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Executive Summary

Introduction

This summary provides an overview of the main findings of a post programme evaluation of the
European Structural and Investment Funds (ESIF) 2014-2020 Programme, comprising the
European Regional Development Fund (ERDF) and the European Social Fund (ESF). The aims of

the evaluation were two-fold, namely to:

e assess the extent to which the 2014-2020 ESIF Programme has met its financial and
operational goals and targets as detailed at the outset of the Programme.

e capture lessons from the 2014-2020 Programme - what has worked well in terms of ERDF
and ESF funded activities and what elements have been unsuccessful and impaired

delivery.
The evaluation comprised:

e detailed analysis of Programme data, including financial performance and progress against
output and results targets.

e interviews with key personnel within the Scottish Government (SG), including Managing
Authority (MA) and Audit Authority (AA) representatives and across the network of Lead
Partners (LP) responsible for delivering strategic interventions (SI).

e an online survey of Delivery Agents (DA) involved in the delivery of programme operations.

e anonline survey of SMEs that had been supported through funded activities.

The study also benefitted from previous evaluations of the Programme conducted over the last

three years and the input of the SG Steering Group.

Programme performance: benefits

While the evaluation found that the Programme has under-performed against original targets, it is

important to recognise the important benefits that have been achieved, nonetheless.
In particular, the evaluation found that:

e the funding helped LP and DA to enhance and scale up existing (or new) provision across

the Programme themes - thereby providing a wider offer and supporting more

beneficiaries than would otherwise have been the case.
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This is true across the Programme, enabling support to reach more businesses, individuals
and communities that would otherwise have been possible. Indeed, the average level of
additionality reported was 67% - a high level for the Programme" - meaning that the ESIF
Programme has enabled up to two-thirds more activity across the Programme themes than
would have happened without the Programme.

e the funding facilitated the development of new or stronger connections and partnerships
between LP and other DA, including the third sector.

e there were key successes in all areas of the Programme (as well as missed opportunities)
including areas such as innovation support, commercial investment funds, digital
infrastructure, employability support, low carbon development and infrastructure and
programmes to address poverty and promote social inclusion.

e the Programme also levered a total of €687 million in match-funding.

It is also worth noting that the multi-annual nature of ESIF over a sustained period provided a
longer-term investment programme than is available from some other (current) public sector
budgets and funding programmes. This provided certainty and continuity of funding to delivery

organisations, supporting longer-term planning and interventions, and creating a long-lasting

legacy.

Programme performance: issues

While many of the benefits are significant, the evaluation concludes that more might have been
achieved. The available data and evidence indicate that the 2014-2020 ESIF Programme has fallen
short of its original and reprofiled financial goals, Table 1, over. Financial performance is also

mixed at the Programme theme and priority axis levels.

Funding decommitments reduced the total available funding and there was significant reprofiling
of budget allocations throughout the Programme period. Funding lost to Scotland represents a
missed opportunity to provide even greater levels of support to businesses, to fragile and
disadvantaged economies and to individuals who require intensive advice and support to lift them

out of deprivation and into the labour market.

! The evaluation gathered feedback and input from 38 LP involved in a wide range of Sl across all themes of
the Programme. Each LP was asked to provide an estimate of the additionality of the ESIF activities - in other
words to consider what would have been delivered without ESIF support. This then allowed a calculation of

the additionality of these SI, see Chapter 8 for more detail.




Table 1: Original and current/reprofiled ESIF 2014-2020 financial performance - by funding programme
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Financial allocation ERDF ESF

Original Reprofiled Original Reprofiled Original Reprofiled
E’F;Fg‘fgfe't;re €994,067,052 €634,388,412 €914,062,110 €778,253,364 €1,908,129,162 €1,412,641,776
Grant approved €467,252,563 €297,598,228 €455,789,700 €354,230,544 €923,042,263 €651,828,773
Grant paid €269,961,995 €317,585,315 €587,547,310
% paid versus grant 58% 91% 70% 90% 64% 90%
approved

Source: Original - ERDF/ESF Operational Programme document (2014) and EUMIS (2024). Current/reprofiled - EMUIS (2024) Note: Figures converted from GBP to Euros
using exchange rate of 1.17

Performance against output and result indicators and targets is also mixed at Programme, theme, and priority axis levels, and targets were again
extensively reprofiled. The compliance process and weight of evidence required to demonstrate the eligibility of beneficiaries reduced the numbers of

businesses and individuals supported that could be claimed, hence it is likely that the Programme has delivered more than the data suggest.

LP experienced difficulties in securing all the necessary documentation to evidence beneficiary eligibility, particularly when required to collect evidence
retrospectively to meet changing requirements. The monitoring data is therefore likely a significant underestimation of the Programme’s reach and

achievements.
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Several internal and external factors help to explain why the performance of the Programme was

constrained and hindered, including:

e internal factors, namely the processes, procedures, and systems that supported delivery -
this includes: a delayed start to the ERDF and ESF Programmes; factors leading to Sl and
operations being withdrawn, rejected or decommitted; a lack of comprehensive guidance
at the outset and changes to guidance; appropriateness of target setting; time spent
considering cost models; delays (and backlog) in the submission and verification of claims;
the role of the governance and audit regime - an elongated chain of governance and a
strict approach to audit compliance; and the timing and scope of the ESIF 2014-2020 mid-
term review.

e external factors, including Brexit, the (unforeseen) COVID-19 pandemic, and the ability of

LP and DA to secure match-funding.

At root, the problems that beset the Programme were present from the beginning and stemmed
from an initial failure to allocate sufficient resources to Programme set up and to establish properly
collaborative ways of working across Programme management and delivery structures. To a large
extent, while performance did improve over time, the Programme never fully recovered from these

early issues.

These internal and external factors had a range of knock-on consequences for the Programme,

including:

e initial issues with Programme oversight.

e ESF and ERDF Programme suspensions by the European Commission (EC).

e significant decommitment of funding due to expenditure targets not being met.
e geographical fragmentation, for example, in the Transition Region.

e extensive reprofiling of budget allocations, match-funding, outputs, and results.

e under-reporting of Programme performance.

It took a significant amount of time and effort on behalf of the AA and MA to get the ESF and ERDF
Programmes lifted out of suspension. If this had not been achieved, then the likely outcome would
have been that the Programmes would have closed earlier than planned, and all funds would have

had to be repaid to the EC. It was therefore critical that this outcome was avoided.
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The Programme also demonstrated some flexibility to adapt and reprioritise effort during the
pandemic, including diverting financial and staff resources to the emergency response effort - the
EC did not automatically suspend the N+3 rule? for 2020 in response to the pandemic. Rather, SG
as the MA successfully invoked Article 87 ‘Force Majeure’ of the CPR (1303/2013) to mitigate for
non-delivery of activities during the COVID-19 lockdowns. This was approved, meaning that

underspends in 2020, equating to €53.8 million, did not have to be returned to the EC.

Further, the Programme Monitoring Committee (PMC) has accepted the EC Strategic Technologies
for Europe Programme (STEP) amendment which provides the MA with a 12-month extension to
the closure of the 2014-2020 Programme. This means SG will likely submit additional claims for the
ESIF 2014-2020 Programme totalling potentially up to an estimated €26 million or £22 million by
31 October 2024.

Lessons learned

The evaluation report provides details of the key lessons to be learned from the 2014-2020 ESIF
Programme covering design, management and delivery, compliance and audit, and
communication, collaboration, and sharing experience. These lessons reflect key principles,

including:

e ensuring that sufficient resources and expertise are available to manage the initial
Programme set up stage, including the expertise that exists across the LP network.

e establishing the principles and processes that will enable collaboration across the
Programme management and delivery structures such that the need for appropriate
accountability is balanced with the shared ambition of maximising the benefits of the
Programme for Scotland.

e asfar as possible, working to simplify processes and evidence requirements within a clear
Programme framework (recognising that European Union (EU) funding does come with
some complexity).

e making allowance for regular and meaningful review of progress and performance to
enable such mitigating actions as required to maximise the use of funding and to maximise
performance in future.

e the importance of flexibility to make changes to programme where it is possible to do so to

improve performance and ensure the programme is able to meet its goals.

2 N+3 stipulates that funding must be spent within a three-year period after allocation.
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e accepting the need for some flexibility to respond to unforeseen circumstances.

e ensuring that systems and processes are fit for purpose and efficient.

Post Brexit, there will be no more EU funding in Scotland, but these are lessons that can equally

apply to domestic funding programmes.
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1 Introduction

This report presents the findings of a post programme evaluation of the European Structural and
Investment Funds (ESIF) 2014-2020 Programme. The research was commissioned by the Scottish
Government (SG) and undertaken by EKOS between December 2023 and August 2024.

The research was overseen by a small Steering Group, comprising representatives from SG

European Structural Funds and Subsidy Control Division, and which met monthly.

1.1 Context

Scotland has benefitted from ESIF for many years - the funds have been an integral and hugely
valuable part of Scotland'’s regional policy infrastructure for over 40 years and have consistently

contributed to sustainable and inclusive economic growth.

The ESIF are made up of several funds, two of which are within the scope of this evaluation - the
European Regional Development Fund (ERDF) and the European Social Fund (ESF). Finance for

these two funding Programmes is split between two programme areas, including:

e the Highlands and Islands (H&l) - a Transition Region.
e the rest of Scotland - Lowlands and Upland Scotland (LUPS).

SG as Managing Authority (MA) for the Programme distributed these funds to Lead Partners (LP)
identified at the start of the programme period, such as SG directorates, local authorities, and
other agencies. LP distributed the funding between individual Strategic Interventions (SI) (groups
of projects of scale, longevity, and ambition) and those operations (or programmes of activity)

which sat under the umbrella of a SI, and to organisations known as Delivery Agents (DA).

The end date for the delivery of operations was extended to 30 September 2023, and the financial
end date was 31 December 2023.

1.2 Evaluation aims

SG is required to complete a post programme evaluation by 31 December 2024 as part of the

formal requirements for ESIF 2014-2020 Programme closure.
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The aims of the evaluation of the ESIF 2014-2020 Programme in Scotland are two-fold, namely to:

e assess the extent to which the 2014-2020 ESIF Programme has met its financial and
operational goals and targets as detailed at the outset of the Programme.

e capture lessons from the 2014-2020 Programme - what has worked well in terms of ERDF
and ESF funded activities and what elements have been unsuccessful and impaired

delivery.
The research objectives were to establish:

e whetherthe 2014-2020 Programme met its financial and operational targets.

e what worked well in terms of ESF and ERDF funded activities - that is, what are the
successes of the Programme.

e what barriers prevented or impacted delivery of ESF and ERDF funded activities.

e whatlessons can be applied to a future funding Programme.

e what strengths did the Programme exhibit.

1.3 Study method

A mixed-methods approach was adopted for the evaluation comprising secondary research and

primary research elements, and presentations of evaluation findings.

Secondary research

Documents and data reviewed

A range of existing information and data were reviewed, distilled, and synthesised as part of the

post programme evaluation, including:

e ESIF 2014-2020 consultation documents.

e ESIF 2014-2020 governance documentation.
e Operational Programmes documentation.

e Annual Implementation Reports (AIR).

e case study booklets.

e existing evaluation evidence.

e Programme Monitoring Committee (PMC) papers and minutes.

The post programme evaluation did not start from a blank sheet. SG has commissioned several

independent evaluations of the ESIF 2014-2020 Programme at a national, regional, and thematic

level over recent years as well as undertaking an internal mid-term review.




7, ekos

This includes:

e Ex-Ante Evaluation of ERDF and ESF 2014-2020 Scottish Operational Programmes.

e European Structural Finds - Mid-term review recommendations (2017).
e Evaluation of the ESIF Programme 2014-2020 Delivery Structures and Partnership Working.
e Evaluation of the ESIF 2014-2020 Programme in the Highlands and Islands.

e Evaluation of the ESIF 2014-2020 Programme: Impact on SMEs and Long-term

Unemployment.
e Evaluation of the ERDF 2014-2020 Programme: Impact on Low Carbon Objectives.

e Consultation on the Future Replacement of ESIF in Scotland.

e Evaluation of the Youth Employment Initiative in South West Scotland.

There have also been Scottish Parliament inquiries relating to the use of ESIF in Scotland.

Many of the issues and challenges, successes, and lessons learned identified in the post
programme evaluation confirm findings captured within the aforementioned evaluation reports
and inquiry submissions. Those documents have been a useful and important source of additional

intelligence for the ex-post evaluation.

Approach to addressing the evaluation objective to assess the extent to which the 2014-
2020 ESIF Programme has met its financial and operational goals and targets

To fully address the evaluation objective to assess the extent to which the 2014-2020 ESIF
Programme has met its financial and operational goals and targets as detailed at the outset of the

Programme, the following approach was adopted.

The client steering group provided a training session to the EKOS study team on the EUMIS IT
system which helps to monitor the implementation of the Programme and responded to any follow
up queries or points of clarification. Further, a member of the EKOS study team was subject to the
Baseline Personnel Security Standard (BPSS) and granted approved access to the MA’s SCOTS

system (internal server) and shown how to access more bespoke ESIF reporting.

LP final submission of performance data on EUMIS was 31 March 2024. The MA is undertaking an
exercise to review and correct any issues with this data, and this exercise will continue until the end
of the Programme. The output and result data presented in this report is at a particular pointin
time and subject to change - EUMIS output and result data was downloaded on 14 June 2024 to
help feed into the analysis presented in Chapter 6 and Appendix C.

The MA concluded its checks and validation of final financial claims prior to making final payments

on 28 June 2024. EUMIS financial data was downloaded on 1 July 2024 to help feed into the

analysis presented in Chapter 5.



https://www.gov.scot/binaries/content/documents/govscot/publications/advice-and-guidance/2017/09/esif-formal-evaluations/documents/ex-ante-assessment-pdf/ex-ante-assessment-pdf/govscot:document/Ex-ante%20assessment.pdf
https://www.gov.scot/binaries/content/documents/govscot/publications/advice-and-guidance/2017/09/esif-formal-evaluations/documents/european-structural-funds-delivery-structures-evaluation/european-structural-funds-delivery-structures-evaluation/govscot%3Adocument/Evaluation%2B-%2BFinal%2BReport%2B-%2BESIF%2BDelivery%2BStructures%2B-%2BJanuary%2B2022.pdf
https://www.gov.scot/binaries/content/documents/govscot/publications/advice-and-guidance/2017/09/esif-formal-evaluations/documents/evaluation-of-the-2014-2020-european-structural-funds-programme-in-the-highlands--islands/evaluation-of-the-2014-2020-european-structural-funds-programme-in-the-highlands--islands/govscot%3Adocument/HI%2BEvaluation%2BFinal%2BReport%2B11%2BMarch%2B2022.pdf
https://drive.google.com/file/d/18owQ-0nkeVwTDAsDQfidE_2BmxgLGfm5/view
https://drive.google.com/file/d/18owQ-0nkeVwTDAsDQfidE_2BmxgLGfm5/view
https://drive.google.com/file/d/1uV67aL8rvqROkY7_vL26aKY3KM2-aejL/view
https://www.gov.scot/binaries/content/documents/govscot/publications/consultation-analysis/2020/06/consultation-replacement-european-structural-investment-funds-esif-post-eu-exit-scotland-consultation-report/documents/consultation-replacement-european-structural-investment-funds-esif-post-eu-exit-scotland-consultation-report/consultation-replacement-european-structural-investment-funds-esif-post-eu-exit-scotland-consultation-report/govscot%3Adocument/consultation-replacement-european-structural-investment-funds-esif-post-eu-exit-scotland-consultation-report.pdf
https://www.gov.scot/binaries/content/documents/govscot/publications/corporate-report/2016/01/yei-evaluation-report-2014-2020/documents/youth-employment-initiative-second-evaluation-report-for-the-2014-2020-scottish-operational-programmes-december-2018/youth-employment-initiative-second-evaluation-report-for-the-2014-2020-scottish-operational-programmes-december-2018/govscot%3Adocument/Final%2BReport%2B-%2BYouth%2BEmployment%2BInitiaitve%2BEvaluation%2B-%2B28th%2BDec%2B2018.pdf
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Primary research

The stakeholder consultation and engagement stage, which was progressed between February

and 31 May 2024, included:

e 16 interviews with SG including representatives within the MA (for example, the European
Structural Funds team and Portfolio and Compliance teams), and the Audit Authority (AA).

e interviews with 32 of the 40 LP organisations - these interviews typically included multiple
representatives from LP organisations.

e anonline survey of DA who delivered operations on behalf of LP was undertaken - EKOS
provided LPs consulted with an email introduction and survey link to push out to their DA,
and a total of 56 responses were received when the DA survey closed on 17 May 2024.

e anonline survey of Small and Medium Enterprises (SMEs) supported by ERDF operations -
a similar approach to that of the DA survey was undertaken, and a total of 83 responses

were received when the SME survey closed on 31 May 2024.

Presentation of evaluation findings

Presentations of evaluation findings will be undertaken with:

e the clientand PMC.

e LP programme closure event.

1.4 Research limitations

The main research challenges or limitations were that:

e staff turnover in recent years within the MA and LP meant that some individuals involved in
the design, delivery, and management of the Programmes, S, and operations were no
longer in post at the time of the ex-post evaluation - some interviews were undertaken with
individuals who had been involved from partway through or towards the end of the
delivery period.

e the agreed stakeholder list had a ‘preferred contact’ for each LP - this meant that for some

LP who managed and delivered both ERDF and ESF S| and operations, a consultation was

undertaken on one rather than two funding programmes.
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e we relied on the support and willingness of a range of third parties to help implement
elements of the primary research - that is, LP were asked to distribute DA and SME online
surveys either directly and/or through their DA on our behalf. Some but not all did, and this
reflects factors such as: staff changes in DA; where operations finished some time ago; that
follow-up monitoring of impact is already undertaken by LP; and concerns about survey
fatigue. Responses to the SME survey therefore provide a snapshot of views - itis not a

representative sample, and findings cannot be generalised to all SMEs supported by ESIF.

1.5 Report structure

The next two chapters set the scene for the evaluation and provide context for the research

findings, comprising:

e Chapter 2 which provides a high level overview of the design of the ESIF 2014-2020
Programme.
e Chapter 3 which presents an overview of what was delivered through the ERDF and ESF

funding Programmes.
Chapters 4 to 9 then set out the main findings aligned to the evaluation objectives, including:

o Chapter 4 which considers the range of internal and external factors that impacted
Programme performance, and draws on feedback captured in previous and this current
evaluation.

e Chapter 5 which provides an assessment of the financial performance of the ESIF 2014-
2020 Programme.

e Chapter 6 which provides an assessment of the extent to which Programme outputs and
results were achieved.

o Chapter 7 which presents some of the Programme’s successes and achievements.

e Chapter 8 which considers the benefits of ESIF, additionality, and missed opportunities.

o Chapter 9 which presents lessons learned.

Chapter 10 presents our overall concluding remarks based on the evidence presented in the main

body of the report.

The following appendices are attached: Appendix A - list of organisations consulted; Appendix B
- additional programme design and delivery information; Appendix C - additional performance

data tables; Appendix D - DA survey findings; and Appendix E - SME survey findings.




7 ekos

2 Programme Design and Delivery

2.1 Introduction

This chapter provides a brief overview of the design and delivery of the ESIF 2014-2020
Programme and is based on a review of existing documentation as described in Chapter 1.
Additional information, including on roles and responsibilities, governance arrangements, and

Programme closure milestones is contained in Appendix A for reference purposes.

2.2 Process of structural funds decisions

Figure 2.1 shows how the ESIF 2014-2020 Programme operated and how decisions were made.

Figure 2.1: Structural funds process

European Union 1 - EU regulations

Set out the programme rules, along
with some high-level targets

UK Government 2 - Partnership agreement @

The Commission and the Member States
agree a partnership agreement defining
how the suite of ESI funds will be spent and
the types of activity that can be funded.

%
Scottish Government 3 - Operational programme (@)
-

Sets out the level of funding available
for different types of activity for the
whole programme period

Scottish Government 4 - Strategic interventions m
& Lead Partners
Identify a cohesive set of activities,
fronted by a lead partner, and allocate
a maximum budget

o
Delivery agents 5 - Operations S
& organisations BoS
Individual projects become legally
committed and money can be drawn
down from the EU

Source: The Scottish Parliament, SPICe Briefing, lain Thom, EU Structural Funds in Scotland, 2019.



https://bprcdn.parliament.scot/published/2019/4/10/EU-Structural-Funds-in-Scotland/SB%2019-19.pdf
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The EU set the ESIF high-level objectives and the framework of rules, as well as the formula for
allocating funding to countries and regions in the EU. Like the previous programme period, SG
continued to fulfil several roles in the ESIF 2014-2020 Programme, including MA, Certifying
Authority (CA), AA. Some SG directorates were also a LP in the Programme.

2.3 A changed delivery model

LP and DA approach

The delivery model for the ESIF 2014-2020 Programme in Scotland represented a significant

change from the previous programming period.

The main secretariat functions were brought in-house by the MA to achieve cost efficiencies and
retain fund management capacities and expertise within SG over the longer-term. Intermediate
Administrative Bodies including Eastern Scotland European Partnership Ltd (ESEP Ltd) in the LUPS
region, and Highlands and Islands Structural Funds Partnership Ltd (HIPP Ltd) in the H&l transition
region fulfilled a similar function in the previous programme period. Intermediate Administrative
Bodies were abolished in 2011 and replaced by a LP and DA model for the 2014-2020

Programme.

The 2014-2020 Programme delivery model comprised a smaller number of strategic partners or
LP to help develop the Operational Programmes for ERDF and ESF, and to manage

implementation of approved operations or programmes of activity.
The MA adopted a LP approach to:

e ensure a strategic and tighter focus on investment areas as required by the EC.

e ensure less fragmented delivery and maximise impact - by supporting a smaller number of
large programmes of activity.

e give the MA up-front agreement on anticipated Programme outputs and results.

e provide longer-term funding stability for important areas of work.

e manage the audit burden at a higher level - that is, funding large organisations who are
typically better equipped than small organisations to manage the audit burden associated

with EU funds.

Lead partners

Sl were managed and co-financed by 40 LP. This included various SG directorates; executive non-
departmental public bodies (NDPBs) such as enterprise, skills, and environmental agencies, and

Big Lottery Fund (now known as the National Lottery Community Fund) and local government.
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LP had responsibility for: overseeing performance of approved operations; ensuring that results for
the Sl were delivered; checking eligibility, financial standing, and capacity of DA; ensuring
compliance; collecting and ensuring quality of claims information from DA; and submitting regular

claims to the MA.

While LP responsibilities were broadly similar to Strategic Delivery Body status in the previous
programming period, the changed delivery model created additional responsibilities for LP in the
2014-2020 Programme - largely due to the significant amount of time, compliance, and

administrative functions that LP had to manage.

Delivery agents

DA were often the same organisations as LP (for example, where operations were delivered in-
house by LP), or were other eligible organisations such as public bodies, third sector or not for
profit organisations. Where LP opened up an operational tier of delivery outside their own
organisation, the options were procurement, or a challenge fund (an open and competitive
application process for disbursing funding where either the LP provided the match-funding or

required applicants to do so). External DA could therefore either be a:

e procured contractor - for example, DA for some local authority Business Competitiveness,
Employability, and Poverty and Social Inclusion Sl were procured from specialist external
organisations. This included Elevator which delivered Business Gateway services for
Aberdeen City and Shire, Tayside, and Lanarkshire, and third sector organisations with a
range of specialisms in engaging hard to reach or disadvantaged groups in employability
and financial inclusion support.

e arecipient of challenge fund monies - challenge funds were how the ERDF and ESF
Programmes opened up to a larger number of smaller organisations and/or consortia of
delivery organisations. For example, Transport Scotland’s Low Carbon Travel and Transport
Programme challenge funds supported delivery organisations such as third sector
organisations, local authorities, Transport Partnerships, and bus operators that provided

match-funding.
LP typically adopted a hybrid model of these three approaches to delivery.

DA had responsibility for: delivering operations; gathering all the necessary evidence to fulfil

compliance obligations; and monitoring and reporting progress to the LP.
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The third sector

The MA articulated an expectation in the ERDF and ESF Operational Programmes that there would
be a role for the third sector (community organisations and social enterprises) in the Programmes,
in particular through ESF interventions targeting disadvantaged working and workless households,

and fragile and deprived communities.
The third sector was primarily involved in the following ways, and with LPs including:

e Skills Development Scotland through the National Third Sector Fund - Scottish Council for
Voluntary Organisations (SCVO) acted as the consortium DA lead for the National Third
Sector Fund, and other delivery partners included APEX Scotland, ENABLE Works, Right
Track Scotland, and Volunteering Matters.

e SG Equality, Human Rights, Third Sector Division supported the third sector via both the
Growing the Social Economy and the Social Economy Growth Fund which aimed to build
the capacity of third sector organisations to tackle disadvantage and poverty and promote
social inclusion.

e SG Regeneration Unit delivered the Aspiring Communities Fund which supported a range
of community-led initiatives, via a challenge fund, to tackle poverty, inequality, and
exclusion.

e National Lottery Community Fund managed the Delivering Financial Inclusion programme
Sl

o Local authorities used third sector organisations to varying degrees as DA for their ESF SI.

The MA undertook a third sector survey to explore the potential use of the Technical Assistance
budget to provide capacity building support to the third sector. Following this research, it was

decided not to use budget for this purpose, but to consider resources for an information service
for funding opportunities instead. The main issue raised by the third sector was a lack of match-

funding to access ESIF.

More information on the Programme delivery model and its effectiveness is contained in the
extract from a previous evaluation report presented on the next page, and within the following

reports:

e Evaluation of the ESIF Programme 2014-2020 Delivery Structures and Partnership Working.

e Evaluation of the ESIF 2014-2020 Programme in the Highlands and Islands.



https://www.gov.scot/binaries/content/documents/govscot/publications/advice-and-guidance/2016/11/esif-operational-programmes-2014-2020/documents/european-regional-development-fund-operational-programmes-2014-2020/european-regional-development-fund-operational-programmes-2014-2020/govscot%3Adocument/European%2BRegional%2BDevelopment%2BFund%2B2014-20%2B-%2BOperational%2BProgrammes%2B-%2BFebruary%2B2024.pdf
https://www.gov.scot/binaries/content/documents/govscot/publications/advice-and-guidance/2016/11/esif-operational-programmes-2014-2020/documents/european-social-fund-operational-programmes-2014-2020/european-social-fund-operational-programmes-2014-2020/govscot%3Adocument/European%2BSocial%2BFund%2B2014-20%2B-%2BOperational%2BProgrammes%2B-%2BFebruary%2B2024.pdf
https://www.gov.scot/binaries/content/documents/govscot/publications/advice-and-guidance/2017/09/esif-formal-evaluations/documents/european-structural-funds-delivery-structures-evaluation/european-structural-funds-delivery-structures-evaluation/govscot%3Adocument/Evaluation%2B-%2BFinal%2BReport%2B-%2BESIF%2BDelivery%2BStructures%2B-%2BJanuary%2B2022.pdf
https://www.gov.scot/binaries/content/documents/govscot/publications/advice-and-guidance/2017/09/esif-formal-evaluations/documents/evaluation-of-the-2014-2020-european-structural-funds-programme-in-the-highlands--islands/evaluation-of-the-2014-2020-european-structural-funds-programme-in-the-highlands--islands/govscot%3Adocument/HI%2BEvaluation%2BFinal%2BReport%2B11%2BMarch%2B2022.pdf
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“There was a clear rationale for the design of the delivery model in this programming period,
considering the reducing size of the programmes, a desire to marry closer to domestic policy
while adding value, and to achieve strategic impact by devolving implementation to a smaller
number of bodies who would have oversight of their own domains of expertise. Thematically,
the programmes fitted strongly with prevailing EU and domestic priorities of Smart Growth,

Sustainable Growth, and Inclusive Growth, and with the rural and marine EU programmes.

Our evaluation found that by and large consultees felt that the delivery model and structures
adopted for the programmes were sensible. The rationale for adoption was not always clear to

all LP, and in part might reflect staff turnover in recent years. The consensus was, however, that

there could have been greater LP involvement and engagement at the planning and design

stage, particularly in light of their expertise and long history of involvement in European funding.

Further, it is important to note that many of the issues and challenges identified through this
evaluation are not directly connected to the delivery model per se - rather they reflect a range of
internal factors (for example, the processes, procedures, and systems that have supported
delivery) and unforeseen external factors including Brexit and the coronavirus pandemic
(COVID-19). Taken together, these factors have made programme management and delivery

more challenging and have constrained and hindered performance”.

Evaluation of the ESIF Programme 2014-2020 Delivery Structures and Partnership Working
(January 2022)

2.4 Application process

A two-stage application process was implemented for the ERDF and ESF Programmes comprising:

e Sl Applications - large scale proposals for work and funding aimed at a cohesive set of
activity and results, setting the overall strategic direction.
o Operations Applications - these were viewed by the EC as the legally binding agreements

for grant awards and monitoring of activity.

The MA invited Sl Applications from identified LP across the ERDF and ESF Programmes in March
2015 with applications received and approved by an internal SG Scrutiny Panel across all Priority
Axes and Investment Priorities. It took longer for Operations Applications to be approved, and
individual operations were able to be added over a longer timeframe to ensure that the whole

group of projects performed and delivered the expected results.
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The Structural Funds were designed as multi-annual programmes with annually profiled

expenditure targets set out in the Operational Programmes approved by the EC.

The ERDF and ESF Programmes in Scotland typically ran in two phases of delivery - and the
funding term differed for each LP. The reasoning behind the two-phase approach was in part

related to the financial management structure laid out by EC regulations.

The MA assessed performance of the first phase of delivery in early 2018 and began the process of
deciding which Sls to carry on into Phase 2 from 2019 (as extensions or with change requests), and
any new applications. The call for Phase 2 submissions was issued on 1 February 2018 to cover the
period 2019 to 2023 (both operational and financial end dates). Many LP took up this opportunity
but 10 did not, mostly LP based in the LUPS programme area. This includes Aberdeen City, City of
Edinburgh, Falkirk, Fife, Glasgow City, Inverclyde, Midlothian, Orkney Islands, Renfrewshire, and

South Lanarkshire local authorities.
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3 The ERDF and ESF Programmes

3.1 Introduction

This chapter provides a summary overview of ERDF Programme and ESF Programme themes and

Sls.

3.2 Strategic Interventions and Operations

The ERDF and ESF Operational Programmes were approved by the EC in December 2014, and
were designed to deliver against the ambition for smart, sustainable, and inclusive growth - 15
specific investments of significant scale, more commonly known as SI, were approved to align
European funds with domestic priorities and with sources of match-funding. A smaller number of SI

were originally envisaged but the number subsequently grew.

The Operational Programmes for the 2014-2020 Programme had a clear emphasis on building a
cohesive Scotland-wide approach to address challenges faced across the country, while delivering
locally relevant operations within strategic objectives, particularly in the H&I. Most Sl were

delivered pan-Scotland across both LUPS and H&l.

The main exception to this at the ERDF Programme design stage was a specific Transition-only
Priority Axis for ‘/Enhancing access to, and use and quality of, ICT’ (the Digital Connectivity Sl led by
SG) to address market difficulties in remote rural regions. Further, an additional Sl for the Transition
Region was added in Priority Axis 5 to enable support for natural and cultural heritage projects.

Provision was also made in other Axis to help address the specific conditions in the H&l.

The ESF Operational Programme recognised particular territorial needs in the H&I, including:
fragile rural areas and communities, which can be subject to permanent geographical
disadvantage, fuel poverty, distance from services and demographic decline; and access to
education and training where more work is needed to expand opportunities at all education levels

and by increasing online and blended learning options.

Approximately 250 operations or programmes of activity were ultimately delivered - these
covered programme activity costs and operations related to staff management and coordination.

As noted in Chapter 4.3, a further 50 operations were rejected, withdrawn, or decommitted for a

variety of reasons.




3.3 ERDF Programme
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The ERDF Programme, which aimed to strengthen economic and social cohesion by correcting

imbalances between regions, comprised three themes (Innovation, Economic, and Climate

Change) and 10 Sl (Table 3.1).

Table 3.1: ERDF 2014-2020 Programme in Scotland

ERDF Strategic Thematic objective /Priority | Investment priority
Theme intervention axis

Innovation. P1. Strengthening research, | 1b - Promoting business
technological investment in innovation and
Innovation development, and research.
Scotland’s 8th City - | innovation.
The Smart City.
Digital Connectivity. | P2. Enhancing access to, 2a - Extending broadband
and use and quality of, ICT. | deployment and roll out of
high speed networks.
Economic Business P3. Enhancing the 3d - Supporting the capacity
Competitiveness. competitiveness of SMEs. of SMEs to engage in
growth.
SME Holding Fund.
Low Carbon P4. Supporting a shift 4e - Promoting low-carbon
Infrastructure towards a low carbon strategies.
Transition economy in all sectors. 4f - Promoting research in,
Programme. innovation in and adoption
of low-carbon technologies.
Low Carbon Travel
Climate and Transport
Change/ Programme.
Reduction Green P5. Preserving and 6¢ - Conserving, protecting,
in Infrastructure. protecting the environment | promoting, and developing
Emissions and promoting resource natural and cultural heritage.
Natural and Cultural stficiency. gd ) Erotgcting and. restoring
. iodiversity and soil and
Heritage Fund. .
promoting ecosystem
services.
Resource Efficient o )
Circular Economy. 69-$gpportmg industrial
transition towards a
resource efficient economy.

Source: Sl Application Guidance

Innovation theme

The Innovation ERDF theme comprised two SI. Alongside the Economic theme (see below), the

Innovation theme was largely focused on programmes of activity to help make Scotland more

competitive in business.



https://www.gov.scot/binaries/content/documents/govscot/publications/form/2016/11/esif-strategic-intervention-application/documents/strategic-intervention-application-guidance-pdf/strategic-intervention-application-guidance-pdf/govscot%3Adocument/Strategic%2Bintervention%2Bapplication%2Bguidance.pdf
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This included the Innovation Sl which was delivered by two of Scotland’s enterprise agencies.
Scottish Enterprise and Highlands and Islands Enterprise implemented a range of innovation
projects and programmes such as Scottish Programme for Research Technology and Innovation
Ecosystem (SPRITE programme) delivered by Scottish Enterprise and the Northern Innovation Hub

and Innovation Life Sciences Expansion delivered by Highlands and Islands Enterprise.

Scotland’s 8th City - The Smart City Sl was a partnership between local authorities involved in the
Scottish Cities Alliance partnership at that time (Aberdeen, Dundee, Edinburgh, Glasgow,
Inverness, Perth, and Stirling). Partners worked together to integrate digital technologies and data
into public and civic service delivery to support enhanced sustainability, citizen wellbeing, and

economic development.

Economic theme

Th Economic ERDF theme comprised three Sl - as noted above, this theme supported a range of

interventions to help make Scotland more competitive in business.

The SG Digital Directorate was the LP for the Digital Connectivity SI which sought to develop the
infrastructure for mobile broadband across the H&l region. The SG 4G Infill Programme delivered
4G infrastructure and services in mobile 'not spots’ in rural and island communities. Activity was

delivered in partnership between SG, Scottish Futures Trust, WHP Telecoms, and Cellnex UK.

Scottish Enterprise, Highlands and Islands Enterprise, Business Gateway, and several local
authorities were LP for the Business Competitiveness Sl, which mainly comprised enhanced
business support services over and above those delivered within the core Business Gateway
contract. Funding for local authorities was typically used to accelerate business growth through
expert help services - for example, access to fully funded specialist business advice on a variety of
topics from strategy, finance and marketing to new IT systems and energy efficiency (from an

approved framework of experts/consultancies).

Scottish Enterprise and Highlands and Islands Enterprise also provided a range of business
support in areas such as leadership development, digital support, business efficiency,
entrepreneurship, and internationalisation. Business Competitiveness activity comprised an
element of funding unique to the Transition Region - Highlands and Islands Enterprise received a
budget allocation for SME infrastructure projects including for the Orkney Research and Innovation

Campus, Life Sciences Innovation Centre, and redevelopment of Rothesay Pavilion.

The SG SME Holding Fund Unit was the LP for the SME Holding Fund SI which delivered a range of
commercial (debt and equity) investment funds through DSL, LINC Scotland, Business Loans

Scotland, Scottish Co-investment Fund and Scottish Venture Fund.
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Although both LINC Scotland and Business Loans Scotland were originally part of the SME Holding

Fund they were removed at a later date.

Climate change/reduction in emissions theme

The Climate Change ERDF theme originally comprised five Sl and four were ultimately delivered.
As noted in Chapter 4.3, the Low Carbon Infrastructure Transition Programme Sl (SG Energy
Deployment Division was LP) was subsequently withdrawn due to evidence requirement

challenges.

Transport Scotland was the LP for the Low Carbon Travel and Transport Programme S| which

sought to:

e encourage business and consumer demand for low carbon goods and services.
e promote a modal shift towards walking and cycling for short journeys.
e promote a modal shift towards public transport or Ultra Low Emissions Vehicles (ULEVs) for

longer journeys.
This Sl focussed on areas of work such as:

e the creation of active travel hubs to provide focal points for cycling and walking routes, and
behaviour change initiatives to support and encourage people to choose active travel.

e the creation of low carbon transport hubs to provide refuelling facilities for a range of
alternative fuels and transport modes.

e paths linking key destinations to encourage people to travel safely on foot or by bicycle
within and between settlements.

e the development and roll-out of a National Smart Ticketing Scheme to enable simpler,

more efficient public transport journeys.

NatureScot, previously known as Scottish Natural Heritage, managed the Green Infrastructure SI,

which aimed to:

e improve the quality, accessibility, and quantity of green areas in towns and cities.
e provide more and better opportunities for people to improve their health and wellbeing.
e address inequality by creating new green space and improving existing community sites in

deprived areas and/or for communities living close to derelict land.

Activity was targeted at areas that had a deficit of good quality greenspace, experienced multiple

deprivation and inequality, and had vacant and derelict land.
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NatureScot was also the LP for the Natural and Cultural Heritage Fund which supported the
development, promotion, and safeguarding of natural and cultural heritage assets in the Highlands

and Islands to create local economic and social benefit.
Zero Waste Scotland was the LP for the Resource Efficient Circular Economy Sl which aimed to:

e protect the environment and promote resource efficiency.
e promote environmental innovation and performance management in the public and
private sectors.

e increase business competitiveness by increasing resource efficiency.
A streamlined Sl was ultimately delivered that comprised the following operations:

e Resource Efficient Scotland - the continuation and expansion of an existing programme
targeting existing businesses with a demand-led service advising on energy efficiency.

e Circular Economy Investment Fund provided grant funding to SMEs and non-profit
organisations to support the development of circular economy businesses and practices.

e Circular Economy Business Support Service provided consultancy support to SMEs to help

companies to explore more circular ways of doing business.

3.4 ESF Programme

The ESF Programme, which aimed to help people improve their lives by learning new skills and

finding better jobs, comprised three themes (Employment, Poverty Reduction, and Education) and

five S|, Table 3.2.




Table 3.2: ESF 2014-2020 Programme in Scotland

ESF Theme | Strategic
intervention

Employment

Employability.

Thematic objective
/Priority axis

P1. Supporting
sustainable and quality
employment and
supporting labour market
mobility.
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Investment priority

8i - Access to employment for
job-seekers and inactive
people.

Youth Employment

Initiative.

P4. Youth employment
initiative.

8ii - Sustainable integration in
the labour market of young
people.

Social Inclusion
and Poverty

P2. Promoting social
inclusion, combating

9i - Active inclusion.
9v - Promoting social

Reduction. poverty and any entrepreneurship and
Po;erty discrimination. vocational integration in
Reduction social enterprises.

Empowered

Community-led

Inclusion.

Developing P3. Investing in education, | 10iv - Improving the labour

. Scotland'’s training and vocational market relevance of

Education L . . L

Workforce. training for skills and education and training

lifelong learning.

systems.

Source: S| Application Guidance

Employment theme

The Employment ESF theme comprised two Sl.

Several local authorities and national bodies were LP for delivery of the Employability SI which

intended to improve employment opportunities in Scotland by:

e promoting sustainable and quality employment, and the free movement of workers.

e providing routes to sustainable employment for unemployed people with multiple barriers

to work, such as illness.

e increasing the skill levels of, and labour market opportunities for, unemployed people with

multiple barriers to work.

Much of the employability activity started in 2016 and was largely led by local authorities through

their Employability Pipeline programmes, and in some cases included involvement of external DA

(for example, third sector organisations). National bodies such as Skills Development Scotland, The

National Lottery Community Fund and SG also ran specific programmes of activity. Employability

activities had a strong focus on supporting individuals that faced multiple barriers to finding and

sustaining employment. This included, but was not limited to, those classed as long-term

unemployed (defined as being out of work for 12 months or longer).



https://www.gov.scot/binaries/content/documents/govscot/publications/form/2016/11/esif-strategic-intervention-application/documents/strategic-intervention-application-guidance-pdf/strategic-intervention-application-guidance-pdf/govscot%3Adocument/Strategic%2Bintervention%2Bapplication%2Bguidance.pdf
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The Youth Employment Initiative, which ran from 2015 to 2018, was designed specifically to
support EC regions which had experienced a significant increase in youth unemployment and
inactivity®. The Youth Employment Initiative in South West Scotland was developed around the
Youth Guarantee - a personalised package of support interventions to help support a young
person’s sustained transition to the labour market. A range of activity was delivered spanning:
barrier removal; employer recruitment incentives; in-work support; key worker or mentoring
support; pre-recruitment training linked to specific job opportunities; support to arrange work
experience; tailored counselling and job search advice; employment skills training (for example,
CV preparation, job applications, interview skills); traineeships or apprenticeships; additional

educational places; and business start-up support.

Poverty Reduction theme

The Poverty Reduction theme aimed to tackle poverty and inequality in Scottish society.

The National Lottery Community Fund and several local authorities were LP for the Social Inclusion
and Poverty Reduction Sl which delivered advice and support services to individuals and families
affected by poverty and social exclusion to address a range of matters such as money
management, debt, welfare benefits, digital inclusion, and affordable childcare. This was with a

view to reducing people living in poverty, increasing income, and improving health and wellbeing.

SG directorates were LP for the Empowered Community-led Inclusion Sl which aimed to invest in
and strengthen Scotland's social economy, so that the sector could better support disadvantaged

groups to participate in society. Activity supported included the:

e Social Economy Growth Fund which aimed to build the capacity of third sector
organisations to tackle disadvantage and poverty and promote social inclusion, and to
develop, enhance, and deliver support programmes to disadvantaged areas and groups.

e Social Innovation Fund which aimed to stimulate, test, support, and deliver new ideas to
encourage innovative approaches to tackling poverty and inequality, and supported
partnerships between the third sector, academia, public bodies, and SMEs.

e Aspiring Communities Fund which supported a range of community-led initiatives, via a

challenge fund, to tackle poverty, inequality, and exclusion.

% Eligible European regions were defined as those NUTS 2 level regions that had youth unemployment rates
of more than 25% in 2012.
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Education theme

The Education theme also aimed to improve employment opportunities in Scotland through the

Developing Scotland’s Workforce SI.

The Scottish Funding Council and Skills Development Scotland were LP for the Developing

Scotland’s Workforce Sl which aimed to:

e create new learning places for skills development.

e provide training courses for careers in Scotland's growth sectors.

e develop a curriculum to address skills gaps and offer new ways of learning.

e expand Scotland's Modern Apprenticeship programme in sectors including science,
technology, engineering, and mathematics (STEM).

e create a work-based learning approach through Foundation Apprenticeships in schools.

e support Advanced Apprenticeships, which offer post-school academic and work-based
education.

e promote vocational skills at International Standard Classification of Education level 3 and

above in support of Scotland's growth sectors.

3.5 Technical assistance

An additional axis relates to Technical Assistance (it was not formally an objective or Sl). Funding
was used to strengthen administrative capacity to manage the ERDF and ESF Programmes - that is

MA, CA, and AA costs associated with the secure management of the ESIF, principally staffing, and

EUMIS IT system implementation in line with monitoring and reporting requirements.




7 ekos

4 Factors Affecting Programme
Delivery and Performance

4.1 Introduction

The value of EU Structural Funds to regional development in Scotland cannot be overstated. The
availability of substantial amounts of multi-year funding for economic and social development

activities has been a long-standing driver of genuine benefit and impact for Scotland. The 2014-
2020 ESIF Programme supported a diverse range of economic and social development projects
and reached an equally diverse range of target beneficiaries. However, the Programme has also

significantly under-performed financially and operationally.

Issues and challenges identified through the current and previous evaluations of the ESIF 2014-
2020 Programme cover a range of internal and (unforeseen) external factors. While there has been
clear progress against Programme priorities, these issues made management and delivery more
challenging and ultimately constrained and hindered performance. The discussion that follows has
been informed both by previous evaluation evidence and the outputs of the primary research
undertaken for the current evaluation. It provides essential context against which to interpret the
overall performance of the ESIF 2014-2020 Programme presented in subsequent chapters of this

report.

4.2 External factors

The main external factors which impacted on Programme performance were:

e the COVID-19 pandemic.
e Brexit.

o challenges in securing match-funding.

COVID-19 pandemic

The effects of the pandemic on the ESIF 2014-2020 Programme were profound and far-reaching,
particularly during the years 2020 to 2022 - it disrupted momentum in delivery and affected the

ability of LP to submit claims. The effects of the pandemic played out in several ways, for example:

e many MA and LP staff were redeployed to COVID-19 response activities - for example, to

distribute emergency grant funding programmes, while some staff were furloughed.
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e the prolonged period of lockdown restrictions constrained delivery - for example, the need
to pivot from in-person delivery to online and to home-working affected the ability of LP
and DA to reach and support beneficiaries and clients.

e restrictions made the collection of evidence requirements more challenging for LP and DA
- for example, home-working and office closures made it difficult to access programme
information, secure wet signatures for documents that required them, and to submit
compliant claims.

e there were delays in the procurement of capital contracts, and in starting and completing
infrastructure projects.

e the pandemic impacted on the extent and nature of demand from beneficiaries - for

example, demand for business growth support reduced as the focus shifted to survival.

The Programme did demonstrate flexibility to adapt and reprioritise effort during the pandemic,

including diverting financial (and staff) resources to support the emergency response. As noted

in Chapter 4.4, the EC did not automatically suspend the N+3 rule? for 2020 in response to the

pandemic. Rather, the MA successfully invoked Article 87 ‘Force Majeure’ of the CPR
(1303/2013) to mitigate for non-delivery of activities during the COVID-19 lockdowns. This was
approved, meaning that underspends in 2020, equating to €53.8 million, did not have to be
returned to the EC.

The EU referendum in 2016

The EU referendum took place in the UK in June 2016, and the UK electorate voted to leave the
EU, creating uncertainty for the European-funded programmes of activity, including ERDF and ESF.
LP increasingly looked for legal certainty to be provided by the Scottish and UK Governments that
delivery bodies, employees and contracts could run until their conclusion in 2020-2023 - that is,
that EU funding activities started before Brexit day would continue to be managed and audited in
the same way. While the Programmes did continue as normal, the vote created substantial
economic uncertainty particularly relating to trade arrangements with the EU and the movement of
people across the trading bloc. In the short-term, this led to disruption of supply chains which
delayed some ERDF capital infrastructure projects, while longer-term impacts included increased

costs of trading with the EU and pressure on the UK labour market.

4 N+3 stipulates that funding must be spent within a three-year period after allocation.
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As this was the last EU Structural Funds Programme, there was also uncertainty for LP and DA

relating to the future of many of the activities that had long been supported by these funds.

The UK Government has since replaced Structural Funds with a domestic fund - the UK Shared
Prosperity Fund 2022-2023 to 2024-2025 - which is intended to support the government's
‘Levelling Up’ agenda. It has three investment priorities - communities and place, local business

support, and people and skills.

LP confirmed that some of the ESIF activity continues to be delivered despite European funding
coming to an end. This activity is now typically funded from a variety of sources, including the UK

Government and Scottish Government (for example, Shared Prosperity Fund, No One Left

Behind, Investing in Communities Fund), among others. LP commented on the more pragmatic

monitoring and reporting requirements for new funds, with some continuing to record data to

an 'ESIF standard’ in case current requirements change.

Challenges in securing match-funding

There were challenges for LP and DA (in particular smaller local authorities and the third sector) in
securing match-funding for ERDF and ESF activity - as well as issues related to internal capacity to
support delivery of operations. This resulted in funding allocations being rejected or reduced
levels of activity. Further, the delay in the Programme becoming fully operational resulted in some
LP allocated match-funding being lost as it was not ring-fenced or could not be carried forward
from one financial year to the next (due to ongoing pressures on local government finances). This
resulted in delays for the launch of some operations and meant that distribution of funding and

activity became uneven across the country.

4.3 Internal factors

The Programme model of delivery also had to contend with serious issues within the management
and control system. More specifically, the ESIF 2014-2020 Programme was beset by several

internal factors, including:

e adelayed start to the ERDF and ESF Programmes.

e factors leading to Sl and operations being withdrawn, rejected or decommitted.
e alack of comprehensive guidance at the outset and changes to guidance.

e targetsetting.

e time spent considering cost models.

o results of testing the market.
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e delays (and backlog) in the submission and verification of claims.
e the role of the governance and audit regime - an elongated chain of governance and a
strict approach to audit compliance.

e the timing and scope of the ESIF 2014-2020 mid-term review.

These issues are considered in more detail below.

A delayed start to the ERDF and ESF Programmes

There was a delay in approval by the EU of the ERDF and ESF Operational Programmes in Scotland
(December 2014), and this was an EU wide problem. A knock-on effect from the delay in getting
the EU budget agreed was that the late start to the ESIF 2014-2020 Programme in Scotland
resulted in a slow start to incurred expenditure - there was a significant delay between funding
being allocated, spent, and finally claimed back. The Programme was playing catch-up from the

outset, and this was difficult to recover from.

Following approval, the MA prepared the Monitoring and Control System for approval by the AA
which needed to be in place before operations could start. At this time, already stretched MA staff
resources were diverted to support the closure of the 2007-2013 Programme, and subsequently

the MA did not receive its designation until mid-2016.

The National Rules, verification, monitoring, and audit procedures were published in 2016, and the
EUMIS IT system used to manage the claims and performance data became fully functional in
summer 2017 (two years later than planned). Staffing issues within the MA were reported to have

played a role and subsequent rounds of recruitment helped to build capacity.

The delayed start to the ERDF and ESF Programmes had a knock-on effect on LP - despite the
delivery of operations being subsequently extended to 30 September 2023, and with a financial
end date of 31 December 2023. Some LP were not comfortable to proceed with delivery of Sl and

operations at their organisations’ own risk. Issues included:

o elongated SG appraisal and assessment procedures meant that LP did not receive Offer of
Grant Letters from the MA until 2016.
e some LP allocated match-funding was lost as it was not ring-fenced or could not be carried

forward from one financial year to the next.

This resulted in delays to S| becoming fully operational. There were also delays between
Operational Programme and Sl approval. There was no reported operation activity in either 2014

or 2015 - the first ERDF and ESF operations were not approved until 2016 (Quarter 1).
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Previous evaluations of the ESIF 2014-2020 Programme note that in part, the delays were due to a
lack of good preparation and partnership approach/working at the outset, and that there could

have been greater LP involvement and engagement at the planning and design stage.

Factors leading to Sl and operations being withdrawn, rejected or
decommitted

Over 50 Sl and Operations were withdrawn, rejected or decommitted. This included some at the

application stage (not all LP took up their intended roles). For example:

o Skills Development Scotland withdrew from the Youth Employment Initiative due to
concerns about the narrowness of the geography, timetable for delivery, and ability to
secure match-funding.

e Scottish Enterprise cut back on its Innovation S| due to concerns with the unit cost model -
the defrayed costs model would have added a considerably higher administrative burden.

e some local authorities did not participate in the ESF Employability and Poverty and Social
Inclusion SI - for example, due to a lack of match-funding available from their own
organisation or through DA and/or unsuitability of funding criteria (for example, limited
flexibility to respond to changing circumstances or to the unique set of circumstances faced
by Scotland’s remote, rural and island communities, including the higher cost per

participant of service delivery).

Other Sl and operations were withdrawn, rejected, or decommitted during the delivery period,

including for example:

e some local authorities withdrew from the ERDF Business Competitiveness Sl at the end of
the first phase of delivery.

e some local authorities withdrew from the ESF Employability S| and from the Poverty and
Social Inclusion Sl at the end of the first phase of delivery. Some were later drawn in under
a new Sl led by the National Lottery Community Fund. Much of the Poverty and Social
Inclusion activity was new to ESF and securing match-funding was an issue for the third

sector.

From a review of the data and information provided by SG, points to note about Sl and operations

withdrawn, rejected, or decommitted, include that this:

e was for a relatively equal split of ERDF and ESF interventions, and across all six themes (that
is, Business Competitiveness, Employability, etc).

e was mainly at an operation level, although 12 Sl (predominantly ESF Sl) were subsequently

withdrawn or decommitted.
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e spanned funding for activities and for staffing and management costs.

e spanned all types of LP and across both programme areas (H&l and LUPS).

While some of this simply reflects that funding for operations was subsequently rolled into another
related operation (Scotland’s 8™ City is a good example), the majority of Sl and operations were

withdrawn, rejected or decommitted for a host of reasons.

Several Sl or operations were decommitted due to performance issues - underperformance
against outputs or significant underspend in expenditure - for example, The Highland Council. The
Scottish Funding Council, West Dunbartonshire Council and National Lottery Community Fund
also had operations decommitted. In the case of the Scottish Funding Council this related to
management costs for Developing Scotland’s Workforce, and for West Dunbartonshire Council the
West Dunbartonshire Additional Youth Employment Initiative operation was amalgamated into the
main Youth Employment Initiative operation. The National Lottery Community Fund’s Delivering

Financial Inclusion operation was also decommitted.

Other Sl (for example, Scottish Government Energy and Climate Change Directorate - Low Carbon
Infrastructure Transition Programme) were withdrawn due to evidence requirement challenges,
namely that a significant technical resource would have been required to gather requisite evidence
and submit a compliant claim. Issues related to other withdrawn or rejected Sl and operations

largely centred on:

e evidence requirement challenges - for example, insufficient participant evidence and other
compliance issues, ineligible activity, or it was easier to fund the activity using other funding
sources.

e cost model concerns - for example, staff working on operations had to work on it 100% of
the time, and this was particularly challenging for smaller LP and DA.

o eligibility criteria issues - rigidity of the eligibility criteria.

e delays in the programmes becoming fully operational - for example, later than expected
grant offer letter from MA to LP.

e otherissues - lower than expected uptake by end beneficiaries.

These issues reflect a range of challenges LP faced in the delivery of activities and projects across
Scotland, and which were exacerbated by the prolonged period of restrictions imposed by the

COVID-19 pandemic and the ERDF and ESF Programme suspensions (see Section 4.4 for more

information on Programme suspensions).
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A lack of comprehensive guidance at the outset and changes to
guidance

Existing Programme evaluation evidence highlights a range of issues related to a lack of
comprehensive guidance available at the outset of the ESIF 2014-2020 Programme, and from
changes and updates to guidance and eligibility criteria throughout the delivery phase. Some

specific issues reported include that:

e insome instances S| commenced in the absence of clear and comprehensive guidance - at
both a delivery and financial risk to LP.

e guidance has at times been misinterpreted or left open to interpretation by LP - this
resulted in added confusion, complexity, and inconsistent communication of any changes
at each stage of the Programme’s elongated chain of governance (that is, from AA to MA,
from MA to LP, and from LP to DA).

e alack of clarity and misinterpretation of Programme rules, at times resulted in inconsistent
advice from the MA to LP on, for example, how to handle the same issue - MA staff
induction and training was not in place from the beginning (although improved over time),
and resulted in a lack of consistency in, for example, the assessment of claims as MA staff
often relied on on-the-job learning from different colleagues.

e DA feedback highlights an inconsistency of approach among LP (for example, when a DA
delivered projects for more than one LP) - there was considered a lack of standardised
paperwork for applications, assessment of awards, and claims processes, and inconsistent

interpretation of Programme rules.

Repeated changes or updates to rules by the MA around eligible or ineligible expenditure and
evidence requirements, and the 'drip-feed’ communication around such changes, were
challenging for LP, DA and for SG teams involved in Programme compliance and monitoring. Itis
our understanding from the MA that changes have been mainly as a result of EC and AA audit

findings and requirements.

Existing evaluation evidence and feedback to stakeholder interviews and survey work undertaken
as part of this current evaluation also point to a continual ‘shifting of goalposts’ and a lack of a
shared understanding of what was expected/required and what would be accepted. The

implications of these issues relate to evidence requirements and retrospective evidence collection.

Uncertainty and time spent considering cost models

There was some uncertainty regarding the cost models to be used. The Operational Programmes

originally envisaged the use of simplified costs models (for example, unit costs or lump sums).
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The EC regulations for unit cost models required significant work upfront for LP to gather historical

evidence of costs (over a three-year period) upon which to base and evidence their cost model.

A great deal of time was spent by the MA and LP to develop a unit cost approach - in the end it was
decided that there was not enough confidence that the data provided would meet EU scrutiny.
Partners then needed to design their operational delivery based on a cost-evidencing model

(defrayed expenditure), while also having to deliver and evidence an output approach.

This resulted in making the 2014-2020 Programmes more administratively burdensome for LP, DA,

and end beneficiaries.

Results of testing the market

Target levels of Programme expenditure were also not met as a result of LP testing the market -
that is, time taken and responses received to advertising, assessing, and awarding procured

contracts, and/or running challenge funds.

The setting and achievement of output and result targets

Factors relating to the setting and achievement of output and result targets also had a knock-on

effect on the operational performance of the ESIF 2020-2020 Programme, for example:

e the extent to which all output and result targets were realistically set at the outset at a
Programme level and by LP - for example, significant over- and under-achievement were
clearly evident across the dataset.

e the extent to which indicators could adequately capture the progress of particular types of
intervention - for example, employability support.

e atime lag exists - meaning that there is typically a delay between when an activity or

intervention is delivered and when related outputs and results are accrued.

Delays (and backlog) in the submission and verification of claims

The MA did not have arrangements in place at the start to incentivise/mandate LPs to submit
regular claims. The MA, in response to lobbying from LP, agreed to not set regular deadlines for
claims - rather, it was left to LP discretion. This resulted in LP being very slow to submit claims,
including some that left submitting claims to towards the end of the Programme. Infrequent (large)
claims also increased error rates and created significant administrative bottlenecks for the MA. This
was the main cause of the significant N+3 decommitments. No other UK ESIF Programme had as

extensive decommitments as they had putin place arrangements to encourage regular claim

submissions.
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In 2020 the governance team did develop the claims forecast and guidance which committed LP to
submit claims within an agreed period/timescale, however, a key lesson learned is that this could

have been in place from the beginning.

LP also encountered some issues in the submission of claims adding to delays - there were
challenges uploading information to EUMIS and issues arising from changes in regulations or audit
requiring additional evidence from beneficiaries, including for retrospective claims. LP had to
subsequently collect new evidence regarding participant eligibility which was problematic - for
example, clients with multiple barriers and those furthest from labour market struggled to provide

all the paperwork in a timely manner.
Other factors at play include:

e audit requirements changed mid programme and resulted in errors in claims - what was
previously understood by LP and DA to be compliant was no longer the case and
expenditure was rejected at claim verification stage. The introduction and retrospective
application of new rules, conditions and interpretations led to more change requests and
high volumes of data moving back and forth between the MA and LP, and errors in claim
submissions.

e the sheer complexity of the process to meet audit requirements caused significant time
delays in the verification of claims by the MA (that is, beyond the 90 day payment terms) -
sometimes due to a lack of required evidence for claims, leading to considerable back and

forth communications between the MA and LP. An evaluation of ESIF 2014-2020 Delivery

Structures and Partnership Working (January 2022) found that the backlog of claims on the

system at that time ranged upwards to 663 days.
e LP could not submit a new claim on EUMIS while they had an outstanding claim or a
change request on the system - this resulted in a significant backlog of unclaimed

expenditure, albeit LP could get their next claim on EUMIS ready for submission.

All expenditure was to be incurred and defrayed before the end of the Programme period. Final
claims were to be submitted to the MA by 31 January 2024 without exception, although LP were
encouraged to submit their final claims as soon as possible (that is, no later than one month after
the financial end date of the operation). In the run up to the final claim submission timescale, the
MA kept a weekly overview of claims due for submission by LP (as well as pending claims on the

system) - this was a helpful mechanism to provide regular updates to senior colleagues.



https://www.gov.scot/binaries/content/documents/govscot/publications/advice-and-guidance/2017/09/esif-formal-evaluations/documents/european-structural-funds-delivery-structures-evaluation/european-structural-funds-delivery-structures-evaluation/govscot%3Adocument/Evaluation%2B-%2BFinal%2BReport%2B-%2BESIF%2BDelivery%2BStructures%2B-%2BJanuary%2B2022.pdf
https://www.gov.scot/binaries/content/documents/govscot/publications/advice-and-guidance/2017/09/esif-formal-evaluations/documents/european-structural-funds-delivery-structures-evaluation/european-structural-funds-delivery-structures-evaluation/govscot%3Adocument/Evaluation%2B-%2BFinal%2BReport%2B-%2BESIF%2BDelivery%2BStructures%2B-%2BJanuary%2B2022.pdf
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A review of the claims forecast data for November 2023 to January 2024 shows that:

e the scale of ERDF and ESF final claims recently submitted or due to be submitted at the
very end of the Programme - this totalled circa £108 million (or €126 million) across both
funding programmes, Table 4.1.

e the scale of submitted claims still pending verification and payment by the MA - this
amounted to circa £75 million (or €88 million), and the number of days since the claim was

submitted ranged from one day to 340 days (average 81 days pending).

Table 4.1: Financial claims submitted, due, or pending (November 2023 to January 2024)

November 2023 €6,454,321 €4,752,051 €11,206,372
December 2023 €25,948,155 €42,267,285 €68,215,440
January 2024 €35,063,158 €11,608,460 €46,671,618
Total € 67,465,634 €58,627,797 €126,093,431

Source: Scottish Government, LP Claims Forecast as at 19 December 2023.
EKOS converted data reported in Pound Sterling to Euro at 1:1.17 ratio as advised by SG.

Governance and audit

Although established with good intentions, the current evaluation identified a number of issues
with the LP model adopted for the Programme. In particular, the model has an elongated chain of
governance which effectively transfers administrative responsibility, burden, and risk down each
stage of the chain. For many of the stakeholders consulted in the current (and previous) evaluation,
much of this was driven by the approach taken to audit and compliance. Indeed, previous
evaluations have consistently commented on the role of audit and compliance in the 2014-2020
Programme and the extent to which a strict approach to audit impacted on delivery. This was again

confirmed in the current evaluation.

The AA sought to adopt an approach described as a ‘gold standard’ in audit process as a means of
managing risk by reducing error rates and non-compliance across the Programme. However, many
LP felt that the result was an audit regime that was overly onerous and inflexible, and many
reported repeated audits characterised by very large samples of evidence and a rigid
interpretation of the rules. This often resulted in increased levels of non-compliance, meaning that
LPs were often not able to claim as many beneficiaries as had been supported due to issues with
evidence. Wider operational issues related to the level of supporting evidence required from
beneficiaries and the capacity of some DA to comply with requirements. This transferred risk from

the MA to the LP and created significant levels of administrative burden.
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Some issues were undoubtedly a result of the exacting requirements set by the EC, but others were
considered to be more attributable to SG's interpretation of these rules and the audit practices of
the AA. Regardless, the consistent and widely held view was that there could have been a more
flexible and proportionate audit regime, and that this would have helped rather than constrain

delivery and performance.

Timing and scope of the ESIF 2014-2020 mid-term review

The mid-term review (2017) was undertaken too early in the Programme implementation phase to
be of any significant value, particularly given the delayed start and limited momentum in the

delivery of funded activity.

Further, the mid-term review did not include a detailed Programme-level review of performance
indicators as had been the case in previous programmes. More flexibility in the timing (and scope)
of the mid-term review could have provided a more insightful and meaningful assessment of

progress and performance and informed a stronger set of recommendations to:

address any areas of under-performance in the funding Programmes.

identify any underspends that could have been recycled by the MA to fund new activity.

identify emerging opportunities for the use of recycled monies.

highlight lessons learned.

4.4 Consequences for performance

The issues outlined in the sub-section above undoubtedly had consequences for Programme

performance, including:

e initial issues with Programme oversight.

e ESF and ERDF Programme suspensions.

e decommitment of funding.

e geographical fragmentation.

e extensive reprofiling of budget allocations, match-funding, outputs, and results.

e under-reporting of Programme performance.

These issues are considered in turn below.




7, ekos

Initial issues with Programme oversight

The delays in submitting claims and back-up of claims within the EUMIS system during the
Programme period made it difficult for the MA and PMC to have a robust and up-to-date oversight
of progress and delivery. As noted below, steps were taken to resolve these issues as a priority
towards the latter part of the Programme period - and some progress was made - but with so many
claims still outstanding it was, until very recently, difficult to have a clear view of what had been

achieved.

ESF Programme and ERDF Programme suspension

Both the ESF and ERDF Programmes were subject to suspension by the EC.

In November 2019, the EC formally suspended its reimbursement payments for both the ESF and
the ERDF programmes because of three adverse findings from systems audits carried out by
Scottish Government's Internal Audit Directorate in 2016 and 2017 acting as the programme AA in

line with Commission regulations.

The AA found errors with procurement procedures, verifying costs for achievements, and checks
on direct staff costs which led to the suspension of the ESF and ERDF programmes. Both
Programme suspensions created obvious risks for SG and for LP, most of which proceeded with

delivery at their own risk.

It took significant time and work by the AA and MA to meet EC requirements to lift the suspensions
in two batches. First, evidence relating to the introduction and implementation of unit costs had
been addressed. To address the findings of the audit report, the MA developed and agreed with
the AA, a methodology for retrospectively claiming a standard scale of unit costs from the EC,
specifically for the ESF programme. The aim of the unit cost methodology and its implementation
was to ensure that verification checks were carried out consistently and compliantly and that the
MA maximised the amount of units claims, whilst mitigating the risk of claiming units incorrectly or
having to repay unit to the EC. Second, evidence that the audit issues around the EC's key

requirements had been addressed.

It therefore took a significant amount of time and effort on behalf of the AA and MA to get the
Programmes lifted out of suspension. If this had not been achieved, then the likely outcome would
have been that the Programmes would have closed earlier than planned, and all funds would have

had to be repaid to the EC. It was therefore critical that this outcome was avoided.

More recently, the MA is continuing to undertake an exercise to assess performance data on EUMIS

in response to concerns raised by the EC with regards to the robustness and consistency of data.




7 ekos

Decommitment of funding

The decommitment process is a last resort. It is only undertaken where the performance of the
operation does not fulfil, or has not fulfilled, the legal commitments set out in the Offer of Grant
Letter, and/or the LP has failed to meaningfully respond to multiple requests from the MA for
relevant information. The initial decision to decommit an operation is made by the relevant Growth
Team within the MA with evidence then presented to Managing Authority Approval Panel (MAAP)

for a final decision.

The total ESIF funds available in Scotland reduced during the Programme period as a result of
significant levels of funding decommitment due to the Programmes not meeting the expenditure

target. Decommitted funds equates to €161.7 million, Table 4.2.

Table 4.2: ESIF 2014-2020 Programme decommitments (€)

0 0 0

2014

2015 0 0 0
2016 0 0 0
2017 3,342,730 19,091,543 22,434,273
2018 23,129,578 26,645,165 49,774,743
2019 19,682,525 32,539,404 52,221,929
2020 0 0 0
2021 11,867,721 15,799,042 27,666,763
2022 9,637,050 0 9,637,050
2023 0 0 0
Total €67,659,604 €94,075,154 €161,734,758
% of total decommitted 42% 58%

Source: Scottish Government (2024)

The first decommitment occurred in 2017 following underspends against annual financial targets.
The late start of the ERDF and ESF Programmes was an important factor in falling behind on

expenditure. The N+3 rule was also invoked in 2018 and again in 2019.

The EC did not automatically suspend the N+3 rule for 2020 in response to the global pandemic.
Rather, the MA successfully invoked Article 87 'Force Majeure’ of the CPR (1303/2013) in response

to the proposed automatic decommitment of the ESF and ERDF Programmes. This was approved,

meaning that underspends in 2020, equating to €53.8 million, did not have to be returned to the
EC.
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To avoid further funding decommitment, the MA implemented several measures during 2021. This

included:

e setting up a PMC Working Group to address the issues experienced around submitting,
accelerating, and approving financial claims.

e asking LP to provide updates on forecast spend.

e atraining programme for LP to help reduce the error rates and improve claim quality.

e recruitment of additional resources within the MA to support claims processing.

There was decommitment again in 2021, then minimal decommitment in the ERDF Programme in

2022, and no decommitment in 2023.

Like previous programme periods there was some flexibility to adjust the allocation of resources
across the Programme Priority Axes subject to EC approval. It was not possible to move resources
between Transition (H&l) and More Developed (LUPS) areas or between funding Programmes. The
intention was for any funds from project decommitments, withdrawals, or underspends to be
recycled by the MA to fund new activity aligned to the purpose and priorities of the ESIF
Programme. This happened to some extent (see example provided below). Underspends were
often identified too late for funds to be reallocated and spent on other activities within the

timescales. This was a missed opportunity.

Ministerial approval in May 2020 for the COVID-19 Response Fund enabled SG to take
advantage of flexibilities to the regulations under the Coronavirus Response Investment Initiative
(CRIl and CRII+) announced by the EC. The amount SG finally achieved from use of CRIl was

circa £37.3 million. No match-funding was required from LP.

The scope of the COVID-19 Response Fund was to purchase goods and services to support the
health care system (under ERDF P1 Innovation and P3 Business Competitiveness), and to

support SMEs to mitigate the impact of COVID-19.

Uncommitted ERDF and ESF funding (£84 million and £13 million respectively) was targeted on
pre-existing healthcare spend incurred from April to August 2020 by SG Health including masks,

visors, sterile gowns, sanitiser, gloves, and other personal protective equipment. Instead of

being restricted to growth SMEs, Innovation and Business Gateway support criteria were

widened to include SMEs that needed support to survive and increase their business resilience.
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Geographical fragmentation

The extent to which Sl and operations were withdrawn, rejected or decommitted, and wider

challenges in securing match-funding meant that:

e the ESIF 2014-2020 Programme did not commit the financial allocations that were foreseen
during the design phase, contributing to decommitment of funding.

e geographical coverage and consistency of delivery was more fragmented, with much
reduced support in certain local authority areas, including SME support, employability, and
poverty and social inclusion interventions. Further, the thresholds applied, minimum
project costs, and definitions were barriers to applications for some national ERDF

challenge funds from those based in the H&I Transition Region.

Further, some, but not all national LP had staff and established networks in the Transition Region.
Where capacity and connections were more limited, national bodies worked closely with others to
capture intelligence and ideas to ensure that the offer was adapted to what was needed and to
embed delivery in the H&l. Steps were taken to increase uptake of challenge funds, including
organising roadshows to promote funding opportunities (for example, NatureScot’'s Natural and
Cultural Heritage Fund), and to organise H&l specific funding rounds (for example, SG's Aspiring

Communities Fund).

Extensive reprofiling of budget allocations, match-funding, outputs
and results

There was extensive reprofiling of budget allocations, match-funding, and target outputs and
results by LP over the delivery period - across funding Programmes and areas. This meant that

budget allocations and targets agreed between the MA and LP at the outset have changed both

continually and significantly throughout the delivery period.
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From a review of data provided by the MA, the main reasons LP submitted change requests related

to:

e milestones - these were used by the MA to monitor progress and were based on the cost
model used and split by different types of expenditure (for example, staff costs and
procurement)®. Milestone change requests related to: increasing or decreasing operation
expenditure; moving expenditure between the milestones; increasing or decreasing the
units for reporting achievements against the recipient records; or other minor changes
(such as names, dates of milestones).

e forecast spend - change requests for forecast spend were normally submitted when there
was a change request for milestones. Forecast spend was recorded in EUMIS for
information only purposes to show a split by financial years. This was an ask of LP to help
the MA identify potential underspends.

e match-funding/match-funders - examples of change requests related to increasing or
decreasing the overall match-funding, adding, or removing match-funders, and moving
money between match-funders.

e target outputs and results - examples of change requests included increasing or

decreasing the targets and adding or removing outputs and results.

Under-reporting of Programme performance

The compliance process and weight of evidence required to demonstrate the eligibility of business
and individual beneficiaries were widely reported to have reduced the numbers of businesses and
individuals supported that could be claimed through the ESIF 2014-2020 Programme. This reflects
the difficulties reported by LPs in securing all the necessary documentation to evidence beneficiary

eligibility, as well as errors in the provision of claim documentation.

This was particularly the case when LP were required to collect evidence retrospectively to meet
changing requirements (for example, for individuals furthest from the labour market - difficult to
make contact if their support has come to an end, unable to provide necessary evidence). The
result of this is that the full reach and impacts of the Programme are not captured in the monitoring

data drawn from the submitted claims (see Chapter 6).

> Milestones and match-funding were used to calculate the grant portion on EUMIS - so often change requests
result in both changing.
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4.5 Summary

The chapters that follow consider in more detail the performance and achievements of the
Programme, and it is important that this analysis is seen in the context of the issues highlighted in
this chapter. The 2014-2020 ESIF Programme had to contend with major unforeseen challenges in
the form of the pandemic and the UK's exit from the EU, along with the economic turbulence that

resulted. The extent of this disruption should not be under-estimated.

However, there have also been issues with Programme structure, governance and delivery and the
inescapable conclusion is that the delivery model has been overly complicated and bureaucratic,
and that this substantially impacted on performance at all levels. While some of the responsibility
for this must rest with the EC, some must also be accepted by SG (MA, CA, and AA) and by LP

delivering the Programme.

Many of the issues are not directly connected to the delivery model per se - rather they reflect a
range of internal factors (for example, the processes, procedures, and systems that have supported
delivery) and unforeseen external factors including Brexit and the pandemic. Taken together, these
factors have made programme management and delivery more challenging and have constrained
and hindered performance. Further, the mid-term review was undertaken too early in the

Programme implementation phase to be of any significant value, particularly given the delayed

start and limited momentum in the delivery of funded activity
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5 Financial Performance

5.1 Introduction

This chapter provides an assessment of the financial performance of the 2014-2020 ESIF
Programme, and more specifically the extent to which the ERDF and ESF Programmes met their

financial goals and targets as detailed at the outset of the programme period.

The information presented is based on a review of existing data sources, including the Operational
Programme Documents, AIR and EUMIS data. The MA concluded its checks and validation of final
financial claims prior to making final payments to LP on 28 June 2024. EUMIS financial data was

downloaded on 1 July 2024 to help feed into the analysis presented on the pages below.

Note: all financial data was originally provided and downloaded from EUMIS and the SG SQL
system in Pound Sterling, barring the original financial allocations (in Euros) which were taken
directly from the Operational Programme documents. Any data first reported in Pounds Sterling

has been converted using a GBP/Euro exchange rate of 1.17 as per SG guidance.

5.2 STEP proposal

The financial data and position outlined in this chapter is subject to change.

The EC has expressed concern that many member states have not yet fully absorbed their

allocations, including some larger member states.

In Scotland, the PMC has since approved a paper from the MA (13 May 2024) to utilise the EC

Strategic Technologies for Europe Programme (STEP) amendment.

Accepting the EC STEP amendment provides the MA with a 12-month extension to the closure of
the 2014-2020 Programme. The extension will allow the MA to submit additional claims and
potentially the reintroduction of other claims removed from previous declarations due to lack of
robust evidence at verification stage. Utilisation of the STEP amendment will allow the MA to

maximise the absorption of structural funds in the 2014-2020 Programmes.

The use of the STEP amendment enabled the MA to treat the July 2024 declaration to the EC as

‘interim’ and will allow the submission of a final declaration on or before 31 October 2024.
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This will enable the final declaration to include:

e a'Fast-Care initiative’ claim towards the costs of SG support for Ukrainian migrant re-
settlement up to an estimated €13 million.

e aninth Unit Cost claim for the costs of employment-related counselling services up to an

estimated €13 million.

The use of the STEP amendment means that, at the time of evaluation reporting, there is the

potential for SG to submit additional claims for the ESIF 2014-2020 Programme totalling

potentially up to an estimated €26 million or £22 million by 31 October 2024.

5.3 Financial performance data analysis

Analysis of financial performance of the ESIF 2014-2020 Programme was undertaken at various

levels, including:

e actual financial performance compared to what was approved at the start of the
Programme.

e actual financial performance compared to final estimates - that is, taking account of any
subsequent reprofiling.

e match-funding secured.
Data has been analysed on the following basis:

e overall and by funding Programme - that is, ERDF and ESF.
e by Programme area - that is, LUPS and H&l.
e by theme - for example, Innovation, Economic, Employment.

e by priority axis - for example, Strengthening Research, Technological Development and

Innovation, Youth Employment Initiative.
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5.4 Original and revised financial performance

At the outset of the ESIF 2014-2020 Programme in Scotland around €1.9 billion of funding was
available - comprising EU grant support (‘Grant approved’) of €923 million and match-funding of
€985 million®, Table 5.1.

Based on this original financial allocation, the Programme achieved a draw down rate of 64%

overall, with the ESF draw down rate higher than that for ERDF (70% and 58% respectively).

Table 5.1: Original ESIF 2014-2020 financial performance - by funding programme

Financial allocation

Original expenditure €994,067,052 €914,062,110 €1,908,129,162
approved

Original grant €467,252,563 €455,789,700 €923,042,263
approved

Grant paid €269,961,995 €317,585,315 €587,547,310
% paid versus grant 58% 70% 64%
approved

Source: ERDF/ESF Operational Programme document (2014) and EUMIS (2024)

As a result of funding decommitments the EU grant support latterly reduced from €923 million to
€652 million’. This represents a significant reduction of €271 million or - 29% from the grant
approved at the outset, Table 5.2. Match-funding also reduced from €985 million to €760 million.
There has also been significant reprofiling of budget allocations during the programme period due
to various internal and (unforeseen) external factors as described earlier in the report, see Chapter

4 (Page 24).

Table 5.2: Current/reprofiled ESIF 2014-2020 financial performance - by funding programme

Budget \ ERDF ESF Total
Current expenditure €634,388.412 €778,253,364 €1,412,641,776
approved

Current grant €297,598,228 €354,230,544 €651,828,773
approved

Grant paid €269,961,995 €317,585,315 €587,547,310
% paid versus grant 91% 90% 90%
approved

Source: EMUIS (2024). Note: Figures converted from GBP to Euros using exchange rate of 1.17

®EU approved grant in Euros as per Original Programme Document (in Euros).
7 Converted from £557 million at Euro/GBP rate of 1.17.
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Financial performance against the current reprofiled budget shows an improvement. The ESIF
2014-2020 Programme achieved a draw down rate of 90% overall against the current reprofiled

budget, with the ESF and ERDF draw down rates similar (both higher at 90% and 91% respectively).

In summary, assessment of financial performance against the current/reprofiled financial
allocations (overall, by programme area, by theme, by priority axis) shows an improved picture
when compared to the analysis of financial performance against the original allocations presented

above. This is now presented in more detail below.

5.5 Original financial performance

Overview

Table 5.3 provides an overview of the financial performance of the ESIF 2014-2020 Programme

against the original financial allocation by Programme area.

Table 5.3: Original ESIF 2014-2020 financial performance - by funding programme and
programme area

Fumeling Expenditure .

programme and Grant approved Grant paid

programme area approved

ERDF

H&l €199,223,892 €109,573,141 €71,229,091 65%
LUPS €794,843,160 €357,679,422 €198,732,904 56%
ERDF sub total €994,067,052 | €467,252,563 | €269,961,995 58%
ESF*

H&l €173,818,822 €99,125,361 €42,284,756 43%
LUPS €740,243,288 €356,664,339 €275,300,559 77%
ESF sub total €914,062,110 | €455,789,700 | €317,585,315 70%
Total €1,908,129,162 | €923,042,263 | €587,547,310 64%

Source: ERDF/ESF Operational Programme document (2014) and EUMIS (2024)
Notes: Figures converted from GBP to Euros using exchange rate of 1.17.

*At original Operational Programme level, the Youth Employment Initiative wasn't divided by H&l and LUP,
therefore the table above has attributed 78% of expenditure to LUPS and 22% to H&l, as per the funding split

of the other ESF programmes.

Points to note include that:

e thereis variation in performance by Programme area.

e financial performance was higher in the H&l region under the ERDF Programme, with 65%

of the original grant approved paid out (56% for LUPS).
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e the converse was true under the ESF Programme, with a considerably higher proportion of

the approved grant paid out in the LUPS region (77%) than in the H&I region (43%).

Theme

Table 5.4 provides an overview of the financial performance of the ESIF 2014-2020 Programme

against the original financial allocation broken down by the six themes.

Table 5.4: Original ESIF 2014-2020 financial performance - by funding programme and theme

Funding E dit

programme and xpenditure Grant approved Grant paid % paid
. approved

ERDF

Innovation €240,018,933 €111,500,000 €98,728,147 89%
Economic €351,575,757 €168,700,000 €95,692,712 57%
Climate Change /

Reductions in €402,472,362 €187,052,563 €65,624,687 35%
Emissions

ERDF sub total €994,067,052 €467,252,563 €269,961,995* 58%
Employment €465,753,342 €244,399,400 €178,422,674 73%
Poverty €188,936,384 €89,400,000 €26,091,112 29%
Reduction

Education €259,372,384 €121,990,300 €104,682,325 86%
ESF sub total €914,062,110 € 455,789,700 €317,585,315** 70%
Total €1,908,129,162 €923,042,263 €587,547,310 64%

Source: ERDF/ESF Operational Programme document (2014) and EUMIS (2024)

Note: Figures converted from GBP to Euros using exchange rate of 1.17

* and ** Grant paid doesn't add up to the sub-rows as a further €9,916,449 (ERDF) and €8,389,205 (ESF) was
paid out as technical assistance (see Table 5.7 for details). Technical assistance is not displayed in the table as
a separate row under ‘Expenditure Approved’ or ‘Grant Approved’ as it was not available in the original
programme document.

Points to note include that:

e performance at theme level was very mixed for both the ERDF and ESF Programmes
against the original financial allocations.

e under the ERDF Programme, the Innovation theme achieved the highest proportion of the
original approved grant paid out (89%) - and was lowest for the Climate Change/Reduction
in Emissions theme (35%). In part this might reflect that four of the five Climate Change/
Reduction in Emissions Sl were delivered (significant funding for the Low Carbon

Infrastructure Transition Programme S| was withdrawn due to evidence requirement

challenges).
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e under the ESF Programme, the Education theme achieved the highest proportion of the
original approved grant paid out (86%) - and was lowest for Poverty Reduction (29%). In
part this might reflect the fact that some LP did not take up their funding allocations for the
Poverty Reduction Sl and there were challenges for the third sector in securing match-

funding.

Priority axis

Table 5.5 provides an overview of the financial performance of the ESIF 2014-2020 Programme

against the original financial allocation broken down by priority axis. Points to note include that:

e at priority axis level financial performance was also very mixed for both the ERDF and ESF
Programmes against the original financial allocations.

e under the ERDF Programme, ‘Strengthening research, technological development and
innovation’ achieved the highest proportion of the original approved grant paid out (89%) -
and was lowest for ‘Supporting a shift towards a low carbon economy in all sectors’ (20%).

e under the ESF Programme, ‘Supporting sustainable and quality employment and
supporting labour market mobility’ and ‘Investing in education, training and vocational
training for skills and lifelong learning’ achieved the highest proportion of the original grant

approved paid out (88% and 86% respectively) - and was lowest for ‘Promoting social

inclusion, combating poverty and any discrimination’ (29%).




Table 5.5: Original ESIF 2014-2020 financial performance - by funding programme and priority

axis

Funding programme and

priority axis

ERDF
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Expenditure : e

1 Strengthening research,

technological development €240,018,933 €111,500,000 €98,728,147 89%
and innovation
2 Enhancing access to, and 5

. €45,454,545 €25,000,000 €12,478,625 50%
use and quality of ICT
3 Enhancing the €306,121,212 | €143,700,000 €83,214,086 58%
competitiveness of SMEs
4 Supporting a shift towards a
low carbon economy in all €280,775,393 €131,052,563 €25,696,355 20%
sectors
5 Preserving and protecting
the environment and €121,696,969 €56,000,000 €39,928,332 71%
promoting resource efficiency
ERDF sub total €994,067,052 | €467,252,563 | €269,961,995* 58%
ESF
1 Supporting sustainable and
quality employment and €326,824,242 | €151,780,000 | €133,379,917 88%
supporting labour market
mobility
2 Promoting social inclusion,
combating poverty and any €188,936,384 €89,400,000 €26,091,112 29%
discrimination
3 Investing in education,
training and vocational €259,372,384 | €121,990,300 | €104,682,325 86%
training for skills and lifelong
learning
4 Youth employment initiative €138,929,100 €92,619,400 €45,042,757 49%
ESF sub total €914,062,110 | €455,789,700 | €317,585,315 70%
Total €1,908,129,162 | €923,042,263 | €587,547,310 64%

Source: ERDF/ESF Operational Programme document (2014) and EUMIS (2024)
Notes: Figures converted from GBP to Euros using exchange rate of 1.17.
*and ** Grant paid doesn't add up to the sub-rows as a further €9,916,449 (ERDF) and €8,389,205 (ESF) was
paid out as technical assistance (see Grant paid column of Table 5.7 for details. Technical assistance is not
displayed in the table as a separate row under ‘Expenditure Approved’ or ‘Grant Approved’ as it was not
available in the original programme document.
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5.6 Reprofiled financial performance

Overview

Table 5.6 provides an overview of the reprofiled financial performance of the ESIF 2014-2020

Programme broken down by Programme area.

The main point to note from the table below is that the approved grant paid out rate was in the
main 90% or higher in both Programme areas under the ERDF and ESF Programmes (exception

being the H&I region for the ESF Programme at 86%).

Table 5.6: Current/reprofiled ESIF 2014-2020 financial performance - by funding programme and
programme area

Fumeling Expenditure .

programme and Grant approved Grant paid

programme area approved

ERDF

H&l €158,115,489 €77,905,405 €71,229,091 91%
LUPS €476,272,922 €219,692,823 €198,732,904 90%
ERDF sub total €634,388,412 | €297,598,229 | €269,961,995 91%
ESF

H&l €93,019,605 €48,990,331 €42,284,756 86%
LUPS €685,233,759 €305,240,213 €275,300,559 90%
ESF sub total €778,253,364 | €354,230,544 | €317,585,315 90%
Total €1,412,641,776 | €651,828,773 | €587,547,310 90%

Source: EMUIS (2024)

Note: Figures converted from GBP to Euros using exchange rate of 1.17

Theme

Table 5.7 provides an overview of the reprofiled financial performance of the ESIF 2014-2020

Programme broken down by the six themes. Points to note include that:

e under the ERDF Programme, the Economic and Innovation themes achieved the highest
proportion of approved grant monies paid out (96% and 95% respectively) - and was
lowest for Climate Change/Reductions in Emissions theme (84%).

e under the ESF Programme, the Employment and Education themes achieved the highest
proportion of approved grant monies paid out (96% and 90% respectively) - while Poverty
Reduction was lowest at 68%.

e technical assistance under both the ERDF and ESF Programmes did not achieve particularly

high levels of approved grant monies paid out.




Table 5.7: Current/reprofiled ESIF 2014-2020 financial performance - by funding programme and
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theme
Funding E dit
programme and xpenaiture Grant approved Grant paid
Jrerna approved
ERDF
Innovation €180,632,615 €104,080,054 €98,728,147 95%
Economic €236,692,721 €99,472,532 €95,692,712 96%
Climate Change /
Reductions in €184,428,876 €77,728,543 €65,624,687 84%
Emissions
Technical €32,634,199 €16,317,100 €9,916,449 61%
Assistance
ERDF sub total €634,388,412 €297,598,229 €269,961,995 91%
ESF
Employment €375,394,728 €185,561,990 €178,422,674 96%
Poverty €85,834,893 €38,437,548 €26,091,112 68%
Reduction
Education €288,104,185 €115,771,226 €104,682,325 90%
Technical €28,919,559 €14,459,779 €8,389,205 58%
Assistance
ESF sub total €778,253,364 €354,230,544 €317,585,315 90%
Total €1,412,641,776 €651,828,773 €587,547,310 90%

Source: EMUIS (2024)

Note: Figures converted from GBP to Euros using exchange rate of 1.17

Priority axis

Table 5.8 provides an overview of the reprofiled financial performance of the ESIF 2014-2020

Programme by priority axis.

Points to note on the profiled financial performance of the ESIF 2014-2020 Programme by priority

axis include that:

e under the ERDF Programme, several priority axis’ achieved high proportions of approved
grant monies paid out - including ‘Enhancing access to, and use and quality of, ICT' (100%),
‘Enhancing the competitiveness of SMEs' (96%), Strengthening research, technological
development and innovation’ (95%), and ‘Preserving and protecting the environment and
promoting resource efficiency’ (91%). With the exception of Technical Assistance,

‘Supporting a shift towards a low carbon economy in all sectors’ was lowest at 76% of the

grant that was approved being paid out.
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e under the ESF Programme, several priority axis’ achieved high proportions of approved
grant monies paid out - including ‘Supporting sustainable and quality employment and
supporting labour market mobility’ (99%), ‘Investing in education, training and vocational
training for skills and lifelong learning (90%), and Youth employment initiative (89%). With

the exception of Technical Assistance, ‘Promoting social inclusion, combating poverty and

any discrimination’ was lowest (68%).

Table 5.8: Current/reprofiled ESIF 2014-2020 financial performance - by funding programme and

priority axis

Funding programme and

Expenditure

Grant approved

Grant paid

% paid

priority axis approved

ERDF

1 Strengthening research,

technological development €180,632,615 €104,080,054 €98,728,147 95%

and innovation

2 Enhancing access to, and o
. €24,958,440 €12,479,220 €12,478,625 100%

use and quality of ICT

3 Enhancing the €211,734,281 €86,993,312 €83,214,086 96%

competitiveness of SMEs

4 Supporting a shift towards a

low carbon economy in all €73,590,014 €33,789,077 €25,696,355 76%

sectors

5 Preserving and protecting

the environment and €110,838,861 €43,939,466 €39,928,332 91%

promoting resource efficiency

12 Technical Assistance €32,634,199 €16,317,100 €9,916,449 61%

ERDF sub total €634,388,412 €297,598,229 | €269,961,995 91%

ESF

1 Supporting sustainable and

quality employment and €299,232,507 €134,758,169 €133,379,917 99%

supporting labour market

mobility

2 Promoting social inclusion,

combating poverty and any €85,834,893 €38,437,548 €26,091,112 68%

discrimination

3 Investing in education,

training and vocational €288,104,185 | €115771,226 | €104,682,325 90%

training for skills and lifelong

learning

4 Youth employment initiative €76,162,221 €50,803,822 €45,042,757 89%

12 Technical Assistance €28,919,559 €14,459,779 €8,389,205 58%

ESF sub total €778,253,364 €354,230,544 | €317,585,315 90%

Total €1,412,641,776 | €651,828,773 €587,547,310 90%

Source: EMUIS (2024)
Notes: Figures converted from GBP to Euros using exchange rate of 1.17.
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5.7 Match-funding achieved

The following section provides an overview of the performance of the match-funding forecast and

achieved for the ESIF 2014-2020 Programme.

Programme area

Table 5.9 compares the level of match-funding from other sources (for example, LP, DA) forecast
at the outset of Programme with what was actually achieved, albeit this has also been subject to

much reprofiling over the programme period.
Points to note include that:

e atotal of €687 million of match-funding was achieved overall - this represents 91% of
match-funding forecast at the outset.
e match-funding achieved by funding Programme and by Programme area were broadly

similar, albeit slightly higher for the LUPS Programme area.

Table 5.9: Match funding ESIF 2014-2020 - by funding programme and programme area

Funding Forecast match- : :
programme and furding Actual match-funding % achieved
programme area

ERDF

H&l €79,785,276 €71,923,945 90%
LUPS €256,580,099 €235,219,966 92%
ERDF sub total €336,365,375 €307,143,911 91%
ESF

H&l €42,474,187 €36,267,848 85%
LUPS €378,781,427 €343,886,236 91%
ESF sub total €421,255,613 €380,154,083 90%
Total €757,620,988 €687,297,994 91%

Source: Scottish Government (2024)
Notes: Figures converted from GBP to Euros using exchange rate of 1.17.

Theme

Table 5.10 compares the level of match-funding from other sources forecast at the outset of

Programme with what was actually achieved by theme.
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Table 5.10: Match funding from ESIF 2014-2020 - by funding programme and theme

Funding programme

Forecast Match

Actual Match Funding

% achieved

and theme Funding

ERDF

Innovation €76,552,561 €69,793,430 91%
Economic €136,795,381 €135,335,190 99%
Climate Change /

Reductions in €106,700,333 €92,038,954 86%
Emissions

Technical Assistance €16,317,100 €9,976,337 94%
ERDF sub total €336,365,375 €307,143,911 91%
ESF

Employment €189,832,737 €185,280,288 98%
Poverty Reduction €44,630,137 €27,794,977 62%
Education €172,332,959 €158,634,793 92%
Technical Assistance €14,459,779 €8,444,025 58%
ESF sub total €421,255,613 €380,154,083 90%
Total €757,620,988 €687,297,994 91%

Source: Scottish Government (2024)
Notes: Figures converted from GBP to Euros using exchange rate of 1.17.

Points to note include that:

e atatheme level there was some variation in match-funding achieved compared to forecast,
particularly under the ESF Programme.

e under the ERDF Programme, all themes secured high levels of match-funding compared to
that forecast - this ranges from 86% (Climate Change/Reductions in Emissions theme) to
99% (Economic theme).

e under the ESF Programme, match-funding secured against forecast was highest for the
Employability (98%) and Education themes (92%), while it was lower for Poverty Reduction
(62%) and Technical Assistance,

Priority Axis

Table 5.11 compares the level of match-funding from other sources forecast at the outset of

Programme with what was actually achieved by priority axis. Point to note include:

e match-funding secured compared to forecast was generally strong for ERDF priority axis

with the exception of ‘Supporting a shift towards a low carbon economy in all sectors’ (and

Technical Assistance).
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e match-funding secured compared to forecast was generally strong for ESF priority axis with
the exception of ‘Promoting social inclusion, combating poverty and any discrimination’

(and Technical Assistance).

Table 5.11: Match Funding from ESIF 2014-2020 - by funding programme and priority axis

Funding programme and

Forecast Match

Actual Match

% achieved

priority axis Funding Funding

ERDF

1 Strengthening research, €76,552,561 €69,793,430 91%
technological development

and innovation

2 Enhancing access to, and €12,479,220 €12,479,220 100%
use and quality of ICT

3 Enhancing the €124,316,161 €122,855,970 99%
competitiveness of SMEs

4 Supporting a shift towards a €39,800,937 €29,229,063 73%
low carbon economy in all

sectors

5 Preserving and protecting €66,899,396 €62,809,891 94%
the environment and

promoting resource efficiency

12 Technical Assistance €16,317,100 €9,976,337 61%
ERDF sub total €336,365,375 €307,143,911 91%
ESF

1 Supporting sustainable and

quality employment and €164,474,338 €162,765,436 99%
supporting labour market

mobility

2 Promoting social inclusion,

combating poverty and any €44,630,137 €27,794,977 62%
discrimination

3 Investing in education,

training and vocational €172,332,959 €158,634,793 92%
training for skills and lifelong

learning

4 Youth employment initiative €25,358,399 €22,514,853 89%
12 Technical Assistance €14,459,779 €8,444,025 58%
ESF sub total €421,255,613 €380,154,083 90%
Total €757,620,988 €687,297,994 91%

Source: Scottish Government (2024)
Notes: Figures converted from GBP to Euros using exchange rate of 1.17.
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5.8 Summary

Overall, the ESIF 2014-2020 Programme has fallen short of its original financial goals and targets -
against the two scenarios, namely with what was set out at the outset and with the considerably
reprofiled budgets (with the latter showing an improved position on actual achieved). There was

also variation in financial performance at a funding Programme, theme, and priority axis level.

Significant funds were not drawn down and funds were also decommitted due to poor

performance. On a positive note, the Programme secured considerable match-funding.
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6 Operational Performance

6.1 Introduction

This chapter provides an assessment of the operational performance of the 2014-2020 ESIF
Programme, and more specifically the extent to which it met its output and result targets as

detailed at the outset of the Programme.

The information presented below is based on a review of existing information and data sources,
including the Operational Programme documents, AIR and EUMIS data. LP final submission of
performance data on EUMIS was 31 March 2024. EUMIS output and result data was downloaded

on 14 June 2024 to help feed into the summary analysis presented below.

Appendix C contains detailed data tables. It presents data at Investment Priority level to ensure
alignment with how targets were first reported in the Operational Programme documents and

subsequently in the AIR. It includes:

e actual performance against output and result targets compared to what was approved at
the start of the Programme.
e actual performance against output and result targets compared to final approved output

and result targets - that is, taking account of any subsequent reprofiling.

It should be noted that there are missing data in places, particularly in relation to original targets.
For the most part this is due to the later introduction of performance measures that were not
specified in the Operational Programme documents (these are noted as non-OP). We have also
commented elsewhere on the extent to which evidence requirements impacted on reporting,
particularly of businesses and individuals receiving support. As a result, the data reported here will

underestimate the true reach of the ERDF and ESF Programmes.

Further, the MA is undertaking an exercise to review and correct any issues with performance data,
and this exercise will continue until the end of the Programme. The output and result data

presented in this report is at a particular point in time (data downloaded on 14 June), and subject

to change.
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6.2 Targets

The EC required each Priority Axis to include common indicators as laid down by Fund-specific
rules as well as indicators "to assess the progress of performance implementation towards

achievement of objectives as the basis for monitoring, evaluation and review of performance”.

Programme targets were set during the ERDF and ESF Programme design stage through
consultation and evidence gathering involving the MA and LP and were also partly based on

previous programming experience.

The original targets were amended once the full landscape of Programme parameters, including
the types of eligible beneficiaries, were fully scoped out, and were reprofiled substantially

throughout the delivery period.

6.3 Operational performance data analysis

For the purpose of ensuring a succinct and clear analysis the performance data has been analysed

at theme level - for example, Innovation, Economic, Employment, as shown in Table 6.1 below.

Table 6.1: Overview of ESIF Themes

Innovation

ERDF Economic

Climate Change/ Reductions in Emissions

Employability

ESF Poverty Reduction

Education

The following sub-sections discuss the performance of the ESIF 2014-2020 Programme,
disaggregated by the six Themes. As noted above, the full data tables in Appendix C present the
original and reprofiled targets along with the reported outputs and results achieved against each
measure. In some cases, it has not been possible to identify original targets mainly due to the

introduction of new measures after the original Operational Programme documents were agreed.

In the data tables we have provided a RAG (Red, Amber, Green) rating - that is, Red for those
performing under 65% of the target, Amber for those 65-99%, and Green for those 100% or above
target, and have done this against both original and reprofiled targets. The analysis below looks to
assess how the various themes have performed against the RAG rating, while pulling out some of

the key areas of success as well as identifying areas of weakness or poorer performance.
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6.4 ERDF

Innovation theme

The Innovation theme includes the innovation support delivered by Scottish Enterprise and
Highland and Islands Enterprise along with Scotland’s 8" City, with performance data for the
Innovation theme split between H&l and LUPS areas and includes performance against outputs and

results measures.

The output and results for the Innovation theme (Table €1, Appendix C) in H&l are generally low
and only three of the reprofiled targets have been met, along with two targets relating to the
purchase of PPE during the COVID-19 pandemic. The targets met were the launch of the SPRITE
programme (which was delivered by Scottish Enterprise) and the number of companies involved in
cluster building activities. The other target that was met was private investment matching public
support to enterprises (non-grants), although the target here was modest. On this basis, it seems
that innovation support in the transition region fell some way short of expectation in terms of
performance against the stated output and results targets. However, business demand for
innovation support was impacted both by Brexit and then by the pandemic which may explain

some of the underperformance.

The position in LUPS appears somewhat different. Here performance has been strong in terms of
enterprises being supported to introduce new products, and employment in supported
enterprises. Private sector match-funding performance is particularly strong at almost 600% of the

reprofiled target. Targets for PPE were also met in the LUPS area.

Performance has also been strong, albeit against reprofiled targets, for leverage of BERD (Business
Enterprise Research and Development - a measure of business investment in innovation) and the
number of innovation active companies, reflecting the impacts of the innovation support

programmes.

Where performance has been less strong is in relation to cooperation between research
institutions and enterprises, provision of non-grant support (innovation support was all grant
driven), and in relation both to employment in smart specialisation sectors and the number of

SMEs exporting.

Cooperation between research institutions and enterprises is perhaps less surprising as this was

not a strong focus of the programme, but the reasons for low performance against smart

specialisation sector employment and SME exporting is less clear.
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Overall performance in the Innovation theme has clearly been stronger in LUPS than in H&I, which

may reflect the different character of the economy in each region.

Economic theme

The Economic theme comprises the digital connectivity programme in the H&l along with business
competitiveness support which includes the SME Holding Fund and business support delivered by

the enterprise agencies and councils (via Business Gateway).

In relation to the digital connectivity work (Table C2, Appendix C), performance is low in terms of
the numbers of enterprises and households with access to broadband connectivity. This seems
strange given that the programme did establish over 40 new masts in areas that were poorly
served by existing digital connectivity. This suggests that the issue is one of data collection or

reporting rather than performance.

In relation to business competitiveness and the SME Holding Fund (Table C3, Appendix C),
performance is again stronger in LUPS than in H&l. Performance in the transition region is
reasonable in terms of the numbers of enterprises supported, particularly with grants, and
employment growth is also fair in relation to reprofiled targets, but performance against results
measures is poor. This includes employment in smart specialisation sectors, SMEs exporting and

innovation measures such as BERD and number of innovation active companies.

The SME Holding Fund made few investments in the H&I, which reflects the nature of the business
base, and again demand for a range of support products would have been affected by the

pandemic in particular.

In LUPs performance is strong in terms of the numbers of enterprises that received support,
financial and otherwise, and again in relation to private sector investment, which will reflect the
strong performance of the SME Holding Fund. Performance against results measures is less robust
with only SME exporting exceeding 65% of target, and employment and the innovation measures
of BERD and number of innovation active enterprises falling short, although these were stronger in

the Innovation theme.

Performance in the Economic theme will obviously have been impacted by the pandemic both in
terms of how support was delivered but also the impacts of the pandemic period on business

demand for various kinds of support. For many companies, the pandemic forced a shift from

growth to survival and this will have impacted on the Programme.




7, ekos

Climate Change/ Reductions in Emissions theme

The Climate Change/Reductions in Emissions theme contained five strategic interventions - four

were ultimately delivered:

e Low Carbon Infrastructure Transition Programme - delivered by SG in partnership with the
enterprise agencies and Scottish Futures Trust (funding withdrawn).

e Low Carbon Travel and Transport Programme - delivered by Transport Scotland and
Energy Saving Trust.

e Green Infrastructure and, Natural and Cultural Heritage Fund - delivered by NatureScot.

e Resource Efficient Circular Economy - delivered by Zero Waste Scotland

Performance in the H&I region on ‘Promoting Low Carbon strategies’ (Table C4, Appendix C)
(including the Low Carbon Travel and Transport Programme) was very strong against both the
original targets that were set as well as those that were reprofiled. All of the original output targets
for H&l were met and exceeded - by over 400% in the case of 'Hubs with contracts let or
construction started’. Performance was also good in the LUPS region, with four of the seven targets
met or exceeded. The target for the number of ultra-low emission vehicle registrations in Scotland
was massively exceeded, although this was largely due to (in hindsight) a very low initial target

having been set, which was then significantly re-profiled.

Performance in ‘Promoting research in, innovation in and adoption of low-carbon technologies’
(Table C5, Appendix C) (including the Low Carbon Travel and Transport Programme) was
relatively mixed, with performance against the original targets generally weak. Only one of the 12
targets exceeded 65% of the original target (that is, increasing employment in the low carbon
sector in Scotland). There was, however, a significant amount of reprofiling of the targets which

improved the performance, which led to 11 of the 12 targets being met or exceeded.

There was a very mixed performance on the targets focused on ‘Conserving, protecting,
promoting, and developing natural and cultural heritage’ (Table C6, Appendix C) as well as
‘Protecting and restoring biodiversity and soil and promoting ecosystem services'(Table C7,
Appendix C), which fell under the responsibility of NatureScot's Green Infrastructure and Natural
and Cultural Heritage Fund. A number of the targets appear to have faced reporting issues, with a
significant proportion of the targets (circa 25%) reporting zero progress towards the target. A
number of the targets were also developed after the Original Programme was agreed. There were
some successes, namely in the number of projects promoting natural and cultural assets, as well as
on bringing areas of derelict land back into use. Performance was poor around quality of place
targets and also satisfaction ratings on green infrastructure in Scotland - although it appears there

may have been some challenges around measuring and reporting on these areas.




7, ekos

Lastly, performance from the Resource Efficient Circular Economy, delivered by Zero Waste
Scotland was broadly very good, with all of the reprofiled targets met®. There was very strong
progress on decreasing greenhouse gas emissions (in both H&l and LUPS), with the original target
significantly reprofiled given the positive progress that had been made. There were also successes
in providing non-financial support to organisations in order to help support the de-carbonisation of

their operations.

6.5 ESF

Employment theme

The theme of employment included the Employability SI (Skills Development Scotland and 27 local
authorities LP) and the Youth Employment Initiative Sl (Scottish Funding Council and 11 local
authorities LP).

Under the investment priority of ‘Access to employment for job-seekers and inactive people’
(Table €8, Appendix C) performance towards the targets was fairly weak, with none of the original
or reprofiled targets met. Against the original targets that were set, 13 of the 15 fell below 65% of
the original target, with the other two both achieving less than 80% of the original target. As was
the case for many of the targets across the ESIF Programme there was a fairly large element of
reprofiling, however even still, performance remained weak. The best performance was against
‘reducing barriers to unemployment for those that were either unemployment or economically
inactive’ - although both H&l and LUPS still missed the reprofiled targets. There was particularly
weak performance in reducing the barriers for those unemployed and/or inactive into education or

training.

Performance under the investment priority of ‘Sustainable integration in the labour market of
young people’ (Table C9, Appendix C), which covered the Youth Employment Initiative was very
mixed. There were successes in engaging people who were economically inactive into education
or training, as well as helping people who were inactive into apprenticeships/traineeships.
However, performance was poor on engaging young people (25-29) who were inactive into the
likes of training, education, or apprenticeships, with a large number of the targets missed (even

after significant reprofiling).

& Two achieved 99% progress towards the target
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Poverty Reduction

There were two investment priorities that activities supported under the Poverty Reduction theme

contributed towards.

First, ‘Active inclusion’ (Table €10, Appendix C). Support aligned to this investment priority was
largely delivered by local authorities and by SG via its Aspiring Communities Fund. There are some
data gaps for targets set at the outset of the Programme under this investment priority, most

notably for the H&l region.
Performance against original output and results targets for Active Inclusion was poor.

Achievement against most original targets were rated red for both Programme areas - LUPS and
H&I (fell below 65% of the original target). This includes targets such as 'Disadvantaged
workless/lone parent/low income households supported’, ‘Community based/community led
services supported’, ‘Disadvantaged participants engaged in job search, education/training,
gaining a qualification, or in employment, including self-employment, upon leaving’, and ‘New

childcare places available'.

There were also some notable differences by Programme area when achievement against original
targets was considered. For example, in the H&l, the targets for ‘Deprived or fragile communities
supported’ was significantly under target while in LUPS it was exceeded. Similarly, in the H&I, the
targets for ‘Disadvantaged participants in workless, lone parent/low income households with
improved money management skills’ and ‘Participants no longer affected by debt as a barrier to
social inclusion were almost achieved (92% and 96% respectively), but both were significantly
under target in the LUPS region (albeit they started from a much higher base number in LUPS and

perhaps over ambitious).

Like other themes, targets associated with ‘Active Inclusion’ were subject to significant reprofiling
over the delivery period. Performance against reprofiled targets (for example, some original
targets were reprofiled downwards and others upwards, while targets were latterly set for

indicators which had no original target set) continues to show largely poor performance overall.

Most output and result targets continue to be rated red when progress against reprofiled targets
are examined. Almost all of the remainder were amber (50-99% achieved), and improved progress
has generally been made where original target have been reprofiled downwards. One was rated

green in the H&I, namely ‘Fuel poverty capacity building sessions delivered’. Further, performance

was certainly weaker in the LUPS region than H&I.
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The second investment priority under Poverty Reduction theme was ‘Promoting social
entrepreneurship and vocational integration in social enterprises’ (Table C11, Appendix C).

Activity under this theme was delivered by SG.

Achievement against original targets for both LUPS and H&l was fairly mixed, with some strong and

weaker performance apparent.

In the H&I, progress towards original targets were either categorised as green (met or exceeded)
or red (fell short of 65%). Performance was strong for ‘'Number of collaborative projects between
academic partners/social enterprises’ and ‘Number of supported projects which increase Research
and Technological Development (RTD) capacity/investment in social economy’. However, all other
H&I original targets were not achieved, including ‘'Number of supported micro, SMEs (including
cooperative/social economy enterprises)’, ‘Social innovation projects supported’, ‘FTEs created in
supported enterprises/organisations’, and 'Number of new products and services developed to

support targeted groups’.

In the LUPS region, progress towards original targets was equally mixed with an equal mix of
green/amber and red categorisations. Notable differences from H&l was that good performance
(amber) was achieved for targets such as ‘Number of supported projects which increase RTD
capacity/investment in social economy (95%) and ‘FTEs created in supported enterprises/

organisations (68%).

Targets associated with ‘Promoting social entrepreneurship and vocational integration in social
enterprises’ were also subject to reprofiling over the delivery period. A fair assessment is that

performance against reprofiled targets remains mixed.

In the H&I there was, however, some improvement against targets such as ‘Social innovation
projects supported’ (71% of reprofiled target achieved) and 'FTEs created in supported
enterprises/organisations’ (68% of reprofile target achieved) - but both had been reprofiled
downwards. Further, a target was latterly set for ‘Number of individuals completing development

programme’ but zero progress was achieved against this indicator.

In the LUPS region performance against reprofiled targets remained weaker than H&I, with most
targets continued to be classed as under-performing (red). On a positive note, the ‘Number of

supported projects which increase RTD capacity/investment in social economy’ changed from

amber to green, albeit the target was reprofiled downwards.
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Education

Developing Scotland’'s Workforce activity delivered under the Education theme was led by Skills
Development Scotland and the Scottish Funding Council. There are some data gaps for targets set
at the outset of the Programme under the investment priority ‘Improving the labour market

relevance of education and training systems’ (see Table C12, in Appendix C).
Performance against original output and results targets was poor for the Education theme.

Only two output targets and one result target were met in full (and were actually exceeded) - all
were for the LUPs region and included Participants with International Standard Classification of
Education (ISCED) level 37 or 4'° qualifications, ‘Participants with ISCED level 5 and above

qualifications’"", and ‘Total participants with ISCED level 5 and above qualification upon leaving'.

Achievement against almost all remaining original targets were rated red (fell below 65% of the
original target). This includes output and results targets for various levels of ISCED qualifications, as
well as ‘Employers offering vocational places’, and Participants in employment, including self-

employment, six months after leaving'.
All H&l output and result targets fell below 65% of the original target.

Like other themes, targets for the Education theme were also subject to significant reprofiling over
the delivery period. As expected, performance against reprofiled targets (typically reprofiled
downwards) shows an improved picture performance wise - across both Programme areas (LUPS

and H&l), most notably for the H&I.

Fewer output and result targets were rated red when progress against reprofiled targets were
considered. Targets categorised as red included ‘Employers offering vocational places’, and
‘Inactive participants involved in vocational placement’. The reprofiled performance shows more
amber categorised targets (50-99% achieved) as well as some green targets (100% or more

achieved).

9 Level 3 or upper secondary education - typically designed to complete secondary education in preparation
for tertiary education or provide skills relevant to employment, or both.

10 Level 4 or post-secondary non-tertiary education - typically designed to provide individuals who
completed ISCED level 3 with non-tertiary qualifications required for progression to tertiary education or for
employment when their ISCED level 3 qualification does not grant such access.

11 Leve 5 and above are labelled as short-cycle tertiary education, Bachelor's or equivalent level, Master’s or
equivalent level, and doctoral or equivalent level, respectively. The content of programmes at the tertiary level
is more complex and advanced than in lower ISCED levels
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Output targets met or exceed included: 'With ISCED level 2 or below qualifications’; ‘With ISCED
level 5 and above qualifications’; "Employer engagement’; and ‘Number of new courses/materials

developed'.

Most reprofiled targets were, however, not met, including all result targets - albeit there was a
marked improvement in all result targets for H&l including 'Participants in employment, including

self-employment, six months after leaving’, ‘Total participants with ISCED level 3 or 4 qualification

upon leaving’, and ‘Total participants with ISCED level 5 and above qualification upon leaving’.
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7 Successes and Achievements

7.1 Introduction

This chapter summarises some notable successes by ERDF and ESF theme. Achievements should
also be considered in the context of the internal and (unforeseen) external factors (see Chapter 3)
which impacted both expenditure and achievement of outputs and results of all elements of the

ERDF and ESF Programmes.

7.2 Innovation

ERDF funding enabled the enterprise agencies to deliver far more in the way of innovation support
than would otherwise have been possible, and Scottish Enterprise noted that the loss of this
funding has not only led to a significant reduction in provision but also a fall in key metrics such as
BERD - a measure of business spend on R&D. While administrative challenges did result in less
activity than originally planned, the evidence suggests that what was delivered was both effective
and impactful and performance against some of the innovation outputs and results was strong in

LUPS.

The SPRITE Programme was also identified as a particular success and was one of the few
operations which engaged the higher education sector in innovation activity. The programme ran
challenge funds for cluster building activity in advanced manufacturing and low carbon, supporting
universities and industry to develop programmes of activity to address specific market
opportunities. It met or exceeded four of its targets and many of the funded projects are

continuing and/ or seeking additional funding support.

Also within the innovation theme was Scotland’s 8th City S| which ran from 2015 to 2023. Glasgow
City Council and partner local authorities undertook over 40 data and technology driven projects
across the four domains of Open Data, Smart Communities, Smart Services, and Smart
Infrastructure. In addition to delivering new smart infrastructure and data platforms across the
cities, Scotland’s 8™ City has catalysed partnership working and collaboration across the city
authorities. It has also made a substantial contribution to sustainability and low carbon priorities

through provision such as intelligent street lighting and smart energy, water, and mobility systems.
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7.3 Economic

Delivery of the Business Competitiveness Sl was certainly impacted by the pandemic and its effect
on businesses, but still enabled the provision of business support that would not otherwise have
been possible. As such, the ERDF Programme enabled a significant expansion in support to SMEs
across Scotland, supporting recovery from the impacts of the pandemic as well as promoting

business growth.

In our survey of supported SMEs (see Appendix E), the vast majority of SMES (93%) reported at
least one benefit achieved to date or expected to be achieved in future as a result of the support

received. The most common benefits reported include:

e provided staff with new skills (82%).
e increased use of digital technologies (80%).
e improved business brand or improved marketing (73%).

e increased sales or turnover (69%) (average of circa £150,000 increase).

The SME Holding Fund programme was a clear success, in particular the equity investment funds
managed by Scottish Enterprise. Thees funds were able to do far more than would otherwise have
been possible and expanded investment activities by £36 million plus private sector leverage. The
Scottish Enterprise equity funds met their expenditure targets early and received additional
finance. The full impacts of the investment made will not be known for some time (the typical time
frame is around 10-15 years) but the SME Holding Fund has made an important contribution to the
ongoing expansion of the investment market in Scotland which will, in turn, support increased

innovation and growth in Scottish businesses.

Independent evaluation of the SME Holding Fund reported that 170 companies received ERDF
funding over 379 deals. ERDF provided 40% match for deals in this period, contributing to a total
£91.4 million of Scottish Enterprise investment, and an additional £214.4 million private sector

leverage and other public sector investment.

It also concluded that ERDF support had led to companies generating over £90.8 million of
turnover from 2015 to 2020 and supported 855 (net) job-years. By 2028, the direct result of ERDF
input is expected to be between £659.2 million - £727.9 million net Gross Value Added (GVA)
output, 6,840 net jobs and £1,560.1 million in turnover. The £36.6 million investment in companies
from ERDF is forecast to generate 9,430 net jobs and £2,888.8 million in turnover by 2028, as well
as between £836.855 million - £924.025 million net GVA.

By any measure, this is an impressive level of economic impact.
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7.4 Digital Connectivity

The Scottish 4G Infill Programme was manged by Scottish Futures Trust on behalf of SG. The
programme has improved and extended rural mobile voice and data (broadband) coverage by
building new masts in various rural and remote parts of Scotland - benefitting residents and
businesses alike. Mast build and 4G activation is completed and by summer 2023 it had delivered
4G infrastructure and services in 55 mobile “not spots” in rural and island parts of Scotland where

there was no coverage from any operator'2.

Various mobile network operators provide services via the new mast sites including three of the
four major mobile operators - EE (BT Group), O2 (Virgin Media), and Vodafone - there is a ten year

commitment from operators to provide coverage.

These achievements complement the UK Government Department for Digital, Culture, Media and

Sport £1 billion Shared Rural Network which aims to extend UK geographic 4G mobile coverage to

95% by the end of 2025. All Scottish 4G Infill Programme sites are being assessed for future
deployment and alignment with the Shared Rural Network, and the approach taken will help shape
the Shared Rural Network approach.

7.5 Climate Change

The 2014-2020 Programme maintained a strong focus on climate change and delivered impactin a
number of ways. The Resource Efficiency Circular Economy Accelerator Programme delivered by

Zero Waste Scotland established business support services, including the:

e Circular Economy Business Support which provided advice and guidance to businesses
beginning their circular journey.

e Circular Economy Investment Fund which funded innovative SMEs looking to scale their
circular business.

e Circular Economy Development Grant - a smaller grant fund introduced so businesses
could implement small, short timescale projects to get them ready for the Circular

Economy Investment Fund.

12 Scottish Government, Scottish 4G infill programme: progress update, April 2024.



https://srn.org.uk/
https://www.gov.scot/publications/scottish-4g-infill-programme-progress-update/
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The Circular Economy Investment Fund directed significant investments towards pioneering
projects that already had established proof of concept and were seeking to scale up their

commercial operations.

Key successes of the Circular Economy Investment Fund include that the funding:

e invested £12 million in more than 60 innovative circular projects - the most popular
areas for funding included resource recovery, reuse and repair, and remanufacturing.

has so far demonstrated noteworthy carbon reductions, amounting to approximately

65,000tCO2eq, equivalent to taking 38,000 cars off UK roads for one year - as

businesses are at various stages in the cycle, further impacts are anticipated.
has resulted in the reported creation of 70+ jobs to date.
helped businesses to secure £35 million in match funding, showcasing the economic

potential that circular economy presents.

Since 2016, Zero Waste Scotland has provided an expert one-to-one consultancy service to SMEs
and, since 2021, to non-SMEs across Scotland through its Circular Economy Business Support
services. Support provided varied based on business requirements but typically included elements
of market research and feasibility studies as well as more technical elements including product

design, prototyping, and user testing.

The programme with more than 200 companies across Scotland representing key sectors such as
Bioeconomy, Built Environment, Energy, Manufacturing, Retail, and Recycling. Common things put
in place include circular design, resource recovery, product-as-a-service and enabling
technologies. These strategies serve as a starting point for innovation, providing a consistent
framework for businesses to start thinking about how circularity could apply to their business

before investing time and money in adapting their operational and commercial approaches.

Through these activities, ERDF has played a pivotal role in the early stages of development and

transformation of businesses driving Scotland'’s circular economy.

7.6 Employability

Employability support was delivered through ESF funds provided to local authorities and a small
number of national LP - the funding was used to support a wide range of employability services.
Many local authorities had used ESF for many years to support employability related activities. As

such, they were already extensively involved in providing employability services via a range of

employability pipeline services prior to the 2014-2020 Programme.
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While ESF 2014-2020 funding did not support the provision of new services as such it provided
much needed (and valued) additional resources to support existing activity/plans, allowing greater

reach into communities and a larger number of participants to be supported.

Local authorities not involved in the Youth Employment Initiative (which ran from 2015 to 2018)
provided a seamless all age (16 to 64 years), all stage employability pipeline service. Local
authorities in the South West Scotland involved in the Youth Employment Initiative initially routed

young people and adults into the appropriate employability service.

Each local authority also worked with a Local Employability Partnership which aims to bring
together the public, private and third sectors to identify local needs and make informed, evidence-
based decisions to provide local employability provision that meets local need and labour market
demands. Delivery models for employability support varied across LP, but there was a substantial
degree of support contracted out mainly to third sector partners which traditionally have strong

networks and reach in local communities.

This approach was undertaken not least as priority groups for employability support typically
included individuals with multiple barriers to entering and/or progressing into and through the
labour market, including: lone parents: care experienced young people; people with a conviction;
refugees; unemployed with a health or mental health condition that is a barrier to work; ethnic
minorities; people living in the most deprived areas; people with substance use issues; disabled

people; and people that have been unemployed for 12 months or more (long term unemployed).
Key successes include that the funding for employability support:

e helped LP to further embed the employability pipeline approach at a local level.
e enabled LP to achieve far greater reach than would otherwise have been possible.
e Enabled LP to provide a deeper level of support.

e facilitated improved joint working between LP and other agencies.

LP confirmed that some the employability activity continues to be delivered despite European

funding coming to an end. This activity is now typically funded from a variety of sources, including

the UK Government and Scottish Government (for example, Shared Prosperity Fund, No One Left
Behind.
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7.7 Poverty Reduction

Local authorities (and the National Lottery Community Fund) were able to deliver advice and
support services to more individuals and families affected by poverty and social exclusion than
would have been the case without the ESF funding. This support was typically aimed at

disadvantaged target groups, including low income, workless, and lone-parent households.

This support helped to address poverty and inequality in Scotland by enabling LP to provide a
wider range of advice and support services on matters such as money management, debt, welfare
benefits, digital inclusion, and affordable childcare. This was with a view to reducing people living
in poverty - by increasing the income of low income, workless, and lone-parent households, and

improving health and wellbeing.

A key enabler was around the way in which LP worked in partnership with third sector bodies as
part of an integrated approach to improve advice and support services for the target groups - as a
way to reach those most in need and to help more people, including those based in rural areas, to

access advice and support when they need it.

The support provided included help to maximise income, help with benefit applications, the
provision of budgeting advice, and money/debt advice to improve money management skills. As
well as support with job searching, education/training, volunteering within community-based
projects, gaining a qualification, or in employment, including self-employment. It helped to break
down the barriers that can prevent individuals from taking up employment and helped with

benefits and financial situations. It also helped to support positive life choices and social inclusion.

SG Directorates also delivered various operations under the Empowered Community-led Inclusion
Sl which aimed to invest in and strengthen Scotland's social economy, so that the sector could

better support disadvantaged groups to participate in society. This included the:

e Social Economy Growth Fund which aimed to build the capacity of third sector
organisations to tackle disadvantage and poverty and promote social inclusion, and to
develop, enhance, and deliver support programmes to disadvantaged areas and groups'.

e Social Innovation Fund which aimed to stimulate, test, support, and deliver new ideas to
encourage innovative approaches to tackling poverty and inequality, and supported

partnerships between the third sector, academia, public bodies, and SMEs'.

'3 No consultation was undertaken with SG regarding this operation due to staff turnover in recent years.
14 .
Ibid.
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e Aspiring Communities Fund which supported a range of community-led initiatives, via a

challenge fund, to tackle poverty, inequality, and exclusion.

The Aspiring Communities Fund was designed to encourage collaborative bids to come forward
between community organisations/third sector and public bodies, however, these did not
materialise. There was also low take-up in the H&l and some targeted funding rounds and
promotion was undertaken to help address this issue. A larger number of smaller projects were

ultimately funded.

Following five funding rounds around 200 projects were supported to tackle poverty, inequality,
and exclusion in LUPS and H&I Programme areas - within the most deprived and fragile
communities. Some of the awards provided vital financial resources to help the third sector
undertake research, feasibility studies, and to test ideas - with then the option to apply for further

funding to support delivery and/or expansion of activity in local communities.

The projects supported by the Aspiring Communities Fund were designed to help deliver long-

term local solutions that:

e addressed local priorities and needs.
e increased active inclusion.

e built on the assets of local communities to reduce poverty and to enable inclusive growth.

The projects ranged from research to explore the feasibility of developing an employability project
for homeless people to research into ADHD support needs, and from money advice support to
after-school clubs, from local food growing projects to capacity building and training activities, and

from community transport projects to social inclusion projects, among many others.

7.8 Education

Skills Development Scotland was one of two LP for the Developing Scotland’s Workforce SI - the

other LP was the Scottish Funding Council.

With Modern Apprenticeships firmly established in Scotland, the timing of the ESF 2014-2020
funding helped Skills Development Scotland to deliver more Modern Apprenticeships' as well as

accelerate additions to the Apprenticeship Family in Scotland.

5 MAs supported by ESF were tagged from the new starts in financial years 2015-2016, 2016/2017, and
2019/20220 (none tagged for ESF supportin 18/19).



https://www.gov.scot/publications/aspiring-communities-fund-approved-projects/
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Delivery of apprenticeships was scaled up to an increasing volume of people, including young

people and those from under-represented groups - in line with wider Scottish Government policy

ambitions.

Foundation Apprenticeships offer a blend of academic and work-based learning for young people

in Scotland’s secondary schools (53-S6) and were developed in direct response to the increasingly

fast moving, and ever-changing, world of work to provide a work-ready talent pipeline for

employers. The ESF 2014-2020 Programme funding enabled the roll out and further development

and expansion of Foundation Apprenticeships to happen.

Key findings for this time period included within the Foundation Apprenticeship Progress Report
(2021) include that:

there continues to be an increase in the number of Foundation Apprenticeship
opportunities at SCQF Level 6 - 1,244 (2017), 1,535 (2018), and 3,450 (2019) - uptake
continues to be well balanced across male and female pupils, including a growth in the
proportion of females participating. The proportion of level 6 pupils self-identifying as
minority ethnic has also increased year-on-year. The number of young people who
completed their Foundation Apprenticeship was 652 (2017), 854 (2018), and 870 to date
(2019.

there continues to be an increase in the number and variety of Foundation Apprenticeship
frameworks to help widen its appeal, and to cover subject areas where there are current
and projected skills gaps and/or future jobs growth - there are now 12 Foundation
Apprenticeship frameworks at SCQF level 6, including for example, accountancy,
engineering, financial services, IT software development, and social services and
healthcare.

a pilot was also undertaken in 2019 to test demand and the viability of expanding the
Foundation Apprenticeship offer at SCQF Levels 4 and 5 across three subject areas
(automotive, construction, and hospitality) - the pilot improved accessibility for pupils an at
earlier stage in their school career, and 442 pupils undertook a Foundation Apprenticeship

at these levels.

As a result of ESF support:

Foundation Apprenticeships are now available across every local authority area in
Scotland.

strong regional partnerships, engagement and buy-in from schools, local authorities,
colleges, independent learning providers, universities and employers have helped to:

embed Foundation Apprenticeships as an option for pupils within the senior phase

curriculum.



https://www.skillsdevelopmentscotland.co.uk/media/dh1hzikp/foundation-apprenticeships-progress-report-june-2021.pdf
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e the SCQF level 6 qualification’s credibility is recognised by all Further and Higher
Education institutions in Scotland, as part of their entry criteria.

e learners were supported to continue to progress with their qualification during the COVID-
19 pandemic.

o the further development and roll out of the shorter duration delivery model has improved

the flexibility of delivery and increases accessibility to a wider group of school pupils.

Graduate Apprenticeships were launched by Skills Development Scotland in 2017 in response to
critical skills shortages - the funding enabled Skills Development Scotland to further build on and
accelerate early development work and pilot. They provide a blend of academic and work-based
learning - enabling new and existing employees to up-skill or re-skill while in paid employment,

and gain degree level, industry recognised qualifications.

Frameworks at SCQF levels 8 to 11 include for example, Accounting, Business Management, Civil
Engineering Construction and the Built Environment, Cyber Security, Data Science, Early Learning

and Childcare, Engineering: Design and Manufacture, and IT Software Development.

The ESF funding was used by Skills Development Scotland to support the intake of Graduate
Apprenticeship learners in the years 2017, 2018, and 2019. Key findings for this time period

included within the Graduate Apprenticeship Progress Report (2021) demonstrate continued

growth in uptake amongst learners employer and learning institutions.
ESF funding has enabled

e expansion of the Graduate Apprenticeship programme to include key sectoral areas, as
evidenced by occupational demand, and emergent new hybrid roles such as data science.

e Graduate Apprenticeships to provide tangible business benefits, including increased
productivity and innovation, talent development and retention and improved service
delivery.

e enhanced support to employers and learning providers during the pandemic to ensure
existing apprentices were retained and new opportunities continued to be made available.

e Graduate Apprenticeships to become a good route to attracting young talent and

enhancing diversity and developing skills to support succession planning.



https://www.skillsdevelopmentscotland.co.uk/media/nidbyyen/graduate-apprenticeships-progress-report-june-2021.pdf
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8 Benefits, Additionality, and Missed
Opportunities

8.1 Introduction

This chapter sets out the main benefits of ESIF and then considers missed opportunities - drawing
on the feedback captured through our primary research. It also considers the overall additionality

of the ERDF and ESF Programmes based on EKOS data modelling using feedback from LP

interviews.

8.2 Benefits of ESIF

The benefits of ESIF extend beyond the financial. LP and wider stakeholders reported that a range
of development activities have been supported by the ESIF 2014-2020 Programme - and that many

individuals, businesses, communities, and projects have benefitted from the various interventions.

Multi-annual nature of the funding

LP reported that the multi-annual nature of ESIF over a sustained period provides a longer-term
investment programme than is available from some other (current) public sector budgets and

funding programmes, and that this approach helps to:

e provide certainty and continuity of funding to deliver organisations.
e support longer-term planning and interventions.

e create a long-lasting legacy.

Match-funding secured

ESIF achieved significant impact in terms of funding secured as match for the ESIF funding - a total
of €687 million of match-funding was achieved overall - this represents 91% of match-funding

forecast at the outset (Chapter 5.7 for more detail).

Albeit it was also reported by some LP and DA that a lack of match-funding available did hinder or

constrain delivery, and that Programme requirements were disadvantageous to smaller local

authorities and the third sector.
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Enhanced, scaled up and new provision

LP and DA reported that the funding provided through the ESIF 2014-2020 Programme:

e added value to their existing provision by helping LP and DA to enhance and scale up
activity - the funding enabled LP and DA to provide a wider offer and support more
beneficiaries than would otherwise have been the case (for example, additional student
places), and in some cases introduced, scaled up and embedded new activity.

e enabled the design and delivery of new services and infrastructure.

e helped LP and DA to plug identified gaps in existing provision.

Connections and partnerships

LP reported that ESIF had facilitated the development of new or stronger connections and
partnerships between their organisations and other DA, including the third sector. As an example,
some LP that used challenge funds reported that this approach to the allocation of funds helped to
facilitate innovation and partnership working - thereby improving the delivery and joining up

service provision.

8.3 Additionality

LP and DA reported that the funding allowed the expansion of activity not otherwise possible - it
largely supported scale additionality in that the funding enabled LP and DA to carry out project
activity that was of an increased scale to what it would have been without support. For more detail

on the level (and type) of additionality reported by DA and SMEs see Appendices D and E.

Feedback from our DA and SME surveys found that:

almost three-quarters (73%) of DA reported that 25% or less of the activities would
have been progressed by their organisation in the absence of the ESF/ERDF
funding. Where support was reported to be additional, 82% of DA said that their

organisation had delivered more activities as a result of the ERDF and ESF funding,

50% said that their organisation had delivered activities to a higher quality, and 24%
said that the funding had enabled activities to be delivered earlier than would
otherwise have been the case.

over half of SMEs (59%) felt that 25% of less of the reported impacts would have
been achieved in the absence of the ERDF support - timing additionality was most

commonly reported by SMEs.
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Reported additionality

The evaluation gathered feedback and input from 38 LP involved in a wide range of Sl across all
themes of the Programme. Each LP was asked to provide an estimate of the additionality of the
ESIF activities - in other words to consider what would have been delivered without ESIF support.

This then allowed a calculation of the additionality of these SI.

The 38 responses ranged from 40% to 100% additionality (where 100% additionality indicates that
none of the activity would have been delivered without ESIF). The average additionality reported

was 67%, which is a high level of overall additionality for the Programme. In other words, the ESIF
Programme has enabled up to two-thirds more activity across the Programme themes than would

have happened without the Programme.

We have then applied the additionality factors reported by the LP to some of the results data held

on EUMIS, and have focussed on two main areas:

o ERDF Business Competitiveness: comprising support to SMEs delivered by local authorities
via the Business Gateway and by the enterprise agencies (this excludes the SME Holding

Fund).

o ESF Employability Pipeline work delivered by local authorities.
We have also focussed this analysis on two main measures:

e employment created in supported SMEs (in smart specialisations sectors).
e individuals progressing to positive destinations (including education, training. and

employment/ self-employment).

The sample for ERDF Business Competitiveness comprises seven LPs accounting for 68% of the
total grant expenditure in this area (excluding the SME Holding Fund). For ESF Employability
Pipeline support the sample includes 17 LP accounting for 62% of overall Programme expenditure
in this area. This allows us to gross up the results for the sample to the total activity in each of these

two areas.

It should be noted that this analysis focusses only on two key results measures, and the Programme
has reported against a wider set of output and result measures. It is also the case that as this
analysis is using the Programme monitoring data as reported on EUMIS, it is subject to the same
caveats as the performance analysis insofar as the reported outputs and results are likely a

significant underestimation of the Programme’s reach and achievements.

The results are summarised in Table 8.1, over.
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Table 8.1: Additionality Analysis

ERDF Business £29.5m 715 jobs £41,285 per net job
Competitiveness

(sample)

ERDF Business £43.4m 1,051 jobs £41,285 per net job
Competitiveness

(Total)

ESF Employability £56.7m 11,120 individuals in £5,103 per net result
(sample) positive destinations

ESF Employability £91.7m 17,935 individuals in £5,103 per net result
(Total) positive destinations

Source: LP feedback and EUMIS

What the above analysis suggest is that the Business Competitiveness Sl (excluding the SME
Holding Fund) have created over 1,050 new jobs that would not otherwise have been created. The
cost per net job here is high, but as noted earlier we believe that the EUMIS data underestimates

the genuine impacts of the Programme.

In terms of the employability SI, the Programme has supported almost 18,000 individuals to
progress into positive destinations over and above that which would have been achieved without

ESIF.

We would note that this analysis should be treated with some caution and have included this here

for illustrative purposes only.

8.4 Missed opportunities

Simplified and proportionate processes

The widespread consensus among LP and DA was that there had been a missed opportunity by

the MA to:

e simplify application and claims processes.
e putin place levels of audit and compliance proportionate to the scale of the project/
intervention or size of the delivery organisation.

e place greater focus or emphasis on project outcomes, rather than on audit compliance.

It was suggested that such an approach could have reduced the administrative cost, complexity,
and levels of bureaucracy involved in the ESIF 2014-2020 Programme for all involved - while still

maintaining appropriate levels of governance and accountability. LP were also very slow to submit

claims which did not help the situation.
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It was reported that a simplified administrative regime could have helped programmes of activity
focus more on the achievement of outcomes and delivering impact - rather than an over focus on
delivering activity compliantly which can run the risk of not placing an equal focus on delivering the

strategic objectives of the programme as well as take resources away from frontline delivery.

The MA did subsequently implement and utilise a streamlined claims verification process for those
claims that had converted to unit costs - here, the audit burden was not as onerous as those claims

not converting to unit costs.

Approaches to mitigate decommitment to maximise spend and
impact

Both the rate and extent to which Programme funds in Scotland continued to be decommitted by
the EC over the programming period, the issues which resulted in the ERDF Programme and ESF
Programme suspensions, and the extensive budget reprofiling were generally said by LP to reflect

poorly on the governance and management of the ESIF 2014-2020 Programme.

As outlined earlier, some issues were undoubtedly a result of the exacting requirements set by the
EC, but others were considered to be more attributable to SG's interpretation of the CPR, the audit

practices of the AA, and programme oversight.

A missed opportunity includes that the MA could have had arrangements in place at the outset to
incentivise/mandate LP to submit regular claims to have avoided the significant N+3
decommitments. SG could also have adopted a more flexible and proportionate audit and
compliance regime as well as ensuring performance information was as up to date as possible -

this would have helped rather than constrain delivery and performance.

A common message that emerged from the interviews was that Programme funding commitment
did not translate into equivalent spend, and that significant funding had been lost across both
ERDF and ESF Programmes as a result. Funding lost to Scotland was said to represent a missed
opportunity to provide much greater levels of support to fragile and disadvantaged economies
and to individuals who require intensive advice and support to lift them out of deprivation and into
the labour market. Related points raised include that there had likely been an underestimation of
the amount of work and skills required to administer and manage the structural funds, and that

there could also have been greater flexibility within the various SI.

Further, stakeholders felt that the late start to the ESIF 2014-2020 Programme, protracted
application and claims processes, a lack of guidance at the outset (and changing guidance), and a

delayed, complex, and unwieldy IT system were also important considerations when examining

Programme commitment, spend, and decommitment.
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Some LP also felt that staffing issues within the MA (for example, capacity issues at the outset, staff
turnover, and varying levels of prior knowledge and experience of European funding) contributed

towards some of the issues encountered.

Partnership approach

LP felt that the centralised approach to Programme delivery and management resulted in a missed
opportunity to further build on a partnership model that was considered to have worked well in

previous programme periods. This is further reflected in feedback including:

e the extent to which it was felt the MA took cognisance of stakeholder views on the final
shape and content of ESIF Programmes, governance, and delivery arrangements.

e aperceived insufficient flexibility of the ERDF and ESF programmes to address the
challenges, needs and priorities of local areas and the Transition Region in particular - and
a view that some S| had either limited or no impact or relevance in the H&l.

e support for a more flexible approach that allowed local areas to set priorities based on
analysis of local needs and community/stakeholder engagement, within broad national

programme or strategic framework parameters.

Approaches to have avoided issues in the Transition Region

The report has touched on issues and challenges experienced in the Transition Region, in partas a
result of Programme design and delivery, and which also contributed towards some of the funding

decommitment. Points raised by LP include that:

e regional and sub-regional needs and priorities were not always reflected in the SI - while Sl
aligned with EU and national priorities, it was reported that some may have aligned less
well with needs, challenges, and opportunities at a regional and sub-regional level.

e the original intervention rate for the Transition Region created match-funding challenges
which reduced delivery or delayed momentum in delivery in the H&I - and there was also a
lower uptake of challenge funds than anticipated in this region.

e the thresholds applied, minimum project costs, and definitions were also barriers to
accessing funding from national ERDF challenge funds from those based in remote, rural
and island communities.

e there was lower demand for support in some Transition Region areas.

As such, some LP considered there to have been missed opportunities for the MA to have:

e reduced or removed match-funding requirement.
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e developed a more tailored package of support for the Transition Region - one that better
suited the economic circumstances of the region, involved relevant stakeholders at the
outset, and allowed for a broader and less prescriptive range of activities.

e been greater flexibility to tailor funding priorities to changing economic circumstances.

Extent to which approach limited innovation

There was some feedback from LP and wider stakeholders that some projects arguably lacked

ambition, experimentation, and innovation. Match-funding was, however, an issue here.

As noted elsewhere in the report, some of the activity funded could be regarded as a natural
extension to, or a scaling up of, existing provision. For example, additional student places, Business

Gateway support.

Changes to the cost model approach resulted in Scottish Enterprise omitting planned areas of
activity (and therefore impact) from its innovation-related activity, such as R&D grant support.
Scottish Enterprise considered that the costs of delivery would have created too great an

administrative burden for the agency and for the SMEs supported.

Alignment with other funding arrangements

LP considered it important that investment is managed in alignment with other funding
arrangements, to reduce fragmentation and overlap. Employability support is a good example -
there was considered to be a cross over in terms of the support available (for example, targeting

the same types of individuals), and that a clearer delineation of programme support would have

been helpful.
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9 Lessons Learned

9.1 Introduction

This chapter presents lessons learned from the design, management, and delivery of the ESIF
2014-2020 Programme. It is based on lessons identified in related Programme evaluation reports

as well as from the stakeholder consultations undertaken as part of this evaluation.
The main lessons learned span several different aspects of the Programme, including:

e design, management and delivery.
e compliance and audit.

e communication, collaboration, and sharing experience.

9.2 Design, management and delivery

The main lessons learned from a management and delivery perspective are as follows:

e apan-Scotland Programme approach can constrain the extent to which there is sufficient
flexibility for regional variances in project design and delivery - local needs and priorities
were not always reflected in the SI.

e multi-annual financial allocations are valued and can provide greater stability for staffing
and for project delivery.

e itisimportantto allocate sufficient resources and expertise to the Programme set up
stages. With the current programme, the MA was still tied up with the closure of the
previous programme and the resource available for set up of the new programme were not
sufficient.

e programme design and development processes can benefit from a meaningful co-design
approach which facilitates appropriate and consistent input from key partners and
stakeholders - this can help to: ensure that programme design reflects regional
knowledge; secure buy-in; and ensure that expectations can be delivered on.

e the partnership delivery model of LP and DA worked to a limited degree - the bureaucracy
of the process detracted from the positives of the ESIF 2014-2020 Programme.

e the T system, application, evidencing requirement and claims processes were overly

complex - all parties require an appropriate staffing complement and access to training.
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simplified processes and procedures can also help to ensure funding is accessible and
attractive, including but not limited to the third sector (for example, more streamlined,

reduced bureaucracy, complexity and red tape, match-funding considerations).

timely and appropriately scoped periodic reviews can help to reaffirm or reshape future

delivery, identify underspends for reallocation, adjust targets, and respond to changes in

policy or the economic conditions.

e aninherentfocus on financial inputs and outputs (that is, things that are easier to measure)
can risk overlooking what has been achieved - an outcomes-based approach is equally
important to evidence the difference interventions are making to funders and the general
public, as well as the steps along the way.

e ensuring adequate resources for management and compliance functions both with the MA

and LPs.

striking an appropriate balance between the need for accountability and effective
reporting on one hand and flexibility and efficiency on the other - ESIF were largely bound
by EU rules, and the potential to reduce bureaucracy was limited, but domestic funding

programmes can adopt a less onerous and more flexible management and control model.

9.3 Compliance and audit

The main lessons learned from a compliance and audit perspective are as follows:

e incentivising or mandating LPs to submit regular claims could have avoided significant N+3

funding decommitments.

the development and communication of clear and comprehensive guidance before the
launch of a programming period is vitally important to ensure a shared understanding of

expectations and requirements.

the provision of guidance works best when it provides a broad framework and parameters
for partners to work within and to decide the best way implement it (local autonomy) - and

when guidance does not set out rules which can be subject to change.

if there are to be subsequent changes to guidance then this should only apply going
forward to avoid the need for retrospective application and data collection - and the basis

for any audit/rule changes should also be communicated and made clear to all parties.

developing a clear and shared understanding of compliance and audit processes,
requirements, and expectations between all key parties from the beginning is essential -
and should be sufficiently resourced.

e misinterpretation of the ESIF EU guidelines can lead to significant amendments to the

claiming methodology - the cost methodology to evidence expenditure should be

straightforward and utilised from the start.
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the audit and compliance requirements were excessive and subject to frequent revisions -
and in part this was due to the requirement to evidence at a very detailed level the input

(spend) and achievements of the Programme.

setting out a regular claims structure can help to avoid the submission of large claims
which can then create an unnecessary backlog and delay in checking and verification
processes - as well as providing more effective oversight of a programme’s financial
position.

e amore proportionate and flexible audit and compliance regime could have aligned with

existing LP processes (that is, more devolution of audit and compliance).

having more audit experience in the MA could improve understanding of compliance
issues -while maintaining an appropriate level of separation between the MA and AA.
e making use of information from previous audits can help to inform and share any new audit

guidance.

9.4 Communication, collaboration and sharing
experience

The main lessons learned from a communication and collaborations perspective are as follows:

e multi-partner projects or programmes can benefit from setting out key principles of
partnership working to help secure buy-in from an early stage and to create an equal
partnership - for example, principles such as openness, trust and honesty, agreed shared
goals and values and regular communication and dialogue between partners are essential.

e effective and strong lines of communications, coordination and collaborative working
between all interested parties is key to delivering on a programme's shared vision, aims
and objectives.

e agile and dynamic management relationships help to ensure there is flexibility and capacity
for partners to respond to changing circumstances, to minimise risk, and to take advantage
of new or emerging opportunities.

e embracing a culture of continuous learning should be built into programmes from the
outset - this includes providing a variety of knowledge transfer opportunities for partners to

come together to share and pool experiences and insights from project design and

delivery and to apply lessons learned.
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10 Concluding Remarks

10.1 Introduction

This is the final evaluation of the ESIF 2014-2020 Programme and as such it sought to address two

main questions, namely to:

e assess the extent to which the 2014-2020 ESIF Programme has met its financial and
operational goals and targets as detailed at the outset of the programme.

e capture lessons from the 2014-2020 Programme - what has worked well in terms of ERDF
and ESF funded activities and what elements have been unsuccessful and impaired

delivery.

10.2 Overall Performance

The available data and evidence indicate that the 2014-2020 ESIF Programme has fallen short of its
original financial and operational goals and targets. While there can be no doubt that individuals,
businesses, and communities across Scotland have benefitted from the 2014-2020 Programme in
ways that would not otherwise have been possible, the Programme has nonetheless failed to meet
its targets. The result is that more could have been achieved with what is now the final round of EU

funding for Scotland.

As outlined in the evaluation report there are numerous reasons for why this was the case. These
include a range of internal factors (for example, the processes, procedures, and systems that have
supported delivery) along with unforeseen external factors including Brexit and the COVID-19
pandemic. Taken together, these factors have constrained and hindered performance across the

Programme.

At root, the problems were there from the beginning and stem from an initial failure to allocate
sufficient resources to Programme set up and to establish properly collaborative ways of working
across Programme management and delivery structures. To a large extent, the Programme never

fully recovered from these early issues.

However, it is important to recognise the value that the Programme has created across Scotland.
From support for business innovation and growth through to addressing deep rooted deprivation
and poverty and advancing the low carbon agenda, the Programme has made a very significant
contribution to Scotland. It has done so through very difficult times post Brexit and during the

pandemic and all against the backdrop of real challenges for public sector finance.
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Issues with compliance and reporting have also meant that the data on which performance is

judged almost certainly underestimates the true impact of the activities that have been supported.

10.3 Lessons Learned

The preceding chapter provides detail on the key lessons to be learned from the 2014-2020 ESIF

Programme, but these essentially boil down to a few key principles, namely:

e ensure that sufficient resources and expertise are available to manage the initial
Programme set up stage, including the expertise that exists across the LP network.

e establish the principles and processes that will enable collaboration across the Programme
management and delivery structures such that the need for appropriate accountability is
balanced with the shared ambition of maximising the benefits of the Programme for
Scotland.

e asfaras possible, work to simplify processes and evidence requirements within a clear
Programme framework (recognising that EU funding does come with some complexity).

e make allowance for regular and meaningful review of progress and performance to enable
such mitigating actions as required to maximise the use of funding and to maximise
performance in future.

e the importance of flexibility to make changes to programme where it is possible to do so to
improve performance and ensure the programme is able to meet its goals.

e acceptthe need for some flexibility to respond to unforeseen circumstances.

e ensure that systems and processes are fit for purpose and efficient.

Post Brexit, there will be no more EU funding in Scotland, but these are lessons that can equally

apply to domestic funding programmes.
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Appendix A: Stakeholders Consulted

Lead Partners

Aberdeenshire Council

North Lanarkshire Council

Aberdeen City Council

Orkney Islands Council

Argyll and Bute Council

Perth and Kinross Council

City of Edinburgh Council

Renfrewshire Council

Clackmannanshire Council

Scottish Enterprise

Dumfries and Galloway Council

Scottish Funding Council

Dundee City Council

Scottish Government

East Ayrshire Council

Shetlands Islands Council

East Lothian Council

Skills Development Scotland

East Renfrewshire Council

South Ayrshire Council

Fife Council

South Lanarkshire Council

Glasgow City Council

Stirling Council

Highlands and Islands Enterprise

Transport Scotland

Moray Council

West Dunbartonshire Council

NatureScot

West Lothian Council

North Ayrshire Council

Zero Waste Scotland
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Appendix B: Programme Design and
Delivery

Role of the EU

The EU sets the ESIF high-level objectives and the framework of rules, as well as the formula for
allocating funding to countries and regions in the EU. ESIF are central to the EU's Cohesion policy,
which aims to strengthen economic and social cohesion by reducing disparities in the level of

development between counties and regions in the EU.

The ESIF 2014-2020 operated under a strategic framework aligned to the EU 2020 Strategy which

identified three thematic priorities or objectives:

e Smart growth - developing an economy based on knowledge and innovation.

e Sustainable growth - promoting a more resource efficient, greener, and more competitive
economy.

e Inclusive growth - fostering a high-employment economy delivering social and territorial

cohesion.

Scotland focussed its ESIF on achieving structural reforms to facilitate sustainable economic
growth. The intention was to focus efforts on investments which would not otherwise take place, or
not to the same scale and timeframes, without ESIF. This was to ensure greater alignment between
all EU Funds in Scotland, and in line with shifts in domestic policy around supporting growth and
jobs. To deliver against the ambition for smart, sustainable, and inclusive growth and to achieve
economic and social cohesion in Scotland, ESIF were designed to address the three EU thematic

priorities as follows:

e Smart Growth objectives comprised three elements: a high-quality research base
increasingly being applied, commercialised, and internationalised by business; a broader
range of businesses using that as a platform for growth and employment; and the right
skills mix being available to support the transition to a knowledge-intensive economy. The

overall aim was for more businesses to realise the benefits of investing in their intellectual

property and the people who create it.



https://ec.europa.eu/eu2020/pdf/COMPLET%20EN%20BARROSO%20%20%20007%20-%20Europe%202020%20-%20EN%20version.pdf
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e Sustainable Growth targeted two complementary areas: lowering the emissions and
carbon impacts (outputs) of a range of activities, particularly taking advantage of Scotland's
existing strengths in the energy sector; and lowering the level of resources (inputs)
required to produce goods and services, thus lowering the impact on the environment.
Further, there was an environmental protection and improvement component for urban
areas to complement the European Agricultural Fund for Rural Development (EAFRD)
Operational Programme focus on the rural environment.

e Inclusive Growth agenda comprised three thematic objectives linked to ESF: promoting
labour mobility; social inclusion and combating poverty; and investing in skills and lifelong
learning. These thematic objectives were interdependent and enablers for many of the

ERDF thematic objectives outlined above.

The EU also sets the rules that govern the ESIF funds, more commonly known as the Common

Provisions Regulation (CPR).

Role of Scottish Government

Overview

The UK Government and EC Partnership Agreement, which sets out how ESIF funds would be
spent and the types of activity that could be funded, identifies SG as the MA for the funds in

Scotland.

Like the 2017-2013 programme, SG continued to fulfil several roles in the ESIF 2014-2020

programme, including:

e MA -responsible for the management and implementation of Operational Programmes,
including ERDF and ESF. Staff team involvement includes: Sustainable, Smart, and Inclusive
Growth Performance and Compliance Teams; Governance and Policy Team; Procurement
Team; Regulation Support Team; and a Programme Performance Team. The main
functions are: management of the Operational Programmes; selection, appraisal, and
approval of operations in line with the Operational Programmes and rules and regulations;
and financial management and control of the operations.

e CA -responsible for submitting certified statements of expenditure and applications for
payment to the European Commission (EC).

o AA - aseparate independent audit function responsible for audit of the management and

control systems.

SG Directorates were one of a number of LP responsible for supporting the delivery of ERDF and

ESF programme activities.



https://www.gov.scot/binaries/content/documents/govscot/publications/advice-and-guidance/2016/11/esif-operational-programmes-2014-2020/documents/european-regional-development-fund-operational-programmes-2014-2020/european-regional-development-fund-operational-programmes-2014-2020/govscot%3Adocument/European%2BRegional%2BDevelopment%2BFund%2B2014-20%2B-%2BOperational%2BProgrammes%2B-%2BFebruary%2B2024.pdf
https://www.gov.scot/binaries/content/documents/govscot/publications/advice-and-guidance/2016/11/esif-operational-programmes-2014-2020/documents/european-social-fund-operational-programmes-2014-2020/european-social-fund-operational-programmes-2014-2020/govscot%3Adocument/European%2BSocial%2BFund%2B2014-20%2B-%2BOperational%2BProgrammes%2B-%2BFebruary%2B2024.pdf
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The Operational Programmes for ESF and ERDF were approved by the EC in December 2014. The
Scottish National Rules, verification, monitoring, and audit procedures were published in 2016 and
the EUMIS IT system to manage the claims became fully functional in the summer of 2017 when the

web interface to upload data was finalised.

Programme governance

Figure B.1 illustrates the governance arrangements for the ESIF 2014-2020 programme.
Figure B.1: Governance structure for ESIF 2014-2020 programme

Joint Programme
Board

Programe
Monitoring
Committee

H&I Group YEl Group

Operational
Groups

Managi ertifying Audit Authority
Authori ie i s (SG Internal Audit
Division)

art,

sive)

Joint Programme Board

The remit of the Joint Programme Board is to oversee the relevant programme elements to
provide overall assurance to DG Economy, the Executive Team and SG Audit and Assurance

Committee on the:

e closure of the 2007-2013 programmes and the resources and behaviours necessary to
ensure compliance with EC Regulations and Guidance on closure actions.

e implementing the 2014-2020 programmes and the resources, training and behaviours
necessary to successfully address the lessons learned from previous programme period.

e gateway reviews of the programmes and actions plans developed.

e programme priorities as they may be influenced by Brexit.
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Membership includes: Non-Executive Director of SG (Chair), DG Economy, Director Economic
Development, Director Financial Management, Director Internal Audit/Head of the AA, Head of

MA, and Head of Project Management Office.
The JPB met monthly until end-March 2017 and thereafter quarterly or as required.

Programme Monitoring Committee

The PMC oversees implementation of the ESF and ERDF Programmes. At the start of the
programming period, the PMC was also tasked with oversight of other European funding
programmes - EAFRD (agriculture) and Scottish elements of the European Maritime and Fisheries
Fund (EMFF). Given the complexity of the various funding programmes, a need to increase focus
on performance, and to increase levels of attendance and engagement, it was decided during
2018 that the agriculture and fisheries elements would be separated out into a different

governance structure.

Membership of the PMC included representatives from local authorities, enterprise and skills
agencies, and the voluntary and community sectors engaged with the ESF and ERDF programmes,
the MA and the EC. It met on a bi-annual basis and considered the delivery of the ESF and ERDF
programmes through updates from the MA, including the AIR and progress against the
performance framework targets, and any proposed changes to the programmes. The PMC is
supported by Operational and Territorial Committees including the Highlands and Islands
Territorial Committee (HITC) and, until March 2019, the Youth Employment Initiative Territorial

Committee (YEITC). These committees met on a bi-annual basis prior to the PMC meetings.

Latterly, the PMC has focused strongly on financial performance, including dealing with N+3 and
audit/compliance issues and the delays in claims. The N+3 rule requires programme funds to be
returned to the EC if they are not spent within three years following their planned annual allocation.
This subsequently left less room for more strategic discussions that were taking place in the earlier

stages of the programming period.

Partnership meetings and other fora

The MA organises bi-annual Lead Partner events to update on the programmes’ progress and to
discuss thematic areas of shared interest. These events offer opportunities to showcase S,

operations, celebrate successes, and deal with any shared programme management issues.

LP have various other fora for exchange of experience. There remain European programme

partnership structures, such as Highlands and Islands European Partnership and West of Scotland

European Partnership, where programme progress is discussed.
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European funding is also an important topic of discussion within the Scottish Local Authorities
Economic Development (SLAED) group, with regular group meetings focusing on strands of
delivery (for example, there is a European Funding thematic group with specific focus on the
2014/20 ESF and ERDF Programmes). The Cities Alliance also focuses strongly on influencing
regional policy and a key strand of activity is currently the Scotland’s 8th City - The Smart City,
funded by ERDF.

Programme closure

At the time of reporting, the ESIF 2014-2020 programme is firmly in the closure phase. The main

programme closure milestones are as follows:

e the end date for delivery of operations was 30 September 2023.

e thefinancial end date was 31 December 2023.

o the latest date for final claim submissions by LP was 31 January 2024.

e final submission of performance data on EUMIS was 31 March 2024.

o the deadline for the MA to sign off payments was 20 June 2024 to then pass to SG Finance
to be issued by 28 June.

e final Article 127 Visits by 31 December 2024.

e STEP proposal - the use of the STEP amendment enabled the MA to treat the July

declaration to the EC as ‘interim’ and will allow the submission of a final declaration on or

before 31 October 2024 - thereby allowing the MA to maximise the absorption of structural
funds in the 2014-2020 Programmes.
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Appendix C: Additional Performance Data Tables

The following Appendix sets out the performance of the ESIF programme, broken down to priority axis level (as per reporting in the annual
implementation reports). The tables layout the original target that was set at the original programme stage (if available/applicable) as well as the most
recently reprofiled target. Performance to date i.e., ‘Total reported’ column (as of 30" June 2024) is scored against these two targets using a RAG (Red,
Amber, Green) rating: Red for those performing under 65% of the target (it was set out that any operations performing below 65% of their re-profiled

target could be subject to financial penalties), amber for those 65-99%, and green for those 100% or above target.

Table C.1: Targets and Outputs - 1b: Promoting Business investment in innovation and research
% %
Achieved | Achieved
Vs Vs
Original Reprofiled
Target Target

Original Reprofiled Total

Target Target Reported

Highlands and Islands
(H&l)1b-No of ent coop with research institutions 400 41 6
(H&l)1b-No of ent support to intro new market pro 50 110 45
(H&I)1b-No of ent supported to intro firm product 250 192 82
(H&I-ERDF)1b-Areas of Innovation Services Created 1,542 1,161 0
Output (H&I-ERDF)1b-Data sets opened for innovation 19 46 27
(H&I-ERDF)1b-Innovative Services in Cities Developed 3 10 4
(H&I-ER.DF-NonOP)1 b-Employment increase in supported 50 30
enterprises
(H&I-ERDF-NonOP)1b-Launch of SPRITE Programme 1 1
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% %
Achieved | Achieved
Vs Vs
Original Reprofiled
Target Target

Original Reprofiled Total

Target Target Target Reported

(H&I-ERDF-NonOP)1b-Number of enterprises supported through
cluster building activity, events, one to one support to identify 136 184 135%
innovation and market opportunities

(H&I-ERDF-NonOP)1b-Private invest matching public support to

. 800,000 1,826,250 228%
enterprises, non-grants

(H&I-Non OP)1b-No ent receive fin sup non-grant 20 0

(H&I-Non OP)1b-No of ent receive non-fin support 2 0

CV1 - (H&I-ERDF)1 b—YaIue of personal protective equipment 2740964 2342705 2342705 85% 100%
purchased (total public cost)

CVé6 -(H&I—ERDFHb—Personal protective ngpment(PPE) 5,448,150 5,448,150 5,448,150 100% 100%
(Including disposable masks, eye protection, coveralls, etc.)

(H&l Non-Op) 1b-No. of Scottish health boards supported by 4 4 100%
ERDF Investment Funds °

(H&l) 1b-Additional leverage of BERD 20,231,861 133,053
Result (H&l) 1b-No of innovative active enterprises 240 28

(H&I-Non OP) 1b-Employment in smart specialisation 5 0

(H&I-Non OP) 1b-No of SMEs exporting 6 0

Lowlands and Uplands
LUPS)1b-No of ent coop with research institutions 800 385 115
LUPS)1b-No of ent support to intro new market pro 175 165 197
LUPS)1b-No of ent supported to intro firm product 800 852 418
LUPS-ERDF)1b-Data sets opened for innovation 135 378 283

(
(
Output (
(
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% %
Original Reprofiled Total AEIETEC! ) | AEIEEe
Target Target Target Reported Ve Ve
9 9 P Original Reprofiled
Target Target

(LUPS-ERDF)1b-Innovative Services in Cities Developed 17 114 79 465% 69%

(LUPS-ERDF-NonOP)1b-Employment increase in supported 532 463 87%

enterprises

(LUPS-ERDF-NonOP)1b-Launch of SPRITE Programme 1 1 100%

(LUPS-ERDF-NonOP)1b-Number of enterprises supported

through cluster building activity, events, one to one support to 1,571 1,526 97%

identify innovation and market opportunities

(LUPS-ERDF-NonOP)1 b-Private invest matching public support to 8,000,000 47500117 5949

enterprises, non-grants

(LUPS-Non OP)1b-No ent receive fin sup non-grant 86 0

(LUPS-Non OP)1b-No of ent receive non-fin support 7 0

CV1 - (LUPS-ERDF)1 bTVaIue of personal protective equipment 34.933.673 34,933,673 100%

purchased (total public cost)

CVé6 - (I._UPSTERDF)’I b-Personal protectivg equipment (PPE) 81.241.100 81.241,100 100%

(Including disposable masks, eye protection, coveralls, etc.)

(LUPS Non-Op) 1b-No. of Scottish health boards supported by o

ERDF Investment Funds 10 10 10

(LUPS) 1b-Additional leverage of BERD 99,056,843 112,169,330 113%
Result (LUPS) 1b-No of innovative active enterprises 1,322 1,424 108%

(LUPS-Non OP) 1b-Employment in smart specialisation 36 0

(LUPS-Non OP) 1b-No of SMEs exporting 49 28

Source: EUMIS (2024)
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Table C.2: Targets and Outputs - 2a - Extending broadband deployment and roll out of high speed networks

Target % Achieved vs
Reprofiled

Target

% Achieved vs
Original Target

Reprofiled

Original Target Total Reported

Target

(H&I-ERDF) 2a-Additional businesses with
broadband access of at least 30 Mbps

(H&I-ERDF) 2a-Additional households with
broadband access of at least 30 Mbps

(H&I-ERDF-NonOP) 2a-ICT infrastructure
contract let and implementation 3 1 1
commenced

Result (H&l) 2a-No of high speed broadband
residential and business subscriptions in 89,087 0 0
H&l

11,833 1,340 0

Table C.3: Targets and Outputs - 3d Supporting the capacity of SMEs to engage in growth

% Achieved vs
Reprofiled
Target

% Achieved vs
Original Target

Reprofiled

Original Target Total Reported

Target

Highlands and Islands
(H&I)1b-No of ent coop with research 6 0
institutions
(H&I)3d-No of ent receive fin support, 15 4 30 200% 750%
non-grants
Output (H&I)3d-No of ent receive non-fin 2,350 1,156 622
support
(H&I)3d-No of ent receiving grants 250 372 380 152% 102%
(H&I)3d-No of ent receiving support 2,600 1,371 886 65%




Reprofiled % Achieved vs

Target Original Target Tarse: Total Reported G I ——

(H&I)3d-No of new enterprises 250 29 5
supported
(H&I-ERDF)3d-Employment increase in 400 163 158 97%
supported ent
(H&I-ERDF)3d-Employment increase in

: 819 83
supported enterprises
(H&I-ERDF)3d-Private investment 3,600,000 2,250,000 8,540,214 237% 380%
match public support, non-grants
(H&I-Non OP)3d-No ent sup intro new 15 0
to market pro
(GH&I-Non OP)3d-No.of ents Recovery 10 10 100%

rants
(H&I-Non OP)3d-No.of ents Recovery 3 1
Specialist Adv
(H&I).3(?I-Emp|oyment in Smart 816 67
Specialisation Sectors
(H&I) 3d-No of SMEs exporting 152 31
(H&I-Non OP) 3d-Additional leverage
of BERD 5,000,000 0
Result (H&I-Non OP) 3d-No of innovative
active enterprises
15 0




Original Target

Reprofiled
Target

Total Reported

% Achieved vs
Original Target

7, ekos

% Achieved vs

Reprofiled
Target

Lowlands and Uplands
Output (LUPS)3d-No of ent receive fin support, 500 366 211 42%
non-grants
(LUPS)3d-No of ent receive non-fin 9,000 7,523 6,934 77% 92%
support
(LUPS)3d-No of ent receiving grants 3,000 2,458 2,211 74% 90%
(LUPS)3d-No of ent receiving support 9,000 9,565 8,681 96% 921%
(LUPS)3d-No of new enterprises 200 1,846 1682 240% 91%
supported
(LUPS—ERDF)Bd—Emponment increase 9,000 5,293 5,084 42% 96%
in supported ent
(LUPS—ERDF)Bd—EmpI.oyment increase 2435 1468
in supported enterprises
(LUPS-ERDF)3d-Private investment 120,000,000 | 108,000,000 | 150,108,499 125% 139%
match public support, non-grants
(LUPS-Non OP)3d-No ent sup intro
138 21
new to market pro
(LUPS) 3d-Employment in Smart 3094 1986
Specialisation Sectors ! '
(LUPS) 3d-No of SMEs exporting 1,355 938
Result B 3 it
E)LfUBPESRgon OP) 3d-Additional leverage 25,000,000 0
(LU.PS-Non OI?) 3d-No of innovative 138 48
active enterprises




Table C.4: Targets and Outputs - 4e Promoting low-carbon strategies

% Achieved vs

travel

7 ekos

% Achieved vs
Reprofiled

Original Target Repieilize Total Reported | Original Target
Highlands and Islands
(H&ITERDF)4e—CycIe networks or 20 20 45
walking paths constructed
(H&I-ERDF)4e-Low carbon travel and
Output transport hubs supported > / 8
(H&I-ERDF-NonOP)4e-Hubs with 5 5 8
contracts let or construction started
Lowlands and Uplands
Output (LUPS-ERDF)4e-Cycle networks or
; 80 44 0
walking paths constructed
(LUPS-ERDF)4e-Low carbon travel and 15 o5 0
transport hubs supported
(LUPS-ERDF)de-No of ULEV 100 45,535 63,515
registrations in Scotland
(LUPS-ERDF)4e-Smart Ticketing 1 1 1
schemes created
(LUPS-ERDF-NonOP)4e-Hubs with 15 4 25
contracts let or construction started
(LUPS) 4e-Journeys undertakenusing | 554 800000 | 300,000,000 | 519,000,000
smart ticketing
Result (LUPS) 4e-Proportion of journeys to
work undertaken by public or active 32.2 24 27
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Table C.5: Targets and Outputs - 4f Promoting research in, innovation in and adoption of low-carbon technologies

% Achieved vs
Reprofiled
Target

Reprofiled % Achieved vs

Original Target - Total Reported G T

Highlands and Islands
(H&l)4f-LowCarbon change

O,
leader/demo projects > 2 2 116075
(Slzljil))ifr:[LowCarbon projects receive fin a1 5 6 120%
Output (H&I)4f-LowCarb i i
-LowCarbon projects receive o
non-fin support 122 / / 1007
(HE-ERODAL Eetimated annual 10,667 550 550 100%
(H&l) 4f- Employment in low carbon °
sector in Scotland 12 12 N/A 102
Result (H&I) 4f-Low carbon investment
levered into Scotland by private and 375,000 375,000 N/A 100%
institutional investors (£)

Lowlands and Uplands
Output (LUPS)4f-LowCarbon change

(o)

leader/demo projects 20 / 7 100%
fc!_UPS)4f-LowCarbon projects receive 209 50 50 100%
in support
(LUP$)4f—LowCarbon projects receive 623 60 54 90%
non-fin suppor
(LUPS-ERDF)4f-Estimated annual 213,334 28,000 28,000 100%
decrease of GHG

Result (LUPS) 4f-Employment in low carbon 819 56 56 68% 100%

sector in Scotland




(LUPS) 4f-Low carbon investment
levered into Scotland by private and
institutional investors (£)

Original Target

59,000,000

Reprofiled
Target

29,000,000

Total Reported

28,653,023

% Achieved vs
Original Target

Table C.6: Targets and Outputs - 6c Conserving, protecting, promoting and developing natural and cultural heritage

Target

Highlands and Islands

Original Target

Reprofiled
Target

Total Reported

% Achieved vs
Original Target

7 ekos

% Achieved vs
Reprofiled
Target

% Achieved vs
Reprofiled
Target

Output

(H&I-ERDF)6c-Proj developing natural
& cultural assets

10

90%

(H&I-ERDF)éc-Proj promoting natural &
cultural assets

100%

(H&I-ERDF-Non-Op)éc-Projects
developing or promoting natural &
cultural assets which have commenced
(main contract let or construction
started)

12

11

Result

(H&I) 6¢-Increase in Employment and
Sustainable Tourism

81

52

92%
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Table C.7: Targets and Outputs - 6d Protecting and restoring biodiversity and soil and promoting ecosystem services

% Achieved vs

. o .
Original Target Reprolise Total Reported % A(;h|eved Ve Reprofiled
Target Original Target
Target
Highlands and Islands
(H&I-ERDF)6d-Greenspace created or
: 5.1 1 1
enhanced in urban areas
(H&I-ERDF)6d-Projects delivering 1 1 1
new/improved green infrastructure
(H&I-ERDF-NonOP)6d-Better
: 1 0
connected green infrastructure
(H&I-ERDF-NonOP)6d-Improved urban 20 1
Output areas that are resistant to flooding
(H&I-ERDF-NonOP)6d-Projects
delivering new/improved green
infrastructure which have commenced 1 1 100%
(main contract let or construction
started)
(H&I-ERDF-NonOP)6d-Vacant and o
derelict land brought back into use 2 2 108
(bH&I) 6d-Improved health and well- 100 0
eing
(H&l) 6d-Improved quality of place 1 0
through better green infrastructure
Result (H&l) 6d-Positive rating of satisfaction
with the quality of green infrast in
urban areas in Scotland
74 80 0




-~ Reprofiled % Achieved vs
Target Original Target - Total Reported Ofiafine] Tenscs
Lowlands and Uplands
(LUPS—ERDF)(’?d—Greenspace created 1375 135 3
or enhanced in urban areas
(LUPS-ERDF)6d-Projects delivering
. . 14 11 6
new/improved green infrastructure
(LUPS-ERDF-NonOP)6d-Better
; 16 0
connected green infrastructure
(LUPS-ERDF-NonOP)6d-Community 10 9
engagement challenge fund projects
Output (LUPS-ERDF-NonOP)6d-Improved
urban areas that are resistant to 1,650 0
flooding
(LUPS-ERDF-NonOP)6d-Projects
delivering new/improved green
infrastructure which have commenced 11 10
(main contract let or construction
started)
(LUPS-ERDF-NonOP)6d-Vacant and 50 0
derelict land brought back into use
(LQPS) 6d-Improved health and well- 2700 0
being
(LUPS) é6d-Improved quality of place 11 0
Result through better green infrastructure
(LUPS) 6d-Positive rating of satisfaction
with the quality of green infrastin 74 80 0

urban areas in Scotland

7, ekos

% Achieved vs
Reprofiled
Target
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Table C.7: Targets and Outputs - 6g Supporting industrial transition towards a resource efficient economy

% Achieved vs % Achieved vs
Total Reported | Original Target Reprofiled
Target

Reprofiled

Target Original Target -

Highlands and Islands

(H&I)6g-Low carbon change
leader/demo projects

(H&l)6g-Org/ent receive financial

72 24 24
support

Output
(H&l)6g-Org/ent receive non-financial

support

(H&I-ERDF)6g-Estimated annual
decrease of GHG

714 1,076 1,073

4,544 49,769 49,769

(H&I) 6g-Savings from resource
Result efficiency investments in supported 18,920,206 18,920,206
sectors

Lowlands and Uplands

(LUPS)6g-Low carbon change 8 8
leader/demo projects

(LUPS)6g-Org/ent receive financial 408 41 40
support

(LUPS)6g-Org/ent receive non- 4,046 3,850 3,828
financial support

(LUPS-ERDF)6g-Estimated annual 18,174 229,683 229,683
decrease of GHG

Output

(LUPS) 6g-Savings from resource
Result efficiency investments in supported 84,820,300 84,820,300
sectors
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Table C.8: Targets and Outputs - 8i Access to employment for job-seekers and inactive people

% Achieved vs % Achieved vs

Reprofiled

Original Target - Total Reported G T Reprofiled
Highlands and Islands
(H&I)8i-Employed mult barriers in 840 271 194
labour market
Output : : : :
(H&I)8i-Unemp/inact multiple barriers 13.160 4,572 4,356
to employ
(H&I) 8i-Employed participants with
multiple barriers gaining a 460 163 125
qualification upon leaving
(H&I) 8i-Employed participants with
multiple barriers with an improved
labour market sit. six months after 210 166 122
leaving
(H&I) 8i-Unemployed/inactive
participants with multiple barriers 1,440 935 306
entering education/training
Result

(H&I) 8i-Unemployed/inactive
participants with multiple barriers 3,290 863 598
gaining a qualification

(H&I) 8i-Unemployed/inactive
participants with multiple barriers in
employment, inc. self-emp., upon
leaving

2,200 1,130 622

(H&l) 8i-Unemployed/inactive with
multiple barriers in employment, inc 3,550 591 274
self-empl, six months after leaving




Target

Lowlands and Uplands

Original Target

Reprofiled
Target

Total Reported

Output

(LUPS)8i-Employed mult barriers in
labour market

7,800

4,859

(LUPS)8i-Unemp/inact multiple barriers
to employ

103,350

84,126

Result

(LUPS) 8i-Employed participants with
multiple barriers gaining a
qualification upon leaving

2,960

1,278

(LUPS) 8i-Employed participants with
multiple barriers with an improved
labour market sit. six months after
leaving

1,560

1,341

604

(LUPS) 8i-Unemployed/inactive
participants with multiple barriers
entering education/training

11,368

7,164

(LUPS) 8i-Unemployed/inactive
participants with multiple barriers
gaining a qualification

15,500

12,459

(LUPS) 8i-Unemployed/inactive
participants with multiple barriers in
emp, including self-emp, on leaving

20,670

20,959

(LUPS) 8i-Unemployed/inactive with
multiple barriers in employment,
including self-employ, six months after
leaving

23,770

9,642

6,487

% Achieved vs
Original Target

7 ekos

% Achieved vs
Reprofiled
Target
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% Achieved vs
Reprofiled
Target

Reprofiled
Target

% Achieved vs
Original Target

Original Target Total Reported

(LUPS-Non OP) 8i-
Unemployed/inactive participants
moved into employment and currently
receiving in work support

Table C.9: Targets and Outputs - 8ii Sustainable integration in the labour market of young people

% Achieved vs
Reprofiled
Target

% Achieved vs
Original Target

Reprofiled

Original Target  —

Total Reported

Lowlands and Uplands

(LUPS)8ii-YEI - aged 16-24
unemployed or NEET

(LUPS)8ii-YEI - aged 25-29
unemployed or NEET

13,430 13,358 11,807 88% 88%

Output

3,570 3,180 2,252 71%

(LUPS) 8ii-Inactive participants not in

education or training who complete 6,044 3,570 6,313 104% 177%
the YEI supported intervention

(LUPS) 8ii-Inactive participants not in
education or training who receive an
offer of employment, continued 2,417 3,055 1,984 82% 65%
education, apprenticeship or

Result . . .
traineeship upon leaving

(LUPS) 8ii-Inactive participants who
were not in education or training and
are now in education/training, gaining
a qualification, or are in employment,
including self-employment, upon
leaving

3,626 3,041 3,281 90% 108%




Target

(LUPS) 8ii-Long term unemp
participants in education/training,
gaining a qualification, or in emp,
including self-emp upon leaving

Original Target

323

Reprofiled
Target

1,696

Total Reported

400

% Achieved vs
Original Target

(LUPS) 8ii-Long-term unemployed
participants who complete the YEI
supported intervention

805

2,273

642

(LUPS) 8ii-Long-term unemployed
participants who receive an offer of
employment, continued education,
apprenticeship or traineeship upon
leaving

485

1,487

252

(LUPS) 8ii-Participants aged 25-29 in
continued education, training
programmes leading to a qualification,
an apprenticeship or a traineeship six
months after leaving

643

563

340

(LUPS) 8ii-Participants aged 25-29 in
employment six months after leaving

1,446

800

277

(LUPS) 8ii-Participants aged 25-29 in
self-employment six months after
leaving

482

106

(LUPS) 8ii-Participants aged 25-29 who
are in education/training, gaining a
qualification or in employment,
including self-employment, upon
leaving

2,249

1,457

713

7 ekos

% Achieved vs
Reprofiled
Target



Target

(LUPS) 8ii-Participants aged 25-29 who

complete the YE| supported
intervention

Original Target

3,213

Reprofiled
Target

2,015

Total Reported

(LUPS) 8ii-Participants aged 25-29 who
receive an offer of employment,
continued education, apprenticeship
or traineeship upon leaving

964

1,301

517

(LUPS) 8ii-Participants in continued
education, training programmes
leading to a qualification, an
apprenticeship or a traineeship six
months after leaving

5,372

2,956

(LUPS) 8ii-Participants in employment
six months after leaving

4,029

3,474

(LUPS) 8ii-Participants in self-
employment six months after leaving

1,343

418

(LUPS) 8ii-Unemployed participants
who are in education/training, gaining
a qualification, or in employment,
including self-employment, upon
leaving

1,612

2,858

968

(LUPS) 8ii-Unemployed participants
who complete the YEI supported
intervention

4,029

3,927

(LUPS) 8ii-Unemployed participants
who receive an offer of employment,
continued education, apprenticeship
or traineeship upon leaving

2,417

2,596

745

% Achieved vs
Original Target
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% Achieved vs
Reprofiled
Target



C.10: Targets and Outputs: 9i Active inclusion

Highlands and Islands

Original Target

Reprofiled

Target

Total Reported

7, ekos

% Achieved vs
Reprofiled
Target

% Achieved vs
Original Target

(H&I)9i-Disadv workless/lone

. 6,710 4,241 3,718

parent/low inc house
(H&I-ESF??l-Deprlved or fragile 153 107 17
communities supported
(H&I-ESF-NgnQP)9l-FgeI pove.rty 52 52 100%
capacity building sessions delivered
(H&I-ESF-NonOP)%i-Households

L . 415 70
receiving energy advice

Output (H&I-ESF-NonOP)%i-Households
receiving tailored energy advice 449 376 84%
support
(H&I-ESF-NonOP)%i-Increase in earned
turnover of supported organisations 8
(in 2018)
(H&I-ESF-NonOP)9i-No. of new or
improved community owned assets 21
(capital for acquisition via other non
ESF sources)
(H&I) 9|-.Commun|ty based/community 440 189 0
led services supported
Result (H&l) 9i-Disadv participants in

workless, lone parent/low income 2.950 3,083 2716 929% 88%

households with improved money
management skills




Target

(H&I) 9i-Disadv. participants engaged
in job search, educ/training, gaining a
qualification, or in emp, inc self-emp,

upon leaving

Original Target

Reprofiled
Target

7 ekos

% Achieved vs
Reprofiled
Target

% Achieved vs
Original Target

Total Reported

(H&l) 9i-New childcare places available

(H&l) 9i-Participants no longer affected
by debt as a barrier to social inclusion

Lowlands and

Uplands

(LUPS)9i-Disadv workless/lone
parent/low inc house

21,000

9,822

9,606

(LUPS-ESF)9i-Deprived or fragile
communities supported

134

248

139

(LUPS-ESF-NonOP)9i-Additional
volunteering opportunities in
community based projects

142

(LUPS-ESF-NonOP)%i-Community
based skills and advice hubs
supported

(LUPS) 9i-Community
based/community led services
supported

318

230

(LUPS) 9i-Disadv participants engaged
in job search/education/ training,
gaining a qualification, or in emp,
including self-emp, upon leaving

3,150

2,026

780

(LUPS) 9i-Disadv participants in
workless, lone parent or low-income

10,064

4,315

2,051
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% Achieved vs
Reprofiled
Target

Reprofiled % Achieved vs

Target Target UCELREpeEe Original Target

Original Target

households with improved money
management skills

(LUPS) 9i-New childcare places
available

(LUPS) 9i-Participants no longer
affected by debt as a barrier to social
inclusion

C11: Targets and Outputs - 9v Promoting social entrepreneurship and vocational integration in social enterprises

' ° : % Achieved vs
Target Original Target Repreilee Total Reported i A;hleved e Reprofiled
Target Original Target e ——

Highlands and Islands

(H&I-ESF)9v-No of collaborative
projects btw academic partners/social 4 4 9
enterprises

(H&I-ESF)9v-No of supported micro,
SMEs (including cooperative/social 358 25 2
economy enterprises)

Output (H&I-ESF)9v-No of supported projects
which increase RTD 4 2 9
capacity/investment in social economy

(H&I-ESF)9v-Social innovation projects
supported

(H&I-ESF-NonOP)9v-No of individuals
completing development programme

34 7 5

20 0




Result

Target

(H&I) 9v-FTEs created in supported

enterprises/organisations

Original Target

Reprofiled

Target

Total Reported

(H&l) 9v-No of new products and
services developed to support
targeted groups

Lowlands and

Uplands

% Achieved vs
Original Target

% Achieved vs

Reprofiled
Target

Output

(LUPS-ESF)9v-No of collaborative
projects btw academic partners/social
enterprises

(LUPS-ESF)9v-No of supported micro,
SMEs (including cooperative/social
economy enterprises)

(LUPS-ESF)9v-No of supported
projects which increase RTD
capacity/investment in social economy

(LUPS-ESF)9v-Social innovation
projects supported

(LUPS-ESF-NonOP)9v-No of individuals
completing development programme

(LUPS) 9v-FTEs created in supported
enterprises/organisations

Result

(LUPS) 9v-No of new products and
services developed to support
targeted groups

Table C12: Targets and Outputs - 10iv Improving the labour market relevance of education and training systems
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% Achieved vs
Reprofiled
Target

% Achieved vs
Original Target

Reprofiled

Original Target Total Reported

Target

Highlands and Islands

(H&)10iv-With ISCED level 2 or below
qualific

(H&I)10iv-With ISCED level 3 or 4
qualifications

(H&I)10iv-With ISCED level 5 and
above qualific

(H&I-ESF)10iv-Employers offering
vocational places

(H&I-ESF-NonOP)10iv-Employer
Engagement

(H&I-ESF-NonOP)10iv-No of new
courses/materials developed

3,200 802 812

3,670 2,313 2,262

1,120 455 520

Output
168 40 0

450 725

50,000 53,600 107%

(H&I) 10iv-Participants in employment,
including self-employment, 6 months 2,934 829 760
after leaving

92%

(H&I) 10iv-Total participants with
ISCED level 3 or 4 qualification upon 3,129 1,915 1,874
leaving

98%

Result (H&I) 10iv-Total participants with
ISCED level 5 and above qualification 3,401 375 293
upon leaving

78%

(H&I-Non OP) 10iv-Inactive participants

involved in vocational placement
316 268 85%
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% Achieved vs
Reprofiled
Target

% Achieved vs
Original Target

Reprofiled

Original Target Total Reported

Target

Lowlands and Uplands

(LUPS)10iv-With ISCED level 2 or
below qualific

(LUPS)10iv-With ISCED level 3 or 4
qualifications

20,750 6,067 6,717 111%

11,290 31,107 29,515 261% 95%

Output ——
(LUPS)10iv-With ISCED level 5 and 4370 6,550 5,052
above qualific
(LUPS—ESFH Oiv-Employers offering 632 210 0
vocational places
(LUPS) 10iv-Participants in
employment, including self- 12,709 8,809 8,003
employment, 6 months after leaving
(LUPS) 10iv-Total participants with
ISCED level 3 or 4 qualification upon 17,806 15,882 15,661 88% 99%
leaving

Result

(LUPS) 10iv-Total participants with
ISCED level 5 and above qualification 10,032 15,491 14,480 144% 93%
upon leaving

(LUPS-Non OP) 10iv-Inactive
participants involved in vocational 2,518 1,337
placement
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Appendix D: Delivery Agent Survey

Introduction

An online survey of DA who delivered Operations on behalf of LP ran from 9 April to 17 May 2024.
EKOS provided LPs consulted with an email introduction and survey link and asked whether they
could distribute and promote the survey to their DA on our behalf. LP who were also DA were

encouraged to complete the survey and/or pass it to other relevant internal colleagues.

DA survey respondents

The online survey received a total of 56 responses from 51 unique DA organisations. One response

was emailed directly to EKOS and was manually inputted into SNAP prior to analysis.

EKOS coded DA respondents into organisation type as detailed in Table D.1 and Table D.2.

Points to note include that:

e responses primarily came from regional/local organisations - this included, for example,
local authorities, colleges, universities, and charities.
e responses from national organisations were primarily from the third sector.

e there was a relatively even split of DA responses from the public and third sectors.

Table D.1: DA organisation by geography (by all respondents and unique organisations)

All Unique All Unique
National organisation 8 8 14% 16%
Regional/local organisation 48 43 86% 84%

Source: EKOS Delivery Agent Survey.
Base number = 56.
EKOS coded based on responses to survey question which asked for the organisation name.

Table D.2: DA organisation by sector (by all respondents and unique organisations)

All Unique All Unique
Public sector 31 26 55% 51%
Third sector 25 25 45% 49%

Source: EKOS Delivery Agent Survey.
Base number = 56.
EKOS coded based on responses to survey question which asked for the organisation name.
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Over three-quarters of respondents (78%) were DA, with the remainder also LP in the ESIF 2014-

2020 programme.

Table D.3: Which of the following best describes your organisation’s role in the ESIF 2014-2020
Programme?

D T

Lead Partner and Delivery Agent 13 23%

Delivery Agent only 43 77%

Source: EKOS Delivery Agent Survey.
Base number = 56.

DA role in the programme

There was a broadly even split among DA who managed and delivered an ERDF programme (58%)

and those who managed and delivered an ESF programme (47%).

Table D.4: Which ESIF programme(s) were you directly involved in helping to manage or deliver?

ERDF 32 58%

ESF 26 47%

Source: EKOS Delivery Agent Survey.

Base number = 55.

Multiple response question where respondents could select more than one option and all that applied.
Percentages may total more than 100% as a result.

Responses from DA covered all programme themes. Programme themes that DA were more likely
to report that they were involved in delivering included employment (52%), education (27%,) and

innovation (27%).

Table D.5: Which of the following ESIF programme themes was the operation(s) you were
involved in delivering best fit with?

Number Percentage

ERDF

Innovation 15 27%
Climate change/reduction in emissions 12 21%
Economic 11 20%
ESF

Employment 29 52%
Education 15 27%
Poverty reduction 10 18%
Don't know/unsure 2 4%

Source: EKOS Delivery Agent Survey.

Base number = 56.

Multiple response question where respondents could select more than one option and all that applied.
Percentages may total more than 100% as a result.
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DA reported that they had been involved in Operations which sat under most S| - the exceptions
being Resource Efficient Circular Economy Accelerator and SME Holding Fund. The SI most
commonly reported by DA aligned with responses to programme theme (Table D.5), including
employability (46%), developing Scotland’s workforce (30%), innovation (23%), and social inclusion

and poverty reduction (23%).

Table D.6: Which of the following clusters of strategic interventions did the operation(s) you were
involved in delivering best fit with?

Number Percentage

ERDF

Innovation 13 23%
Low Carbon Travel and Transport Programme 10 18%
Business Competitiveness 8 14%
Digital Connectivity 4 7%
Green Infrastructure 4 7%
Natural and Cultural Heritage Fund 4 7%
Scotland’s 8th City - The Smart City 2 4%
Resource Efficient Circular Economy Accelerator 0 0%
SME Holding Fund 0 0%
ESF

Employability 26 46%
Developing Scotland’s Workforce 17 30%
Social Inclusion and Poverty Reduction 13 23%
Youth Employment Initiative 10 18%
Empowered Community-led Inclusion 4 7%

Source: EKOS Delivery Agent Survey.

Base number = 56.

Multiple response question where respondents could select more than one option and all that applied.
Percentages may total more than 100% as a result.

Financial performance

Over half of DA who responded to the survey said that they had submitted change requests to the

MA to reprofile the financial budget for their Operations (52%). A sizeable proportion were unsure.
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Table D.7: Thinking about the budget allocation agreed at the outset for the operation(s), did you
submit any change requests to reprofile the budget?

Number Percentage

Yes, for one or more operation(s) 23 41%
Yes, for all operations 6 1%
No 15 27%
Don't know/not sure 12 21%

Source: EKOS Delivery Agent Survey.
Base number = 56.

In response to an open-ended question, DA provided various reasons for why they had to reprofile

the budget for their Operations. For example:

e some DA made requests to reprofile their budget upwards due to factors such as:
extending the project delivery period; increased demand for project support; changes to
project staffing and/or scope; and to replace estimated costs with accurate (higher) cost
figures based on experience of project delivery.

e other DA made requests to reprofile their budget downwards, largely due to the COVID-19
pandemic which resulted in changes to project delivery and delays, and reduced delivery
resulting from less demand for project support than anticipated which meant less funding

was required.
A closed-ended question was then asked as a follow-up.

The main response to the closed question, which provided a pre-defined list of internal and
external factors behind change requests to reprofile budgets, mirrors the feedback above - that is,
the COVID-19 pandemic was identified as a contributory factor by a vast majority of DA, Table D.8,
over. Over three-quarters of DA reported this as an issue that constrained financial performance.

Wider factors at play, albeit reported by DA to a lesser extent were:

e theinitial delays in the ESIF programme becoming fully operational.
o challenges in securing match-funding.
e issues with eligibility of beneficiaries

e reporting requirements.

Interesting, few DA reported that budgets were reprofiled as a result of factors such as the

eligibility of beneficiaries, including evidencing eligibility.




7, ekos

Table D.8: Which of the following internal and/or external factors were behind change requests
to reprofile the budget?

Impact of the pandemic 22 76%
Initial delays in the ESIF programme 8 28%
becoming fully operational

Challenges in securing match-funding 6 21%
Issues with eligibility of beneficiaries 5 17%
Reporting requirements 4 14%
Uncertainty created by the EU referendum 3 10%
result

Issues with evidencing eligibility of 3 10%
beneficiaries

Budget was over-estimated at the outset 2 7%
ESF/ERDF programme suspensions 1 3%
Audit requirements 1 3%
Other 9 31%

Source: EKOS Delivery Agent Survey.

Base number = 29.

Multiple response question where respondents could select more than one option and all that applied.
Percentages may total more than 100% as a result.

‘Other’ - DA did not provide further explanation.

Performance monitoring

Over two-fifths of DA who responded to the survey said that they submitted change requests to the
MA to reprofile their targets over the delivery period (43%) - slightly less than the proportion who

had reprofiled financial budgets. A sizeable proportion had not.

Table D.9: Thinking about the targets agreed at the outset for the operation(s), did you submit
any change requests to reprofile these?

Number Percentage

Yes, for one or more operation(s) 20 36%
Yes, for all operations 4 7%
No 22 40%
Don't know/not sure 9 16%

Source: EKOS Delivery Agent Survey.
Base number = 55.

Most DA who reprofiled targets went on to explain that their organisation was unable to meet
original targets. Similar factors to those outlined above for financial budgets were reported

including, that targets were subsequently reduced due to:

e the impact the pandemic had on engagement and project delivery.
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e thattargets had been set too high at the outset.

e delays in the activity commencing resulted in a condensed or shorter delivery window.

Notably, a few DA reported that targets were subsequently increased due to an increase in

demand for support arising as a result of the pandemic

Table D.10 broadly reflects the feedback provided above regarding factors which caused
respondents to submit requests to reprofile targets. Further, responses to the closed question
highlighted challenges such as evidencing eligibility of beneficiaries, beneficiary eligibility criteria
more generally, and initial delays in the ESIF programme becoming fully operational - and the

impact these issues had on the ability of DA to meet targets.

Table D.10: Which of the following internal and/or external factors were behind any change
requests to reprofile targets?

Impact of the pandemic 11 46%
Targets were over-estimated at the outset 6 25%
Issues with evidencing eligibility of beneficiaries 6 25%
Issues with eligibility of beneficiaries 5 21%
Initial delays in the ESIF programme becoming fully 4 17%
operational

Reporting requirements 2 8%
Audit requirements 2 8%
Challenges in securing match-funding 0 0%
Uncertainty created by the EU referendum result 0 0%
ESF/ERDF programme suspensions 0 0%
Other 11 46%

Source: EKOS Delivery Agent Survey.

Base number = 24.

Multiple response question where respondents could select more than one option and all that applied.
Percentages may total more than 100% as a result.

‘Other - DA did not provide further explanation.
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What worked well

DA feedback on aspects of the ESIF 2014-2020 programme which worked well can be grouped

under the following headings.

Project delivery

The provision of ESIF funding was said to be beneficial in that it enabled existing DA support to be
scaled up, or allowed new activity or infrastructure to be developed, or allowed support to be
tailored more effectively to meet specific needs - thereby proving significant benefit to people,

businesses, and places.

Further, the funding helped DA to develop more effective partnerships and networking with other

organisations and agencies, and to improve joined-up service delivery.

Programme processes and support

DA commented largely positively on programme guidance, support, and communication,
including the guidance and support provided by the MA and LP. Albeit there was some feedback
that more in-person sessions would have been welcomed by DA to ensure a clear and shared
understanding of programme processes and procedures. Flexibility to extend project timescales
was also welcomed, in particular to help DA accommodate and respond to restrictions and

challenges arising from the pandemic (for example, staff furloughed, etc).

What worked less well

DA feedback on aspects of the ESIF 2014-2020 programme which worked less well can be

grouped under the following headings.
Project specific issues and challenges

Here, DA reiterated challenges resulting from the pandemic, and the negative impact this had on

organisations as well as on project promotion and all aspects of delivery.
Programme processes
Points raised by DA on programme processes and procedures centred on:

o difficulties in project beneficiaries providing the necessary evidence requirements to prove
eligibility for support (for example, on the ESF side in particular) - with feedback the level of

information to be provided was off-putting for some and reduced levels of engagement.
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e theimpact of changing evidencing and reporting requirements in terms of additional asks
for information, retrospective data collection, the resubmission of evidence and claims,
uploading the same information on more than one occasion - some DA also questioned
whether there was a clear, consistent, and shared understanding of the changes
implemented among all interested parties. Delays in receiving clarification or further
guidance was also highlighted as a challenge for DA.

e the stringent claims and performance reporting requirements.

e the administrative burden that reporting had on DA in terms of people and time - many DA
said that capacity and capability were stretched.

e alack of signposting or support from the MA to help DA secure follow-on funding once

ESIF came to an end.

Main successes and achievements

Many DA simply reiterated that the main successes and achievements of project activity was that it
helped them to provide additional support and service provision with the ERDF and ESF funding.

Wider successes reported included:

e achievement or exceeded project targets.

e securing funding from other sources to continue the project activity in some shape or form.

Missed opportunities

When asked about missed opportunities, the following points were raised:

e there could have been greater flexibility in eligibility criteria and a more pragmatic
approach to evidence requirements - for example, widening criteria, streamlining evidence
requirements to recognise the barriers that some beneficiary groups face.

e amore proportionate approach to evidence and reporting requirements - which takes
account of the size of investment and the size of DA, with appropriate guidance and
support also provided. Reporting requirements should not detract resources from project
delivery.

e there could have been more opportunities for networking and collaboration among
partners involved in the programme and with other similar ERDF/ESF projects.

e there could have been more information and support provided to DA to help them plan for
and secure follow-on funding post ESIF - while some DA have secured continuation
funding, other activity was reported to have come to an end. Greater signposting and other

forms of support could have been helpful to ensure a lasting legacy.
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Additionality

DA reported high levels of additionality.

Almost three-quarters (73%) of DA reported that 25% or less of the activities would have been
progressed by their organisation in the absence of the ESF/ERDF funding. This highlights the
importance of the ERDF and ESF funding - it allowed organisations to deliver services which would

not have otherwise gone ahead.

Table D.11: What proportion of activities do you think would have been progressed by your
organisation in the absence of the ESF/ERDF funding? An estimation will do.

Number Percentage

None 13 23%
A small amount (up to 10%) 13 23%
Some (up to 25%) 15 27%
Up to half (up to 50%) 5 9%
Most (up to 75%) 3 5%
Almost all (up to 90%) 2 4%
All (100%) 0 0%
Don't know/ Not sure 5 9%

Source: EKOS Delivery Agent Survey.
Base number = 56.

Those DA who indicated that the funding was additional were asked whether the EISF funding

helped their organisation to deliver activities earlier, to a higher quality and/or on a bigger scale

Table D.12: Did the ESF/ERDF funding help the activities be delivered...?

Number Percentage

Earlier 9 24%
To a higher quality 19 50%
On a bigger scale 31 82%

Source: EKOS Delivery Agent Survey.

Base number = 38.

Multiple response question where respondents could select more than one option and all that applied.
Percentages may total more than 100% as a result.

Scale additionality was most commonly reported by DA. Where support was reported to be
additional, 82% of DA said that their organisation had delivered more activities as a result of the

ERDF and ESF funding. Wider feedback from these DA was that the funding had increased the

scale of projects by on average 66% (responses ranged from 20% to 90%).




7, ekos

Further, where support was reported to be additional, 50% of DA said that their organisation had
delivered activities to a higher quality as a result of the ERDF and ESF funding. Wider feedback
from these DA was that the funding had increased the quality of projects by on average 56%

(responses ranged from 20% to 90%).

And 24% said that the funding had enabled activities to be delivered earlier than would otherwise
have been the case. Wider feedback from these DA was that the ESIF funding had enabled

activities to be delivered on average 20 months earlier (responses ranged from nine to 60 months).

Lessons learned

Key lessons learned identified by DA are outlined below:

e programme guidance and evidencing and reporting requirements should be developed in
sufficient advance of activities commencing - and be supported by improved
communication, information sessions, and other forms of support to ensure a shared
understanding among all interested parties (and to avoid it being open to interpretation).

e aone-size-fits all approach to evidencing and reporting requirements may not be the best
approach and can often result in unnecessarily burdensome processes - greater
consideration could be given to ensuring arrangements are streamlined and proportionate
to the size of investment and size of delivery partner.

e overly complicated and burdensome evidencing and reporting requirements can detract
scarce resources from project delivery and stretch the capacity of smaller organisations.

e changes to evidence requirements and retrospective evidence collection during
programming periods can cause confusion and be difficult to implement due to elapsed
time and the nature of some beneficiary target groups supported - it should be avoided
where possible, as it can result in evidence requirement challenges, including insufficient
participant evidence and ineligible activity meaning that delivery organisations typically
supported far more beneficiaries than could be claimed for.

e a protracted claims process can cause cash flow problems for delivery organisations, in
particular for smaller organisations (some of whom took out short-terms loans).

o flexibility should be built in from the outset of programmes to allow interventions to

respond to changing and any unforeseen circumstances.

Anything that could have been done differently

Around two-thirds of DA felt that partners involved in the ESIF 2014-2020 program could have
done things differently. SG as MA and AA were mentioned most often, followed by LP.
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Table D.13: Do you think any of the following organisations could have done anything
differently? Consider aspects such as programme design, application and appraisal, delivery,
communication, monitoring, and audit.

I N

Scottish Government as Managing Authority 20 54%
Scottish Government as Audit Authority 11 30%
Lead Partners 8 22%
European Commission 7 19%
Scottish Government as Certifying Authority 5 14%
Delivery Agents 3 8%

Source: EKOS Delivery Agent Survey.

Base number = 37.

Multiple response question where respondents could select more than one option and all that applied.
Percentages may total more than 100% as a result.

DA were asked to provide further information on the things that could have been done differently-

the feedback largely chimes with the findings reported elsewhere in this appendix.

Scottish Government

Much of the feedback from DA on things that SG could have done differently relate to:

e ensuring greater cohesion between SG as MA, CA, and AA - to avoid different
interpretations of guidance and rules and better and more timely communication of
changes to LP and DA.

e taking steps to ensure programmes processes and procedures are accessible and easy to
comply with - while still ensuring appropriate checks and balances in terms of governance
and accountability.

e ensuring that appropriate forms of support are provided to LP and DA as appropriate -
information sessions, training, etc.

e ensuring that guidance is comprehensive and fully developed in advance of programmes
of activity commencing - and avoiding changes to guidance or evidence requirements, or
at least ensuring sufficient lead-in time for changes to be implemented and not
retrospectively applied.

e amore proactive approach to ensuing claims processes are effective - taking action to
address the protracted claims process, backlog in claims, additional training for LP and DA.

o greater flexibility should be built in from the outset of programmes to allow interventions to

respond to changing and any unforeseen circumstances.

Lead Partners

DA who felt that LP could have done something differently often mentioned aspects related to

programme guidance and rules, and a lack of a consistent approach across LP.
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DA reported that some LP applied the guidance and rules rigidly with little to no flexibility, while

other LP were said to have taken a different more flexible approach in interpreting the guidance.

Changes to guidance and evidence requirements were also highlighted by DA - while this came
from MA and AA, DA felt that changes to the claims process could have been better
communicated by LP to DA. DA also said it these changes often resulted in additional asks for
information, or for information and data previously provided to be re-done and re-uploaded -

which took additional time for DA staff to do. Training would have been welcomed.

Delivery Agents

In terms of DA, points raised included that:

e some perhaps under-estimated the administrative effort required - there was a need to
ensure DA had appropriate and dedicated staff in order to comply with evidencing and
reporting requirements of European funding.

e greater support could have helped ensure that DA provided high quality and consistent

information to LP to support claims processes.

European Commission

The main feedback from DA on the EC was that the ESIF 2014-2020 programme was overly
bureaucratic and burdensome, and steps could have been taken to have reduced this

considerably. A lack of flexibility, in particular during the pandemic was also mentioned.

Current status of programmes of activity

A positive funding is that the vast majority of DA (88%) reported that programme activities are
continuing to be delivered now that ESIF funding has come to an end - either to a similar or

different scale and scope as the ERDF/ESF funded projects.

Table D.14: Are the programme activities continuing to be delivered now that the ESIF funding
has come to an end?

Number Percentage

Yes, and similar scale and/or scope to what was 11 209%
previously delivered ?
Yes, but different scale and/or scope to previous o
. 32 58%
activity
No, a decision has still to be made internally about o
. : o 3 5%
continuation of the activities in some shape or form
No, it has not been possible to secure continuation o
. L 9 16%
funding for the activities

Source: EKOS Delivery Agent Survey.
Base number = 55
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Appendix E: SME Survey

Introduction

An online survey of SMEs supported by ERDF was undertaken between April and 31 May 2024.
EKOS asked LP consulted if they could distribute the online survey directly or through their DA.
This appendix presents the survey findings. The findings should not be considered representative
of the total population of SMEs supported due to the survey methodology. Chapter 1 provides

further details of the primary research limitations.

SME survey respondents

The online survey received a total of 83 responses - all from unique SMEs (that is, no duplicate
responses). Responses were received from SMEs based in five of Scotland’s 32 local authority areas

- primarily Aberdeenshire Council (60%) and Aberdeen City Council (24%), Table E.1.

Table E.1: Where is your business or organisation based?

Aberdeenshire Council 49 60%
Aberdeen City Council 20 24%
Argyll and Bute Council 10 12%
Glasgow City Council 2 2%
Renfrewshire Council 1 1%

Source: EKOS SME Survey.
Base number = 82.

Around three-quarters of SMEs that responded to the survey operate in the private sector (76%).

This was followed by 17% in the public sector, Table E.2.

Table F.2: Which of the following sectors is your business or organisation in?

Private sector 62 76%
Public sector 14 17%
Third or voluntary sector 6 7%

Source: EKOS SME Survey.
Base number = 82.

SMEs who responded to the survey operate within a variety of industry sectors, Table E.3. Almost

one-fifth (17%) were part of the accommodation and food service activities sector, this was

followed by the creative and cultural sector (12%).
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Table E.3: Which sector does your business or organisation operate?

I N

Accommodation and food service activities 14 17%
Creative and cultural 10 12%
Human health and social work activities 9 1%
Other 8 10%
Arts, entertainment and recreation 7 8%
Professional, scientific and technical activities 7 8%
Retail trade incl. fuel sales 6 7%
Agriculture, Forestry and Fishing 4 5%
Construction 3 4%
Education 3 4%
Manufacturing 3 4%
Information and communication 2 2%
Motor trade incl. vehicle repairs 2 2%
Transportation and storage 2 2%
Financial and insurance activities 1 1%
Real estate activities 1 1%
Wholesale trade 1 1%
Administrative and support service activities 0 0%
Mining and quarrying, utilities 0 0%

Source: EKOS SME Survey.
Base number = 83.
‘Other’ includes social housing providers, funeral director, coaching and training, family celebrant, and

tourism.

The vast majority of businesses are either micro or small enterprises (?6%), and mainly at the micro

end, Table E.4.

Table F.4: How many employees does your business or organisation have?

I O N

Less than 10 employees (micro) 69 83%
10-49 employees (small) 11 13%
50-249 employees (medium) 3 4%
250+ employees (large) 0 0%

Source: EKOS SME Survey.
Base number = 83.

Almost all SMEs were existing businesses (99%), primarily established businesses operating or

trading for more than 18 months, Table E.5. The one pre-start supported is now trading.
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Table E.5: Which of the following categories best fits your business or organisation status at the
time of accessing support from this organisation or agency?

Number Percentage

Established - operating or trading for more than 18 months 63 76%
New start - operating or trading for up to 18 months 19 23%
Pre-start - thinking of setting up 1 1%

Source: EKOS SME Survey.
Base number = 82.

About the business support received

Reason for seeking support

Over half of SMEs were looking for general business advice or support (58%), while over two-fifths

sought help with:

e strategic development or business planning (45%).
e Growing their business/income (43%).

e improving their digital capabilities, presence and/or skills (40%), Table E.6.

This mirrors the support received by SMEs (see Table E.8), highlighting that they were able to

receive the support needed.

Support provider

The majority of SMEs (85%) received support from Business Gateway, Table E.7. Other support
providers, but to a much lesser extent included the Scottish Government (5%), local government

(4%) or NatureScot (4%). As noted earlier, the survey was pushed out by some but not all LP

consulted, and this is reflected in the survey findings.




7, ekos

Table E.6: What were your main reasons for accessing this support?

To access general advice 48 58%
To get help with strategic development or business 37 45%
planning

To grow the business/income (for example, employment 36 43%
and/or turnover)

To improve our digital capability, presence, and/or skills 33 40%
To improve our brand, profile, marketing and promotion 31 37%
To develop or improve new products, services, processes, 22 27%
and/or business model

To help the business adapt to changes resulting from the 13 16%
pandemic

To help the business recover from the pandemic 11 13%
To access new markets 10 12%
To access sector specific advice 9 11%
To improve our environmental and sustainable practices 5 6%
Had a gap in start-up finance 3 4%
Couldn't access finance with good terms and conditions 1 1%
elsewhere

Applied for similar support from another agency and was 0 0%
unsuccessful

Other 0 0%

Source: EKOS SME Survey.
Base number = 83.
Multiple response question where respondents could select more than one option and all that applied.

Percentages may total more than 100% as a result.

Table E.7: Which of the following agencies provided your business or organisation with support?

Number Percentage

Business Gateway 70 85%
Scottish Government 4 5%
Local government (local authorities) 3 4%
NatureScot 3 4%
Highlands and Islands Enterprise 0 0%
Scottish Enterprise 0 0%
Zero Waste Scotland 0 0%
Other 1 1%
Don't know/unsure 1 1%

Source: EKOS SME Survey.
Base number = 82.
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Support received

SME support received spanned a range of areas, though most commonly this included:

e general business support and advice (56%).

e business planning (37%).

e marketing (37%).

e digital (35%).

e specialist business advice (for example, on a variety of topics such as strategy, business

planning, finance, HR, marketing, etc.) (27%), Table E.8.

Table E.8: Which of the following categories did the support received from this agency best fit

within?
General business support and advice 46 56%
Business planning support 30 37%
Marketing 30 37%
Digital 29 35%
Specialist business advice 22 27%
Start-up support and advice 14 17%
Finance - capital grant support 8 10%
Workforce development/skills 8 10%
Innovation support 6 7%
Sector specific business support and advice 6 7%
Finance - revenue grant support 5 6%
Business premises related support 4 5%
Environmental 4 5%
Infrastructure support 1 1%
Finance - loans, equity, or other non-grant support 0 0%

Source: EKOS SME Survey.

Base number = 82.

Multiple response question where respondents could select more than one option and all that applied.
Percentages may total more than 100% as a result.

The year in which SMEs first received support from the agency varied, though over half of SMEs

(57%) first received support in the last few years (from 2020 onwards).
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Table E.9: When did you first receive this type of support from this agency?

I O O S

2015 1 1%
2016 2 2%
2017 6 7%
2018 6 7%
2019 11 13%
2020 16 19%
2021 10 12%
2022 16 19%
2023 6 7%
Don't know/can't recall 9 1%

Source: EKOS SME Survey.
Base number = 83.

Views on support received

Overall views on support received

Overall SMEs rated various aspects of the support received positively, with each aspect rated good
or very good by the vast majority of SMEs, Table E.10. SMEs were most positive about the
responsiveness of the service provider, timeliness of receiving support, and overall quality of

support.

Table E.10: How would you rate the following aspects of the support?

Very Good/ Average Poor/ Very Poor Don't
Good know/unsure

No. % No. % No. % No. %
Responsiveness of the 76 92% 5 6% 2 2% 0 0%
service provider
Timeliness of receiving the 75 90% 5 6% 3 4% 0 0%
support
Overall quality of support 75 90% 6 7% 2 2% 0 0%
received
Ease of finding out about 72 87% 8 10% 3 4% 0 0%
the support
Ease of accessing the 71 86% 9 11% 3 4% 0 0%
support

Source: EKOS SME Survey.
Base number = 83.
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SMEs provided wider qualitative feedback on the support received - and the feedback reflects the

highly subjective nature of the support received by SMEs and their personal experience.
Among those SMEs who rated aspects of the support positively, feedback included that:

e the process for accessing support was straightforward.

e information and advice was of a high quality.

e business advisors were proactive and responsive - for example, regular meetings, timely
advice, access to a wide range of resources, good communication.

e the mix of online and in-person support was valued.

Where SMEs rated aspect of the business as average or poor, the main feedback was that the
provision of information and advice could have been of a higher quality, more responsive, bespoke
or sector-specific, and that information could have been made available in more accessible
formats.

Whether the support meet business needs

Almost all SMEs felt that the support met the needs of their business (94%), Table E.11.

Table E.11: Did the support meet your needs or the needs of your business or organisation?

Number Percentage

Yes, very much so 36 43%
Yes, to some extent 42 51%
No, in a limited way 4 5%
No, not at all 1 1%
Don't know/unsure 0 0%

Source: EKOS SME Survey.
Base number = 83

Contribution of the support on the business

Almost all SMEs reported that the ERDF support had a positive contribution on their business,
albeit to varying degrees. A vast majority reported that the support had a significant/some
contribution on their business (86%), Table E.12.

Wider qualitative from these SMEs included that the advice and support was valued (for example
strategy input, financial planning) and helped the business to: facilitate strategic projects; launch
new products and services; and develop its marketing and online presence. Where support had

been received during the pandemic years this was very much valued by SMEs who reported that it

had supported business survival and resilience.
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Table E.12: What contribution, if any, did the support have on your business or organisation?

I T T R

Significant 36 43%
Some 36 43%
Marginal 8 10%
None 1 1%
Don't know/unsure 2 2%

Source: EKOS SME Survey.
Base number = 83

Some 11% of SMEs felt that support had a marginal or no impact on their business. Wider
feedback from these SMEs included that the support was not as helpful as anticipated, including

that:

e advisors were felt to be unfamiliar with their sector - they received generic rather than

specific advice.
e the financial support was not significant enough to impact the SME meaningfully - for
example, some of these SMEs reported that the financial support received was negated by

other costs of doing business or that it was not sufficient to support business development

and growth.

e sole traders found it difficult to allocate sufficient time and resources to take full advantage

of the support offered.

Benefits

The majority of SMEs reported at least one benefit achieved to date or expected to achieve as a

result of the support received (93%), Table E.13.
The main benefits achieved to date included that the support:

e provided me and/or staff with new skills (82%).
e increased use of digital technologies (80%).
e improved business brand or improved marketing (73%).

e increased sales or turnover (69%).

The main anticipated future benefits reported by SMEs were that they expected to:

e take on more staff (31%).
e increase sales or turnover (24%).

e improve sustainable/environmental practices (22%).

e enter/grow in new local, Scotland or UK markets (22%).
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e enter/grow in new international markets (22%).

Table E.13: What bené€fits, if any, have you/your business or organisation achieved as a direct
result of the support received?

; Achieved to date Expected to achieve

Number Percentage Number | Percentage
Provided me and/or staff with new skills 37 82% 6 13%
Increased use of digital technologies 36 80% 9 20%
Improved business brand or improved 33 73% 8 18%
marketing
Increased sales or turnover 31 69% 11 24%
Greater confidence in implementing 28 62% 4 9%
change
Helped me to start a new business or 27 60% 1 2%
organisation
New relationships, contacts, and 27 60% 5 11%
networks developed
New or improved products or services 24 53% 7 16%
Greater market and/or sector 23 51% 5 11%
knowledge
Improved awareness of public sector 22 49% 4 9%
support
Took on more staff 22 49% 14 31%
Clarity of strategic direction/improved 22 49% 9 20%
strategic planning
Increased productivity 19 42% 7 16%
Improved sustainable/environmental 11 24% 10 22%
practices
Entered/grew in new local, Scotland or 11 24% 10 22%
UK markets
Entered/grew in new international 2 4% 10 22%
markets
Other benefits 6 13% 6 13%
No benefits 7 16% 7 16%

Source: EKOS SME Survey.

Base number = 77.

Multiple response question where respondents could select more than one option and all that applied.
Percentages may total more than 100% as a result.

‘Other’ benefits SMEs achieved as a direct result of the support received included: increased capacity; social,
health and wellness advantages for customers; and becoming better equipped with the skills, knowledge and
expertise necessary for success. and scaling up in the future.
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The majority of SMEs reported at least one business performance impact achieved to date or

expected to achieve over the next few years (84%). Overall the main impacts reported were

increased sales and increased employment (jobs).

Table E.14: Did your business or organisation achieve any of the following impacts as a direct
result of the support received, and/or do you expect to achieve any further impacts over the next

three years?

_ Achieved to date Expected to achieve

Number Percentage Number | Percentage

Increased turnover (sales) (N=50) 27 54% 23 46%
Safeguarded turnover (turnover that 14 65% 8 35%
would have otherwise been lost in the

absence of support) (N=22)

Increased employment (jobs) (N=37) 19 51% 18 49%
Safeguarded employment (jobs that 11 65% 6 35%
would have otherwise been lost in the

absence of support) (N=17)

Source: EKOS SME Survey.

SMEs who reported impacts (see Table E.14) were asked to quantify these impacts in some way -

however, many found this challenging, in particular forecasting future impacts - and so feedback

was limited. The information provided by SMEs is summarised in Tables E.15 and E.16.

Table E.15: Turnover impacts (£)

Achieved to date

Expected to achieve

Min. Max. Average Min. Max. Average
Increased turnover £2,500 £2 million £142,000 £5,000 | £600,000 | £104,000
(N=49)
Safeguarded £2,500 £100,000 £37,000 £12,000 | £250,000 | £129,000
turnover (N=22)

Source: EKOS SME Survey.

Table E.16: Employment impacts (FTE)

Expected to achieve

Achieved to date

Min. Max. Average Min. Max. Average
Increased 1 8 3 1 10 4
employment (N=38)
Safeguarded 1 6 2 1 6 2
employment (N=18)

Source: EKOS SME Survey.
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A positive finding is that a majority of the SMEs who reported impacts achieved said that the
impacts had been sustained over time, Table E.17. Employment impacts were less likely to have

been sustained albeit a majority of SMEs reported that they had.

Table E.17: Have the impacts achieved as a result of the support been sustained over time?

Number Percentage Number | Percentage

Increased turnover (sales) (N=26) 23 88% 3 12%
Safeguarded turnover (turnover that 12 92% 1 8%
would have otherwise been lost in the

absence of support) (N=13)

Increased employment (jobs) (N=16) 13 81% 3 19%
Safeguarded employment (jobs that 7 70% 3 30%
would have otherwise been lost in the

absence of support) (N=10)

Source: EKOS SME Survey.

Additionality and displacement factors

The following questions in this sub-section were only asked of SMEs who reported business

impacts.

Additionality

Over half of SMEs (59%) felt that 25% of less of the reported impacts would have been achieved in

the absence of the ERDF support, Table E.18.

Table E.18: What proportion of the impact (achieved or expected to achieve) do you think would
have been achieved in the absence of the ESF/ERDF funding?

None 9 16%
A small amount (up to 10%) 13 22%
Some (up to 25%) 12 21%
Up to half (up to 50%) 8 14%
Most (up to 75%) 4 7%
Almost all (up to 90%) 2 3%
All (100%) 0 0%
Don't know/not sure 10 17%

Source: EKOS SME Survey.
Base number =58

The vast majority of these SMEs went on to indicate timing, scale and/or quality additionality (84%),
Table E.19.
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The most common response was timing additionality - 44% of these SMEs reported that the
support enabled impacts to have been realised earlier (this ranged from six to 24 months, and an

average of 12 months earlier).

Table E.19: Did the support allow the benefits and impacts to happen earlier, on a greater scale
and/or be of a higher quality?

I O O R

Yes, earlier 20 44%
Yes, greater scale 12 27%
Yes, higher quality 6 13%
No 7 16%

Source: EKOS SME Survey.

Base number = 45.

Multiple response question where respondents could select more than one option and all that applied.
Percentages may total more than 100% as a result.

Over one-fifth of SMEs that reported impacts said they were able to achieve benefits and/or
impacts on a greater scale - this ranged from 25% to 80% greater scale and an average of 48%.
Fewer SMEs that reported impacts indicated that the ERDF support enabled the business to
achieve impacts of a higher quality (13%) - feedback ranged from 20% to 70% higher quality, and

an average of 43%.

Where employees live

SMEs predominantly employed local workers - 84% of SMES reported that most or all of their

employees live within the local authority area where the business is located, Table E.20.

Table E.20: What proportion of your businesses or organisation’s employees live in the following

areas?
Local authority Rest of Scotland Rest of UK Out with the UK
area where
business is located

No. % No. % No. % No. %
All 36 62% 1 2% 0 0% 0 0%
Most 13 22% 0 0% 1 2% 0 0%
Half 2 3% 1 2% 0 0% 0 0%
Some 4 7% 10 17% 2 3% 3 5%
None 3 5% 46 79% 55 95% 55 95%

Source: EKOS SME Survey.
Base number = 58.
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Sales

Similarly, SMEs sales are primarily local, with around two-thirds reporting that most or all their sales

within the local authority area (67%), Table E.21.

Table F.21: Typically, what proportion of your sales or turnover are in those same areas (in terms
of value of sales)?

Local authority Rest of Scotland Rest of UK Out with the UK
area where
business is located

No. . No. %
All 20 37% 0 0% 1 2% 0 0%
Most 16 30% 5 9% 1 2% 1 2%
Half 5 9% 3 6% 0 0% 1 2%
Some 11 20% 15 28% 13 24% 7 13%
None 2 4% 31 57% 39 72% 45 83%

Source: EKOS SME Survey.
Base number = 54.

Competition

Competing in local markets is common amongst the SMEs - around half (52%) reported that their
competitors predominantly operate within the same local authority area, Table E.22. There is less
competition from broader regional, national, and international markets - with over two-fifths of

SMEs reporting they have no competitors within these areas (46%, 65% and 73%, respectively).

Table E.22: Typically, what proportion of your competitors are in those same areas?

Local authority Rest of Scotland Rest of UK Out with the UK
area where
business is located

No. % No. % No. % No. %
All 13 25% 2 4% 1 2% 1 2%
Most 14 27% 4 8% 5 10% 2 4%
Half 3 6% 0% 0 0% 0 0%
Some 11 21% 22 42% 12 23% 11 21%
None 11 21% 24 46% 34 65% 38 73%

Source: EKOS SME Survey.

Base number = 52.

Market operate in

Three-quarters of SMEs reported that the market their business operates within is growing - with

one-quarter stating that the market is growing strongly, Table E.23.
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Table E.23: Would you say the market in which your business or organisation operates is
growing, static or declining?

Growing strongly 5 25%
Growing 10 50%
Static 4 20%
Declining 1 5%
Declining strongly 0 0%

Source: EKOS SME Survey.
Base number =20

Future support needs
The vast majority of SMEs reported that they will require additional business support over the next

few years (92%).

Over two-fifths of SMEs felt that they will require general business support within the next three
years (42%), Table E.24. This was followed by:

e marketing support (36%).
o digital support (35%).

o finance support - revenue grant support (30%).
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Table E.24: Which of the following categories of support, if any, do you think your business or
organisation will need support with now and/or over the medium-term (next three years or so)?

Number Percentage

General business support and advice 35 42%
Marketing 30 36%
Digital 29 35%
Finance - revenue grant support 25 30%
Environmental sustainability (net zero) 24 29%
Workforce development/skills 24 29%
Finance - capital grant support 23 28%
Business planning support 20 24%
Specialist business advice (for example, on a variety of 20 24%
topics such as strategy, business planning, finance, HR, etc.)

Sector specific business support and advice 16 19%
Business premises related support 15 18%
Finance - loans, equity, or other non-grant support 14 17%
Infrastructure support 11 13%
Innovation support 7 8%
No support required 7 8%
Leadership support 1 1%
Other 1 1%
Start-up support and advice 0 0%

Source: EKOS SME Survey.

Base number = 83.

Multiple response question where respondents could select more than one option and all that applied.
Percentages may total more than 100% as a result.

Suggestions for improving business support in Scotland

SMEs were asked if they had any suggestions for the Scottish Government to consider around how
best to improve or enhance business support in Scotland. Key points included that there was a

continued need for:

e accessible and knowledgeable business advisors and networking support to support
business start-up and growth.

e clearer communication about available support, grants, and loans for small businesses.

e financial support, in particular, affordable loans, funding for expansion and net-zero
targets, and an increased VAT threshold.

e reduced bureaucracy and 'hidden’ taxes.

e increased HR support.
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Final comments

SMEs were asked if they had any final comments they would like to make to feed into the

evaluation. The main points raised included that:

e there was praise and gratitude expressed by SMEs for the support provided by Business
Gateway, local government, and Scottish Enterprise, particularly during the pandemic.

e there was a call for continued and greater levels of support for small businesses to improve
sustainability - not least in the current difficult trading environment (for example, financial
support, online provision to overcome geographic barriers to accessing some forms of

business support, reduced taxation) - the perception among some SMEs was that most of

the business support in Scotland was aimed at larger businesses.




