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1. Introduction  

 

The Border, Midland and Western Regional Assembly welcomes the opportunity to take part 

in this important 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 make pertaining to the new Guidelines. The role of 

State Aids will be of greater importance to the BMW Region in light of the proposals 

contained in the CommissionÕs Third Cohesion Report (2004) whereby the region will no 

longer be eligible for Objective 1 funding with no Ôphasing outÕ arrangements to be 

implemented, and consequently will receive far lower levels of EU co financed investment 

funding.              

 

2. Regional Aid Guidelines, State Aids and the BMW Region  

 

Under the proposal for the new Regional Aid Guidelines (RAG), the Border Midland and 

Western Region falls under the category of regions that are losing their Article 87.3 (a) status 

due to economic growth reasons and as such will incur a significant reduction in aid intensity 

with a proposed intensity of 20% gross for large enterprises, with top-ups of 10% and 20% 

gross for medium-sized 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 aids. There are no proposals for the Ôphasing-inÕ of the new 

aid rates commensurate with the Ôphasing inÕ of the Competitiveness and Employment strand 

under the Commissions proposals.   

 

The Border Midland and Western Region as proposed in the Third Cohension Report ( 2004) 

will no longer qualify for Objective 1 status, or for transitional status post 2006, but will be 

classified as a Ôphasing-inÕ region under the Competitiveness and Employment (Objective 

2&3) strand.  As a result there will be a very significant reduction in aid levels Ð far greater 

than the reduction currently experienced by the economically more advantaged Southern and 

Eastern region, as an Objective 1 in transition region under the current round of funding. 

 

In spite of the good relative performance of the region, it still suffers from significant 

structural handicaps which include: 

 



¥ Overall low levels of innovation & poor entrepreneurial culture 

¥ Comparatively low levels of company start-ups 

¥ Few internationally traded service companies 

¥ Low access to and take-up of venture capital 

¥ Poor levels of Foreign Direct Investment 

¥ Relatively weak 3rd level/industry linkages Ð esp. outside main urban centres 

¥ Low expenditure on RTDI 

¥ Relatively weak infrastructural endowment 

 

These constitute Ômarket failuresÕ which heretofore 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 IrelandÕs ability to intervene post 2006. A core objective of the 

current National Development Plan 2000-2006 is to bring about greater regional balance and 

convergence in the economic performance of IrelandÕs regions.  One of the instruments of 

cohesion within Ireland has been the preferential aid rates that were permissible in the BMW 

(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 

achieve and the lowering of state aid intensities further will make this even more difficult to 

attain.  The issue within Ireland is not one of relocalisation of investment, as referred to in the 

Commission document, but rather the selection of regional locations within the country by 

non EU Foreign Direct Investors, who 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 ÔmixedÕ.  Of particular concern is the length of time that it has taken 

for a number of schemes to obtain approval Ð which is contrary to the objective of sound 

financial management and could potentially lead to the decommitment of structural funds 

under the so called Ôn+2Õ rule. Such conflicts and inconsistencies with other EU policy 

objectives must be avoided in future. 

 

The Ôsignificant impact testsÕ instruments referred to that may enable greater flexibility for 

regional differentiation to address specific regional problems are not expanded upon.  

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



operate under such instruments are considered and decided upon, be shortened significantly, 

otherwise the impact of the aid scheme may be diminished. 

 

The discussion document makes reference to a proposal that aid intensities would be 

measured on a Gross Grant Equivalent rather than on a Net Grant Equivalent basis in 

future.  The net effect of this for each Member State is not clarified. 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 pursuing this policy.   

 

In summary, for 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 Aids rates as proposed in the new 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 relation to the economic based 

Significant Impact tests and usability in the regional policy field;  

¥ Similarly clarity is needed on the proposal that aid intensities are to be measured on a 

Gross Grant Equivalent rather than on a Net Grant Equivalent basis in future and the 

net effect for Ireland.    

 

3. Conclusion  

 

We recognise the important role of State Aids in bringing about sustained economic growth, 

increasing competitiveness and promoting social cohesion. The BMW Region, despite its 

relative economic growth, is still lagging behind other regions and State Aid provision is 

crucial in order to increase competitiveness and sustain economic progress.  

 

We agree that the new Regional Aid Guidelines should reflect the principle that the best way 

to reduce disparities between Members States is to give greater incentives to enterprises that 

can increase economic and social cohesion but we urge the Department to take these points 



into consideration in any future changes it is considering. The BMW Assembly would 

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

 

____________________________ 
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