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R&SD Executive Group Item 5.3
EU Cohesion Update and Macro-Regional Strategies
Purpose

1. This report summarises the latest developments around COSLA activities over the future of EU Structural Funds. Likewise, Members are invited to agree to campaign to support the  continuation of Objective 2 Competitiveness funding in areas such as Scotland. Similarly Members are invited to discuss and eventually approve a position on the conditions and limits to the possible establishment of macro-regional strategies in the North Sea and Atlantic areas.

Recommendations

2. Members of the Executive Group are invited to:

i. Note the recent developments and next steps on the discussion on the future EU Structural Funds, including the Scottish Local European Elected Representatives meeting on 29 October;

ii. Provide a general endorsement to the pan-European campaign to maintain Objective 2 Competitiveness Objective;

iii. Note the call for the appointment or reappointment of the Local members of the Lowlands and Uplands Programme Monitoring Committee;

iv. Note the recent work of  COSLA CoR members in scoping the value of a North Sea strategy and the forthcoming Open Days event supported by COSLA next October; and
v. Eventually agree, with the appropriate amendments, the draft COSLA position on Macro-Regions and its potential for the North Sea.

EU Cohesion discussions 

3. The EU Cohesion Policy, which with €347bn amounts to 37% of the EU Budget for 2007-2013 is up for review. In Scotland, the Highlands and Islands will receive £117million with the rest of Scotland (the ‘Lowlands and Uplands’ area) receiving £434 million of EU Structural Funds. When Member States (led by the UK Government) reached an agreement on the EU Budget at the end of 2006, they included a clause whereby the EU Budget would be significantly reviewed in 2009/2010. After a long scoping phase in which COSLA has been actively involved, time has come for the EU Institutions to undertake detailed negotiations based on some firm proposals. 

4. This process will start with the publication of the EU Budget Review (29 September) and, linked to it, the 5th Cohesion Report (3 November) which will unveil what will be the future structure of EU Cohesion Policy, and crucially, if areas such as Scotland (all, some or none of it) would receive any funding post 2013. 

5. This is happening at a time when the value to local government of EU funding has increased due to the decrease in domestic resources. At the same time most Member States (no less  the UK) are keen to cut down their annual contributions to the EU budget, currently totalling €140bn per year to well below €100bn. Similarly there are intense pressures from other parts of the Commission to take away a substantial part of the current €44bn a year that is earmarked for the Structural Funds towards “thematic” funding that can be used by their departments (such as Environment, Research, Transport, Entrepreneurship, etc.) 
6. The situation does not look much better than previously reported (and indeed there are revived calls to move the European Social Fund away from the Structural Funds) but there are some promising developments, mainly the willingness of some of the big countries to support EU Structural Funds potentially to all parts of the EU where it can make a difference and the fact that we understand that the 5th Cohesion Report will contain very substantial proposals specifically aimed at local areas.

COSLA activities

7. Members may recall our existing involvement in scoping the value of Local Development Partnerships in delivering Structural Funds in the future. Similarly, thanks to the input of Council and consortia practitioners, we have provided strong evidence in the discussions over simplifying the EU Structural funds.  Most recently we have been working with the Scottish Regional Development Committee member, Ian Hudghton MEP, in several European Parliament votes where he kindly supported – and got approved- several amendments arguing the case for future funding in areas such as Scotland where it can still provide added value.  
8. Similarly, last June COSLA Vice President Rob Murray participated in a meeting with his counterparts from elsewhere in the UK at the UK Embassy in Brussels with senior UK and EU officials where we obtained valuable information of the state of play of the discussions.  Finally, Cllr Hay has formally written to the Government calling for support or our policy line on the future of EU Cohesion policy; the Government has replied indicating its keenness to continue exploring the merits of continued EU Structural Funding to Scotland. Cllr Hay will meet the Europe Minister later this month to follow up this discussion.

9. Forward looking, the discussion will now take a more political and formal dimension. In preparation for this, on 29 September a meeting of the Scottish Locally Elected European Representatives (SLEER) Group has been convened to bring together all Scottish Councillors that are members on EU bodies (CoR, CPRM, CEMR, Eurocities, etc)  and try to coordinate what it will be a very intense lobbying period.  The terms of reference of the SLEER Group agreed by the March COSLA Convention makes it clear that it is this Executive Group that is  the body responsible for agreeing Scotland wide local government positions on this and other related EU dossiers, with SLEER in effect being a coordination arrangement.

COSLA endorsement to the Objective 2 EU-wide campaign

10. As mentioned above, the Lowlands and Uplands of Scotland are included in the Objective 2 Competitiveness funding. The Highlands and Islands currently benefit from the proportionally larger Objective 1 Cohesion funding on a transitional basis. It is not clear whether in the future the whole of Scotland would fit into the current Objective 2 category, and even if any funding would be allocated to this comparatively prosperous sort of region. 

11. To press for this continued funding a quite dynamic campaign has been initiated by the Devolved government of Lower Austria. Although aimed at Managing Authorities such as the Scottish Government, COSLA has been involved at an officer level in the development of this campaign due to its potential value in supporting our case as well for intelligence sharing purposes.  We have reported about this campaign to the Scottish Government , Councils and Consortia officers.  

12. The main focus of this campaign is a Declaration to be signed by the relevant first ministers or equivalent managing authority and a major public event including a formal handover of this Declaration to Commission President Barroso on 7 October.

13. Although COSLA cannot formally sign the Declaration, not would it be appropriate given its rejection to sub-zoning of the Objective 2 funds (such as it existed until 2006), it is proposed that COSLA sends a letter expressing overall support and solidarity with this the goals of this campaign acting as “additional supporters” as suggested  by the organisers of this campaign.
Renewal of the Local Government representatives in the LUPS PMC

14. At the beginning for the current mandate period three Councillors, John Berry, Kate Dean and David O’Neill where nominated as local government representatives to the Lowlands and Uplands of Scotland Programme Monitoring Committee. The PMC’s main task is to oversee the implementation of the Structural Funds in the LUPS area, covering the whole of Scotland except Highlands and Islands.  
15. Having reached halfway through the process the Scottish Government is requesting the current nominations to be refreshed – i.e. appointed or reappointment.  The same terms and conditions for existing and prospective members apply.  

16. This is a difficult issue, given that that Members have been invited either to be reconfirmed, or if different to provide CVs and, after approval, sit on a committee chaired by a civil servant which then advises the Minister.  It is intended that a paper will be submitted to September’s Leaders’ meeting to suggest ways that we can regularise the position that COSLA's nominees have (with respect to the Concordat agreement), and probably agree our representatives through political group nominations, as happened last time.  
Draft COSLA Position on Macro-Regional Strategies and potential implications for the North Sea
17. A macro-regional strategy aims to bring together all Member States, local and regional authorities of a given geographical area, be defined around a sea (Baltic), a river (Danube) or a mountain area. Indeed a Baltic Sea Strategy is already in place among the countries and regions of that basin. The idea is to pool existing resources and ensure coordination of policies affecting that area. This can make sense for eminently cross-border issues such as fisheries,  river management or environmental matters, including climate change. In addition, this new coordinated approach could also have a good potential for shared economic development. 

18. In order to scope the merits of this approach for Scotland, COSLA Vice President Cllr McChord became a founding member of the North Sea Inter-regional Group. The choice of the North Sea is because it was the area that (at the time) looked to have the greater potential to involve Scottish councils, and for creating a testbed for using the lessons learnt in other strategies, notably over the Atlantic area. Indeed the annexed position statement aims to provide common principles that can be applied to both areas.  It is worth noting that as of June 14, EU Ministers under the Spanish Presidency, agreed that an Atlantic Strategy be developed over the next year.  To respond to this mandate the Commission launched a succinct consultation on 14 August on some basic points of principle.  The key points on macro-regions can be responded to by using the below draft COSLA response, if approved.
19.  A crucial part of this work has been the scoping of such a Strategy through an Opinion of the Committee of the Regions. COSLA was able to actively participate in these discussion thanks to the abundant support and evidence from the concerned Councils and Consortia. Indeed the attached position informs and is informed by substantive work led by the Scottish Councils in the North Sea Commission.

20.  The “Kuhn Opinion” was approved at the Territorial Cohesion Committee last 24 June, Scottish CoR member Cllr Garvie had success in the discussion and tabling of amendments to this opinion, which where included as compromises.  Looking forwards COSLA is supporting Aberdeenshire and ESEC in a scoping workshop to take place as part of the CoR Open Days – European Week of Cities and Regions on 5 October.
21.  Although the Commission always insists on the three NOs (no institutions, no additional funding a no new legal instruments), it is very likely that these new models of cooperation might become a template for delivering some EU funds in the future. 
22. Members are invited to endorse the annexed position with any changes agreed at the Regeneration and Sustainable Development Executive Group meeting. 
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COSLA position

Macro-Regional Strategies. Specific potential implications for the North Sea

General key political messages on Macro-Regions

1. Local Authorities in Scotland are keen to ensure that new arrangements in a macro-regional strategy do not create new structures and that any cooperation arrangements do not interfere with the delivery of local/regional priorities but rather, enhance the role that the established public bodies or cooperation structures (such as the North Sea Commission, Atlantic Arc, etc.) has by bridging any gaps in addressing common concerns that might exist at the moment.   

2. A strategy such as one based around the North Sea could instead focus on co-ordinating the plethora of existing policies and funds to make their delivery more effective and efficient, while also taking into account the territorial specificities of the North Sea. The same would apply for developments in the Atlantic Area, as expressed in the current consultation paper of the European Commission. 

3. It is important to ensure that in spite of the scale of any macro-regional strategies, its development and delivery should be mostly undertaken at a local and regional level rather than by Member State governments and their agencies. The Scottish Devolution settlement needs to be taken into account from the outset. 
4. To be specific, if both North and Atlantic Strategies are to be launched, Scotland as a country and some individual Local Authorities would need to be involved in the development of both of them. This would require a careful demarcation of responsibilities and priorities both between strategies but also as regards to the relationships between the local priorities and the national objectives. We are keen to stress that this particular situation would mean that national priorities do not automatically take the precedence over local priorities, instead it will be important that councils have direct engagement in developing and implementing these strategies, and ensuring that these tie in with local priorities.

5. For Local Government the bottom-line is to ensure that a Macro-Regional strategy does not reduce our scope for action, let alone our statutory powers but by contrast allow us to address issues that go beyond our geographical and policy scope
6. Macro-Regional strategies would need to work under a Multi-Level Governance Structures involving EU, Member State, Devolved and local authorities according to their existing roles and powers for it to provide real added value  

7. There is scope to build on INTERREG, however we reject the idea of substituting direct funding to regions for an enlarged interregional cooperation funding. 

8. In this regard it is worth considering that, in view of the likely shift of EU funding from territorial funding (CAP, and Cohesion) to thematic funding that is heralded in EU2020 and is signaled as a likely avenue on the EU Budget Review, a macro-regional approach could be a good way of marrying the intended drive for thematic transnational EU funding instruments while keeping a territorial approach.  However such a move should not go as far as losing the regional dimension to the development and delivery of such territorial strategies.
Specific points on a North Sea Strategy (NSS)
9. COSLA is keen to support the assessment of the merits of creating a North Sea Macro-Regional strategy.  COSLA has been collaborating with the relevant Scottish Councils and European Consortia, as well as with neighbouring countries and regions.  Given the crucial moment in the scoping of future EU policies and its funding streams, this exercise is pertinent, not just in terms of lessons that can be learned and solutions that can be applied the North Sea as such, but also for their potential use in other strategies such as in the Atlantic area.

10. While it needs to be recognised that the North Sea, which is a fairly open maritime area, has not the background of close cooperation as reflected in the Baltic Sea Strategy already in place, the INTERREG North Sea Programme and the CPMR North Sea Commission show that there is already a good ground of cooperation on a multilateral basis. However the success of any future Strategy would depend of individual Councils having a direct role in its development.  

11. It is important to clarify its possible policy scope, namely whether it should be a purely marine-based strategy focused on marine issues or should consider the North Sea as a “territory” , therefore adding wider elements particularly economic regeneration and sustainable development aspects. COSLA would advocate that if the Commission were to make a formal proposal on Macro-Region in the North Sea (and Atlantic area) their scope would need to incorporate land based activities rather than be restrained to maritime policies.
12. The key element to define the scope would be to identify which areas suffer the most from the lack of proper North-Sea wide action, or where actions taken separately in individual countries or parts of the sea basin are incoherent or inconsistent. However a focus on key priorities would require an active role of national administrations this should not be used to deprive Local Authorities of being directly involved in those aspect of the Strategy that directly concerns them. 

13. In this regard, it is equally important to clarify who should be the lead Commission Directorate General supporting this development, i.e. DG Maritime Affairs or DG Regional Policy.  A possible solution is to set up a specific partnership between these departments to develop sea-based macro-regional strategies together.

14. Directly linked to the above issues is the matter of the geographical scope of the Strategy: we believe that its focus should be on the North Sea itself and no specific treatment should be provided to the Channel Area if this area is in the end included in the same Macro-Regional Strategy. There are indeed concerns about the extent whether the English Channel should be included at all, given its well defined geographical area, economic and social features and comparatively stronger cooperation links vis-à-vis the North Sea proper. The geographical aspect also concerns how far inland the Strategy should cover: rather than predetermining top down in maps how inland the area should go, we advocate an evidence-based assessment: once the policy issues in which the Strategy should focus on have been settled, it will be possible to define which areas are more directly linked or affected by them.  However, a crucial point is to avoid drawing abstract lines in maps and to use Local Authority boundaries wherever possible to ensure clarity and legal certainty.  

15. On funding we note the European Commission “three no’s” (no new funding, no new legal instruments and no new structures”). At this stage, this could even be a healthy starting point as to focus minds of trying to identify the common problems and the possible ways of working together. However once this initial stage is reached, inevitably the question of additional EU funding will arise. 

16. In this regard it is important to stress the need to distinguish potential EU support for macro-regions as distinct to the discussions about the future of EU funding for the Cohesion and Convergence regions, let alone as a compensation for loosing funding on the former.

17. Similarly, it is important to stress that funding for a NSS implementation should not constitute a mere “rebranding” of the current INTERREG IVB programmes, but include genuine additional EU funding.

Specific key policy objectives for a North Sea Strategy:

18. The input received from Councils and Consortia reveals a wide but at the same time quite defined list of where it is recognised there is potential scope for further cooperation across the North Sea. The list below is proposed as a basis from which to establish a number of priorities within the Strategy:

19. Sustainable Development:  The North Sea is a very complex and sensitive ecosystem while its transport links and economic activities are very dense. It only makes sense to develop an overall strategy that tries to bring together the environmental and socio-economic dimensions as well as the relevant EU, national and local actors.  Co-ordination across boundaries and sectors will be required to implement emerging legislation such as the Marine Strategy Framework Directive, which requires ‘good environmental status’ for the North Sea by 2020.

20. Maritime Spatial Planning: The need for Maritime Spatial Planning (MSP) and comprehensive resource management is urgent. However we want to stress that we are not proposing undermining existing national and local planning powers, but to coordinate them better.  Co-ordination will be key to ensuring that the interests of traditional sectors such as fisheries and transport are protected while Scotland takes advantages of the opportunities of new sectors such as offshore renewable energy.

21. Economic Development: North Sea ports are important hubs for the export/import of goods and to provide access to business locations in Europe’s hinterland, stimulating economic development in the area.. There is great scope for sector specific joint collaboration to develop supply-chains at North Sea level to maximise new business opportunities and identify new markets and efficiencies.  It is essential to ensure free passage in the North Sea and a good flow to the hinterland, hence directly related inland based activities, as well as vocational training and employability need to be included in the Strategy. 

22. Transport: For Scotland the issue of sea links, as evidenced when the Rosyth Ferry was discontinued, are of paramount importance.  The revision of the Trans European Networks and the “Motorways of the Sea” should be considered also in the context of the North Sea Strategy. Other specific issues that are raised here such as  the development of maritime hubs, sustainable ports or the potential for R&D in maritime design could be also considered.

23. Climate Change: In the push towards a low carbon society, Scotland has significant challenges in order to achieve our own targets included in the Scottish Climate Act and its implementing measures.  Much can be to learned from those regions around the North Sea which are generally more advanced in the following (non-exhaustive) areas: green public procurement, low carbon building techniques and technology, and energy efficiency in manufacturing and design.   However the key issue is how to ensure that each of our domestic climate adaptation measures work hand in hand and with the EU overall targets.  A North Sea Strategy could help in identifying transnational climate impacts and collaborative adaptative solutions as a horizontal theme. 

24. Energy: Scotland is leading in setting up commercial installations in offshore marine energy, as shown by the recent authorisation for several wave energy plants around the Orkney Islands and also off the west coast too. Similarly the North Sea Supergrid is considered a key aspect in the Scottish renewable energy strategy, and therefore we welcome that the EU is supporting it.  Another crucial element should be to ensure grid address, particularly to prevent that Scotland geographical location vis-à-vis the main energy markets penalises its grid access.

25. Culture and Tourism: As with the research and education, there is scope for integrated projects. One issue that is of particular interest is that of the historical links between Scotland and the Hanseatic League. Also cultural and academic exchange with the North European / Scandinavian countries is an obvious avenue for cooperation for Scotland that the national and local levels have already undertaken in the past.  The linkages between culture in the North Sea and the development of sustainable tourism should also be explored through the strategy.
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