary year the Committee has met formally 18 times, of
which 13 were in public, 2 were in private, and 3 included private elements.

Simon Watkins
Clerk
Enterprise and Lifelong Learning Committee
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Enterprise and Lifelong Learning Committee

Meeting 28 June

Fuel Price Inquiry

Background

1. At it’s meeting on 27 October, the Committee agreed to undertake a single
session inquiry into differential fuel pricing. The Committee agreed the remit of
the inquiry at its next meeting on 10 November.

2. Since then the Committee has received evidence from a number of organisations
and representative groups. The Committee also took evidence in public session
from various witnesses at its meeting on 31 January.

3. At its meeting on 9 February the Committee agreed that it would be helpful to
hold meetings in private with the oil companies involved in the delivery and
supply of fuel to remote rural areas of Scotland. The need to hold meetings in
private came about as a result of the fact that some of the information which
might help to explain the oil  companies’ position was commercially confidential.

4. Since then the Committee have met with one oil company, and have received
further information from others, as well as having received further briefing from
the Scottish Parliament’s information centre. This paper seeks to establish the
current position, and to outline some possible courses of action the Committee
might wish to consider.

Further information received

SPICe Research Note 00/38 – European Petrol Retailing

5. This note, attached as Annex A, was produced following a request from the
Committee for further information on whether other European countries
experienced similar price differentials and, if so, how they approached the issue.

6. As members will have noted from this research note the problem of differential
petrol pricing is not unique to Scotland, and other European countries have
approached the issue in a variety of ways.

7. One of the ways in which some countries have attempted to deal with this is by
derogations to allow variable rates of duty, duty often being one of the main
constituent parts contributing to the price of petrol at the pump. However, the
briefing note also highlights the problems which face countries who might
consider derogations ie that EU legislation is very specific on the circumstances
in which derogations can be applied. While the note recognises that this route
could be pursued by the UK Government (given that the setting of fuel duty is a
reserved matter), it also points out that it is a route which is unlikely to be pursued
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as the UK Government considers it is not solely, or even mainly, responsible for
finding solutions to price differentials.

8. Another option which has been pursued by some countries is for the government
to subsidise or grant aid to petrol stations in certain areas. However, the research
note explains that this may only be applicable under certain specific conditions,
due to EC Treaty provisions. The example of the situation in the Netherlands
highlights the difficulties such a proposed solution might present.

9. Although there are a number of other approaches outlined in the research note,
the other main option which will be of interest to members, in light of comments
made at the Committee’s meeting on 9 February, is that of “essential network
schemes”, or multi-service shops – details of these are included on pages 4 and
5 of the note. The principle in each case is similar, with “neighbourhood shops”,
providing a variety of services in remote rural communities and often including
the sale/supply of fuel, being established in areas of sparse population. Such
shops increase the purchasing power of the locality. The major difficulties
associated with such schemes are that they require the co-operation of the
various retailers within the community, as well as service providers. It is unlikely
that communities would initiate such schemes themselves and so they are likely
to require intervention from local authorities and/or central government – this
could include considering use of structural funds. Members are invited to
consider the further details of such schemes provided on pages 4 and 5 of the
briefing note. Members may also wish to examine the best practice guide referred
to on page 4, under “Essential Network Schemes”, which provides a broad range
of  information and advice.

Private Meetings with Oil Companies

10. As noted above, the Committee agreed at its meeting on 9 February to meet
privately with oil companies. To date the Committee has met with one of the oil
companies. The company representative explained the company’s pricing
mechanisms, and the cost pressures faced by the industry. The company is
committed to simplifying its pricing mechanisms and has taken steps to reduce
prices.

11. However, the company also pointed out that low turnover is one of the main
reasons for high prices at the pumps in remote areas.

12. When considering solutions the oil company agreed that some rationalisation of
station networks could have the effect of reducing prices, though this could not be
guaranteed (and is likely to have the additional effect of increasing distances
between stations). Another factor to be considered with rationalisation is that it is
not something oil companies could initiate, and the impetus for it would have to
come from station owners, local communities and possibly also local authorities.

13. One suggestion the oil company did put forward was the setting up of communes
or co-operatives, in which they would be willing to offer any help they reasonably
could. However, it was again recognised that this would require some impetus
from owners, communities and local/central government.
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14. The company have also indicated they would be happy to take part in any pilot
project which might be developed to test the viability of creative pooling
arrangements, or indeed in any new initiative which might help address the issue
of differential pricing.

OFT Report

15. At its meeting on 9 February the Committee agreed to await the publication of the
OFT Report, so that any decisions on further action could be taken in light of any
relevant findings made by the OFT. As members are aware, the OFT Report is
not yet available but is likely to be published  in late June/early July.

Other Issues

Supermarkets

16. The sale of fuel by supermarkets has been identified as an issue which has an
impact on the market for petrol sales. Supermarkets are in the position of being
able to cross-subsidise their sales of fuel with the sales of the other products they
offer. Where competition is intense, primarily in urban areas, prices are driven
down, thereby exacerbating the price differential.

Scottish Executive

17. The Scottish Executive has made efforts to address this issue, via its rural petrol
stations scheme and rate relief for village shops and post offices.

Suggested Action

18. There are a number of options the Committee may wish to consider. To some
extents the action to be pursued may be dependent on whether the Committee
wishes to wait until the OFT Report is available. Given the latest assurances from
OFT that the report will be published very soon, and that the report could
potentially have a significant impact on any action proposed, the Committee may
wish to await the report’s publication before agreeing to undertake any further
substantive action.

19. The Committee may wish to consider whether further meetings with the
remaining oil companies would be worthwhile, or whether it is content that the
information it has received to date provides sufficient background on the oil
companies’ position. The Committee may also wish to consider whether it would
be worthwhile inviting written comments from oil companies on specific issues eg
cross-subsidisation or co-operatives.

20. The Committee may also wish to consider whether taking further evidence from
the Petrol Retailers Association would be worthwhile, or whether it may in fact be
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worthwhile taking evidence from some individual retailers directly affected by this
problem – the Highlands and Islands Hydrocarbon Action Group have already
provided a list of retailers.

21. The Committee may wish to consider whether it would be appropriate to write to
the Executive, requesting details of any work it has undertaken in relation to this
issue, and whether it has any intention to undertake further work and, if so, what
form that might take. Additionally, a similar written request might be made of the
UK Government. Of course, the Committee may wish to go further and invite the
Executive and/or the UK Government to consider investigating some of the
approaches adopted in Europe – though it may be better to establish what is
being/has been done, before considering this.

Conclusion

22. The Committee is invited to consider the options outlined above, to discuss
any other options it thinks might be appropriate, and to agree what further
action, if any, it proposes to take .

John Swinney MSP
Convener
June 2000
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Research Note for the
Enterprise & Lifelong Learning
Committee

00/38
25 May 2000

EUROPEAN PETROL RETAILING

PATSY RICHARDS

This note supplements but does not replace an earlier SPICe research note 99/52
on rural petrol pricing for the Enterprise and Lifelong Learning Committee. The
Committee has sought further briefing on approaches in other Member States,
including regional derogations from fuel duty and subsidised or network petrol
station schemes.  It has also taken evidence on this issue during its meetings on
31 January and 3 February 2000.  Aids to rural petrol stations and the existing UK
derogation to the Petrol Vapour Recovery Directive are described in the Central
Research Unit’s Petrol Stations in Rural Scotland1, and in the recent report by
EKOS2 for Highland Council and Highlands and Islands Enterprise.  This note will
not repeat the contents of these.

 DEROGATIONS TO ALLOW VARIABLE DUTY
Directive 92/82/EEC3 required mandatory minimum rates of excise duty to be set
in Member States.  The preamble, the important declaration of intent, states that
‘Whereas it is possible to permit certain Member States to apply reduced rates to

1 Central Research Unit Petrol Stations in Rural Scotland: Karen Raymond and Henry Collin, Environmental
Resources Management and Roger Sidaway (1998). The link is to a summary of the report.
2 Economic Impact of road fuel prices in the Highlands & Islands Final Report EKOS January 2000 for

Highland Council and Highlands and Islands Enterprise
3 Council Directive 92/82/EEC of 19 October 1992 on the approximation of the rates of excise duties on
mineral oils OJ L 316 , 31/10/1992 p. 0019 - 0020

http://www.scottish.parliament.uk/whats_happening/research/pdf_res_notes/rn99-52.pdf
http://www.scottish.parliament.uk/official_report/cttee/enter99-00/el00-0301.htm
http://www.scottish.parliament.uk/official_report/cttee/enter99-00/el00-0402.htm#Col559
http://www.scotland.gov.uk/cru/documents/rs16-01.htm
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products consumed within particular regions of their territories…’. Article 9 of the
Directive specifies areas where such derogations apply;

The Portuguese Republic may apply rates of excise duty on mineral oils
consumed in the Autonomous Region of the Azores lower than the minimum rates
laid down in this Directive in order to compensate for the transport costs incurred
as a result of the insular and dispersed nature of this region.
The Hellenic Republic may apply rates of excise duty up to ECU 22 lower than the
minimum rates laid down in this Directive on gas oil used as propellant and on
petrol consumed in the departments of Lesbos, Chios, Samos, the Dodecanese
and the Cyclades and on the following islands in the Aegean: Thasos, North
Sporades, Samothrace and Skiros.

Directive 92/82/EEC is partnered by 92/81/EEC4 which defines the oils that must
be charged duty at least at the EU minimum rate for leaded and unleaded petrol,
DERV, heavy fuel oil, kerosene for heating purposes, heating and gas oil.

Article 1 of this Directive states that ‘Member States shall impose a harmonized
excise duty on mineral oils in accordance with this Directive’, implying that each
Member State charge only one rate of duty on each mineral oil.  The preamble
states;

‘Whereas, however, it is appropriate to permit Member States to apply on an
optional basis certain other exemptions or reduced rates within their own territory
where this does not give rise to distortions of competition…’.

Paragraph 4 of Article 8 sets out how Member States may seek to apply lower
rates in parts of their territories, which requires the unanimous approval of the
Council. If the Commission later considers that such reductions are no longer
sustainable, particularly in terms of fair competition or distortion of the operation of
the internal market, or environmental protection, it can ask the Council to make
another unanimous decision on this.

All current derogations (reduced rates or exemptions from duty) under Article 8(4)
of 92/81/EEC are listed in a Council Decision of December 19995. This lists
reduced rates for, say, public transport or the armed forces, but a number of
territorial exemptions, to last until the end of 2000 but to be renewed automatically
every two years (unless the Commission decides otherwise).  These include;

• In Italy, for consumption in the regions of Val d'Aosta and Gorizia,

4 of 19 October 1992 on the harmonization of the structures of excise duties on mineral oils OJL 316,
31/10/1992 p. 0012 - 0015
5 99/880/EC: Council Decision of 17 December 1999 authorising Member States to apply and to continue to
apply to certain mineral oils, when used for specific purposes, existing reduced rates of excise duty or
exemptions from excise duty, in accordance with the procedure provided for in Directive 92/81/EEC OJL 331 ,
23/12/1999 p. 0073 - 0077

http://europa.eu.int/eur-lex/en/lif/dat/1992/en_392L0082.html
http://europa.eu.int/eur-lex/en/lif/dat/1992/en_392L0081.html
http://europa.eu.int/eur-lex/en/lif/dat/1999/en_399D0880.html
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• In Portugal, for a reduction in excise duty on fuel oil consumed in the
autonomous region of Madeira (this reduction may not be greater than the
additional costs incurred in transporting the fuel oil to that region) and

• In France, ‘in the framework of certain policies aimed at assisting areas
suffering from depopulation’.

A number of other derogations in regions of Member States are listed and allowed
until the end of 2000, subject to them respecting the minimum rates.

So the UK could apply for a derogation for a lower rate of duty for petrol to be sold
in Scotland, although this would require unanimity in the Council of Ministers, and
also the agreement of the Commission, who presumably would need persuading
that it did not create excessive distortions.

This is of course a reserved matter and the UK Government seems unlikely to
pursue such a route.  Brian Wilson, Minister of State at the Scotland Office,
stressed in a speech in January 20006 that the UK Government considers it is not
solely, or even mainly, responsible for finding solutions to price differentials.
Although he had asked officials to examine the report for Highland Council by
EKOS7 there were limitations to the measures the Government could or should
take to intervene.

Pointing out that it was not currently possible under EU law to have different rates
of duty for different parts of the UK, he placed the onus on the oil companies.  He
called for them to ‘act as good citizens’ to ‘offer rebates or lower prices to retailers
in more remote areas who sell below a certain volume threshold per year’.  Such
discounts for retailers would cost the companies very little because the amounts
were so small, but would bring them wide applause.

European energy policy has also moved on and the emphasis now is even more
on raising levels of duty across Member States to a common level to implement
the internal market, rather than providing extra derogations. In 1997 the
Commission announced its intention to extend minimum rates of duty to all types
of energy products by proposing a Directive on a common system for the taxation
of energy products8 across the Community.  Again, energy products used as
motor fuels are one of the products to which minimum rates must be applied while
other products, such as renewables and certain mineral products (such as waste
oils and aviation fuel) may be exempted.

As now, Member States will still be free to apply higher rates, especially to steer
consumers towards more environmentally friendly products (such as unleaded
petrol). The Commission considers that there will be a ‘very limited’ rise in
consumer prices of unleaded petrol in ‘a small number’ of Member States, and
6 Speech to New Statesman Transport Conference 24 January 2000
7 Economic Impact of road fuel prices in the Highlands & Islands Final Report EKOS January 2000 for

Highland Council and Highlands and Islands Enterprise

http://europa.eu.int/en/comm/dg17/rapcge.htm
http://europa.eu.int/en/comm/dg17/rapcge.htm


providing research and information services to the Scottish Parliament

4

this is needed to ‘put an end to the present shortcomings in the smooth
functioning of the internal market’.  While there will be no increase in the majority
of Member States, the proposals would mean a relative increase on unleaded
prices at the pump of 9% in Greece, 8% in Luxembourg and 6% in Spain;

Member State Unleaded 
petrol Gasoil

Austria 0 1
Belgium 0 1
Denmark 0 0
Germany 0 0
Finland 0 3
France 0 0
Greece 9 11
Ireland 0 0
Italy 0 0
Luxembourg 8 9
Netherlands 0 0
Portugal 0 7
Spain 6 7
Sweden 0 0
United Kingdom 0 0

Relative effect on prices at the pump (%)

 ESSENTIAL NETWORK SCHEMES
The Scottish Executive has gone part way towards supporting rural networks
through the rural petrol stations scheme9 and by increasing the threshold for rate
relief for village shops and post offices.10

The European Commission Directorate dealing with Enterprise has published a
best practice11 guide to establishing and maintaining neighbourhood shops in
sparsely populated places. The idea is based on a food shop (because this
ensures a basic income), but envisages no limit to the range of services offered, if
demand exists.  A post office, bank, lottery agency, mail order service or delivery
service are common, and in some cases neighbourhood shops combine with a
petrol station.

The report says that initiatives have been developed in France, Finland and
Germany. The additional services help increase income, and minimise the loss of
purchasing power from the locality by raising the frequency of visits by customers.
The shop should be at least 8 - 10 km away from major retailers with an
aggressive policy on competition and pricing, but in tourist regions success is
more likely even if other factors are less favourable. In remoter areas (Finland)
having a PC or Internet access in a shop is seen as a draw. Kesko, a Finnish
company, analysed the scope for diversifying services and in one case study the

                                                                                                                               
8 Brussels, 12 March 1997
9 Executive News Release  SE0862/2000 27 March 2000
10Executive News Release: SE0650/2000 8 March 2000
11COMMERCE 2000 Best European practice regarding local shops in disadvantaged rural areas

http://www.scotland.gov.uk/news/press2000_08/se0862.asp
http://www.scotland.gov.uk/news/press2000_06/se0650.asp
http://europa.eu.int/comm/dg23/commerce/pdf/ruralb-pratiques-en.pdf
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basic village grocery store was extended to include the national lottery, post office,
petrol retailing and recycling facilities.

In general such approaches require the co-operation with the person operating the
food shop, of service providers (often state-owned agencies or monopolies).
According to the Commission report, such bodies are often ‘not very interested in
setting up neighbourhood shops’, so regional authorities need to intervene.
Likewise, wholesalers are generally ‘not very willing’ to supply small retail units,
and impose penalties in the form of high delivery charges.

In Germany, the Lander and the European Commission have devised co-
operative schemes to counter such problems. In Sweden, the Swedish Consumer
Agency developed strategic deliveries to ensure that suppliers delivered to
remote, sparsely populated areas, often in harsh conditions.

Villages de France Commerces Multi-Services
The report describes the French village shop network scheme in some detail.
Over the last twenty years 3,000 French villages have received state aid to set up
a multi-service shop under the ‘1,000 French villages’ scheme run by the Ministry
for small and medium-sized enterprises, commerce and craft trades.  Local
councils submit applications for funding for the establishment or revival of a
business in a rural village.  A standard pack produced by the Ministry guides the
process, which includes feasibility studies and surveys of local residents to check
the services they need and would use.

The finance comes from a variety of sources including an ‘Intervention Fund for
the Preservation of Craft Trades and Commerce’ set up in 1992 and funded by a
tax levied on superstores.  It will pay up to 20% of the capital funding and a
contribution of up to 50% for surveys and rent rebates. European ERDF funding is
also available for new businesses in Objective 5B regions.  Business interests
normally monitor the enterprise for the first three years free of charge for a
municipal project. The total amount of aid granted must not exceed 80% of the
cost of the project excluding tax.

The ‘1,000 Villages’ shops did not comprise a national network until 1995 when
‘Villages de France Commerces Multi-Services’ was established.  The
Government came to arrangements with various agencies to offer goods and
services, including Total (for petrol), the post office, Butagaz, banks and France
Telecom. A shop-keeper or local authority may join by paying a subscription and
the association provides ‘Multi-Service Shop’ sign boards at the entrance to the
village and at the shop to attract consumers. Similar network concepts run by local
French chambers of commerce run alongside the national scheme.
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 PETROL RETAILING IN OTHER MEMBER STATES
The Netherlands  - subsidised border petrol stations
In June 1999 the UK Government referred to the Commission the proposed
merger of Exxon and Mobil operations which it felt could affect competition in the
north west of Scotland in the retail motor fuel sector.  The Commission’s
Decision12 on this provides a useful outline of petrol retailing in various countries,
and describes subsidy provision in the Netherlands.

In the Netherlands, unlike the UK and France, supermarkets do not sell petrol.
The number of service stations has been decreasing over recent years and pump
prices are relatively high. The planning system is restrictive, and environmental
legislation is very strict to prevent ground contamination.  Incentives to close are
given to stations that cannot comply with this. The Commission felt in summary
that the high prices reflected a lack of competition across the country.

Only along the Netherlands-German frontier are Dutch outlets in direct
competition with lower (German) prices. To protect margins in this area, in August
1997 the Dutch authorities notified the Commission of their intention to grant aid to
633 Dutch service stations located near the German border on the basis that their
higher prices were due to higher excise duties.  The Dutch authorities thought
their consumers would be tempted to fill up at German service stations, so the
subsidy decreases in proportion to the distance from the German border.

The Commission has investigated whether this is compatible with the EC Treaty
provisions, on state aid that distorts competition so as to be incompatible with the
common market. The Dutch argued that the aid was set so low as to fall under a
de minimis ceiling of EUR 100,000 over three years for an individual enterprise,
below which such rules can be said not to apply.

This is a complex matter of European competition law, outwith the scope of this
note, and does not necessarily hold direct implications for petrol stations in
Scotland.  It does illustrate some points of interest, however.

In reaching a decision13 on the matter the Commission noted that the aid favoured
the stations over those elsewhere in the Netherlands and in neighbouring Member
States, such as Germany and Belgium. It also noted that ‘it is difficult to accept
that multinational oil companies should need state aid to cope with an increase in
excise duty on light oil in the Netherlands’. The area was not one of known
deprivation, and the aid was not intended to promote an important project of
common European interest or culture and heritage conservation.

12 Brussels, C(1999)3093 final of 29.09.1999 declaring a concentration compatible with the common market
and the EEA Agreement (Case No IV/M.1383 – Exxon/Mobil) Non-confidential version.
13 99/705/EC: Commission Decision of 20 July 1999 on the state aid implemented by the Netherlands for 633
Dutch service stations located near the German border (notified under document number C(1999) 2539) OJ L
280 , 30/10/1999 p. 0087 - 0121

http://europa.eu.int/comm/dg04/merger/closed/m13/en/m1383.pdf
http://europa.eu.int/eur-lex/en/lif/dat/1999/en_399D0705.html
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Much of the argument boiled down to whether the flag flown by a service station
(showing the brand of fuel on sale) indicated its ownership, since the de minimis
rule applies only to separate enterprises (not ‘company-owned/company-operated’
or company controlled). In the end the aid for 450 of the 633 service stations was
held to be incompatible with the common market, and the aid had to be repaid.

UK, Austria, Italy
The Commission’s Decision14 on Exxon and Mobil, in describing the situation in a
number of other Member States, shows that problems in supporting independent
retailers and maintaining competition are common.

The report noted that in the UK, independent filling stations are usually ‘historical’
sites that do not sell fuels only, but also other products (such as heating oil and
groceries etc.).  Because they are not vertically integrated (they have no refining
capacity) they usually bear higher supply costs, and because of their low
throughputs their retail costs are also higher.  Some such sites in rural areas ‘can
charge higher’ (up to 3-4 pence per litre) in exchange for additional service or
convenience. For instance, most of these sites also operate village shops, post
offices etc but their aggregate market shares are now below 6% and declining.

In Austria fuel prices were regulated until 1981.  On liberalisation the major
companies lowered prices to compete with smaller companies’ stations. High
environmental requirements have led to the closure of small stations, for which
financial support is provided. Austria has a very dense service station network so
the average throughput per station is under half that in Germany, for instance. The
number of service stations decreased by almost a quarter from 1995 to 199715.

In Italy, the public oil and gas conglomerate Eni is 51% state owned.  A 1998
Decree increased flexibility in the opening and closing hours of retail stations and
increased the range of goods which could be sold. A protocol was signed between
some municipalities and the Oil Dealers Association, allowing for a restructuring of
retail stations in the municipalities' areas and to ensure that the municipalities’
concession procedures did not impede competition16.

Greece
An International Energy Agency (IEA) report on Greece17 notes that petroleum
product and oil prices were liberalised in 1992 and in general, Greek petrol prices
are among the lowest in Europe, although the quality of fuel is lower.

The Greek Government can introduce price ceilings on gasoline in areas where it
believes there are monopolistic conditions, most often used during the tourist
season when demand peaks (ceilings were invoked four times in 1996 and twice
in 1997 for the whole of Greece excepting the Athens and Salonica areas).  While

14 Commission Decision of 29.09.1999 declaring a concentration compatible with the common market and the
EEA Agreement (Case No IV/M.1383 – Exxon/Mobil) Non-confidential version.
15 ibid
16 INTERNATIONAL ENERGY AGENCY Energy Policies of IEA Countries Italy, abstract only
17 INTERNATIONAL ENERGY AGENCY Energy Policies of IEA Countries Greece 1998 Review

http://europa.eu.int/comm/dg04/merger/closed/m13/en/m1383.pdf
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there is in theory a 40 day limit, successive use has sometimes made the ceilings
‘effectively seasonal’, and prompted complaints from some oil marketing
companies that they are sometimes set at levels below cost of supply.

Also, according to the IEA, ‘Distributors are required to set the same prices
throughout the mainland. This benefits consumers in the more remote or rugged
areas at the expense of the Athens and Thessaloniki areas, where the refineries
are located and demand is dense.’  In the IEA’s opinion, the use of price ceilings
in selected supply areas encourages consumption during peak demand periods
and hinders the development of competition and market regulation.

While recognising the small size and isolation of some of the markets affected, the
IEA recommended in 1998 that the Greek Government take other actions to
improve competitive conditions. If this failed to protect consumers ‘after a
sustained period of unconstrained market operation, price ceilings could be
considered, and then only in limited circumstances, with price levels fully reflecting
the supply costs’.  The new Energy Products Directive may supersede this.

Ireland
The Commons Northern Ireland Affairs Select Committee looked at the cross-
border road fuel price differential between the UK and the Republic of Ireland, and
the problems this was causing, in its Third Report of 199918.

The differential is due largely to differences in the tax element (excise duty and
VAT) and currency differentials between the pound and the punt (euro). Basically
petrol and diesel sales in Northern Ireland fell steadily between 1994 and 1998
while sales in the Republic grew; implying that essentially some of the fuel sold in
Eire is being used in Northern Ireland. The Committee was told of four measures
that might be used to remedy the problem of a price differential in general.

One was the Dutch border subsidy scheme, described on pages 5-6 above. The
Committee held out little hope that such a scheme would be useful, not least
because the Commission had decided, during the course of the Committee’s
enquiry, that the financial support given to the majority of retailers was
incompatible with Community law.

Another was to harmonise duty levels throughout Ireland by the UK having a
separate duty rate in Northern Ireland, via a derogation from the relevant EU
legislation.  Giving evidence to the Committee, the Economic Secretary was
‘adamant’ that such a derogation would not be forthcoming, and was also
opposed to different duty rates for parts of the UK.  This was ‘partly on
environmental grounds, partly because the border problem would be shifted from
the land border on the island of Ireland to the water border between Northern

18 29 July 1999 Third Report HC 334 1998/99 Impact in Northern Ireland of Cross-Border Road Fuel Price
Differentials

http://www.publications.parliament.uk/pa/cm199899/cmselect/cmniaf/334/33402.htm
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Ireland and Great Britain and partly because of the precedent it would set’.  This
echoes strongly Brian Wilson’s attitude, cited on page 3 of this note.

Another approach was the Road Haulage Association's proposal for an ‘essential
user’ rebate, to be revenue neutral because it would be funded by an increase in
fuel taxation for 'non-essential' users.  The essential users in this case were to be
hauliers.  The Committee agreed with the Economic Secretary that the
beneficiaries would be limited and there would be administrative difficulties. It also
felt that the fuel price differential would actually increase for all users other than
beneficiaries, perhaps exacerbating the problem.

Finally, a French approach of rebating duty paid, within certain limits, for vehicles
over a certain size was described.  Because it was not regional and would benefit
all hauliers (not just French hauliers) while operating in France, the Commission
had agreed it did not constitute state aid and allowed a derogation under Article
8(4) of Directive 92/81 for this. The Economic Secretary ‘emphasised the centrality
of the consideration as to whether a measure might be held by the Commission to
constitute an illegal state aid’.  In Scotland the issue is not providing aid to larger
vehicles of course, but to all local users.

In its conclusions, the Northern Ireland Affairs Committee felt there was some
complacency on the part of the Government about the problem. Its
recommendations included the following;

We recommend that the Government investigates further the experience of other EU
Member States in dealing with the problems of price and duty differentials across national
borders in relation to road fuels. The Treasury could provide us with no information on this,
which slightly surprised us as there are other material differences in fuel duties and prices
across Member States' borders and corresponding difficulties: the existence of the Dutch
scheme alone is evidence of that. It may be that, at European level, a consensus might
emerge on measures to mitigate the impact of the road fuel duty and price differentials
between Member States which are both effective and consistent with the principles of the
Single Market.
The Economic Secretary commented that a draft Energy Products Directive that would
restructure the European Community framework for the taxation of energy products was
under consideration. She pointed out that a part of the Directive, which the Government
would support and which would increase the minimum rates of duty on road fuels, would, if
agreed, assist in reducing the duty differentials between Northern Ireland and the Republic
of Ireland. The Economic Secretary cautioned, though, that acceptance of the Directive
seemed to be "quite some way off". We recommend that the Government seek to
encourage both the Presidency and the Commission to make early progress on agreeing
this aspect at least of the Energy Products Directive.

The proposed Directive is described on pages 3-4 of this note.

If you have any comments or questions about this Research Note, please contact Patsy Richards,
extension 85370 or email patsy.richards@scottish.parliament.uk.
Research Notes are compiled for the benefit of Members of Parliament and their personal staff.
Authors are available to discuss the contents of these papers with Members and their staff but
cannot advise members of the general public.
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                                           EL/00/17/6

Enterprise and Lifelong Learning Committee

Meeting  28 June 2000

Petition PE199 Scotland’s Tomatoes

The above petition has been referred to the Enterprise and Lifelong Learning
Committee by the Petitions Committee for its consideration. The petition and
accompanying information is attached.

The petitioner is seeking a commitment from supermarket retailers to stock Scottish
tomatoes where they meet appropriate quality standards. The Clerk to the
Committee has received a letter from Safeway Stores plc, unsolicited, setting out the
situation in their stores (attached).

Recommendation

The Committee could agree to write to the other major supermarket chains in
Scotland inquiring what the current situation is regarding the stocking of
Scottish produce.

John Swinney
Convener



                                           EL/00/17/7

Enterprise and Lifelong Learning Committee

Meeting  28 June 2000

Petition PE178 British Aggregates Association

Members will recall that this petition was considered by the Committee at its meeting
on 31 May. The petition, and accompanying information, is attached. The Committee
decided to see whether the Rural Affairs, European or Transport and Environment
Committees had any views before proceeding.

Communication with the Clerks indicates that the Rural Affairs Committee, which is
currently dealing with the National Parks (Scotland) Bill, is not likely to have an
opportunity to examine the petition. The European Committee has no views to offer,
and the Transport and Environment Committee may have considered it at its
meeting on 27 June, in which case a verbal report back will be given.

The petitioner, the British Aggregates Association, has already appeared before the
Petitions Committee to explain its case. The aggregates tax, to which the petitioner
is objecting, is a reserved matter. The Committee is asked to consider what action, if
any, it wishes to take on the petition.

Simon Watkins
Clerk



                                           EL/00/17/8

Enterprise and Lifelong Learning Committee

Meeting  28 June 2000

Statutory Instrument:
The Education (Student Loans) (Scotland) Regulations 2000

The above regulations have been laid before the Scottish Parliament. The
regulations are attached, together with an Executive Note outlining the main
provisions. The author of the Executive Note, Gillian Thompson, will be present at
the meeting to answer members’ queries. There is also an explanatory note at the
end of the regulations.

The instrument is laid before the Parliament under Standing Order 10.4. The
instrument comes into force on 7 July, although the Parliament has until 19
September to take any action.

The Subordinate Legislation Committee will consider the instrument at its meeting on
27 June. The Clerk will report any views expressed by the Subordinate Legislation
Committee (which must be taken into account) when the Enterprise and Lifelong
Learning Committee meets on 28 June.

The main impact of the regulations is to extend student loans to part-time students.

The regulations do also allow for the rates of student loan to be set by Ministers,
rather than having to be included in a revised set of regulations each year as at
present.

The regulations also amend an error in the repayment regulations identified by the
Subordinate Legislation Committee, when these regulations were considered by it,
and the Enterprise and Lifelong Learning Committee, earlier in the year.

Recommendation

The Committee is invited to consider any issues that it wishes to raise in
reporting to the Parliament.

Simon Watkins
Clerk


