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1. Introduction

The Border, Midland and Western Regional Assembly welcomes the opportunity to take part
in this imporant debate on the proposal for new Regional Aid Guidelines (RAG) and having
considered the first consultation paper for the experts in the Members States, we have a
number of comments and suggestions to npEatainingto the new GuidelinesThe role of

State Aids will be of greater importance to the BMW Region in lightthe proposals
contained in the CommissionOs Third Cohesion R¢p064) whereby the region will no
longer be eligible for Objective 1 funding with no Ophasing out® arrangements to be
implemented and consequently will receive flower levels of EU co financed investment

funding.

2. Regional Aid Guidelines State Aidsand the BMW Region

Under theproposal for the newRegional Aid Guideline§RAG), the Border Midland and
Western Region falls under the category of regions that are losing their Article 87.3 (a) status
due to economigrowthreasons and as such will incur a significant reduction in aid intensity

with a proposed intensity of 20% gross for lasggerpriseswith top-ups of 10% and 20%

gross for mediunsized and for small enterprises. This proposed reduction will also be
exacerbated by the introduction of stricter sectoral or thematic areas (less, but more targeted
aid) that will be eligible for public aidg.hete are no proposals for the Ophagiddof the new

aid rates commensurate with the Ophasing in® of the Competitiveness and Employment strand

under the Commissions proposals.

The Border Midland and Western Regias proposed in the Third Cohension Rec&t004)
will no longer qualify forObjective 1 status, or for transitional status post 2006, but will be
classified as d@phasinginOregion under the Competitiveness and Employm@tijective
2&3) strand. As a result there will be a very significantudidn in aid leveld far greater
than the reductioourrentlyexperienced by theconomically more advantag&buthern and

Eastern region, aan Objectivel in transition region under the current round of funding.

In spite of the good relative performaa of the region, it still suffers fromsignificant

structural handicaps which include:



Overall low levels of innovation & poor entrepreneurial culture
Comparatively low levels of company stagis

Few internationally traded service companies

Low accessd and takeup of venture capital

Poor levels of Foreign Direct Investment

Relatively weak 8 level/industry linkage®esp. outside main urban centres

Low expenditure on RTDI
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Relatively weak infrastructural endowment

These constitute Omarket failures@fwheretofore entitled the Member State to introduce
State funded policy interventions to address them. We are concerned that the proposed levels
of aid will severely limit IrelandOs ability to intervene post 2@0&ore objective of the
current NationaDevelopment Plan 200B006 is to bring about greater regional balance and
convergence in the economic performance of IrelandOs regions. One of the instruments of
cohesionwithin Ireland has been the preferential aid rates that were permissible in the BM
(NUTS II) region. This has enabled the Irish Government and IDA Ireland to agree that 50%
of inward investment should be targeted for the region. This has proven extremely difficult to
achieveand thelowering of stateaid intensities further willnakethis even more difficult to

attain. The issue within Ireland is not one of relocalisation of investnasnteferred to in the
Commission documentut rather the selection of regional locations within the country by

non EU Foreign Direct Investgravho may otherwise locate outside of the EU entirely.

The experience of the BMW Regional Assembly as a Managing Authority for an Operational
Programme with the responsibility for ensuring that all aid schemes get the appropriate
clearance has been quite Omixe Of particular concern is the length of time that it has taken
for a number of schemes to obtain apprawathich is contrary to the objective of sound
financial management and could potentially lead to the decommitment of structural funds
under the socalled On+20 rule. Such conflicts and inconsistencies with other EU policy

objectives must be avoided in future.

The Osignificant impact testsiistruments referred to that may enable greater flexibility for
regional differentiation to address specifiegional problems are not expanded upon.

However, it is imperative that the timeframe witlwhich aid proposals that are intended to



operate under such instruments are considered and decidedbepsimortened significantly

otherwise the impact of thedascheme may be diminished.

The discussion document makes reference to a proposal that aid intewsitiks be
measured on &ross Grant Equivalent rather than on a Net Grant Equivalent basis in
future. The net effect of this for each Member State it alarified. However our
understanding is that it will lower the rate of State Aids and give advantages to countries with
lower tax rates (such as Ireland) but the question remains as to whether there will be any

negative impacts associated with pursuimg policy.

In summary, ér the BMW Region, the areas of particular concern include the following:

¥ The loss of Objective One funding and the urgent need to continue to address the
infrastructural deficit;

¥ The significant reduction in State Aidatesas proposed in theew Regional Aid
Guidelines;

¥ The need to simplify structures to manage State Aids to allow for timely approval of
projects and allow for effective changes in policy where appropriate;

¥ The need for clarity and further information in a&bn to the economic based
Significant Impact tests and usability in the regional policy field;

¥ Similady clarity is needed on theroposal that aid intensitiese tobe measured oa
Gross Grant Equivalent rather than on a Net Grant Equivalent bdsiwiaand the

neteffectfor Ireland

3. Conclusion

We recognise thamportantrole of State Aids in bringingaboutsustained economigrowth,
increasingcompetitivenessaand promoting social cohesiofhe BMW Region, despitdts
relative economic mwth, is still lagging behind other regions aBthte Aid provisionis

crucial in order to increase competitiveness sunstain economiprogress

We agree that the new Regionaild Guidelinesshould reflect theprinciple that the best way
to reducedisparities between Members States is to give greater incentives to enterprises that

can increase economic and social cohesioihwe urge the Department to take these points



into consideration in any future changes it is considerifge BMW Assembly would

welcome the opportunity to discuss these issues further if this would be considered useful.
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