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ENTERPRISE AND CULTURE COMMITTEE 
 

AGENDA 
 

6th Meeting, 2007 (Session 2) 
 

Tuesday 13 March 2007 
 
The Committee will meet at 1.45 pm in Committee Room 2.  

1. Sport 21 – the national strategy for sport in Scotland – and sports policy: 
The Committee will take evidence, in a round-table discussion, from— 

 
Julia Bracewell, Chair, sportscotland; Steven Grimmond, Head of Community 
Planning, Fife Council; Gavin Macleod, Chief Executive Officer, Scottish 
Disability Sport; Ian Reid, Scottish Sports Futures; David Arnott, 
Administrator, Scottish Association of Local Sports Councils; Paul Bush, 
Deputy Chief Executive Officer, EventScotland; Louise Martin, Chairman, 
Commonwealth Games Council for Scotland; Gavin Hastings, Chairman, 
Platinum One (Scotland); Dougie Donnelly, Chairman, Scottish Institute of 
Sport; Professor Fred Coalter, Department of Sports Studies, University of 
Stirling; Chris Robison, Policy Director, Scottish Sports Association, and Pat 
Morrison, Team Leader, Sports Division, Scottish Executive. 

2. The impact of EU structural funds programmes in Scotland from 1994-
2006: The Committee will consider research produced by the European Policies 
Research Centre on behalf of the Committee and receive a presentation from— 

Dr Sara Davies, Senior Research Fellow, and Professor John Bachtler, 
Director, European Policies Research Centre, University of Strathclyde. 

3. Scottish Register of Tartans Bill: The Committee will consider correspondence 
from Jamie McGrigor MSP. 

4. Legacy paper: The Committee will consider a draft paper. 

5. Committee annual report: The Committee will consider a draft of its annual 
report for 2006-07. 
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ENTERPRISE AND CULTURE COMMITTEE 
 
Sport 21 - the national strategy for sport in Scotland - and sports policy 

– note by the clerk 
 
Background 

 
1. At the Enterprise and Culture Committee meeting of the 5 September 

2006, the Committee requested that SPICe produce a briefing paper 
outlining possible themes for a round-table discussion concerning the 
Scottish Executive’s review of the Sport 21 strategy and sport issues and 
policy generally. On 12 September 2006, members considered these 
themes and agreed to the proposal to hold a round-table discussion on the 
subject of sport. 

 
2. The publication of the Scottish Executive’s review of the Sport 21 

strategy, initially expected by the end of 2006 was delayed, with 
publication only on 8 March. Therefore, the focus of the round-table 
discussion will on sports issues and policies more generally, as well 
as trying to take into account the review of Sport 21 strategy 
published shortly in advance of the Committee meeting. 

 
3. A round-table session with stakeholders has been organised for today’s 

meeting (13 March 2007). Due to dissolution, there will not be time to hear 
subsequently from the minister (as per previous recent round-table 
discussion), so the minister, or appropriate official, was invited to take part 
in the round-table discussion itself. Ms Pat Morrison, a civil servant in the 
sports division, will attend for the Executive.  

 
4. The intended purpose of this session is to provide the Committee with an 

opportunity to take views from a panel of stakeholders and the Scottish 
Executive on the sport 21 review and issues surrounding sport policy in 
Scotland and then to prepare a paper based on these discussions, which 
would be sent to the Scottish Executive for its comment. The discussions 
would also inform the legacy paper prepared by the Committee in 2007 to 
inform its successor committee.  

 
5. In order to assist members with the issues concerned, SPICe has 

prepared a briefing for this meeting, which is issued along with this 
cover paper.  Please note that due to timing, this briefing was 
completed before the date of the publication of the review of sport 
21. Members are requested to refer to both the SPICe briefing and the 
Executive’s review of sport 21 as background papers for the round-
table. 

 
Participants 
 
6. The round-table discussion on the 13 March will be attended by the 

following individuals and organisations— 
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 Julia Bracewell, Chair, Sport Scotland 
 Steven Grimmond, Head of Community Planning, Fife Council 
 Gavin Macleod, Chief Executive Officer: Scottish Disability Sport 
 Ian Reid, Scottish Sports Futures 
 David Arnott, Administrator, Scottish Association of Local Sports 

Councils 
 Paul Bush, Deputy Chief Executive Officer, Event Scotland 
 Louise Martin, Chairman, Commonwealth Games Council for 

Scotland 
 Gavin Hastings, Chairman, Platinum One (Scotland) 
 Dougie Donnelly, Chairman, Scottish Institute of Sport Board 
 Professor Fred Coalter, Department of Sports Studies, 

University of Stirling 
 Chris Robison, Policy Director, Scottish Sports Association 
 Pat Morrison, Team Leader, Sports Division, Scottish Executive. 

  
Next steps 
 
7. Following the conclusion of the meeting of the 13 March, a note of the 

proceedings will be prepared by the clerk and, once agreed, this paper will 
be sent to the Scottish Executive for their comment and will also serve to 
inform the Committee’s legacy paper.  

 
Stephen Imrie 

Clerk to the Committee 
 



 
Agenda item 1 
 
08 March 2007 
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ENTERPRISE AND CULTURE COMMITTEE 
 

SPORT – BACKGROUND PAPER 
 
Note: This briefing was prepared before the publication of the Scottish 
Executive’s review of the Sport 21 strategy. 

INTRODUCTION 
 
This paper provides background information for the Committee’s round table 
evidence session on sport policy on 13 March 2007.  The following persons 
will be attending the round-table session: 
 

• David Arnott, Administrator, Scottish Association of Local Sports 
Councils 

• Julia Bracewell, Chair, Sport Scotland 
• Paul Bush, Deputy Chief Executive Officer, Event Scotland 
• Professor Fred Coalter, Department of Sports Studies, University of 

Stirling. 
• Dougie Donnelly, Chairman, Scottish Institute of Sport Board 
• Steven Grimmond, Head of Community Planning, Fife Council 
• Gavin Hastings, Chairman, Platinum One (Scotland) 
• Gavin Macleod, Chief Executive Officer: Scottish Disability Sport 
• Louise Martin, Chairman, Commonwealth Games Council for Scotland 
• Pat Morrison, Team Leader, Sports Division, Scottish Executive 
• Ian Reid, Scottish Sports Futures 
• Chris Robison, Policy Director, Scottish Sports Association 

 
Attendees are aware that the frame of reference for the round table 
discussion is ‘Sport 21 – the National Strategy for Sport in Scotland – and 
sports policy’.  This paper provides an overview of current sports policy and in 
particular covers: 
 

• Sport 21 and the review of Sport 21 
• Other national sport strategies 
• The delivery of sport policy 
• The funding of sportscotland 
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SPORT 21 
During the current Parliamentary session the key articulation of Scottish sport 
policy has been ‘Sport 21: The National Strategy for Sport – Shaping 
Scotland’s Future’ which was published in March 2003.  Sport 21 (2003-07) 
represented an update on an earlier Sport 21 strategy which had been 
introduced in 1998.  Sport 21 established an approach for the development 
and delivery of sport in Scotland.  In particular the strategy established three 
visions of Scotland’s sporting future.  These were1: 
 

• a country where sport is more widely available to all  
• a country where sporting talent is recognised and nurtured  
• a country achieving and sustaining world class performances in sport 

In order to achieve these visions, the strategy set eleven targets which all 
stakeholders in the delivery of Scottish sport were intended to work towards.  
The targets, and the most recent data2 in relation to each of the targets (in 
italics), are detailed below. 
 
Sport 21 Targets 
 
Target 1 – 80% of primary schoolchildren to be physically active 
 
In 2003-04 75% of girls and 76% of boys of primary school age were 
physically active.  This compares to 77% of boys and 66% of girls in 1998/99. 
 
Target 2 – To make progress towards all schoolchildren taking part in at least 
two hours of high quality physical education classes a week 
 
Sportscotland makes the following comments based on information supplied 
by the Scottish Executive in relation to this target: 
In 2004/05, the average curriculum PE times were 70 mins per week in 
primary schools and 98 mins per week in the S1-S4 classes of secondary 
schools, with 5% of primary schools and 7% of S1-S4 classes in secondary 
schools meeting the two hour minimum provision (results for S5-S6 classes 
will be lower, but there is uncertainty about the fullness of returns for these).  
The average proportions of pupils attending these classes were not gathered, 
nor did the survey address the issue of “high quality”. 
 
Target 3 – 85% of those aged 13 – 17 to be taking part in sport, in addition to 
the school curriculum, more than once a week 
 

                                                 
1 Sportscotland (2003) ‘Sport 21 2003 – 2007: The National Strategy for Sport – Shaping 
Scotland’s Future’ p.8 
2 The most recent data in relation to the Sport 21 targets was published by Sportscotland in 
August 2006 – ‘Monitoring Update – 1 August 2006’ 
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Between 2003 and 2005 69% of those aged 13-17 were taking part in sport 
more than once a week outwith the school curriculum (decline from 79% 
between 1998 and 2000 and 71% between 2001 and 2003) 
 
Target 4 – 49% of those aged 14 plus in Social Inclusion Partnership areas to 
be taking part in sport at least once a week 
 
Between 2003 and 2005 39% of those aged 14+ in SIP areas were taking part 
in sport at least once a week 
 
Target 5 – 55% of those aged 17-24 to be taking part in sport more than twice 
a week 
 
Between 2003 and 2005, 39% of those aged 17-24 taking part in sport more 
than twice a week (There has been a decline in participation against this 
target from a high point of 49% between 1997 to 1999) 
 
Target 6 – 43% of those aged 45-64 to be taking part in sport at least once a 
week 
 
Between 2003 and 2005, 43% of those aged 45-64 were taking part in sport 
at least once a week (compared to 39% between 1994-96, 42% in between 
1999-01 and 42% between 2001-03) 
 
Target 7 – To have over 250 Scots being medallists on the world stage 
 
198 Scots medallists as of June 2006.  There were 238 Scots medallists 
between 1999 and 2003. 
 
Target 8 – To have over 500 sports halls available to the public so as to 
ensure that 70% of the Scottish population have access to a hall within 20 
minutes walk 
 
In 2004, 419 sport halls with access within a 20 minute walk for 65% of the 
Scottish population 
 
Target 9 – To have over one million of the Scottish population playing sport in 
membership of clubs 
 
Between 2003 to 2005, 991,000 of the population playing sport with club 
membership. (Participation has been in decline since between 2000-2002 
when participation peaked at 1,071,000). 
 
Target 10 – To sustain 150,000 volunteers in their contribution to the 
development and delivery of Scottish sport 
 
Between 2003 and 2005 146,000 adults volunteering at least once a week as 
compared to 146,000 adults volunteering between 2002-04 
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Target 11 – Every local authority’s community planning process to have 
contributed to the targets of Sport 21 2003-2007 
 
Sportscotland undertook a review of community plans in January 2005, the 
results of which showed little mention of sport 
 
The targets above, and the data associated with them, indicate that it may 
prove problematic to meet a number of the Sport 21 targets by 2007.  In 
addition against some of the Sport 21 targets there has been a decline in 
sports participation since the targets were set.  In relation to the Sport 21 
targets, Sportscotland stated: 
 

“The targets were determined on the basis of information available at 
the time – some of it limited or non-existent – and were deliberately set 
to be aspirational”3

 
The Scottish Executive’s summit on sport policy conference report 
commented in broader terms regarding participation levels.  It stated: 
 

“However, with the new millennium came fresh challenges. Instead of 
participation rates increasing, as had been anticipated in 1998, by 2000 
they were clearly in decline. Sport is currently competing for people’s 
interest alongside a wider range of leisure opportunities than has ever 
before been available. That this position is reflected across much of the 
western world leaves no room for complacency. It is vitally important to 
increase participation in sport, not only to secure our position as a 
successful sporting nation but to underpin our commitment to 
improving the nation’s health and social wellbeing”4. 

 
The implementation of Sport 21 has been overseen by a National 
Implementation Forum which is chaired by the Minister for Tourism, Culture 
and Sport5. 
 
In 2006 the Scottish Executive published research assessing the attitudes of 
the Scottish public with regard to sport, exercise and physical activity6.  The 
findings of this research are detailed in Annex One of this paper. 

                                                 
3 Sportscotland (2006) ‘Monitoring Update 1 August 2006’ 
4 Scottish Executive (2006) ‘Sport Summit Report’ p.4.  Accessible at: 
http://www.scotland.gov.uk/Topics/Sport/NationalStrategies/SportSummitReport

5 In addition to the Minister the forum also includes representatives of The Scottish Executive, 
Convention of Scottish Local Authorities, Scottish Sports Association and the governing 
bodies of sport in Scotland, The Voice of Chief Officers of Cultural Community and Leisure 
Services in Scotland (VOCAL), The Association of Directors of Education in Scotland (ADES), 
The Big Lottery Fund, The Scottish Association of Local Sports Councils, Universities 
Scotland, Youthlink, SkillsActive, The commercial sector, Scottish Natural Heritage, 
sportscotland, The Scottish Institute of Sport, The Glasgow Alliance, Scottish Council for 
Voluntary Organisations, and the Society of Local Authority Chief Executives.  Source: 
http://www.sportscotland.org.uk/ChannelNavigation/Our+activities/TopicNavigation/Sport+21/
The+implementation+process+to+date.htm
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Review of Sport 21 
 
The Scottish Executive announced in December 2005 that it would lead on 
the scheduled review of Sport 21.  The Scottish Executive summarised the 
purpose of the review as being to: 
 

“build on the established aim and 3 visions of Sport 21 and use Sport 21 
2003-2007 as a starting point to determine future delivery priorities, principles 
and milestones. It will take into account the need to secure legacies from 
2012 London Olympics and Paralympics and the 2014 Commonwealth 
Games bid and focus on production of a national delivery plan. This will 
consider the roles and responsibilities of key partner organisations throughout 
this period. Additionally it will consider existing arrangements for Sport 21 and 
make recommendations on actions required to progress delivery of the 2007 
targets. 

It is not the intention of the review to move away from the core aims of the 
Sport 21 vision, nor is it a wide ranging review of the sporting landscape in 
Scotland”. (Sportscotland web-site: 
http://www.sportscotland.org.uk/ChannelNavigation/Our+activities/TopicNavig
ation/Sport+21/2006+review+of+Sport+21.htm) 

 
A Steering Group was established to oversee the review of the Strategy 
comprising: 
 

Chair – Francesca Osowska (Head of Sports Division in the Scottish 
Executive Education Department) 

 
Members - 
Cllr Graham Garvie and subsequently Cllr Eric Gotts (COSLA) 
Stephanie-Ann Harris (City of Edinburgh Council) 
Stewart Harris (CEO Sportscotland) 
Ian Hooper (Glasgow City Council) 
Eamon John (East Lothian Council) 
Bill McInnes (Chair Scottish Basketball) 
Mike Roberts (CEO Scottish Gymnastics) 
Bruce Robertson (Highland Council) 
Stephen Wright (HIT Sport). 

 
In May 2006 the Minister for Tourism, Culture and Sport stated that she 
expected “to receive the Sport 21 Steering Group’s report over the summer 
and to be able to publish a report in the autumn”7 of 2006.  To date the review 
of Sport 21 has not been published however it is expected that the revised 
strategy will be published on 8 March 2007. 
 

                                                                                                                                            
6 Scottish Executive (2006) ‘Sport, Exercise and Physical Activity: Public Participation, 
Barriers and Attitudes’.  Accessible at: 
http://www.scotland.gov.uk/Publications/2006/09/29134901/0
7 PQ S2W-25848 – Answered 22 May 2006 
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A recent presentation8 by the Chair of the Steering Group to the Scottish 
Association of Local Sports Councils provided an indication of the broad 
themes likely to be contained within the revised strategy.  It is likely that the 
new strategy will have the same main objectives / vision as that of the 
previous strategy.  However the revised strategy may seek to address what 
may be considered the perceived failings of the 2003-07 version of Sport 21.  
These are considered to have been: 

• a lack of clarity regarding the roles and responsibilities of stakeholders 
engaged in delivering Sport 21 and a corresponding absence of 
accountability 

• a failure to tackle major issues 
• a lack of clear leadership and ownership in relation to the strategy 
• the setting of ambitious targets and a lack of systems to monitor the 

targets set 
 
The new strategy is intended to address these issues and also build upon the 
‘legacy opportunities’ available from the Olympic Games and Commonwealth 
Games bid.  In contrast to the two previous Sport 21 strategies which had 
been co-ordinated by sportscotland (or its predecessor in the case of the 1998 
version) the development of the new strategy has been led by the Scottish 
Executive.  The Conference Report on the Sport Summit hosted by the First 
Minister in September 2006 made the following remarks on this issue: 
 

“While the strength of Sport 21 lay in its ownership by Scottish sport 
the absence of clear leadership had by 2005 become a weakness.  
Scottish Ministers believe that if we are to progress towards our 
sporting goals, leadership and direction is essential and that this should 
be the role of the Scottish Executive” 9. 

 
The new strategy is expected to have two ‘national outcomes’ which are 
expected to be: 

1. Increase participation 
2. Improve participation 

 
The outcomes are likely to be underpinned by focussing support on four key 
areas: 

1. Improving the pathway 
2. Well trained people 
3. Strong organisations 
4. Quality facilities 

 
In particular it is expected that the revised Sport 21 strategy will set more 
clearly defined roles and responsibilities for the principal delivery 
organisations engaged in sport policy namely, the Scottish Executive, 
sportscotland, Sports Governing Bodies and local authorities. 

                                                 
8 The section below on the possible content of the future Sport 21 strategy is based on the 
Power Point presentation slides presented by Francesca Osowska. 
9 Scottish Executive (2006) ‘Sport Summit Report’ p.4.  Accessible at: 
http://www.scotland.gov.uk/Topics/Sport/NationalStrategies/SportSummitReport
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OTHER NATIONAL SPORT STRATEGIES 
In addition to Sport 21 there are a number of other sport policies which are 
central to the delivery of sport in Scotland.  These policies are briefly 
summarised below: 
 
National and Regional Sports Facilities Strategy 
 
The Scottish Executive’s sports facilities strategy seeks to develop a network 
of multi sports facilities across Scotland.  Details of the Scottish Executive’s 
sports facilities strategy can be accessed at: 
http://www.sportscotland.org.uk/ChannelNavigation/Resource+Library/Publica
tions/National+and+Regional+Sports+Facilities+Strategy.htm
 
The main aims of the strategy are to provide: 

• Regional indoor training facilities for athletics, football and rugby 
• Indoor sports arena with a 200 metre athletics track and facilities for 

other sports 
• Two municipal stadia 

 
To date 10 projects have received Stage 1 approval with Scottish Executive / 
sportscotland funding (via Exchequer and Lottery funding) expected to 
account for £50 million of the total expected cost of over £230 million.  The 
locations of the projects which have received Stage 1 approval to date are 
Aberdeen, Edinburgh, Falkirk, Glasgow, North Lanarkshire and Stirling10. 
 
Volunteering 
 
The provision of sport in Scotland relies heavily upon the willingness of 
individuals to volunteer their time and expertise to enable many sporting 
activities to take place.  The Scottish Executive estimate that there are around 
150,000 regular sports volunteers in Scotland11.  As outlined above Sport 21 
set a target for volunteering.  The Scottish Executive’s strategy on 
Volunteering12 seeks to increase the number of volunteers including those 
engaged in sport.  Recent research commissioned by the Scottish Executive13 
reached the following conclusions in relation to how sports clubs currently 
deal with volunteering: 
 

“Most clubs appear to have a relatively unsophisticated understanding 
of the value of volunteers and few clubs appear to be taking a 
structured approach to the recruitment and management of volunteers.  

                                                 
10 Scottish Executive (7/12/06) ‘Aberdeen gets £7m for sports facility’.  Accessible at: 
http://www.scotland.gov.uk/News/Releases/2006/12/07100121
11 Scottish Executive website (2007) ‘Volunteering’.  Accessible at: 
http://www.scotland.gov.uk/Topics/Sport/NationalStrategies/Volunteer
12 Scottish Executive ‘Volunteering Strategy: 2004-2009’  Accessible at: 
http://www.scotland.gov.uk/Publications/2004/05/19348/36990
13 Scottish Executive (2006) ‘The Sustainability of Local Sports Clubs in Scotland’.  
Accessible at: http://www.scotland.gov.uk/Publications/2006/08/25144425/0
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Similarly, few reported having volunteering policies, and none reported 
having a specific coordinator. 

 
Relatively few clubs appear to have policies of direct relevance to 
volunteers in place.  By some margin, the most common policy cited 
was in relation to child protection.  There is little evidence of 
development activities for volunteers, except those involved in 
coaching activities. 

 
Across the voluntary sector generally, organisations are reporting 
increasing difficulties in recruiting volunteers, and this pattern is 
repeated among sports clubs.  Around 40% of clubs surveyed identified 
difficulties in recruiting volunteers” (p. iv). 

 
Coaching 
 
The provision of skilled coaches is essential to the delivery of sport and to 
achieving many of the targets which were set out in Sport 21.  However it is 
widely recognised that there is a lack of coaches in Scotland.  For instance 
Sportscotland commissioned research14 indicated that: 
 

• “The number of coaches per 1,000 population in Scotland is the lowest 
in the UK. There are also fewer paid coaches in Scotland than the 
other home countries.  

• The percentage of active coaches who hold formal qualifications in 
Scotland remains low.  

• Coaching lacks equity. Women, individuals from black and minority 
ethnic groups and disabled people are under-represented, particularly 
at more advanced levels” (p.10). 

 
Sportscotland is currently reviewing the coaching strategy for Scotland with a 
new strategy expected in the summer of 200715 in line with the UK Action 
Plan for Coaching which is currently being developed.16

 
Active Schools Network 
 
Sportscotland have responsibility for rolling out the Active Schools 
Programme to all schools in Scotland as part of the Scottish Executive’s 
Healthy Living Campaign.  Funding of £12 million per annum is provided by 

                                                 
14 Vega Associates with Eilidh Nicholson (2006) ‘Coaching Scotland’ sportscotland.  
Accessible at: 
http://www.sportscotland.org.uk/ChannelNavigation/Resource+Library/Publications/Coaching
+Scotland.htm
15 Scottish Executive website – Coaching.  Accessible at: 
http://www.scotland.gov.uk/Topics/Sport/NationalStrategies/Coach
16 Details of the development of the UK Action Plan for Coaching can be accessed at: 
http://www.sportscoachuk.org/About+Us/UKCF/Introduction.htm
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Scottish Ministers to support the implementation of the network17.  The 
objectives18 of sportscotland in relation to the Active Schools Network are to: 
 

• Work closely with partners to put in place a national network that will 
enable all local authorities to effectively deliver Active Schools  

• Provide guidance and assistance with the recruitment, training and 
induction of enthusiastic professionals and volunteers  

• Invest in tools and resources such as TOP programmes and the Out of 
School Hours Learning Programme  

• Develop and strengthen links with a wider partnership network at 
national and local level (e.g. health, education, transport, community 
and voluntary sector). 

 
In January 2007 the Scottish Executive announced that physical activity and 
sport sessions in schools had increased by 53% at primary level, and 17% 
overall since the launch of the Active Schools Network in 200519. 

DELIVERY OF SPORT POLICY 
The preceding discussion of Sport 21 highlighted that the multiplicity of actors 
engaged in sport policy and a lack of clarity regarding their role in delivering 
Sport 21.  Sport 21 suggested that sport could assist in addressing the 
following policy agendas: 
 

• “to improve people’s physical and mental health and well being, 
including basic movement patterns, co-ordination and skill 

• promote and enhance education and lifelong learning 
• further social inclusion 
• promote active citizenship 
• combat anti-social behaviour 
• assist economic development 
• develop knowledge and understanding of the outdoor environment 
• provide inspiring role models and generate national pride”20 

 
Accordingly the range of public sector actors involved in delivering sport policy 
reflects the diverse range of agendas onto which sport impacts.  The following 
list of actors provides an indication of the range of organisations involved in 
delivering sport policy: 
 

• sport Scotland 
• UK Sport 
• local authorities 

                                                 
17 Scottish Executive News Release (9/1/07) ‘Children get more active’.  Accessible at: 
http://www.scotland.gov.uk/News/Releases/2007/01/09160807
18 Sportscotland website – Active Schools.  Accessible at: 
http://www.sportscotland.org.uk/ChannelNavigation/Our+activities/TopicNavigation/Active+Sc
hools/
19 Scottish Executive News Release (9/1/07) ‘Children get more active’.  Accessible at: 
http://www.scotland.gov.uk/News/Releases/2007/01/09160807
20 Sportscotland (2003) ‘Sport 21: 2003-2007: The National Strategy for Sport’ p.9 
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• New Opportunities Fund 
• sports governing bodies 
• schools, and 
• health boards 

FUNDING 
Whilst sport policy is delivered via a range of organisations the key national 
agency for the sector is sportscotland.  Whilst recognising the key role in 
funding sport performed by a number of organisations, notably local 
authorities, this section focuses upon the funding of sportscotland as the 
national agency with a key role in leveraging funds into the sector21.  Figure 
One details the Scottish Executive and Lottery funding of sportscotland in 
cash terms for the period 2000-01 to 2005-06.  Figure Two details the 
percentage share of sportscotland funding provided by these two sources for 
the same time period.  The graphs indicate that the total income of 
sportscotland increased consistently between 2000-01 and 2005-06 from 
£30.6m to £46.7m or by 52.6%.  However the balance between the 
contribution of Scottish Executive and Lottery support to sportscotland funding 
has shifted significantly over the same time period.  In 2000-01 Lottery 
funding accounted for 68.1% of sportscotland’s income.  By 2005-06 lottery 
funding had declined to 45.5% of the agency’s income. 
 

Figure One - Sportscotland Funding 2000-01 to 2005-06
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21 Funding figures are taken from sportscotland (2005) ‘The state of play 04/05: Annual 
Review’ p.44.  Accessible at: 
http://www.sportscotland.org.uk/ChannelNavigation/Resource+Library/Publications/The+state
+of+play+0405.htm
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Figure Two - Sportscotland Funding Sources
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The Scottish Executive Draft Budget for 2007-08 indicated that the budget for 
sportscotland would be £34.305m which represents a 1.8% increase in cash 
terms but a 0.9% decrease in real terms on funding in 2006-0722. 
 
In addition Members will be aware of representations which have been made 
to the Committee in recent weeks regarding concern at the potential impact 
on Lottery funding of finance being diverted to fund the 2012 Olympic and 
Paralympic Games in London.  For example the Scottish Council for Voluntary 
Organisations (SCVO) expressed their concerns as follows: 
 

“The National Lottery has already contributed £1.5 Billion towards the 
costs of the Games, a sum which is estimated to be a reduction in 
funding for good causes in Scotland of around £80 million. If further 
funds are diverted from Lottery funding to cover the £900 million 
increase identified, then the Big Lottery Fund (BIG) estimates that good 
causes in Scotland could lose out on a further £51 million. 

 
Illustratively, a £51 million reduction in funding for good causes would 
be equivalent to closing the BIG Scotland small grants fund, ‘Awards 
for All’, for 6 ½ years, resulting in 10,000 projects going unfunded. 
Alternatively a reduction in funding of this magnitude could close one of 
BIG Scotland’s four current investment areas. To put that into 
perspective, we know there are just over 50,000 voluntary 
organisations in Scotland. If a diversion of funds led to 10,000 projects 
going unfunded, the scale of this funding shortfall can be seen”23. 

                                                 
22 Scottish Executive ‘Draft Budget 2007-08’  Accessible at: 
http://www.scotland.gov.uk/Publications/2006/09/05131713/6
See also SPICe paper 06/66 ‘Draft Budget 2007-08: Enterprise and Culture Committee’ p.7  
Accessible at: http://www.scottish.parliament.uk/business/research/briefings-06/SB06-66.pdf
23 SCVO ‘Funding the Olympics: SCVO Written Briefing’  Letter to the Enterprise and Culture 
Committee sent 25 January 2007. 
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THEMES FOR DISCUSSION 
Some possible themes for discussion at the round table session include the 
following: 
 

• How does the revised Sport 21 strategy differ from previous versions? 
 
• What were the principal weakness in the Sport 21: 2003-07 strategy 

and how does the revised Sport 21 strategy address these? 
 

• To what extent do the panel consider that progress has been made 
during the period 2003-07 and in what areas has progress been made? 

 
• In the new strategy have realistic (as opposed to aspirational) targets 

been set and if so are there clear lines of responsibility regarding who 
will monitor and evaluate progress against the targets set? 

 
• What policies are being put in place to ensure that lasting legacies are 

obtained from the London Olympics and the Glasgow Commonwealth 
Games (if the bid is successful)? 

 
• The governance of sport policy is populated by a wide range of actors.  

How effective are the relationships, in the experience of the round-table 
attendees, between the main institutions engaged in delivering sport 
policies in Scotland i.e. Scottish Executive, Sportscotland, Sport 
Governing Bodies and local authorities? 

 
• What will be the impact of the London Olympics upon the funding of 

sport particularly for small, grass roots organisations that rely on 
Lottery funding 
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ANNEX ONE – SPORT, EXERCISE AND PHYSICAL ACTIVITY: PUBLIC 
PARTICIPATION, BARRIERS AND ATTITUDES 
 
Overview of findings 
 
1) Most Scots are not exercising enough 
2) People who do exercise regularly are doing so for a range of physical and 
mental health benefits as well as enjoying the activity involved 
3) Despite these benefits there are significant barriers preventing people 
exercising as much as they would like or as they should 
4) The main barrier to activity is time.  Two thirds of those who want to 
exercise more cite time as the major barrier.  The change most wanted by 
respondents to be able to fit activity in around their usual routine 
5) Overall, motivational issues and the accessibility and availability of facilities 
are considerably less important than the problems created by a lack of time 
and poor health. 
 
In addition to these findings some particular issues were raised in relation to 
particular social groups: 
 
Younger people – availability and accessibility of facilities impacts on the 
participation of those aged 16-34 much more than older groups.  Younger 
people are also more likely to be affected by motivational issues. 
 
Older people – Health problems increase with age and are by far the biggest 
barrier to participation for those aged 60+. 
 
People living in the most deprived areas – Motivational reasons affected 
people in deprived areas more than the general population.  Those living in 
the most deprived areas were no more likely to indicate that the accessibility 
or availability of facilities (including cost) were barriers to participation.  20% of 
those living in deprived areas stated that living in a safer neighbourhood 
would increase their participation levels as opposed to 9% of those living in 
the least deprived areas.  Lastly, those living in the most deprived areas were 
not as strongly convinced of the benefits of exercise in comparison to the 
population as a whole. 
 
Source: Scottish Executive (2006) ‘Sport, Exercise and Physical Activity: 
Public Participation, Barriers and Attitudes’ – Findings summarised by SPICe, 
p. 32-34. 
 

Stephen Herbert 
SPICe Research 

8 March 2007 
 

Note: Committee briefing papers are provided by SPICe for the use of 
Scottish Parliament Committees and clerking staff.  They provide focused 

information or respond to specific questions or areas of interest to committees 
and are not intended to offer comprehensive coverage of a subject area.   
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ENTERPRISE AND CULTURE COMMITTEE 
 

Research on the impact of EU structural funds programmes in 
Scotland from 1994-2006 – note by the clerk 

 
Background 
 
1. At the Enterprise and Culture Committee meeting of the 26 September 

2006, members agreed to commission external research on the impact of 
EU structural funds programmes in Scotland from 1994 – 2006.  

 
2. The Scottish Parliament Information Centre (SPICe) subsequently 

prepared a proposal for this research which was agreed by the relevant 
parliamentary authorities. They then invited bids from interested parties to 
submit a tender and The European Policy Research Centre at the 
University of Strathclyde was successful in its bid to carry out the 
research. 

 
3. The objectives of the research were agreed by the Committee as being to: 
 

 Provide a cross-Scotland synthesis of the impact of each of 
Scotland’s mainstream structural funds programmes during the 
1994-2006 period 

 Undertake an assessment of the direct impacts that the 
structural fund programmes have achieved for example in terms 
of job creation and investment 

 Identify good practice with regard to achieving value for money 
from the structural funds. 

 Undertake an assessment of the impact of a range of major 
structural funds projects undertaken in Scotland over the period 
1994-2006. 

 
4. The completed report is attached with these papers and will be presented 

to the Committee by Dr Sara Davies, Senior Research Fellow, and 
Professor John Bachtler, Director, European Policies Research Centre, 
University of Strathclyde, at the meeting of 13 March 2007.  

 
5. Note that the views expressed in the report are those of the EPRC 

based on its research and not necessarily the views of the 
Committee. 

 
Next steps 
 
6. The report will be highlighted in the Committee’s legacy paper and the 

Committee may wish to consider recommending that a successor 
committee continues to monitor progress and developments in delivering 
the structural funds in Scotland from 2007-2013. This may be an area 
where joint working with other parliamentary committees would be 
appropriate. 
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7. Copies of the research report will be sent to the Scottish Executive, 
Scotland’s MEPs and the European Commission for their information. 

 
 

Stephen Imrie 
Clerk to the Committee 
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PREFACE 

This report has been prepared for the Scottish Parliament Enterprise & Culture Committee 
with the aim of examining the impacts of the EU co-financed Structural Funds programmes 
in Scotland in the period 1994-2006. It has been drafted by Dr Sara Davies, Professor John 
Bachtler, Frederike Gross, Tobias Gross, Rona Michie, Heidi Vironen and Professor Douglas 
Yuill. The paper relies mainly on existing evaluations and studies of the Structural Funds 
programmes, as well as annual reports, although these sources are supplemented by a 
limited number of interviews with the Programme Management Executives and selected 
projects. 
 
The EPRC research team would like to thank the following people for their cooperation in 
researching and drafting this study: Alan Boyle, Darren Burns, Gillian Campbell, Marian 
Gardiner, Lorna Gregson-MacLeod, Anne Houston, Cameron Kemp, Sallyann Low, Fiona 
Loynd, Donald MacKinnon, Gordon McLaren, Sam McNaughton, Gordon Mann, and Susan 
Tamburrini. Helpful comments on an earlier version of the report were provided by Billy 
McLaren and Nigel Lindsay of the Scottish Executive. The team are also grateful to the 
Scottish Parliament officials who provided advice and support to the project: Iain McIver, 
Stephen Herbert, Nick Hawthorne and Simon Wakefield. 

 
 
 
European Policies Research Centre 
Glasgow, February 2007 
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EXECUTIVE SUMMARY 

The aim of this study was to examine the operation and impacts of the main European 
Structural Funds programmes (excluding Community Initiatives) in Scotland in the period 
1994-2006. The specific objectives were:  to assess the overall effects of the 1994-99 and 
2000-06 programmes; (b) to provide detailed analyses of a small number of Structural Funds 
projects; and (c) to identify examples of good practice and value-for-money.  

Funding and implementation 

Scotland received significant amounts of finance from the EU Structural Funds in 1994-2006, 
amounting to around €2.3 billion (at 2006 prices). This funding is small compared to 
Scotland’s total GDP and total public spending, but accounts for a relatively large 
percentage of total public resources dedicated to socio-economic development. 

Although there are extensive EU rules on the administration of Structural Funds resources, 
domestic authorities have a certain leeway to create implementation and delivery systems 
which fit their own circumstances. Different Member States and regional authorities take 
varied approaches, depending on their institutional frameworks and political preferences. 
Along with the need to ensure coherence with domestic systems, studies suggest that the 
most important factors in determining the performance of Structural Funds delivery 
systems include: the definition of roles and processes; relations between partners; the 
transparency of application and decision-making processes; and the quality of human 
resources for project implementation and monitoring. 

Distinctive features of the Scottish implementation system in 1994-2006 include: the 
‘challenge fund’ approach to resource allocation; the delegation of programme 
implementation tasks to quasi-autonomous agencies; the methods used for financing 
programme management and implementation; the numbers and types of beneficiary; and 
the strong emphasis on broad-based partnership. 

The effects of Scotland’s Structural Funds programmes in 1994-2006 

Extensive efforts have been made throughout the EU to develop systems and methods for 
assessing the impact of Cohesion policy funding. Macroeconomic models are used in Member 
States where EU funding is very large (e.g. 3-4 percent of GDP). In the rest of the EU, 
including Scotland, the main emphasis is on monitoring the outputs and results of funding, 
and on evaluating effects through the use of case studies. 

There are, however, some limits on information from monitoring systems and evaluations. 
In the 1994-99 period, monitoring systems in Scotland (in common with the rest of the EU) 
had distinct limitations, not least in terms of target-setting and data collection, leading to 
weaknesses in the availability and quality of monitoring data. In addition, the ex post 
evaluation for the UK’s Objective 1 programmes in 1994-99 did not include the Highlands & 
Islands as a case study, and thus provides only limited information on its performance. 

In the 2000-06 period, Scotland’s monitoring systems were improved, with the same core 
set of indicators and units of measurement used across all programmes. However, most 
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programmes will not finish until the end of 2008, so that monitoring data are incomplete. 
The ex post evaluations for 2000-06 will not be finished until the end of 2009. 

While caution is needed in the use of monitoring data, particularly for the 1994-99 period, 
quantitative information show a number of positive effects, including: 

• assistance for businesses, via the provision of both funding and advisory/technical 
services (estimated at around 81,000 firms in 1994-99, and around 72,700 firms by 
the end of 2005 in the 2000-06 period); 

• contributions to the creation and safeguarding of gross jobs, estimated at around 
114,300 in 1994-99 (jobs created and safeguarded), and around 60,300 (jobs 
created only) by the end of 2005 for the 2000-06 period; and 

• support for the creation of net jobs, estimated between 27,600 and 29,900 by the 
end of 2005 for the 2000-06 period. 

The difference between ‘gross’ and ‘net’ jobs is that the latter figures aim to take account 
of (negative) deadweight, displacement and substitution effects, as well as (positive) 
multiplier effects. Although net job figures are estimates, they are likely to provide a more 
realistic assessment of employment effects than do gross figures.  

However, quantitative data do not provide a comprehensive picture of the effects of 
Structural Funds programmes. In particular, these programmes aim to encourage long-term 
structural change, so that their full effects on, for example, job creation or business 
productivity may not be evident within the lifetime of the programmes. 

Evaluations and studies of Structural Funds programmes in Scotland find a number of 
positive qualitative impacts, notably: 

• multi-annual earmarking of development funding for specific locations, social 
groups and types of intervention; 

• as a consequence, in certain locations and policy-fields, the funding of more 
projects and larger projects, and more rapid completion of projects; 

• the levering-in of additional finance from other external sources; 

• the encouragement of new project ideas or better project quality, through EU 
rules, approaches and exchange of experience; and 

• improvements in the strategic orientation, efficiency and openness to new ideas of 
programme partners and project holders. 

Evaluations also note some negative effects, especially the additional bureaucracy and 
complexity of the Structural Funds approach when compared with domestic programmes. 
Problematic procedures include: project applications and appraisal; project claims and 
payment processes; monitoring requirements; delays in payments; eligibility constraints on 
projects or final beneficiaries; and the implementation of horizontal themes. 



The Impact of Structural Funds Programmes in Scotland, 1994-2006 

European Policies Research Centre  University of Strathclyde vii

From an international perspective, EU-level studies on the economic impact of Structural 
Funds programmes in Member States with the highest per capita allocations (Greece, Spain, 
Ireland and Portugal in 1994-2006) generally find positive effects on overall income levels. 
However, impact depends on factors such as the degree of openness to external trade and 
investment; the extent of supportive macroeconomic policies and institutional frameworks; 
and the efficient implementation of a coherent and well-designed Cohesion policy strategy. 

There is also evidence of positive microeconomic impacts in smaller Objective 1 regions, as 
well as under other Objectives, although the data in these cases are usually more limited 
and there is stronger reliance on qualitative case study evidence. 

International studies suggest that the Structural Funds programmes have played important 
roles in: providing additional resources for economic development; giving a profile to 
‘Europe’; promoting strategic thinking; and encouraging partnership and accountability. 

The impact of selected ‘good practice’ projects 

The projects selected for this study provide evidence of the breadth of interventions under 
Structural Funds programmes and of the diverse ways in which they contribute to Scotland’s 
socio-economic development. The five projects or sets of projects are: 

• Highlands & Islands: The Small Isles and Inverie Ferry Service; 

• East of Scotland: The Scottish Co-Investment Fund and the Sigma Innovation Fund; 

• South of Scotland: Regeneration of the Crichton Estate, Dumfries; 

• Western Scotland: The Atrium Business Centre, Coatbridge; and 

• Objective 3: The Quest for Employment Initiative, West Fife. 

Each project has contributed to the economic development of a specific area of Scotland. 
The projects have had immediate effects in terms of the provision of better transport and 
communications links, premises for firms, funding for technology-oriented start-ups, and 
packages of support for unemployed young people.  

In addition, the projects have brought longer-term benefits e.g. by: 

• acting as catalysts for broader development in their area, providing the basis for 
further private and public sector activities (Small Isles and Inverie Ferry Service, 
Coatbridge’s Atrium Business Centre, and the Crichton Estate in Dumfries); 

• changing the attitudes of individuals and groups, whether the mutual perceptions of 
small firms and private investors (East of Scotland’s risk capital funds), or the views 
of young unemployed people of work and education, and the attitudes of employers 
towards such young people (West Fife’s Quest for Employment); 

• achieving structural changes in the quality of life of individuals and communities 
(Small Isles and Inverie Ferry Service); 
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• providing long-term resources for their areas, whether in terms of infrastructure 
(Small Isles and Inverie Ferry Service, Coatbridge’s Atrium Business Centre, and the 
Crichton Estate in Dumfries), ongoing funding for new businesses (East of Scotland’s 
risk capital funds) or productive workers (West Fife’s Quest for Employment). 

Without Structural Funds resources, some of these projects would not have gone ahead at 
all (Coatbridge’s Atrium Business Centre, West Fife’s Quest for Employment Initiative, East 
of Scotland’s Sigma Innovation Fund, and possibly the Small Isles and Inverie Ferry Service). 
The remaining projects could have received some funding without EU support but would 
have proceeded at a smaller scale, at lower quality and sometimes at a later point in time.  

All of these projects are seen to have levered in additional funding from other public 
sources and private sector investors. Project sponsors and programme partners state that 
other funders were willing only to provide limited resources, due to perceptions of the risky 
character of the projects, notably the combination of high costs and uncertain profitability. 

The case studies are representative in terms of the themes financed, the geographical 
areas covered, and the target groups addressed. However, the study focuses on relatively 
large projects, with the aim of exploring systemic effects on economic development and 
drawing broader lessons. However, the programmes also finance many smaller projects, 
which are often worthwhile, although the effects of each project are more limited. 

It is difficult for this study to assess whether the case studies are typical in terms of their 
impact or added value because it focuses only on a very small sample of projects. However,  
evaluations provide examples of other ‘good practice’ projects. It should also be noted that 
issues of added value apply, not only at project level, but also in relation to the aggregate 
allocation of public spending for regional economic development. 

A number of broader lessons may be drawn from the case study projects for Structural 
Funds programmes in general, notably the importance of: 

• both leadership and partnership, as well as a commitment among partners to 
regenerating local/regional economies; 

• strategic planning, notably the identification of bottlenecks to development, and 
the creation of appropriate solutions; 

• a focus on longer-term effects, including follow-up public or private projects; 

• managed risk-taking, particularly for business-oriented projects; 

• effective financial planning and concern for value for money, while also taking into 
account the specific challenges facing structurally weak localities/regions; 

• linking different interventions and funding sources to maximise effects; and 

• complementing domestic policy frameworks, and addressing domestic policy gaps. 
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THE IMPACT OF STRUCTURAL FUNDS PROGRAMMES IN 
SCOTLAND, 1994-2006 

 

1. INTRODUCTION 

This study was undertaken by the European Policies Research Centre, on behalf of the 
Scottish Parliament’s Enterprise and Culture Committee, to examine the operation and 
impacts of the main European Structural Funds programmes (excluding Community 
Initiatives) in Scotland in the period 1994-2006. 

1.1 Research objectives 

 The specific objectives of the research project were:  

(a) to assess the overall effects of the 1994-99 and 2000-06 programmes in 
Scotland; 

(b) to provide detailed analyses of a small number of Structural Funds projects 
undertaken in Scotland between 1994 and 2006; and 

(c) to identify examples of good practice and value-for-money in European 
Structural Funds programmes in Scotland between 1994 and 2006. 

1.2 Research design  

The project was undertaken between mid December 2006 and early February 2007, and was 
divided into three main tasks:  

• Task 1 – a review of the frameworks for delivering and spending Structural Funds 
resources in Scotland; 

• Task 2 – an analysis of the performance of all Structural Funds programmes in 
Scotland in 1994-2006; and 

• Task 3 - an assessment of the effects of at least four major Structural Funds 
projects across Scotland, which are seen to provide evidence of good practice. 

The report provides both a quantitative and qualitative perspective on the impact of the 
Structural Funds. In addition to an analysis of the available data from evaluations and 
implementation reports, it also aims to capture qualitative effects, related to ‘added 
value’ issues such as strategic focus, leverage and innovation. 

These analyses are complemented by an international perspective as the performance of 
the Scottish programmes is compared with programmes in other EU countries and regions. 
This comparison draws on the results of EU evaluations, national evaluation data for other 
countries and previous research on the effects and added value of Structural Funds 
programmes across Europe. 
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The study draws heavily on existing evaluation reports. EU regulations stipulate that all 
Structural Funds programmes are subject to a series of evaluation studies: ex ante 
evaluations are undertaken as part of the process of preparing a new programme; mid-term 
or interim evaluations are undertaken at the programme’s mid-point; and ex post 
evaluations are undertaken after the programme has been completed. In addition, the 
2000-06 period introduced an obligatory update to the mid-term evaluation, to be 
undertaken by December 2005 (while the mid-term evaluation had to be completed by 
December 2003). Scottish authorities have often undertaken supplementary final 
evaluations for domestic purposes, rather than in response to EU rules. 

1.3 Research methods 

The work undertaken under each of the three core Tasks was as follows: 

Task 1 – Review of the Structural Funds frameworks in Scotland 

• a review of documentary evidence and existing studies of delivery frameworks in 
Scotland; 

• an overview of delivery and funding mechanisms in a number of other EU countries 
and regions, drawing on existing studies and previous EPRC research;  

• an assessment of the appropriateness and effectiveness of Scotland’s frameworks, 
drawing on this international comparison. 

Task 2 – Analysis of the performance of Structural Funds programmes 

• a quantitative assessment of the effects of each programme, based on information 
in programme evaluations and annual implementation reports;  

• a qualitative analysis of the ‘added value’ – or broader policy or operational effects 
- of Structural Funds’ programmes in Scotland, based on desk research; 

• a comparison of the effects of Scotland’s Structural Funds’ programmes in 1994-
2006 with the effects of similar programmes in other EU Member States and 
regions, drawing on desk research.  

Task 3 – Assessment of the effects of five selected case study projects 

• a quantitative assessment of the outputs and results of each case study project, 
drawing on monitoring and evaluation information; 

• a qualitative analysis of the broader socio-economic, strategic or policy effects of 
the selected projects, drawing on interviews with staff in Programme Management 
Executives and representatives of other relevant organisations. 

Further information on the research methods used is provided in the Annex to Section 1. 

 



The Impact of Structural Funds Programmes in Scotland, 1994-2006 

European Policies Research Centre  University of Strathclyde 3

 

1.4 Structure of the report 

Following this Introduction, the report is divided into three main sections. The goal of 
Section 2 is to provide an overview of the implementation and delivery structures of 
Scotland’s Structural Funds programmes in 1994-2006, and to compare them with the 
systems in place in other parts of the European Union. 

Section 3  assesses the effects of the different programmes, based primarily on existing 
studies and evaluations. In addition to examining the outcomes and impacts of the Scottish 
programmes, this section also places the Scottish experience in a broader context by 
drawing on evaluations and studies of the effects of Cohesion policy throughout the EU. 

Finally, Section 4 examines five projects (or sets of projects) that have been funded under 
the different Scottish programmes. Each of these demonstrates a range of benefits in terms 
of Scotland’s socio-economic development. Without the Structural Funds, it is very unlikely 
that some of these projects would have been financed. If the projects had gone ahead, it is 
probable that their scale or quality would have been reduced and that their timing would 
have been pushed backwards. 
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2. THE DELIVERY OF STRUCTURAL FUNDS IN SCOTLAND 

2.1 Introduction 

Scotland has been a major recipient of EU Structural Funds resources since the creation of 
the European Regional Development Fund (ERDF) in 1975. It was one of the first 
beneficiaries of the programme approach first introduced in 1984, and, since the reform of 
the Structural Funds in 1988, has received major allocations in the 1989-93, 1994-99 and 
2000-06 programming periods. As the volume of funding increased in the early 1990s, the 
authorities in Scotland put in place distinctive arrangements for managing and delivering 
the programmes, using ‘programme management executives’ to allocate the funding on a 
competitive basis. 

This section provides an overview of the frameworks for delivering and spending Structural 
Funds resources in Scotland in 1994-2006, a review of EU financial allocations, and an 
assessment of the appropriateness of these frameworks for ensuring that funds reached the 
best projects. It also includes a comparison of Scotland’s frameworks and practices with 
those of selected European countries/regions, with the aim of assessing the appropriateness 
and effectiveness of Scotland’s delivery and funding mechanisms relative to those of other 
parts of the EU. 

2.2 Financial allocations in 1994-2006 

Scotland received significant resources from the EU Structural Funds in the period 1994-
2006, with the entire country benefiting to varying degrees. It is difficult to provide a 
precise quantification of the amount of funding because not all funding allocated may 
actually have been spent, certainly in the 1994-99 period. Also in the UK (and in all Member 
States in 1994-99), a degree of uncertainty over the precise amounts of funding in domestic 
currencies is generated by exchange rate fluctuations. Lastly, funding has flowed to 
Scotland through a complex array of different EU objectives, programmes and Funds – the 
ERDF, European Social Fund (ESF), European Agricultural Guidance and Guarantee Fund 
(EAGGF) and the Financial Instrument for Fisheries Guidance (FIFG) (see Table 2.1). 

Table 2.1: The priority objectives of the Structural Funds 
Objectives 1994-1999 2000-2006 Funds 

1 development and adjustment of 
lagging regions 

development and adjustment of 
lagging regions 

ERDF, ESF, EAGGF, 
FIFG 

2 converting regions seriously 
affected by industrial decline 

economic and social conversion of 
areas facing structural difficulties 

ERDF, ESF 

3 Integration of persons excluded 
from the labour market 

adaptation and modernisation of 
policies and systems of education, 
training & employment 

ESF 

4 adaptation of persons excluded 
from the labour market 

Integrated into Objective 3 ESF 

5(a) adjustment of agricultural 
structures 

adjustment of agricultural 
structures 

EAGGF: Guarantee 
section 

5(b) development of rural areas Integrated into Objective 2 EAGGF: Guidance 
section 

Note: Objective 5(a) comprises support for farmers under the Common Agricultural Policy. 

Source: EPRC. 
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On the basis of the programme allocations, Scotland received c.£2.3 billion or €3.4 billion 
(at 2006 prices) of EU funding in 1994-2006 for the mainstream Structural Funds 
programmes1(see Table 2.2). An estimated £0.13 billion or €0.2 billion was also received 
under various specialised ‘Community Initiatives’ such as LEADER (rural communities), 
RECHAR and RESIDER (restructuring of coal and steel areas) and EQUAL (gender equality).  

Table 2.2: Funding allocations under Scotland’s Structural Funds programmes, 1994-99 
and 2000-06 
 Funding allocations 

million euro/ecu 
 1994-99 2000-06 
Highlands & Islands   
Objective 1 324  
Objective 1 Transitional  318 
   
Eastern Scotland   
Objective 2 (1994-96) 118  
Objective 2 (1997-99) 131  
Objective 5b (North-West Grampian) 39  
Objective 5b (Rural Stirling/Upland Tayside) 25  
Objective 2  262 
   
South of Scotland   
Objective 5b (Dumfries & Galloway) 48  
Objective 5b (Borders) 30  
Objective 2  76 
   
Western Scotland   
Objective 2 (1994-96) 286  
Objective 2 (1997-99) 306  
Objective 2  504 
   
Objective 3   
Objective 3 (1997-99) 94  
Objective 3 (2000-06)  514 
   
Objective 4 (1994-99) 14  
   
Total 1,401 1,674 
Notes: (a) Figures show EU allocations only, excluding public and private match funding. (b) Objective 
3 figures for 1994-99 are estimated from UK sterling data. (c) Data for 1994-99 are in 1994 prices 
(with figures for the two 1997-99 Objective 2 programmes converted from 1997 prices) and data for 
2000-06 are at current prices. (d) Objective 4 data are final claim data. 

Source: EPRC calculations based on programming documents. 
 
The amount of EU funding is small compared to total identifiable public expenditure in 
Scotland (around 0.4 percent in 2000-06)2 and total GVA (around 0.2 percent in 2000-06). 
Similarly, Structural Funds resources are dwarfed by the total expenditure of the Scottish 
Office/Executive; in 2000-06, Scottish Executive funding stood at c.£60 billion (in 2006 
prices), compared with Structural Funds resources of c.£1.1 billion. However, EU resources 

                                                 

1 Sterling figures are obtained by converted data from euros at the ECB’s published exchange rate for 
29 December 2006, of one euro = 0.6715 sterling. 
2 EPRC’s own calculations, drawing on HM Treasury (2006) Public Expenditure Statistical Analyses 
(PESA) 2006 Cm6911, HMSO, London, and the Office for National Statistics’ Regional Accounts, 
Economic Trends, London. 
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represent a relatively large proportion of the total public expenditure which is dedicated to 
socio-economic development, accounting for around 11 percent of identifiable public 
expenditure in Scotland under the headings of Enterprise and economic development, and 
Employment policies.  

Some 85 percent of Scotland’s population were in areas eligible for funding under these 
regional programmes in both the 1994-99 and 2000-06 periods. Apart from the regional 
programmes, significant EU funding was allocated to employment and training programmes 
under Objectives 3 and 4 (covering all areas except the Highlands & Islands). 

Table 2.3: The thematic focus of Structural Funds programmes in Scotland, 1994-2006 

 Business 
support 
(ERDF) 

Infra-
structure 
(ERDF) 

Community 
development 

(ERDF and 
sometimes 

ESF) 

Human 
resources 

(ESF) 

Rural 
development/ 

Fishing 
(EAGGF & 

FIFG) 

Highlands & 

Islands 

Obj. 1 1994-99 

Obj. 1 2000-06 

 

 

X 

X 

 

 

X 

X 

 

 

X 

X 

 

 

X 

X 

 

 

X 

X 

East of Scotland 

Obj. 2 1994-99 

Obj. 2 2000-06 

Obj. 5b 1994-99 

 

X 

X 

 

 

X 

X 

 

 

X 

X 

 

 

X 

 

 

 

 

X 

South of 

Scotland 

Obj. 2 2000-06 

Obj. 5b 1994-99 

 

 

X 

 

 

 

X 

 

 

 

X 

 

  

 

 

X 

Western 

Scotland 

Obj. 2 1994-99 

Obj. 2 2000-06 

 

 

X 

X 

 

 

X 

X 

 

 

X 

X 

 

 

X 

X 

 

Objective 3 

1994-99 

2000-06 

   

X 

X 

 

X 

X 

 

Source: Programming documents. 

Each of the Structural Funds has different rules on the use of funding. In 1994-2006, the 
Objective 1 programmes utilised funding under all four Funds and supported the broadest 
range of eligible activities. Objective 2 programmes could draw on both the ERDF and the 
ESF3 and were also able to assist an extensive set of projects, particularly those involving 
productive investment (business support) and infrastructure. The Objective 3 (ESF) and 
Objective 5b (ERDF/ESF) programmes were focused thematically, on human resources and 
labour market policies on the one hand, and on rural development on the other. Table 2.3 
provides an overview of the thematic focus of the programmes. 

                                                 

3 In 2000-06, the East of Scotland and South of Scotland Objective 2 programmes used ERDF only. 
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2.3 The Implementation of Structural Funds in Scotland in 1994-2006 

Structural Funds resources are delivered via multi-annual programmes agreed formally 
between the Member State and European Commission, and based on practical partnership 
among various organisations, particularly sub-national authorities, socio-economic partners, 
and other development bodies. Member States are required to ensure that EU funding is 
additional to domestic development spending, and to concentrate funds in order to 
maximise impact. All programmes are subject to extensive rules, for example in relation to 
project eligibility and selection, financial management and audit, and monitoring and 
evaluation. Programmes are divided into thematic priorities which in turn include several 
measures. Project selection criteria, as well as monitoring indicators and targets, are set at 
the level of these measures. 

EU Structural Funds regulations require the establishment of formal structures which 
undertake certain defined tasks, or the attribution of these tasks to existing organisations 
(see Table 2.3). The implementation systems for most Structural Funds programmes in 
Scotland in 1994-2006 were based on the following structure. The Scottish Office (1994-
1999) and subsequently the Scottish Executive had overall management responsibility and 
accountability for EU funding in Scotland; in the 2000-06 period, the Executive was referred 
to as the ‘Managing Authority’ by the EU. The Scottish Office/Executive also had 
responsibility for assessing claims and managing the payments system, referred to as the 
‘Paying Authority’ function in the 2000-06 period. 

Responsibility for delivering the Structural Funds programmes was largely delegated to 
Programme Management Executives (PMEs), whose administrative costs were financed 
partly by the programmes’ Technical Assistance budgets and partly by voluntary 
contributions from programme partners. This approach was first introduced in 1988 for the 
Strathclyde Integrated Development Operation in the former Strathclyde Region. The PMEs 
were generally established as companies limited by guarantee (although the South of 
Scotland PME is an independent unit of Dumfries & Galloway Council), and are each 
accountable to the programme’s Monitoring Committee and to the Scottish Executive (since 
2005 through a series of legally binding Operating Agreements).  
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Table 2.3: Formal bodies required for Structural Funds management under EU Regulations 
Body required under EU 
regulations 

Body in Scotland Tasks 

Managing Authority  

(EU regulation 1260/99 
Article 34) 

Scottish Executive Enterprise, Transport & 
Lifelong Learning Department (ETLLD), 
European Structural Funds Division 

Overall responsibility for managing the programme e.g. financial 
monitoring and control; drawing up annual implementation reports; 
organising the mid term evaluation; and ensuring that EU rules are 
respected 

Paying Authority  

(EU regulation 1260/99 
Articles 9 and 32) 

Scottish Executive ETLLD Submitting certified payment applications to the Commission; receiving 
payments from the Commission; making payments to the final 
beneficiaries 

Member State or nominee 
(EU regulation 1260/99 
Article 38) 

Scottish Executive ETLLD Financial control and audit 

Independent auditor  

(EU regulation 1260/99 
Article 38 §1(f)) 

Scottish Executive Internal Audit Unit End-of-period audit of the management and control systems 
implemented by the Scottish Executive as Managing and Paying Authority 
and the Programme Management Executives 

Monitoring Committee for 
each programme, with 
widespread participation  

(EU regulation 1260/99 
Article 35) 

Monitoring Committee for each programme, 
made up of participants from e.g. local 
authorities, the HE and FE sector, the 
voluntary sector, trade unions and 
employers’ organisations, and chaired by the 
Scottish Executive. Plus an observer from the 
European Commission. 

Oversees strategic planning and implementation; approves project 
selection criteria; reviews progress towards targets; discusses the annual 
implementation reports; agrees any amendments to programming 
documents 
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The PMEs have undertaken many of the core administrative tasks needed to meet EU and 
domestic rules and procedures, notably in relation to:  

• project applications (e.g. providing advice to applicants, undertaking initial 
assessments of the eligibility of applications, and issuing grant offer letters); 

• administering electronic monitoring systems for collecting and processing data on 
financial inputs and physical outputs and results;  

• carrying out physical checks on project expenditure and on progress towards the 
achievement of targets on outputs and results; 

• ensuring that rules in relation to monitoring, evaluation and publicity were met; 

• secretariat tasks for the programme monitoring committees’ (e.g. preparing 
agendas and annual reports, drafting minutes etc.).  

In addition, the PMEs have engaged in activities which are not set out in EU regulations but 
which have come to be seen as necessary for effective and strategic programme 
management. In particular, the PMEs: 

• encourage partner organisations to submit projects that conformed to the 
programmes’ strategic objectives (e.g. by mainstreaming the goals of sustainable 
development and equal opportunities); 

• assist partners with little experience in project development (e.g. in disadvantaged 
communities) with the process of project application; 

• facilitate the coordination and even merging of similar projects;  

• promote integration between the Objective 2 and 3 programmes, between different 
eligible areas, and between different funding sources. 

For the 2000-06 period, the PMEs were: 

• the Highlands & Islands (Scotland) Structural Funds Partnership (Inverness); 

• the East of Scotland European Partnership (based first in Dunfermline, latterly 
Inverkeithing); 

• the South of Scotland Partnership (Dumfries & Selkirk); 

• the Strathclyde European Partnership, for Western Scotland (Glasgow); and 

• the Objective 3 Partnership (Glasgow). 

During the 1994-99 period, the Objective 1 and 2 programmes were delivered by the PMEs 
in the Highlands & Islands, East of Scotland and Western Scotland. However, the two 
Objective 5b programmes in the East of Scotland area (for North-West Grampian, and Rural 
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Stirling and Upland Tayside) and the two Objective 5b programmes in the South of Scotland 
(for the Borders, and Dumfries & Galloway) were administered by the Scottish Office. For 
Objective 3, there was a UK-wide programme in 1994-96, which was managed by the UK’s 
Department for Education and Employment, and a Scottish programme in 1997-99 which 
was administered by the Scottish Office/Executive. The Objective 3 PME was set up in 1998 
with the task of preparing for the 2000-06 programme.   

As elsewhere in the EU, each programme was overseen by a Monitoring Committee with 
responsibility for strategic supervision of the funding. These committees were chaired by 
the Scottish Executive and included representatives of partner organisations, notably local 
authorities, development agencies, education bodies, economic and social partners, and 
the voluntary sector. 

The allocation of EU funding was based on a system of competitive bidding. Applicant 
organisations would submit applications for funding to the PMEs. After eligibility checks, 
the appraisal of project applications was then carried out by Advisory Groups, based on 
scoring criteria set out in programming documents. Advisory Groups were set up for each 
priority in each programme, with a range of participants from local authorities, the higher 
and further education sector, the voluntary sector, trade unions and employers’ 
organisations, and chaired by the PME. The Groups would make a recommendation on each 
project to the Programme Management Committee, acting as an operational sub-
committee of the Monitoring Committee. The Management Committee’s role was to 
undertake formal decisions on the approval of projects. It was chaired by the Scottish 
Executive, and its members represented a range of participants of the Monitoring 
Committee, with secretariat tasks undertaken by the PME. Lastly, award recommendations 
would be put to the Scottish Executive Minister for approval. 

2.4 Alternative implementation systems: other parts of the UK 

Public authorities in different parts of the EU take varying approaches to the channelling of 
funding, the allocation of responsibilities at programme and project levels, and the extent 
of partnership. In order to illustrate the diversity of practice, the following sections 
examine the different approaches to Structural Funds implementation, first in other parts 
of the UK and then in a selection of other Member States (Austria, Finland, Germany and 
Italy). These States were chosen because they represent a range of alternative 
implementation systems across the EU. 

2.4.1 England 

The overall management responsibility for the English Structural Funds’ programmes lies 
with central government ministries, but most implementation tasks in 1994-2006 were 
delegated to the regional Government Offices and other regional or local partners. The 
Managing and Paying Authorities for the English programmes are the Department for 
Communities and Local Government (DCLG) for the ERDF, the Department for Work and 
Pensions for the ESF, and the Department of Food and Rural Affairs (DEFRA) for the 
European Agricultural Guidance and Guarantee Fund (EAGGF) and the Financial Instrument 
for Fisheries Guidance (FIFG). For the 2007-13 period, responsibility for day-to-day 
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implementation is being moved from the regional Government Offices to the Regional 
Development Agencies in each of the English regions 

In 1994-2006, management and implementation structures differed slightly between 
Objectives and regions. Typically, however, each programme had a secretariat, either 
within the Government Office or a separate body (as in South Yorkshire, or Cornwall & the 
Isles of Scilly) set up in cooperation with other regional partners, which was responsible for 
day-to-day delivery. Programme secretariats were partly staffed partly by secondees from 
partner organisations, notably local authorities. The costs of running the secretariat were 
generally drawn from the programme’s Technical Assistance budget. The secretariat was 
accountable to the Programme Monitoring Committee, as well as to a Management Board, 
whose members were drawn from the Monitoring Committee.  

Partnership was wide-ranging, with Monitoring Committees and programme management 
boards including representatives of local authorities, business organisations, trade unions, 
development agencies, voluntary and community organisations, government bodies, higher 
and further education, and central State departments.  

As with the overall implementation structures, the funding mechanisms differed between 
Objectives and regions, with a combination of funding channels, including: 

• co-financed activity, whereby some funding was allocated to organisations (e.g. 
Learning and Skills Councils, Jobcentre Plus and sometimes Regional Development 
Agencies or local authorities) which made awards to final beneficiaries, often for 
100 percent of total project costs; 

• direct application to the Government Office, often via calls for application (with 
funding of up to 75 percent in Objective 1 programmes, up to 50 percent in 
Objective 2, and up to 45 percent in Objective 3); 

• intermediary bodies, which were awarded blocks of funding, which they then 
allocated via small grants of 100 percent of project costs, usually to community 
organisations; and 

• integrated plans, where blocks of funding were allocated to a specific area and 
theme, particularly urban regeneration, economic development, or community 
development, with each plan being coordinated by a local authority or local 
partnership, and funding being allocated through targeted calls for applications. 

Although there was a wide range of project applicants, most funding was allocated to 
public, quasi-public, voluntary or community organisations. Funding for private firms was 
generally focused on small or start-up businesses, on groups of businesses, or on projects 
involving both public and private sectors (e.g. innovation centres or cluster projects). 

2.4.2 Wales 

The National Assembly is the Managing Authority and Paying Authority for all programmes in 
Wales. Implementation is largely undertaken by the Wales European Funding Office (WEFO), 
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which was originally set up as a quasi-autonomous executive agency but in 2003 was taken 
into the Assembly’s civil service structure and now operates within the Assembly 
Government's Enterprise, Innovation and Networks Department. WEFO is responsible for 
encouraging new projects, assessing applications and deciding on funding allocations, 
making payments, and monitoring programmes and projects.  

Other key tasks in 1994-2006 were undertaken by local partnerships (at the level of local 
authority areas), made up of representatives of the public sector, business groups and trade 
unions, and the community and voluntary sector. These groups drew up strategic plans 
which identified local funding priorities. They also advised potential applicants on eligibility 
criteria and on the project’s fit with the local strategic plan; assisted applicants in 
developing applications; decided whether to provide formal support before applications 
were submitted to WEFO; and provided aftercare to successful applicants. In the case of 
projects of national relevance, WEFO and other national bodies could instead assist with 
project development.  

In addition, local partnerships contributed to the project selection process in the Objective 
2 and 3 programmes, by providing a qualitative assessment of applications, alongside the 
formal criteria-based assessment undertaken by WEFO. In the 2000-06 Objective 1 
programme, however, this qualitative assessment was instead undertaken by six Thematic 
Advisory Groups, made up of representatives of programme partners. These Groups also 
advised on strategic priorities, and oversaw programme delivery.  

These mechanisms were designed to ensure the active participation of a range of partners. 
Similarly, the programme Monitoring Committees in 1994-2006 had broad membership, 
including representatives from the public sector, business groups and trade unions, and the 
voluntary and community sector. In addition, the Committees drew on the expertise of 
other key bodies in the fields of the environment, equality, tourism and culture. 

Most funding was allocated via direct applications to WEFO following competitive calls for 
applications, on a priority, thematic or rolling basis. In addition, some ESF funding in the 
Objective 1 and 3 programmes was allocated via intermediary bodies (e.g. Wales Council 
for Voluntary Action, Wales Tourist Board, and Welsh Development Agency) and focused on 
the provision of small grants for small community groups and local partnerships. 

As in England, there was a wide range of project applicants but most funding was allocated 
to public, quasi-public, voluntary or community organisations. Funding for the private 
sector was usually targeted at small or start-up businesses, on groups of businesses, or on 
projects which involved participants from both public and private sectors. 

2.5 Alternative implementation systems: other parts of the EU 

The management and implementation of Structural Funds in other Member States reflects 
national constitutional arrangements and institutional structures, with major differences 
between countries reflecting size of population, the extent of devolution, eligibility for 
Structural Funds and the number of programmes. The following examples of Austria, 
Finland, Germany and Italy provide an illustration of the range of practice outside the UK. 
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2.5.1 Austria 

Austria is a federal State, where responsibility for regional policy is broadly located at the 
regional or state (Land) level. The Objective 1 and 2 programmes in 1995-20064 were 
managed by the individual Länder, while the Objective 3 programmes were managed by the 
Federal Ministry for Economics and Labour. 

Although departments in Land ministries undertook core Managing Authority tasks, they 
delegated responsibility for certain project-level implementation activities to intermediary 
bodies at the level of each measure of the programmes. Some of these bodies were 
departments of Land ministries, while others were development agencies, chambers of 
commerce or other regional agencies. These bodies were responsible for advising project 
applicants, receiving and assessing applications, checking payment claims and forwarding 
final beneficiaries’ claims to the paying authorities. 

A key feature of the Austrian approach is the strong degree of formal and informal 
coordination and cooperation between all relevant partners, particularly between the 
different Länder, and between the Land and federal levels of government. One outcome of 
this approach is that the Länder in 1995-2006 agreed to coordinate certain tasks at the 
federal level.  

First, Paying Authority and financial control tasks were undertaken by federal ministries - 
the Federal Chancellery for the ERDF, the Federal Ministry for Economics and Labour for 
the ESF, and the Federal Ministry for Agriculture, Forestry, Environment and Water for the 
EAGGF. In addition, the Länder also agreed that these federal ministries be responsible for 
managing all systems for monitoring financial inputs and physical outputs/results. The data 
in these systems were available to all Länder, as well as to key federal actors. 

Second, the Länder agreed that the Austrian Conference for Spatial Planning (ÖROK) should 
facilitate coordination between the Land programmes. ÖROK is a public agency, financed 
by Federal, Land and local authorities to coordinate activities in the field of spatial 
development. In 1995-2006, ÖROK acted as secretariat to all Monitoring Committees of the 
Land programmes, and also facilitated the transfer of information between programmes. 

There was also extensive cooperation within individual Länder. In addition to programme 
Monitoring Committees with wide-ranging membership, programmes also had a 
management committee which undertook coordinating and advisory tasks. It was chaired by 
the Managing Authority and made up of members from the Paying Authorities, the measure-
level intermediary bodies, regional socio-economic partners, regional agencies for 
environmental and equality issues, local development agencies, and ÖROK. 

A further important feature of the Austrian approach is that EU funding is ‘subsumed’ into 
federal and Land funding streams. Project applicants in 1995-2006 applied for funding 
under these streams and received a block of public funding, incorporating EU and domestic 

                                                 

4 Austria joined the EU only in 1995, along with Finland and Sweden. 
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co-financing (with domestic funds often being drawn from more than one source and 
combined by the intermediary body on behalf of the project applicant).  

A large percentage of funding under all programmes was allocated to businesses through 
State aid schemes, not only to start-ups and small-firms, but also to established medium-
sized firms. Further funding was provided for indirect support for businesses, in the form of 
advisory services and technology transfer. Some programmes also included funding for 
infrastructure projects (with projects often being implemented by local authorities) and/or 
for human resource development. 

2.5.2 Finland 

The management of Structural Funds in 1995-2006 was relatively centralised in Finland, 
although the regions played an important role in coordinating funding flows, overseeing 
local implementation and – to a limited extent – making decisions on projects. 

The Ministry of the Interior was the main government department responsible for 
overseeing regional policy in Finland, including Structural Funds programmes. It was the 
Managing and Paying Authority for the ERDF component of the programmes, while the 
Ministry of Labour took on these roles for the ESF, and the Ministry of Agriculture for the 
EAGGF and FIFG. In each programme area, Regional Councils were involved in the 
preparation of the Structural Funds programme. The Councils are made up of 
representatives of all municipalities in each region, and share responsibility for regional 
development policy with the central State. A co-ordination group is usually established at 
regional level, including representatives from each Regional Council in the programme 
area, as well as other regional actors, notably the socio-economic partners.  

In 1995-2006, the Managing Boards of the Regional Councils appointed a Regional 
Management Committee, which oversaw the implementation of the Structural Funds 
programme in each region. The Regional Council and its member municipalities (in Lapland, 
the Sami Parliament), the government authorities financing the programme, other 
government organisations, trade unions and business organisations took part on an equal 
footing. This approach reflects the well-established character of partnership working in 
Finland, with extensive cooperation and consultation during both the preparation and 
implementation of programmes.  

The most important task of the Regional Council is to approve the annual regional 
cooperation document, which defines how EU funds and the corresponding national funds 
are allocated between the different authorities in the region. In 1995-2006, these 
authorities included the Regional Council, the State Provincial Office, the Regional 
Environment Centre and other actors, notably the regional T&E centres (Employment and 
Economic Development Centres) which are joint regional bodies of the Ministry of Trade 
and Industry, the Ministry of Agriculture and Forestry, and the Ministry of Labour. The T&E 
centres provide a range of advisory and support services to businesses and individuals 
within the region. 
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Funding was channelled from the Paying Authorities to the relevant central State ministries 
and to the financing authorities operating in the programme areas. These actors then made 
funding awards to the project sponsors, allocating both Structural Funds resources and 
domestic co-financing. This funding could be combined with additional funding from, for 
example, private sources or the municipalities.  

Projects were chosen either by the Regional Management Committee, the T&E centres and 
the socio-economic partners, or by the T&E centres alone. Normally, the Regional 
Management Committee was directly involved only in approving projects that covered a 
number of areas, large projects, or projects seen to be of significance for the development 
of the region as a whole. Project applicants represented a wide range of organisations, 
including businesses, educational institutions, municipalities, job centres, non-
governmental organisations, and environmental centres.  

2.5.3 Germany 

Germany is a federal State where responsibility for regional policy is allocated to the 
regional (Land) level. Most Structural Funds resources in 1994-2006 were therefore 
managed by the individual Land governments, although there were also some federal 
programmes. For example, in 2000-06 there were two federal multi-regional Objective 1 
programmes (for large transport infrastructure, and for active labour market policy), as 
well as a federal Objective 3 programme. 

Management and delivery tasks were generally undertaken by civil servants in federal or 
Land ministries (and associated bodies e.g. Land Investment Banks). In a minority of cases 
(e.g. Nordrhein-Westfalen), an external agency was contracted to act as a ‘technical 
secretariat’ and to undertake certain administrative tasks e.g. in relation to financial 
management and monitoring, preparing papers and reports. However, even in Nordrhein-
Westfalen, the Land Ministry for Economics, SMEs and Energy remained the Managing 
Authority and undertook all strategic and political tasks. 

EU funding was subsumed into existing federal and Land funding streams, whether into 
specific budget lines, for example in the fields of infrastructure and human resource 
spending, or into programmes under which businesses and other actors could apply for 
grants. Certain components of expenditure (e.g. some types of infrastructure spending) 
were channelled to the local authorities, which are responsible, for example, for local 
transport networks. This meant that applicants applied for funding from Land or federal 
schemes and were allocated the full component of public funding, including EU resources. 

The extent of cooperation with partners outside the core public authorities in 1994-2006 
varied between Länder, although all Managing Authorities consulted other organisations on 
strategic issues. Partnership had a number of different aspects, with well-established 
institutional mechanisms in place for ensuring coordination between Land and federal 
levels, as well as between different Land ministries. There was also effective cooperation 
between the Managing Authority and the various intermediary bodies which were 
responsible for administering the domestic programmes or schemes into which EU funding 
was channelled. These intermediary bodies could include local authorities and development 
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agencies, as well as departments in federal and Land ministries. Lastly, Managing 
Authorities consulted and cooperated with business representatives, trade unions and 
voluntary organisations (notably women’s groups and environmental organisations). 
However, the degree of cooperation varied; for example, while all of these actors were 
represented on Monitoring Committees, in many Länder they did not have voting rights. 

Applicants were generally well-established public or quasi-public organisations, or private 
businesses, both start-ups and existing firms. In some programmes, a small amount of 
funding was allocated to community groups under the heading of social inclusion, generally 
under existing federal or Land schemes for urban regeneration.  

2.5.4 Italy 

Italy combines a tradition of central State intervention in southern Italy with strong 
municipal authorities and more recently created regional authorities. Objective 1 funding in 
1994-2006 was divided between national thematic and regional programmes, managed 
respectively by central State ministries and regional authorities, and coordinated by the 
national Ministry of Regional Development. Objective 2 programmes were managed by 
individual regional authorities, while Objective 3 funding was divided between regional 
programmes and a national programme managed by the Ministry of Labour. 

Core Managing and Paying Authority tasks for each programme were undertaken by 
departments in a national ministry or regional authority, particularly financial 
management, monitoring, coordination, and secretariat support for the Monitoring 
Committee. However, responsibility for implementing individual measures (e.g. project 
eligibility checks, and the collection and checking of project-level data) was usually 
delegated to other units in national or regional authorities. In addition, various working 
groups were set up, for example, to coordinate thematic interventions in the Objective 1 
national and regional programmes, or to assess and select projects under specific measures. 
A final key set of structures was the network of units for evaluating and assessing public 
investments, which undertook key strategic tasks on behalf of the regional and State 
administrations.   

EU funding was channelled through existing public strategies and programmes at national, 
regional and local levels. The State budget earmarked resources to be used for domestic 
co-financing, and additional co-financing resources could be drawn from the State’s 
domestic budget for regional development policy, as well as from the mainstream budgets 
of different public entities. Significant amounts of funding, particularly in the Objective 1 
programmes, were allocated via existing policy strategies, and project sponsors were 
located in public or quasi-public authorities. Private firms were also major recipients, 
although funding was redirected largely towards small and medium-sized firms in 2000-06. 

The Structural Funds programmes generated extended partnership mechanisms. Monitoring 
committees had widespread membership. In the Puglia region in 2000-06, for example, the 
Monitoring Committee included representatives of: central State ministries; Managing 
Authority and several other regional government departments; regional environmental and 
equality organisations; the Managing Authorities of each of the national Objective 1 
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programmes; three representatives from local authority associations; eleven 
representatives of socio-economic partners and two voluntary organisations; the European 
Commission and the European Investment Bank. Some programmes had an additional 
committee with a broader membership of socio-economic partners, which selected 
representatives for the programme Monitoring Committee, and which the Managing 
Authority consulted on issues such as programme planning and strategic change. 

2.6 Assessment of the Scottish system 

2.6.1 Distinctive features  

In an international context, Scotland’s system for delivering Structural Funds resources in 
1994-2006 had several distinctive features, notably: the ‘challenge fund’ approach to 
resource allocation; the delegation of programme implementation tasks to quasi-
autonomous agencies; the methods used for financing programme management and 
implementation; the number of beneficiary organisations; and the emphasis on broad-based 
local partnerships. 

(a) ‘Challenge fund’ approach to resource allocation. In 1994-2006, Scotland’s Structural 
Funds resources were allocated via a competitive ‘challenge fund approach’. Project 
applicants would develop an idea and bid for Structural Funds resources from the PME, and 
they were responsible for obtaining complementary domestic match funding. PMEs often 
contributed to project generation by encouraging certain organisations to apply for funding, 
by facilitating cooperation between project applicants with complementary ideas, and by 
assisting actors to formulate good project applications. 

As the above review indicates, in many other countries and regions, EU funding has instead 
been ‘subsumed’ into existing public funding streams or programmes. Under these 
‘subsumed’ approaches, Structural Funds resources for areas such as infrastructure and 
training support are allocated directly to intermediary organisations responsible for 
implementing certain types of interventions and earmarked for specific projects. Other 
funding (especially business support) is allocated in response to project applications. These 
approaches involve a form of co-financing whereby the intermediary organisations provide 
the match-funding, enabling them to offer successful applicants a grant for the project’s 
full public funding, drawing on both EU and domestic public resources.  

(b) The delegation of programme implementation tasks to quasi-autonomous agencies. 
As noted above, Structural Funds administration in Scotland in 1994-2006 was largely 
delegated to PMEs operating on behalf of the formal Managing Authority, the Scottish Office 
/ Executive. In the case of the PMEs for Objective 3, Western Scotland and East of 
Scotland, these have been run as companies limited by guarantee with their own boards, 
while the Highlands & Islands PME has operated as a company limited by guarantee with 
charitable status and the South of Scotland PME has been an independent unit of Dumfries 
& Galloway Council. Structural Funds programmes in many other parts of the EU have been 
administered by civil servants or similar public employees, although some technical tasks 
were out-sourced to external agencies. Particularly in the case of larger programmes, there 
have also often been thematic intermediary bodies (again, usually governmental or other 
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public agencies) which take on responsibilities for overseeing project selection and 
monitoring activities for specific measures. 

(c) The methods used for financing programme management and implementation. In 
1994-2006, the Scottish PMEs were financed partly by a management fee – latterly 
becoming voluntary management contributions - levied on project sponsors (based on the 
percentage of total resources allocated), and partly from EU resources via the programmes’ 
Technical Assistance budget. Under EU rules, Technical Assistance funding can be used to 
co-finance programme support, particularly in the form of seminars, evaluations, and the 
acquisition and installation of computerised systems for monitoring purposes.5 It cannot be 
used to co-finance day-to-day administrative costs but may finance the costs (including 
staff costs) of preparing, selecting, appraising and monitoring projects; preparing meetings 
of monitoring committees and sub-committees; and undertaking audits and on project 
visits.  

Where Structural Funds programmes have been administered by civil servants, many 
delivery costs are absorbed by the ministries or departments concerned, although Technical 
Assistance funding is used to co-finance certain costs, particularly when technical tasks 
(e.g. relating to financial monitoring) are outsourced. In other situations, Technical 
Assistance funding is largely used to fund seminars, evaluations and IT systems. Outside the 
UK, project sponsors have not generally contribute to administrative costs via management 
fees. 

(d) The number and types of project beneficiary. A distinctive characteristic of the 
Scottish system in 1994-2006 has been the large number of beneficiaries relative to the 
total amount of funding (in some programmes running to hundreds of organisations). 
Further, in Scotland (in common with other parts of the UK), a significant percentage of 
funds has been  allocated to entities with limited administrative capacities (e.g. voluntary 
organisations, small firms). This was linked to the thematic focus of the programmes, 
notably the strong emphasis on community development, social inclusion, and support for 
start-ups or small firms. This focus on certain types of theme and certain types of project 
sponsor in 1994-2006 has had implications for the types of activities undertaken by 
implementing organisations. The number and range of project beneficiaries ensured that 
the Structural Funds have had extensive accessibility, visibility and local involvement, but 
it also generated a significant administrative workload for the PMEs; in particular, it has 
required PMEs to place a strong emphasis on supporting project generation and project 
level capacity building, as well as aftercare. 

In contrast, Structural Funds programmes in many other parts of the EU have allocated 
funding to fewer beneficiaries relative to total funding, especially under ‘subsumed’ 
systems where funding is channelled through domestic funding streams or intermediary 
organisations. Also, many other programmes have not allocated funding for community 
development (apart from ESF funding directed at social inclusion), and have generally 

                                                 

5 European Commission (2000) Commission regulation No 1685/2000 of 28 July 2000 laying down 
detailed rules for the implementation of Council Regulation (EC) No 1260/1999 as regards eligibility 
of expenditure of operations co-financed by the Structural Funds, Official Journal L 193/39, Brussels. 
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targeted a significant amount of funding at infrastructure, business support (including State 
aid), and training programmes. Project sponsors have usually been public authorities (in the 
case of infrastructure and training), or existing firms. Although such entities need some 
support from programme administrators in applying for funding and dealing with EU rules, 
they usually have relatively good administrative capacities. 

(e) Strong emphasis on broad-based partnership. Lastly, the Scottish approach in 1994-
2006 placed a strong emphasis on the widespread participation of a range of organisations. 
Indeed, the European Commission frequently cited the Scottish system as a ‘model’ in this 
regard. As noted above, partners have not only been involved in the programme Monitoring 
Committees but also in programme Advisory Groups and programme Management 
Committees, which were jointly responsible for project selection. This approach  
emphasised the need for decisions to be based on consensus and bottom-up strategies.  

EU rules stipulate that all programmes must involve a range of organisations (e.g. local 
authorities, business groups, trade unions, and voluntary groups). In many countries and 
regions, however, programmes have been led by a strong State or regional ministry with a 
clear strategic view, so that partners are consulted, rather than taking a primary role in 
decision-making. Moreover, in large programmes where implementation tasks are 
undertaken by diverse State or regional ministries (e.g. as intermediary bodies), the 
primary focus has often been on ensuring cooperation and agreement between these 
entities. In such cases, other organisations are also involved in the programme but have gad 
a secondary role.  

2.6.2 The efficiency of the Scottish system 

Comparisons of the efficiency of the implementation of the Scottish system relative to 
implementation systems in other countries are difficult to make. An EPRC study of different 
resource allocation systems for delivering Structural Funds compared the ‘differentiated’ 
approach in Scotland and parts of Belgium, the Netherlands, Denmark and Sweden, with 
‘subsumed’ systems that are characteristic of Austria, Germany and Spain (see Table 2.4). 
It concluded that each type of system had a mix of advantages and disadvantages. On the 
one hand, differentiated systems offer a coherent approach to Structural Funds 
implementation through a single administrative structure, which is visible, transparent and 
accessible to applicants. However, such systems tend to be administratively costly, and 
there are potential conflicts of interests through the involvement of partners in the 
selection process. Subsumed systems, on the other hand, tend to be simpler and less 
expensive to administer, and may allow EU funds to be better coordinated with domestic 
policies. Nevertheless, they may inhibit strategic coherence within the Structural Funds 
programme and can be less transparent. 

The issue of implementation efficiency was also examined in a recent study for the 
European Commission which tried to assess whether there was a relationship between the 
efficiency and effectiveness of Structural Funds implementation and the degree of 
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centralisation/decentralisation and subsumed/differentiated approaches.6 The study 
concluded that there was no clear evidence of one type of system being more efficient than 
another; the critical factors determining performance in all systems were the definition of 
roles and processes, the relationships between partners, the transparency of application 
and decision-making processes, and the availability of human resources to support project 
implementation and monitoring. 

Within Scotland, the efficiency of the PME approach was examined systematically on three 
occasions during the 1994-2006 period. The first review was undertaken in 1999-2000 to 
assess the appropriateness of the PME model following devolution.7 The second review was 
a value-for-money assessment of the PMEs commissioned by the Scottish Executive in 2003-
2004 following concerns about performance on the part of the European Court of Auditors 
and the European Commission’s DG EMPLOYMENT.8 Both reviews identified shortcomings in 
the operation of some of the PMEs but concluded overall that the ‘PME model’ was 
advantageous for Scotland; the VFM study showed the PMEs to be efficient on most 
benchmark indicators compared with other UK and international organisations. 

The third and most recent Scottish assessment was undertaken towards the end of the 
2000-06 as part of the Scottish Executive’s planning and consultation on implementation 
arrangements for Structural Funds in the 2007-13 period.9 In a context where the Executive 
wanted to explore alternative implementation mechanisms to achieve greater strategic 
alignment, greater tactical fit, value-for-money and impact, the study identified delivery 
options for Scotland drawn from the experiences of other parts of the UK and other Member 
States.  

The study was one of a number of factors which prompted the Scottish Executive to replace 
the PME model used in 1994-2006 with a new system. One important reason was that, in 
2001/02, the European Court of Auditors had expressed criticisms that the process by which 
the PMEs were appointed was insufficiently transparent and accountable. A second factor 
was the reduction in EU funding in 2007-13 and the removal of the voluntary contribution 
system for the new programmes. These factors led the Scottish Executive to rationalise the 
Scottish programmes and to opt for a system of competitive tendering for appointing new 
delivery bodies. 

                                                 

6 Austrian Institute of Spatial Planning with LRDP and IDOM (2003) A Study of the Efficiency of the 
Implementation Methods for Structural Funds, Report to the European Commission, Austrian Institute 
for Spatial Planning, Vienna. 
7 Scottish Executive (2000a) Report of the Steering Committee of the review of the Programme 
Management Executives, Edinburgh. 
8 DTZ Pieda (2004) VFM Financial Assessment of Programme Management Executives in Scotland, 
Report to the Scottish Executive, DTZ Pieda, April 2004. 
9 Hall Aitken (2006) Making every euro count. Final report on EU Structural Funds administration 
options for Scotland, Hall Aitken, Glasgow. 
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Table 2.4: Comparison of different Structural Funds’ implementation systems 

Subsumed systems - allocation through existing domestic systems (e.g. Austria, Germany, Spain) 

Administrative Implications 

 Quick establishment of systems at the start of 
Structural Funds period. 

 Fast and efficient implementation through 
established channels and expertise. 

 No need for dedicated publicity for Structural 
Fund programmes or new selection procedures. 

 Streamlined form-filling - usually one set of 
application forms for domestic and EU portions of 
financing for businesses. 

? High administrative burden for Structural Fund co-
ordinators working with many funding agencies (100+ 
actors involved in decision-making in NRW; 160 schemes 
receiving Structural Funds support in Austria) 

Strategic Implications 

 Projects are appraised and decisions made by 
specialists/experts.  Not always the case in 
differentiated programmes, where generalist 
secretariats often do some appraisal. 

? Potential lack of overall coherence.  Difficult to assess 
projects relative to the overall portfolio. 

? Lack of integration of ERDF and ESF applications  

? Difficult to involve specific interest groups.  

? Difficult for the Structural Funds co-ordinating office to 
influence administration of funding 

Transparency Implications 
 System is straightforward for businesses, which 

apply once for funding and do not have to 
concern themselves with the intricacies of 
different sets of rules for different funds. 

? The overall visibility of Structural Funds monies and 
programmes may be limited  

? Potential lack of transparency about how decisions are 
actually made - no-one has an overview 

? Potential inconsistencies in use/application of eligibility 
criteria  

Differentiated systems - with specific Structural Funds systems (e.g Scotland, Flanders, Netherlands) 

Administrative Implications 
 A single decision-making system is applied for a 

wide range of interventions.  Changes to the 
whole system can be made relatively easily. 

? Unfamiliarity of system when it is first introduced,  
leading to delay.  

? Large administrative load for some Structural Funds 
programme secretariats and partners involved in 
project assessment and decision-making. 

? Cost of establishing and running a separate system. 

Strategic Implications 

 Potential for greater strategic coherence 
between the actions supported by the 
programme.  Possible to maintain an overview. 

? Some actors will play a part in preparing and/or taking 
decisions in areas where they have limited expertise. 

Transparency Implications 

 Greater visibility of Structural Funds programmes. 

 Easier to determine how Structural Funds 
resource allocation decisions are taken. 

? Possible conflicts of interest where the partners 
involved in a partnership-based selection mechanism 
are also applicants and beneficiaries. 

Source: Taylor S, Bachtler J and Rooney M-L (2000) Implementing the New Generation of 
Programmes: Project Development, Appraisal and Selection, IQ-Net Paper, European Policies 
Research Centre, University of Strathclyde, Glasgow.  
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In the 2007-13 period, therefore, Scotland will have only two programme areas – Highlands 
& Islands and Lowland & Upland Scotland (covering Eastern, Southern and Western 
Scotland) - each with an EDRF and an ESF programme. Under a two-tier implementation 
system, part of the future funding will be channelled through a ‘commissioning system’ i.e. 
allocated directly to so-called Intermediary Delivery Bodies (such as the development 
agencies, community planning partnerships and other bodies) and partly through a 
challenge-fund system overseen by two new Intermediary Administrative Bodies, one for 
each programme area.10 

2.7 The key findings of this section 

Scotland received significant amounts of finance from the EU’s Structural Funds in 1994-
2006, amounting to around €2.3 billion (at 2006 prices). This funding is small compared to 
Scotland’s total GDP and total public spending, but accounts for a relatively large 
percentage of total public resources dedicated to stimulating socio-economic development. 

Although there are extensive EU rules on the administration of Structural Funds resources, 
domestic authorities have a certain leeway to create implementation and delivery systems 
which fit their own circumstances. Different Member States and regional authorities thus 
take varied approaches, depending on their own institutional frameworks and political 
preferences. Along with the need to ensure coherence with domestic systems, studies 
suggest that the most important factors in determining the performance of Structural Funds 
delivery systems include: the definition of roles and processes, relations between partners, 
the transparency of application and decision-making processes, and the quality of human 
resources for project implementation and monitoring. 

Distinctive features of the Scottish implementation system in 1994-2006 include: 

• the ‘challenge fund’ approach to resource allocation; 

• the delegation of programme implementation tasks to quasi-autonomous agencies; 

• the methods used for financing programme management and implementation; 

• the numbers and types of beneficiary; and 

• the strong emphasis on broad-based partnership. 

 

                                                 

10 Although at time of writing (February 2007), the new delivery arrangements have been established, 
the new Structural Funds programmes for 2007-13 will not be operational until they are approved by 
the European Commission. In the interim, the Scottish Executive is running a ‘shadow round’ of 
funding for certain ESF beneficiaries. 
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3. THE EFFECTS OF SCOTLAND’S STRUCTURAL FUNDS 
PROGRAMMES 

3.1 Introduction 

A central question of this study is what impact the Structural Funds have had in Scotland. 
This section examines the performance of Structural Funds programmes in Scotland in 1994-
2006. For the 1994-99 period, this analysis is based primarily on existing ex post and final 
evaluations while, for the 2000-06 period, the analysis draws on the mid-term and updated 
mid-term evaluations, as well as the annual implementation reports.  

It should be noted that there are limits on the availability and quality of data. In the 1994-
99 period, the Structural Funds approach to monitoring the outputs, results and impacts of 
interventions was still under-developed. In an EU context, the Scottish monitoring systems 
in 1994-99 were stronger than in some other Member States and regions, but there were 
still clear weaknesses in target-setting and data collection. Moreover, the ex post 
evaluations for 1994-99 – undertaken on behalf of the European Commission – were limited. 
In the case of the UK-level ex post evaluation of the Objective 1 programmes, the Highlands 
& Islands was not selected as one of the two UK case studies, and the evaluation is 
therefore not very informative on the impacts of the programme.  

Monitoring systems have significantly improved in the 2000-06 period. However, it is still 
early to judge the programmes’ full impact. The latest data available are for the end of 
2005, whereas spending under most programmes will continue until the end of 2008, and 
the European Commission’s ex post evaluations will not be undertaken until after that date. 
Moreover, many 2000-06 programmes did not start until 2001 due to delays in gaining 
European Commission approval. Again, this was an EU wide issue, rather than a specific 
Scottish problem. 

The following sections draw on the data available to provide a quantitative assessment of 
the effects of each programme, based on information in evaluation documents, as well as a 
qualitative analysis of the ‘added value’ of Structural Funds’ programmes in Scotland. They 
also examine whether programmes have had broader policy and operational effects, for 
example by raising funding for certain locations or social groups, leveraging in funding from 
external sources, or improving cooperation and coordination between governmental and 
non-governmental agencies. 

In order to assess the performance of Scottish programmes in relative terms, the report 
compares the effects of Scotland’s Structural Funds’ programmes in 1994-2006 with the 
effects of similar programmes in other EU Member States and regions. In so doing, the 
analysis draws on international evaluation studies and the researchers’ existing knowledge 
of other programmes. 

Fuller details on each programme are provided in the Annex to Section 2. 
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3.2 Methods used for assessing the effects of EU Cohesion policy  

There have been extensive efforts throughout the EU to develop systems that would allow 
the socio-economic and other effects of EU Cohesion policy to be assessed. In the case of 
the Cohesion countries, where EU funding can amount to 3-4 percent of total GDP, 
macroeconomic models are used to evaluate impact. The two main models used are the 
Commission’s own QUEST II model, and the HERMIN model developed by Ireland’s Economic 
and Social Research Institute.11 The two models make different assumptions as to the 
demand-side effects of public expenditure and thus show different short term results, but 
show similar outcomes for the longer term impact of EU funding on productive structures.  

In the case of smaller programmes, such as those implemented in Scotland, it is difficult to 
construct and use such models for assessing impact because: 

• the scale of funding is relatively low both in absolute terms and as a percentage of 
GDP, so that macro-regional effects are difficult to discern; and 

• more complex models are needed to take account of interregional links via taxation 
and public expenditure, flows of goods and services, and movements of capital and 
labour. 

For such programmes, therefore, the main focus has been on improving systems for 
monitoring the outputs and results generated by Structural Funds spending (e.g. the 
number of people trained, or the number of businesses assisted). The aim has been to 
ensure the availability of high quality information that could be used, both by programme 
managers and by evaluators, to assess the progress and effects of the programmes.  

The Commission’s emphasis on monitoring outputs and results has increased with each 
programming period. In the 1994-99 period, most programmes in the EU showed weaknesses 
in terms of the quality of indicators selected, targets set, and data collected. 
Improvements were made in monitoring systems and data quality in 2000-06, but many 
programmes in the EU continued to experience significant problems, such as: 

• the large number of diverse indicators used, leading to difficulties in summarising 
and comparing information on different measures; 

• the need to set equally challenging, but realistic, targets across all measures; 

• the systems and methods needed for effective data collection and processing. 

With the aim of addressing such problems, Scotland introduced a common approach to 
monitoring outputs and results across all programmes in 2000-06, with the same core set of 

                                                 

11 Bradley J., E. Morgenroth & G. Untiedt (2003) Macro-regional evaluation of the Structural Funds 
using the HERMIN modelling framework, Paper presented to the European Regional Science 
Association, Jyväskylä, Finland; Roeger W & J. in ‘t Veld (1997) QUEST II. A multi-country business 
cycle and growth model. European Commission, Economic Papers No.123, Brussels. 
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indicators and using the same units of measurement.12 A list of the core indicators is 
provided in the Annex to Section 4. 

3.3 Overview of the quantitative effects of the Scottish programmes 

Programme evaluations and, in 2000-06, Annual Implementation Reports, summarise the 
data collected through the monitoring system on selected indicators. They show that the 
programmes have generated significant outputs (e.g. in terms of the number of people 
trained and the number of businesses assisted) and notable results for the beneficiaries 
(e.g. access to employment, and increases in business sales). The evaluations and reports 
sometimes also estimate a programme’s net effects on employment. This section provides 
an overview of selected key indicators, while the following section examines some of the 
challenges of estimating effects in quantitative terms. Further information on the outputs 
and results of each programme is provided in the Annex to Section 2. 

Table 3.1: The number of projects funded by Scotland’s Structural Funds programmes 

Programme 1994-96 1997-99 1994-99 2000-06 
Highlands & Islands 
Obj.1/Transitional 

 
- 

 
- 

 
N/A 

 
2,417 

East of Scotland 
Objective 2 
Obj.5b North & West 
Grampian 
Obj.5b Rural Stirling 
& Upper Tayside 

 
1,007 

- 
 
- 

 
722 

- 
 
- 

 
- 

340 
 

246 

 
678 

- 
 
- 

South of Scotland 
Objective 2 
Obj.5b Borders 
Obj.5b Dumfries & 
Galloway 

 
- 
- 
- 

 
- 
- 
- 

 
- 

240 
519 

 
127 

- 
- 

Western Scotland 
Objective 2 

 
1,171 

 
1,022 

 
- 

 
915 

Objective 3 - 1,244 - 2,987 
Sources: 1994-99 data are taken from the ex post / final evaluations; 2000-06 data are taken from the 
2005 Annual Implementation Reports and are reported for the end of 2005 (except Western Scotland, 
which are for September 2005). 
 

Table 3.1 provides information on the number of projects financed under the Structural 
Funds programmes in 1994-99, with the numbers broadly reflecting the level of funding 
allocated under the different programmes. 

Much of the information collected by the monitoring system is on indicators such as the 
number of businesses assisted (Table 3.2). The Annex to Section 3 provides further 
information on these indicators for each individual programme, along with the targets set 

                                                 

12 Scottish Executive (2000b) Measuring progress: A handbook for monitoring European Structural 
Fund projects, Edinburgh. 
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at the beginning of the programming period. The indicators and data availability vary 
between programmes, with greater variability typically seen in the 1994-99 period. Among 
the indicators included in the tables are:  

• the kilometres of transport infrastructure constructed or upgraded; 

• the area of business space created or enhanced; 

• the number of people trained; 

• the increase in sales in assisted businesses; and 

• the number of ESF beneficiaries entering employment or further 
education/training. 

Table 3.2: Number of businesses assisted 
Programme 1994-96 1997-99 1994-99 2000-06 
Highlands & Islands 
Obj.1/Transitional 

 
- 

 
- 

 
4,482 

 
5,523 

East of Scotland 
Objective 2 
Obj.5b North & 
West Grampian 
Obj.5b Rural 
Stirling & Upper 
Tayside 

 
9,186 

- 
 
- 

 
16,233 

- 
 
- 

 
 

991 
 

2,984 

 
40,534 

- 
 
- 

South of Scotland 
Objective 2 
Obj.5b Borders 
Obj.5b Dumfries & 
Galloway 

 
- 
- 
- 

 
- 
- 
- 

 
 

4,202 
4,267 

 
4,006 

- 
- 

Western Scotland 
Objective 2 

 
25,838 

 
12,911 

 
- 

 
8,312 

Objective 3 - - N/A 14,280 
Note: EPRC has aggregated data across indicators (e.g. new and existing firms assisted; firms 
receiving financial assistance and firms receiving advice). This may lead to double-counting. 

Sources: EPRC calculations based on the ex post / final evaluations (for 1994-99) and the 2005 Annual 
Implementation Reports (for 2000-06). 
 

The monitoring systems also collect information on the number of gross jobs created and 
safeguarded by the programmes (Table 3.3). The data are based on, for example, the 
number of jobs created in a firm due to a Structural Funds grant, or the number of people 
leaving an ESF co-financed training scheme for employment. The numbers are therefore 
directly linked to the interventions financed but do not take account of possible 
substitution, deadweight or displacement effects (e.g. that a firm would have created the 
job anyway, or that the new job in one firm indirectly reduces employment in another 
firm). Similarly, they do not reflect possible multiplier effects (where increased 
employment raises income and demand for the products and services of other local firms). 
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Table 3.3: Gross jobs created and safeguarded 
Programme 1994-96 1997-99 1994-99 2000-06 
Highlands & Islands 
Obj.1/Transitional 

 
- 

 
- 

 
3,760 (8,987) 

 
5,310 (6,928) 

East of Scotland 
Objective 2 
Obj.5b North & West 
Grampian 
Obj.5b Rural Stirling 
& Upper Tayside 

 
5,204* 

- 
 
- 

 
17,076 (17,118) 

- 
 
- 

 
- 

2,734 
 

1,488 

 
16,370 (17,898) 

- 
 
- 

South of Scotland 
Objective 2 
Obj.5b Borders 
Obj.5b Dumfries & 
Galloway 

 
- 
- 
- 

 
- 
- 
- 

 
- 

1,910 
2,491 (8,563) 

 
4,396 (6,259) 

- 
- 

Western Scotland 
Objective 2 

 
25,838* 

 
19,166 

 
- 

 
13,471 

Objective 3   N/A 20,769 
Notes: Where one figure is shown, numbers marked with an asterisk are for jobs created and 
safeguarded, while other numbers are for jobs created only. Where two figures are shown, the 
number in brackets is jobs safeguarded, and the other is jobs created. 

Sources: 1994-99 data are taken from the ex post / final evaluations; 2000-06 data are taken from the 
2005 Annual Implementation Reports.  
 

In the updated mid term evaluations for the 2000-06 period, the Scottish Executive’s 
Analytical Services Division drew on data on gross job creation to estimate the programmes’ 
net employment effects (see Table 3.4). However, the evaluations note the need to treat 
these estimates with caution due to methodological challenges and some questions over 
data quality (which could, for example, leading to over- or under-estimations of gross 
figures, or to double-counting). The estimates draw on agreed conversion rates for 
converting gross employment impacts to net impacts (taking account of deadweight, 
displacement, substitution and multiplier effects).  

Table 3.4: Estimates of net new jobs created under the 2000-06 programmes 

Programme Net new jobs created by December 
2004 

Highlands & Islands 3,730 

East of Scotland 11,157 

South of Scotland 3,248 

Western Scotland 6,013 

Objective 3 3,456-5,761 

Source: Updates to the programme Mid Term Evaluations (2005), drawing on an assessment by the 
Analytical Services Division of the Scottish Executive. 
 

This assessment found that estimates of costs per job for many categories of intervention 
‘did not compare unfavourably’ with estimates of the effects of comparable domestic 
schemes, namely Regional Selective Assistance and the New Deal. Although lower figures 
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were found for some types of intervention, this was seen to be due to their longer term 
nature or (e.g. in the case of training for staff in firms) due to their focus on raising 
productivity rather than employment. The review concluded that the results should be 
viewed as indicative of programme progress rather than full measures of impact. 

3.4 Discussion of quantitative information on effects 

Some caution is needed in dealing with the quantitative information set out in the previous 
section, as the quality of data is variable. In common with their counterparts throughout 
the EU, the authorities responsible for managing Scotland’s Structural Funds programmes 
have encountered a number of problems in establishing effective systems for monitoring 
and evaluating their effects. For example, the EU-wide ex post evaluation of the Objective 
2 programmes in 1994-99 noted widespread difficulties relating to overly cautious target-
setting, and double-counting of outputs. This section examines some of these issues, 
drawing on evidence from evaluations of the Scottish programmes.  

Despite considerable efforts to improve the quality of data collected through Structural 
Funds monitoring systems, some problems remain. Evaluators note significant weaknesses in 
the completeness and reliability of data in the 1994-99 period, as well as in the definition 
of indicators.13 Monitoring indicators and targets have since been revised, and a common 
set of indicators has been introduced across the Scottish programmes. A more rigorous 
methodological approach was thus taken to setting targets and collecting data from project 
sponsors in 2000-06. However, the 2000-06 evaluations still noted some problems14 in: 

• the large number of indicators, which can hinder meaningful comparisons of 
performance between priorities or programmes; 

• defining indicators in practice (e.g. an instance of business assistance); 

• ensuring that targets are sufficiently challenging at both programme and project 
level, as some show significant over-achievement; 

• the procedures used by project sponsors for recording data (which may lead to 
over- or under-reporting); 

                                                 

13 Segal Quince Wicksteed (1997) Interim evaluation of the Highlands & Islands Objective 1 
programme 1994-99, Edinburgh; EKOS (1999a) Interim evaluation of the East of Scotland Objective 2 
programme 1997-99, Glasgow; OPDM (2006) Ex post evaluation of the English, Scottish and Welsh 
Objective 5b programmes 1994-99, London; EKOS (1999d) Final evaluation of the East of Scotland 
Objective 2 programme 1994-96, Glasgow. 
14 Fraser Associates, EPRC & RDC (2003) Mid term evaluation of the Highlands & Islands special 
transitional programme, Glasgow; EKOS (2003) Mid term evaluation of the East of Scotland Objective 
2 programme 2000-06, Glasgow; Scottish Executive (2005b) Mid term evaluation update of the East of 
Scotland Objective 2 programme 2000-06, Edinburgh; Roger Tym (2003) Mid term evaluation of the 
East of Scotland Objective 2 programme 2000-06, Glasgow; Scottish Executive (2005c) Mid term 
evaluation update of the South of Scotland Objective 2 programme 2000-06, Edinburgh; Scottish 
Executive (2005d) Mid term evaluation update of the Western Scotland Objective 2 programme 2000-
06, Edinburgh; Scottish Executive (2005e) Mid term evaluation update of the Objective 3 programme 
2000-06, Edinburgh. 
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• the mechanisms for ensuring that project sponsors understand the indicators and 
units of measurement. 

Moreover, some programme evaluations provide data on outputs and results only at priority 
or measure level. When these data are aggregated, there may be double-counting as some 
recipients may benefit under more than one measure or priority.15 For example, a firm 
might access both ERDF funding for capital investment and ESF support for training or ERDF-
financed business or technology-oriented advisory services. 

More fundamental issues relate to difficulties in selecting indicators and setting targets to 
reflect the complex and long-term goals which are typical of Structural Funds programmes. 
For example, the core impact indicator usually used in smaller programmes, such as those 
implemented in Scotland, is gross or net job creation. However, some key interventions 
within the programme aim instead to raise productivity rates (e.g. by improving the skills of 
workers or raising firms’ capacities for product development). To the extent that such 
interventions facilitate a shift to more capital intensive modes of production, they may 
have a negative effect on job creation, at least in the short term. Moreover, other 
interventions focus on raising the employment levels of particular target groups, rather 
than at raising aggregate job levels; substitution effects may then mean that the overall 
effect of such interventions on job creation is relatively limited. However, there may still 
be positive effects for the overall economy, to the extent that long term structural 
unemployment is reduced. Nevertheless, these factors mean that the job creation indicator 
does not reflect the full effects of all measures within the programmes. 

Similarly, because the programmes aim primarily to facilitate long-term structural change, 
the effects of many interventions funded may take some time to become evident, so that 
mid-term and even ex post evaluations do not pick up full effects, whether in terms of job 
creation or enhanced business productivity.16 

Finally, it is important to note that the monitoring data simply provide an overview of the 
gross effects of funding. They do not provide any information on what might have happened 
if the Structural Funds programmes had not existed i.e. to what extent the outputs, results 
and impacts can be seen as genuinely additional.  

3.5 Overview of the qualitative effects of the Scottish programmes 

Many studies and observers of Structural Funds programmes state that they bring benefits 
which are not fully reflected in the data on quantitative outputs, results and impacts 
produced by the programmes’ monitoring systems. This section provides an overview of 
evaluations and assessments of the qualitative effects of programmes in Scotland.17 Box 1 
outlines some of the most important effects identified in the evaluations. 

                                                 

15 Scottish Executive (2005c) op. cit.; EKOS (1999d) op. cit. 
16 Scottish Executive (2005a) Mid term evaluation update of the Highlands & Islands special 
transitional programme 2000-06, Edinburgh; EKOS (1999d) op. cit. 
17 Some of the main evaluation documents include summaries of other thematic evaluations on issues 
such as social inclusion, or the results of surveys of, and workshops with, programme partners and 
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However, critics argue that the programmes’ effects could equally well have been achieved 
by domestic funding instruments, if resources had been re-allocated from EU co-financed 
programmes to domestic interventions. A key question is therefore: What is the added 
value of these EU co-financed programmes? Equally, what is the additional cost of these 
programmes? 

The evaluations of the Scottish programmes mainly find added value in terms of: 

                                                                                                                                            

project sponsors. For example, the Updated Mid Term Evaluations of the 2000-06 period include 
details of workshop discussions with wide-ranging participation on the added value of programmes. 

Box 1: Examples of the socio-economic impact of Structural Funds programmes 

Evaluation studies note the effectiveness of particular programmes or interventions on 
the final beneficiaries or the broader socio-economic context e.g.: 

Highlands & Islands: Case studies included in the update to the mid-term evaluation in 
2000-06 showed important effects in upgrading broadband networks and associated 
services; encouraging investment in renewable energies, especially via the Community 
Energy Company Revolving Fund; developing the University of the Highlands & Islands; 
providing integrated solutions to transport problems e.g. in the Northern Isles; and 
improving childcare provision. 

East of Scotland: A survey of project managers, cited in the mid-term evaluation for 
2000-06, notes the following impacts: creation and improved sustainability of new 
enterprises; stronger growth in companies; improved viability of SME and strategic 
sectors; improved community capacity; environmental improvement; and improved 
tourism sector and opportunities. 

South of Scotland: A report to the Monitoring Committee in September 2006 notes a 
series of changes in ‘roadblocks to development’ identified in the SPD (drawing on the 
programme’s monitoring data) including: increased business space; provision of grants, 
loans and specialist advice to businesses have raised investment and improved access to 
expertise; expansion of training and learning facilities aimed at addressing skills 
problems; regeneration of areas experiencing rural deprivation; improved area 
marketing through tourism and inward investment initiatives. 

Western Scotland: The update to the mid-term evaluation in 2000-06 notes that 
investment in infrastructure, retraining programmes and support for start-up firms have 
contributed strongly to regeneration, not least by improving the image of the region, and 
increasing confidence in the region’s economy. 

Objective 3: The mid-term evaluation for 2000-06 notes that the Leavers’ survey shows 
that the courses enable people to compete well on the labour market, and that most 
participants rate the training courses very highly.  
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• multi-annual earmarking of development funding for specific locations, social 
groups and types of intervention; 

• as a consequence, in certain locations and policy-fields, the funding of more 
projects and larger projects, and more rapid completion of projects; 

• the leveraging-in of additional finance from other external sources, through the 
allocation of EU funding; 

• encouragement of new project ideas or better project quality, through EU rules, 
approaches and exchange of experience; 

• systemic improvements in the strategic orientation, efficiency and openness to new 
ideas of programme partners and project holders. 

Overwhelmingly, the main additional cost or burden of the Scottish programmes is seen in 
terms of increased bureaucracy and complexity for all participants. 

3.5.1 Multi-annual earmarking of public funding for certain types of 
intervention  

Many evaluations and reports see a key source of added value in the programmes’ effect on 
the distribution of funding between types of intervention. They argue that certain 
categories of intervention would not have been addressed as strongly or at all in the 
absence of the Structural Funds programmes. Structural Funds resources are focused on 
types of expenditure which are seen to enhance the supply of productive factors (e.g. 
public infrastructure, human resources, knowledge capital) that are key to long-run 
economic growth, as well as targeted support for community regeneration.  

A key advantage of EU programmes is that funding is earmarked for specific types of 
expenditure over multi-annual periods. Although changes can be made to the distribution of 
funding within the programme, it cannot be shifted towards spending categories which are 
not eligible under EU rules nor defined by programming documents. These guarantees of 
multi-annual funding can be particularly important at times of fiscal constraints or political 
change, as they safeguard ongoing spending for longer term developmental goals. 

The allocation of additional funding for certain types of intervention has also meant that 
Structural Funds programmes are seen (e.g. in surveys of partners) to have allowed more or 
larger eligible projects to have been funded, to have enabled projects to be implemented 
more quickly, or to have raised project quality.18 

Some effects are seen most clearly in the Highlands & Islands programmes, which have 
provided significant funding for both large- and small-scale infrastructure that is unlikely to 
have been provided from other sources. One example is investment in broadband and ICT 
technology and associated advisory and support services, which is seen to be of critical 

                                                 

18 Fraser Associates et al. (2003) op. cit.; Scottish Executive (2005a, 2005d, 2005e) op. cit.; EKOS 
(2003) op. cit. 
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importance for business, education and community needs. Another example is the Northern 
Isles Transport Development Package, which is regarded as having improved transport 
systems in the northern Highlands & Islands, and thus to have contributed to key strategic 
goals relating to reducing peripherality and safeguarding communities.  

Other dimensions are evident in all Scotland’s programmes. Perhaps the key area of 
intervention which is unlikely to have been emphasised so strongly without the Structural 
Funds programmes is community economic development and social inclusion, particularly in 
the 1994-99 period.19 As already noted, this approach ensured that a significant percentage 
of development funding was allocated to disadvantaged communities and individuals. The 
focus on community development and social inclusion started in the 1994-99 programmes 
and continued in 2000-06, and this approach has now been mainstreamed in domestic 
policy, drawing on lessons from Structural Funds experiences. The Objective 3 updated mid 
term evaluation for 2000-06 notes, for example, that 71 percent of projects would not have 
gone ahead without EU funding, and that the remainder would have been smaller, of poorer 
quality or postponed.  

There is also more limited evidence that the programmes have allowed additional funding 
for human and knowledge capital, whether via further and higher education infrastructure; 
new training and learning environments through ICT; or support for innovative 
enterprises.20 

The Structural Funds have also led to a stronger emphasis on the equality dimension of 
development and regeneration policies, not least through the approach of mainstreaming 
equality objectives. Moreover, support has been provided for practical initiatives such as 
childcare in disadvantaged areas, as well as specific training initiatives for women, both of 
which may facilitate female employment.21 Funding has also been provided for equality-
oriented projects, such as the Highlands & Islands Equality Forum and other projects within 
the Objective 3 programmes, which are seen as important demonstration projects. 

There is also some evidence that the other key horizontal theme, sustainable development, 
has led to a stronger emphasis on integrating environmental, social and economic needs. 
This has occurred partly through mainstreaming sustainability goals and partly through 
specific projects. For example, the Highlands & Islands updated mid term evaluation for 
2000-06 notes that projects such as the Community Energy Company Revolving Fund, which 
finances renewable energy projects in small communities, would not have been supported 
at that time without EU funding.  

                                                 

19 Fraser Associates et al. (2003) op. cit.; ECOTEC (2004) op. cit.; Yellow Book (2003) Mid term 
evaluation of the Western Scotland Objective 2 programme 2000-06, Edinburgh; EKOS (1999c) Interim 
evaluation of the Western Scotland Objective 2 programme 1997-99, Glasgow; Roger Tym (2003) op. 
cit.; Scottish Executive (2005c, 2005e) op. cit.; Hall Aitken (2003) Mid term evaluation of Scotland’s 
Objective 3 programme 2000-06, Glasgow. 
20 EKOS (2003) op. cit.; Roger Tym (2003) op. cit.; Scottish Executive (2005c) op. cit. 
21 Fraser Associates et al. (2003) op. cit.; Yellow Book (2003) op. cit. 
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3.5.2 Multi-annual earmarking of development funding for specific 
locations and social groups 

The evaluations also argue that, in the absence of the Structural Funds programmes, less 
regeneration funding would have been allocated to disadvantaged areas, groups and 
individuals. The development-oriented spending provided by the Structural Funds is seen as 
particularly important in locations which depend on declining primary or secondary 
industries, as it can facilitate structural shifts to new economic activities. Moreover, by 
earmarking funding for locations with clear socio-economic weaknesses, the Structural 
Funds ensure that individuals and businesses in these areas are assisted to participate in 
and benefit from structural change.  

Although some Structural Funds resources have been provided to all areas of Scotland under 
the Objective 3 programmes, higher levels of funding have been targeted on those areas 
with higher levels of need. Surveys of partners indicate that the programmes are widely 
seen to have led to a stronger focus in Scotland’s economic regeneration policy on the 
poorest individuals and communities.22 

In the Highlands & Islands, for example, public resources tend to be stretched because the 
cost of delivering generic public services per capita is typically higher in low population 
density areas. Moreover, levels of private investment are below-average due to small home 
market size and weak access to larger external markets. Structural Funds programmes in 
the Highlands & Islands in 1994-2006 prioritised the allocation of resources to areas seen to 
be experiencing greatest need, not least via the project appraisal process. There has been 
a specific focus on smaller communities, not least under the 2000-06 programme’s measure 
on community and social infrastructure, which ensured funding for fragile areas.23 

The other Scottish programmes have also targeted funding on specific locations perceived 
to have acute needs, often due to difficulties associated with structural decline. The 
Western Scotland programme, for example, has focused strongly on urban areas with low 
rates of employment and with extensive socio-economic problems. Similarly, the South of 
Scotland programme has targeted funding on rural areas facing specific challenges. 

Almost all programmes have included a focus on community regeneration and development, 
with significant amounts of funding allocated to community-based groups and voluntary 
organisations. There have also been efforts to ensure that physical regeneration projects 
incorporate ‘softer’ dimensions focused on the needs and views of local people. Some 
instruments have been set up explicitly to improve access to EU funding for community-
based organisations, such as Western Scotland’s Key Funds. The 2002 interim evaluation of 
the Key Funds noted that, of the 148 projects funded, 83 percent of project sponsors had 
no previous experience with EU funding, and that this funding facilitated access to other 
financial resources.  

                                                 

22 Scottish Executive (2005d) op. cit. 
23 Highlands & Islands Single Programming Document 2000-06; Scottish Executive (2005a) op. cit. 
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In addition, project appraisal processes in some programmes have ensured a higher priority 
for projects which target expenditure on certain groups of individuals. The PMEs have also 
assisted targeted groups to develop project ideas, and this has led to increased applications 
from minority ethnic organisations, women’s and disability organisations.24 

A thematic evaluation of the impact of the Scottish programmes on social inclusion found 
that the Highlands & Islands programme had successfully reached key target groups (in 
particular, the long-term unemployed and the disabled) and showed good employment 
effects. 25 Similarly, the Objective 3 programme is seen to have been effective in assisting 
disadvantaged individuals, including those for whom there was seen to be insufficient 
support from mainstream public services. In Eastern Scotland, support for community 
regeneration and businesses is seen to have contributed to a rise in social inclusion.26  

These findings are supported by surveys of ESF beneficiaries The latest survey, for 2005,  
covering  the Objective 3, Western Scotland and Highlands & Islands programmes found that 
beneficiary expectations were generally being met or even exceeded, with net gains and 
improvements being relatively well-focused on the ‘hardest to  reach’ groups.27 

3.5.3 EU funding has increased resources by leveraging-in additional 
funding from other external sources  

A number of evaluations note that the Structural Funds programmes have also been 
successful in attracting additional private or public funding for specific locations and types 
of intervention.28 

Most funding to businesses must be co-financed from the firms’ own resources or other 
private finance. In some cases, firms might in any case have undertaken a partial 
investment without EU funding, so their contribution to project costs cannot be seen as 
additional. Nevertheless, in some cases, firms may not have invested in a specific location 
or, for example, in capital equipment, skills or product development in the absence of EU 
funding. Deadweight, displacement and substitution effects are likely to be relatively 
limited because funding is targeted on locations with low levels of private investment and 
on firms with difficulties in accessing capital from market sources. Given this focus, it is not 
surprising that the ability of the private sector to provide co-financing is seen as limited.29 

A second possible source of leveraging concerns other major public or quasi-public funding 
channels, such as Lottery Fund, charities, and Communities Scotland programmes, which 
may be used to co-finance specific projects. Some of this funding may not have been 
attracted to specific locations or types of projects without EU funding. In the case of 

                                                 

24 Highlands & Islands Single Programming Document 2000-06; Scottish Executive (2005c) op. cit. 
25 EKOS (2005) Review of ESF Social Inclusion Measures, Final report for the Scottish Executive, EKOS 
Ltd, Glasgow, 
26 Scottish Executive (2005a, 2005b, 2005e) op. cit. 
27 Scottish Executive (2006b) European Social Fund: The 2005 Beneficiaries Survey, Research study 
conducted by MORI for the Scottish Executive, March 2006. 
28 Scottish Executive (2005a, 2005b, 2005d) op. cit. 
29 Segal Quince Wicksteed (1997) op. cit.; Highlands & Islands Single Programming Document 2000-06. 
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Lottery funding and finance from charities, resources may not have come to Scotland at all 
without the Structural Funds programmes.  

In addition, some evaluations find that the partnership approach, based on the cooperation 
of a number of different organisations, allows more funding to be leveraged in for economic 
development projects, and for the available funding to be combined and targeted more 
effectively on larger and more strategic projects.30 Within a specific project, for example, 
funding may be brought together from a range of domestic organisations, HE and FE 
institutions, voluntary or community bodies, and local authorities, as well as EU sources. 
Moreover, some projects have combined funding from different EU sources e.g. from 
Objective 2 and 3 programmes, or from Objective 2 and one of the Community Initiatives. 

3.5.4 EU rules, approaches and exchange of experience have 
encouraged new project ideas or better project quality 

Some evaluations find that the approach taken by Structural Funds programmes can 
stimulate new project ideas or raise project quality. This may be due to the introduction of 
strict rules in relation to project appraisal, monitoring and evaluation (particularly in 1994-
99), or to the exchange of experience, whether within individual regions of Scotland or via 
EU-wide networks. Moreover, such innovative or good practice projects can bring broader 
benefits via demonstration effects throughout the programme and policy sphere.31 

The evaluations find that the Structural Funds approach has improved the quality of 
projects, often due to the strict rules on project eligibility and the information needed for 
project application.32 In addition, project quality is seen to have been enhanced by the 
work of the PMEs in assisting applicants with project generation and capacity building,33 
and also via the expert scrutiny of applications by the programme Advisory Groups. 

In many cases, the types of project funded are also seen to be new. Almost half of the 
project sponsors interviewed in a survey reported in the mid term evaluation of the 
Highlands & Islands programme in 2000-06 said that the project field or approach was new. 
In particular, evaluations reported project experimentation in fields such as SME and ICT 
support schemes; local initiatives such as credit unions, local exchange trading schemes, 
and community transport projects, and support for the social inclusion of groups such as 
ethnic minorities, the homeless and older unemployed individuals.34 

In addition, Structural Funds rules on the mainstreaming of equal opportunities and 
sustainable development are seen to have had some effect on project design and 
implementation. While enthusiasm for this approach was limited in early phases, and 
concerns remain over the additional administrative burden generated,35 it is seen to have 
led to gradual changes in, for example, organisations’ recruitment and environmental 

                                                 

30 Scottish Executive (2005a, 2005d) op. cit. 
31 Scottish Executive (2005a, 2005e) op. cit. 
32 Fraser Associates et al. (2003) op. cit.; Segal Quince Wicksteed (1997) op. cit.. 
33 Scottish Executive (2000a) op. cit. 
34 Highlands & Islands Single Programming Document 2000-06; EKOS (1999a) op. cit.; Scottish 
Executive (2005e) op. cit. 
35 EKOS (1999a, 1999c) op. cit.; Hall Aitken (2003) op. cit. 
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management.36 In more concrete terms, funding allocations show a greater emphasis on 
equal opportunities and sustainable development in 2000-06 compared with 1994-99. 

A number of evaluations note that new ideas and approaches have been generated through 
cooperation between domestic agencies, not least via exchange of expertise. For example, 
the South of Scotland’s Seven Stanes Mountain Biking Centre is seen as a project with strong 
effects, not least due to the wide-ranging partnership on which it is based, involving Forest 
Enterprise, both LECs and both local authorities in the region, Scottish Natural Heritage, 
VisitScotland and other partners such as Solway Heritage and Scottish Power. While some 
partners contributed financially, others mainly provided specialist expertise. Other 
examples of effective partnership leading to new types of projects are seen in the 
Highlands & Islands, for example in the University of the Highlands & Islands, which brings 
together FE and HE colleges, as well as other actors, to provide a focus for a range of types 
of education, training and R&D. Similarly, in the East of Scotland, the Consortium of the 
East of Scotland Area Tourist Boards is seen to have facilitated the pooling of resources and 
the delivery of successful niche marketing initiatives across the programme area.  

There were, however, concerns in some of the 2000-06 evaluations that, in contrast to the 
focus in 1994-99 on new and more difficult types of projects, stricter EU rules on rapid 
financial absorption were leading to a stronger focus on ‘safer projects’ which were seen as 
better able to meet spending targets.37 In 2000-06, once funds are committed, they must 
be fully disbursed within two years, and this can prove challenging, perhaps particularly in 
the case of smaller project holders with limited administrative capacities. 

3.5.5 Programme effects on strategic orientation  

The evaluations find some evidence that Structural Funds programmes have contributed to 
a more strategic approach in the field of economic development and regeneration, not 
least due to the EU emphasis on multi-annual strategic planning. Moreover, the partnership 
approach in Scotland is seen to have improved strategic coordination between key actors 
within the different regions, and the PMEs are considered to have undertaken effective 
work in animating this partnership and in ensuring that strategies are put into practice on 
the ground. It is less clear that the programmes have contributed to a more coherent 
strategic approach at the Scottish level, although the Scottish Executive (as managing 
authority) has been effective in coordinating the regional programmes. 

A number of the evaluations note the role of the Structural Funds programmes in 
facilitating a more strategic approach by bringing together a wide range of organisations at 
a regional level. They note that the programmes’ Monitoring Committees and Advisory 
Groups have acted as regional fora, bringing together peer groups across relatively large 

                                                 

36 Fraser Associates et al. (2003) op. cit.; EKOS (2003) op. cit.; Scottish Executive (2005b, 2005e) op. 
cit.; Roger Tym (2003) op. cit.; Yellow Book (2003) op. cit. 
37 Scottish Executive (2005b) op. cit.; Roger Tym (2003) op. cit.; Highlands & Islands Single 
Programming Document 2000-06; ECOTEC (2004) op. cit. 
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regions and from a variety of sectors.38 Similarly, the need to provide regional analyses and 
to develop strategies for the programming documents is seen to have promoted a regional 
dimension to policy making. This is not only seen to have facilitated cooperation and a 
more strategic approach, for example between organisations working on environmental 
sustainability and economic development, but also to have enhanced the availability and 
use of specialist expertise.39 Partnership within the programmes is also seen to have led to 
the emergence of communities of interest at local level in some parts of Scotland. 

Various studies40 note the key role played by the PMEs in 1994-2006 in ensuring that the 
strategies set out in programming documents are put into practice. They are seen to have 
identified opportunities for intervention and, particularly, to have encouraged the 
involvement by types of organisations which were seen to be under-represented. For 
example, the PMEs facilitated the exchange of good practice on the issue of equal 
opportunities (e.g. via workshops, a good practice guide, and information in newsletters 
and on websites) and also successfully encouraged ethnic minority women’s and disability 
organisations to submit increased numbers of project applications. 

A number of evaluations and studies explicitly consider interactions between domestic 
policies and Structural Funds strategies. Some of the earlier programmes are seen to have 
brought significant added value in terms of helping to build coherent and consensus-based 
regional strategies. In contrast, some of the 2000-06 evaluations see the EU co-financed 
programmes simply as frameworks which accommodate the diverse priorities of all partner 
organisations, which are in turn influenced by (compulsory) national strategies.41 However, 
while the evaluations criticise the 2000-06 programmes for adding only limited strategic 
value, this approach could instead be seen to imply improved coordination between 
Structural Funds programmes and domestic policy priorities. 

3.5.6 Programme effects on efficiency  

The evaluations find some evidence that the programmes have led to more efficient modes 
of working, and thus to have raised the quality of project and programme planning and 
implementation. These effects are perceived as largely due to EU rules which require 
effective procedures for project appraisal and selection, programme monitoring and 
evaluation, and mechanisms for the exchange of good practice.42 In addition, the emphasis 
in Scotland on partnership, as well as the coordinating and animating work of the PMEs, are 
seen to have enhanced efficiency. However, the Structural Funds approach is also widely 

                                                 

38 EKOS (1999b) Final evaluation of the Eastern Scotland Objective 2 1994-1996 programme, Glasgow; 
Highlands & Islands Single Programming Document 2000-06; ECOTEC (2004) op. cit.; EKOS (1999c, 
2003) op. cit.; Scottish Executive (2005d, 2005e) op. cit. 
39 Fraser Associates et al. (2003) op. cit.; EKOS (2003) op. cit.; Scottish Executive (2005b, 2005c, 
2005d) op. cit.; Roger Tym (2003) op. cit. 
40 Colwell A. and G. McLaren (1999) The Scottish experience of preparing and implementing 
Structural Fund programmes. COSLA / Eastern Scotland European Partnership; Bachtler J., F. 
Josserand and R. Michie (2002) EU enlargement and the reform of the Structural Funds: the 
implications for Scotland, Scotecon, Stirling ; Scottish Executive (2000a) op.cit. 
41 Fraser Associates et al. (2003) op. cit.; Yellow Book (2003) op. cit. 
42 Yellow Book (2003) op. cit. 
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criticised for raising administrative costs and burdens. Moreover, while the PMEs may have 
enhanced efficiency in a number of ways, they have also added an additional layer of costs. 

EU rules are seen to bring a number of operational benefits.43 At project level, 
requirements on selection and monitoring are seen to have led to improvements in project 
management and to have ensured that applicants think through and demonstrate the 
rationale of any project. At programme level, Structural Funds rules are credited with 
having increased the attention paid to monitoring and evaluation. 

In addition, the approach taken to programme delivery in Scotland in 1994-2006 is argued 
to have enhanced the efficient allocation of funding by reducing overlaps and enhancing 
coordination.44 In the South of Scotland programme in 2000-06, for example, region-wide 
projects have been implemented, rather than separate projects for the programme’s two 
component areas (Dumfries & Galloway, and Borders), thus reducing overall administrative 
costs. The integration of complementary projects is seen to have been facilitated by the 
work of the PMEs in encouraging links between projects and in promoting good practice. 
The PMEs are also credited with having raised administrative capacity in some project 
sponsors, particularly smaller applicants, leading to improvements in project design, 
development and delivery. Finally, some evaluations cite partnership as a source of 
efficiency gains, as it can lead to strong feelings of programme ‘ownership’, which in turn 
can enhance partners’ commitment to high quality project design and implementation.45 

Nevertheless, a number of negative issues must also be noted. Overwhelmingly, the main 
criticism voiced in evaluations and studies of the Structural Funds approach is its additional 
bureaucracy and complexity when compared with domestic programmes. The rules and 
procedures most frequently cited as problematic include: project applications and 
appraisal; project claims and payment processes; monitoring requirements; delays in 
payments; eligibility constraints on projects or final beneficiaries; and the implementation 
of horizontal themes.46 

In addition, the implementation system in place in Scotland in 1994-2006 appears to have 
raised administrative costs via the additional layer of administration embodied in the 
PMEs.47 A recent report estimated the administrative costs of the five PMEs at a total of 
£30.89 million (including £14.5 million of EU funds) for the 2000-06 period, or around £4.5 
million a year.48 This is equivalent to 1.9 percent of EU funding. It also noted that the 
Scottish Executive estimated that these costs could be reduced to between £750,000 and 
£1.5 million a year if administration mechanisms were structured differently.49 However, it 

                                                 

43 Scottish Executive (2005a) op. cit.; ECOTEC (2004) op. cit. 
44 Scottish Executive (2005a) op. cit. 
45 EKOS (1999d) op. cit; Yellow Book (2003) op. cit.; Hall Aitken (2003) op. cit. 
46 EKOS (1999a, 1999b, 1999c) op. cit.; ODPM (2006) op. cit.; Roger Tym (2003) op. cit.; Yellow Book 
(2003) op. cit.; Hall Aitken (2003) op. cit.; Scottish Executive (2005e) op. cit.; 
47 Bachtler J., F. Josserand and R. Michie (2002) op. cit. 
48 Scottish Parliament (2006c) Report on an inquiry into the Scottish Executive’s plans for future 
Structural Funds programmes 2007-2013, European & External Relations Committee Report, SP Paper 
611, Edinburgh. 
49 According to the Scottish Executive, the actual costs associated with the new delivery 
arrangements for 2007-13 (outlined in Section 2.6.2 above) are likely to deliver the projected cost 
savings. 
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should be noted that another study50 found that the PME approach provided value for 
money in comparison with other UK and international organisations. 

3.6 Comparing Scotland with other Member States and regions 

3.6.1 International perspectives 

A broader perspective on the performance of Structural Funds in Scotland can be gained by 
examining the experiences of other countries and regions in spending EU funds. This section 
considers the impact and added value of Structural Funds programmes across the EU based 
on EC-commissioned evaluation studies and some academic research. It begins by reviewing 
the available quantitative data and other information in relation to the performance of 
Structural Funds programmes. The section then discusses the qualitative evidence relating 
to the added value issues identified in the previous section, namely the capacity of the 
Structural Funds: 

• to raise the level of public funding for certain locations, social groups, and 
categories of intervention; 

• to lever in additional funding from other public and private sources; 

• to stimulate new project ideas and better project quality; 

• to enhance the strategic orientation of projects and programmes; and 

• to raise the efficiency of programme design and implementation. 

It also considers the additional costs of Structural Funds programmes, particularly in 
relation to its impact on policy strategies, as well as on the efficiency of programme design 
and implementation. The key sources of information used in this section are primarily   
Structural Funds evaluations and studies e.g. ex post evaluations for Objective 1 and 2 
programmes in 1994-99; EU-level summaries of mid term evaluations in 2000-06; EU-level 
thematic evaluations (on the Lisbon strategy, SMEs, RTDI and the information society) and 
other EU studies, e.g. preparatory studies for the Commission’s Cohesion reports. The 
section also draws on studies by EPRC and other institutes / observers on added value.51 

                                                 

50 DTZ Pieda (2004) op.cit. 
51 These include: Bachtler J. and S. Taylor (2003) The added value of the Structural Funds: a regional 
perspective, IQ-Net report on the reform of the Structural Funds; EPRC and Fraser Associates (2002) A 
feasibility study for an evaluation of the impact and added value of the EU Structural Funds in the 
UK, Report for the DTI and ODPM; ECOTEC (2003) Evaluation of the added value and costs of the 
European Structural Funds in the UK, Report to the DTI and ODPM; Austrian Institute of Spatial 
Planning (2006) The added value study of Cohesion policy, Report for the European Parliament; and 
Mairate A. (2006) The ‘added value’ of European Union Cohesion policy, Regional Studies 40(2): pp. 
167-177. 
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3.6.2 International assessment of Structural Funds programme 
performance 

As noted earlier, all of the EU Structural Funds programmes for 1994-99 were subjected to 
ex post evaluation by the Commission to identify the outcomes and impacts due to 
Structural Funds interventions, such as numbers of jobs created, safeguarded and 
redistributed.52 However, there is a need for considerable caution in dealing with these 
estimates and, in particular, when comparing figures between countries and regions. On 
the one hand, data quality is variable, due to differences in monitoring systems. Similarly, 
public authorities in different countries may have taken different approaches to defining 
indicators, leading to disparities in the figures generated. In addition, the evaluators have 
made adjustments to the data, e.g. using estimates to fill any gaps in data provision, and 
this may lead to distortions. 

On the other hand, there may be genuine differences between programmes and projects, as 
well as between countries and regions. For example, the distribution of funding between 
spending categories varies between programmes. As some categories show stronger effects 
on employment (while others e.g. contribute more to productivity gains), this will affect 
impacts in terms of jobs. Also, the microeconomic situation within individual regions and 
areas will vary, with costs per job generally being lower in agglomerations and higher in 
peripheral, low population areas. Similarly, the macroeconomic situations of countries 
differ, affecting the overall context in which Structural Funds programmes operate and the 
overall propensity for job creation. 

(i) Objective 1 programme evaluation, 1994-99 

The Highlands & Islands programme for 1994-199 was one of 168 Objective programmes 
implemented in 11 different Member States. Across the EU, a total of €232 bn was planned 
to be spent over the period through Objective 1 programmes, of which around 91 percent 
was estimated to have been actually spent in practice, mainly due to lower than expected 
private sector expenditure. The Highlands & Islands programme was one of the smallest 
programmes to be implemented, and therefore features only to a limited extent in the ex 
post evaluation of the Objective 1 programmes undertaken by ECOTEC for the Commission 
(only Merseyside and Northern Ireland were studied in detail in the UK).53 

The main findings of the ECOTEC evaluation were that Objective 1 funding had been 
responsible for significant effects on growth and employment. Macro-economic modelling of 
the effects of the Funds under the larger programmes produced maximum impacts on GDP 
(on so-called ‘macro-regions’) during the period, ranging from 4.7 percent in Portugal, and 
up to 4 percent in eastern Germany, to 1.8 percent in Northern Ireland and 1.4 percent in 

                                                 

52 Jobs ‘redistributed’ reflect the number of unemployed people who, after participating in an ESF 
training programme, find employment. The evaluators calculate this figure by taking the total number 
of ESF beneficiaries; halving this figure (because many beneficiaries are already in employment); and 
finally taking 60 percent of this figure, based on other studies’ findings on the percentage of 
unemployed people who find jobs after participating in such training schemes. 
53 ECOTEC (2004) Ex-Post Evaluation of Objective 1 1994-1999, Final Report to DG Regional Policy, 
European Commission, ECOTEC Research & Consulting Ltd. 
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Spain. In smaller ‘micro-regions’, such as the Highlands & Islands, it was not possible to 
establish impacts in a similar way, and the evaluators concluded that: 

“The available evidence suggests that in general overall levels of GDP have 
increased in the assisted Objective 1 micro-regions, although not sufficiently to 
improve the performance of the regions relative to European or national averages, 
It is unlikely that Objective 1 was a substantial contributor to this, although 
evidence in either direction is scarce.”54 

Figures for employment impacts were calculated for a sample of these micro-regions. Net 
job creation was recorded as 7,500 in Flevoland (Netherlands) and 15,359 in Merseyside. 
The Hainaut programme was believed to “compensate for the expected reduction of 11,500 
jobs in the manufacturing industry by 1999 and the loss of 14,300 jobs by 2005”55. In 
Burgenland (Austria), gross employment creation was estimated at 2,387 although this was 
considered to be an underestimate. 

Looking beyond the 1994-99 period, the Commission has argued that Objective 1 funding 
has been a major factor in explaining the convergence of the poorest countries and regions 
of the EU during the 1990s, in terms of GDP per head, employment and unemployment56. 
This claim is supported by some academic research; one study, for example, estimated that 
the impact of the Structural Funds on Objective 1 regions may be in the order of one 
million additional jobs in 2002 compared to 199857. Other studies have been less positive, 
casting doubt on the impact of the Structural Funds on labour productivity or total factor 
productivity in the poorer regions58 or the sustainability of R&D investment in lagging 
regions.59  

In drawing wider lessons from the Objective 1 experience for regional development 
policies, two issues stand out. First, the direct impacts of Structural Funds programmes in 
isolation are considered to be modest, with the real, long-term benefits of EU funding on 
lagging regions likely to depend on broader economic policies and notably on their openness 
to trade and investment, as demonstrated by the experience of Ireland.60 Second, the 
effectiveness of the Funds depends on supportive national policies and an appropriate 

                                                 

54 Ibid. p.16. 
55 Ibid. p.180. 
56 European Commission (2004) A new partnership for cohesion: convergence, competitiveness, 
cooperation, Third Report on economic and social cohesion, Office for Official Publications of the 
European Communities, Luxembourg. 
57 See for example Leonardi R. (2006) The impact and added value of EU Cohesion policy, Regional 
Studies 40(2), 155-166. Martin R. and P. Tyler (2006) Evaluating the impact of the Structural Funds on 
Objective 1 regions: an exploratory discussion, Regional Studies 40(2), 201-210. 
58 Boldrin M. and F. Canova (2001) Europe’s regions: income disparities and regional policies, 
Economic Policy, 32, 207-253. 
59 Midelfart-Knarvik K.H. and H.G. Overman (2002) Delocation and European integration: is structural 
spending justified? Economic Policy 17(35), 323-359. 
60 Bradley J., E. Morgenroth and G. Untiedt (2003) op. cit. 
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institutional environment, with a coherent and well-founded strategy and robust project 
appraisal and selection systems.61 

(ii) Objective 2 programme evaluation, 1994-99 

The two Objective 2 programmes operating in Scotland in 1994-99 – Eastern Scotland and 
Western Scotland – accounted for almost one fifth of the €5.3 billion allocated to the 13 
Objective 2 programmes in the UK, and six percent of allocations to the 82 Objective 2 
programmes across the EU. In consequence, the Scottish programmes feature relatively 
prominently in the ex post evaluation of Objective 2 programme conducted for the 
Commission by the Centre for Strategy & Evaluation Services in 2003, with Eastern Scotland 
being one of the regional case studies investigated in depth.62 

The main conclusion of the evaluation was that the 1994-99 Objective 2 programmes made 
“a significant contribution to job and wealth creation, and regional development 
generally” (p.vii). Based on monitoring information from regional authorities, it was 
estimated that some 700,000 gross jobs were created by the programmes across the EU, 
which was translated into 567,000 net jobs. (see Table 3.5). The Structural Funds cost per 
gross job was calculated at €13,700 (€22,200 net). Further employment impacts are 
associated with the number of jobs safeguarded and redistributed.63 Overall, the 
performance of the programmes was considered to have enabled a degree of ‘catching up’ 
with more prosperous parts of the EU, although the Objective 2 regions continued to lag 
behind EU averages in key indicators such as increases in economic activity. 

Table 3.5: Performance of Objective 2 programmes, 1994-99, gross and net effects 
Jobs created and saved (ERDF) Gross jobs Net jobs 

Estimate of gross/net jobs created 700,00 567,000 

Estimate of gross/net jobs safeguarded 529,000 203,000 

Sub-total EDRF 1,229,000 770,000 

Jobs redistributed (ESF)   

Number of ESF training beneficiaries (100%) 3,708,000  

Less employees benefiting from training (50%) 1,854,000  

Number of unemployed gaining jobs after training (60%) 1,112,000 667,000 

Total – net jobs created, safeguarded and redistributed 2,241,000 1,437,000 

Source: CSES (2003) op. cit. p.143 

                                                 

61 Ederveen S., H. De Groot and R. Nahuis (2002) Fertile Soil for the Structural Funds? A Panel Data 
Analysis of the Conditional Effectiveness of European Cohesion Policy, Discussion Paper No.10, August 
2002, CPB Netherlands Bureau for Economic Policy Analysis, The Hague. ECOTEC (2004) op. cit. 
62 CSES (2003) Ex Post Evaluation of 1994-99 Objective 2 Programmes, Synthesis Report to DG 
Regional Policy, European Commission, Centre for Strategy & Evaluation Services. 
63 These figures should be treated with care, especially those for jobs safeguarded and jobs 
redistributed which are considered of doubtful validity. As noted above, the reliability of monitoring 
data was questionable in the 1994-99 period. Also, job creation related to ESF spending on training 
programmes could not be calculated. It has also been noted that the evaluation results were not 
cross-checked against other data (see Baslé M. (2006) Strengths and weaknesses of EU policy 
evaluation methods: ex post evaluation of Objective 2 1994-99, Regional Studies, 40(2), 225-235.) 
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It is difficult to make comparisons of performance between the Scottish programmes and 
other Objective 2 programmes, given data limitations. However, some of the data in the 
CSES evaluation suggest that levels of job creation may have been lower, and costs per job 
may have been higher, in the Eastern and Western Scotland programmes than the UK and 
EU averages. An important explanatory factor is likely to be the structure of Structural 
Funds spending in Scotland. This applies particularly to the Western Scotland programme 
which placed more emphasis on ESF support than any other UK programme and significantly 
more than the EU Objective 2 average. It also focused planned spending more on 
community development, basic infrastructure and urban regeneration than other 
programmes, all of which have less scope for major employment impacts in the short term 
(see Figure 3.1). 

Figure 3.1: Planned allocations of Structural Funds resources for 1994-1996 Objective 2 
programmes 
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Source: Bachtler J, Taylor S and Kearney C (1996) Extended synthesis of agreed Single Programming 
Documents in Objective 2 Areas, 1994-96, Final report to DGXVI, European Commission, European 
Policies Research Centre, University of Strathclyde, Glasgow. 

 

(iii) Objective 5b programme evaluation, 1994-99 

The four Scottish Objective 5b programmes in 1994-99 – The Borders, Dumfries & Galloway, 
North & West Grampian, Rural Stirling & Tayside - accounted for 18 percent of Structural 
Funds spending under 11 programmes in the UK. The Objective 5b programmes were not 
systematically subject to ex post evaluation at UK or EU levels, but some comparative 
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insights can be gained from the PACEC review of intermediate evaluations conducted at the 
mid point of the 1994-99 period.64 

The evaluation indicates that a distinctive feature of the Scottish programmes was the 
strong emphasis placed on business support (see Table 3.6), especially in the Rural Stirling 
& Tayside and the North & West Grampian programmes where more than twice the UK 
average was allocated to this field of intervention (and three times the proportion 
allocated by the English programmes). Spending on tourism was also much higher than the 
other UK programmes in these areas. In The Borders and Dumfries & Galloway, the 
allocations for infrastructure investment and R&D were significantly higher than the UK 
average. 

The high allocations to business support were considered by PACEC to be responsible for the 
major job creation impacts of some of the Scottish programmes. Of the 15,503 jobs 
created/safeguarded in the UK by seven of the Objective 5b programmes at the mid-point 
of the programme period, one quarter (3,398) were recorded as being created/safeguarded 
in Dumfries & Galloway, and a further 12 percent in North & West Grampian and Rural 
Stirling & Tayside. 

Table 3.6: Planned expenditure by programme area in Objective 5(b) programmes 
Planned expenditure 
(% of programme) 

Rural Stirling 
& Tayside 

N & West 
Grampian 

The 
Borders 

Dumfries & 
Galloway 

 
UK total 

Business support 34.2 38.7 24.3 27.7 16.3 
Infrastructure, R&D 0 7.7 25.7 33.4 21.5 
Tourism 30.0 20.5 8.3 7.4 12.2 
Agriculture support 4.0 8.1 6.7 9.6 9.7 
Training 19.6 15.3 19.3 13.1 15.6 
Conservation 8.5 4.0 0 3.8 5.2 
Environment 0 0 14.0 0 3.8 
Local regeneration 2.5 5.0 0 3.4 7.3 
Technical assistance 1.2 0.8 1.7 1.5 3.6 
Total 100 100 100 100 100 

Source: PACEC (1998) op. cit. pp.34-35. 

(iv) Objective 1 and 2 programme evaluation, 2000-06 

At this stage, no ex post evaluations of the 2000-06 programmes have yet been conducted. 
Mid-term evaluations were undertaken of all programmes in 2003-04 but these were 
generally assessments of programme progress (in terms of results and outputs rather than 
impacts) and the efficiency of implementation arrangements. The European Commission has 
produced a review of the mid-term evaluations focusing heavily on the evaluation process 
rather than the results.65 In the absence of a systematic comparison of outcomes, the 
evaluation could only conclude that (p.40): 

                                                 

64 PACEC (1998) Synthesis of the intermediate evaluations of Objective 5(b) programmes, Final 
Report to DG VI, European Commission, Public and Corporate Economic Consultants (PACEC), 
Cambridge. 
65 European Commission (2004) The mid-term evaluations in Objective 1 and 2 Regions: growing 
evaluation capacity, Final Report, DG Regional Policy, Evaluation Unit, Brussels. 
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“a significant amount of activity is now underway in Objective 1 and 2 regions. 
However, due to the late start-up of some programmes and weaknesses in the 
indicators, target setting and data collection systems, it is not possible to draw 
conclusions on aggregate performance across programmes and Member States”. 

UK strategies were largely perceived to be ‘sound’, with implementation systems 
considered to be substantially better than in the previous programme period and a strong 
emphasis on partnership. With respect to the content of programmes, the UK Objective 2 
programmes  generally placed a stronger emphasis on social inclusion than other EU 
programmes; the need for financial engineering measures was sometimes questionable; and 
the delivery of the ‘horizontal themes’ (equal opportunities and environment) was causing 
difficulties.  

There were few specific references to the Scottish programmes. It was noted that the 
Highlands & Islands programme had been making good progress under some priorities and 
measures but had been experiencing low take-up of RTDI support. The transnational 
exchange of experience, between the East of Scotland and Western Scotland programmes 
and the Nordrhein-Westfalen programme, concerning the mainstreaming of the horizontal 
themes, was commended. 

(v) Thematic evaluation of programmes, 1994-2006 

In addition, to the regional evaluations of Structural Funds discussed above, the Commission 
has also undertaken a series of ‘thematic evaluations’ over the past decade which provide 
international and comparative insights on the performance of the Scottish programmes. 
Three issues should be noted, relating to support for SMEs, RTDI and the information 
society.  

Strength of SME support mechanisms. The Commission’s evaluation of the impact of SME 
support through Structural Funds programmes66 noted the long-established mechanisms for 
providing targeted support to SMEs in Scotland, notably through the development agencies 
and local enterprise companies.67 The Highlands & Islands programme was one of 11 
Objective 1 case studies in the evaluation, which highlighted three main aspects of the 
programme.  

First, the study drew attention to the extensive investment in the ICT infrastructure for 
SMEs. The Western Isles Advisory Service, Skye Telematics Centre, West Moray Telematics 
scheme, and (to a certain extent) the University of the Highlands & Islands project were 
cited as positive examples of locally-oriented and targeted support to introduce IT into 
SMEs and provide appropriate training. Second, the evaluation noted that there was mixed 
experience with financial engineering instruments. Highlands & Islands Venture was seen as 
a good example of how finance and advisory support can be combined as well as illustrating 
the lessons of ‘hands on’ monitoring of SMEs (notwithstanding the high risk element 

                                                 

66 Ernst & Young (1999) Thematic Evaluation of Structural Funds Impacts on SMEs, Final Report to 
DGXVI European Commission, Ernst & Young, London. 
67 The attention given to thematic research on business support in Western Scotland was also 
commended. 
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demonstrated by the failure rate). On the other hand, the lack of success of Highlands 
Equity Capital was also seen to have lessons for other programmes, the poor performance 
being attributed to the high cost of capital. Third, the programme exemplified pro-active 
marketing, networks and customised training for SMEs, with the support for workplace 
training for SMEs seen as good way of promoting lifetime learning. The Advance Graduate 
Placement Scheme was also mentioned. However, the MARK (Market Research Project) 
scheme was perceived as an illustration of the problems associated with SME networking, 
the long lead time considered to be due to the reluctance of SMEs to network because of 
their isolation and suspicion of competition. 

Prioritisation of research, technological development and innovation (RTDI). The 
Western Scotland programme was perceived to have accorded a relatively low level of 
importance to research and innovation during the 1994-99 period.   In the first part of the 
period (1994-96), the allocations to RTDI were estimated at 6.5 percent of the programme 
budget, compared to over 14 percent for the UK and EU15 as a whole.68 For 1997-99, 
research by the Urban and Regional Policy Research Institute calculated that ‘technology’ 
had a share of 9.4 percent of the Western Scotland programme budget, considerable lower 
than other UK Objective 2 programmes, whose shares of technology spending ranged from 
13.4 percent (Yorkshire & Humber) to 25.4 percent (Eastern Scotland).69  

The lack of a specific RTDI priority in Western Scotland during the 1994-99 period was 
criticised by the Commission’s thematic evaluation of RTDI70; it stated that spreading 
research and innovation funding across different priorities (characteristic also of some 
other Objective 2 regions such as Nordrhein-Westfalen) could indicate a lack of strategic 
coherence, although it could be compensated by efficient delivery mechanisms. (The 
strength of the specialised, partnership-based approach for delivering innovation support 
through Structural Funds in Scotland was subsequently acknowledged in a later evaluation 
as offering “the advantage of…a one-stop for funding applications”.71) 

Similar points were made with respect to the Highlands & Islands 1994-99 programme by 
the parallel evaluation of RDTI in Objective 1 and 6 regions.72 The programme was said to 
suffer from “dispersion and lack of clear focus” (p.222), RTDI impacts on the economy were 

                                                 

68 Bachtler J., S. Taylor and C. Kearney (1996) Extended synthesis of agreed Single Programming 
Documents in Objective 2 Areas, 1994-96, Final report to DGXVI, European Commission, European 
Policies Research Centre, University of Strathclyde, Glasgow. 
69 Quoted in: Armstrong H. and Wells P. (2006) Structural Funds and the evaluation of community 
economic development in the UK: a critical perspective, Regional Studies, 40(2), 259-272. 
70 ADE, Enterprise PLC and ZENIT (1999) Evaluation of Research, Technological Development and 
Innovation related actions under Structural Funds (Objective 2), Final Report to DG XVI, European 
Commission. 
71 Technopolis (2006) Strategic Evaluation on Innovation and the knowledge based economy in 
relation to the Structural and Cohesion Funds, for the programming period 2007-2013, Final report to 
DG REGIO, European Commission, Technopolis Ltd, Athens. 
72 CIRCA (1999) Impact of Structural Funds 1994-1999 on research, technology development and 
innovation (RDTI) in Objective 1 and 6 regions, Final report to DGXVI, European Commission, CIRCA 
Group Europe Ltd, Dublin. 
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likely to be limited and a clearer strategy for RTDI was needed, in particular to develop an 
RTDI culture and exploit opportunities in tourism and the marine sector.73 

Some of these issues were addressed again in 2005 by the Commission evaluation of the 
contribution of Structural Funds to the Lisbon strategy.74 The Western Scotland programme 
was one of 11 case studies of the 2000-06 programmes included in the evaluation, which 
scored the programme as having a ‘high level of complementarity’ between the Lisbon 
objectives and Structural Funds in most fields. Some 68 percent of Structural Funds 
expenditure in the programme was considered relevant for the Lisbon Strategy, the most 
important fields of intervention being social inclusion, business development, R&D and the 
information infrastructure. It was also noted that the Scottish Executive Framework for 
Economic Development in Scotland and the Scottish Enterprise Smart Successful Scotland 
strategies were likely to lead to a significant increase in spending on Lisbon-relevant fields, 
given their emphasis on exploitation of the knowledge economy.75 

Importance of support for the information society. At the start of the 2000-06 period, a 
Commission evaluation attempted to assess the support given to the information society 
and the management and implementation arrangements being put in place.76 Both the East 
of Scotland and the Highlands & Islands programmes were in the ‘top 20 regions’ for per 
capita spend on ICT, with figures of €102.3 per head and €98.4 per head, out of a census of 
70 regions, with per capita expenditure ranging from €357.8 (Border Midlands Western 
region, Ireland) to €0.6 (Lower Saxony, Germany).77 The picture was more mixed for the 
evaluation’s assessment of implementation arrangements, which scored a sample of 47 
programmes according to five criteria: programme management, decision-making 
processes; appropriate of information society investments; mainstreaming with other 
policies; and the quality of implementation proposals. While the Highlands & Islands 
programme was given the ninth-highest score (79.4 out of 100), the East of Scotland 
programme was ranked with one of the lowest scores (39). 

3.6.3 International assessment of Structural Funds added value 

Several aspects of the added value identified in the Scottish context are reflected in 
experiences of Structural Funds in other parts of the UK and across the EU. Drawing on an 
EPRC comparative assessment of added value in the 1994-99 and 2000-06 period78, together 
with other evidence, it is possible to make the following observations. 

                                                 

73 However, it should be noted that both the Objective 1 and Objective 2 evaluations appear to have 
based their judgements of the Scottish programmes on desk research; neither the Highlands & Islands 
nor Western Scotland were selected as case studies. 
74 Danish Technological Institute (2005) Thematic Evaluation of the Structural Funds’ Contributions to 
the Lisbon Strategy, Synthesis Report to DG Regional Policy, European Commission, Danish 
Technological Institute, Copenhagen. 
75 The tax breaks for R&D introduced in 2003 by the UK Chancellor of the Exchequer were also 
perceived to be important in this respect. A broader assessment of innovation strengths/weaknesses 
in Scotland factors were highlighted in the later Structural Funds evaluation by Technopolis (2006) op. 
cit. 
76 Technopolis (2002) Thematic evaluation of the information society, Final report to DG REGIO, 
European Commission, Technopolis Ltd, Athens. 
77 The South of Scotland programme was recorded as having ICT spend of €9.2 per head. 
78 Bachtler J. and S. Taylor (2003) op. cit. 
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(i) Additional resources for economic development 

As noted above, Structural Funds programmes had tangible net economic impacts in the 
cohesion countries and other large Objective 1 regions. Outside these areas, the economic 
impacts were difficult to quantify. However, the Funds have clearly enabled additional 
economic development activity to take place, and there is evidence of programmes 
improving the quality of economic development and acting as a catalyst for regeneration. 

Programmes have influenced the deployment of resources for economic development, in 
particular at local level. They have enabled a wider range of organisations to engage in 
economic development and focused intervention on the needier areas. The Funds have 
safeguarded or increased the level of domestic regional development spending, and 
encouraged forward-looking regional development strategies. As the UK assessment of 
added value noted:79 “there is evidence that availability of Structural Funds encourages 
partners to ‘think big’ and undertake sub-regional projects that might otherwise not 
occur.” However, it was also felt that the same effects could have been achieved with 
additional domestic resources. 

(ii) Giving a profile to ‘Europe’ 

It has been argued that an important intangible effect of the Structural Funds is to make 
the EU more visible to citizens, communities, businesses and public authorities. Among the 
perceived benefits is stronger support for European economic and political integration. 
There are tangible outcomes in terms of the encouragement given to regional and local 
organisations to become involved in European political and policy debates and to 
‘internationalise’ their operations. This is disputed by the UK added value study which did 
not consider that Structural Funds had a significant role in highlighting the benefits of EU 
membership. 

(iii) Promoting strategic thinking 

There is considerable evidence that the EU programming approach has promoted a strategic 
dimension in regional development policymaking. Regional development has become more 
integrated and coherent, through the multi-sectoral and geographically focused approach 
of programmes. Multi-annual programming periods have also provided a more stable policy 
environment, allowing longer term planning, as well as protecting funding for economic 
development from ‘budgetary pressures’ In several Member States, there is evidence that 
the lessons of EU programming are being transferred into domestic policies.80 

There is mixed evidence of the influence of Structural Funds on domestic policy priorities. 
For the most part, EU programmes do not appear to have ‘bent’ expenditure against the 
direction of national policy trends. However, they have played an important part in 
pioneering new types of intervention (in areas such as community economic development81 

                                                 

79 ECOTEC (2003) op. cit. 
80 Mairate A. (2006) op. cit. 
81 While community development interventions have progressively become a mainstream part of EU 
Structural Funds (and domestic policy) programmes, it has been noted that the economic impact of 
such interventions has been difficult to verify. See for example: EKOS (2005) The impact and added 
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and the horizontal themes) and have been associated with institutional innovations in the 
management of regional development. In England, the EU programmes were said to have 
devoted a larger proportion of programme budgets to business support and concentrated 
resources on target companies such as SMEs and high technology businesses.82 Over time, 
this thinking has been absorbed into domestic policies; thus, the 2003 assessment of added 
value across the UK concluded that:83  

“the primary policy effect of the Structural Funds has been in reinforcing domestic 
policies in designated areas, such as labour market policies…..Whilst the Structural 
Funds have demonstrated their capacity to promote new policy approaches in some 
domains, the contribution of Structural Funds programmes to policy development 
in the UK appears to have declined over time”. 

(iv) Encouraging partnership and accountability 

The most frequently cited area of added value associated with the Structural Funds is 
partnership. Evaluation studies generally conclude that this fundamental principle of 
Structural Funds programming has brought enhanced transparency, co-operation and co-
ordination to the design and delivery of regional development policy, and better quality 
regional development interventions as a result.  

The partnership principle is implemented in different ways across the EU. According to the 
Commission’s thematic evaluation of partnership, the commonly perceived benefits of 
partnership are improved vertical coherence, stronger involvement of local actors, a 
greater awareness of the ‘bigger picture’, collaborative working and co-operation on 
economic development initiatives, improved decision-making in the management of 
economic development interventions (e.g. project selection) and opportunities for  
exchange of experience.84 Academic research has presented Structural Funds partnerships 
(at least in the mid-1990s) as pioneering new, creative and vibrant forms of governance85 
and offering a “positive learning experience…and that the participants have then been 
able to apply the lessons in other areas of activity”.86 

Interestingly, the ECOTEC evaluation of Objective 1 programmes87 argued that institutional 
arrangements in the UK during the 1990s constrained the regional partnership potential of 
the programmes, partly because the “UK government kept a very tight rein on the content 
of the programmes” (p.72 UK report) and partly (in the case of the Highlands & Islands) 
because local government reform limited the capacity of local authorities to develop and 

                                                                                                                                            

value of EU Structural Funds in Yorkshire and the Humber, Report to Yorkshire Forward, EKOS 
Consulting; and: Armstrong H. and P. Wells (2006) op. cit. 
82 EKOS (2005) op. cit. 
83 ECOTEC (2003) op. cit. p.iii 
84 Tavistock Institute (1997) Thematic evaluation of the partnership principle, Report to DGXVI, 
European Commission, Tavistock Institute, London. 
85 Bachtler J. and I. Turok (1997) The coherence of EU regional policy: contrasting perspective non 
the Structural Funds, Jessica Kingsley Publishers, London. 
86 Roberts P. (2003) Partnerships, programmes and the promotion of regional development: an 
evaluation of the operation of the Structural Funds regional programmes, Progress in Planning, 59(1), 
1-69. 
87 ECOTEC (2004) op. cit. 
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implement projects. Nevertheless, it was noted that the partnership principle was “highly 
influential” (p.74) in the UK, in particular by enabling a sharing of responsibility among 
local agencies such as the community, voluntary and private sectors. This level of 
partnership was considered to more developed than in some other Member States and was 
greater than in the preceding 1989-93 period. In 2003, the UK added value study agreed 
that partnership was a valued feature of the system but concluded that the advantages 
were limited compared with domestic programmes. 

Further operational benefits derive from the exceptional emphasis placed on monitoring 
and evaluation in Structural Funds programming. These practices have been formally 
embedded into the regulatory frameworks, encouraging the generation of comprehensive 
analytical information about all programmes at key points in the programming cycle.  The 
practices not only fulfil transparency and accountability needs but also supply management 
information to guide the strategic steering and effective management of programmes.  In 
Sweden, the introduction of Structural Funds was described as a “cultural revolution” in 
policy thinking and practice,88 with evaluation serving (p.16) “as a catalyst…by emphasising 
issues such as programme discipline, partnership, stringency in project selection and 
assessment, financial control, and monitoring”. Similar observations have been made about 
the influence of Structural Funds evaluation by policymakers in Austria89 and Italy.90 

Lastly, operational added value has also been derived from the strong culture of control 
and audit which is integral to Structural Funds programming, and the use of performance-
related incentives to encourage good management (key examples here being the 
performance reserve fund and the ‘n+2’ automatic decommitment rule applied in the 2000-
06 period for the first time).   

There were also problematic aspects of operating the Structural Funds that detracted from 
their operational value. In both the 1994-99 and 2000-06 periods, there was serious concern 
that the bureaucracy associated with programming was excessively complex, demanding 
and costly. The eligible Objective 2 areas were often small, fragmented and lacking in 
coherence for effective regional development. Indeed, evaluation studies suggested that 
programmes may have been too risk averse as a result of the pressure to spend. 

3.7 The key findings of this section 

Extensive efforts have been made throughout the EU to develop systems and methods for 
assessing the impact of Cohesion policy funding. Macroeconomic models are used in Member 
States where EU funding is very large (e.g. 3-4 percent of GDP). In the rest of the EU, 
including Scotland, the main emphasis is on monitoring the outputs and results of funding, 
and on evaluating effects through the use of case studies. 

                                                 

88 Aalbu H. (1998) The Structural Funds as an agent for system changes: a mid-term evaluation 
Sweden’s Objective 6 programme, Nordregio Working Paper No. 2, Stockholm. 
89 Huber W. (2006) Evaluation of EU Cohesion policy: window-dressing, formal exercise or coordinated 
learning process? Regional Studies, 40(2), 277-280. 
90 Barca F. (2006) EU evaluation between myth and reality: reflections on the Italian experience, 
Regional Studies, 40(2), 273-276. 
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There are, however, some limits on information from monitoring systems and evaluations. 
In the 1994-99 period, monitoring systems in Scotland (in common with the rest of the EU) 
had distinct limitations, not least in terms of target-setting and data collection, leading to 
weaknesses in the availability and quality of monitoring data. In addition, the ex post 
evaluation for the UK’s Objective 1 programmes in 1994-99 did not include the Highlands & 
Islands as a case study, and thus provides only limited information on its performance. 

In the 2000-06 period, Scotland’s monitoring systems were improved, with the same core 
set of indicators and units of measurement used across all programmes. However, most 
programmes will not finish until the end of 2008, so that monitoring data are incomplete. 
The ex post evaluations for 2000-06 will not be finished until the end of 2009. 

While caution is needed in the use of monitoring data, particularly for the 1994-99 period, 
quantitative information show a number of positive effects, including: 

• assistance for businesses, via the provision of both funding and advisory/technical 
services (estimated at around 81,000 firms in 1994-99, and around 72,700 firms by 
the end of 2005 in the 2000-06 period); 

• contributions to the creation and safeguarding of gross jobs, estimated at around 
114,300 in 1994-99 (jobs created and safeguarded), and around 60,300 (jobs 
created only) by the end of 2005 for the 2000-06 period; and 

• support for the creation of net jobs, estimated between 27,600 and 29,900 by the 
end of 2005 for the 2000-06 period. 

The difference between ‘gross’ and ‘net’ jobs is that the latter figures aim to take account 
of (negative) deadweight, displacement and substitution effects, as well as (positive) 
multiplier effects. Although net job figures are estimates, they are likely to provide a more 
realistic assessment of employment effects than do gross figures.  

However, quantitative data do not provide a comprehensive picture of the effects of 
Structural Funds programmes. In particular, these programmes aim to encourage long-term 
structural change, so that their full effects on, for example, job creation or business 
productivity may not be evident within the lifetime of the programmes. 

Evaluations and studies of Structural Funds programmes in Scotland find a number of 
positive qualitative impacts, notably: 

• multi-annual earmarking of development funding for specific locations, social 
groups and types of intervention; 

• as a consequence, in certain locations and policy-fields, the funding of more 
projects and larger projects, and more rapid completion of projects; 

• the levering-in of additional finance from other external sources; 
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• the encouragement of new project ideas or better project quality, through EU 
rules, approaches and exchange of experience; and 

• improvements in the strategic orientation, efficiency and openness to new ideas of 
programme partners and project holders. 

Evaluations also note some negative effects, notably the additional bureaucracy and 
complexity of the Structural Funds approach when compared with domestic programmes. 
Problematic procedures include: project applications and appraisal; project claims and 
payment processes; monitoring requirements; delays in payments; eligibility constraints on 
projects or final beneficiaries; and the implementation of horizontal themes. 

From an international perspective, EU-level studies on the economic impact of Structural 
Funds programmes in Member States with the highest per capita allocations (Greece, Spain, 
Ireland and Portugal in 1994-2006) generally find positive effects on overall income levels. 
However, impact depends on factors such as the degree of openness to external trade and 
investment; the extent of supportive macroeconomic policies and institutional frameworks; 
and the efficient implementation of a coherent and well-designed Cohesion policy strategy. 

There is also evidence of positive microeconomic impacts in smaller Objective 1 regions, as 
well as under other Objectives, although the data in these cases are usually more limited 
and there is stronger reliance on qualitative case study evidence. 

International studies suggest that the Structural Funds programmes have played important 
roles in: 

• providing additional resources for economic development;  

• giving a profile to ‘Europe’;  

• promoting strategic thinking; and  

• encouraging partnership and accountability. 
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4. THE EFFECTS OF SELECTED ‘GOOD PRACTICE’ PROJECTS 
IN SCOTLAND  

4.1 Introduction 

The final task for this study is to provide some insights into the ‘good practice’ effects of 
selected projects which have received EU funding. This section analyses the effects of five 
Structural Funds projects, one in each of the five sets of programmes implemented in 
Scotland in 1994-2006. The projects are: 

• Highlands & Islands: The Small Isles and Inverie Ferry Service; 

• East of Scotland: The Scottish Co-Investment Fund and the Sigma Innovation Fund; 

• South of Scotland: Regeneration of the Crichton Estate, Dumfries; 

• Western Scotland: The Atrium Business Centre, Coatbridge; and 

• Objective 3: The Quest for Employment Initiative, West Fife. 

The following section examines how the projects were selected, and the subsequent five 
sections provide a quantitative and qualitative assessment of each of the five projects, as 
well as an analysis of the added value generated by the Structural Funds. Section 5.8 aims 
to draw out lessons from the case studies for the programmes as a whole and the final 
section summarises the key issues raised throughout Section 5. 

4.2 How the projects were selected 

In accordance with the remit of the study, the research team aimed to select at least four 
major Structural Funds projects across Scotland which were seen to provide evidence of 
good practice. The goal was to focus on projects which were broadly representative of 
Structural Funds programmes in Scotland, and which provided evidence of positive, longer-
term effects, as well as possible lessons for other projects. 

In order to ensure that the projects selected would be representative of the programmes as 
a whole, the research team set a number of initial selection criteria, namely that: 

• one project would be selected from each set of programmes; 

• projects would be selected from a range of geographical areas; 

• projects would reflect the diversity of thematic interventions covered by the 
programmes, particularly infrastructure, active labour market policies, business 
services/infrastructure/funding, innovation, and community development; and 

• projects would take account of the various approaches to implementation taken by 
the programmes, including the types of project sponsor, the kinds of partners 
involved, and the methods used for channelling funding to the final beneficiaries. 
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On the basis of existing knowledge of the Scottish programmes, the team also drew up an 
initial match between each programme and each major spending category. This match was 
broadly retained in the final selection of projects: 

• Objective 3 programmes: active labour market policies, possibly with a social 
inclusion dimension (because this is the sole thematic focus of these programmes); 

• Highlands & Islands: transport or other core infrastructure (due to the importance 
of such interventions in these programmes, which is typical of Objective 1 regions); 

• Western Scotland: business-oriented community regeneration (due to the 
programmes’ emphasis on these themes); 

• East of Scotland: technology transfer or support for business innovation; and 

• South of Scotland: combined provision of business services and infrastructure. 

The team then examined available evaluations, Annual Implementation Reports and other 
studies of the programmes for information on projects within the selected categories. As 
the call for tender emphasised that the study should focus on ‘major’ projects, the team 
concentrated on the programmes’ larger projects. The aim was both to identify possible 
case studies and to eliminate projects which had already been extensively studied. This 
filter had the effect of excluding some of the best-known projects co-financed by the 
programmes. In the Highlands & Islands, for example, major projects include the Western 
Isles spinal transport link, the University of the Highlands & Islands, and the region’s 
broadband connections. Each of these has had a larger effect on the economy of the 
Highlands & Islands as a whole than has the project selected – which has, however, been of 
considerable importance to the Small Isles and Knoydart.  

Discussions were then held with staff in the PMEs, with a view to identifying which of the 
projects listed in the evaluations and reports would provide clear evidence of good 
practice, as well as broader lessons for the programmes as a whole. The aim was to identify 
projects which were seen to have: 

• brought clear socio-economic benefits, whether in terms of quantifiable effects or 
more qualitative impacts such as improvements in the broad context for private 
sector activity, or in a location’s image; 

• generated a long-term legacy, either directly or by providing a basis for further 
developmental action; preference was thus given to projects which had either 
begun in the 1994-99 programming period or had built on earlier actions undertaken 
in 1994-99; 

• addressed the needs of socio-economic groups or locations which were perceived to 
be neglected by domestic policies;  
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• facilitated access to funding from other public or private sources, leading to an 
overall increase in development spending in a specific location or on a certain type 
of intervention; 

• provided a focus for local strategic collective action, for example by encouraging 
cooperation among actors, a longer term approach, or an orientation towards more 
strategic goals; 

• led to a more efficient approach, for example due to Structural Funds requirements 
on project planning, costing and monitoring; and 

• encouraged the introduction of approaches which were seen as too novel or risky to 
be financed through mainstream public mechanisms. 

The final phase of project selection was also subject to practical considerations. A key issue 
was the short time-scale available for this study, as it had to be completed within two 
months (which included the Christmas and New Year holidays). It was therefore important 
that the sponsors of the projects selected would be available and willing to discuss the 
projects at relatively short notice, and to agree to the PMEs releasing detailed information 
on the project from their files.   
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4.3 Highlands & Islands: The Small Isles and Inverie Ferry Service 

4.3.1 The significance of this group of projects 

The Small Isles and Inverie Ferry Service group of projects has made a significant 
contribution to the regeneration of a set of very sparsely-populated and very fragile rural 
communities, and has thus underpinned longer-term community viability and dynamism in 
West Lochaber. The projects have helped transform ferry links to Rum, Eigg, Muck and 
Canna, as well as to Inverie on the Knoydart peninsula. These projects are also interlinked 
with other Structural Funds co-financed interventions in this area. First, the upgrading of 
the A830 Mallaig road to twin-track status is further improving access between key 
mainland centres and the Small Isles/Inverie. Second, enhanced access has made other 
projects viable, including the Isle of Eigg electrification project, as well as various tourism, 
community and environmental projects in the area.  

Before this investment, Muck, Rum and Eigg were the last locations in Scotland where flit 
boats (small tenders) were used to transfer goods and passengers from the ferry to shore. 
Not only did the use of flit boat have obvious health and safety implications but the 
unreliability and difficulty of the service was seen to contribute to ongoing population 
decline. The Small Isles and Inverie Ferry Service projects involved: 

• the construction of new slipways plus shore-based facilities on Muck and Rum, as 
well as a new ferry (1994-99 programme); and 

• infrastructure improvements on Eigg (slipway, shore-based facilities), plus slipway 
improvements on Canna and at Inverie (2000-06 programme). 

Table 4.1: Funding packages to the Small Isles and Inverie Ferry Service projects (£000) 

Title Total 
costs 

Eligible 
costs 

ERDF % 
of 

eligible 
costs 

Highland 
Council 

Scottish 
Office / 

Executive 

Scottish 
Natural 
Heritage 

National 
Trust 

Scotland 

Highlands 
& Islands 
Transport 

Partnership 

Caledonian 
Macbrayne 

Phase 1: 
Rum, 
Muck 

5,802 5,740 25% 997 
(935) 

2,840 530 - - - 

Phase 2: 
New Ferry 

5,022 5,013 25% - - - - - 3,769 

(3,759) 

Phase 3: 
Eigg 

7,815 7,741 37% 910 

(836) 

4,064 

 

- - - - 

Phase 4: 
Inverie  

6,500 6,500 25% 1,219 3,656 - - - - 

Phase 5: 
Canna  

4,248 3,615 12% 150 2,765 - (633) 259 - 

Notes: (a) A blank cell indicates that the organisation in question was not involved in that phase of 
the project. (b) Figures outside brackets are contributions to total costs, while figures in brackets are 
contributions to eligible costs. 

Source: Highlands & Islands Partnership Programme. 
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Table 4.1 shows the cost of these projects, with EU ERDF funding representing 12 percent 
of eligible costs for the Canna project, 25 percent for the infrastructure on Rum, Muck and 
Inverie, as well as for the new ferry, and around 37 percent for the Eigg project. The table 
also illustrates the range of partners which contributed financially to the projects. 

4.3.2 The quantitative effects of these projects 

Table 4.2 draws on monitoring data to show the quantitative results achieved through these 
projects. The number of jobs created/safeguarded and the amount of new traffic 
generated are low relative to the scale of costs due to the limited number of people living 
in the area, as well as to the higher cost ratios of projects typical of peripheral and 
sparsely populated areas. Construction costs in this area are estimated at around 2.5 times 
the average rates in the Central Belt due, for example, to the physical and time constraints 
related to access, as well as to the need to bring in workers with specialist skills.  

Table 4.2: The outputs and results of the Small Isles and Inverie Ferry Service projects 

Outputs and results Phase 1: 
Rum & Muck 

Phase 3: 
Eigg  

Phase 4: 
Inverie 

Phase 5: 
Canna  

Km of local roads constructed 0.6 (0.6) (0.6)   

Reduction in journey time 
(minutes) 

 30 (30) 12 (12)  

No. of additional commercial 
vehicles  

 23 (23)   

Increase in no. of sea containers 
transported per year 

  2.5* (15)  

No. of construction jobs 10.3 (12.3)    

No. of gross FTE construction jobs   9.3* (10.8) 4* (6) 

Total no. of gross new jobs created  13 (13)   

Total no. of gross jobs safeguarded   10 (10)  
Notes: (a) Data marked with a star * are not final. (b) Ex ante targets are shown in brackets. 

Source: Highlands & Islands (Scotland) Structural Funds Partnership. 
 

The issue of value for money was indeed a key obstacle to the domestic provision of funding 
to these projects. The need for a comprehensive solution to the access problems of the 
Small Isles and Inverie was recognised by the early 1990s, not least by a Scottish Office 
Steering Group. There were, however, questions over the scale of costs, relative to the 
number of individuals benefiting directly.  

This issue was extensively debated during the project preparation and selection phases. 
Although the Highlands & Islands Structural Funds programmes have primarily focused on 
developing more fragile areas, it has not been typical to make an investment of this scale 
for such small communities. However, there was strong backing for the projects from a 
range of public agencies (including Scottish Office/Executive, Highland Council, Lochaber 
Enterprise, National Trust for Scotland, and Scottish Natural Heritage), as well as from the 
communities themselves. In order to encourage a value for money approach and the 
leverage of funding from other agencies, the rate of Structural Funds co-financing was set 
relatively low, at 25 percent for the package of projects.  
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4.3.3 The qualitative effects of these projects 

(i) The short-term effects 

By improving access, these projects have brought a number of immediate benefits to the 
area, in terms of facilitating economic development and improving quality of life. 

Tourism is starting to develop, as the ferry connection now allows day-trippers to visit the 
Isles and Inverie, and encourages more over-night stays. Improved access, for example, has 
contributed to the increase in visitor numbers to Kinloch Castle on Rum (in addition to a 
relaxation of rules on visiting the island). It has also allowed for small-scale tourist 
accommodation and services to become more viable, for example on Eigg and at Inverie. 

The new ferry services also mean that there is less pressure on individuals to leave the 
area, for example in order to gain access to public services. Elderly people are now better 
able to remain living in these areas, rather than moving away. The new services may also 
reduce the high turnover of the population on Rum, which is almost entirely made up of 
Scottish Natural Heritage staff.  

In practical terms, improved access means that it is now possible: 

• for telecoms engineers to cross to the islands, make repairs and return to the 
mainland on the same day (previously two to four days); 

• for livestock to be transported by float/lorry (previously loose on a landing craft); 

• for skips of waste to be collected every three to four weeks, with separation of 
recyclables (previously waste was not processed or recycled); 

• for pallets of foodstuffs and general goods to be driven ashore (previously boxes of 
goods were manhandled from boat to boat); and 

• for house building to go ahead on the islands, as builders now have vehicle access. 

(ii) The longer term importance  

These projects can also be seen as a catalyst to development because they have put in 
place the basic infrastructure which was needed before other community-based or business 
activities could be viable. These effects should be further enhanced by the upgrade of the 
A830 road between Arisaig and Loch nan Uamh in 2006-08 to allow for two-way traffic, 
which is also being co-financed by the 2000-06 Structural Funds programme. This upgrade 
to a key stretch of road is needed due to concerns over road safety, broader safety issues 
related to emergency service access, and also economic development. (A previous phase of 
the upgrade of the A830 [Polnish Bridge to Loch nan Uamh] was co-financed under the 
1994-99 Objective 1 programme.) 

These infrastructure improvements also enhance the viability of other initiatives, such as 
the following. 
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• New development plans for Canna and Rum, produced by the islands’ respective 
owners, namely the National Trust for Scotland and Scottish Natural Heritage. 
These plans are seen to have generated a new dynamic in these communities. 

• The Isle of Eigg Electrification project, managed by the community-owned Isle of 
Eigg Heritage Trust, which aims to provide a steady electricity supply plus revenue 
for community projects. The project was co-financed by the Scottish Community & 
Householder Renewables Initiative, the Big Lottery, Lochaber Enterprise, Highland 
Council, the Energy Savings Trust (DTI), the Highlands & Islands Community Energy 
Company / Scottish Executive, and the Isle of Eigg Heritage Trust. 

• The upgrading of Knoydart’s Hydro Scheme, which generates hydro-electricity and 
provides revenue for community projects. The project was co-financed by the 
ERDF, Highlands & Islands Enterprise, and the Knoydart Foundation itself. 

• Consideration of a wind generation project on Muck, which has become a possibility 
now that improved access has reduced constraints on building.  

These developments also need to be understood in the context of structural changes, 
notably the community buy-outs on Eigg and Knoydart. This shift in land ownership has 
facilitate the provision of public funding for developing infrastructure and services.  

4.3.4 The specific role of the Structural Funds in these projects 

It is unlikely that these five projects would have been financed without Structural Funds 
support within the existing timescale (1998-2006 for actual construction) or that such a high 
quality, long-term approach would have been taken without EU support. 

As noted above, the need for a comprehensive solution to the access problems of the Small 
Isles and Inverie was widely recognised by the early 1990s, not least by the Scottish Office. 
However, the projects were seen to represent strong policy risk, due to the large sums 
involved in respect of a very small population. Structural Funds resources were thus key to 
meeting the needs of an area where domestic policy had been making only limited 
headway. Although EU funding covered only 25 percent of costs, it was important in limiting 
the overall level of risk and thus in ensuring financial contributions from other partners.  

Although the quantitative outputs and results are low relative to total costs, the projects 
can be seen to have been worthwhile in terms of their qualitative effects, notably in 
ensuring the longer-term viability of communities and economic development in this area. 

The decision to take a longer-term, higher-quality approach partly reflected the Structural 
Funds’ emphasis on the need for strategic solutions which leave a legacy. In addition, EU 
eligibility rules do not allow funding to be allocated for maintenance costs. This was a 
factor in the decision to construct the ferry access slipways from mass concrete, which 
should last for 120 years with little need for maintenance, rather than a cheaper 
alternative with a lifespan of only 15-20 years. 
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4.4 East of Scotland: The Scottish Co-Investment Fund and the Sigma 
Innovation Fund 

4.4.1 The significance of these Funds  

The Scottish Co-Investment Fund and the Sigma Co-Investment Fund aim to address a key 
challenge facing new and growing small businesses, namely the difficulty in generating 
resources to finance all aspects of start-up and expansion. This challenge is perceived as 
particularly acute in the case of technology-oriented start-ups, where the level of both risk 
and potential growth are high, not least because the business capital is likely to lie in the 
owner’s know-how and innovative capacity, rather than in tangible assets.  

Structural Funds intervention was seen to be needed, both because of the potential 
importance of such firms to Scotland’s future growth prospects and because of a lack of 
private sector instruments. Policy aims to encourage entrepreneurship and to raise 
Scotland’s start-up rate from its current low level per head of population (relative to the 
UK average).91 Private sector lending to such firms is often limited. Banks are frequently 
unwilling to lend to these firms due to the high level of risk, while business angels networks 
are still relatively under-developed in Scotland, and venture capitalists generally do not 
provide the smaller amounts of funding needed (up to £500,000). 

These projects aimed to mobilise private sector funding and expertise, partly in order to 
enhance value for money, but also with a view to raising the quality of support for firms, by 
allowing them to access the business knowledge and skills of private investors. Thus, 
Structural Funds resources have not simply been used to finance the supply of small-scale 
risk capital, but also to fund complementary interventions which aim to make investing in 
start-up companies a more attractive proposition, including:  

• LINC Scotland, which aims to support the development of the business angel sector, 
as well as to broker links between investors and companies seeking finance; and 

• Connect Scotland, which brings together technology-oriented businesses and 
investors, and aims to stimulate the commercialisation of new technological ideas. 

These interventions aim to improve investors’ capacities to assess technology-oriented 
businesses and also to improve entrepreneurs’ business plans and their awareness of the 
investment process. 

The focus here is on two investment Funds – the Scottish Co-Investment Fund and the Sigma 
Innovation Fund – which were set up in 2003. Their implementation builds on experience 
from risk capital funds set up under the 1997-99 Objective 2 programmes. In the East, two 
funds were created in 1997-99: Eastern Scotland Investments Limited; and the Edinburgh 
Technology Fund. This period also saw intensive efforts to increase interest among 
investors, which allowed for new approaches to be taken in the next phase via the Scottish 
Co-Investment Fund, and also for a reduction in the percentage of public funding. 

                                                 

91 Scottish Executive (2006c) Scottish Economic Report, June 2006, SE/2006/105, Edinburgh. 



The Impact of Structural Funds Programmes in Scotland, 1994-2006 

European Policies Research Centre  University of Strathclyde 63

The Scottish Co-Investment Fund covers the whole of Scotland and can invest up to 
£500,000 in company finance deals of up to £2 million, with EU funding used to co-finance 
projects in Objective 1 and 2 areas. It focuses on small and medium-sized enterprises 
(SMEs) with high growth potential. The public contribution is provided by the ERDF and 
Scottish Enterprise (with the latter including £20 million of Regional Selective Assistance 
monies from the Scottish Executive). These public resources are used to match, on a 1:1 
basis, the funding provided to firms by individual Co-investment Partners. Firms seeking 
finance first make contact with one of these 22 Partners, which have been appointed by 
Scottish Enterprise, and include institutional investors, professional fund managers, 
business angel syndicates and private investors. The Partner is responsible for assessing and 
negotiating the investment deal; the investment provided by the partner is then matched 
by public resources. The Co-investment Partners, therefore, make investment decisions on 
behalf of the Fund, reducing overheads by eliminating the need for fund management 
activities. This approach also increases the number of possible investments that can be 
considered at any one time and allows applications to be examined by more than one 
investor. In addition, it means that the Fund’s representatives can be located in different 
areas, which improves communication between the Fund and the SME community. 

Table 4.3: Financial resources provided to the two Funds 

Fund Total 

funding 

EU 

funding 

Scottish 

Enterprise 

Co-investment 

Managers 

Bank of 

Scotland  

Sigma 

Technology 

Investments 

Scottish Co-

Investment Fund 

Scotland-wide 

 

 

£87m 

 

 

£24.7m 

 

 

£20m 

 

 

£42.3m 

 

 

- 

 

 

- 

Scottish Co-

Investment Fund 

East Scotland 

 

 

£27.4m 

 

 

£11.0m 

 

 

£3.0m 

 

 

£13.4m 

 

 

- 

 

 

- 

Sigma Innovation 

Fund  

East Scotland 

 

 

£6m 

 

 

£2.2m 

 

 

£0.1m 

 

 

- 

 

 

£3.0m 

 

 

£0.7m 

Note: A blank indicates that the organisation in question did not contribute to the Fund. 

Source: East of Scotland European Partnership 

The Sigma Innovation Fund provides smaller amounts of funding than does the Scottish Co-
investment Fund, and has a stronger focus on technology-oriented firms. It can allocate a 
mix of loan and equity finance in the range £20,000-£299,000, with simplified terms and 
conditions, to unquoted early-stage and start-up businesses. It also provides advisory and 
support services to businesses seeking finance. In contrast to the Scottish Co-Investment 
Fund, the Sigma Fund is managed by a specialist private sector Fund Manager, due to the 
degree of market failure and limited number of potential investors for such high-risk 
investments. The focus is on businesses with high-growth potential in technology-oriented 
sectors such as technology/media/telecoms, biotechnology, environmental technology and 
electronics. Such businesses traditionally find it hard to raise sufficient capital to meet 
their needs due to the level of risk for investors, and the Fund’s policy is to take higher risk 
than existing private sector funds. All funding partners share equally in capital subscription 
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in Fund gains and losses. The Fund is active only in the East of Scotland’s Objective 2 area 
(including the area covered by the Transition programme). 

4.4.2 The quantitative effects of the Funds 

The quantitative outcomes and results of the two Funds in the East of Scotland seem 
positive, considering that each had allocated only around half of its funding at the time of 
the assessment, and that their emphasis on small firms with strong future growth potential 
are likely to limit results in terms of jobs and sales in the early years. 

For the Scottish Co-Investment Fund, 30 investments had been undertaken in the East of 
Scotland by the end of December 2005, amounting to over £2.8 million. The scale of the 
investments ranged from £25,000 to £350,000, with an average public contribution of 
£78,000. The public co-financing rate is lower than had been anticipated due to the 
Investment Partners providing higher than expected funding to the selected investment 
projects. The Fund is thus seen to have had a stronger than expected leverage effect. In 
the East of Scotland, businesses receiving support have primarily been in the information 
technology, biotechnology and medical device sectors. 

Table 4.4: The outputs and results of the Funds in the East of Scotland 

Outputs and results Scottish Co-Investment Fund Sigma Innovation Fund 

 Targets (revised 
in 2006) 

Results (June 
2006) 

Targets (set 
in 2003) 

Results (June 
2006) 

Total no. of existing businesses 
assisted 

52  26  20 9 

Total no. of new businesses 
assisted/ created 

21  11  20 2 

Total no. of gross new jobs 
created 

343  411  
 

200 48 

No. of gross jobs safeguarded   100 79 

Increase in sales in existing 
businesses (£million) 

26.7  2.38  
 

23.5 N.A. 

Increase in sales in new 
businesses (£million) 

8.54 0.97  
 

23.5 N.A. 

Private sector leverage 
(£million) 

17.35  8.21  
 

  

Note: Targets are set for the entire period, 2003-08, whereas results are for 2003-06 only. 

Source: East of Scotland European Partnership 

By September 2006, the Sigma Innovation Fund had financed 11 investments, with a total of 
£3.05 million, so that over half of the initial capital had been invested in firms. Most 
successful bidders have sought relatively high levels of investment, of between £250,000 
and £300,000, with a view to undertaking significant expansions of their business base and 
creating new jobs. Investments cover a wide range of sectors, including information 
technology, biotechnology, electronics and environmental technologies.  
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4.4.3 The qualitative effects of the Funds 

These interventions have succeeded in establishing risk capital funds which address a gap in 
market provision, notably for smaller-scale investments in growth-oriented SMEs, including 
start-up and smaller technology oriented companies. Both Funds have succeeded in 
leveraging a higher level of private sector funding than had initially been anticipated. From 
a policy perspective, increased participation by private investors in the provision of risk 
capital is likely both to enhance value for money and to raise efficiency, by drawing on the 
specialist business and management expertise of private investors. 

A key issue has been the accompanying emphasis on changing attitudes and working 
practices among both firms seeking finance and potential investors, with a view to 
increasing the availability of private funding to SMEs with growth potential. Shifts in firms’ 
needs and investors’ views have been monitored and analysed via external studies and by 
Scottish Enterprise. This has allowed intervention to be adapted over time, as private 
sector interest in assessing and financing firms’ proposals has increased. Public intervention 
is thus seen to have shifted the views and activities of actors on financial markets, and 
facilitated, for example, the emergence of increased numbers of business angels.  

The value for money of quasi-public risk capital funds should be greater than that of 
traditional State aid, partly because they may become ongoing sources of funding. In 
addition, they may generate efficiency gains through the use of private sector expertise 
and methods in allocating funding, which should lead to less distorting effects on economic 
incentives, relative to State aid.  

4.4.4 The role of the Structural Funds  

Without Structural Funds support, only limited public resources would have been available 
to stimulate the emergence of equity-based funding for high-risk firms in the East of 
Scotland. In addition to the EU funding directly involved in the risk capital funds, further 
Structural Funds resources have co-financed flanking activities aimed at shifting attitudes 
among entrepreneurs and investors. Structural Funds support is seen to have been 
particularly important in 1997-99, when the first risk capital funds were set up, and which 
is seen to have been characterised by intensive learning among all those involved.  

The Sigma Innovation Fund could not have been set up without resources from the 
Structural Funds programme because the finance available from other sources was too 
limited for the Fund to have been viable. Moreover, the Bank of Scotland’s contribution was 
conditional on other partners providing funding and, despite repeated attempts, it has only 
been possible to source a relatively small amount of funding from other private investors. 

The Scottish Co-Investment Fund would have been set up without the Structural Funds 
contribution but on a smaller scale. It is estimated that the Fund’s total capitalisation for 
the whole of Scotland would have £40 million (instead of £87 million), with around £5 
million earmarked for the East of Scotland (instead of £27.4 million). Thus, the Fund would 
not have been able to meet the existing level of demand. Moreover, the provision of EU 
funding is seen to mean that the Fund has taken a slightly less risk-averse approach, 
allowing four percent of firms’ proposals to be financed (rather than three percent). 
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4.5 South of Scotland: Regeneration of the Crichton Estate, Dumfries 

4.5.1 The significance of this initiative  

The Crichton Estate in Dumfries has become a major focus for economic regeneration in the 
south-west of Scotland. Structural Funds resources have made a significant contribution to 
the site’s transformation into a high quality business park and university campus. The 
initiative has been key in attracting new businesses to locate, both on the site and in the 
broader area, as it provides access to high quality telecommunications services and also 
enhances the local availability of higher level skills. It also allows local people to gain 
university qualifications without leaving the region. Moreover, the higher education 
operation has generated 900 jobs on the estate and a further 200 jobs in the area, while 
other jobs have been created, for example, in the site’s hotels and conference facilities. 

The Crichton Estate was formerly the site of a psychiatric hospital, set up in the early 19th 
century and closed in 1994. Concerns over the site’s break-up led the local authority to 
purchase the estate with a view to redeveloping it for higher education and business 
purposes, as well as community use and enjoyment. The estate is now leased to the 
Crichton Trust, which takes strategic decisions, and sub-let to the Crichton Development 
Company, which is responsible for day-to-day management. A charity, the Crichton 
Foundation, supports the project and liaises with the local community. 

Since 1995, the Crichton regeneration project has drawn on funding from a range of public 
and private sources. There has been extensive work to upgrade buildings (including several 
listed buildings on the site), provide high level telecommunications and electrical networks, 
and enhance other physical infrastructure, including roads. Further investment has been 
attracted from businesses, as well as further and higher education colleges, which have 
located on the Crichton Estate. Structural Funds resources have been used to co-finance a 
number of completed and ongoing projects, including the Centre for Expertise, 
Competitiveness and Change, which is to be completed in September 2007, and the 
Easterbrook Hall, which is due to be finished in May 2007. 

Table 4.5: The contribution of EU funding to the Crichton Estate regeneration 

Title Total costs (£000) EU funding (£000) EU funding as % 
of total costs 

Crichton-Glasgow IT Link 1,575 350 22.2 

Electrical infrastructure 1,228 433 35.2 

Road infrastructure 890 231 25.9 

Business Park Phase 1 671 210 31.3 

Business Park Phase 2 371 79 21.3 

Source: EPRC calculations based on data from South of Scotland European Partnership. 
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The focus here is on five EU co-financed projects which have been completed and which 
have been key to the site’s regeneration: 

The Crichton-Glasgow IT Link involved a broadband communications connection, using 
fibre optic technology, between the Crichton Campus and the network of the telecoms 
supplier in Glasgow, significantly upgrading the quality of services in the area. The project 
was funded under the 1994-99 Objective 5b programme (between January 1998 and March 
2001) and drew on co-financing from the Crichton Trust, Dumfries & Galloway Enterprise, 
and the private company, Scottish Telecom. 

The site’s electrical infrastructure also had to be upgraded to secure an adequate and 
reliable electricity supply to the business park. This involved, for example, modifying one 
sub-station and establishing two new sub-stations, as well as the installation of a new high 
voltage ring on site. The project was funded under the 1994-99 Objective 5b programme 
(between May 1999 and September 2001) and drew on co-financing from the Crichton Trust, 
and Dumfries & Galloway Enterprise. 

The site’s road infrastructure had to be enhanced due to expected increases in the volume 
of traffic on the business park. Funding was also provided for car parking provision, street 
lighting, drainage infrastructure and signage. The project was funded under the 1994-99 
Objective 5b programme (between May 1999 and September 2001) and drew on co-
financing from the Crichton Trust, and Dumfries & Galloway Enterprise. 

Phase 1 of the Crichton Business Park involved the refurbishment of 400 square metres of 
the business park’s Galloway building for call centre use. In addition, it funded the 
upgrading of general facilities in the business park, including bus shelters and cycle racks. 
The project was funded under the 2000-06 Objective 2 programme (between November 
2000 and December 2006) and drew on co-financing from Scottish Enterprise, Dumfries & 
Galloway Council, and the Crichton Development Company. 

Phase 2 of the Crichton Business Park refurbished an additional 345 square metres of the 
Galloway building for the call centre, and also enhanced telecoms infrastructure. The 
project was funded under the 2000-06 Objective 2 programme (between February 2002 and 
December 2005) and drew on co-financing from the Crichton Development Company. 

4.5.2 The quantitative effects of the project 

In addition to the outputs outlined in the previous section, Table 4.6 shows that the 
projects have made a significant contribution to the broader physical regeneration of the 
site, including the provision of high quality business premises. These have thus been 
instrumental in attracting new businesses and higher education facilities, and thus in 
creating and safeguarding jobs in the Dumfries area. The lack of both high-quality business 
accommodation and university level education had previously been identified as major 
constraints on the area’s economy, and this set of projects contributes significantly to 
overcoming these weaknesses. 
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Table 4.6: The outputs and results of the Crichton Estate projects 

 Crichton-
Glasgow IT Link 

Electrical 
infrastructure 

Road 
infrastructure 

Business 
Park Phase 1 

Business 
Park Phase 2 

Ha of industrial land 

serviced 

6 (6) 6 (6) 6 (6)   

Area of premises 

provided (sqm) 

   400 (400) 345 (345) 

Area of premises 

occupied after 18 & 

36 months (sqm) 

   400 (400) 345 (345) 

No. of new tenants 12 (4) 12 (5) 12 (8)   

No. of units occupied 1 (1) 13 (3) 13 (3)   

No. of jobs created 110 (270)  100 140 (112) 70 (100) 

No. of jobs created 

for women 

   87 (67) 36 (50) 

No. of jobs indirectly 

safeguarded 

0 (250) 124 (80)    

Note: Initial targets are shown in brackets. 

Source: South of Scotland European Partnership 

4.5.3 The qualitative effects of the project 

All projects have been important for regenerating the Crichton Estate as a high-quality 
business park and university campus, with advanced telecoms links and excellent facilities. 
The park is seen as able to attract new business investment in technology related sectors 
such as software and electronics, as well as specialist call centres and back offices. In 
addition to the telecoms links, the co-location of higher education facilities on the site is 
seen as particularly attractive to such firms. Before the Crichton Estate was re-developed, 
technology-oriented firms would not have considered locating in Dumfries & Galloway.  

While the regeneration project specifically aimed to enhance the availability of more highly 
paid and skilled jobs in the area, it has in fact generated a range of different types of job. 
The main Galloway building is home to a large call centre, Patientline, which employs 
around 210 people, including students and parents of small children on part-time contracts. 
The call centre has also attracted older workers, some of whom had previously been 
unemployed. Similarly, the site has drawn in private investment in the form of hotel and 
conference facilities, which provide a range of jobs for local people. 

Moreover, the provision of broadband connections is seen to have acted as a catalyst for 
technology-oriented business development throughout the area. Of particular importance 
has been the upgraded telecoms infrastructure, providing high-quality but low-cost 
services. The Structural Funds played a particularly important role in co-financing the 
initial set-up costs because this allowed the project sponsor to select a telecoms supplier 
with high set-up costs but a low annual rental charge. (This contrasted with the approach of 
the existing supplier, British Telecom, which offered low set-up costs but a high annual 
rental fee.) The outcome for businesses and other users was lower cost and higher quality 
telecoms services than they could otherwise have accessed. 
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The advanced telecommunications link was also influential in attracting Glasgow and 
Paisley Universities to set up facilities on the Crichton site,92 in addition to Bell College, 
and Dumfries & Galloway College. The development of the Crichton Estate thus means that 
students from Dumfries & Galloway no longer need to leave the area if they wish to 
progress from further to higher education.  

The goal is that the co-location of technology oriented businesses and higher education 
should generate mutual benefits. This is already evident in the number of student 
placements in businesses on the site. Moreover, by helping to increase the number and 
competitiveness of businesses in the area, the Crichton Estate provides new job 
opportunities for people graduating from colleges on the site, and thus contributes to the 
retention of educated people in the region. 

The regeneration has also brought other benefits. On the one hand, it has led to broader 
recognition of the need to develop a region-wide IT strategy and has promoted wider use of 
telecommunications services, not least among community and voluntary groups. On the 
other hand, it has involved the restoration of a large conservation area (classified by 
Historic Scotland as ‘outstanding’), made up of 34 hectares of landscaped parkland with 27 
main buildings, 17 of which are listed. The regeneration of the site has won a series of 
planning, architecture and design awards, from bodies such as Scottish Enterprise, the 
Royal Town Planning Institute, and the Royal Institute of British Architects.  

4.5.4 The role of the Structural Funds  

It is likely that the regeneration of the Crichton Estate could not have proceeded in its 
current form without EU funding, and that the scale and quality of any initiative would 
have been significantly reduced. The site might instead have been developed as a generic 
business park, without high-grade telecommunications services or higher education 
facilities. While such a park could have provided employment, it would not have enhanced 
the area’s capacity to attract technology-oriented businesses, or to retain young people 
wishing to gain university qualifications and skilled jobs. Moreover, in addition to the 
immediate effects on employment and economic activity, a large, high-quality regeneration 
project such as the Crichton Estate can bring systemic benefits via enhanced image, both 
among businesses and in the wider community. 

In addition, each phase of physical regeneration would have been slower without EU 
funding, due to limits on the capital investment budgets of the partner organisations and 
the range of demands on these budgets. For example, it might not have been possible to 
finance the upgrading of the electrical facilities or road infrastructure in 1999 and 2000 
without EU funding. Both of these projects are fundamental to the overall regeneration of 
the site and to ensuring that an appropriate level of services was in place for businesses 
and universities/colleges. Similarly, if EU resources had not been provided for Phase 1 of 
the business park itself, Scottish Enterprise would have had to meet the shortfall in 
funding, and this could have led to a smaller scale or slower approach.  

                                                 

92 Current discussions over the future of Glasgow University’s presence on the site underline the 
difficulty of establishing higher education facilities in areas such as Dumfries & Galloway. 
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4.6 Western Scotland: Atrium Business Centre, Coatbridge 

4.6.1 The significance of the project 

The Atrium Business Centre has made an important contribution to business development 
and employment creation in the Coatbridge area since it received a capital grant under the 
1994-96 Objective 2 Programme. The centre was one of the first in Scotland to combine the 
high-quality accommodation for small firms with other forms of support, particularly IT 
facilities and management training. In addition, a number of business advisory and 
innovation-related services for SMEs have been set up within the centre – sometimes with 
further EU funding – and these continue to generate benefits for local businesses.  

The project was conceived and developed, and is now owned and managed, by Lanarkshire 
Enterprise Services (formerly Monklands Enterprise Development Company), the 
development company for North Lanarkshire. Based initially on anecdotal evidence from its 
own client base, and backed up by a survey of existing business accommodation in the area, 
the enterprise trust identified a gap in the market provision of high-quality premises for 
very small businesses. In particular, the lack of targeted, high-quality accommodation was 
seen to be causing smaller, knowledge-based companies to leave the area. In order to 
retain these businesses locally, there would need to be a supply of the right type of 
premises.  

The enterprise trust, which at the time was in leased accommodation, undertook a 
feasibility study to examine the commercial viability of combining their own need for 
accommodation with the identified gap in the market. The trust tried to obtain funding 
from various private and public sources but was not successful in raising sufficient finance. 
It therefore put in an application for Structural Funds resources, with co-financing provided 
via own funds and a commercial bank loan. The proposal focused on an open-plan design 
built around a central atrium, with very small office units plus high quality shared space, 
and an IT Centre incorporating state-of the art information and communications 
technologies. 

In 1995, Structural Funds support of £460,000 (40 percent) was approved towards total 
costs of £1.03 million, for the construction of a 1,000 square metre building providing fully 
serviced accommodation for start-up businesses, on leases shorter than normally available 
commercially. Monklands District Council also provided a one-off grant (of c.£90,000) 
towards costs not eligible for Structural Funds support (e.g. fixtures and fittings). The 
Centre was built on a former steel site which had been decontaminated with Structural 
Funds assistance, and had been designated part of the Lanarkshire Enterprise Zone.  

The Centre has recently been extended to provide more space to new businesses, as well as 
conference and meeting facilities for the local area. In addition, the Centre houses projects 
which provide specialist business services, including the following. 

• Lanarkshire Enterprise Services (as Monklands Enterprise Development Company) 
operated a range of management development programmes with European Social 
Fund support under the 1994-96 and 1997-99 Objective 2 programmes (e.g. New 
Business Ventures, Supply Chain Management, Business Performance, Training 
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Needs Analysis). With ERDF support, they also ran a Business Development Links to 
Training Programme (1994-96 programme) and an Annual Operating Plan Support 
Programme (1997-99 programme), providing business development support for 
SMEs.  

• Within the IT Centre, advice and training was provided to small businesses on their 
IT options, and assistance given with developing an IT Action Plan.  

• The Lanarkshire Incubation Centre provides accommodation for high growth 
technology-based businesses and an innovation support programme. It has received 
Structural Funds support of almost £1 million since 1997. 

4.6.2 The quantitative effects of the project 

The project has met all the target outputs, and various project spin-outs located in the 
Centre have since produced further outputs. Table 4.7 shows the outputs and impacts 
during the three years of Structural Funds support; however, the Centre is still generating 
benefits for businesses via the provision of high quality accommodation and services.  

Table 4.7: Outputs and results of the Atrium Business Centre, Coatbridge 
Outputs/results Target set in application Outputs / results achieved 
Business Centre 1000m2 1 1 
Managed workspace units 35 35 
Vocational training facility 1 1 
IT Centre 1 1 
Business Training Centre 1 1 
Land improved (ha) 0.5 0.5 
New businesses  N.A. 23 
Incubation units N.A. 25 
Micro work stations N.A. 6 
Employment N.A. 54 

Source: Strathclyde European Partnership and Lanarkshire Enterprise Services 

Moreover, the Atrium’s specialist advisory services to businesses, both inside and outwith 
the Centre, have also generated (and continue to generate) significant benefits. The 
Incubation Centre alone has attracted substantial funding from both the public and, 
particularly, the private sector (Table 4.8). 

Table 4.8: Funding secured by the Incubation Centre in 2003-06 (£000) 
Funding 2003-04 2004-05 2005-06 
Total raised 3,250 3,425 3,832 
Public 352 373 926 
Private 2,898 3,052 2,906 

Source: Lanarkshire Enterprise Services 

The outputs and results of these specialist services in recent years include the following. 

• The Lanarkshire Incubation Centre has supported the start-up of 55 new high 
growth businesses, creating 390 new jobs (1,060 projected by the end of 2006), 
levering in eight SMART awards. 
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• The Annual Operating Plan Support Programme assisted 91 SMEs in 1997-99, helping 
to create 45 full-time jobs and to develop 64 new business processes. 

• The Monklands Business Development Links to Training Programme helped 106 
companies in Monklands in 1995-96. 

• The Information Technology Centre has facilitated the training and support of over 
1000 companies (varying from 250-400 per annum) in a wide range of e-commerce 
and ICT-related areas. As a result of either participating in a suite of workshops or 
through advice from an e-commerce adviser, or a combination of both, 149 
companies are estimated to have improved or to be on track to improve their e-
commerce capability. 

Two of the most important initiatives with the Atrium Business Centre are the Incubation 
Centre and the Information and Technology Centre. The Incubation Centre provides 
accommodation and support for small new firms with strong growth potential (Table 4.9). 

Table 4.9: High-growth start-ups in the Incubation Centre in 2000-06 
Outputs/results 2003-04 2004-05 2005-06 
No. of clients 33 37 40 
No. of new businesses formed 16 17 22 
No. of businesses still trading  9 14 19 
Percentage of businesses still trading  56 83 86 
Current average turnover (£000) 950 1,700 730 
Current average employment 10 10 9 

Source: Lanarkshire Enterprise Services 

The Information Technology Centre provides training and other services in the field of IT to 
significant numbers of businesses. In 2004-2006, it undertook training courses in the fields 
of e-business and broader information technology for almost 500 businesses, involving 
almost 700 participants (Table 4.10). 

Table 4.10: Outputs of the Information Technology Centre in 2004-06 
 Outputs e-business 

training 
IT training ICT bespoke 

for company 
Referral to 

e-commerce 
adviser 

Resulting 
projects 

2004-05  

No. of companies 179 278 21 166 N.A. 

No. of participants 195 448 74 166 N.A. 

Total training days 465 734 129 N.A. N.A. 

2005-06 

No. of companies 142 221 8 42 15 

No. of participants 138 238 37 32 N.A. 

Total training days 361 717 35 N.A. N.A. 

Source: Lanarkshire Enterprise Services 
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4.6.3 The qualitative effects of the project 

The Atrium is considered to have generated significant benefits for the area, providing a 
focal point for local SMEs, encouraging and supporting the creation of new businesses, 
enhancing their survival rate and growth potential, and creating employment locally. It has 
also helped to improve the skills levels of the existing and emerging workforce. Moreover, 
the creation of the Business Centre has added credibility and a stamp of quality to the 
project sponsor, Lanarkshire Enterprise Services, which has gone on to reinvest profits in 
the local area, providing long-term benefits. Continued reinvestment and upgrading of the 
Centre has been a feature of the development.  

The project was one of the first of its kind in Scotland and led the way in the provision of 
high-quality premises for small businesses, combined with other support facilities. The 
Centre demonstrated that there was unmet demand for such accommodation and that such 
projects could be financially successful. The Atrium achieved break-even occupancy levels 
within 18 months and succeeded in repaying its bank loan earlier than expected. The 
Atrium model has since been used as an example of good practice (e.g. Hillington, 
Ladywell), and its success has allowed the Structural Funds to support similar projects in 
other areas of Western Scotland. 

By providing Lanarkshire Enterprise Services with the physical space to develop a range of 
services to business, the Centre has also allowed further Structural Funds resources to be 
gained, and has facilitated the local delivery of services aimed at enhancing business 
competitiveness. 

Finally, the Business Centre’s value in terms of perceptions of the area should not be 
under-estimated. The Atrium is located in what was considered to be the least attractive 
Enterprise Zone in North Lanarkshire, and has made a significant contribution to 
demonstrating that high-quality, technology-oriented developments can be successful in 
such locations.  

4.6.4 The role of the Structural Funds  

The Atrium is unlikely to have been set up without support from the Structural Funds, since 
funding was not forthcoming from other potential public sector sources, and only limited 
private sector funding could be obtained in the form of a bank loan.  

EU resources thus enabled an innovative Business Centre to be developed in Coatbridge, 
using a model which was considered risky, but has now proven to be highly successful. Key 
factors were the project proposal’s clear identification of evidence of market failure in the 
provision of a certain type of business premises and support, as well as the sponsor’s sound 
financial proposal based on the provision of a service to its known client group.  

The initial ERDF investment provides a clear legacy for the area. On the one hand, the 
Centre has become self-financing, as evidenced by its recent extension to offer more space 
to new businesses, in addition to conference and meeting facilities. On the other hand, the 
development of high-quality premises has enabled Lanarkshire Enterprise Services to 
consolidate and expand the range and quality of services provided to local companies.  



The Impact of Structural Funds Programmes in Scotland, 1994-2006 

European Policies Research Centre  University of Strathclyde 74

4.7 Objective 3: The Quest for Employment project in West Fife 

4.7.1 The significance of the project 

The project funds packages of vocational training, work experience and advisory services 
with the aim of assisting multiply disadvantaged people from the former coal mining 
villages of West Fife to become employed. The main focus is on young people aged 16-24 
years in 14 communities which rank in the top 15 percent according to the Scottish Index of 
Multiple Deprivation, and in the lowest 15 percent for access to basic services. The project 
is managed by West Fife Enterprise, a social enterprise set up in 1983. 

Table 4.11: A survey of the disadvantages faced by individuals receiving support 

 Workless 

household 

No 

qualifi-

cations 

Never 

worked 

Disabled Lone 

parent 

Literacy/ 

numeracy 

Drugs/ 

alcohol 

Homeless Ethnic 

Total 

surveyed 

(454) 

210 140 161 107 65 61 16 32 9 

Percentage 44% 30% 34% 23% 14% 13% 3% 7% 2% 

Source: West Fife Enterprise Ltd 

Support focuses on people facing significant challenges (Table 4.11) and aims not only to 
provide formal vocational training and work experience but also to improve the motivation 
and self-confidence of participants, not least via ongoing mentoring. Key areas include: 

• guidance and advice in form of a high level of initial support, self assessment of the 
beneficiaries, continuous support throughout, as well as aftercare and mentoring; 

• navigational Skills aimed at raising awareness of employer demands, improving job 
application and interview skills, and building motivation and confidence; 

• core skills such as IT, literacy/numeracy, and communication skills; 

• vocational training in job-oriented skills (e.g. metalwork, woodwork, and 
administration); and 

• work experience via job placements, community projects and contract work.  

In addition, the project provides a training allowance, a transport service and travel 
allowance, subsistence and child care. Participation is on a flexible basis, tailored to the 
needs of each individual, so that there is no fixed start or end date.  

The project has brought together funding and in-kind support from a number of different 
actors in the area, with the ESF providing a total of almost €1.4 million in 2000-06, of a 
total project cost of over €3 million (Table 4.12). Both Fife Council and Lauder College 
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provide domestic co-financing, in addition to in-kind support in form of the provision of ICT, 
buildings, staff accreditation and course materials.  

Table 4.12: Annual Funding for Quest for Employment, by source and year (£000) 

Funding source 2000/01 2001/02 2002/03 2003/04 2004/05 2005/06 Total 

ESF Grant 215 221 221 221 240 240 1,358 

Fife Council 

Grant 

181 175 175 175 182 182 1,072 

Fife Council in-

kind 

27 27 27 27 42 42 191 

Lauder College 

Grant 

42 50 50 50 50 50 292 

Lauder College 

in-kind 

13 18 18 18 17 17 100 

Total 477 491 491 491 514 532 3,013 

Source: West Fife Enterprise Ltd 

While ESF funding contributed to the costs of the training and support programme, ERDF 
resources from the East of Scotland Objective 2 programme were used to provide the 
training facilities. When the project started in 2000, training was provided in a number of 
different dilapidated buildings so that Fife Council applied for funding to refurbish one of 
its own properties for the Quest for Employment project. The total cost of the 
refurbishment project was £816,000, including £365,000 from the ERDF (45 percent). 

4.7.2 The quantitative effects of the project 

Since the project started in 2000, 431 individuals have completed training courses, and 382 
of these (89 percent) have received some form of vocational qualification, while 311 (72 
percent) have entered employment or self-employment. A further 46 beneficiaries (11 
percent) have gone on to further education or training. Table 4.13 shows that the project 
has already over-achieved in relation to its initial targets.  

A survey has been undertaken of beneficiaries six months after leaving the project. Around 
ninety percent of those who left for employment or further education/training were 
contacted. Of these, 89 percent of those who had left for employment were still in 
employment six months later, while 59 percent of those who had left for education/training 
were still participating in their courses and a further 14 percent had entered employment. 
These results are seen as very positive, given that the target group for the project generally 
has low levels of participation in employment and training.  
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Table 4.13: The quantitative results achieved by the project in 2000-06 

 Target set in the 

project application 

Results achieved by 

December 2006 

Results as 

percentage of target 

No. of leavers 416 431 103.6 

Part/full vocational 
qualification 

333 413 124.0 

Progressed to  
(self-)employment 

271 311 114.8 

Progressed to further 
education/training 

21 46 219.0 

Source: EPRC calculations based on information from West Fife Enterprise Ltd. 

The results of the New Deal programme provide a useful basis for comparison. The project 
sponsor provided figures for Scotland/UK which show that 32 percent of New Deal 
participants of all ages go on to employment, with 23 percent still employed after three 
months. In comparison, 65 percent of individuals assisted by Quest for Employment are in 
employment six months after leaving. 

The project sponsor also provided data which allowed for calculations of the respective 
value for money of Quest for Employment and the New Deal programme. Under the New 
Deal, the cost of each person entering employment is £9,820, which is slightly higher than 
the total cost of each person finding work under Quest for Employment (£9,688), and 
significantly higher than the cost to domestic partners, excluding EU resources (£5,322).  

4.7.3 The qualitative effects of the project 

While the immediate effects of this initiative are well illustrated by quantitative data, the 
project also endeavours to contribute to more qualitative and systemic changes. It aims to 
improve the area’s prosperity by enhancing skills and raising employment levels, as well as 
to stimulate changes in the attitudes of participants towards work and education/training, 
as well as in employers’ perceptions of the target communities and beneficiary groups.  

The quantitative data show that the project is succeeded in raising employment levels 
among the target groups. This should not only enhance the financially independence and 
prosperity of the individuals involved but also contribute to the area’s regeneration, by 
increasing the number of wage earners in these communities.  

One key contributor to the qualitative effects of the project is the extensive employer 
engagement network which the project managers have been developed. Over 200 
companies in Fife are now members of this network, and they have provided around 60 
percent of the jobs found by the project’s participants. These companies are benefiting by 
gaining access to a pool of skilled workers on the local labour market, drawing on groups of 
people that many employers would not traditionally recruit. 

People associated with the project believe that its positive results are due in large part to 
its success in increasing the motivation and self-confidence of participants, and in 
encouraging them to apply for different types of jobs and to consider applying for further 
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education or training. These results are seen to be based on the complex and intensive type 
of support provided by the project, combining vocational training and work experience with 
mentoring and the provision of generic life and work-oriented skills. 

In addition, the project is seen to have provided a focus for local strategic cooperation 
between a range of actors, particularly Fife Council, West Fife Enterprise and Lauder 
College, and also the consortium of businesses. This partnership approach is seen as highly 
innovative in the West Fife area, and as providing a positive local example of how practical 
cooperation between organisations can bring tangible benefits. 

Finally, the project has also contributed to an improved physical environment in the area. 
Participants gain work experience and skills by contributing to community projects, such as 
repairing park benches and painting walls. In addition to the immediate physical effects, 
this is also seen to have generated social pressure for a reduction in graffiti and small-scale 
vandalism. Consequently, the quality of basic amenities is seen to be improving.  

4.7.4 The role of the Structural Funds 

It is unlikely that this project could have been developed and launched in 1999/2000 
without the aid of Structural Funds resources. The project’s positive impacts and value for 
money are well illustrated by the quantitative data, particularly the comparison with the 
New Deal programme, as well as its qualitative effects. 

Although funding for this kind of intervention has increased in Scotland since the late 1990s 
(e.g. via the New Deal programme, as well as the Executive’s Social Justice Strategy and 
Closing the Opportunities Gap), the main policy focus93 is understandably on areas where 
most unemployed people are concentrated, such as Ayrshire, Dundee, Glasgow, Inverclyde, 
Lanarkshire, Renfrewshire, and West Dunbartonshire.  

Nevertheless, there remain local concentrations of high unemployment rates and multiple 
deprivation outside these areas, including the villages of West Fife which are the focus of 
the Quest for Employment Initiative. Fife received limited funding under the Social 
Inclusion Partnership initiative in 2000-04 and will gain more substantial funding for its 
multiple deprivation areas via the Communities Regeneration Fund in 2005-08, although for 
a range of initiatives, rather than for employability support alone. 

Given the constraints on the budgets of the Executive and of local authorities, it is likely 
that the Quest for Employment project would not have been able to gain sufficient funding 
in 1999-2000 (and probably also in 2007) without the Structural Funds contribution. It is 
also unlikely that any other agency would have provided this service in the area. Scotland’s 
Careers Service, for example, is developing tailored mentoring for young people but does 
not provide comprehensive packages of mentoring, training and work experience. 
Moreover, it does not seem to address on the specific difficulties facing young people from 
areas of multiple deprivation such as the West Fife villages. 

                                                 

93 For example, in the past, Better Neighbourhood Services, and Pathways to Work; currently, 
Workforce Plus, and More Choices, More Chances. Fife was one of the Social Inclusion Partnership 
areas in 2000-04, but these covered a range of themes and additional funding was limited. 
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4.8 Drawing good practice lessons from the project case studies 

This section considers the extent to which the projects studied are representative of the 
broader range of projects financed by Structural Funds programmes in Scotland. It also 
explores a number of reasons why the case study projects have been successful, with the 
aim of drawing out general lessons for the programmes. 

4.8.1 Are these projects typical of the programmes? 

When selecting the case studies, the research team endeavoured to ensure that they were 
representative of the broader programmes in terms of the themes financed, the 
geographical areas covered, and the target groups addressed (see Section 5.2). They are 
also typical in terms of the problems addressed, but less typical in terms of the scale of 
funding allocated. However, it is difficult to provide a categorical assessment of whether 
these projects are typical in terms of their impact or value added without an analysis of a 
larger sample of projects.  

The projects clearly illustrate the complexity and difficulty of problems addressed by the 
programmes, and the consequent need to consider both quantitative and qualitative 
information when analysing effects. While some projects show strong quantitative effects 
relative to available benchmarks (such as West Fife’s Quest for Employment), others show 
only limited effects in quantitative terms but strong qualitative impacts (such as the Small 
Isles and Inverie Ferry Service). Similarly, a longer-term perspective may be needed to 
reveal the full effects of a project (as in the case of the Atrium Business Centre and the 
East of Scotland’s risk capital funds). 

Although the programmes have financed many projects of a similar scale as (or larger than) 
the case study projects, they also allocate funding to much smaller projects. EU funding for 
the case studies ranges from £460,000 (Atrium Business Centre) to £13.2 million (East of 
Scotland’s risk capital funds), whereas many other projects receive much more limited EU 
funding. Nevertheless, it should be noted that two of the case studies (Highlands & Islands, 
South of Scotland) cover groups of EU co-financed projects, so that funding for each 
component-project is lower. Other projects which receive EU funding may also be elements 
of a broader group of projects, whether co-financed by the Structural Funds or drawing on 
other public and private resources.  

This study’s focus on the effects of larger projects is mainly due to the remit given to the 
research team. However, it should also be noted that, in the case of smaller projects, it is 
likely that the average scale of effects is typically more limited than for larger projects. 
While small projects may have important, long-term effects on individual people or firms, it 
is generally more difficult to provide evidence of longer-term systemic legacies at the level 
of the local or regional economy. This need not mean that funding should be targeted only 
on larger projects but rather that evaluations would need to examine groups of small 
projects in order to assess their broader socio-economic effects. 

Lastly, while the case studies show evidence of how EU funding has generated added value, 
it would be difficult to claim that these effects are typical of the programmes as a whole 
without examining a much larger sample of projects. Nevertheless, it should be noted that: 
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• in surveys, project sponsors state overwhelmingly that their projects could not have 
proceeded at all, or not with their actual scale, quality or timing, without 
Structural Funds resources, noting for example that efforts to seek resources from 
other channels had been unsuccessful;  

• other studies provide a positive overview of numerous other projects financed by 
the Structural Funds programmes;94 

• evaluations of Structural Funds programmes in Scotland generally give a favourable 
picture of key delivery mechanisms such as project generation, project selection 
and project monitoring. 

Moreover, the added value of EU funding cannot simply be assessed at project level, as it 
depends not only on the quality of individual projects but also on decisions on financial 
allocations at national level. Even if an individual project could have proceeded with 
domestic funding alone, Structural Funds resources should have an additional impact by 
raising the overall level of funding for socio-economic development projects. The main risk 
to such a positive scenario is that the allocation of EU funding could distort the decisions of 
domestic policy-makers, leading to a reduction in domestic development spending in 
eligible areas, with the windfall being redirected to other spending categories or locations. 
One method of assessing the effect of EU funding on domestic policy decisions is to monitor 
flows of relevant categories of public expenditure over time.95 

4.8.2 Drawing lessons from the case study projects  

The five case studies illustrate the role of a number of factors which influence the extent 
and persistence of a project’s effects. Some of these elements relate to strategic planning, 
while others concern the need for effective leadership and partnership, as well as for 
coordination with domestic policies and institutions. It should be noted that a number of 
these factors were already explicitly taken into account during the programmes’ project 
generation and selection processes, at least in the 2000-06 period, including the need for 
project applicants to demonstrate strong financial and strategic planning. 

(i) Leadership and partnership 

The projects provide evidence of the importance of both effective leadership and 
cooperation among relevant partners. In the case of the Quest for Employment project and 
the Atrium Business Centre, a single organisation – and a small number of individuals - 
played a key leadership role in designing, driving forward and implementing the projects. 
Both project sponsors also showed a clear commitment to the goal of regenerating the 
community where the project was located. 

                                                 

94 Scottish Executive (2006a) Adding Value, Keeping Value, Report of the Scottish Structural Funds 
Added Value Group, Edinburgh. 
95 A methodology for this is outlined in EPRC and Fraser Associates (2002) op. cit. 
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All case studies involved a number of public and private partners, in providing financial and 
in-kind resources, as well as technical expertise. Without agreement among relevant 
partners of the need for action, and their active cooperation, the projects could not have 
succeeded. The range of partners involved was particularly broad in the case of the Small 
Isles and Inverie Ferry Service, with funding being contributed by six actors in addition to 
the Structural Funds. In such cases, the tasks of initial motivation and ongoing coordination 
are particularly important, whether undertaken by the main project sponsor or by the PME.  

(ii) Strategic planning 

The case studies also indicate the need for project sponsors to identify a clear bottleneck 
to development or market failure, and to develop a strategy which addresses this problem. 
Although the quality of planning differs between projects, it should be noted that 
application forms already require applicants to provide information on the strategic 
benefits to be generated by a project, as well as annual costs, expected outputs/results 
and qualitative effects. In the case of larger projects, market-oriented and other initial 
evaluations also need to be undertaken before funding is granted. 

Some of the projects illustrate the importance of ensuring that the solution identified 
genuinely addresses the problem experienced. One reason for the success of the Quest for 
Employment project is that it focuses on the complex range of difficulties faced by multiply 
disadvantaged young unemployed people, providing various types of support including 
mentoring, as well as more conventional training and work experience. Moreover, it aims 
not only to change the attitudes of young people towards training and work, but also to 
encourage potential employers to revise their views of these young people. Another project 
which aims to address mismatches in perceptions on the demand- and supply-sides (rather 
than simply to increase the supply of productive factors) is the Scottish Investment Fund. 
Both projects illustrate how public intervention can help to address market failures which 
are partly due to mismatches in attitudes and perceptions. 

(iii) A focus on longer-term effects 

One reason for the ongoing legacy of the case study projects is that the project sponsors 
focused on longer-term impacts in the initial planning phases, sometimes linking the 
individual projects into broader regeneration strategies. 

In some cases, such as the Small Isles and Inverie Ferry Service projects, as well as the 
Crichton Estate projects, a key benefit of drawing on Structural Funds resources is that they 
have allowed project sponsors to take a higher-quality, higher-cost approach than would 
have been possible with domestic resources alone. In this sense, Structural Funds can 
facilitate a stronger emphasis on longer-term benefits than could otherwise be taken. 
Clearly, however, stringent approaches to financial planning also need to be in place in 
order to ensure the ongoing viability of specific projects.  

In addition, the case studies illustrate the need for the initial planning phase to include an 
assessment of a project’s potential to act as a springboard for further private investment or 
public support for development. This is particularly evident in the case of the case studies 
in the Highlands & Islands and Western Scotland, where follow-up projects are underway, 
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as well as in the East of Scotland, as risk capital funds are potentially sources of ongoing 
funding for business development. 

(iv) Encourage managed risk-taking…  

A further important lesson from the case studies is the need for Structural Funds 
programmes to support managed risk-taking. A key reason that the case study projects 
could not have gone ahead in their current form without EU resources is that other partners 
or potential investors perceived the level of risk as unacceptable.  

In the case of the business-oriented projects (Atrium Business Centre, Crichton Estate, and 
East of Scotland’s risk capital funds), the level of perceived risk plus uncertainty over 
profitability limited the projects’ attractiveness to private investors (although a percentage 
of private funding was obtained in each case). The Atrium Business Centre and the Scottish 
Investment Fund, however, have shown stronger profitability than had originally been 
anticipated, suggesting that the risk may have been over-estimated due to information-
related problems which are typical of new types of investment project. 

In the other two cases (Small Isles and Inverie Ferry Service, and Quest for Employment), 
the Structural Funds also helped to underwrite risk but the other main actors were in the 
public sector. These projects have a strong element of public good, where aggregate social 
benefits are seen to outweigh the sum of the gains to individual investing partners. In 
addition to underpinning risk, the Structural Funds therefore offset part of the cost because 
the projects were seen to bring important public benefits. 

(v) …but also ensure effective financial planning 

Support for risk-taking needs to be balanced by effective financial planning, and by taking 
account of value for money principles, whether in terms of costing, comparing project 
application figures with relevant benchmarks, or setting appropriate co-financing rates. 

Project application forms require applicants to state whether the project would proceed 
without EU funds and to attach a business plan, as well as to indicate how the project 
relates to existing policy fields. In selecting projects, programme managers and 
intermediary bodies also need to be aware of other factors, such as the availability of 
funding from other sources, and the resources available to the project’s partners. The 
Atrium Business Centre illustrates how a project’s failure to obtain sufficient funding from 
other sources was no indicator of actual outcomes, as well as the importance of strong 
financial planning with effective assessments of market demand and potential profitability.  

Application forms also require information on expected costs and expected outputs/results, 
so that selection panels can make basic value for money comparisons, where relevant 
benchmarks exist. However, there may be a need for caution when comparing the 
cost:output ratios of Structural Funds projects with standard public or private investment 
projects. Structural Funds projects (in common with those financed by other regional policy 
instruments) may show higher cost ratios because the locations are difficult to access, or 
because they target businesses and individuals facing particularly acute problems. In the 
case of the Small Isles and Inverie Ferry Service projects, for example, it was noted that 
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construction costs in this area are estimated at around 2.5 times the average rates in the 
Central Belt due to physical and time constraints related to access, as well as to the need 
to bring in workers with specialist skills. 

Thus, while there is a need for rigorous financial planning in the case of all projects, as well 
as the application of broad value for money principles, it is also important to take account 
of project-specific factors such as location and target-groups. In the case of large projects 
with high cost:output ratios, it may appropriate to consider setting the EU co-financing rate 
at a relatively low level, as in the case of the Small Isles and Inverie Ferry Service projects. 
This can be a means of ensuring that funding is targeted at those projects where strong 
support can be mobilised from other public or private actors.  

(vi) Link different kinds of interventions  

The case studies also demonstrate the potential in Structural Funds programmes to link a 
series of projects together, drawing on complementarities which can lead to positive 
multiplier effects. Funding for different kinds of intervention may be accessed from 
different programmes and from both the ERDF and the ESF. There may also be potential to 
link mainstream ERDF/ESF funding with resources from one of the thematic Community 
Initiatives (which in 2000-06, for example, focused on equal opportunities, rural 
development, urban issues, and interregional cooperation). 

Application forms already require information on any interactions with other Structural 
Funds projects. Similarly, PMEs in 1994-2006 encouraged applicants to cooperate with 
actors with similar ideas or interests, and assisted project sponsors to apply for funding 
from different EU sources. 

The case studies from the Highlands & Islands and the South of Scotland show how diverse 
projects can be grouped together and focused on a single strategic goal. Moreover, all four 
regional case studies illustrate how funding can be obtained from more than one 
programming period, either within the core project-group or, in case of Western and East 
of Scotland, via follow-up projects to the initial investments. Finally, the case studies from 
Western Scotland and Objective 3 suggest ways of combining funding from the ESF and 
ERDF, in order to link training programmes with investment in physical infrastructure. 

(vii) Complement domestic policy 

A final lesson concerns the need to ensure that Structural Funds resources are used to 
complement existing policies and institutions, whether by coordinating intervention with 
domestic frameworks, or by focusing funding on novel kinds of projects or approaches. 
Application forms already require information on how projects will interact with domestic 
policies, although the quality of information provided by applicants may vary. 

On the one hand, Structural Funds projects need to be linked with other relevant policy 
action (other public spending or the broader regulatory context), not least because such 
factors can influence a project’s success. The Small Isles and Inverie Ferry Service projects 
illustrate the diversity of possible interactions. First, the Structural Funds co-financed 
upgrades to key sections of the A830 Mallaig road, complemented by improvements in the 
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ferry service, facilitating access for businesses and visitors and potentially increasing the 
economic benefits. Second, recent community buy-outs on Eigg and Knoydart generated 
momentum for local development and provided new opportunities for public intervention. 
Lastly, the relaxation of Scottish Natural Heritage rules on visiting Rum enhanced the 
feasibility of raising visitor numbers to the area by improving the ferry service. 

On the other hand, the case studies suggest that one means of generating added value is to 
allocate some Structural Funds resources to geographical areas, target groups or policy 
approaches which are seen to be insufficiently addressed by domestic instruments. The 
Quest for Employment project, for example, focuses on an area (West Fife) which is not 
targeted by the main domestic strategies for increasing employability among social groups 
with particular difficulties. Similarly, the Atrium Business Centre was one of the first 
centres in Scotland to provide small-scale office space plus a range of services for micro, 
technology-oriented businesses, particularly in an area of industrial decline. 

4.9 The key findings of this section 

The projects selected for this study provide evidence of the breadth of interventions under 
Structural Funds programmes and of the diverse ways in which they contribute to Scotland’s 
socio-economic development. The five projects or sets of projects are: 

• Highlands & Islands: The Small Isles and Inverie Ferry Service; 

• East of Scotland: The Scottish Co-Investment Fund and the Sigma Innovation Fund; 

• South of Scotland: Regeneration of the Crichton Estate, Dumfries; 

• Western Scotland: The Atrium Business Centre, Coatbridge; and 

• Objective 3: The Quest for Employment Initiative, West Fife. 

Each project has contributed to the economic development of a specific area of Scotland. 
The projects have had immediate effects in terms of the provision of better transport and 
communications links, premises for firms, funding for technology-oriented start-ups, and 
packages of support for unemployed young people.  

In addition, the projects have brought longer-term benefits e.g. by: 

• acting as catalysts for broader development in their area, providing the basis for 
further private and public sector activities (Small Isles and Inverie Ferry Service, 
Coatbridge’s Atrium Business Centre, and the Crichton Estate in Dumfries); 

• changing the attitudes of individuals and groups, whether the mutual perceptions of 
small firms and private investors (East of Scotland’s risk capital funds), or the views 
of young unemployed people of work and education, and the attitudes of employers 
towards such young people (West Fife’s Quest for Employment); 

• achieving structural changes in the quality of life of individuals and communities 
(Small Isles and Inverie Ferry Service); 
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• providing long term resources for their areas, whether in terms of infrastructure 
(Small Isles and Inverie ferry services, Coatbridge’s Atrium Business Centre, and the 
Crichton Estate in Dumfries), ongoing funding for new businesses (East of Scotland’s 
risk capital funds) or productive workers (West Fife’s Quest for Employment). 

Without Structural Funds resources, some of these projects would not have gone ahead at 
all (Coatbridge’s Atrium Business Centre, West Fife’s Quest for Employment Initiative, East 
of Scotland’s Sigma Innovation Fund, and possibly the Small Isles and Inverie Ferry Service). 
The remaining projects could have received some funding without EU support but would 
have proceeded at a smaller scale, at lower quality and sometimes at a later point in time.  

All of these projects are seen to have levered in additional funding from other public 
sources and private sector investors. Project sponsors and programme partners state that 
other funders were willing only to provide limited resources, due to perceptions of the risky 
character of the projects, notably the combination of high costs and uncertain profitability. 

The case studies are representative in terms of the themes financed, the geographical 
areas covered, and the target groups addressed. However, the study focuses on relatively 
large projects, with the aim of exploring systemic effects on economic development and 
drawing broader lessons. However, the programmes also finance many smaller projects, 
which are often worthwhile, although the effects of each project are more limited. 

It is difficult for this study to assess whether the case studies are typical in terms of their 
impact or added value because it focuses only on a very small sample of projects. However, 
other evaluations provide examples of other ‘good practice’ projects. It should also be 
noted that issues of added value apply, not only at project level, but also in relation to the 
aggregate allocation of public spending for regional economic development. 

A number of broader lessons may be drawn from the case study projects for Structural 
Funds programmes in general, notably the importance of: 

• leadership and partnership, as well as a commitment among partners to 
regenerating local/regional economies; 

• strategic planning, notably the identification of bottlenecks to development, and 
the creation of appropriate solutions; 

• a focus on longer-term effects, including follow-up public or private projects; 

• managed risk-taking, particularly for business-oriented projects; 

• effective financial planning and concern for value for money, while also taking into 
account the specific challenges facing structurally weak localities/regions; 

• linking different interventions and funding sources to maximise effects; and 

• complementing domestic policy frameworks, and addressing domestic policy gaps. 
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5. CONCLUSIONS 

This study has examined the effects of Scotland’s Structural Funds programmes and 
projects in 1994-2006, as well as the efficiency of the implementation systems. There is 
some evidence of positive impacts both at the level of programmes and in relation to 
individual projects, although the administrative burden of the Structural Funds approach is 
seen to bring additional costs. However, the impact of Scotland’s Structural Funds 
programmes on the economy as a whole is modest, due to the low level of EU funding 
allocated, relative to total GDP or total identifiable public expenditure.  

The implementation and delivery systems have generally operated well, within the 
constraints set by EU-level rules and procedures which inevitably add to administrative 
costs. In a context of changing approaches to Structural Funds implementation in Scotland, 
it is important to note that international comparative studies emphasise the need for 
Structural Funds implementation systems to complement broader domestic institutional 
frameworks. In addition, efficient delivery is seen to depend on a clear definition of roles 
and processes; effective relationships between partners; transparent application and 
decision-making processes; and the quality of human resources for project implementation 
and monitoring. 

The study’s conclusions on the effects of programmes are constrained by the relatively 
weak monitoring data available for 1994-99, and by the incomplete data for 2000-06 
(because the 2000-06 programmes will not finish until the end of 2008). There are also 
some weaknesses in evaluation studies. In particular, the Commission-funded ex post 
evaluation for the UK’s Objective 1 programmes in 1994-99 did not include the Highlands & 
Islands as a case study, and thus provides only limited information on its performance. 

However, quantitative monitoring data, as well as estimates of net job effects, show that 
the programmes have generated useful outputs and have stimulated some positive results, 
relative to the limited amount of funding allocated. Programme evaluations also find a 
number of positive qualitative effects, including a rise in funding available for certain areas 
and target groups; the levering-in of additional finance from other sources; stronger 
funding for new types of projects and for raising project quality; and a more strategic 
approach. Some positive effects were also found in terms of efficiency, although these are 
likely to be (partly) offset by the additional bureaucracy generated by EU rules.  

The study examined a small number of major ‘good practice’ projects, which illustrate the 
types of intervention financed and the kinds of effects stimulated by the Structural Funds 
programmes in Scotland. The quantitative and qualitative information collected suggests 
that each of these projects has contributed to the socio-economic development of a 
particular region or locality. Some of the projects would not have taken place without EU 
funding, while others would have received a lower level of public resources, leading to 
poorer quality or smaller projects, or delayed implementation.  

The study did not seek to demonstrate whether the effects of these projects were typical 
of other projects financed by the programmes. Indeed, such an assessment would depend 
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on a much larger sample of projects. There are, however, many examples of other good 
projects, as evidenced by case studies in other reports and evaluations, although there may 
also be weaker projects. One important issue is the scale of projects, as this study’s remit 
was to focus on a small number of major projects which showed evidence of good practice. 
In contrast, many projects are much smaller, and the individual effects of each small 
project on the local or regional economy will inevitably be more limited. 

A final issue is the need to set Structural Funds programmes and projects in a broader 
policy context. The net added value of Structural Funds allocations not only depends on 
efficient programme implementation and good quality projects, but also on domestic 
policy-makers’ decisions on the allocation of EU and domestic resources. In order to ensure 
that Structural Funds bring added value, EU resources must be used to add to, rather than 
to replace, existing domestic resources for the development of localities and regions with 
structural economic weaknesses.  
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ANNEX TO SECTION 1: RESEARCH GOALS, DESIGN AND METHODS 

Main information sources used 

The key sources of information for this study were the following documents:  

• Single Programming Documents and Programme Complements; 

• Annual Implementation Reports and Final reports; 

• Ex ante evaluations; 

• Interim evaluations, Mid term evaluations and Updated mid term evaluations; and 

• Ex post evaluations and Final evaluations. 

In addition, the researchers drew on project-level information from the files of the 
Programme Management Executives, notably in the form of: 

• application forms and Correspondence; 

• data on monitoring indicators; 

• information collected in project monitoring visits; 

• newsletters and promotional literature. 

Semi-structured interviews were undertaken with the following: 

Alan Boyle, Chief Executive of West Fife Enterprise Ltd, 18.01.2007. 

Marian Gardiner, Deputy Chief Executive, Lanarkshire Enterprise Services, The Atrium 
Business Centre, Coatbridge, 26.01.2007. 

Lorna Gregson-MacLeod, Assistant Chief Executive, Highlands & Islands (Scotland) Structural 
Funds Partnership Ltd, 16.01.2007. 

Anne Houston, Chief Executive, and Sallyann Low, Assistant Chief Executive, Strathclyde 
European Partnership Ltd, Glasgow, 11.01.2007. 

Cameron Kemp and Sam McNaughton, Highland Council, 16.01.2007. 

Donald MacKinnon, Programme Director, and Darren Burns, Senior Programme Manager, 
South of Scotland European Partnership, 15.01.2007. 

Gordon McLaren, Chief Executive, East of Scotland European Partnership, 12.01.2007. 

Gordon Mann, Managing Director, Crichton Development Company, 15.01.2007. 

Susan Tamburrini, Programme Manager, East of Scotland European Partnership, 24.01.2007. 
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Case study project template 

A. Background data 

Basic description of the project 

1. What is the project’s name? 

2. Provide a brief description of the project’s aims and what was funded. 

3. When was the project approved? When did it actually start? When was it completed? 

Funding 

1. How much EU funding is allocated to the project?  

2. What is the total cost of the project? 

3. Who are the other contributors in financial terms? 

4. Has all the funding been spent?  

Project planning and selection 

1. Whose idea was the project? 

2. Who was responsible for planning and preparation? Who else was involved and what did 
they do?  

3. What action was taken to gain the financial, political or organisational support of other 
actors? 

4. Did any challenges arise during the planning process? How were these overcome? 

5. Why did policy-makers decide to select this project? 

Implementation 

1. Who is the project holder or lead sponsor?  

2. What other organisations involved in planning, managing or implementing the project? 
What are their specific roles? 

3. Did any challenges arise during the implementation process? How were these overcome? 
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B. The project’s quantitative added value 

Forecasts and actual outputs and results  

Please complete the following tables to summarise data on outputs and results – in terms of 
forecasts provided at application stage (from application forms etc) and also in terms of 
final actual data (from the programme’s monitoring system). 

Table 1: Outputs 

 Target set in the 
application 
documents 

Final outputs 
achieved at the end 

of the project 

Final outputs 
achieved / total 

costs 
Output 1    

Output 2    

Etc    

 

Table 2: Results 

 Target set in the 
application 
documents 

Results achieved at 
the end of the 

project 

Final results 
achieved / total 

costs 
Result 1    

Result 2    

Etc    

 

Partners’ views of the project’s quantitative effects 

Drawing on information collected in interviews, provide an assessment of the extent to 
which the project had additional quantitative effects due to the provision of Structural 
Funds resources e.g. contributing to: 

• the scale of the intervention (e.g. whether more outputs were achieved due to the 
Structural Funds); 

• the scope of the interventions (e.g. whether certain components of the project 
could not have been financed without the Structural Funds input); and 

• time-scale (e.g. whether the project was funded sooner or in a shorter amount of 
time due to the Structural Funds). 
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C. The project’s qualitative added value 

Drawing on information collected in interviews, provide an assessment of the project’s 
qualitative effects, based on the following headings: 

• Socio-economic development: Does the project bring broader benefits which 
cannot easily be quantified? E.g. an infrastructure or business-oriented project 
might improve the broader context for private sector activity, or a training or 
community development project could influence the job prospects or broader 
socio-economic activities of participants. 

• Image or place-marketing: Does the project raise the profile or improve the image 
of a location? 

• Long-term legacy: In the case of projects from 1994-99 or early in 2000-06, are 
socio-economic effects still felt? Has the project provided a basis for further action 
by public or private actors? 

• Targeting specific needs: Does the project address the needs of socio-economic 
groups or locations which are perceived to be relatively neglected by domestic 
policies?  

• Financial / leverage: Did the project facilitate access to funding from other public 
or private sources, leading to an overall increase in development spending in a 
specific location or on a specific type of intervention? 

• Strategic focus: Did the project provide a focus for local strategic collective action 
e.g. encouraging cooperation among actors, a longer term approach, or a focus on 
‘the bigger picture’? Has this increased impact e.g. by facilitating more effective 
intervention, or by minimising duplication of activities?  

• Efficiency: Has the quality of the project been enhanced by Structural Funds 
mechanisms? E.g. did the ex ante requirements on project planning and costing 
improve efficiency? Did the procedures for monitoring and evaluation increase 
either efficiency (i.e. more rapid and structured completion of the project) or 
effectiveness (i.e. more outputs or results)? 

• Innovation: Has the project facilitated the introduction of new approaches? Was 
the project seen as too risky to be financed through mainstream public 
mechanisms? How did partners overcome any challenges associated with this 
greater degree of risk? 

 

Has the project had any other qualitative effects? 
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D. How does the project fit into the programme? 

1. Under which priority and measure is the project funded? 

2. Is the project typical of this measure e.g. in terms of size/theme/type of project holder?  

3. How does it differ from other projects financed under this measure? 

4. What is the view of the PME (or other programme-level actors) of the quantitative or 
qualitative effects of this project compared to the effects of other similar projects? 

5. How do the cost/output ratio and cost/result ratio for this project compare with that for 
other projects under the same measure? Please fill in the following tables. 

Table 3: Output / cost ratio 

 Output / cost ratio 
for this project 

Output / cost ratio 
for similar projects 

Output 1   

Output 2   

Etc   

 

Table 4: Result / cost ratio 

 Result / cost ratio 
for this project 

Result / cost ratio 
for similar projects 

Result 1   

Result 2   

Etc   
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ANNEX TO SECTION 2: SCOTLAND’S STRUCTURAL FUNDS 
PROGRAMMES – PRIORITIES, OUTCOMES AND PROJECTS 

Highlands & Islands Special Transitional Programme 2000-06 

Total EU funding €320 million at current prices 

Priority 1: Increasing business competitiveness (4 measures): 23.4% 

Priority 2: Creating the conditions for regional competitiveness (5 measures): 33.2% 

Priority 3: Human resource development (5 measures): 19.0% 

Priority 4: Assisting rural communities: [4a Rural development and fisheries (9 measures), 
4b Community economic development (5 measures)]: 23.1% 

Technical assistance: 1.3% 

Key indicators 

Output indicators Target for 2000-06 Up to end 2005 
No. of businesses assisted 3,782 5,523 
Area of business space created/enhanced (sq.m.) 40,000 29,954 
Transport infrastructure constructed/upgraded (km) 70 24.4 
No. of people trained 20,800 20,551 
   
Result indicators   
Increase in sales in assisted businesses (£mn) 158.5 105.3 
No. of new patents/IPR registrations 10 29 
No. of gross jobs created 6,040 5,310 
No. of gross jobs safeguarded 6,105 6,928 
No. of completers entering education/training 5,550 7,006 
No. of beneficiaries entering employment 4,700 6,235 

Notes: (a) Output and result data are incomplete because some projects will not finish until end 2008. 
(b) Data have been aggregated across priorities and indicators, possibly leading to double-counting. 

Sources: EPRC calculations based on SPD 2000-06 and Annual Implementation Report 2005.  

Examples of key projects  

By the end of 2005, the programme had financed 2,417 projects including: 

Expanded air service facilities e.g. Coll, Colonsay, Kirkwall, Stornoway, Sumburgh 

Harbour/ferry infrastructure e.g. Papa Stour, Scrabster, Sound of Barra, Small Isles  

Broadband connections throughout the Western Isles  

Business Parks / Centres e.g. Castlebay, Cullivoe, Golspie, Orbost, Thurso, Tomintoul 

Incubation & Innovation Centres at Forres, Highlands Medicentre 

Infrastructure, training and R&D at University of the Highlands & Islands and its Colleges. 
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Highlands & Islands Objective 1 Programme 1994-99  

Total EU funding ECU 311 million at 1994 prices 

Priority 1: Business development (5 measures): 23.3% 

Priority 2: Tourism, heritage and cultural development (5 measures): 7.8% 

Priority 3: Preservation and enhancement of the environment (4 measures) 5.2% 

Priority 4: Development of the primary sectors & related food industries (5 measures) 22.1% 

Priority 5: Community development (6 measures)] 15.1% 

Priority 6: Improvement of communications and service networks to enhance business and 
community development (4 measures) 25.6% 

Technical assistance: 1.0% 

Key indicators 

Output indicators Target for 1994-99 Up to March 1999 
No. of businesses assisted 3,000 4,482 
Area of industrial floor-space created (sq.m.) 50,000 32,667 
Roads constructed/upgraded (km) 95 44 
No. of waste disposal facilities improved 15 13 
No. of new/improved community facilities 30 52 
No. of transport harbour schemes 15 10 
No. of individuals trained from target groups 7,000 15,386 

   

Result indicators   
No. of gross jobs created 3,615 3,760 
No. of gross jobs safeguarded 7,055 8,987 
Notes: (a) Output/result data are the latest available; however, some projects were not finished 
when the evaluations were undertaken. (b) Data have been aggregated across priorities and 
indicators, possibly leading to double-counting. 

Source: EPRC calculations based on SPD 2000-06 Table 4. 

Examples of key projects 

Some of the most important projects financed by the programme include: 

Western Isles spinal road link from the Isle of Lewis to the Isle of Barra  

Harbour/ferry infrastructure e.g. Campbeltown, Mallaig, Stornoway, Stromness, Ullapool  

Existing analogue/unconverted telecoms exchanges were converted to full digital standard 

University of the Highlands & Islands: core facilities at each of the main college sites plus 
investment in distance learning through innovative uses of new technology 

Strategic energy projects e.g. Shetland Energy Recovery, Lerwick District Heating schemes.
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East of Scotland Objective 2 Programme 2000-06 

Total EU funding €262 million at current prices 

Priority 1: Strategic economic development (3 measures): 31.4% 

Priority 2: Strategic locations and sectors (2 measures): 46.4% 

Priority 3: Community economic development (3 measures) 20.1% 

Technical assistance: 2.1% 

Key indicators 

Output indicators Target for 2000-06 Up to end 2005 
No. of businesses assisted 13,964 40,534 
Business space created/enhanced (sq.m.) 211,043 36,945 
No. of childcare facilities created 39 22 
   
Result indicators   
Increase in sales in assisted businesses (£mn) 1,047.18 128 
No. of new patents/IPR registrations 434 63 
No. of gross jobs created 16,724 16,370 
No. of gross jobs safeguarded 16,917 17,898 
No. of jobless securing employment 4,454 4,814 
Private sector leverage (£mn) 30.67 5 
Value of investment in R&D by assisted SMEs (£mn) 3.09 8 
No. of bodies introducing equal opportunities 
policies 1,427 467 
No. of bodies introducing environmental policies 1,124 416 
No. of childcare places created 942 1,918 

Note: Data have been aggregated across measures and indicators, possibly leading to double-counting. 

Source: EPRC calculations based on programming documents, evaluations and annual reports. 

Examples of key projects 

By the end of 2005, the programme supported 620 projects in a range of fields: 

Business support throughout the region, e.g. Stirling, Clackmannanshire, risk capital access 

Business Parks / Centres e.g. Clackmannanshire, Forth Valley, West Lothian, Angus College 

Innovation, Technology and Incubation Centres e.g. Midlothian, Dundee, Livingstone 

Research infrastructure e.g. Edinburgh Biomedical Research Institute, Roslin Biocentre 

Community Development e.g. Aberdeenshire, Craigmillar, Dundee, Falkirk, Midlothian 

Tourism Development e.g. Fife College, Stirling, Rosyth, Loch Lomond & Trossachs 

Creative Industries and Digital Media: Dundee, Glenrothes College, Clackmannanshire 



The Impact of Structural Funds Programmes in Scotland, 1994-2006 

European Policies Research Centre  University of Strathclyde 102

East of Scotland Objective 2 Programme 1997-99 

Total EU funding €140 million at 1997 prices 

Priority 1: SME development (4 measures): 40.9% 

Priority 2: Tourism (3 measures): 16.9% 

Priority 3: Locally based initiatives (2 measures) 15.5% 

Priority 4: Technology and innovation (3 measures) 25.5% 

Technical assistance: 1.2% 

Key indicators 

Output indicators Target for 1997-99 Up to end 2001 
No. of businesses assisted 22,110 16,233 
Area of business space created/enhanced (sq.m.) 319,148 118,301 
No. of sites provided with direct road access 10 10 
No. of people trained 43,951 36,084 
   
Result indicators   
Increase in sales in assisted businesses (£mn) 284 194 
No. of gross jobs created 15,768 17,076 
No. of gross jobs safeguarded 9,303 17,118 
No. of bodies implementing environmental audit 25 106 
No. of child/ dependent care places created 77 68 
No. of people trained 43,951 36,084 
No. of beneficiaries entering employment 6,687 6,270 
No. of net additional jobs 7,633 5,739 
No. of net additional jobs safeguarded 4175 3146 

Note: Data have been aggregated across measures and indicators, possibly leading to double-counting. 

Source: EPRC calculations based on programming documents, evaluations and annual reports. 

Examples of key projects 

Of the 722 projects approved, examples include: 

Business Parks e.g. Livingston, Rosyth, Dundee, Clackmannanshire, Larbert, Stirling 

Technology/ Innovation Centres e.g. Forth Valley, Roslin Institute, Stirling University 

Access to capital: Eastern Scotland Investments (ESI), Edinburgh Technology Fund (ETF) 

Training support e.g. Colleges of Falkirk, Glenrothes, Lauder, University of Abertay Dundee 

Community Development e.g. Ardler, Craigmillar, Fife 

Tourism development e.g. Dundee, Carnoustie, Stirling, Newtongrange, Millennium Link 
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East of Scotland Objective 2 Programme 1994-96 

Total EU funding ECU 121 million at 1994 prices 

Priority 1: Business and trade development (5 measures): 38.7% 

Priority 2: Business environment, image and tourism (4 measures): 35.2% 

Priority 3: Locally based initiatives (2 measures) 9.8% 

Priority 4: Technology and innovation (3 measures) 15.2% 

Technical assistance: 1.1% 

Key indicators 

Output indicators Target for 1994-96 Final figures 
No. of businesses assisted 7,850 9,186 
Area of business space created/enhanced (sq.m.) 151,000 108,994 
No. of new products / processes developed n/a 218 
No. of town/city centres upgraded 40 42 
No. of new/existing attractions created/ improved n/a 53 
No. of improvements to port facilities / airport 
access 4 3 
Improved access to key industrial and tourism sites 15 8 
No. of beneficiaries of ESF assistance 15,750 27,968 
   
Result indicators   
Gross new jobs created/safeguarded n/a 5,204 
No. of completers entering education/training 1,400 660 
No. of beneficiaries with employment outcome (a)  10,350 10,334 

Note: (a) This includes beneficiaries remaining in employment or re-employed due to ESF assistance. 
(b) Data have been aggregated across measures and indicators, possibly leading to double-counting. 
 
Source: EPRC calculations based on programming documents, evaluations, reports & PME information. 

Examples of key projects 

Of the 1,007 projects funded by the end of the programming period, examples include: 

Business support e.g. West Lothian, LINC East, Heriot-Watt University, Forth Valley 

Business Parks e.g. Stirling, Rosyth, Dundee, Dunfermline, Livingstone, Inverkeithing 

Innovation Centres: Scion House (Stirling) 

Road/rail infrastructure e.g. Stirling, Dundee, Dunfermline, Clackmannanshire, Dalgety Bay 

Tourism development e.g. Musselburgh, Callendar, Dundee, North Queensferry 

Infrastructure/training/R&D e.g. Colleges of Fife, Falkirk, Dundee, Lauder; Edinburgh Univ. 

Community development e.g. Dundee, Stirling
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North West and Grampian Objective 5b Programme 1994-99 

Total EU funding ECU 39 million at 1994 prices 

Priority 1: Business support (4 measures): 72.2% 

Priority 2: Skills (3 measures): 18.1% 

Priority 3: Environment and heritage (2 measures): 9.0% 

Technical assistance: 0.8% 

Key indicators 

Output indicators Target for 1994-99 Up to end 2001 
No. of businesses assisted 800 991 
Area of business space created/enhanced (sq.m.) n/a 8,090 
Area of land serviced (ha) n/a 0 
Area of land improved (ha) 200 3,329 
No. of new/ existing attractions created/improved 12 8 
No. of new/ improved visitor info centres 5 11 
No. of community enhancement projects  40 46 
No. of beneficiaries 6,000 0 
   
Result indicators   
Gross new jobs created/ safeguarded 2,425 2,734 
New firms created 376 105 
No. of participants gaining NVQ/equivalent 4,200 204 
No. of businesses trained (ESF)  120 0 

Note: Data have been aggregated across priorities and indicators, possibly leading to double-counting. 

Source: EPRC calculations based on programming documents, evaluations and annual reports. 

Examples of key projects 

Of the 246 projects funded by the end of the programming period, some examples include: 

Business support throughout the region, e.g. Huntly area 

Industrial Estates e.g. Peterhead, Huntly, Ballater, Keith 

Harbour/yard infrastructure e.g. Fraserburgh, MacDuff, Gardenstown 

Tourism infrastructure e.g. Huntly Castle, Aberdeen, MacDuff, Aberdeenshire (Archeolink) 

IT support throughout the region, e.g. Moray College, North and West Grampian 

Conservation projects e.g. North Grampian Conservation project 

Rail infrastructure: Insch Station 
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Rural Stirling and Upper Tayside Objective 5b Programme 1994-99 

Total EU funding ECU 25 million at 1994 prices 

Priority 1: Business support (5 measures): 46.7% 

Priority 2: Tourism development (5 measures): 38.1% 

Priority 3: Environmental stewardship and rural development (4 measures): 14% 

Technical assistance: 1.2% 

Key indicators 

Output indicators Target for 1994-99 Up to end 2001 
No. of businesses assisted 2,550 2,984 
Area of business space created/enhanced (sq.m.) 5,500 4,859 
Area of land serviced (ha) n/a 8.9 
Area of land improved (ha) n/a 7,691 
No. of new/ existing attractions created/improved 8 4 
No. of community enhancement projects  10 21 
No. of beneficiaries 3,400 22,335 
No. of businesses trained (ESF) 100 0 
   
Result indicators   
Gross new jobs created/safeguarded 1,500 1,488 
New firms created 186 362 
No. of beneficiaries gaining NVQ/ equivalent 1,810 0 

Note: Data have been aggregated across priorities and indicators, possibly leading to double-counting. 

Source: EPRC calculations based on programming documents, evaluations and annual reports. 

Examples of key projects 

Of the 246 projects funded by the end of the programming period, examples include: 

Business support throughout the region, e.g. Rural Stirling, Angus, Tayside 

Place marketing e.g. Loch Lomond, Trossachs, Loch Katrine, Perthshire, Glenshee, Angus, 
Rural Stirling 

Tourism infrastructure e.g. Pitlochry (Festival Theatre, leisure facilities), Breadalbane 
Folklore Centre, Central Highland Way Network, cycle paths in Perthshire 

Community Development e.g. Killin, Brechin, Archirder 

Conservation projects: Woodland regeneration (Scottish Native Woods) 

Rail infrastructure: Rannoch Station 
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South of Scotland Objective 2 Programme 2000-06 

Total EU funding: €76 million at current prices 

Priority 1: Competitive enterprises (3 measures): 29.1% 

Priority 2: Competitive locations (3 measures): 46.8% 

Priority 3: People and communities (2 measures) 20.7% 

Technical assistance: 3.4% 

Key indicators  
Output indicators Target for 2000-06 Up to end 2005 
No. of businesses assisted 2529 4006 
Area of business space created/enhanced (sq.m.) 61,570 11,728 
    
Result indicators   
Increase in sales in assisted businesses (£m) 266.7 97.24 
No. of new patents/IPR registrations 179 13 
No. of gross new jobs created 5,197 4,396 
No. of gross jobs safeguarded 2,137 6,259 
No. of jobless securing employment  1,766 110 
Private sector leverage (£m) 3.1 0.3 
Value of investment in R&D by assisted businesses 
(£m) 

3.9 0.02 

No. of bodies introducing equal opportunities 
policies 

1,351 202 

No. of bodies introducing environmental policies 1,586 169 
No. of childcare places created 55 4 

Note: Data have been aggregated across priorities and indicators, possibly leading to double-counting. 

Source: EPRC calculations based on Annual Implementation Report 2005.  

Examples of key projects 

By the end of 2005, the programme had financed a total of 127 projects, including:  
 
Training and education e.g. Borders College, Barony College, Learning Centre in Langhom 

Broadband supply across South of Scotland  

Business premises e.g. Selkirk, Dumfries, business growth support across South of Scotland  

Community regeneration e.g. Hawick, Dumfries, Galloway, Selkirk, Innerleithen, 
Walkerburn, Stranraer  

Tourism development e.g. mountain bike, walk trails across South of Scotland, Golf in the 
Borders, tourism marketing campaigns in the Borders, Dumfries & Galloway 
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Borders Objective 5b Programme 1994-99 

Total EU funding ECU 30 million at 1994 prices 

Priority 1: Investing in business (3 measures) 64.4% 

Priority 2: Investing in integrated rural initiatives (3 measures) 17.5% 

Priority 3: Investing in people (2 measures) 17% 

Technical assistance: 1.1% 

Key indicators 

Output indicators Target for 1994-99 Up to end 2001 

No. of businesses assisted 836 4,202 

Area of business space created/enhanced (sq.m.) 7,040 7,897 

Area of land created/reclaimed (ha) 17.25 9.00 

Length of forestry roads improved (km) 5 10.6 

   

Result indicators   

No. of gross jobs created 938 1910 

Value of additional sales (£m) 1.0 26.40 

No. of businesses accommodated 44 22 

No. of town centre improvements 6-7 8 

No. of environmental/conservation projects 4-5 1 

Note: Data have been aggregated across priorities and indicators, possibly leading to double-counting. 

Source: EPRC calculations based on Borders Objective 5b Programme Final Report.  

Examples of key projects 

By the end of 1999, the programme had financed some 237 projects, including: 

Business Parks / Centres e.g. Newtown St. Boswells, Hawick 

Tourism development e.g. Visitor centre in Jedburgh, Golf club in Eyemouth, tourism 
marketing initiative, various walks, visitor access guides for Borders.  

Education and training e.g. Childcare and education, chef school, network infrastructure at 
the Borders College. 

Property development e.g. Property funding, town centres property improvement across 
the Borders. 
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Dumfries & Galloway Objective 5b Programme 1994-99 

Total EU funding ECU 48 million at 1994 prices 

Priority 1: Business Development (5 Measures) 54.8% 

Priority 2: People, Environment and Community Development (5 Measures) 29% 

Priority 3: Communications (3 Measures) 14.7% 

Technical assistance: 1.5% 

Key indicators 
Output indicators Target for 1994-99 Up to end 1999 
No. of existing businesses assisted 370 4,267 
   
Result indicators   
No. of gross jobs created 2,060 2,491 
No. of gross jobs safeguarded 2,000 8,563 
No. of businesses established 1,972 1,773 
No. of new training facilities created 15 33 
No. of SMEs receiving training and development 1,500 1,401 
No. of beneficiaries receiving guidance 1,800 1,495 

Note: Data have been aggregated across priorities and indicators, possibly leading to double-counting. 

Source: EPRC calculations based on Programme Closure Report. 

Examples of key projects 

By the end of 1999, the programme had financed some 527 projects, including: 

Tourism development e.g. Dumfries, Stranraer, Sanquhar, Threave, Galloway, Wanlockhead 

Business Parks / Centres e.g. Dumfries, Newton Stewart, Stranraer, Kelloholm 

Information and communications technology development across Dumfries & Galloway 

Training and education e.g. at the Dumfries & Galloway College 
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Western Scotland Objective 2 Programme 2000-06 

Total EU funding €504 million at current prices 

Priority 1: Developing the competitiveness and innovative capacity of the region’s SMEs (3 
measures): 31.2% 

Priority 2: Developing the region as a competitive location (3 measures): 38.5% 

Priority 3: Increasing the economic and social cohesion of the region (2 measures): 27.9% 

Technical assistance: 2.4% 

Key indicators 

Output indicators Target for 2000-06 Up to Sept 2005 
No. of businesses assisted 1,9811 8,312 
Area of business space created/enhanced 
(sq.m.) 120,843 19,810 

Area of training/learning facilities (sq.m.) 99,395 88,061 
Result indicators   
Increase in sales in assisted businesses (£m) 1,124.75 233.76 
No. of gross new jobs created 50,984 13,471 
Private sector leverage (£m) 59.3 41.58 
No. of childcare places created 1,140 601 
No. of training spaces provided 9,035 5,271 
No. of ESF beneficiaries 35,504 25,868 
No. of beneficiaries completing course 28,402 14,757 
No. of positive outcomes for 
leavers/completers 

17,175 9,856 

No. of leavers/completers gaining full/part 
time qualification 

12,925 8,397 

Note: Data have been aggregated across priorities and indicators, possibly leading to double-counting. 

Sources: EPRC calculations based on Annual Implementation Report 2005.  

Examples of key projects 

By September 2005, the programme had financed a total of 915 projects, including:  

Major developments such as Glasgow Harbour, and investment in six new further education 
colleges as well as rehabilitation of derelict sites e.g. at Pottery Street/Ladyburn 

Investment Funds e.g. Scottish Co-Investment Fund, West of Scotland Regeneration Fund 
and support for commercialisation through the Proof of Concept Fund, the Technology 
Talent Initiative and Scottish Health Innovations 

Innovative care sector training projects in the Social Inclusion Partnership (SIP) Areas
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Western Scotland Objective 2 Programme 1997-99 

Total EU funding €335 million at 1997 prices 

Priority 1: SMEs and local services (5 measures): 35.9% 

Priority 2: Applied research, technology and innovation (3 measures): 9.3% 

Priority 3: Strategic spatial development (3 measures): 22.6% 

Priority 4: Tourism and cultural industries (3 measures): 14.7% 

Priority 5: Community economic development (2 measures) 16.5% 

Technical assistance: 0.9% 

Key indicators 

Output indicators Target for 1997-99 Up to end 2001 
No. of businesses assisted 5,602 12,911 

Area of new/upgraded business space (sq.m.) 40,170 65,124 

No. of people trained 34,305 12,236 

No. of new childcare places 562 1,176 

   

Result indicators   

Gross new and safeguarded sales in SMEs (£m) 436.24 97.96 

Gross direct new jobs 56,052 19,166 
Notes: (a) Targets have been adjusted to cover only those measures where output data are available. 
(b) Data have been aggregated across priorities and indicators, possibly leading to double-counting. 

Sources: EPRC calculations based on Final Report for 1997-99. 

Examples of key projects 

By the end of the period, the programme had financed a total of 1,022 projects, including:  

Major developments such as the Glasgow Science Centre, Loch Lomond Shores, The 
Lighthouse, Glasgow, St Andrews in the Square, Glasgow, North Ayrshire College, 
Kilwinning, the Kittochside Museum of Scottish Country Life and Scotland Street School 

Regeneration and redevelopment projects such as Gartcosh Regeneration, Cardowan 
Colliery Redevelopment and Paisley Town Centre 

Rebuild and refurbishment of the Waverley Paddle Steamer, Maid of the Loch and Glenlee 

Enterprise and technology centres, business parks and industrial estates throughout region 

Management & training schemes for women returners, young people, unemployed graduates  

Training and employment schemes in the Social Inclusion Partnership (SIP) Areas
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Western Scotland Objective 2 Programme 1994-96 

Total EU funding ECU 286 million at 1997 prices 

Priority 1: Business development (5 measures): 33.3% 

Priority 2: Business infrastructure (3 measures): 38.5% 

Priority 3: Tourism and cultural sector (3 measures): 13.2% 

Priority 4: Economic and social exclusion (2 measures): 14.1% 

Technical assistance: 1.0% 

Key indicators 

Output indicators Target for 1994-96 Up to end 1996 
No. of businesses assisted 1,500 25,838 

Area of business space created/enhanced (sq.m.) 270,000 162,472 
No. of ESF beneficiaries 27,800 62,226 
Increase in business turnover (£mn) 25 36.8 

No. of new technology transfer projects 10 121 

No. of new public transport projects 10 11 

No. of town centre improvement schemes 10 18 

   

Result indicators   
No. of gross jobs created/safeguarded 1,150 25,838 

No. of completers entering employment  3,581 

No. of completers entering education/training  35,431 

   

Impact indicator   

No. of net jobs created/safeguarded  15,898 
Notes: (a) Gross job creation target is set only for some measures but data are reported for all 
Measures. (b) Data are aggregated across priorities/indicators, possibly leading to double-counting. 

Source: EPRC calculations based on Final Report. 

Examples of key projects 

By the end of the period, the programme had financed a total of 1,171 projects, including:  

Technology transfer at Universities of Glasgow, Glasgow Caledonian, Paisley, Strathclyde 

Business training in Colleges e.g. Ayr, Coatbridge, Cumbernauld, Kilmarnock, Motherwell 

Industrial estates in e.g. Blantyre, Drumchapel, East Kilbride, Irvine, Larkhall, Uddingston 

Innovation centres in e.g. Cardonald, Clydebank, Hamilton, West of Scotland Science Park 

Road upgrades e.g. M77 Dumbreck Rd & Nitshill Rd Interchanges, A8/M8 Eurocentral access
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Objective 3 Programme 2000-06 

Total EU funding €520 million at current prices 

Priority 1: Raising employability (1 measure [initially 2 measures]): 21.0% 

Priority 2: Addressing social exclusion (4 measures): 42.4% 

Priority 3: Lifelong learning (1 measure [initially 2 measures]): 7.1% 

Priority 4: A competitive economy (3 measures [initially 5 measures]): 21.3% 

Priority 5: Addressing gender imbalance (1 measure [initially 2 measures]): 5.7% 

Global grants (for smaller voluntary sector or social economy projects): 1.0% 

Technical assistance: 1.4% 

Key indicators 

Output indicators Target 2000-05 Up to end 2005 

No. of people trained 159,277 206,424 

No. aged 16-24 assisted before unemployed for 6 months  17,724 27,180 

No. aged 25+ assisted before unemployed for 12 months 30,002 20,434 

No. of beneficiaries who complete their courses 110,188 159,303 

No. of existing companies assisted by ESF 16,457 14,280 

   

Result indicators   

No. of people leaving for full or part-time employment 41,899 20,424 

No. of people leaving for self employment 512 345 

No. of people leaving for full time education / training 56,533 26,755 

No. of leavers who gain a (part) qualification  65,398 99,747 

Note: Data have been aggregated across priorities and indicators, possibly leading to double-counting. 

Source: EPRC calculations based on Annual Implementation Report 2005.  

Examples of key projects  

By the end of 2005, the programme had financed 2,987 projects, including:  

Access to employment e.g. Govan Works; Into Work Glasgow Care Skills; Pollock Skills 
Update; Drumchapel Opportunities Know IT Online; Activate Career Planning, Lowlands 

Social inclusion of disabled people e.g. in Inverurie, Edinburgh/Lothian 

Business training: East Ayrshire Job Rotation 2005 (inc. work experience for unemployed) 

Human capital: Higher Education in Person Centred Approaches for Social Care Workers;  

Gender equality: Management/IT courses for women, Paisley; Men in Childcare, Edinburgh 
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Objective 3 Programme 1994-99 

Total EU funding ECU 94 million at 1994 prices (in 1997-99 only) 

Priority 1: Pathways to employment  

Priority 2: Pathways to a good start in working life  

Priority 3: Pathways to equal opportunities between men and women  

Priority 4: Enhancing capacity for community development  

Technical assistance 

Key indicators  

Output indicators Outcomes 
No. of projects approved in 1997-99 1,244 

No. of beneficiaries in 1997-99 168,394 
Completers leaving for employment in 1997 (%) 30.1% 
Completers leaving for self-employment in 1997 (%) 0.6% 

Completers leaving for FE/training in 1997 (%) 26.8% 

Completers leaving for unemployment in 1997 (%) 17.6% 

Completers gaining qualifications in 1997 (%) 23.1% 

Source: Ex ante evaluation of the 2000-06 Objective 3 programme. 
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ANNEX TO SECTION 3: THE EFFECTS OF SCOTLAND’S 
STRUCTURAL FUNDS PROGRAMMES 

Core indicators used for monitoring Scotland’s programmes in 2000-0696 

ERDF Core Indicators 

Jobs and Employment 

Gross new jobs created 

Number of jobless people securing employment 

Number of young people under 25 years of age placed in employment 

Number of gross jobs created through self-employment 

Gross number of jobs safeguarded 

Assistance to Business 

Number of existing and new SMEs assisted and number of instances of assistance 

Increase in sales in assisted businesses 

Hectares of serviced land created or enhanced (by greenfield or brownfield sites) 

Square metres of business space created or enhanced – occupied after 18 months / 3 years 

Private sector finance levered in by new assisted projects 

Value of investment in R&D by assisted SMEs 

Number of patents / intellectual property rights registrations by assisted SMEs 

Number of organisations taking up e-commerce trading 

Increase in visitor numbers 

Number and square metres of new training /learning facilities constructed or upgraded 

Social Inclusion and Equal Opportunities 

Number of assisted organisations introducing equal opportunities / environmental policies 

Number of childcare facilities and places created 

                                                 

96 Scottish Executive (2000b) op.cit. 
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Number of organisations achieving recognised quality awards 

Environment 

K/W of new renewable energy infrastructure installed 

Number of SMEs undertaking environmental management 

Number of strategic environmental / forestry partnerships funded 

Hectares of natural habitat under management 

Increase in volume of waste recycled or reused 

 

ESF Core Indicators 

Number of beneficiaries of ESF assistance, show separately: 

% of persons aged 16-24 receiving assistance 

% of this group unemployed for less than 6 months before assistance began 

% of persons aged 25 and over receiving assistance 

% of this group unemployed for less than 12 months before assistance began 

% of those who complete their course 

% of those leaving ESF funded training for positive outcomes, split by end destination: 

 Into full or part-time employment 

Self-employment 

Full-time FE / training / other Government training schemes 

% of leavers who gain a qualification or part qualification 

% of beneficiaries who receive assistance specifically geared towards self employment 

Number of existing companies given direct assistance from ESF 

% of parents with children under 5, who are in employment 6 months after ESF assistance 
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ENTERPRISE AND CULTURE COMMITTEE 
 

Draft Legacy Paper – Volume 1 (main paper) 
 
Introduction 
 
1. At its meeting on 13 February 2007, members discussed a draft of the 

legacy paper and proposed changes. Attached is a revised draft. 
 
Action 
 
2. Members are requested to comment on the draft legacy paper as set 

out below. 
 
 

Stephen Imrie 
Clerk to the Committee 
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ENTERPRISE AND CULTURE COMMITTEE 
 

Note from the clerk on the Scottish Register of Tartan Bill and 
correspondence from Jamie McGrigor MSP 

 
 
Background 
 
1. The Scottish Register of Tartans Bill (SP Bill 76) (“the Bill”) was introduced 

to the Parliament on the 27 September 2006 by Mr Jamie McGrigor MSP 
(the member in charge of the Bill). Under Rule 9.6 of the Parliament’s 
Standing Orders, the Parliamentary Bureau referred the Bill to the 
Enterprise and Culture Committee to consider and report to the Parliament 
on the general principles of the Bill. 

 
2. A formal call for written evidence was subsequently issued by the 

Committee and, in addition, the Committee took oral evidence from Mr 
McGrigor MSP and staff from the non-executive bills unit in the Parliament. 
Members also receive a written memorandum from the Scottish Executive 
setting out its position on the Bill. 

 
3. Since this evidence-taking by the Committee, the clerks have been 

preparing a draft of the Committee’s stage 1 report on the Bill. However, at 
the recent debate in the Chamber (7 February 2007) on the subject of 
tartan, the member in charge of the Bill indicated his willingness to 
withdraw his Bill in light of the various initiatives promised by the Deputy 
Minister for Enterprise and Lifelong Learning1. These included the 
commissioning of research on the relative importance of the tartan industry 
in Scotland and a consideration of whether introducing a register will 
immediately benefit Scotland's tartan industry and help to promote the 
image of Scotland more generally. The minister also indicated his 
willingness to bring interested parties together with a view to creating a 
national register through a non-legislative route. 

 
4. Subsequent to the debate, the member in charge of the bill wrote to the 

Head of the Legislation Team in the Parliament advising that, under 
Standing Order rule 9.13.1, he would like to withdraw the above Bill (see 
annex A). As the Parliament has not yet discussed the Bill at a stage 1 
debate, the agreement of the whole Parliament is not required by the 
member in charge in order to withdraw the Bill. 

 
5. As the Bill has now been formally withdrawn, there is no requirement 

for the Enterprise and Culture Committee to continue with its 
consideration of a report for stage 1. 

 

                                            
1 Official Report, 7 February 2007, c31818 
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Action 
 
6. Consequently, members are invited to agree that the Committee will 

not be proceeding with the publication of a stage 1 report. Members 
may wish, if they choose, to welcome the initiatives from the minister 
and the willingness from the member in charge of the Bill to support 
these and withdraw his bill. 

 
7. It is likely that developments in relation to the non-legislative routes being 

explored by the Executive will not be completed before the dissolution of 
the Parliament. Therefore, members may wish to recommend that the 
clerk monitors developments on behalf of a successor committee. 

 
 

Stephen Imrie 
Clerk to the Committee 
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ANNEX A 
 
LETTER FROM JAMIE McGRIGOR MSP 
 
 
 
Peter McGrath  
Head of Legislation Team  

 
15 February 2007  

 
 

Dear Peter 
 
Scottish Register of Tartans Bill 
 
I would, under Standing Order rule 9.13.1, like to withdraw the above Bill. 
 
 
Yours sincerely 
 
 
Jamie McGrigor MSP  
Member in Charge of the Bill 
 
 
Copy:  George Reid, Presiding Officer  

Margaret Curran, Minister for Parliament 
  Alex Neil, Convener E&C Committee 
  David Cullum, Non Executive Bills Unit 
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DRAFT LEGACY PAPER 
 
Introduction 
 
1. This paper sets out a chronology of the work undertaken, the lessons 

learned and some thoughts for the future that might help our successor 
committee(s) with its workload in the new parliamentary session. 

 
2. The paper contains three main sections: 
 

• a review of the work of the Committee from June 2003 to 
March 2007; 

• a commentary on the lessons learned whilst carrying out our 
legislative workload and our inquiries; 

• thoughts and recommendations on the subjects that our 
successors may wish to investigate as part of the early 
business of the relevant new committee(s) and/or areas in 
which our successor committee(s) may wish to keep track of 
developments. 

 
3. Whilst the outgoing Committee recognises that it cannot bind the decisions 

of a new body of members, we believe that this legacy paper is a valuable 
tool and one that can prove its worth in getting the relevant new 
committee(s) in session 3 up and running without delay. 

 
Looking back – a review of the second parliamentary session 
 
4. By the end of the second parliamentary session, the Committee will have 

produced four annual reports setting out in detail the legislation 
considered, inquiries undertaken, petitions discussed and events 
organised etc between June 2003 and March 20071. The review below is 
not intended to duplicate this information. Rather, it is a synopsis of our 
workload to provide an overview of the range of issues considered and the 
breadth of our remit. 

 
Legislation 
• Further and Higher Education (Scotland) Bill; 
• St Andrew's Day Bank Holiday (Scotland) Bill; 
• Bankruptcy and Diligence etc. (Scotland) Bill; 
• Tourist Boards (Scotland) Bill; 
• Scottish Register of Tartan Bill. 
 

                                                 
1 These can be found at: 
http://www.scottish.parliament.uk/business/committees/enterprise/reports.htm 
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Main inquiries 
• ‘Scottish solutions’ –the impact on Scottish higher education of 

the proposed introduction of variable top-up fees in universities 
in England; 

• Broadband in Scotland; 
• Renewable energy; 
• Arts in the community; 
• Restructuring Scotland’s tourism industry; 
• Reform of Scottish football; 
• Business growth – the next 10 years; 
• The management of budgets at Scottish Enterprise and the 

proposed restructuring of the enterprise agencies. 
 
Events etc 
• Business in the Parliament Conference in 2004, 2005 and 2006; 
• Formal and informal round-table discussions on subjects as 

diverse as— 
 Employability and the strategy for those not in employment, 

education or training; 
 The ageing population; 
 Sports policy; 
 Investment, innovation and R&D; 
 The role of social enterprises; 
 Community arts; 

• ‘Hearings’ on the implications of BBC Scotland's internal reviews 
and on governance in the Scottish Rugby Union. 

 
Lessons learned 
 
Remit of the Committee 
5. As is quickly apparent from the section above, the impact of the very broad 

remit of the Committee has meant that the workload has varied from 
enterprise issues, to tourism, arts and culture, sports, lifelong-learning etc. 

 
6. It is also clear, however, that certain subjects, such as science policy, 

corporate social responsibility, European structural funding, built heritage 
and architecture, which all fall within the remit, have barely been 
addressed, despite their importance. 

 
7. It is the considered opinion of the members of this Committee that 

such a wide-ranging remit is not conducive to proper scrutiny of the 
subject matter and to balancing the legislative workload with own-
initiative work such as inquiries.  

 
8. Furthermore, some subjects, such as European funding, are part of the 

remit of more than one committee and therefore, our successor(s) may 
wish to look at the possibility of joint inquiries or sending committee 
members to the meetings of other parliamentary committees when 
subjects of common interest are being discussed. 

 3



EC/S2/07/6/6 

 
Working practices – balancing the formal with the informal 
9. We have found, on many occasions, great value in seeking views in a 

more informal fashion rather than being restricted to evidence-taking at 
formal meetings held in Edinburgh. Some examples that we would cite are 
the informal discussion we held with residents of Campbeltown during our 
fact-finding visit to the area as part of the inquiry into renewable energy 
and the off-the-record briefing from the Royal Society of Edinburgh on 
energy matters. We recommend that our successors use the same 
sort of means of discussing subjects with people in an informal 
environment, especially at the onset of any longer inquiry.  

 
10. However, we would balance our enthusiasm with one note of warning, 

namely that informal meetings, which are by their very nature off-the-
record, may be perceived by some as being of a lower status compared 
with formal committee meetings (which come with an Official Report). For 
example, during the off-the-record round-table discussion with 
representatives of social enterprises as part of the inquiry into business 
growth, concerns were expressed that there was a lack of parity between 
them and profit-making organisations appearing at the formal meetings of 
the Committee, although an off-the-record session with representatives of 
the private sector was also held, at which no such concerns were raised. 

 
11. In summary, there are many ways in which a Committee can interact with 

people ranging from off-the-record briefings to formal committee meetings. 
Careful consideration as to what is appropriate and how the material 
discussed can subsequently be used are important factors to take into 
account. 

 
Working practices – be prepared 
12. The Committee continued to make good use of the ability to appoint 

specialist advisers. These external representatives can be especially 
valuable in helping members understand complex subject matter (e.g. 
bankruptcy law) or develop meaningful policies (e.g. in the funding of 
higher and further education). The critical issue is one of taking time to 
pick the right adviser for the purposes required. We recommend that our 
successors follow our approach, use specialist advisers as and when 
required and take the necessary time to appoint the most suitable 
ones. Occasionally, this may mean paying a sum in excess of the 
standard day rate normally offered by the SPCB. 

 
13.  However, we further recommend that, unless the subject matter 

proves particularly complex, our successors continue with our 
practice of dispensing with the need for ‘prepared’ questions 
(provided by the clerks or SPICe). We find that, although occasionally 
helpful, by and large the provision of such questions stifles debate and 
could limit some of the subject matters that elected members legitimately 
wish to explore. 
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14. One further recommendation that we would make to our successors 
is to consider accessing the resources available both within SPICe 
and through the external commissioning of research to provide 
valuable briefing material to aid members with their work. We have 
used both to great effect and, in the case of the St Andrew’s Day Bank 
Holiday (Scotland) Bill, the commissioning of research into the costs and 
benefits of such a holiday was useful in clarifying many of the issues 
involved. 

 
Legislative workload 
15. The early years in the Enterprise and Culture Committee and its 

predecessors in session one were seen as having a fairly light legislative 
workload.  However, this did not materialise in the second-half of this 
session. One bill in particular, reforming bankruptcy and diligence law, 
took over a calendar year to complete. This, on top of member’s bills, one 
of which in particular (the St Andrew’s Day Bank Holiday(Scotland) Bill) 
proved very controversial and time-consuming, shows that it is not always 
possible for a committee to rely on having a lot of time for own-initiative 
inquiries. It also shows that there is no such thing as a standard timeframe 
within which consideration of legislation can be completed. 

 
Post-inquiry review and post-legislative scrutiny 
16. As part of this legacy process (see volume 2), we asked the Scottish 

Executive to review the main conclusions and recommendations from all of 
our inquiries and to indicate whether the response made at the time has 
changed and/or what further actions have undertaken to take forward our 
ideas. We consider this post-inquiry review process to be a valuable 
tool and one which should not be restricted to the legacy process. 
Too often, the complaints that we hear from external bodies relate to 
implementation and delivery and this process can assist in monitoring how 
well this is being achieved. 

 
17. Similarly, we also consider post-legislative scrutiny to be of value 

and would consider a review of the situation under the 
Bankruptcy and Diligence etc. (Scotland) Act 2007 and the Further 
and Higher Education (Scotland) Act 2005 to be something that our 
successors may wish to consider. 

 
Consideration of the budget 
18. The Committee has generally found it difficult to undertake effective 

scrutiny of the Scottish Executive’s budget proposals in the manner 
originally intended, which it would prefer. The main difficulty that it has 
faced is the very limited time that exists between the publication of the 
Executive’s proposals and the need to report to the Finance Committee. 
There has also been some frustration at the level at which information is 
available. This is an issue which needs to be dealt with across the subject 
committees. 

 
19. Nevertheless, the Committee has adopted some strategies to try and 

overcome these problems and focus its work. Over 85% of the budgets 
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that the Committee is responsible for scrutinising is allocated to four 
quangos – Scottish Enterprise, Highlands and Islands Enterprise, 
VisitScotland, and the Scottish Funding Council. In previous years, the 
Committee took the decision to focus on a few of these bodies each 
budget year and to ask all the other non-departmental public bodies and 
agencies for budget information in a standardised, tabular form. The 
relevant successor committee(s) may wish to continue this practice 
and focus its analysis on a few of these bodies each year. 

 
EU issues 
20. Due to the breadth of other issues to be covered, the Committee has not 

focussed to any significant degree on EU issues; research was 
commissioned on the impact of expenditure through EU regional 
development funds and the Committee did contribute views to the 
European Commission’s review of state aids. 

 
21. Despite this area having been a lower priority in terms of the competing 

workload, we recommend that our successors continue to task the 
clerk and the Parliament’s European Officer in Brussels to keep a 
‘watching brief’ on developments and alert MSPs accordingly. This 
should include keeping in touch with Scotland’s MEPs generally and those 
on the relevant European Parliament committees in particular2. Indeed, 
convener(s) of the relevant successor committee(s) may wish to hold 
periodic liaison meetings with MEPs and invite them to give evidence to or 
attend briefing sessions with the committee(s). 

 
Events 
22. This Committee has been fairly active in organising events outwith the 

committee meetings and more informal round-table discussions. One of 
the major events organised in conjunction with the Scottish Executive is 
the now annual Business in the Parliament Conference. Organised in 
2004, 2005 and 2006, this brings together 270+ delegates for an event 
over two days, comprising MSPs, ministers and business leaders, to 
discuss the business agenda. We would recommend continuation of 
this event. 

 
23. We would further recommend the concept, as agreed by the 

Committee at our meeting of 16 January 2007, that our successors 
consider organising a ‘skills summit’ (see annex A) and an event with 
the STUC (see annex A). 

 
Continual review and awaydays 
24. One of the lessons learned in this parliamentary session is the importance 

of continual review of our work programme and working practices. One 
valuable way of having this discussion is through an awayday. Bringing 
together members, parliamentary staff, ministers and external bodies is a 
useful way of informally discussing such issues. An awayday can also be 

                                                 
2 For example, Elspeth Attwooll MEP and Catherine Stihler MEP for Regional Development, 
Alyn Smith MEP and John Purvis MEP for Industry, Research and Energy etc. 
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valuable in reviewing adherence to the lessons outlined in this legacy 
paper and to discussing practices such as media relations by the 
committee, which can prove challenging and where clarity of approach is 
valuable.  We would recommend an early awayday by our successor, 
possibly in the summer of 2007. 

 
Looking forward – what now for our successors? 
 
25. This Committee recognises that it is not for us to bind our successors in 

terms of a future work programme or working practices. Nevertheless, in 
addition to the lessons learned set out above, we make a number of 
recommendations in terms of the subject matter that the relevant new 
committee(s) may wish to consider as part of its early work programme 
and/or areas in which members may wish to monitor developments. We 
have laid this information out in terms of subject area as there is no 
guarantee that our successor will have the same remit as ourselves. 

 
Enterprise 
• Challenges of climate change for businesses – the Stern 

Review; 

• Progress with the delivery of the strategy for those not in 
employment, education and training and the employability 
framework; 

• Reviewing the workings of the planning system in relation to 
renewable energy developments and the working of the 
initiatives in place to support the industry (e.g. the renewables 
obligation scheme, RD&D support for nascent technologies, 
section 36 consents etc.). 

Lifelong learning 
• A review of funding for part-time students in further and higher 

education; 

• A review of funding more generally and in higher education in 
particular given the recent issues with the Crichton campus, 
Dundee University, Strathclyde University etc; 

• Governance in Scotland’s FE colleges; 

• The forthcoming teaching funding methodology review of the 
Scottish Funding Council; 

• A review of post-graduate numbers in Scotland. 
Tourism 
• Continued monitoring of the work of VisitScotland and the 

Scottish Executive to promote tourism and adhere to the targets 
set in the various plans for the industry. 

 
Arts and culture 
• Scrutiny of the proposed Culture (Scotland) Bill; 
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• Once established and given a period of time to commence work, 
a review of the success of Creative Scotland; 

• The impact on the national companies of direct management by 
the Scottish Executive. 

Sport 
• Consideration of any legislation required should Scotland be 

successful in its bid to host the Commonwealth Games 
• Follow-up to the review of the Sport 21 strategy. 
 
Other 
• The success of the new governance structure for the 

management of EU regional development funding in Scotland; 

• Post-legislative scrutiny of the Bankruptcy and Diligence etc. 
(Scotland) Act 2007, the Further and Higher Education 
(Scotland) Act 2005 and/or the Planning etc. (Scotland) Act 
2006 in relation to the development of renewable energy; 

• The Business in the Parliament Conference series and the other 
events as set out in annex A. 

• Consideration of the implications of the recent policy on 
architecture published by the Scottish Executive. 
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ANNEX A 
 
SKILLS SUMMIT 
 
Members of the Enterprise and Culture Committee have agreed that tackling 
the skills gap is one of the most pressing challenges in Scotland. To do so, 
requires developing a shared understanding of the problems and the policy 
responses that should follow. By bringing together ministers, politicians, 
government agencies, representatives of the business sector, education and 
training providers such an understanding can be built up. 
 
A skills summit could be organised by our successor(s) as one way of 
bringing together a range of interested parties to explore the barriers, discuss 
current initiatives and to look to what more could be done. Modelled on the 
seminar on public procurement issues, held as part of the Business in the 
Parliament events, a one-day conference/seminar held in the Scottish 
Parliament could be very beneficial. 
 
Without being too descriptive at this stage, some of the obvious 
representatives at such as summit would include government ministers for 
enterprise, lifelong learning and education, MSPs, business leaders, 
representatives of the further and higher education sector, training providers, 
skills bodies, the skills committee of the Funding Council, trades unions etc. 
 
 
EVENT WITH THE STUC 
 
Members of the Enterprise and Culture Committee have agreed that our 
successor committee(s) might also consider holding an event with the STUC 
as part of the new parliamentary session. Although the current Committee is 
supportive of the Business in the Parliament Conference, to which the STUC 
are invited, it would also be useful to explore some of the issues faced by 
trades unions and their members. Exploring subjects such as continuing 
professional development, flexible working, challenges of globalisation etc 
would also be one way of addressing the link between matters of interest to 
the trades union movement and the remit of the Committee. A roundtable or 
similar type event would probably be the most appropriate structure to follow, 
at least initially. 
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ENTERPRISE AND CULTURE COMMITTEE 
 

Draft Legacy Paper – Volume 2 (post-inquiry scrutiny) 
 
Introduction 
 
1. At its meeting on 13 February 2007, members agreed to ask the Scottish 

Executive to review the main conclusions and recommendations from all of 
the Committee’s main inquiries and to indicate whether the response 
made at the time has changed and/or what further actions have 
undertaken to take forward the Committee’s recommendations. 

 
2. The information received is set out in Annex A to this paper. The intention 

is to publish this information as a separate volume alongside the main 
legacy paper when agreed.  

 
Action 
 
3. Members are requested to consider the information received.  Please 

note that the Executive is still to produce an update on the Committee’s 
inquiry report into reform of Scottish football. 

 
 

Stephen Imrie 
Clerk to the Committee 
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COMMITTEE REPORTS WITHIN THE ENTERPRISE AND LIFELONG LEARNING REMIT 
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2003 
 
3rd Report 2003 (Session 2): Report on Scottish Solutions Inquiry 
 

Main conclusions/recommendations Extract from the Extract from the 
Executive response at the time of the report 

Update (to be completed by the Executive) 

16/146.  The Committee is of the view that, whatever 
the detail of the final proposals, the introduction of top-
up fees will result in an additional income stream to 
higher education in England.  That is the explicit aim of 
the policy.  If higher education in Scotland is to 
maintain its competitive advantage and avoid becoming 
competitively disadvantaged in the future, it will be 
essential to lever additional funds into the sector.  
While this can in part be achieved by various measures 
which can be taken by institutions themselves (detailed 
in this report), we believe that significant Executive 
funding will also be necessary. 

The Executive recognises that Scotland’s distinctive 
higher education system is a valuable asset which must 
be protected and developed for the good of the nation. 
We have a good track record of investing in our higher 
education institutions (HEIs), having increased funding 
in real terms every year since devolution.  By 2005/06, 
we will have increased annual funding for the HE sector 
from £600 million in 1999/2000 to over £800 million 
by 2005/06.   
 
We responded promptly to concerns in the sector about 
the impact for Scotland of the DfES proposals by 
setting up a third phase of our Higher Education 
Review.  Involving over 80 representatives from some 
20 organisations, the results of this detailed and 
thorough process will give us the robust information we 
need to make informed decisions as part of the 
forthcoming Spending Review.  We are committed to 
ensuring that Scottish higher education maintains its 
competitive edge. 

The Executive recognised early the need for extra 
investment in our higher education institutions 
following the announcement of the introduction of 
variable fees in the rest of the UK. 
 
Following the third phase of the Higher Education 
Review, the 2004 spending review settlement for higher 
education institutions increased annual funding by 23 
per cent in real terms between 2004/05 and 2007/08. 
This took annual investment from £770 million to 
£1.028 billion. This includes an investment of £148 
million in the Learning & Teaching Infrastructure Fund 
(LTIF) to modernise the HEI estate. 
 
This investment gave our institutions a significant 
degree of financial security during period of turbulence 
and uncertainty across the rest of British higher 
education. 
 
   

41.  The Committee considers that to introduce a White 
Paper materially affecting matters devolved to the 
Scottish Parliament, without dialogue with the Scottish 
administration, suggests a lack of communication by 
the UK Government with Scottish Ministers.  The 
Committee considers that it is essential that in future the 
UK Government takes account of the potential 
consequences for Scotland of its proposals 

The Executive acknowledges that the White Paper has 
potentially an indirect and direct impact on Scotland.  
Both the Executive and the UK Government have 
acknowledged the need for closer and more regular 
consultation on these issues by instituting quarterly 
Ministerial meetings. 

This work is ongoing. 
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67.  The much lower levels of support for part-time 
students, including mature part-time students, creates a 
barrier to improving the education and skills of people 
of all ages.  The Committee recommends that the 
Executive should address this situation, maximising the 
benefits to individuals, families, communities and the 
wider economy. 

As part of the review of funding for learners, the 
Executive is currently working to obtain more 
information on the reasons why people choose to study 
on a part-time basis, what sort of part-time study they 
want and what may prevent them from doing so. 
 
While many people do support themselves while 
studying part-time, it is possible that more would find 
higher education more accessible on a part-time basis 
because of disability or caring responsibilities, but 
would be unable to support themselves while they do 
so. 
 
We therefore need to identify whether there are 
significant numbers or groups of such people and, if so, 
what type of additional support they need. 

The Executive is taking forward policy review work on 
support for part-time study through a two-stage project.  
The first phase (completed in autumn 2006) reviewed 
the evidence base, clarified the different definitions of 
"part time" currently used and gathered information on 
different funding arrangements for part-time study 
across the UK. This phase also included research to 
look at the motivations for, and barriers to, learning for 
people to study part time, drawing on existing research, 
as well as extensive stakeholder liaison to identify key 
issues and priorities for further policy consideration.  
Further  information on the outcomes of this phase of 
the review are available at: 
http://www.scotland.gov.uk/Topics/Education/Funding-
Support-Grants/PMB/Part-tiem1project
 
Following this initial work we are considering the 
following changes to support for part-time higher 
education students from 2007/2008: 
 
• Increase in the level of the income thresholds for 

the part-time higher education student loan  
• Improve the information and guidance on start 

course arrangements to reduce problems in the 
timing of the higher education part-time loan 
payment  

• Remove the requirement to take out the part-time 
higher education student loan before being 
considered for institution hardship funds 

A number of other recommendations have also been 
being taken forward. These include: 

• Improving the interaction with the benefits system 
- we have already set up the Student Benefits 
Advice Service for front-line advisors.  

http://www.scotland.gov.uk/Topics/Education/Funding-Support-Grants/PMB/Part-tiem1project
http://www.scotland.gov.uk/Topics/Education/Funding-Support-Grants/PMB/Part-tiem1project
http://www.cpag.org.uk/scotland/studentbenefitsproject/student_benefits_project.htm
http://www.cpag.org.uk/scotland/studentbenefitsproject/student_benefits_project.htm
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• Better information for part-time learners - our set 
of 'helping you meet the costs of learning' 
publications includes a guide for part-time learners. 

The second phase of the project, currently under way) is 
primarily to develop options for improved student 
funding mechanisms for part-time students in higher 
education, specifically: 

 Options for fee support  
• Options for study cost support 

and secondly to consider the definitions for part-time 
study, regarding impact on eligibility for student 
support. 

A series of options to improve part-time support have 
been produced and we will be discussing these with 
various stakeholders during March 2007. 

71.  The Committee is of the view that in making 
available any additional resources for higher education 
in Scotland there should not be a presumption that these 
will be allocated solely to the University sector and that 
the strategic importance of the further education sector 
should also be addressed 

We will carefully consider the needs of both the further 
and the higher education sectors during the forthcoming 
Spending Review.  Our Lifelong Learning Strategy 
places considerable emphasis on the need to continue to 
look at further and higher education side by side.    

The real terms percentage increase in investment in the 
college sector during the period of the 2004 Spending 
Review was on a par with that for the HE sector. Over 
the period investment in colleges rose by 21 per cent in 
real terms from £474 million in 2004/05 to £619 million 
in 2007/08 

81.  The Committee considers that cross-border flows 
of students are a positive asset, enriching both 
individual student experience and the wider university 
culture.  The Committee recommends that the 
Executive should monitor cross-border flows carefully 
over the years to come to see if there are significant 
changes 

The Executive agrees with the Committee that cross 
border flows of students are a positive asset to Scotland.  
This is recognised in our Framework for Higher 
Education, which highlights the fact that the presence of 
students from outwith Scotland enhances the 
environment for all students – both academically and 
culturally.  We agree with the Committee’s view that 
there is a need to monitor changes, given that it is too 
early to predict with any degree of certainty the impact 

As the introduction of variable fees in the rest of the 
UK approached it became increasingly apparent that 
fees would not in fact vary between institutions and 
courses and that students coming from the rest of the 
UK would make significant savings by choosing to 
study in Scotland. While the Executive remains 
committed to ensuring that our institutions continue to 
attracting the best students from around the UK it is 
also essential that we protect the interests of Scots 

http://www.scotland.gov.uk/Resource/Doc/135783/0033650.pdf
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of changes on the flow of students to Scotland from the 
rest of the UK, Europe and the rest of the world. 

domiciled students in particular and Scotland in 
general.  
 
For this reason general fees for students from the rest of 
the UK were increased to £1700 a year. Given the 
particular pressures on places at Scotland’s medical 
schools and the resultant effects on recruitment to NHS 
Scotland, medical fees were raised to £2700 a year.  
 
These fee levels maintained the attractiveness of 
Scottish institutions while protecting opportunities for 
Scots domiciled students. The Executive continues to 
monitor cross border flows and will act as appropriate 
to maintain the equilibrium of cross border flows. 

90.  The Committee recommends that the Executive 
should explore further collaborative marketing for 
Scottish universities in targeted overseas countries, 
potentially exploiting Scotland’s well-recognised global 
brand, and its distinctive tradition of learning 

The Executive agrees with the Committee that 
collaborative promotion of Scottish higher education in 
overseas markets is an important area of activity, and 
has increased its funding to Education UK Scotland for 
this specific purpose.  Our Framework for Higher 
Education sets out our existing commitments, and 
makes clear our future policy intentions in this area.  
Further, the international higher education dimension is 
currently being considered as part of the Fresh Talent 
Initiative as well as within the Phase 3 Review 

The Executive is continuing to provide funding to 
 Education UK Scotland and are currently working with 
Education UK Scotland to develop a Strategy For The 
Internationalisation Of Scottish Post-School Education. 
The Strategy will support our aims of encouraging 
collaboration and greater coherence within both the 
further and higher education sectors. The Executive 
also contributes to UK-wide initiatives such as  the 
Prime Ministers Initiative (PMI), UK India Education 
and Research Initiative  (UKIERI)  and the  Russia 
Bridge project. 
 
The Fresh Talent Working in Scotland Initiative has 
assisted over 3400 people to live and work in Scotland 
since it started in June 2005. The Executive has 
published a China Strategy (August 2006)  and US 
Strategy (October 2006), both of which include 
education as a key area of engagement. And Scottish 
Development International has been given additional 
resource to allow it to increase its capacity so as to be 
able support the international engagements of 
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Scotland’s colleges and HEIs.  June 2006 saw the 
launch of Scotland’s Colleges International whose aim 
is to promote their services to an international audience. 

108.  The Committee is of the view that a pre-existing 
problem in recruitment and retention, caused at least in 
part by falling comparative pay scales, is likely to be 
exacerbated by any additional income stream to English 
universities.  Precise timescales and effects are 
impossible to model but the Committee is clear that the 
trend would be for the situation to worsen over time.  
The Committee therefore recommends that the 
Executive works with institutions and representative 
bodies, including trade unions, to address recruitment 
and retention issues for Scottish higher education. 

The Executive understands the need for Scottish higher 
education to be supported by a well managed and well 
rewarded workforce.  The latest Universities and 
Colleges Employers Association (UCEA) data suggests 
that Scotland has the fewest recruitment and retention 
difficulties in comparison to all other regions of the 
UK. Nevertheless, the Executive appreciates that there 
are a number of issues affecting the attractiveness of the 
higher education labour market, and consequently has 
asked for the Phase 3 Review to examine in detail 
factors affecting staff recruitment and retention 

Significantly increased investment in higher education 
in higher education has allowed our institutions to 
remain within UK pay bargaining processes. While the 
2006 pay settlement will prove challenging for many 
institutions across the UK, Scottish institutions have 
benefited from an increase of 23 per cent in real terms 
in annual investment between 2004/05 and 2007/08. 
 
The Executive will monitor the recruitment situation 
within our HEIs in the run up to the next spending 
review round. 

123.  The Committee recognises that the taxpayer must 
be assured that any investment is being used as 
effectively as possible. The Committee recommends 
that the Executive should actively assess the economies 
of scale that could be achieved by sharing aspects of 
university operation, potentially on a regional or even 
national basis.  The Committee considers that resources 
released by such action could then be redirected to core 
teaching and research activities 

The Executive outlined in the Framework for Higher 
Education our commitment to achieving best value 
from government investment in higher education.  It 
makes clear our intention that HEIs should look to 
collaborate wherever it is beneficial to do so, and 
thereby maximise the effective use of public resources.  
We believe that such collaboration could also take place 
between HEIs and FE Colleges.  Collaborative efforts 
may also be extended in places beyond the educational 
sector to include the private and public sector.  
 
Nevertheless, we should not overemphasise the savings 
that can be made through collaboration, as experience 
shows economies in this area are hard won.  
Furthermore, as HEIs are autonomous bodies, it is right 
that the lead should lie with HEIs to assess the scope for 
economies of scale in specific areas.  It is rightly part of 
SHEFC’s role to secure best value for the public 
investment in higher education.  We therefore look to 
the Funding Council to work with institutions to 
identify potential areas for such collaboration and, 

Building upon significant efficiency gains that have 
already been delivered over recent years and the 
continuing gains derived from existing collaborative 
activities, the SFHEFC has worked closely with 
colleagues in further and higher education to identify 
the following additional opportunities to deliver 
redeployment gains over the next three years.  Key 
developments include: 
 
Investment in estates 
 
SR04 has committed significant additional capital 
investment for learning and teaching infrastructure over 
the three financial years to 2007/08 in both Further 
Education (FE) and Higher Education (HE).  The much 
improved environment for students and researchers will 
result in reduced operating expenditure (through 
reduced floor space and more efficient running costs).  
There is to be collaboration between institutions, co-
location of facilities, and sharing of services.  Best 
practise in procurement, energy efficiency and waste 
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where appropriate, to facilitate such activity management will be part of those estate renewal 
strategies.  
 
Identifying, sharing and replicating new approaches for 
the delivery of learning, research and support functions 
and the development of new collaborative activities 
 
Approaches are constantly evolving as institutions 
strive to maximise the investment of the resource 
available to deploy on teaching and research.  This 
strand seeks to identify the most effective approaches, 
ensure effective dissemination, and provide support for 
efficient replication.   
 
Further development of joint procurement arrangements 
 
Work is ongoing to build upon existing joint 
procurement arrangements to reach out to all 
institutions and all areas of expenditure. 

138.  The Committee recognises the benefits of 
endowment funding, and recommends that universities 
should continue their efforts in this area.  The 
Committee believes that in the longer term there is no 
reason why it should not become a more significant part 
of university funding than is now the case 

The Executive agrees with the Committee’s view that 
there is scope to explore the potential to increase 
income from endowment funding, even though the 
sector recognises this is unlikely to account for more 
than a small income stream in overall percentage terms.  
 
Our Framework for Higher Education welcomes the 
UK government’s initiative to highlight and strengthen 
the incentives which already exist for private giving 
from individuals and organisations to educational 
institutions.  The Framework clearly sets out the 
Executive’s commitment to linking with the DfES 
Endowment Task Force and acting on its 
recommendations. The Executive has led meetings 
between DfES representatives and Development and 
Finance Directors of Scottish Universities, and awaits 
the findings of the DfES report. 

While it is clear that endowment funding is an option 
for some institutions, it is clear that this is a long term 
solution which requires significant early investment by 
institutions. The funding stream is likely to be 
considered alongside others such as matched funding as 
part of the HE Futures exercise currently being run in 
conjunction Scottish HEIs, Universities Scotland and 
other stakeholders. 
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We are also using the Phase 3 Review to explore other 
options for increasing the non-public sources of funding 
available to higher education. 

144.  The Committee recommends that, if the aspiration 
is to grow the Scottish economy, the Executive should 
increase its investment in higher education as a 
percentage of the overall budget 

We have made clear our commitment to maintain the 
competitive edge for Scotland’s HEIs.  Using the results 
of the Phase 3 Review, and taking account of all the 
competing priorities on the Executive’s resources, we 
will make informed decisions about the appropriate 
level of funding for the sector during the next Spending 
Review 

Direct investment in higher education institutions as a 
share of the Scottish Executive budget rose from 3.0 per 
cent in 2004/05 to 3.4 per cent in 2007/08.  While the 
overall budget rose by under 8 per cent in real terms 
over the same period, the HEI budget increased by 23 
per cent. 
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2004 
 
4th Report 2004 (Session 2): Report on broadband in Scotland 
 

Main conclusions/recommendations Extract from the Extract from the 
Executive response at the time of the report

Update (to be completed by the Executive) 

The Committee’s report recommends that the Executive 
“commit itself to take the necessary steps to secure near 
100% coverage by summer 2005 by the most 
appropriate means”. 

We are keen to continue to build on the excellent 
progress made in extending coverage over the past 10 
months.  The market has already responded positively 
to demand stimulation, and coverage now stands at 
82% (households with access).  In addition, BT’s 
proposed programme of exchange upgrades throughout 
the UK should ensure that 95% of Scotland’s 
population will have access to ADSL by summer 2005.  
This very high level of coverage may increase further if 
the outcome of BT’s current trials to extend the reach 
of ADSL is positive. 
 
We are aiming even higher with the announcement on 1 
June by the Deputy First Minister to conduct a publicly 
funded procurement aimed at ensuring that affordable 
broadband is available in every community by the end 
of 2005.  This is a very challenging timescale given the 
exigencies of compliance with State Aids regulations 
and public sector procurement processes.  But work has 
already begun to agree the proposed approach with the 
European Commission, and the procurement process is 
being expedited with the submission of a contract 
notice to the Official Journal of the European Union.   
While it will not be possible to assess the level of 
coverage that can be achieved until a contract has been 
awarded, our aim, consistent with our obligation to 
secure best value for money, is to ensure as “near 
100%” coverage as possible within the limits of 

 We successfully obtained rapid state aid approval from 
the European Commission for our broadband 
procurement in November 2004.  The open 
procurement was concluded and a contract signed in 
April 2005 with BT to enable 378 rural and remote 
exchanges for broadband access by the end of 2005.  
The project cost was c.£30M with £16.5M coming from 
the public sector including £5M ERDF.   
 
This was a very ambitious timescale for what is the 
largest project of its kind in the UK – it meant 
upgrading over a third of Scottish exchanges in a 
relatively short period.  However, in late December 
2005 we announced that we had delivered, on time, our 
stated target to provide broadband access to every 
Scottish community (as defined by census output area). 
 
In terms of coverage, we secured over 99% access for 
Scottish households.  (The procurement illustrated that 
attempting to deliver access for every household would 
have been extremely expensive and not been value for 
money.)  The coverage figure put Scotland on a par 
with the rest of the UK and well ahead of most of 
Europe and the rest of the world.  An excellent result 
given, in 2001, when we launched our broadband 
strategy we had 43% access while the UK had 63%. 
 
The Executive has been aware of the access problems 
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available technology that continue in some areas in Scotland due to the 
limitations of ADSL (largely distance from the 
exchange).  We therefore commissioned research on 
this complex issue in 2006 which examined its extent, 
nature and looked at possible solutions – see link 
http://www.scotland.gov.uk/Publications/2006/12/2013
0045/0  
 
The Executive took account of its findings and in late 
December 2006, became one of the few UK regions to 
announce it will take action to address this ‘out of 
reach’ issue.  We have allocated a substantial amount of 
funding for it - £5M in total which comprises: 
 

 £1.5M in ‘savings’ within our well-managed 
BT project (the first of the clusters to be 
assisted using this funding will be announced 
in March) 

 plus an additional £3.5M in funding (delivery 
options for this are currently being developed 
and more details will be announced shortly 
with implementation following in 2007/08. 

The Committee’s report recommends that the Executive 
“develop a revised strategy for the public sector use of 
broadband, and support for the development and 
aggregation of public sector content, as a matter of 
urgency”. 

The Executive remains committed to delivery of 
broadband services for the public sector in the 
Highlands and Islands and the South of Scotland and to 
completing successfully this major element of the 
Executive’s overall broadband strategy.  The 
information gleaned from the current procurement has 
confirmed that a significant element of re-focusing is 
required if value for money is to be maximised.  In 
addition to some technical service adjustments, it has 
been decided to remove all health sites (mainly low 
capacity connections for GPs, dentists and pharmacists) 
and to limit connectivity on the Western Isles to a 

 After extensive consultation with the local authority 
partners, it was decided that the best route forward was 
for local authority partners to take responsibility for 
delivery of the Pathfinder Projects. Therefore the 
original procurements were halted and formal handover 
to local authority partners was completed in December 
2004.  The original budget allocation of up to £90M 
was retained, of which up to £63M was allocated to 
Pathfinder North, covering the Highlands and Islands 
and up to £27M for Pathfinder South, covering the 
South of Scotland.  
 

http://www.scotland.gov.uk/Publications/2006/12/20130045/0
http://www.scotland.gov.uk/Publications/2006/12/20130045/0
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single point of presence.  Health Department can 
provide broadband connectivity at better value for 
money through their national contracts. Public sector 
sites on the Western Isles will receive broadband 
services through the Connected Communities project 
but will be connected to the Pathfinder network through 
an interconnect.  This means the primary focus of the 
Pathfinder projects is now on schools and key Council 
offices. 
 
Because of the extent and nature of these changes, the 
Executive is currently working with local authority 
partners to determine the remaining details of a new 
specification and to establish how best the new 
procurements can be taken forward.  The Executive 
will also work through with partners the State Aid 
implications of the European Commission’s decision on 
the Cumbria ACCESS project, in order to decide 
whether a formal notification is required.  The 
Executive is confident that the work done to date 
provides a strong foundation that will enable the new 
procurements to move forward to achieve their goals 
and that the investment made in buying a high capacity, 
future-proof, broadband service for the public sector 
will bring increased coverage in these rural areas. 
 
The Executive is pursuing its existing broadband 
strategy of which the Pathfinder projects are an 
important part.  It will continue to develop its approach 
to delivering the strategy in the light of experience 
gained and of further research into public sector supply 
and demand. 
 
In the conclusions to its Report the Committee 
suggested that the role of the Pathfinder projects was 
part of the effort to stimulate demand and to promote 

As a result of the combined efforts of the partners , and 
the Executive’s telecoms policy and State Aid Units, in 
liaising with the Commission, the projects received 
rapid approval, as compatible aid, in September 2005.  
The following month, the partners began 2 parallel 
open, supplier and technology neutral procurements.  
 
Pathfinder South completed its procurement in 
November 2006, awarding the contract for delivery to 
THUS. The project will deliver scaleable broadband 
services to over 400 sites in the South of Scotland, 
including every school, fundamentally improving 
connectivity for one of Scotland’s more rural areas. 
Everyone from schoolchildren, to council employees, to 
those visiting libraries will be able to enjoy the benefits 
and productivity gains from high capacity broadband. 
 
Pathfinder North have also undertaken a detailed tender 
process resulting in the appointment of their preferred 
bidder, also THUS PLC in June 2006. Negotiations are 
in their final phase for what is perhaps the more 
complex of the two procurements, given the geography 
and the number of sites - in excess of 800 - that this 
project aims to serve. However, the partners are 
confident that these negotiations will be completed very 
shortly at which time we will be in a position to clarify 
exactly what this has achieved. 
 
In both cases the partners aim to commence rollout 
around April 2007 with expected completion of 
services by end 2008. 
 
in addition to distributing finances, the Executive will 
be working with the councils to monitor 
implementation and formally evaluate impacts, i.e. to 
understand benefits of aggregation, which is a key 
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usage of broadband.  Pathfinder is not itself a demand 
stimulation or usage promotion initiative.  Take-up of 
Pathfinder services is assured, as the project seeks to 
purchase broadband services which meet the local 
public sector partners’ specified requirements and 
which partners are committed to taking up once 
available.   

strand of our broadband strategy.  We will also 
facilitate discussion on the use of these new broadband 
services to ensure the benefits of high capacity 
connectivity are fully exploited. 

The Committee’s report recommends  that the “main 
focus for future Executive-sponsored activity should 
now be on encouraging the take-up and usage of 
broadband” 

The Committee identified encouraging take-up and 
usage as critical to unlocking the full economic and 
social benefits of broadband. This is consistent with the 
Executive’s broadband strategy which includes a 
programme of activities targeted towards businesses 
and consumers. In 2004/05, this programme is 
delivering marketing through business and consumer 
media, local and mobile demonstration facilities, 
impartial advice and information from advisers and 
through the Broadband for Scotland website, and 
training courses tailored to different user needs.  
 
If broadband take-up is seen as part of the measure of a 
nation’s economic competitiveness, then it is important 
that momentum is maintained to increase business take-
up in Scotland.  As part of their business operations, the 
enterprise agencies are considering the potential to set 
ambitious, yet realistic, take-up targets.  The results of 
the annual Scottish E-Business Survey 2004, expected 
later this summer, will provide an accurate baseline 
figure from which to work. In order to understand 
better the barriers and drivers to broadband take-up in 
Scotland, a smaller quarterly survey of various 
broadband-related measures is currently being 
developed.  
 
As recommended in the Committee’s report, a new 
Broadband Business Incentive scheme is now available.  
The new scheme, worth up to £1 million, targets 

 Our enterprise agencies continued to raise awareness 
of broadband through generic marketing as well as by 
implementing the refocused business incentive scheme.   
 
In addition, local marketing was supported during the 
rollout of our project with BT to rural and remote areas 
– to make businesses and households aware broadband 
was coming to their exchange.   
 
Key results on take-up, helped by our work were: 
 
• A trebling of both consumer and business take-up 

in Scotland over 2002-2005  
• Scottish ADSL household take-up above 32%, 

ahead of a number of UK regions  
• Scottish business take-up (according to the Scottish 

e-business survey 2006 ) is in excess of 64%  
• Take-up on the Scottish remote and rural 

exchanges enabled under contract with BT being 
even higher than the average for other exchanges in 
Scotland, proving that our intervention has 
satisfied a genuine unmet demand. 

 
It is not now appropriate for the Executive to undertake 
any further marketing of broadband, given the public 
are now aware of the technology and its benefits.  The 
broadband retail market has also become increasingly 
competitive with many new operators offering services 



EC/S2/07/6/7 

support on businesses in areas that do not have access 
to affordable broadband services.   This follows on 
from the success of last year’s incentive scheme which 
helped over 3,000 Scottish businesses to get broadband.  
An evaluation of last year’s scheme showed that 
businesses valued this support and that there was a case 
for  a follow-up.  The new scheme takes account of 
falling prices for mass-market broadband solutions, the 
spread of coverage, and the success of marketing 
campaigns in raising awareness of the benefits of 
broadband.  Hence it will not be available for 
ADSL/cable modem services but only to reduce the 
cost of bespoke solutions in areas without such services 

such as Bulldog, Carphone Warehouse, Sky, Orange 
etc.  Broadband marketing spend by the industry has 
increased rapidly witnessed, for instance, by huge 
advertising spreads almost daily in newspapers.   

The Committee’s report recommends that the Executive 
“should provide a strong strategic lead, with 
responsibility for administering this being clearly 
identified and accountability for delivery lying with one 
department”. 

Within the Executive, broadband is seen principally 
within the wider context of economic development.  
Therefore it is the Enterprise, Transport and Lifelong 
Learning Department that takes the lead on the 
broadband strategy.   However, broadband policy is 
naturally cross-cutting and necessarily involves input 
from several Executive departments, as well the 
enterprise agencies. For example, the Pathfinder 
projects are primarily aimed at improving the delivery 
of public services and as such, are funded by the 
Finance and Central Services Department. It is wholly 
appropriate therefore for that department to retain 
management responsibility for these projects. Roles and 
responsibilities for the delivery of the Executive’s 
broadband strategy are well defined within the 
Executive and its partner agencies.  This applies at all 
levels from Ministerial portfolios to organisations 
responsible for the delivery of initiatives. 

After discussion between the various departments who 
have an interest in these projects, Ministers approved 
the transfer of responsibility for financing and 
monitoring the Pathfinder Projects to ETLLD in April 
2005.   

The Committee’s report recommends that the Executive 
“consider the full range of longer-term future 
telecommunications needs in order to ensure that 
current investment is as future-proof as possible”. 

The Executive agrees strongly with the Committee’s 
recommendation to future-proof its investments. We 
are already supporting projects that will provide 
broadband scaleable to future needs: 

The major conference took place in Aviemore in late 
2004. and the Pathfinder and Connected Communities 
projects mentioned are ongoing.  However, the 
Executive’s main focus on considering longer-term 
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• In our prospective investment through Pathfinders, 

great care has been taken to ensure that the solution 
adopted is future-proof where possible.   

• In the major broadband pilot in the Western Isles, 
Connected Communities, we are supporting the 
development of a wireless network designed to 
meet the current and future needs of the private and 
public sectors in these remote islands.   

• Through Scottish Enterprise, we will also shortly 
be commissioning research into next generation 
broadband. This will help us better understand how 
the higher bandwidth market is progressing and 
whether activity (and what kind) is required to 
facilitate its development. 

• Scottish Enterprise are also investigating the 
possibility of conducting next generation trials of 
broadband.  Pilots are being considered to test the 
feasibility of new higher-bandwidth technologies 
and/or models of ‘broaderband’ usage by 
communities. This work will help inform our 
strategy by providing evidence and suggestions on 
the way forward for supporting next generation 
broadband.  

• The Executive is also taking an active part in 
discussions at the UK level, with DTI and the other 
devolved administrations, on how best to 
encourage next generation broadband. 

 
Later this year we are sponsoring a major conference in 
Scotland aimed at stimulating constructive debate on 
our future strategy.  One of the key themes of the 
conference will be high-bandwidth requirements and 
usage. The target audience, which will be drawn from 
throughout the UK, will include public policy makers 

telecoms needs has been to do groundbreaking research 
on the issue and thereby fulfil its commitment to 
evidence-based policy making.   
 
In January 2007, we published our full next generation 
broadband on the following link 
http://www.scotland.gov.uk/Publications/2007/01/0915
3006/0  
 
Perhaps the most comprehensive research on the topic 
by a UK regional or devolved body, this report is now 
informing the future direction of our broadband policy.   
After a significant stakeholder consultation period as 
well as full economic modelling, it: 
 
• forecast the development of first, second and third 

generations of broadband in Scotland up until 2015  
• examined their relative economic impact  
• made policy recommendations for the Executive to 

consider. 
 
The first 'generation' of broadband was considered to 
start in the bandwidth range of 512kbps (10 times faster 
than dial-up) with subsequent generations of broadband 
also increasing in factors of 10 - so second generation 
broadband was 5meg+ and third generation, 50 meg+.  
 
Fundamentally, the report showed that broadband was 
potentially worth over £3.4 billion to the Scottish 
economy in GDP (at basic prices) by 2015 – in effect, 
justifying actions to extend rollout and uptake in 
Scotland. 
 

http://www.scotland.gov.uk/Publications/2007/01/09153006/0
http://www.scotland.gov.uk/Publications/2007/01/09153006/0
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as well as representatives from the supplier community 
and local communities.   The conference will provide a 
valuable and timely platform to showcase what has 
been achieved in taking Scotland from a previously 
lowly position at the start of our strategy -  20% behind 
the UK as a whole in coverage terms – to the fastest 
growing broadband market in the UK at the beginning 
of 2004, and now with one of the most ambitious 
coverage targets going forward 

The Committee’s report noted the role of Scottish 
Enterprise’s ATLAS project in future-proofing 
broadband needs on specific business parks 

The Scottish Enterprise ATLAS project has been 
designed to address the medium to long term needs of 
the Scottish business community. The project has 
undergone some delay whilst awaiting State Aids 
approval.  Whilst the telecoms market has developed 
during this time, fibre-based services are still not 
generally available to SMEs in the business parks 
reviewed under ATLAS. By installing fibre on these 
business parks, Project ATLAS aims to provide a fully 
future-proofed infrastructure with the capacity 
(+10Mbs) to serve all the communications needs of the 
local businesses (through their respective service 
providers).   
 
ATLAS has now been approved by the European 
Commission in a modified form as compatible state aid, 
and the project will proceed to provide passive 
broadband infrastructure to selected business parks. We 
therefore look forward to seeing ATLAS implemented 
quickly to improve access to next generation broadband 
on these business parks. Scottish Enterprise regard 
ATLAS as a platform for a world-class e-business 
environment, and a model for deployments of this kind 
in other regions. 

The contract for the design and build of the passive 
fibre network on 6 business parks across Scotland was 
awarded to Alfred McAlpine Business Information 
Systems Limited on 4th April 2005. 
 
The 6 business parks which will be served are: 
 

- Aberdeen Science and Technology Park,  
- Crichton Campus, Dumfries 
- Dundee Technology Park 
- Heriot Watt Research Park, Edinburgh 
- Strathclyde Business Park, Bellshill 
- West of Scotland Science Park. 

 
In all of the above cases the build is now fully complete 
and operations have commenced   
 
The second contract, to manage and maintain the 
network post completion of the installation of the fibre, 
was awarded to Atkins Limited on 12th April 2006.  
This aspect will involve a comprehensive set of 
measures to help ensure the utilisation of the network is 
maximised in an appropriate fashion. 

The Committee’s report agrees with the Executive that 
it is “vital to ensure that the regulator takes account of 

The Executive has argued successfully for key statutory 
Scottish representative mechanisms to be established 

 The Executive has continued to work very closely with 
OFCOM officials, building up good dialogue and 
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the particular market, barriers and characteristics of 
Scotland”, but is “concerned” by some witness 
accounts that this advocacy is still “underdeveloped”. 

within OFCOM.  This means that the Scottish voice 
will be heard on key developments and decisions for 
the regulator.  The significance of this achievement 
should not be underestimated on the telecoms side as 
we face the challenge of encouraging next generation 
services without creating a new digital divide.  
Formally, we have established the nature of our 
engagement with the new regulator, in terms of 
consultation arrangements and other processes.  
Informally, we have already developed close working 
relationships with OFCOM, both with its UK-wide 
office in London and with its Scottish base in Glasgow.  
By responding positively to key OFCOM consultations, 
such as the Strategic Telecoms Review 
[http://www.ofcom.org.uk/consultations/past/telecoms_
review1/responses/q_z/se.pdf] we will continue to 
ensure that the regulator is fully aware of the particular 
circumstances and issues in Scotland.    
 
As described above, the Executive is in regular 
dialogue with the UK Department of Trade and 
Industry on broadband issues. We are currently 
discussing ‘future bandwidth’ needs with them and 
contributing to their consultation on this issue. We have 
also been active participants in the UK Government’s 
key advisory group on broadband – the Broadband 
Stakeholder Group – and liaise with other RDA’s and 
devolved administrations on broadband developments 
to ensure information-sharing and best practice. 

working relationships.  We have also responded to 
many of its key consultations. 
 
In addition, our research on broadband reach and 
moreover next generation broadband have shown our 
commitment to proactively add Scottish input to the 
UK discussion about telecoms issues. 
 
We have also pushed for the development of networks 
and channels to share information on key issues – for 
example, we worked with OFCOM to help set up a 
Next Generation Broadband Access Panel which meets 
regularly (and includes members from the UK 
Government, devolved administrations and OFCOM) to 
discuss next generation broadband developments. 

The Committee’s report notes the Executive’s 
commitment to identify and measure the economic 
impact of broadband and recommends a “robust set of 
monitoring tools to evaluate the impact of broadband in 
terms of economic indicators and social inclusion”. 

Broadband and ICT in general are enabling 
technologies.  Case studies indicate that they clearly 
have an impact on the performance of firms that use 
new technology appropriately and in conjunction with 
innovations to management methods, processes and 
products. The exact measurement of the contribution of 
broadband to this process is a challenge for economists 

The Executive has taken considerable action to 
ascertain the economic and social impact of broadband. 
 
Our next generation broadband report is one of the first 
substantive attempts to establish the economic impact 
of broadband – and across various generations of the 
technology.  The report shows the particularly high 
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worldwide and there are few, if any, widely accepted 
monitoring tools.   At present, the Executive monitors 
and evaluates evidence on the impact of broadband as 
and when it is published.  We are also committed to 
undertaking a programme of research that will consider 
the social and economic impact of broadband and the 
effectiveness of various Executive initiatives in 
providing infrastructure and promoting uptake.  This 
will include the current major broadband supply-side 
and demand-side programmes in implementation 

economic returns from the first generation of the 
technology (the level at which we have intervened and 
invested).  Indeed, a significant return on our (demand 
and supply side) £24M broadband investment is shown 
e.g. the economic impact of our work is estimated to  
peak in the year 2008, with the annual market sector 
GDP (at basic prices) being approximately £150 
million higher in that year than it would have been in 
the absence of intervention 
 
In addition, Scottish Enterprise is currently undertaking 
an evaluation of the broadband access programme 
which comprised several activities primarily demand-
stimulation.  Finally, the Executive is commissioning 
an evaluation of its supply side intervention which will 
include both economic and social indicators. 
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6th Report 2004: Renewable Energy in Scotland 
 

Main 
conclusions/recommendations 

Extract from the Executive response at 
the time of the report 

Update (to be completed by the Executive) 

21. The Executive's current 
renewables policy is unintentionally 
working against the development of 
renewable energy sources other than 
onshore wind. 
 
22. This over-reliance on one source 
of renewable energy is not good energy 
policy. 
 
27. The Executive's 40% renewables 
target for 2020 must not be met entirely 
from large onshore wind farms - at the 
moment we are unable to say with 
certainty that this will not be the case. 
 
37. As things stand, if the 
Executive's 40% renewables target for 
2020 is to be met, it will be almost 
entirely through onshore wind power. 
This is neither sustainable nor sensible. 
 
53. The energy policy should seek to 
shift the focus from large onshore wind 
farms to other forms of renewable power. 

The Executive has several times, not least in its 
submission to the Committee, underlined its 
determination to develop a wide and diverse 
spread of renewable energy sources.  This pledge 
was first issued in the Executive’s renewable 
energy strategy published in May 2003, whose 
key conclusion was that actions should be taken to 
ensure that the 2020 target was met through the 
deployment of a range of renewables 
technologies.  This principle sits at the heart of the 
Executive’s policies on the development of 
renewable energy.  Moreover, while the focus is 
on encouraging the development of technologies 
other than on-shore wind in order that they can 
make a major contribution to the 2020 target, the 
Executive believes that the policies that it is 
pursuing could lead to these technologies making 
some contribution also to the 2010 target. 
 
On 2 August, the Forum for Renewable Energy 
Development in Scotland (FREDS) published its 
conclusions relating to marine energy – 
“Harnessing Scotland’s Marine Energy Potential”. 
FREDS believes that if government, industry and 
academia can together create the policy, financial 
and planning framework, then by 2020, 10% of 
Scotland’s electricity production can come from 
marine resources.  The Executive accepts that 
view and will work with industry and academia to 
advance the agenda suggested by FREDS.  The 
Report’s publication was met with the 

The Executive remains supportive of all renewable technologies, including 
onshore wind, recognising its importance both in achieving the 2010 and 
2020 targets and establishing Scotland as a beacon for sustainable energy 
production.  In addition, the Executive’s new renewables planning 
guidance is being designed to encourage increased local content in future 
onshore wind development. 
 
The aim of increased diversity is now embodied in a Clean Energy 
Strategy, announced in May 2006.  This approach builds on the success to 
date in increasing renewables capacity and activity, but focuses on 
maximising the full range of Scotland’s renewables resource.  This 
includes direct measures to those technologies yet to gain a significant 
commercial foothold in Scotland. 
 
£20 million has been committed for this purpose, including £8 million to 
support wave and tidal generation, £7.5 million on biomass, £1.5 million 
on hydrogen and fuel cells and an additional £3 million on small-scale 
renewables. 
 
The Executive remains committed to establishing Scotland as a world 
leader in wave and tidal energy and is making the support available which 
will enable these embryonic technologies to develop and flourish in 
Scotland.  The Executive’s £8 million Wave and Tidal Energy Support 
scheme was launched late last year; the scheme will provide capital grants 
and revenue support for the development of several full scale prototypes at 
EMEC.  An announcement on successful bidders is due to be made before 
the end of February.  Tidal testing facilities are now in place at EMEC, 
thanks to the release of additional funding this year from the Executive and 
its public sector partners; the first tidal device has been installed and is due 
to begin testing in the spring when full grid connection is in place. 
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announcement by the Department for Trade and 
Industry (DTI) of a new UK-wide £50 million 
Marine Renewables Deployment Fund, which has 
been welcomed as a massive boost by the sector.  
The Executive responded by outlining its own 
plans to alleviate the costs of grid connection for 
early marine energy projects in Scotland.   
 
The Executive has of course already taken action 
to enable developers to accelerate the commercial 
deployment of marine energy devices in Scotland.  
It is the major funding partner in the European 
Marine Energy Centre in Orkney (EMEC).  The 
wave test facility at the Centre, which provides 
testing and accreditation facilities, was officially 
opened on 10 August, and the first device is on 
station.  The Executive also announced on 10 
August that, subject to the necessary planning 
permissions being obtained and financial support 
arrangements being agreed, EMEC would be 
expanded to provide a tidal test facility.  The 
Executive fully believes that the facilities and 
authority afforded by this Centre, allied with the 
new funding, will draw developers to Scotland 
and place this country at the forefront of marine 
technology development. 
 
The Executive also believes that there is scope for 
the development of offshore wind around 
Scotland, and has already granted consent to such 
a project in the Solway Firth.  The Executive has 
also funded studies aimed at assessing the 
possibility of establishing a very large windfarm 
(up to 1 GigaWatt in size) in the waters of the 
Moray Firth.  Such a scheme, if feasible, would 
make an enormous contribution towards the 

An Order was laid before Parliament in February this year introducing 
changes to the Renewables Obligation (Scotland) which will provide 
greater and long-term support for wave and tidal generation located in 
Scottish waters.  These changes, due to take effect from April subject to the 
Parliament’s approval, will attract and reward wave and tidal generation 
and potentially enable growth to a commercial scale in Scotland. 
 
An Executive funded Strategic Environmental Assessment (SEA) of the 
coasts around Scotland, to help steer wave and tidal developers to the most 
appropriate locations, is nearing completion.  The draft report is due to be 
available for consultation before the end of March. 
 
The Executive is aware of an increasing number developers both 
developing and actively considering potential sites for offshore wind farms 
at different locations around Scotland’s coastline.  This includes the 
demonstrator project being undertaken by Talisman Energy (UK) Ltd in 
partnership with SSE Generation Ltd in the Beatrice oilfield in the Moray 
Firth, to which the Executive has committed £3 million in grant support.  
The project partners believe that if the demonstrator project is successful, it 
could lead to the eventual installation of a 1000 MW offshore wind farm, 
making an enormous contribution towards meeting the Executive’s target 
for renewable electricity, with potential benefits for industries associated 
with the manufacturing and installation.  The partners, in collaboration 
with Strathclyde University, are looking at the challenges and opportunities 
of mass fabrication. 
 
The Executive has responded to the increasing interest in this sector by 
committing to conduct a Strategic Environmental Assessment for offshore 
wind.  This will be instrumental in raising the potential issues for offshore 
wind developments, ultimately helping guide developers to the more 
suitable sites for offshore wind development. 
 
The Executive launched its £7.5 million Biomass Support Scheme in 
December 2006.  This will provide capital grant support for boiler 
installation and development of the supply chain, with an emphasis on 
medium scale heat-only and combined heat and power projects.  Over 120 
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meeting of the Executive’s targets, and have 
positive benefits in terms of manufacturing and 
installing the required equipment. 
 
The Executive shares the Committee’s view that 
Scotland is well resourced with the raw materials 
for the exploitation of energy production from 
biomass, and has asked FREDS to consider the 
actions that are required to promote and accelerate 
the use of this technology.  The Executive expects 
that the conclusions will be available in the late 
autumn.  The Executive is also taking action, 
again through FREDS and as recommended by 
the Committee, to ascertain the action that 
requires to be taken to commercialise hydrogen 
fuel cell technology.  The Executive expects this 
advice to be available in spring 2005. 
 
The Executive will consider, with Highlands and 
Islands Enterprise and other partners, how best to 
encourage the development of community based 
wind farms.  It is also considering how best to 
continue supporting the development of very 
small scale renewables, which are currently 
supported by the Scottish Community and 
Householder Renewables Initiative.  The SCHRI, 
providing funding worth £5 million over its 
current three year cycle, has so far funded over 
150 new renewables projects, covering such 
technologies as solar heating and photovoltaics, 
micro wind turbines, geothermal heat pumps and 
wood fuelled biomass.  The Executive expects to 
be able to make a further announcement about the 
SCHRI during the autumn. 

grant applications have been received and are currently being assessed. 
 
The Executive is currently finalising its Biomass Action Plan which will 
set out a co-ordinated programme for the development of the biomass 
sector in Scotland.  It will summarise the various existing activities, and 
provides a framework under which they will be co-ordinated and 
supplemented by further actions. 
 
FREDS published its Hydrogen and Fuel Cell report in August 2006.  In 
response to a key recommendation of the report, the Executive launched a 
£1.5 million Renewable Hydrogen & Fuel Cells Support Scheme late in 
2006.  The scheme closed for applications in January and an independent 
assessment of those applications is underway.  We have also provided 
support to the PURE Project in Unst and an exploratory ‘fuel cells in 
agriculture’ project. 
 
The Executive has committed around £16 million to SCHRI, up to March 
2008. The scheme has been extremely successful in achieving its primary 
objective of transforming the market for small scale renewables.  Over 
1400 grants for householder installations and over 200 grants for 
community capital projects have been approved under the initiative.   
 
As outlined in the 2006 Climate Change Programme, the Executive is 
committed to developing a Renewable Heat Strategy for Scotland by the 
end of 2007 and has stated that, if appropriate, this will include a target for 
renewable heat.  A FREDS Renewable Heat sub group has been 
established to inform development of the strategy.  The group has now met 
twice, and will establish the baseline and examine the potential 
technologies and barriers to development, support mechanisms and targets. 

31. All those affected – developers, 
local authorities, objectors – believe that 

The National Planning Policy Guideline for 
Renewable Energy Developments (NPPG 6) was 

These issues are currently being addressed through the review of planning 
guidance for renewable energy.  Draft SPP 6 was issued for public 
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there are major weaknesses in the current 
planning system and a lack of clear 
guidance from the Executive. 
 
33. The Executive must take an 
active lead and develop a national 
strategic framework for wind farm 
applications, and engage with local 
authorities on how to deliver this within 
their areas. This could include arriving at 
agreements with local authorities as to 
their contribution to meeting the energy 
targets, and extending guidance. 

last revised in 2000 and a Planning Advice Note 
for Renewable Energy Technologies (PAN 45) 
was revised in 2002.  The Executive strongly 
believes that this guidance continues to provide a 
fair and robust method of assessing renewables 
projects, striking a fair balance between 
development and conservation needs, although in 
an area where technological development is fast 
moving, the guidance requires to be kept under 
review.  However, it is also important that 
developers are provided with a degree of certainty 
about the planning requirements that will be 
applied and that the guidance is not altered 
without good reason.  The Review of Strategic 
Planning – Conclusions and Next Steps published 
in 2002 announced a programme of review of all 
national planning policies including the review of 
NPPG 6 programmed for 2006.  The Executive 
will commission research to inform the proposed 
review and update of national planning policy on 
renewable energy developments before the end of 
the year.  Consultation on draft revised guidance 
will take place later in 2005 and updated Scottish 
Planning Policy on Renewable Energy 
Development will be published in 2006.  
 
This review will also enable the Executive to 
consider closely the points made in relation to 
NPPG 6 during the inquiry.  The Executive 
believes that NPPG 6 already ensures appropriate 
levels of protection are given to designated 
landscapes and local communities and that only 
acceptable proposals should proceed.  Indeed, the 
public interest in specific wind farm projects 
means that all applications are subject to rigorous 
scrutiny.  This does, of course, raise resource 

consultation in July 2005.  The draft set out proposed revised policies 
which are intended to give a greater steer from the Executive on the issues 
that local authorities should take into account when steering renewable 
developments to appropriate locations.  The draft also proposed that an 
area’s contribution to national targets should be quantified.  Responses to 
the consultation exercise are currently being considered and the intention is 
to have finalised guidance in place in March. 
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issues for local authorities and the Executive is 
also looking at how this should be resolved. 
 
The Executive has considered the Committee’s 
view that it must take an active lead and develop a 
national strategic framework for wind farm 
applications, engaging local authorities in the 
process.  The Executive’s policy is based on the 
principle that renewable energy developments 
should be accommodated throughout Scotland 
where the technology can operate efficiently and 
where environmental impacts can be addressed 
satisfactorily.  The Executive believes that 
decisions about the exact location of wind farms 
are best decided locally within that structure.    To 
do otherwise – for example, for central 
government to set local targets – would be to 
close down areas of the country where wind 
developments could be accommodated 
satisfactorily.  Examples exist, for instance at 
Hadyard Hill, of developments granted consent 
which would have not have advanced from the 
drawing board under a system of locational 
guidance.  The Executive does not propose, 
therefore, either to set local targets for wind-farm 
developments or to identify preferred areas for 
such developments.  Local development plans 
have an important role to play in guiding 
developers to locations where renewable energy 
developments are likely to be permitted after 
taking account of environmental and amenity 
considerations. However, this should not be seen 
to rule out other sites where proposals can be 
accommodated in a satisfactory manner.  It 
follows that local councils are best placed to judge 
when cumulative impacts of wind farm 
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developments would be unacceptable.  This too is 
an area where local circumstances would 
determine the outcome of an application. 

40. The Executive should therefore 
accept the reality of the situation and 
create a comprehensive Scottish energy 
policy, which would take account of the 
UK context and the areas in which it 
operates in co-operation with 
Westminster. 

The Executive agrees about the importance of a 
coherent and well-understood policy in respect of 
those aspects of energy that are devolved to 
Scottish Ministers: the promotion of renewables, 
energy efficiency, and measures to relieve fuel 
poverty.  The Executive believes that such a 
policy is already in place, as discussed below, 
with particular reference to the points made by the 
Committee. 
 
The Executive also agrees about the importance of 
co-operation with Westminster.  All areas of 
energy policy other than those outlined in 
paragraph 15 are reserved.  This means, for 
example, that Scottish Ministers do not have 
powers to make decisions about the provision of 
non-renewables generation.  Equally, our policy 
in devolved areas of energy can only benefit from 
close cooperation with UK Government 
colleagues, and from continuing coherence 
between their energy policy objectives and our 
own. 
 
The Executive’s response to the 2003 Energy 
White Paper, Our Energy Future – creating a low 
carbon economy – made clear our agreement that 
UK energy policy should be delivered through a 
market framework, and supported the choice of 
key drivers which should underpin current and 
future energy policy: 
 
• to reduce carbon emissions; 

The UK Energy Review was set up by the Prime Minister last year to 
assess progress against the goals set by the 2003 UK Energy White Paper.  
The Executive is committed to working with the UK Government, 
regulators, energy companies, and other stakeholders to achieve a balanced 
energy policy which ensures security and diversity of energy supplies; 
delivers affordable energy for households and businesses; and reduces 
carbon emissions.   
 
The Executive responded to the DTI consultation on the UK Energy 
Review: 
 
http://www.scotland.gov.uk/Publications/2006/06/13161455/0. 
 
In its response the Executive emphasised the following issues for UK 
energy policy: 
 
• Increasing the proportion of renewable and low carbon energy within 

our overall energy mix  - across all sectors including transport; 
• Developing and sustaining Scotland’s energy industries, establishing 

Scotland as a leading location for the development of renewable 
energy technology; 

• Promoting greater energy efficiency; 
• Ensuring security and diversity of energy supplies; 
• Ensuring the rising costs of energy do not exacerbate fuel poverty or 

unfairly constrain Scotland’s economic growth; 
• Striking the right balance in developing Scotland’s energy resources 

and infrastructure whilst protecting Scotland’s natural environment. 
 
The Executive believes that an effective energy policy must balance all 
theses issues and continues to work with the UK Government to consider 
how the Review’s proposals in these areas should be taken forward in 

http://www.scotland.gov.uk/Publications/2006/06/13161455/0
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• to maintain secure and reliable energy 
supplies; 

• to promote competitive markets; and 
• to ensure that every home is adequately and 

affordably heated. 
 
These broad objectives, fully endorsed by the 
Executive, are supported by regulation, fiscal 
regimes and, where necessary, financial support.  
But it is for the private sector to develop the 
systems and the infrastructure that are necessary 
to deliver these objectives in the most economic, 
efficient and effective way, and to bring forward 
proposals about the exact provision and location 
of energy infrastructure. 
 
The Executive’s policy on the promotion of 
renewables is compatible with that of the UK 
Government.  The Executive has set national – 
and minimum – targets for renewable generation.  
While it believes that these targets should be met 
by a mix of renewables technologies, it has not set 
targets for individual technologies.  This is 
because the renewables landscape is constantly 
changing, with new technologies – such as wave 
and tidal stream – being developed and the 
existing technologies such as on and off shore 
wind evolving further.  FREDS was set up to 
assist the Executive in developing these policies, 
and to ensure that all technologies receive the 
support necessary to develop. 

Scotland in order to deliver an affordable, secure, low carbon future – in a 
way that is consistent with, and complements, wider Executive policies.  
The Review recognises that certain issues are devolved and that it is for the 
Executive to decide how they would be taken forward in Scotland.  The 
Executive is considering whether and how it would be appropriate to take 
these recommendations forward in a Scottish context. 
 
The priorities identified in the European Commission’s Strategic Energy 
Review are closely aligned with the Executive’s and UK Government’s 
policies for tackling climate change, developing renewable energy, 
improving energy efficiency, prioritising energy research and development, 
improving security of energy supplies, and ensuring equitable energy 
prices through fair competition in energy markets.  The Executive is 
working with the European Commission and UK Government on 
implementation of the Review’s priorities.  
 

15. The Renewables Obligation 
(Scotland) scheme has been successful, 
but in a single direction - that of 
promoting onshore wind power. It has led 

The Executive agrees that the Renewables 
Obligation (Scotland) – the  ROS – has been 
successful in bringing forward new renewables 
developments.  Moreover, it should be pointed out 

 The Renewables Obligation (Scotland), the ROS, remains the key measure 
driving increases in new renewable capacity in Scotland.  The ROS was 
amended in 2005 and 2006, following consultation with the sector, and a 
number of changes introduced to its operation (chief amongst these being 
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to the invigoration of the market for wind 
power by energy companies, but without 
developing other sectors. Whilst this may 
be welcome in terms of meeting targets, it 
has raised concerns over the merits of 
wind power and has not stimulated other 
renewables generating technologies to a 
significant degree. By focussing power 
companies' attention on wind, it may even 
have hindered the commercialisation of 
other renewable technologies. 
 
44. The ROS needs to be refined into 
a more sophisticated policy tool that 
allows other types of renewable energy to 
be incentivised, not just onshore wind. 

that the ROS has resulted not simply in new 
onshore wind capacity, but also new hydro and 
co-fired biomass output.  However, the 
Committee seeks its amendment in a way that will 
see it provide more of a boost to other renewables 
technologies. 
 
The Executive is committed to keeping the ROS 
under review, in close consultation with the UK 
Government, the industry, the finance sector, and 
the regulatory authorities, as the Committee has 
recommended.  As the Committee is aware, a 
number of technical amendments were made with 
effect from 1 April 2004, chief amongst them a 
change to the rules governing co-firing in order to 
encourage the use of biomass and energy crops as 
a renewable resource.  The Executive will shortly 
be consulting about further changes to take effect 
from 1 April 2005.  These will include: 
 
• measures to secure the buy-out fund; 
• measures to allow UK trading in Renewables 

Obligation Certificates; and 
• proposals to extend the level of the 

Obligation out to 2015-16.   
 
The Executive is also consulting on the terms of 
reference  for a fundamental review of the 
workings of the Obligation that will take place in 
2005-06, again in close consultation with the UK 
Government and interested parties. 
 
The Executive believes that it is important to 
maintain confidence in the Obligation framework 
that has been established and which is proving so 

the extension of Obligation levels to 2015/16 and the linking of the 
separate Obligations to extend across the UK).   
 
However, and building on a commitment offered during the fundamental 
review of the ROS which took place in 2005, the Executive consulted 
during 2006 on the creation of a Marine Supply Obligation (MSO) under 
the ROS.  The MSO will involve suppliers, as part of their Obligation to 
produce electricity from renewable sources, producing a minimum 
specified amount of that power from wave or tidal generation located in 
Scottish waters.  The buy-out price which suppliers would pay in respect of 
any shortfall against their MSO would be at a considerably higher than the 
“standard” buy-out price, to reflect the higher costs of generating power 
from wave or tidal devices.   
 
Following the statutory consultation which closed at the end of 2006, an 
Order introducing the MSO as part of the ROS has now been laid before 
the Scottish Parliament.  The Executive believes that this measure will 
provide the platform upon which Scotland can build a world leading 
marine renewables industry.   
 
Echoes of the Executive’s approach can be found in the UK Government’s 
recent proposals around “banding” the Renewables Obligation.  The 
Executive remains in close contact with its UK colleagues regarding these 
proposals, and will ensure that they are fully complementary with the 
Executive’s MSO and wider support for renewables.      
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successful, as the Committee has pointed out, in 
bringing forward new renewables developments.  
The market created by the Obligations is 
extremely sensitive to uncertainty, as previous 
events (the collapse of the supplier TXU, for 
example) have proved; continued investment in 
renewables requires that any amendments 
proposed and carried forward work with the grain 
of the market.  In its announcement about the 
terms of reference for the 2005-06 Review, the 
Executive has said that it does not intend to alter 
the basic operating principles of the ROS, and that 
it will remain in place until 2027.   The 
consultation document also highlights the 
Executive’s desire to work with all interested 
parties in considering amendments where there is 
a strong case for intervention, while taking care 
not to discourage investment in either the existing 
or the newer technologies.  In considering the 
amendments that should be made to the ROS, the 
Executive will take into account the views 
expressed by the Committee 

63. Energy conservation must be a 
key part of a Scottish energy policy, and 
the policy should include targets for 
conservation. 

The Executive fully endorses the Committee’s 
view that an effective energy policy should 
include measures to reduce energy demand 
through energy efficiency measures.  While UK 
energy efficiency policy is reserved, the 
promotion and marketing of energy efficiency is 
fully devolved to the Executive.  The Executive 
devotes significant resource to this objective – 
with £10 million a year allocated to funding major 
UK energy efficiency programmes run by the 
Carbon Trust and the Energy Saving Trust. 
 
Energy efficiency measures sit within a complex 
policy environment, and support several different 

Currently developing the first energy efficiency and microgeneration 
strategy for Scotland, due to be published soon.  This strategy will take 
stock of where we are and outline where we want to be, and what we need 
to do to get there.  It will outline a range of measures aimed at offering 
better advice and support to domestic, business and public sectors.  The 
measures set out in the strategy will help deliver our contribution to the 
overarching Scottish Climate Change Programme target for carbon 
savings. 
 
The Executive continues to provide £10 million a year to fund major UK 
energy efficiency programmes in Scotland run by the Carbon Trust and 
Energy Saving Trust.  
 
Following an internal Executive review of Energy Policy in 2005, a 
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policy objectives including: 
 
• Improved profitability and competitiveness 

for Scottish businesses - improved resource 
efficiency leading to reduced energy bills and 
reduced overheads;  

• Better efficiency in the provision of public 
services through reduced energy use; 

• Reducing greenhouse gas emissions which 
contribute to climate change; 

• Moving towards a sustainable, lower-carbon 
economy; 

• Reducing domestic energy bills and making 
homes more comfortable; 

• Reducing the number of households living in 
fuel poverty; 

• Reducing pollution from transport and other 
sources. 

 
The Executive promotes energy efficiency across 
the business, domestic, public, and transport 
sectors.  In the business sector, through the 
Scottish Energy Efficiency Office (SEEO), the 
Executive funds the Carbon Trust’s Action 
Energy programme – which runs major 
advertising campaigns to promote energy 
efficiency to business and offers free energy 
audits to individual companies.  In addition the 
SEEO supplements this direct funding of UK 
programmes by using its resources to support a 
local marketing force across Scotland and its own 
team of energy advisors, who conduct site audits 
for SMEs. 
 
A toolkit has also been jointly developed with 

decision was taken to dispand the Scottish Energy Efficiency Office (with 
the Executive staff focussing on energy efficiency policy rather than 
delivery). The delivery aspects of the unit are now provided through a 
dedicated SME Business Adviser Network.   
 
In 2005-06, advice and support was provided through the entire range of 
programmes to: 
 
• 80,000 householders in Scotland producing lifetime carbon savings of 

524,000 tonnes of and financial savings of £24 million.  
• Over 350 SMEs providing nearly 6000 tonnes of lifetime carbon 

savings and financial savings of over £2.5 million. 
• Over 500 business and public sector organisations through on-site 

energy audits and carbon management programmes for large energy 
users. These identified total lifetime carbon savings of 330,000 tonnes, 
which represents a financial saving of around £38m.  

 
Taken together, these programmes are predicted to produce lifetime 
savings of over 500,000 tC by 2010.  
 
The EU Emissions Trading Scheme sets a cap on carbon emissions for 
the largest energy users.  Companies must meet their installation-level caps 
or buy allowances from the market.  Those who do better than their cap 
can sell their allowances.  The first trading period runs to 31 December 
2007 and Phase 2 will cover the Kyoto commitment period from 2008 to 
2012. 
 
The European Commission is proposing to strengthen the Emission 
Trading Scheme post-2012 so that it provides a stable and transparent 
investment framework for business and greater clarity for investors.  Work 
on reviewing the Scheme is underway and the UK Government, with 
support of Scottish Ministers, are developing and feeding in their views.   
 
Following the Energy Review, the UK Government, with support of 
Scottish Ministers, is also considering proposals to achieve reductions in 
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business organisations such as the Federation of 
Small Business in Scotland.  This toolkit assists 
small businesses to adopt good resource 
efficiency.  The SEEO works in partnership with 
other key energy, environment and business 
networks and trade associations to provide 
practical support and advice to their members.  In 
2003/04, the SEEO and the Carbon Trust carried 
out over 600 energy audits in Scotland.  These 
audits identified potential savings to Scottish 
business of around £15m and carbon savings of 
228,000 tonnes – enough to power 35,000 homes 
for a year.   
 
In addition, the EU Emissions Trading Scheme 
will start on 1 January 2005.  The scheme will cap 
carbon dioxide (CO2) emissions from heavy 
energy users in business and the public sector and 
is expected to reduce UK CO2 emissions by 
around 5.5 million tonnes. 
 
The Executive has supported domestic energy 
efficiency and conservation through insulation 
and central heating measures via the Warm Deal 
and Central Heating Programme.  The Warm Deal 
has insulated over 197,000 houses since 1999 and 
the Central Heating Programme has provided 
insulation and central heating to 39,000 houses 
since 2001.  These measures help retain heat in 
the home and reduce carbon emissions.  We are 
committed by 2006 to reduce the number of 
houses with poor energy efficiency by 20%.  
Further, we support a post within the Energy 
Saving Trust (EST) to promote the Community 
Energy Programme (CEP).  The CEP provides 
grants from a £50 million fund to encourage 

carbon emissions from large, non-energy intensive users of energy in the 
business sector, i.e., those not covered by the EU ETS.   A public 
consultation on this finished on 31 Jan. '07.  Under consideration is a 
mandatory auction-based emissions trading scheme, called the Energy 
Performance Commitment, and other options from which it is planned to 
reduce CO2 emissions by 1.2 MtC per annum by 2020.  If the EPC 
emerges as the favoured option, it would involve some 5,000 organisations 
UK wide, including supermarkets, hotel chains, rail operators, large 
offices, universities, central government departments and large local 
authorities. 
 
 We have continued our support for the Fuel Poverty Programmes.  The 
number of fuel poor households fell by more than half between 1996 and 
2002. In 2003 -04 the percentage of fuel poor households is estimated to 
have risen slightly from 13% to 14.5%.  This figure should be treated as an 
indicator only as it is based on a smaller sample than the 2002 figures. 
Figures of equal robustness to the 2002 data should be available in 2007. 
 
While fuel poverty programmes and rises in income levels have been 
reducing the number of households in fuel poverty, rising fuel prices are 
tending to push that number up again. 
 
We are improving the energy efficiency of the homes of those most 
vulnerable to fuel poverty through our Central Heating Programme and the 
Warm Deal.  Both these programmes, which were due to end in March 
2006, will continue till at least March 2008.  All those previously eligible 
for the programmes remain so.  From January 2007 eligibility for the 
Central Heating Programme has been extended to provide up-grades or 
replacements to partial or inefficient systems for those eligible for the 
guarantee element of Pension Credit and eligibility for the Warm Deal has 
been extended to include families with disabled children.  All pensioners 
applying to the Programmes are eligible for a benefits health check from 
the Pension Service.  We are funding a renewables heating pilot to assess 
the impact of renewable technologies on fuel poverty and the potential 
costs and benefits of including these technologies in fuel poverty 
programmes. 
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community heating (often known as district 
heating).  Community heating uses one central 
source of heat to supply to multiple buildings, be 
they homes, schools, hospitals or offices. So far 
Scottish schemes have received £10.8 million out 
of a total of £28 million representing 38.6%. of 
funding overall. 
 
In the transport sector, the Executive funds 
programmes to incentivise the development and 
demonstration of, and increase awareness and 
take-up of, clean low-carbon vehicles for which 
the market is not yet fully developed. In addition, 
other fiscal measures (such as fuel tax, road tax, 
and company car tax) have a significant impact on 
encouraging greater energy efficiency in vehicle 
use.  The 3 main transport programmes supported 
by the Executive are Clean-Up, PowerShift and 
Autogas+. In the current financial year, the 
Executive funding is £1.7m for Clean-Up, £0.38m 
for PowerShift and 0.62m for Autogas+.  
 
The Clean-Up programme, launched in November 
2002,  is managed by the Energy Saving Trust 
(EST), and provides grants towards the cost of 
fitting vehicles, such as lorries and buses, with 
emission reduction equipment.  It  aims to 
improve air quality in urban areas by reducing 
emissions of key pollutants such as particulates 
and nitrogen oxide. The programme has supported 
over 440 vehicles in Scotland since its inception.  
 
PowerShift is a UK market transformation 
programme, funded in Scotland by the Scottish 
Executive and run by the EST.  It aims to develop 
a sustainable market for alternatively fuelled 

  
Research on the first year of the Central Heating Programme showed that 
of the people who took part in the Programme and were fuel poor, nearly 9 
out of 10 were lifted out of fuel poverty after participating in the 
Programme.  So far the SE has devoted nearly  £300 million to the Warm 
Deal and Central Heating Programme, putting in over 77,000 central 
heating systems and insulating over 231,000 homes – about 13% of all of 
Scotland’s housing stock  
 
The Community Energy Programme has now ended, however through the 
work of the dedicated post in EST, we managed to attract around 19% of 
the total UK funding for projects in Scotland. 
 
Following a decision by the Department of Transport, the Clean Up and 
Powershift programmes ended in 2005.  At that time, the decision was 
made to end the Autogas Plus programme, as it was deemed to have met its 
objectived in developing a market for LPG. 
 
The Executive published its vision for transport in Scotland in the National 
Transport Strategy during November 2006. This strategy is a single, 
comprehensive national statement of the long term objectives, priorities 
and plans to take forward Scotland’s transport services to support Scotland 
over the next twenty years.  As part of the strategic outcome to reduce 
emissions, the National Transport Strategy sets out the policies which will 
make carbon savings as a contribution towards the Scottish Share as 
already set out in the Scottish Climate Change Programme, including, for 
example, maintaining our existing commitment to policies such as the 
Renewable Fuels Transport Obligation. In addition to this the National 
Transport Strategy also considers a number of new complementary 
measures and enhancement of existing measures to generate further carbon 
savings, such as enhanced sustainable freight distribution strategies, better 
land use planning, travel planning and promotion of more sustainable 
transport options. It also sets out the Executive’s proposed approach for 
presenting a “carbon balance sheet” for transport when we monitor and 
review progress being made. This will present the impact of all Scottish 
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vehicles.  It provides information, part funds clean 
fuel vehicles, and aims to expand the 
infrastructure for such vehicles. The programme 
offers grants to assist with the purchase and 
conversion of vehicles to run on a range of 
alternative fuels such as compressed natural gas 
and liquid petroleum gas (LPG).  It also assists 
with the purchase of electric vehicles. PowerShift 
in Scotland supported 350 vehicle conversions in 
the last financial year. 
 
The Scottish Executive, through its Scottish 
Energy Efficiency Office, launched the autogas + 
programme in July 2002.  The programme, 
created to take account of particular Scottish 
circumstances such as slower LPG take up and 
rural accessibility, complements the PowerShift 
programme rather than replaces it.   
 
Autogas+ primarily intends to increase uptake of 
LPG by increasing accessibility to grants for 
motorists to convert their cars and light 
commercial vehicles. In addition, the programme 
sets higher conversion standards than those 
required under the UK programme, and supports 
the development of a wider network of qualified 
and approved installers and more re-fuelling 
points to enable easier access to LPG.  Autogas+ 
converted 259 vehicles in Scotland in the last 
financial year. 
 
The Executive is also committed to improving 
energy efficiency in the public sector.       Earlier 
this year the Executive announced the launch of 
the Public Sector Energy Efficiency Initiative.  
Under this initiative £20m in new funding is being 

transport policies and projects that are expected to have a significant 
impact on carbon, whether positive or negative. 
 
In addition to this work, the Executive funds a range of advice programmes 
through the EST to deliver greater energy efficiency in transport use for 
business, public sector and individuals.  These include, Green Fleet 
Reviews, Travel Planning and Consumer Advice. 
 
The Central Energy Efficiency Fund has been up and running since 2004.  
The Executive recently carried out an interim independent evaluation of the 
local authority part of the scheme.  The findings of this report are due to be 
published shortly, and they show that they scheme is on track to deliver the 
energy, financial and carbon savings. A full evaluation will be carried out 
in 2009-2010 when the scheme has been fully operational for 5 years. 
 
Following the initial success of the scheme, in February 2007, Ministers 
announced an additional £4 million for the expansion of the central energy 
efficiency fund to the Further and Higher Education Sector.  Exact details 
of how the scheme will operate for this sector have still to be finalised with 
the Scottish Funding Council, and it is envisaged that the scheme will be 
up and running by mid 2007. 
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provided over the next 2 years to implement 
energy efficiency measures aimed at reducing 
carbon emissions across the   
public sector in Scotland.  This scheme covers all 
local authorities, health boards and Scottish   
Water.  This funding will be used to set up 
revolving funds to be administered at local level.   
The savings from energy efficiency measures will 
then be used to invest in new energy efficiency  
measures and to improve frontline services. 
 
The impact of this initiative will be significant – 
delivering: 
 
• a 20% reduction in energy consumption by 

local authorities and Scottish Water, and a 
15% reduction by health boards over 5 years; 

• a saving in public sector energy bills over the 
first 5 years estimated at around £70 million 
(and an ongoing saving of up to £30 million 
per annum thereafter); 

• a reduction in carbon emissions estimated at 
around 500,000 tonnes of carbon over the 
first 5 years (and around 100,000 tonnes of 
carbon per annum thereafter). 

65. The Scottish Executive should 
consider ways of incorporating 
sustainable energy in all public 
procurement. The need for the use of 
sustainable energy should be reflected in 
all arrangements for Best Value and 
Public Private Partnerships 

All electricity purchased by the Executive itself 
since 2000 has come from renewable sources.  In 
2003-04, the Executive and its partners purchased 
some 4% of the total renewable generation 
capacity in Scotland.  So far as the wider public 
sector is concerned, all Accountable Officers are 
now under a duty to make arrangements which 
secure Best Value, and in doing so to contribute to 
the achievement of sustainable development.  The 
Best Value duty applies to all activities, including 

The Executive already promotes best practice across the public sector by: 
 
• maintaining online guidance; 
• supporting the development of a Sustainable Development 

Procurement Toolkit for Local Authorities; 
• issuing advice to public sector procurement officials; 
• working with partners, including the Sustainable Scotland Network, 

the Association for Public Service Excellence, Remade Scotland and 
WRAP (the Waste and Resources Action Programme); and 

• provides specific training on how to incorporate sustainable 
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procurement and procurement policies.  The 
Executive publishes guidance on sustainable 
procurement (at 
http://www.scotland.gov.uk/about/FCSD/PCSD-
POL/00017839/susdevguide.aspx) which explains 
how energy efficiency issues should be taken into 
account by purchasers when writing specifications 
and considering tenders from suppliers.  Public 
sector bodies undertaking Public Private 
Partnership projects are encouraged to take 
account of environmental considerations in 
procurement, including the use of sustainable 
energy 

development issues into procurement. 
 

The Executive is also developing a Scottish Sustainable Procurement 
Action Plan that will build on progress already being made in Scotland and 
will take into account the work of the UK Sustainable Procurement Task 
Force. The Scottish Action Plan will identify key performance indicators 
and benchmarking opportunities to deliver on the Executive's ambition to 
be a leader in this field.  
 

66. A new energy policy must also 
include a view on the future of the 
national grid in Scotland 

As the Committee recognises, issues relating to 
the upgrading of the grid, apart from planning and 
consent issues, are reserved.  The Executive is 
nevertheless fully involved in discussions that the 
Department of Trade and Industry is having with 
the GB transmission companies and the regulator, 
Ofgem, about the grid infrastructure that is 
required in order to deliver the UK and Scottish 
renewables targets.  The Executive is considering 
whether a general policy statement might be 
made, in partnership with the DTI, which would 
set out the national case for energy infrastructure, 
as recommended by the Committee. 
 
The Committee will also be aware of Ofgem’s 
recent announcement regarding additional 
investment in the Scottish electricity transmission 
network.  Investment in the transmission network 
is regulated through the transmission price control 
reviews.  However, as the last such review could 
not have foreseen the network upgrading required 
to support the Executive’s renewable targets and 
the next control period is not due to commence 

Grid stability is a priority of the Executive’s refocused strategy for 
renewable energy.  We continue to make the case to DTI and Ofgem for 
the grid upgrades and sub-sea connections from the Islands which are 
needed to allow us to exploit fully the potential for renewable energy in 
Scotland.  We have also made the case for the available capacity on the 
grid to accommodate a project to be a material consideration in the 
planning consents process. 
 
In December 2006 we commissioned a study into grid issues arising from 
potential changes to the generation background in Scotland.  The study will 
seek to quantify what proportion of renewables generation might ultimately 
be feasible, what the implications might be in terms of reliability and cost, 
and what lessons we might learn from other countries with high levels of 
wind energy and/or with interconnection restraints.  The study is due to be 
completed in July 2007 and will inform the development of the Executive’s 
future activity in these areas. 
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until 2007, Ofgem are proposing a new funding 
mechanism which will allow investment for 
network upgrades without delay, ahead of the next 
price control period.  The Executive believes that 
this is very good news for the Scottish renewables 
sector, as Ofgem’s announcement is likely to help 
support the current momentum of renewables 
development in Scotland. 
 
Ofgem has also indicated that certain upgrades, 
where the case for efficient investment has 
already been made, will be authorised 
immediately.  This includes investment of up to 
£360 million in Scotland, including £350 million 
for the construction of the Beauly-Denny and Sloy 
reinforcements (subject to the necessary consents 
being obtained). 
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2006 
 
5th Report, 2006: Business Growth - the next 10 years 
 

Main conclusions/recommendations Extract from the Executive response at the 
time of the report 

Update (to be completed by the Executive) 

(i) An additional £8.5 billion of private and public 
sector investment is needed each year into Scotland’s 
economy if we are to match our competitors elsewhere. 
This is the scale of the challenge that Scotland faces if it 
is serious about tackling business growth rates (also 
paragraph 26). 

The Scottish Executive recognises the crucial role of 
investment for raising productivity and growth and 
ensuring the long-run sustainability of the Scottish 
economy but rejects the Committee’s conclusion on this 
aspect. 
 
The Committee’s estimate that £8.5 billion in extra 
annual investment is required is derived from its 
assertion that “Scotland invests less than 10% of its 
GDP” and that “high-growth economies, on the other 
hand, invest between 18 and 20% of GDP each year”.  
By estimating Scottish output at £85 billion per year the 
Committee calculated that a doubling of investment 
from ten to twenty per cent of GDP would require 
around £8.5 billion a year in extra investment.  This 
calculation is flawed.  
 
In fact, the latest data (for 2000) show that investment 
in Scotland was £13.6 billion or 20.3% of GDP.  This 
was marginally higher than the comparable figure for 
the UK of 19.1% of GDP.  Wider international 
comparisons are complicated by the use of a slightly 
different measure of GDP by the OECD, but in the 
same year the US invested 19.9% of its GDP, Germany 
21.5% and France 19.5%.  Our rough estimates suggest 
that on a comparable measure of GDP the Scottish 

The position on investment remains substantively as per 
the original response.  
 
A new Assisted Areas map and a new simplified 
national grant scheme structure was announced on 21 
December 20061. The new RSA scheme will operate 
under the EC block exemption regulation for regional 
aid and SMEs.   The SME RSA coverage map can be 
found at www.stateaidscotland.gov.uk. As well as the 
continued provision of RSA in the Assisted Areas the 
Scottish Executive introduced in January 2007 a new 
support scheme for SME investment. This new scheme 
extends RSA type grant coverage to SMEs in areas of 
need beyond the Assisted Areas. 
 

                                                 
1 Available online at http://www.scotland.gov.uk/News/Releases/2006/12/21113109 

http://www.stateaidscotland.gov.uk/
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figure would be around 18.1%.  These figures clearly 
contrast with the dismal - and inaccurate - picture 
painted by the Committee’s report.  
There are already a range of measures in place to 
promote investment.  The UK Government’s 
macroeconomic framework is designed to maintain 
stability and improve the economy’s growth potential in 
the long-term.  Stability allows businesses to plan more 
effectively for the long term, improving the quality and 
quantity of investment in physical and human capital 
and helping to raise productivity. 
 
Specific UK-level fiscal incentives are also in place to 
encourage investment, for example  the 2005 Pre-
Budget Report announced an extension to first year 
capital allowances available to small businesses 
investing in plant and machinery.  For expenditure in 
the year from April 2006, the first year capital 
allowance for small businesses will be set at an 
increased rate of 50 per cent.  This measure will assist 
small businesses’ cash flow and provide enhanced 
support for new investment. 
 
Within the responsibility of the Scottish Executive, 
Regional Selective Assistance (RSA) is available in 
designated Assisted Areas in Scotland to encourage 
capital investment linked to job creation or safeguard.  
In the five years to end March 2006, businesses in 
Scotland have accepted over 800 offers of RSA worth a 
total in excess of £280m.  These offers relate to projects 
with planned investment of £1.2bn with the aim of 
creating or safeguarding over 41,000 jobs. 
 
In terms of public investment more generally, the 
Scottish Executive has raised its efforts in improving 
the physical infrastructure for providing the public 
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services that are crucial for healthy business growth, 
from transport to education infrastructure.  The Scottish 
Executive’s infrastructure investment plan goes beyond 
the target of raising net investment by 5% per annum in 
real terms over the Spending Review period (2005-
2008) to deliver significant improvements in 
infrastructure across the public sector.  This is an 
ambitious but achievable plan. 
 
In summary, a lack of capital investment would not  
appear to be the main obstacle to greater business 
growth although we would accept there are 
opportunities for further improvement and the Scottish 
Executive is tackling these challenges.  The response to 
key recommendation (iii) outlines other complementary 
measures and response to key recommendation (vi) 
provides specific detail on the R & D investment 
perspective. 

(ii) To achieve these levels of investment, we need to 
build a national consensus on Scotland’s efforts to 
address business growth and we recommend the 
creation of a national economic forum to achieve this 
(also paragraph 20).   

The Scottish Executive wishes to encourage a national 
consensus on business growth issues.  It is important, 
wherever possible, to secure the backing of Parliament, 
business and the trade unions.  We are already engaging 
with businesses and their key representative bodies, 
including the STUC, on strategic matters and on a wide 
range of individual policy issues – including delivery, 
through bilateral regular meetings, and collectively 
within the Small Business Consultative Group.  In 
addition, the recently introduced Business in the 
Parliament Conference (BIPC) each year brings 
together key business individuals and Parliamentarians, 
to discuss strategic issues and reflect on the progress 
being made by the Scottish Executive.  This forum has 
already proved its value and has the significant 
advantage that it has already been established.  We 
strongly support retaining the BIPC, with its clear focus 
on addressing the specific policy interests of businesses 

We continue to work to encourage, wherever possible, a 
national consensus on business growth issues.   
However, we remain unconvinced of the case for the 
establishment of a national economic forum in addition 
to the many and varied liaison fora that already exist.  
Neither do we see strong pressure from the business 
community for a forum of this sort. 
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and the business community.  We would suggest 
consulting the BIPC and other business organisations 
and interests before considering further the creation of a 
formal forum. 

(iii) We recommend using public money to catalyse the 
creation of two or three long-term private investment 
funds, each worth £200-300 million, providing 
investment capital at all levels of the young and 
expanding company market (also paragraph 29) 

The Scottish Executive agrees that young and 
expanding businesses need to be able to access 
investment capital to fulfil their growth potential.  
Primary responsibility for such investment clearly rests 
with the private sector and the strong financial 
community which exists in Scotland.  However the 
Executive agrees that public funds should be used to 
lever in private sector investment and address equity 
gaps where market failures can be demonstrated. For 
example, the Scottish Co-investment Fund was 
established in 2003 to address market failure in 
accessing early stage funding and provides equity 
investment to SMEs on a purely commercial co-
investment basis with selected private sector Fund 
Managers/ Partners on deals up to £2 million.  This 
Fund has been impressive over the last few years 
successfully investing in some 128 deals, disbursing 
£18.6m and levering in a total of £42m from the private 
sector to some of Scotland’s most technically 
innovative and dynamic companies.  Current estimates 
are that the Fund could succeed in leveraging in over 
£100m of private sector finance by end of 2008.  
We are also seeking to further enhance the portfolio of 
equity support available with the introduction of two 
new investment products.  The Scottish Seed Fund will 
be able to directly invest up to £100,000 in start ups and 
very early stage Scottish companies that have high 
growth potential.  It is expected that the Seed Fund will 
make between 40-50 investments per year and leverage 
in an additional £45m of private sector investment over 
a 5 year period.  The Scottish Venture Fund will 
provide valuable second round funding for deals in the 

The Scottish Executive remains committed to 
addressing market failures in this area.  Scottish 
Enterprise new has a suite of support mechanisms in 
place  to help access to risk capital: 
 
(i) The Scottish Seed Fund was launched in September 
2006 and £1.4 million has been invested to date. With a 
budget for this financial year of £2 million the Fund is 
well on its way to fully utilising its full resource this 
year. In future, it is anticipated that the Fund will have 
an annual budget of £3 million; 
 
(ii) The Scottish Co-investment Fund has now 
completed 162 deals, spending £23 million and levering 
in some £55 million from the private sector.  
 
(iii) The Scottish Venture Fund (SVF) was launched in 
October 2006 and is now open for applications.  The 
Scottish Executive has committed £20m to the fund as a 
cornerstone investment, and Scottish Enterprise is 
currently recruiting private sector partners for the Fund. 
 
We are continuing to monitor the current market 
situation to ensure our interventions remain appropriate 
as the market develops. 
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£2-5 million range, and in certain circumstances 
investments up to £10m, e.g. to reflect sectoral 
requirements, for example in life sciences.  When fully 
up and running this new Fund is expected to invest 
some £20m a year in Scottish companies, which over a 
10 year lifespan would be an investment of £200m 
leveraging a further £500m of private sector funding. 
All three funds have been established on the basis of a 
careful assessment of the evidence of market failure in 
these specific areas and the demand for investment.  
This work has also addressed the danger of “crowding 
out” existing private sector provision with no overall 
benefit to the economy as a whole.  Indeed one of our 
key objectives has been to help build capacity in our 
investment community so that the benefits are long 
lasting and sustainable.  We will continue to work on 
that basis – evaluating carefully the impact of existing 
support schemes and adjusting our approach to reflect 
changing market circumstances and need.  
 
Therefore while we are in agreement with the 
Committee’s desire to provide greater levels of 
investment capital for young and growing businesses 
we believe that the targeted approach currently being 
adopted will, over time, help generate additional 
investment on a significant scale.  We will however 
continue to monitor the market situation regularly to 
ensure our response remains appropriate in changing 
market conditions. 

(iv) The UK tax regime should be reformed to remove 
the financial disincentives in Scotland to growing a 
business beyond a certain level (also paragraph 32) 

The Scottish Executive is unaware of any strong 
evidence that would demonstrate that the UK tax 
regime is holding back the growth of Scottish 
businesses.  The Committee has based this 
recommendation upon the evidence of “one participant 
[who] felt that current tax differentials encourage the 
sale of a company before it reaches a size and level of 

There is no change to this position.  
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profit that would begin to turn it into a mature, 
expanding company from its original start-up period”.  
Executive officials have consulted tax and policy 
experts from the Department of Trade and Industry who 
do not think that there is evidence that this is actually 
happening on any significant scale.  Any impact on 
business growth would be neutral as owners can sell on 
their stakes in a business if they no longer feel it will 
provide an adequate return for their investment thus 
passing ownership to someone who does.  
To the extent that the treatment of business assets for 
capital gains tax might affect a decision on when to sell, 
it might be expected for owners to maximise any 
incentive by building up as much value in the business 
as possible by investing retained profits in the most 
economically efficient way.   

(v) Scottish Enterprise has taken the right approach in 
focussing effort on the key six industrial sectors. (The 
six sectors are tourism, food and drink, energy, life 
sciences, financial services and electronic markets.) 
Critical to taking this forward is our recommendation 
for stronger partnerships between government, industry 
and academia (the "triple helix") for each of the sectors 
(also paragraphs 162 ). 
 

The Scottish Executive welcomes the Committee’s 
agreement that the focus on key industries is the correct 
one.  We also think it is important to recognise 
however, as Scottish Enterprise does, the importance of 
textiles, aerospace, shipbuilding & marine, chemicals, 
construction and forest industries to regional 
economies.  Furthermore we need to recognise that a 
significant number of growth companies are outwith 
key industry sectors and that these companies should 
continue to be encouraged and supported to enable 
them to fulfil their full potential.  We also support the 
introduction of a focus on advanced engineering and 
enabling technologies to promote synergies between 
key sectors and we would encourage interaction 
between sectoral interventions and the Scottish 
Manufacturing Advisory Service.  
 
As the committee identifies, partnership working is key 
to our success.  Effective partnerships need to focus on 
developing the opportunities and addressing the 

There is no change to this position.  
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challenges in a given sector and draw together the 
knowledge and experience of government, industry, 
academia, trade unions and the investment community.  
The precise nature of these partnerships will depend on 
the specific sector concerned.  For example, in life 
sciences, we have established a Life Sciences Advisory 
Group to provide a vehicle for industry experts to feed 
directly into the policy making process.  But, in 
addition, recognising the very broad nature of this 
sector, we have also established a Life Sciences 
Alliance involving all the key stakeholders to drive 
forward our new Life Sciences Strategy on a full 
partnership basis. 

(vi) We recommend sufficient public funds be made 
available to the intermediary technology institutes and 
the R&D Plus programme to leverage in a further £1 
billion per year of business expenditure on R&D (also 
responds to paragraphs 37 & 40). 

The Scottish Executive is aware of the crucial  
importance of increasing business expenditure on R&D 
(BERD) and acknowledges that much remains to be 
done given that the most recent comparison highlights 
expenditure on BERD relative to GDP as 38% of the 
OECD average.  We are however making progress in 
this area.  The gap with the OECD is also gradually 
closing. While BERD as a percentage of GDP increased 
from 0.42% to 0.58% in Scotland between 1997 and 
2003 – a real terms increase of 40%, the OECD average 
improved only slightly from 1.48% to 1.53% during the 
same period.  We believe that many of the initiatives 
highlighted in the Scottish Executive’s submission to 
the Committee are helping to drive this progress.  
 
But we still have much to do and we appreciate the 
Committee’s desire to see sufficient public funds be 
made available to both the ITIs and R&D Plus, as part 
of our wide ranging pipeline of support for research and 
development.  Both initiatives currently receive 
significant sums of public money but, in view of the 
fact that both are at an early stage, it is too soon to 
judge their effectiveness in leveraging additional 

The latest figures indicate that BERD as a percentage of 
GDP increased from 0.42% to 0.52% in Scotland 
between 1997 and 2004 – a real terms increase of 43%, 
the OECD average improved only slightly from 1.48% 
to 1.53% in the same time period.    
 
The Intermediary Technology Institutes are making 
very good progress.  They have commissioned 19 
leading projects - a commitment of £115m.  The 
Scottish Enterprise Board has recently approved 
continuation funding for the ITIs at £45m per year over 
the next 3 financial years.  
 
A total of 28 grant awards have been made to large 
companies under the R&D Plus scheme.  Scottish 
Enterprise indicate that, to date, this funding of £27.3m 
has levered a further £192.7m of private sector 
expenditure on R&D. 
 
Following a wide-ranging review of business support 
carried out in 2006, a simplified national grant structure 
is being introduced in 2007:  
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expenditure in R & D from the private sector in the 
longer term and, indeed, in measuring their broader 
economic impact. The Scottish Executive, therefore, 
considers that it would be inappropriate to commit 
further significant sums of public funding at this stage.  
The initial signs are however very encouraging and, 
working with Scottish Enterprise, we will continue to 
monitor both initiatives and will ensure that the level of 
investment in each is appropriate.  We are currently 
reviewing our company R&D grant schemes overall to 
ensure they remain fit for purpose and we will keep the 
Committee informed of developments with this work.  
 
 
 
 
It is also important to recognise that improvement in 
our R&D performance is not just a funding issue and is 
clearly dependent on our ability to build sufficient 
absorptive capacity in Scotland to utilise additional 
funding efficiently and effectively.  This involves a 
much broader ranging series of actions including 
increased commercialisation of our science base, 
support for existing companies to initiate or enhance 
existing R&D activity, and the encouragement of more 
R&D intensive inward investment activity.  The ITIs 
and R&D Plus can play an important role in that work – 
but a more wide ranging approach is necessary if we are 
to address a deep rooted limitation in the Scottish 
economy. 

• The existing SMART, SPUR and SPURPLUS 
schemes are being consolidated into an R&D 
scheme for SMEs to operate from April 2007  

• A new general R&D scheme (consolidating R&D 
PLUS, SCIS and SCORE) will operate from 
September/October 2007 

 
In addition, the R&D grants will be complemented by a 
revised Regional Selective Assistance (RSA) scheme 
has been operating from January 2007, including a new 
tier of RSA-type assistance for Small and Medium 
Enterprises (SMEs)  
 
Other important recent developments have emerged 
which are directly related to levering private sector 
expenditure on R&D.  HMRC has just launched (in 
November) specialist units dedicated to handling all 
R&D tax credit claims outside the Large Business 
Service.  These units will provide small firms with 
specialist support.  The UK government has also begun 
a dialogue with the European Commission over 
extending additional R&D support to companies with 
between 250 and 500 employees.  
 
Finally, new provisions to encourage and support 
access to the new EU FP 7 R&D programme under the 
Scottish Proposal Assistance Fund have just been 
announced.   

(vii) Government policy should not unnecessarily 
subsidise the present at the expense of the future. 
Improving the quality of public sector expenditure is 
one of the major issues that will help improve gross 
performance in Scotland. The right balance between 
investment in the future and the obligation to spend on 

The Scottish Executive very much agrees with the 
Committee that increased levels of infrastructure 
investment are required over the coming decade and 
while accepting the recommendation, does so on the 
basis that action is already being taken.  The Scottish 
Executive published its intentions to increase 

An example of the outputs flowing from  
implementation of the Executive’s infrastructure 
investment Plan is the investment in the schools estate.  
The Minister for Education and Young People 
announced on 29 January of this year that the interim 
Partnership Agreement target of renewal of a further 
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the current needs of our society needs to be struck. In 
particular, increasing the levels of investment in 
physical infrastructure and education is vital over the 
next decade if the long-term rate of business growth in 
Scotland is to increase (also responds to paragraph 83). 

expenditure in its first Infrastructure Investment Plan, 
published in February of last year.  The Scottish 
Executive’s infrastructure investment strategy flows 
from the perception that over the 30 years prior to 
devolution long-term investment had been neglected.  
This underinvestment resulted in deterioration in the 
fabric of our roads, hospitals, schools and local 
authority houses.  The Scottish Executive is determined 
to reverse this trend, by investing effectively in 
Scotland’s infrastructure for the benefit of the entire 
population. 
 
Since devolution the Scottish Executive has 
substantially increased its investment in infrastructure 
and the Plan demonstrates its commitment to a 5% real 
terms annual increase in net investment over the 
Spending Review period, a target that will lock in for 
the longer term the improvement in infrastructure 
needed to secure the growing economy and the first 
class public services Scotland deserves. 
 
 

200 schools by 2006 had been met.  The Partnership 
Agreement commitment includes renewal of a further 
100 schools by 2009. 

(viii) We recommend the Scottish Executive should 
agree an order of priority for proposed transport 
projects, publicise it widely and examine the current 
allocation of spending in order to determine what sums 
could be re-allocated to transport infrastructure 
priorities (also responds to paragraph 97).   

The Scottish Executive partially accepts this 
recommendation.  Under Transport there is currently a 
programme of Major Projects that were noted in the 
Partnership Agreement and these projects are currently 
being taking forward to delivery, with a range of 
technical issues around delivery of those projects being 
worked through.  When fully delivered they will make 
an impact on the whole of Scotland.  The Minister for 
Transport’s Review Statement on 16th March 2006 
provided an update on these major Transport Projects 
and the delivery timetable of our current flagship 
projects.  The Minister highlighted that the Scottish 
Executive’s commitment to transport investment and 
the new rail powers transferred to Scottish Ministers 

Programme of major public transport projects is 
progressing well.  New platforms at Waverley Station 
were completed at Christmas 2006; construction work 
continues on the Stirling – Alloa – Kincardine railway; 
and advance works are expected to start in 2007 on the 
remaining public transport projects. 
 
Similarly work is progressing well on the programme of 
improvements to the trunk road network.  Construction 
has started on the Upper Forth Crossing at Kincardine;  
tenders have been invited for the work to complete the 
M74, draft road orders have been published for the 
Aberdeen Western Peripheral road; and work on the M8 
and M80 is expected to commence next year.  
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mean a Transport Budget of £1,649 million in 2006-07 
and £1,694 million by 2007-08. 
 
The Strategic Projects Review is looking across all 
transport modes at investment that could be made once 
the current programme of Transport investment is 
completed.  It will provide the delivery programme for 
the National Transport Strategy, assessing which 
individual projects should be taken forward and funded 
from 2012 onwards.  However, while transport projects 
have a significant role to play in business growth, we 
will not re-allocate resources from other portfolios at 
this time, preferring to manage the transport projects 
more effectively to ensure delivery within in time and 
on budget 

 
Work has commenced on the Strategic Transport 
Projects Review, with the work on a replacement Forth 
crossing being fast-tracked to be complete in May 2007, 
and work on the full suite of transport projects for the 
period 2012 and beyond due for completion in summer 
2008. 

(ix) A key challenge over the next decade will be to 
ensure that the economically inactive are equipped with 
the skills that they need to match up with the expected 
vacancies in the job market. This report makes a 
number of recommendations about how this could be 
achieved (Also responds to paragraph 124) 

The Scottish Executive is committed to supporting the 
economically inactive back into work.  Under Closing 
the Opportunity Gap, we are setting targets to reduce 
worklessness in 7 key areas (Glasgow, Inverclyde, 
Renfrewshire, North and South Lanarkshire Dundee 
and West Dunbartonshire) which demonstrates the 
importance placed by the Scottish Executive on 
employment as a route out of poverty.  We will also set 
targets for those not in education, employment or 
training  i.e. NEET reduction at national and local 
levels.  We are also working closely with the UK 
Government on welfare to work development and 
delivery, in particular the current Department of Work 
and Pensions (DWP) welfare reform proposals to help 
more economically inactive people into the labour 
market.   
 
We welcome the Committee’s acknowledgement that 
the Scottish Executive is working on important 
initiatives to help the economically inactive into work.  
We hope to publish the Employability Framework and 

Targets are additionally being set at national and local 
levels to reduce the number of young people not in 
education, employment or training (NEET).  All 32 
local  partnerships (led by local authorities) are being 
asked to set targets with a focus on 7 key local authority 
areas (Glasgow, Dundee, North and East Ayrshire, 
West Dunbartonshire, Inverclyde & 
Clackmannanshire). We published the Employability 
Framework (Workforce Plus) and the NEET strategy 
(More Choices, More Chances) in June 2006, which 
provides the further detail the Committee wished to see 
as part of its planned inquiry into employability.  Both 
documents contain a detailed set of actions at national 
and local level, which will support the economically 
inactive to progress towards the labour market.   The 
aim is for  local partnerships to utilise labour market 
intelligence to ensure that people have access both to 
the skills development or training required to secure 
employment in their area, and to a range of wider 
services which can support individuals’ health, 
confidence and motivation to work. 
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the NEET strategy soon, which will provide the further 
detail the Committee wishes to see as part of its planned 
inquiry into employability.  Both documents will 
contain a detailed set of actions at national and local 
level, which will support the economically inactive to 
progress towards the labour market.  It is expected that 
local partnerships will utilise labour market intelligence 
to ensure that people have access both to the skills 
development or training required to secure employment 
in their area, and to a range of wider services which can 
support individuals’ health, confidence and motivation 
to work. 
 
The NEET strategy will acknowledge that, 
fundamentally, we have the right policies in place to 
turn this multi-faceted problem around.  Investment in 
and strategies for community regeneration, education 
and children’s services, health, economic development 
and lifelong learning should all come together to create 
the right support and opportunities from early years 
through adulthood.  The NEET strategy will stress the 
need to equip young people with the skills they need for 
adult life and work.  The challenge the strategy sets is 
for the delivery of these policies to have a sharper focus 
on improving the long-term employability of 
disengaged young people.  The strategy will detail that 
meeting the NEET challenge means delivering in 5 key 
areas: national and local leadership, planning and 
delivery; key worker support services; opportunities for 
young people of school age; post school education and 
training; financial support 

 

(x) The changing demography could be a good-news 
story for Scotland. The Scottish Executive and 
businesses should endeavour to maximise the positive 
contribution that more mature workers can make to the 
economy. This will involve thinking creatively about 

The Scottish Executive recognises that the Scottish 
population is both ageing, driven by rises in life 
expectancy, and shrinking, a result of falling birth rates.  
Consequently, older people will form an increasingly 
large and important part of our workforce over the 

In regard to this recommendation, specific work 
underway includes: 
 
Lifelong Learning Strategy 
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matters such as work-life balance, phased retirement 
and ensuring that learning and skills training are truly 
"lifelong" (also responds to paragraph 131) 

coming decades and we agree with the Committee that 
the Scottish Executive and business community should 
seek to maximise this opportunity.  It is therefore 
crucial that we invest in the skills of older workers in 
order to encourage them to play a productive role in our 
economy for as long as possible.   
 
The Scottish Executive’s lifelong learning strategy 
“Life Through Learning; Learning Through Life” is 
principally concerned with post-compulsory education, 
training and learning. Lifelong learning encompasses 
the whole range of learning: formal and informal 
learning, workplace learning, and the skills, knowledge, 
attitudes and behaviours that people acquire in day-to-
day experiences.  A key component of the Scottish 
Executive’s lifelong learning strategy is to create “a 
Scotland where people have the confidence, enterprise, 
knowledge, creativity and skills they need to participate 
in economic, social and civic life.”  
 
 
The Scottish Executive has recently launched a 
programme aimed at developing the skills of older 
workers - "Experience Counts".  Through encouraging 
effective partnership working between Sector Skills 
Councils, learning providers and employers this will 
lead to the development of relevant learning tools 
aimed at the older worker to develop their skills and 
increase their productivity. 
 
In addition the Scottish Executive is also developing a 
strategy for a Scotland with an Ageing Population being 
led by the Minister for Communities and this will be 
completed by the end of 2006.  The aims of the Strategy 
for a Scotland with an Ageing Population include: 
 

 
We are currently consulting on a range of issues related 
to lifelong learning in Scotland.  The recommendations 
of this consultation will be presented to Ministers to 
allow decisions to be made about the future direction of 
lifelong learning policy in Scotland.  The consultation 
will be running until 12th February 2007. 
  
Older Learners Programme - Experience Counts  
 
To date, 7 projects have been awarded funds from this 
Programme and we are currently working with the 
Skills for Business Network to fund another.  These 
projects will run until the end of financial year 2008. 
 
Strategy for a Scotland with an Ageing Population  
 
We are currently developing a Strategy for a Scotland 
with an Ageing Population and intend to launch this 
early in 2007.  
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• access to opportunities for older people to make a 
continuing contribution;  

• identify and remove barriers to opportunities; 
• establish effective and diverse ways to involve 

older people in their communities and with 
government; 

• promote equal opportunities; 
• promote social inclusion; 
• combating stereotypical views of ageing. 
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11th Report 2006: Report on the management of budgets at Scottish Enterprise and the proposed restructuring of the enterprise agencies 
 

Main conclusions/recommendations Extract from the Executive response at the 
time of the report 

Update (to be completed by the Executive) 

15. Having considered the findings of KPMG and 
reviewed the correspondence received from Scottish 
Enterprise and the Scottish Executive, the Committee 
finds no evidence that backs up the optimism shown by 
the Chief Executive of Scottish Enterprise. There 
appears to have been no indication from the Scottish 
Executive that suggested scope for a relaxation or relief 
from the resource budget shortfall. 
 
24. It does not appear to the Committee that any of 
the steps outlined above were taken by the Chief 
Executive of Scottish Enterprise in his role as 
accountable officer, despite the continued warnings of a 
likely budget overspend for 2005/06. As indicated in 
Scottish Enterprise’s own internal audit committee’s 
report, “Non Executive Directors [of Scottish 
Enterprise’s board] regularly questioned and challenged 
the Executive Directors at SE Board meetings from 
October 2005”. To have failed to have taken these steps 
is wholly dissatisfactory and in breach of the guidelines 
for the agency’s accountable officer. 
 
25. It is also obvious to the Committee that there 
was a lack of understanding of the ramifications of 
resource accounting and budgeting at the highest levels 
in Scottish Enterprise. This, coupled with the 
introduction of a new project selection system that 
could not even ensure that the level of commitments 
being entered into did not exceed the agency’s budgets, 
was a serious failure. 

The Committee’s comments up to paragraph 25 are 
noted 

Nothing to add 

30. The Committee recommends that, should such This recommendation at paragraph 30 is accepted. The SEn is now producing quarterly balance sheets (as 
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a situation arise within Scottish Enterprise in the future, 
it is imperative that senior figures in the agency, 
ministers in the Executive and the Committee are 
informed of the problem at an early stage in order that 
consideration of possible actions can be taken well 
before the end of the financial year in question 

improvements which both SEn and the Executive are 
introducing into their  respective financial management 
arrangements are intended to ensure that a resource 
budget overspend will not occur in future. The revised 
financial monitoring arrangements will bring out the 
possibility of a potential overspend earlier than before 
so allowing more time for corrective action to be taken 
and will ensure that action taken is sufficiently robust 

recommended in the KPMG audit report) that show the 
estimated resource spend. In doing this there is an 
opportunity for earlier and more accurate reporting on 
likely end of year spend. The balance sheet findings are 
reported to Scottish Executive officials and the SEn 
Board. 

34. The Committee recommends that the 
Executive reviews the relevant guidance to the agency 
and its accountable officer in order to state explicitly 
that any such decisions in the future require the written 
authorisation of the Minister, with a copy sent to the 
Committee. 

In respect of the recommendation at paragraph 34 
current arrangements already require Scottish 
Enterprise to manage its budget and, as set out above, 
improvements are being made to ensure it does so. Any 
increase to budgets already requires Ministerial and 
Parliamentary agreement. 

Nothing to add 

41. The Committee believes that the level of non-
cash resource cover provided previously to Scottish 
Enterprise was clearly inadequate. It is unclear why 
such a low estimate was made by the Scottish Executive 
for Scottish Enterprise’s resource cover back in 2002 
and why the agency did not appear to query the figure 
at the time. By 2006, the enterprise agency was arguing 
that it needed £34 million in resource cover  and yet did 
not seem to have argued against the original estimate at 
the time. 
 
42. The Committee cannot understand why it was 
sensible for the same Executive department to propose 
a significantly higher figure for resource cover to 
Highlands and Islands Enterprise (£14 million relative 
to a budget of just under £100 million) than the one it 
finally agreed with Scottish Enterprise (£9.6 million 
relative to a budget in excess of £500 million). In 
respect of the level of non cash resource cover, both 
Scottish Enterprise and the Executive are responsible 
for the failings that have arisen from decisions taken at 

The Committee suggests that the Executive calculated 
the allocation of non-cash needed by Scottish 
Enterprise. This is not the case.  In 2001 all Scottish 
NDPBs were asked to provide estimates of future non-
cash requirements based on an analysis of need 
determined from previous annual accounts. Both SEn 
and HIE provided statements of requirements. 
 
The figures in SEn’s return produced a non-cash 
requirement of £14.622m. (This figure was 
subsequently reduced to £9.622 when capital charges 
reduced from 6% to 3.5%. The relatively large 
reduction of £5m was because the cost of capital, at 
£12m, was the major component of their non-cash 
requirement.) HIE provided a return which brought out 
a requirement for £15.121m, reduced subsequently to 
£13.992m. This lesser reduction was because their 
capital charges amounted to only £2.7m.  
 
As indicated above, Scottish Executive officials took 
the figures provided by SEn and HIE in their financial 

There is a much greater awareness of the principles of 
resource accounting throughout the organisation and 
changes to the budget management processes are such 
that evaluation of the full resource cost of any project is 
now included in the normal appraisal process. Overall 
there has been a significant and sustained improvement 
in the budget monitoring and reporting regime and so 
Scottish Enterprise has been advised that it will receive 
an additional £25m of resource cover for 2007-08. 
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the time. 
 
43. The Committee recommends that, when the 
current three-year budget cycle is completed, Scottish 
Enterprise and ministers study the enterprise agencies’ 
needs carefully in terms of non-cash resource cover and 
ensure that an appropriate figure is agreed to for future 
settlements. The process followed in 2007 to set a new 
3-year figure must be a more open and transparent 
process with clear lines of responsibility for decision-
making. Additionally, there should be scope to vary the 
level for non-cash resource cover in any budget period, 
perhaps following the model used by the UK 
Department of Trade and Industry for the regional 
development agencies. 
 
44. Finally, although the Committee notes the 
agreement of the Executive to grant an additional £25 
million in resource cover for both 2005/06 and 2006/07 
(i.e. £50 million in total), it does not agree that it is right 
at this stage to provide a further £25 million for 
2007/08 without improvements being made in the 
budget management processes within Scottish 
Enterprise. 

returns and Ministers were not involved. A key factor in 
SEn’s return was that it showed acquisition and 
disposal of assets in balance and thus not contributing 
to the non-cash requirement.  This pattern has not been 
sustained and thus the figure originally set has not been 
adequate.  Future non-cash resources for SEn (and HIE) 
will be carefully considered as part of the Spending 
Review 2007.   The Executive is still considering 
additional assistance that may be possible for SEn in 
2007-08. SEn are currently implementing an Action 
Plan of change and improvement to their budget 
management processes and Ministers wish confirmation 
of good progress before considering the 2007-08 
budget. 
 

53. It is clear to the Committee that there are 
merits in the move towards resource accounting and 
budgeting for all Executive departments and NDPBs 
such as the enterprise agencies. It is also apparent to the 
Committee that comprehensive guidance and 
information is available to help those who require it to 
understand the requirements. However, it is also evident 
that for certain government or quasi-government 
bodies, particularly those that are heavily involved in 
investment and generating assets and returns, that the 
current RAB rules are unnecessarily restrictive and 
need further refinement. 

Officials have discussed with colleagues in the 
Department of Trade and Industry (DTI) the operation 
of non-cash budgets for the Regional Development 
Agencies (RDAs).  DTI believe that resource budgets 
can be managed as does the Executive 

Nothing to add   
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54. The Committee supports Scottish Enterprise in 
its call for the Executive to review the current operation 
of resource accounting and budgeting for NDPBs such 
as itself. We recommend ministers study the problems 
faced by the enterprise agencies and the regional 
development agencies in England to see what can be 
done to improve the operation of RAB for these bodies. 
66. The Committee believes that there are some 
issues which need to be resolved in relation to the 
Business Gateway service. A review of the service 
showed that provision was patchy, sometimes 
ineffective and with mixed delivery in some areas . The 
Committee considers that there is a need to provide this 
type of support to businesses but that conclusions and 
recommendations from the review need to be 
implemented. 

The Committee also comment here on the Business 
Gateway.  The revised budget avoided cuts being made 
to the Gateway abruptly and purely for financial 
reasons.  However, that did not remove the commitment 
to address the effectiveness of the Gateway.  Scottish 
Enterprise have examined and will continue to examine 
how the Gateway can better meet business needs and be 
run more efficiently.  The imminent tendering for future 
management is part of taking this forward 

Nothing to add   

75. The Committee believes that the decision by 
the Scottish Executive to overrule Scottish Enterprise in 
its initial proposals for the reform of the local enterprise 
company network but still create metro-region planning 
units has resulted in the worst of all possible worlds. 
 
76. It is disappointing that the nature of the 
restructuring being proposed shifted markedly in 
January 2006 with the intervention of the Deputy First 
Minister and Minister for Enterprise and Lifelong 
Learning, resulting in the confusing compromise that is 
now proposed which, in an attempt to please 
everybody, runs the risk of pleasing no-one. 
 
77. As stated previously, the Committee further 
believes that the decision to retain separate east and 
west metro-region planning units, at least for the short-
term, is misguided. We would like to see the creation of 
a single planning unit covering both the east and west 

The Committee suggest that the Scottish Executive 
‘overruled’ Scottish Enterprise's initial proposals.  This 
was not the case.  Scottish Enterprise consulted a range 
of organisations and individuals on its future structure.  
It continued to develop its proposals until February.  A 
paper was then submitted to Ministers on 23 February. 
The Deputy First Minister gave his response in his 
statement to Parliament on 30 March.  He approved 
Scottish Enterprise’s proposals which included a metro 
region approach to planning and retention of local 
enterprise companies as allowing responsiveness to 
local economic issues and input from local business 
communities 

Nothing to add 
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as this would facilitate co-operation and co-ordination 
in the development of the central and critical 
Edinburgh/Glasgow axis. We also seek assurances that 
whilst recognising the economic importance of our 
major cities, we must also look to safeguard the 
viability of surrounding areas. 
 
78. In short, the current proposal to retain the local 
enterprise companies in their current form and also 
create metro-region planning units is ill thought out and 
we recommend that Scottish Enterprise and the 
Executive return to the drawing board and revisit the 
decisions taken. Above all, the Committee questions 
whether the structure currently proposed will be able to 
provide the strategic focus necessary for economic 
development in this part of Scotland 
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COMMITTEE REPORTS WITHIN THE TOURISM, CULTURE AND SPORT GROUP 
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2005 
 
1st Report 2005: Report on Arts in the Community 
 

Main 
conclusions/recommendations 

Extract from the Executive response at 
the time of the report 

Update (to be completed by the Executive) 

1. The Committee recommends that, as a 
matter of urgency, the Scottish Executive 
sets out what actions it will take to 
mainstream the arts into public policy, 
planning and funding 

As the Committee acknowledges in its helpful report, 
the First Minister’s 2003 St Andrew’s Day Address 
set out the new direction for cultural policy, placing 
culture at the heart of government – “Each member of 
the Scottish Cabinet will use the power of cultural 
activity to help them in their work – culture will not 
be an add on, it will be at the core of everything we 
do.”   
 
The Minister for Tourism, Culture and Sport has since 
held a series of discussions involving all Cabinet 
colleagues with portfolio.  At bilateral meetings they 
have developed a series of actions involving the arts 
and culture to help deliver objectives in a wide range 
of policy settings.  The Executive has compiled a 
“Cross-Portfolio Report of Cultural Achievements” 
(of the position at the end of last year), listing 
initiatives introduced since 2003 and others which 
continue to be developed.  We attach a copy of that 
Report, the plans for which were discussed when the 
Minister met the Committee regarding this Inquiry.  
Two examples from the many initiatives mentioned in 
the Report are described below: 
 
• In collaboration between the Executive’s Health 

and Education (Culture) Departments and the 
Scottish Arts Council, a Mental Health 
Development Officer post has been created, 

The Minister for Tourism, Culture and Sport continues to hold 
discussions involving all Cabinet colleagues with portfolio interest.  
At these bilateral meetings Ministers have developed a series of 
actions involving the arts and culture to help deliver objectives in a 
wide range of policy settings.  An update to the report “Cross-
Portfolio Contributions to Culture” has been prepared and will be 
published on the Scottish Executive website in March 2007. When 
published a copy of the report will be sent to the Committee and 
Convenor.  
 
This report will highlight a number of key initiatives which are 
using cultural activity to improve the quality of life of Scotland’s 
communities. Examples include: 
 
• The Development Department’s Equality Unit liaises with 

Cultural Policy officials to ensure that the importance of 
cultural activity involving older people is fully reflected in the 
Strategy for a Scotland with an Ageing Population which will 
be published in early 2007.  

• Communities Scotland’s principal funding programme, the 
Community Regeneration Fund (CRF), supports cultural 
activities in a variety of ways, for example through activities 
focused on ‘Engaging Young People’ and improving health. 
Around £16m will be spent on this priority over the period 
2005-08, particularly on arts, sport and cultural activities such 
as music, drama and dance.  

• Futurebuilders Scotland, from Communities Scotland, has been 
an £18m programme of investment in the social economy with 
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based at the Arts Council.  Funding for this 2 
year post of £150,000 was awarded by the 
Executive’s National Programme for Improving 
Mental Health and Well-being.  The post will 
research this area and consider a proposal for an 
Artist-in-Residence initiative, whereby artists are 
placed in an organisation highlighting ‘mental 
health at work’, raising awareness of mental 
health issues.  The Scottish Arts Council’s 
Mental Health Development Officer recently 
took up post. 

 
• In 2003, the Communities Minister announced 

funding of £40,000 for the inception of Arts and 
Business Scotland’s Arts & Disability Awards 
sponsorship scheme.  The scheme is open to any 
organisation or agency that has secured business 
sponsorship towards arts and disability activity.  
Partnership projects between arts organisations 
and disability organisations are welcome.  Arts 
and Business Scotland received further funding 
of £20,000 for 2004-05 from the Executive’s 
Equality Unit for their Arts and Disability 
Awards scheme.  

 
The Executive jointly published with CoSLA in 
March 2003, “Guidance for Scottish Local 
Authorities on the implementation of the National 
Cultural Strategy”, to assist local authorities in their 
major role in delivering a wide range of cultural 
provision.  It discussed the many policy areas in 
which the mainstreaming of culture can assist 
delivery; and it stressed the need for cultural 
planning, and that the development of cultural 
provision should be embraced by the local 

the purpose of extending and strengthening the role of the social 
economy in delivering better public services whilst encouraging 
financial sustainability in the sector. In 2006/07 expenditure on 
arts and cultural projects totalled £928,878. 

 
As the Committee knows, Scottish Ministers’ issued a cultural 
policy statement in January 2006, following the Cultural 
Commission’s report of its review.  This served to clarify respective 
responsibilities for cultural provision falling to national and local 
government.  It also announced there would be new legal 
requirements for local authorities to produce evidence of cultural 
planning that could inform Community Planning activity and to 
develop cultural entitlements. 
 
Please see the following section for updated information on actions 
to develop local authorities’ duties on the provision of culture.  
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Community Planning process.  
The Executive wants to see Scotland as a vibrant and 
creative hub in which individuals and communities 
are able to exercise their right to engage with the arts 
and culture.  This is why we established the Cultural 
Commission with a remit to provide: “specific 
guidance on how cultural bodies should relate to other 
Scottish Executive policy areas”.  The Commission is 
due to report to Ministers this Summer.  The 
Executive’s further action to build upon what is 
described above will be determined in light of its 
report and recommendations 

2. The Committee recommends that Scottish 
Executive guidance on community planning 
should make explicit reference to the 
inclusion of arts organisations in the process 
and that the Executive should explore more 
innovative means of encouraging 
Community Planning Partnerships to engage 
with the arts 

The joint Executive and CoSLA guidance document 
mentioned above, (of March 2003) discusses the role 
of partnership within Community Planning.  It also 
sets out the partners with whom local authorities 
should engage, when planning and making cultural 
provision.  This specifically includes local groups, 
youth work organisations and voluntary sector bodies, 
as well as other community planning partner 
organisations.  While that guidance was directed 
principally at local authorities, highlighting their core 
cultural role and ways to plan for its delivery in 
partnership, it is also available to the wide range of 
other bodies with a role to play.  It describes for them 
too the processes in which we look to see them all 
engage to develop and extend culture’s impact 
throughout the communities of Scotland.  As the 
Committee suggests, Community Planning is the 
principal partnership mechanism for this engagement.   
 
The Executive’s Community Planning Advice Note 1, 
encourages Community Planning Partnerships to 
include cultural provision in their Community Plans, 
noting culture’s unique ability to assist in the 
development of a wide arrange of life skills.  The 

The Culture (Scotland) Bill (launched in December 2006 for 
consultation) has sections  which relate to local authorities. Under 
those sections of the Bill, local authorities in Scotland will have to 
provide information that Scottish Ministers request regarding 
their ‘cultural planning’ - that is,  planning for culture itself and 
planning to work with service departments across the authority to 
deliver those other departments' strategic objectives using cultural 
activity.  Local authorities will need to consult  with their 
communities regarding the kind of cultural activity the authority will 
provide to them; this includes the development and delivery of 
‘cultural entitlements’. The local authorities will also be required to 
publish information about the cultural services they propose to 
provide.   
 
Statutory guidance accompanies the draft Bill, explaining what 
Ministers expect local authorities to do to comply with the 
legislation - and the authorities will have to have regard to it.  
A framework for quality assurance is also being developed, and will 
be included in the guidance document in due course. The guidance 
is also currently out for consultation. 
 
The guidance stresses the role of, and opportunities for, the 
community, independent and voluntary sectors, who will be 
important partners for the local authorities in developing and 
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Executive agrees strongly with the Committee’s view 
that it would be wrong to attempt to dictate to 
Community Planning Partnerships (CPPs) who 
exactly should be involved in the process at local 
level.  That has to be determined according to local 
circumstances; and this is the approach taken in 
official guidance.   
 
We agree with the Committee that there are other, 
more appropriate and imaginative ways to influence 
CPPs’ engagement with the arts.  Among the tasks set 
out for the Cultural Commission, it was asked to “ 
produce specific guidance on the responsibilities of 
other public sector agencies, and local authorities; to 
comment on guidance for the private and voluntary 
sectors in this regard; and to assess the merits, and 
potential, of cultural planning in this regard.”  The 
Executive will develop its approach to encouraging 
this engagement once it has received and considered 
the Commission’s recommendations 

providing cultural entitlements.   
 
Twenty three local authorities will be taking part in a series of 
cultural pathfinder projects - which the Executive is match-funding - 
to explore how entitlements and cultural planning will operate in 
practice.  The focus of these is on communities which are known to 
be under-represented in terms of engagement with cultural 
provision, and which experience specific barriers to participation.  
Ministers seek through the cultural entitlements policy to promote 
wider access for every sector of the community, which should 
include under-represented and marginalised groups.  The pathfinders 
should help develop valuable understanding of the needs and 
aspirations of these groups, and ways to overcome the barriers 
which hinder their participation in culture.  The ‘citizen-first’ 
approach to entitlements means that consultation with local people 
will be vital in developing and delivering cultural activities designed 
to take account of their wishes. 
 
Ministers expect that cultural planning activity will be undertaken in 
ways that can inform the Community Planning process.    
 

3. The Committee recommends that the 
Scottish Executive pilot a ‘themed funding’ 
approach to arts in the community, 
potentially via the Scottish Arts Council in 
the first instance, and that it share the results 
of its pilot with local authorities and the 
Parliament 

The Executive is fully committed to promoting 
community access to the arts.  The programme of 
Government says so, and we have a Partnership for a 
Better Scotland (PABS) commitment to “Develop 
national and local programmes for excellence in arts 
and culture.”   
 
The Scottish Arts Council’s Arts and Social Inclusion 
Scheme has to an extent been replaced recently by a 
new community arts initiative “Partners”, involving 
artists-in-residence.  “Partners”, a £1.4 million 
scheme, is specifically targeted at under-represented 
groups and includes a diverse range of arts activity.  
This scheme also supports Aim 1 in the Scottish Arts 
Council’s Corporate Plan to “Increase participation by 

The Committee will wish to note that “partners” is a National 
Lottery-funded initiative from the Scottish Arts Council giving 
communities with little or no experience of the arts new 
opportunities to engage with professional artists and participate in a 
high quality arts project. The scheme was established in 2004-05 
with a budget of £1.4 million to fund a range of artists in residence 
programmes across Scotland.  The initiative received a further 
£1,000,000 in 2005/06. 
 
The first round of residencies funded though partners were invited 
bids, with a further three competitive rounds receiving applications. 
During 2004-05 and 2006-07 over 70 residencies proposals were 
supported through partners, including many multiple residencies. 
  
The partners initiative allows artists working in a wide variety of 



EC/S2/07/6/7 

5%, especially opportunities for young people by 
supporting national networks of artists in the 
community/development posts, including 24 new 
posts prioritising work with under-represented 
groups.”  
 
That initiative will be valuable in exploring the theme 
of social inclusion.  Other ‘themes’, such as arts in 
health and in promoting improved environments 
through design, are explored and supported through 
other programmes operated by the Arts Council, and 
by initiatives developed through Ministers cross-
portfolio agendas.  The Executive and its agencies 
will evaluate these actions and the outcomes will 
certainly be disseminated as appropriate. 
 
The Cultural Commission’s review should also 
inform us about what works well, in pursuit of the 
Executive’s key objectives of access and excellence; 
and the specific guidance that is required by its remit 
should contribute substantially to our state of 
knowledge regarding how best to promote themes 
relevant to community arts 

disciplines to work in collaboration with communities and groups to 
develop a programme that meets their needs. As well as encouraging 
arts participation, the initiative supports artists to develop their own 
practice through paid time as part of the residency.  Artists are 
commissioned for various periods of time, from 3 months up to 
2 years, and in a variety of settings including:   prisons, healthcare 
practices, agricultural communities in the Islands, woodlands across 
the Highlands, primary and secondary schools across Scotland, and 
residential care accommodation for the elderly and disabled people.  
 
Through the funded projects, artists engage with a diverse range of 
communities and groups, including: refugee and asylum artists in 
Glasgow, the East Asian community in Edinburgh, adults with 
learning disabilities in East Lothian, homeless and at risk young 
people in Fife, children from disadvantaged communities across 
Scotland including Aberdeen, West Dunbartonshire, Easterhouse, 
Dumfries, Clackmannanshire, Stirling and Edinburgh, and older 
people in Falkirk. To date, artists have been commissioned to work 
with communities in over 22 local authorities across Scotland.  
 
Ministers have stated that the remit of the new cultural development 
agency, “Creative Scotland” will include the production, following 
consultation, of national guidance for all cultural providers and the 
sector on key matters such as: developing the contribution of the 
voluntary sector, and promoting diversity and inclusive audience 
development practice. 
 

4. The Committee recommends that the 
Scottish Ministers ask the Cultural 
Commission to investigate whether a duty on 
public bodies to consider arts activities and 
provision when developing mainstream 
policies would be an appropriate way to raise 
the status of arts and culture at local level, or 
whether other mechanisms would be more 
effective 

The Cultural Commission is considering the matter of 
cultural entitlements and ways to extend provision at 
all levels, across Scotland.  The Commission is also 
looking at the existing infrastructure supporting the 
delivery of culture.  Its specific remit to provide 
guidance on the responsibilities of public sector 
bodies should also elicit advice on ways to raise the 
status of arts and culture locally.  Like the Committee, 
the Executive looks forward to receiving this 

As mentioned above, the Draft Culture (Scotland) Bill and its 
accompanying statutory guidance (launched in December 2006 for 
consultation), seek to introduce a cultural planning approach for 
local authorities.  That should involve the use of cultural activity to 
achieve a wide range of objectives across the spectrum of local 
authority services.  To quote from the guidance, “cultural planning 
brings culture and cultural activity into the full range of service 
delivery that local authorities and their partners provide.”  
Ministers expect that cultural planning activity will be undertaken in 
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guidance, and the Commission’s comments on any 
suggestions for legislation 

ways that can inform Community Planning processes.  A copy of the 
draft statutory guidance has been sent to the Committee.  

5. The Committee recommends that the 
Scottish Executive consider the creation of a 
Creative Leader Award 

The Executive is keen to celebrate and recognise 
cultural and creative talent.  In 2004, we created a 
new accolade to recognising as our national poet, 
Edwin Morgan - “Scotland’s Makar”.  The Scottish 
Arts Council’s Creative Scotland Awards also reward 
achievement and give a unique opportunity to their 
recipients to demonstrate their acknowledged talents 
on projects of national significance.   
 
The Dewar Arts Awards, established by the Executive 
in 2001, are also an example of celebrating 
exceptional achievement.  These Awards aim to foster 
excellence in the arts by assisting exceptionally 
talented young people, with limited financial 
resources, to progress their talent to the highest level.  
There are also many other well established Scottish 
and UK awards and prizes for artistic, cultural and 
creative achievements by organisations, professional 
and non-professionals.  The Executive would not wish 
to duplicate the existing channels for recognising 
talent. 
 
We shall however, be interested to know the Cultural 
Commission’s views on ways to promote excellence.  
Its remit for its review reminds us that “The outcome 
of what may be a series of radical changes will be a 
nation that encourages the habit of creativity through 
the release and celebration of its citizens’ talents.”, 
and that “The test of the Commission’s work in the 
long-term will be the celebration of talent and 
evidence of enhanced creativity.  The Commission 
should imagine and describe how the nation might 
develop and direct such creativity in practical ways 
for the greater good.”   

The Executive notes this recommendation and is considering a 
scheme along these lines. We expect to make an announcement on 
this issue soon.   
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The Executive does not want to pre-empt the 
Commission’s recommendations by commenting 
further at this stage on new ways to highlight the 
wealth of burgeoning talent within Scotland creative 
and artistic community 

6. The Committee recommends that the 
Scottish Executive, together with CoSLA 
and local authorities and the Scottish Arts 
Council, should examine the spending 
patterns of local authorities on arts in the 
community, with a view to better 
understanding the types of provision, and the 
headings under which funding is provided.  
The Committee considers that this data 
would be helpful in underpinning local and 
regional funding partnerships 

The Executive’s joint guidance with CoSLA of March 
2003 recognised that effective planning of culture and 
leisure provision needs to be based upon good 
management information.  At the same time, the 
Guidance acknowledged that approaches to reporting 
on provision differed across the Scottish local 
authorities, and therefore it would be desirable to aim 
for a more consistent approach, to improve the 
national dataset. 
 
To address this, the Scottish Executive, in partnership 
with the Chartered Institute of Public Finance and 
Accountancy (CIPFA) and a working group of 
representatives of CoSLA, VOCAL, certain local 
authorities and members of the national cultural 
agencies, have developed a single survey form 
(replacing several pre-existing forms) to obtain 
information in a common format on expenditure 
committed to culture and leisure by local authorities.  
Community recreation and the range of local facilities 
hosting arts activities are all covered in the survey 
form. 
 
The new survey marks an important step forward for 
policy makers and culture and leisure service 
providers at both national and local levels.  We 
believe it will assist the planning of effective policies 
and provision from an established evidence base, be 
indispensable in providing a comprehensive picture of 
these local activities across Scotland, and helpful in 

As mentioned before, a new annual survey was developed with 
CIPFA to inform the planning of policies and provision using an 
established database that would provide a comprehensive account of 
expenditure and provision across the entire range of local 
authorities' culture and leisure services.  The findings from this 
survey are presented by CIPFA in an annual report, Cultural 
Statistics in Scotland. This publication contains an analysis of actual 
and estimated expenditure and income in Scotland on: sport, 
community recreation, parks and open spaces, arts, heritage and 
museums, tourism, libraries, archives, and other cultural activities, 
such as foreshore expenditure, promenades and piers, and gardening 
competitions. Non-financial information includes details on the 
number and size of facilities, and in the case of theatres, concert 
halls, exhibition spaces, arts centres, and museums and galleries, the 
number of events/performances/exhibitions and actual attendances.  
  
The new survey has received a good reception from local authorities 
– 100% response rate has been achieved for the last 2 returns.   The 
third report, Cultural Statistics in Scotland 2006, was published on 
16 February 2007. It is based on 2005-06 actual expenditure and 
2006-07 estimated expenditure. 
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assessing the outcomes and impacts of spending 
across the range of provision. 
 
CIPFA collect the information annually and will 
make it available on that basis to the Executive and 
subscribing local authorities and their representative 
bodies 

7. The Committee recommends that the 
Scottish Executive establish an expert 
working group to produce recommendations 
on funding, monitoring and evaluation 
systems for arts in the community 

The Executive agrees that monitoring and evaluation 
are critical – both in understanding the benefits of arts 
interventions, and in planning initiatives to have 
maximum impact.  “A Literature Review of the 
Evidence Base for Culture, the Arts and Sport 
Policy”, published by the Executive in August 2004, 
was undertaken to identify and document robust 
research evidence on the impact of these policy areas 
on individuals and communities, in a wide range of 
policy settings including health, education, social 
inclusion and justice.  The Review identified much 
useful research, and also certain gaps in the evidence 
base which if filled would help supply data over a 
longer time frame.   
 
The Review has informed the development by the 
Executive of a three year Research Strategy, and 
inspired the formation of a research network for those 
interested in and involved with arts, culture (including 
cultural tourism), and sport research.  The main aim 
of the new network is to examine ways to build the 
evidence base, and exchange knowledge on culture 
and sport research which will in turn inform forward 
business and research planning and collaboration in 
this area. 
 
The Executive has recently commissioned research on 
the concepts of quality of life and well-being, in the 
context of participation in the arts, culture and sport.  

Further work to update the Literature Review is currently being 
considered.   Meanwhile, the “Impact” database which the Executive 
funds the Centre for Cultural Policy Research at Glasgow University 
to produce, provides updated information on the impact of arts and 
culture on all areas of society, including communities.  The database 
can be accessed at:  www.culturalpolicy.arts.gla.ac.uk/
 
A commissioned study of “Quality of Life and Well-Being: 
Measuring the Benefits of Culture and Sport – a Literature Review” 
was published in January 2006.  The findings are available at:  
http://www.scotland.gov.uk/Topics/Research/Research/14478/22003
The review found that there is no standard, cross-disciplinary 
definition of either quality of life or well-being, and how QoL is 
measured relates to how the term is defined.  The review found that 
there is a paucity of empirical research in this area, and in particular 
on the impact on QoL of participation in culture and sport.  The 
researchers concluded that it was not possible to establish social and 
economic indicators to measure QoL and well-being in relation to 
culture and sport because the evidence supporting any causal link 
does not yet exist. 
 
With the establishment of Evaluation Support Scotland, there are 
now available a variety user-friendly evaluation toolkits, and other 
guidance to assist organisations in evaluating their projects.  To 
build on that advice for Ministers’ policy purposes, the Education 
Department’s Tourism Culture and Sport Analytical Services Unit, 
in collaboration with Cultural Policy Division, are currently 
completing an evaluation toolkit, which will be used and trialled in 

www.culturalpolicy.arts.gla.ac.uk/
http://www.scotland.gov.uk/Topics/Research/Research/14478/22003
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The main aim of this research is to explore ways in 
which the impact on quality of life and sense of well-
being through such participation can be identified and 
measured, both in social and economic terms.  The 
outputs will be disseminated through the new network 
to those engaged in delivering arts projects at 
community level. 
 
The Executive’s Research Strategy also identifies 
plans to develop a user-friendly, adaptable appraisal 
and evaluation guidance/toolkit, accessible on-line, to 
assist organisations in evaluating projects and 
programmes.  It will assist them to maximise 
community benefit from these projects and to provide 
information on ‘impact’ to funders.  The Executive is 
currently undertaking a review of existing appraisal 
and evaluation guidance, to identify existing ‘toolkits’ 
that might be adapted to produce a definitive 
evaluation tool 

the first instance by the Cultural Pathfinder projects which are 
exploring approaches to deliver cultural planning and entitlements,   
The toolkit will help those projects, initially, to plan, monitor, 
evaluate and report on their outcomes, and to evidence and share 
best practice. 

8. The Committee considers that the 
objectives of the working group should 
include the production of mechanisms to 
promote more mainstreaming of arts in the 
community funding as well as lighter touch 
monitoring methods.  These should not focus 
solely on numeric measures but should seek 
to develop more qualitative evaluation 
techniques 

The main aim of the Executive’s 2004 Literature 
Review was “to establish what cultural and sport 
research has been carried out that provides sound 
evidence of real benefits, both economic and social, to 
communities and individuals, with a view to 
informing future investment and strategies in these 
field”.  It is clear from the Review that quantitative 
research is often required to establish the extent of an 
issue (such as participation in cultural activities) 
whilst qualitative research is necessary to understand 
people’s attitudes, behaviour and barriers to 
participation and highlight what could be done to 
address such issues. 
 
The Executive notes the Committee’s comments on 
evaluation approaches that are overly bureaucratic 
and burdensome.  That point will be taken into 

ED’s Tourism Culture and Sport Analytical Services Unit, working 
with policy officials, have devised a Culture and Sport Module as 
part of the forthcoming Scottish Household Survey.  It will be used 
to gather Scotland-wide information on the level and frequency of 
participation in culture and sport, the barriers to participation and 
what would encourage people to participate more.  This is the first 
large quantitative survey of its kind to gather information on culture 
AND sport within the one survey, and will enable analysis to 
establish whether there is any link between participation in both 
areas activities.  First results from the Module will be available in 
2009.  Questions on culture ands sport will also be included in the 
main Survey. 
 
As indicated above, the Evaluation Support Scotland’s website 
provides user-friendly evaluation guidance for voluntary 
organisations (and funding organisations), and ESS as an 
organisation provides workshops to help organisations evaluate 
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account in developing the proposed guidance/toolkit, 
mentioned above.  The Literature Review has 
confirmed that qualitative evidence can also constitute 
robust feedback.  Nevertheless, an appropriate 
balance must be struck, so that the evaluation captures 
key information on the quality and impact of projects 
undertaken, which can inform the design of future 
initiatives and contribute meaningfully to the 
evidence base 

projects and initiatives.  That same approach has closely informed 
the new evaluation toolkit, which will be used initially by the 
Cultural Pathfinder projects. 

9. The Committee recommends that local 
authorities take the lead in developing local 
networks between public, private and 
voluntary arts practitioners 

The Executive agrees that local authorities have a key 
role to play in developing partnership links across the 
sectors, as was advocated in the 2003 guidance on the 
National Cultural Strategy. 
 
The Cultural Commission’s review is considering 
“the relationship between the sectors – public, private 
and voluntary.”   

Ministers’ new cultural policy, “Scotland’s Culture” acknowledged 
the already crucial contributions of these sectors and stated that 
Creative Scotland would have a remit to look at ways to develop and 
build on that.  
 
Also, the draft statutory guidance issued for consultation with the 
draft Culture (Scotland) Bill stresses often the contribution of these 
sectors amongst the wide range of parties which can help local 
authorities in their cultural planning and entitlements activity.  

10. The Committee recommends that the 
Scottish Executive explore the potential to 
expand opportunities to link volunteers from 
corporate Scotland to voluntary arts 
organisations 

Arts and Business (Scotland) provides services in the 
area of linking the business and arts sectors through a 
number of schemes.  Corporate Scotland’s 
engagement with the arts organisations through these 
schemes is ‘voluntary’.  The Executive fully 
appreciates the value of corporate Scotland’s links to 
the arts sector, and continues to encourage these. 
 
Recently, the Minister for Tourism, Culture and Sport 
hosted a reception for Arts and Business (Scotland) 
and guests from the business community to raise the 
profile and highlight the benefits to be gained from 
corporate engagement with the arts sector. 
 
The Executive understands that, in the consultative 
stages of its review, the Cultural Commission has 
engaged with the business community, the voluntary 

Arts and Business (Scotland) provides services in the area of linking 
the business and arts sectors through a number of schemes.  
Corporate Scotland’s engagement with the arts organisations 
through these schemes is ‘voluntary’.  The Executive fully 
appreciates the value of corporate Scotland’s links to the arts sector, 
and continues to encourage these. 
 
The Scottish Executive New Arts Sponsorship Awards were 
launched on 6 April 2006.  The Awards, to incentivise private 
sector sponsorship of the arts, make £350,000 available to the sector 
in both 2006/07 and 2007/08.  
 
This year, Arts & Business Scotland has celebrated 20 years of 
working to promote partnerships between business and the arts in 
Scotland.  By introducing a number of schemes Arts & Business 
Scotland have created opportunities for many businesses and arts 
organisations to form mutually beneficial partnerships.  The list of 
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arts sector and bodies such as Communities Scotland.  
The Commission’s remit explicitly requires it to 
examine the existing links between the sectors. 
 
The Executive will consider its response to the 
Commission’s report on these matters in due course. 

projects which are being sponsored as a result of the New Arts 
Scheme is impressive in  its diversity 
 
The Minister for Tourism, Culture and Sport has recently hosted 
several receptions for Arts and Business (Scotland) and guests from 
the business community to raise the profile and highlight the 
benefits to be gained from corporate engagement with the arts 
sector. 

11. The Committee recommends that local 
authorities look to develop charging policies 
which are sensitive to the needs of 
community arts organisations, including 
those which relate to Public Private 
Partnership arrangements 

The Executive is aware that the Cultural Commission 
has undertaken research into ways to expand the 
voluntary sector’s current contribution to cultural 
provision.  The Executive understands the point about 
charging for use of local facilities by local authorities 
and others, and look forward to seeing the 
conclusions from the Commission’s research study.  
Voluntary Arts Scotland was represented on the 
Advisory Group for the Commission’s research 

Ministers’ cultural policy statement mentions that Creative 
Scotland’s remit will include developing national guidance on ways 
to build the contribution of the voluntary cultural sector.  It will do 
this in dialogue with stakeholders.  Otherwise, dialogue between 
local authorities and the voluntary and community cultural sector 
should develop as cultural entitlements processes are taken forward. 
 

12. The Committee recommends that the 
Scottish Executive ensures that outreach 
work by National Companies is expanded 

The Executive is aware of the strength and quality of 
outreach and education work undertaken by the 
national arts companies, whose expertise in this 
activity is widely acknowledged.  The Cultural 
Commission’s remit requires it to consider “the 
designation ‘national’ and how it might be more 
appropriately determined;” and is to “give special 
consideration to the national companies and how their 
potential might be realised more effectively.”  We 
await with interest the Commission’s comments on 
these matters 

All 5 National Performing Companies currently undertake 
considerable outreach and education work, which they are working 
to develop and expand.  The Scottish Executive, in its new role as 
sponsor/funder of these Companies, will ensure that this work 
continues and grows.  The criteria for attaining and maintaining 
status as a National Performing Company will include a specific 
reference to this as one of the conditions of continued status." 

13. The Committee recommends that the 
Scottish Executive provide funding to 
support the dissemination of good practice in 
the arts in the community 

The Executive concurs fully regarding the value of 
good practice guidance, and will exhort the cultural 
agencies we fund to consider extending the good 
work they already undertake in this regard to embrace 
arts in the community.  This should be undertaken in 
collaboration with voluntary and community sector 
bodies 

As mentioned, the remit proposed for Creative Scotland includes a 
role to develop national guidance on strategic matters for the benefit 
of those making cultural provision and for the cultural sector. That 
range of guidance will include such things as inclusive audience 
development practice, developing the contribution of the voluntary 
sector and business sponsorship, and promoting diversity. 
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The Executive engages in helpful discussion, and working, with 
bodies such as Voluntary Arts Scotland.  For example, Cultural 
Policy and Community Planning officials recently contributed to a 
“Beginner’s Guide to Community Planning” that Voluntary Arts 
Scotland was producing to assist voluntary arts organisations.   
 
Learning and good practice from the cultural pathfinder projects will 
be collected and disseminated to all local authorities, to the cultural 
sector, and to other relevant sectors and organisations.  Meantime, 
some examples of local good practice have been collected and are 
provided on the “Arts and Culture” pages of the Executive’s website 
– with a template for others to complete and submit, describing the 
success of their projects, which others might wish to follow. 

 

http://www.scotland.gov.uk/Topics/ArtsCulture/CulturalPolicy/workinggroup
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3rd Report 2005: Restructuring Scotland's Tourism Industry: Report on the Review of Area Tourist Boards 
 

Main conclusions/recommendations Extract from the Executive response at the 
time of the report 

Update (to be completed by the Executive) 

21. The Committee concludes that there continues 
to be broad support for the general principle of 
restructuring the ATB networks and that, as the 
Committee concluded in June 2004, the new structure 
has the potential to create a more consistent and co-
ordinated service to improve support for tourism across 
Scotland. The Committee supports the general 
principles of the restructuring. However, the Committee 
will continue to monitor progress and examine whether 
the eventual structure delivers on the promised 
improvements to Scotland’s tourism industry in the 
coming months and years. 
 
 
 
 
 
 
 
 
 
 
 
 
 
51. The stated goal for the newly restructured 
tourism network is to grow the value of Scottish 
tourism by 50 per cent by the year 2015. It will be a 
number of years before it is evident whether this goal is 
being realised. At appropriate times, the Committee will 
evaluate the success of the network against this and 

I welcome the Committee’s support for the general 
principles of better integration of support for the 
tourism industry which lay behind the decision to 
merge the ATBs with VisitScotland.  The project to 
accomplish that was not without difficulty, but the fact 
that the transition to the integrated network on 1 April 
did on the whole proceed very smoothly is testimony to 
the overall effectiveness of the very hard work that 
went into its planning and implementation.  The re-
branding of all of VisitScotland’s area offices was in 
place on 1 April, and every member of staff of the new 
network had a job description or an interim workplan 
by then.  The great majority of the industry engagement 
team are now in place, along with a brochure 
production and distribution system, and sales of new 
marketing opportunities to tourism businesses for 2006 
have started well.  Indeed, there is some evidence that 
in particular areas, business enquiries about marketing 
opportunities are ahead of the position last year, with an 
increase in the number of tourism businesses wanting to 
buy in to national and even international marketing 
opportunities.  Across the network, take-up is running 
slightly ahead of business plan predictions. 
 
 
I note that your Committee will continue to monitor the 
delivery by the tourism network of the promised 
improvements to support for Scotland’s tourism 
industry in the years ahead.  I believe that we have got 
off to a good start, but agree entirely that 
VisitScotland’s performance should continue to be 

The Scottish Executive and VisitScotland have 
submitted a number of reports to the Committee on the 
progress VisitScotland has made as an organisation 
since its integration with the 14 ATBs on 1 April 2005, 
and will continue to do so.  
 
Integration of the tourism network has for the first time 
enabled VisitScotland to set up a database of every 
tourism business in Scotland.  This customer 
relationship management system enables the business 
relationship management team at VisitScotland to better 
target advice and support at the business best placed to 
benefit by it. 
 
In addition, VisitScotland has been able to make 
savings of over £1m a year in the running costs of the 
network.  These savings have been diverted into front 
line services such as marketing. 
 
The Executive published a Tourism Framework for 
Change (TFFC) in March 2006 after extensive 
collaboration with the industry as well as public sector 
partners.  The document sets out the overarching shared 
ambition of growing tourism revenues in Scotland by 
50% over the decade to 2015.  After making changes in 
the methodology of collecting visitor data, we now have 
an accurate measure of the value of tourism to Scotland 
for 2005, and this is the baseline against which to 
monitor future progress.  In 2005, the industry was 
estimated to be worth £4.2 billion per annum in gross 
revenue to the Scottish economy. 
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other targets. The Committee recommends that the 
Minister for Tourism, Culture and Sport provides 
regular statements on progress. 

monitored, as indeed has always been the case.  
VisitScotland has developed a Tourism Prospectus, 
which sets out how the 50% tourism growth ambition 
could be achieved. This identifies 5 levers that will 
influence growth.  During 2007/08 this will be used to 
guide tourism business and organisation to identify how 
they can support the growth ambition. 
  
The Executive determines VisitScotland’s performance 
framework in the light of Ministers’ wider strategic 
aims.  VisitScotland’s policy and performance 
framework within which it operates its objectives and 
key performance indicators are set out in its business 
plan. which is approved by Ministers.  The 
VisitScotland Board receives a report on progress 
against these objectives at each of its Board meetings, 
and Board Minutes are available on VisitScotland’s 
corporate website www.visitscotland.org.  In addition, 
two formal reports are submitted to the Board every 
year setting out the organisations performance against 
its Key Performance Indicators, while its overall 
performance against key targets is reported in its annual 
report and accounts which are published and placed in 
the Scottish Parliament’s Information Centre. 

25. The Committee agrees with the Minister for 
Tourism, Culture and Sport’s assessment and welcomes 
her comments that the restructuring process has not 
been as well-managed as it should have been. The 
Committee believes that it is crucial that the lessons 
regarding communication and staff morale learned from 
this first phase of the process are used by the Executive 
and VisitScotland and applied to the coming phases, 
particularly as the new network becomes operational. 
The Committee recommends that VisitScotland and the 
Minister pay particular attention to these issues in the 
future. 

I also agree with the recommendation in paragraph 25 
of your Report that we need to pay particular attention 
to communication and staff morale issues in any future 
projects of this kind. 

Reshaping 15 cultures into ‘one team for tourism’ is a 
long-term commitment for VisitScotland but it is 
pleased with the willingness of its staff to embrace this 
ethos.  They have pulled together, motivated by the 
vision of making Scotland’s tourism industry stronger.  
However, VisitScotland recognises that there is still a 
lot of work to be done in this area and, based on staff 
feedback, it has identified areas for improvement to 
focus on in 2006/07: Vision, Objectives & Strategies; 
Communication; Cultural Change; Resources & 
Relationships; Systems and Operational Management.  
 

http://www.visitscotland.org/
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New communication channels have been established, 
complementing existing ones such as team meetings, 
conference and video calls and team briefings.  They 
include staff briefings via webcast, a quarterly staff 
magazine, VS View and the development of the staff 
intranet.  Other activities in 2006-07 include: 
• Completion of job evaluation process for all  tourist 

information centre (TIC) staff 
• Harmonisation of conditions of employment 
• Launch of staff recognition scheme in March 2006 
• TIC staff conference in May 2006 
• Delivery of 153 in-house training programmes, 

including training for all staff on the new 
performance management system 

• Training of 12 internal assessors as part of the 
commitment to retaining IiP status 

 
In 2007-08 VisitScotland will work towards the 
Hospitality Assured standard – a nationally recognised 
customer service quality improvement scheme; support 
the bedding in of the new performance management 
system; roll out a culture change programme and 
continue working towards IiP retention. 

41. The Committee recommends that the Minister 
for Tourism, Culture and Sport and VisitScotland 
should pay particular attention to the operational 
structures to ensure involvement at the highest levels 
within the new network from the private sector, local 
authorities and the enterprise networks. How effectively 
these structures deliver on the promised improvements 
to tourism provision will be an important issue for the 
Committee in the future. 

I also note the recommendation in paragraph 41 about 
ensuring involvement with the new network from the 
private sector, local authorities and the enterprise 
networks.  As we indicated in evidence to the 
Committee, considerable work has gone into a co-
ordination agreement between VisitScotland and the 
enterprise networks.  A draft Agreement has been 
considered at Board level by VisitScotland and Scottish 
Enterprise, as a result of which further work to simplify 
and strengthen the co-ordination arrangements has been 
put in train.  But good progress has been made with 
setting up Area Tourism Partnerships in each area, with 

It is now easier than ever for businesses in every area of 
Scotland to engage with VisitScotland, and they will 
receive the same high level of service throughout the 
country.  The VisitScotland network allows the sharing 
of best practice, which means that every business has 
access to a variety of expertise and opportunities, 
including new marketing opportunities.  Levels of buy 
in to these services remain high, with VisitScotland 
earning more than £7m a year from sales of services 
and joint marketing opportunities, notably with the 
airlines and Highland Spring. 
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strong input from businesses, local authorities and the 
enterprise network as well as from VisitScotland.  And 
at national level, there are now 2 Chairman’s 
Committees of the Board of VisitScotland meeting, 
covering business and local authority interests in 
tourism respectively.  I very much agree with the 
Committee’s view of the crucial importance of 
involving these stakeholders at the very highest level, 
and once again I believe that a good start has been made 

VisitScotland’s partnerships with local authorities as 
well as tourism businesses are significant features of 
this new capability.  It has funding agreements with 21 
Councils, with a total value of over £5m in 2006-07.  
VisitScotland is currently awaiting final agreement with 
nine Councils, with a funding value of over £525,000.  
Two Councils are not providing any funding (East 
Dunbartonshire and East Renfrewshire). Total projected 
funding for 2006-07 is £6,557,536 against a target of 
£6.6m. 
 
Area Tourism Partnerships (ATPs) were formed as part 
of the VisitScotland network integration project and are 
designed to maintain engagement of all tourism 
interests at a local level, including businesses, local 
authorities and the enterprise networks.  There are 
currently 16 ATPs covering almost the whole of 
Scotland involving in the region of 250 individuals, 
with approximately half representing tourism 
businesses and the remainder representing a cross 
section of the public sector.  The Tourism Framework 
for Change states that ATPs “will play a key role in 
driving and supporting change at local levels”. 
 
ATPs have the following main roles: 
 
• oversee production and implementation of local 

Tourism Action Plans; 
• identify local issues, needs and priorities and feed 

these into the national tourism strategy and review 
local alignment on an ongoing basis; 

• act as a ‘voice’ for local tourism; and, 
• monitor and report on performance of local 

Tourism Action Plans. 
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Good progress has been made with Area Tourism 
Action Plans. The Plans interpret the Tourism 
Framework for Change based on local needs and 
agendas, and propose local actions to deliver the 
national agenda and targets.  
 
The Executive and VisitScotland work increasingly 
closely with both enterprise networks in the areas of 
tourism skills and product development.  
VisitScotland’s relationships with the Enterprise 
Agencies have been significantly strengthened over the 
past 12 months through the introduction of a joint 
quarterly Chairs and Chief Executive’s meeting. 
Operational activity likewise is much more coordinated 
through the work of a small tourism task group and a 
destination development group which links the outputs 
of VisitScotland’s consumer research with that of the 
Enterprise agencies destination development activity. 
 
In addition, the enterprise agencies take forward work 
on improving the tourism sector’s levels of skills and 
training. 

44. The Committee welcomes the Minister’s 
assurance that she will look at the merits of co-location, 
if appropriate, between TICs and other relevant 
organisations.  
 
45. Furthermore, the Committee believes that the 
current local area tourist boards are a repository of a 
significant amount of skills and knowledge. It will be 
important that in any new structure for tourism in 
Scotland, VisitScotland does not lose this local 
expertise in its drive for increasing professionalism in 
the sector. 

Clerk’s note: No specific response was offered in the 
Executive’s letter to the Committee outlining its view 
on the inquiry report 

The TIC network has always been responsive to the 
changing needs of visitors.  VisitScotland pursues co-
location when appropriate; it has opened a partnership 
TIC in Wick with a local business and is currently in 
discussion with Angus Council over the co-location of a 
number of TICs within council facilities.  A number of 
neighbourhood information points (NIPS) have also 
been installed in locations such as Baxter’s at 
Tullibardine and in a post office in Auchterarder. 
 
VisitScotland is committed to operating a highly 
decentralised network with less than 15 per cent of jobs 
in its Edinburgh HQ.  It has retained local knowledge, 
with strong multi-functional teams set up in network 
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offices across Scotland and in London, and it is easier 
for this knowledge to be shared across the network. 
 
VisitScotland continues to build on well developed 
sectoral and product development initiatives, such as 
the Tourism Innovation Group and Pride and Passion, 
which receive support and in some cases funding from 
the 3 agencies. VisitScotland’s relationship with 
Scottish Enterprise and Highlands and Islands 
Enterprise is managed by its Director of Strategy, 
Partnerships and Communications, with meetings being 
held with each agency beyond the immediate tourism 
portfolio.  Joint planning between Scottish 
Development International and VisitScotland’s 
International Marketing and Business Tourism Units is 
beginning to deliver efficiencies, greater focus and 
clarity in core and developing markets. 
 
VisitScotland’s client management arrangements ensure 
that it has strong strategic and commercial relationships 
with a host of other organisations including the Scottish 
Tourism Forum, COSLA, Scottish Natural Heritage, 
Historic Scotland, Scottish Development International 
and the National Trust for Scotland.  In the year ahead 
VisitScotland plans to build on relationships with other 
departments of the Scottish Executive including the 
International Division, Environment, European Funds, 
Transport and Finance/Procurement.  Local Authority 
partnerships will be supported by a simplified system of 
reporting and monitoring being developed jointly 
between VisitScotland and SLAED.  VisitScotland will 
also provide greater clarity on how it is using local 
authority funding to support local activity via the 
VisitScotland network offices.  VisitScotland’s Local 
Authority Chairman’s Committee and National 
Convention continue to be important communication 
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channels and assist their joint working with Local 
Authorities throughout Scotland.   Partnership working 
is set against a background of a reducing financial input 
by local authorities to VisitScotland. 
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6th Report 2005: Report into the Implications of BBC Scotland's Internal Reviews 
 

Main conclusions/recommendations Extract from the Executive response at the 
time of the report 

Update (to be completed by the Executive) 

(22) From the evidence heard, the Committee is not 
convinced that BBC Scotland can guarantee that both 
technical and programme quality can be maintained and 
indeed increased following any of the changes 
proposed. 

The Scottish Executive engages regularly with BBC 
Scotland Senior Management to discuss a variety of 
broadcasting issues, including the implications of the 
BBC Scotland internal reviews. BBC Scotland has 
assured us that the purpose of the proposed 
restructuring is to ensure maximum value for money for 
licence payers and to release funds to improve services.  
 
The internal reviews at BBC Scotland are part of a 
series of BBC UK internal reviews to examine ways by 
which the BBC will be able in future to better serve 
viewers and listeners across the UK.  BBC Scotland 
stands to benefit significantly from additional 
investment as a result of the wider BBC restructuring 
proposals.  Developments of key interest to Scotland 
are:  
 
• network production in Scotland, Wales and 

Northern Ireland will rise by 50%, taking it to 17% 
of the BBC’s total network production 

• increase in drama production from 30% to 50% 
outside London  

• a comedy and entertainment commissioner will be 
based in Glasgow 

• local and regional services will be enhanced 
 
BBC Scotland is well placed to benefit from these 
developments and the Executive will work with them 
where we can to support this outcome.  
 

The Scottish Executive engages regularly with BBC 
Scotland’s senior management to discuss a variety of 
issues, including the implications of internal reviews.   
BBC Scotland has advised that it is currently engaged 
in work to re-engineer its business and production 
processes. This work, in turn, will allow the 
organisation to maximise the value of the forthcoming 
move to the new headquarters at Pacific Quay (to be 
completed by August 2007) and, in turn, the value 
which audiences will be able to derive from output. 
 
The introduction of new digital television and radio 
production systems will allow for more efficient 
working and will provide a production base on which 
BBC Scotland can build its future business. The 
systems – and the new Pacific Quay facility - will allow 
for greater collaboration, on site, with colleagues and 
with external organisations across Scotland. Pacific 
Quay will also act as a development hub for high 
definition television production, which, it is foreseen, 
will also act as a stimulus for increased network 
business. 
 
The Scottish Executive will continue to monitor the 
outcomes of the restructuring at BBC Scotland and 
continue our regular discussions about potential 
improvements in terms of serving the Scottish public. 
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The Scottish Executive will continue to monitor the 
outcomes of the restructuring at BBC Scotland and 
continue our regular discussions about potential 
improvements in terms of serving the Scottish public. 

(23) The Committee considers that planned reductions 
in staffing levels within BBC Scotland of 195 posts 
over three years are significant. 

The Scottish Executive places real importance on 
maintaining and growing the creative industries sector 
in Scotland.  The BBC’s continued commitment and 
drive in this area will be vital in helping the sector 
realise its full potential.  The Executive is obviously 
concerned about anything that might adversely impact 
on the sector but understands that the BBC must take 
decisions to enable it to provide an efficient and 
effective service to licence payers. 
 
Ministers have discussed the scale and nature of the job 
losses with BBC management.  They have been assured 
of the BBC’s absolute commitment to the maintenance 
of programme quality. 

Post reductions have, on the whole, been achieved 
through natural wastage, TUPE and through vacant 
posts remaining unfilled. To date, only 12 posts have 
been lost as a result of compulsory redundancy. 

(35) The Committee believes that the proposals by BBC 
Scotland to increase the volume of the BBC’s non news 
TV output that must be provided by independent 
producers will not necessarily be of benefit to 
Scotland’s creative industries and could lead to a loss of 
“critical mass”. Although a small number of 
independent companies based in Scotland could benefit 
from what is being proposed, the Committee considers 
that there is no guarantee that the flow of money and 
resources will remain within Scotland and this could be 
to the longer term detriment of Scotland’s creative 
industries. 

The Scottish Executive is committed to developing 
Scotland as a production centre for film, television and 
new media.  Scotland has a strong independent 
production base which stands to benefit from the new 
and increased production opportunities presented by the 
BBC’s plans to increase programme commissions from 
independent producers.   
 
In the context of the BBC’s intention to place a comedy 
and light entertainment commissioner in Glasgow, to 
increase production in Scotland, Wales and Northern 
Ireland by 50%, increase drama production outside 
London from 30% to 50% and Ofcom’s intentions to 
increase levels of production outside London for the 
ITV network and to improve dispersal of out-of-London 
production, including to the Nations, this is a great 
boost for the creative industries in Scotland and we now 

The Executive continues to be committed to this 
development and officials have met with the BBC to 
discuss this issue.  PACT Scotland is also monitoring 
Scotland’s independent production sector and the BBC 
Out-of-London strategy.  
 
BBC Scotland works with around 50 independent 
television and radio companies each year, the vast bulk 
of which are located within Scotland (and most of 
whom are located only within Scotland). BBC Scotland 
is firmly committed to the enhancement and growth of 
the independent sector and warmly embraces all 
opportunities to work with independent programme and 
content providers. That commitment is to a 
strengthened sector across the whole of Scotland. 
 
In particular, it is foreseen that three key factors will 
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have an opportunity to build an even more successful 
television production sector for the future. 
 
Scottish independent production companies have 
historically been disadvantaged by the majority of 
commissioners being located in London and many 
creative and skilled practitioners from Scotland have 
inevitably been drawn London to pursue careers. The 
increased opportunities for independent production 
companies presented by the location of a commissioner 
in Scotland and the BBC plans to increase the 
proportion of its output from independent producers 
will help keep talent in Scotland and help build up the 
critical mass necessary to build a thriving indigenous 
production industry.  Given the Ofcom criteria for 
qualifying as a ‘Scottish production’ as set out in BBC 
Scotland’s additional written evidence, the Executive 
believes this represents a significant opportunity for the 
creative industries in Scotland. 
 
The Screen Industries Summit Group (SISG) was 
established to report to Scottish Ministers.  SISG is a 
cross-industry group which seeks to increase network 
and international presence and growth in production 
across all areas of the screen industries in Scotland, 
including television broadcasting and production levels.  
SISG is particularly keen to see an expansion of 
Scotland’s share of television production across the UK 
networks and is confident that the necessary conditions 
exist in Scotland to achieve and sustain a critical mass 
as a thriving production centre.  While SISG takes a 
neutral stance about the relative merits of BBC in-house 
versus external production, it recognises that a 
significant expansion of the independent sector will be 
necessary to achieve critical mass.  SISG believes this 
is an area of both existing and even greater potential 

assist in this respect: 
 
• the move to Pacific Quay, which, as Britain’s most 

technologically advanced, fully digitised broadcast 
centre, will act as a magnet for a range of  on-air, 
production and support talent; 

 
 
• BBC Scotland’s determination to extract the 

maximum value from the BBC's ‘Out of London’ 
strategies, which will increase the production 
opportunities available, in-house and for 
independent companies; 

 
 
• the development work to establish a Gaelic Digital 

Service, in tandem with the Gaelic Media Service, 
will open up additional opportunities for the 
independent sector. 

 
The Screen Industries Summit Group continues to meet 
regularly and met with the Deputy First Minister and 
Minister for Tourism, Culture and Sport last year. SISG 
continues to focus on how best the screen industries can 
expand and how best to promote Scotland as a 
production centre.  The Executive is also looking into 
how the creative industries are supported and how this 
can be improved as part of the work around the draft  
Culture (Scotland) Bill and the establishment of 
Creative Scotland 
 
The BBC Charter Review was completed and the new 
charter published on December 2006. The Executive is 
content with the focus of the new Charter.  
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strength for the industry in Scotland. 
 
The Executive is grateful for the ongoing work of SISG 
to increase growth in production across all areas of the 
screen industries in Scotland. 
 
The Scottish Executive is working with the Department 
for Culture, Media and Sport (DCMS) to ensure they 
are aware of the outcomes we want to see from the 
BBC Charter Review and to highlight the potential for 
improvement in terms of serving the Scottish public.  
The Executive is pleased that the BBC Charter Review 
Green Paper, published earlier this year, recognises that 
“Beyond programming, the BBC should also make sure 
its contribution to UK production furthers the economic 
development of the UK beyond London” and that this 
means the BBC should support a range of production 
centres across the UK.   The Green Paper also notes that 
“Thriving production centres bring jobs and revenue to 
their region, and where there is a critical mass of 
activity they promote the growth of other creative 
industries, too.” 
 
The Executive will continue to work with DCMS, the 
BBC, SISG, Ofcom and the other broadcasters in the 
UK to ensure that the conditions exist to allow 
Scotland’s television production sector and creative 
industries to flourish. 

The Executive will continue to work with DCMS, the 
BBC, SISG, Ofcom and the other broadcasters in the 
UK to ensure that the conditions exist to allow 
Scotland’s television production sector and creative 
industries to flourish. 

(36) While recognising the key role that the BBC plays 
in providing a training resource, the Committee 
believes that the training of the current and future 
workforce within the creative industries should not be a 
matter for BBC Scotland alone. The Committee 
considers that there should be a more equitable 
investment between BBC Scotland and other major 
companies in the initiatives and programmes that train 

The Scottish Executive agrees with the Committee that 
the training of Scotland’s audio visual workforce should 
not be a matter for BBC Scotland alone.  This is why 
the Government has provided substantial resources 
towards the development of the Skills for Business 
Network, which includes Skillset, the Sector Skills 
Council (SSC) for the audio visual sector.  One key 
goal for Skillset, like all SSCs, is to increase 

BBC Scotland works closely with Skillset and is 
represented on the Scottish Industry Skills Panel.  
Training and Development is very important to BBC 
Scotland and we are committed to ensuring that, 
alongside other broadcasters and training providers, we 
train not only BBC Scotland employees but the wider 
creative community in Scotland (who may either work 
for the BBC in a freelance capacity or, indeed, provide 
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people within these industries, such as Skillset (the 
Sector Skills Council for the Audio Visual Industries). 
This is a matter that the appropriate agencies of the 
Scottish Executive should examine. 

opportunities which boost the skills and productivity of 
everyone in the sector's workforce.   
 
Skillset also acts as a conduit to bring all parts of the 
industry together through the Scottish Industry Skills 
Panel, which includes broadcasters, trade unions, the 
Enterprise networks and other key Scottish employers.  
The aim of the Skills Panel is to encourage and 
influence the delivery of training and vocational 
education provision which meets the needs of the 
Scottish audio visual industries.   
 
Skillset is also one of four “Pathfinder” SSCs 
developing a Sector Skills Agreement (SSA), which are 
specifically designed to deliver action to meet priority 
skills needs that will drive improved business 
performance.  They provide a means whereby 
employers and employees in the audio visual sector can 
identify skills and productivity needs, the action they 
will take to meet those needs, and how they will 
collaborate with funding bodies and providers of 
education and training so that skills demand can 
directly shape the nature of supply.  SSAs are funded on 
a UK- wide basis however the Scottish Executive is 
providing an additional £50,000 to each SSC 
developing a SSA to allow each one to carry out 
additional work in Scotland which ensures that each 
SSA truly addresses the skill needs in Scotland. 

content for transmission on BBC services). 
 
Skillset successfully completed their SSA in January 
2004. Skillset are committed to their remit of increasing 
the opportunities that boost the skills and productivity 
of everyone in the sector’s workforce.  
 
Scottish Screen has delegated their training 
responsibility and resources for those in the screen 
industries to Skillset to improve the skills of freelancers 
and businesses in Scotland. This is with a view to 
developing a more sustainable screen industry in 
Scotland. 
 
Skillset, in conjunction with Napier University and 
Edinburgh College of Art, have worked to open a 
Screen Academy in Edinburgh. This academy provides 
first class facilities for teaching and learning for all 
current and potential media employees. 

(41) The Committee recognises the vital role that the 
broadcasting sector plays in defining and projecting our 
culture and national identity. It will be important to 
ensure that any of the reforms being proposed by BBC 
Scotland do not prejudice its role in this respect. The 
Committee considers it important that BBC Scotland is 
able to articulate a clear strategy in terms of its 
contribution to Scottish broadcasting, the creative 

While broadcasting is a reserved matter, the Scottish 
Executive recognises that it has a central part to play in 
Scotland’s cultural and civic life.  Broadcasting is 
extremely important to Scotland’s national identity, and 
the projection of Scottish creativity and diversity of 
cultures, to itself, to the UK, and to international 
audiences.  The BBC is a unique institution which 
makes a significant contribution to our quality of life in 

BBC Scotland is fully committed to nurturing and 
building appreciation of traditional and contemporary 
culture among local, national and international 
audiences. In so doing, it offers opportunities for the 
expression of the best of Scottish creativity, across 
genres and across broadcast platforms. 
 
This commitment is clearly delineated in the 
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industries and Scottish culture in the future. Scotland and the UK. 
 
The Scottish Executive believes that Scotland’s cultural 
identity and diversity would be better reflected by all 
broadcasters through high quality programmes across 
all genres that are commissioned and produced by a 
thriving Scottish production industry.  That is why, as 
outlined above, we are working with SISG, DCMS, 
Ofcom and the broadcasters to increase Scotland’s 
share of television production across the UK networks 
and help build up the critical mass necessary to build a 
thriving indigenous production industry.   
 
The next BBC Charter will set out the role, function and 
governance for the BBC for the 10 year period starting 
on 1 January 2007.  DCMS held a consultation on 
proposals for the Charter set out in the BBC Charter 
Review Green Paper published earlier this year.  In our 
response, the Scottish Executive welcomed the way that 
the Green Paper recognises the different circumstances 
in the devolved Nations of the UK and the broad 
obligations proposed for the BBC concerning 
production, news and programming for the Nations and 
regions.  We will continue to work with DCMS to 
ensure the Charter White Paper does not diminish these 
obligations.  The Executive will continue to engage 
with the BBC to ensure it honours its obligations in 
Scotland.  
 
We agree that it is important that BBC Scotland is able 
to articulate a clear strategy in terms of its contribution 
to Scottish broadcasting, the creative industries and 
Scottish culture in the future.  We will continue to work 
with BBC Scotland to discuss potential improvements 
in terms of serving the Scottish public and the interests 
of Scottish viewers and its role in developing the 

organisation’s response to the new BBC Charter and 
Agreement (in particular, in terms of fulfilling the 
requirements of the BBC Scotland Service Licences, in 
its Statements of Programme Policy and in responding 
to the BBC’s clearly defined Public Purposes).  
 
Programme output in 2007 reflects this commitment, 
with, for example, programmes and content, on 
television, radio and online, celebrating the Highland 
Year of Culture and Scotland’s Music 07. 
 
The organisation’s overarching vision – ‘to create great 
content, lived and loved by all’ – underpins its strategic 
business and editorial direction and aligns with the 
overall BBC strategic direction. 
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creative industries in Scotland. 
(42) In terms of proposals to reform BBC Scotland’s 
news coverage, the Committee believes that a balance 
needs to be struck in the future to ensure any ‘localised’ 
news programme covers both national stories and local 
stories that are in the national interest. The Committee 
welcomes proposals to increase BBC Scotland’s ability 
to cover more ‘local’ stories from across Scotland but 
does not want to see the model used for regional news 
in England replacing current practice. 

The Scottish Executive wants to see relevance, quality 
and depth of Scottish news and current affairs coverage 
delivered to the Scottish people, the UK and 
internationally, with balanced and objective reporting of 
all aspects of Scotland and Scottish life.  We wish to 
see the BBC reaffirm its position as a standard setter for 
the highest quality broadcasting in these respects.   
 
At a meeting with the Minister for Tourism, Culture 
and Sport on 23 May 2005, Ken McQuarrie explained 
that the BBC intend to have more journalists spread 
across Scotland, not only to cover local news, but also 
to allow greater coverage of stories from all parts of 
Scotland which may be of interest nationally and to 
feed in the views of different areas of Scotland on 
stories of national interest.   
 
The Scottish Executive thinks the BBC proposals for 
local news are attractive and have the potential to 
provide a much improved service for Scottish viewers. 

BBC Scotland has recently employed text journalists to 
contribute to its ‘Where I Live’ online sites, which now 
offer news, sport and features, including audio and 
video content, to local communities across Scotland. 
News stories gathered for this purpose also feed in to 
the national television and radio news bulletins.  
 
Work is ongoing to develop a local television services 
proposal, which would most likely be subject to a 
Public Value Test and to the approval of the BBC Trust.  

(44) The Committee is not convinced on the limited 
evidence heard so far that the proposed ‘Out of 
Glasgow’ strategy will have the success promised. The 
Committee is also concerned as to the proposed 
representation on the project group that BBC Scotland 
has established to look at diversification across 
Scotland. 

As noted above, the Scottish Executive is committed to 
developing Scotland as a production centre for film, 
television and new media.  Given the work of Ofcom to 
increase levels of production outside London for the 
ITV network and to ensure the maintenance of 
substantial production bases in both the STV and 
Grampian licence areas, the BBC Scotland ‘Out of 
Glasgow’ strategy has the potential to complement this 
work and help spread the economic benefits of a 
thriving production sector across Scotland. 
 
Scotland has historically been disadvantaged by the 
dominance of London as the UK’s television production 
centre and it is important that in developing the 

BBC Scotland is committed to its ‘Out of Glasgow’ 
strategy. This is evinced, for example, in the recent 
employment of text journalists around the country, in 
the major refurbishment of premises such as those in 
Inverness and the opening of new premises in Selkirk, 
in the move of the post of Head of Radio to Inverness, 
in the significant increase in television commissions 
and output from Aberdeen, etc. Additionally, the new 
digital television and radio production systems were 
piloted in locations outside of Glasgow to ensure that 
centres elsewhere in Scotland would be able, from the 
outset, to derive maximum benefit from enhanced 
digital connectivity with the new Pacific Quay facility. 
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television production sector in Scotland we do not 
emulate this by focusing solely on Glasgow.  
Production centres bring jobs and revenue to their 
region and it is important that these benefits are spread 
across the country. The Executive welcomes moves to 
develop a number production bases across Scotland.  It 
is also important that creative and skilled practitioners 
are able to pursue careers in this field closer to home, or 
in places other than Glasgow, if they so choose 
 
Furthermore, we want to see greater broadcast content 
with an accurate portrayal of the many facets of 
contemporary Scotland as a place to live, work, study, 
do business, invest and visit.  It is important that 
broadcasters do not merely focus on Central Belt issues 
but should attempt to reflect the different Scottish 
regions to the Nation.  The best way to fully reflect this 
diversity is through supporting vibrant production 
centres across the country. 

The Executive is supportive of screen industries 
productions sectors flourishing outside Glasgow. The 
development of a Gaelic digital television channel and 
the programming requirements of the new channel will 
make a significant contribution in this area.   

(48) It is not appropriate for the Committee to make any 
comment on detail of the level of efficiency savings 
being proposed, the process of reinvestment or the 
nature of which posts are to be cut. These are 
operational matters for BBC Scotland. Nevertheless, the 
Committee has major concerns at the current state of 
play. 
 
(49) The Committee understands the strength of feeling 
that employees in BBC Scotland have over the 
proposals being put forward. Equally, the Committee 
recognises that the BBC and BBC Scotland must 
respond to the future challenges posed by digital 
switchover and by the need to offer value for money in 
terms of its operations. 
 
(50) Finally, the Committee considers it important that 

The Scottish Executive agrees that decisions about 
efficiency savings are matters for the BBC.  The 
Scottish Executive is pleased to note that the BBC and 
the unions have entered into discussions about the 
implementation of the proposed changes. 

In undertaking the necessary actions to achieve 
efficiency savings, BBC Scotland has remained fully 
focussed on the need to ensure quality of service to 
audiences is not degraded.  We envisage that ongoing 
work in preparation for digital switchover, along with 
the opportunities which new technologies and new 
facilities will bring, will enhance the service which 
BBC Scotland is able to offer all of its audiences. 
 
To ensure maximum benefit can be derived, as noted 
above, open, honest and regular communication and 
dialogue are integral to our interactions with staff, 
unions and all other stakeholders. 
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the BBC at both Scottish and UK level and the relevant 
trades unions make every effort to avoid prolonged 
conflict and industrial action and that the former enters 
into meaningful negotiations with its employees on the 
reforms being proposed. 
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Introduction 
 
1. As part of its process to leave a legacy for a successor committee(s) in the 

Scottish Parliament, the Enterprise and Culture Committee has been 
taking evidence on the ways of tackling employability and reducing the 
numbers of those in Scotland not in employment, education or training 
(NEET). 

 
2. To inform this work, the Committee held a roundtable on 5 December 

2006 where a series of experts gathered together to discuss public policy 
and, particularly, what more should be done and how.  Present at the 
roundtable were— 

 
• Margaret Murphy, Manager (Edinburgh), Fairbridge Scotland 
• Bill Eadie, Head of Support and Development, Children’s 

Services, Stirling Council 
• Ken Milroy, Chief Executive, Aberdeen Foyer 
• Charlene O'Connor, Senior Director Skills and Learning, 

Scottish Enterprise 
• Eddy Adams, Eddy Adams Consultants Ltd 
• Laurie Russell, Chief Executive, the WISE Group 
• Jim Sweeney, Chief Executive, Youthlink Scotland 
• Professor Alan McGregor, Training and Employment Research 

Unit, University of Glasgow 
• Linda Prattis, External Relations Manager, Job Centre Plus 

Scotland 
• Lillias Noble, Head of Learning Connections, Communities 

Scotland 
• Dave Petrie MSP, Vice-Convener of the Scottish Parliament’s 

Cross-Party Group on Young People in Scotland Not in 
Education, Employment or Training (NEET). 

 
3. This roundtable was followed by a discussion on 23 January 2007 with two 

ministers in the then Scottish Executive – Rhona Brankin MSP, Minister for 
Communities and Allan Wilson MSP, Deputy Minister for Enterprise and 
Lifelong Learning. The purpose of this discussion was to follow-up the 
points raised during the roundtable and seek the response from 
government. 

 
4. This note from the clerk is the culmination of the legacy process. It 

summarises the current debate on employability and economic inactivity. It 
sets out what was government policy at the time and, critically, it provides 
analysis and advice to a successor committee(s) as it begins to consider 
its work programme for the remainder of 2007 and beyond. 

1 
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Key facts and figures 
 
Definitions 
 
• Employability is about an individual’s ability to gain, and be successful in, 

employment. NEET is a term used to describe people who are not in 
employment, education or training 

 
• Economically active is a category that refers to people, of working age, 

who are employed and unemployed. Between July and September 2006, 
the economic activity rate was 79%, the employment rate was 75.2%, the 
unemployment rate was 5% (of people who were economically active). 
Economic inactivity refers to people, of working age, who are neither in 
employment nor unemployed. Between July and September 2006 the 
economic inactivity rate was 21%  

 
Statistics 
 
• In Scotland, of the 640,000+ people who are defined as economically 

inactive, over one-third are long-term sick, just over one-quarter are at 
home with caring responsibilities, one-in-five are students and nearly one-
in-ten is retired. 

 
Figure 1: Economic inactivity by reason 

 

 

Long term 
sick 
35%

Looking after 
family/home

26%

Student
20%

Other 
9%

Retired 
8%

Temporarily sick
2%

Source: Office of National Statistics (2006). 
 
• Nearly 50% of 16-17 year olds are economically inactive. Additionally, the 

next significant group of people are the near 30% of the 50+ age range 

2 
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and the near 20% of 18-24 year olds. In Glasgow, nearly 50% of the 50+ 
age group is economically inactive. 

 
Table 1: Economic inactivity by age group for the period July to 
September 2006 
 
 16-17 18-24 25-34 35-49 50-64(m) 

50-59 (w) 
16 – 
59/64 

Level 
 57,000 95,000 95,000 167,000 226,000 641,000 

Rate (% of 
age group) 44.8 20.4 15.5 14.4 27.9 20.1 

Not seasonally adjusted. 
Source: Office of National Statistics (2006). 
 
• In 2005, 14% (36,000) of young people aged 16 to 19 were NEET, this 

includes people who are unemployed, are not available to work and those 
not seeking work 

 
Table 2: Proportion of 16 to +-19 year olds who are NEET by area 2004-
2005 
 
Area  Proportion of NEET 
Whole of Scotland  14.0% 
15% most deprived areas in Scotland  29.9% 
Large urban areas  17.5% 
Other urban areas  13.0% 
Accessible small towns  13.1% 
Accessible rural   11.9% 
Remote small towns * 
Remote rural  * 
* Estimate is below the reliability threshold.  
Source: Scottish Executive (2006). 
 
Other notes 
 
• The groups of young people most at risk of becoming NEET were 

identified as carers, teenage parents, homeless people, people in care or 
care leavers, people with learning difficulty, disability or mental illness, 
people who misused drugs or alcohol and people involved in offending. 
The proportion of young people who are NEET also varies by area 

 

3 
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Current public policy 
 
5. There are three main strands to current government policy in the areas of 

employability and NEETs. These are: 
 

• Closing the opportunity gap – the overarching strategy to tackle 
deprivation1 

• Workforce plus – the Scottish Executive’s framework for 
employability2 

• More choices, more chances – a specific strategy aimed at 
those not in employment, education of training3 

 
6. An overview of each of these strands, provided by the Parliament’s 

research services (SPICe) is set out below. 
 
Closing the Opportunity Gap 
 
Closing the Opportunity Gap (CtOG) is the overarching Scottish Executive 
strategy to tackle deprivation. The aims of CtOG are to:  
 

• prevent individuals or families from falling into poverty 
• provide routes out of poverty for individuals and families 
• sustain individuals or families in a lifestyle free from poverty 

 
The CtOG objectives are to:  
 

• increase the chances of sustained employment for vulnerable 
and disadvantaged groups 

• improve the confidence and skills of the most disadvantaged 
children and young people 

•  reduce the vulnerability of low income families to financial 
exclusion and multiple debt 

• regenerate the most disadvantaged neighbourhoods 
•  increase the rate of improvement of the health status of people 

living in the most deprived communities 
•  improve access to high quality services for the most 

disadvantaged groups and individuals in rural communities 
 
These objectives are underpinned by a number of targets. The key targets in 
relation to employability are:  
 

•  Target A: Reduce the number of workless people dependent on 
Department of Work and Pensions (DWP) benefits in Glasgow, 
North and South Lanarkshire, Renfrewshire and Inverclyde, 
Dundee, and West Dunbartonshire by 2007 and 2010 

                                                 
1 http://www.scotland.gov.uk/Topics/People/Social-Inclusion/17415/opportunity 
2 http://www.scotland.gov.uk/Publications/2006/06/12094904/14 
3 http://www.scotland.gov.uk/Publications/2006/06/13100205/16 

4 
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•  Target B: Reduce the proportion of 16 to 19 year olds who are 
not in education, training or employment by 2008 

•  Target C: Public sector and large employers to tackle aspects of 
in-work poverty by providing employees with the opportunity to 
develop skills and progress in their career 

•  Target G: By 2007 ensure that at least 50% of all "looked after" 
young people leaving care have entered education, employment 
or training 

 
Other CtOG targets that relate to health, support for children in need, 
educational attainment, community regeneration and increasing the 
availability of services in remote and disadvantaged areas are also 
intrinsically related to employability. 
 
Workforce Plus 
 
Workforce Plus is the Scottish Executive’s Employability Framework for 
Scotland (2006d). The framework sets a target of helping just over 66,000 
people move from working age benefits into work by 2010. It focuses on the 
seven local authorities specified in CtOG target A. Table 3 shows the targets 
for reducing the number of workless people on DWP benefits in these areas 
by 2010. Despite the focus on these areas the framework is intended to have 
an impact across Scotland. 
 
Table 3: Individual Area Targets for Workforce Plus  
 

Area 
 

Claimant count –  
baseline August 2004 

Target reduction in DWP 
benefit claimants by 

2010 
Dundee 18,300 5,250 
Glasgow * 118,100 35,000 
Inverclyde 12,200 3,000 
North Lanarkshire 41,800 8,311 
Renfrewshire 18,900 4,500 
South Lanarkshire 32,100 8,079 
West 
Dunbartonshire 12,300 2,190 

Total  253,700 66,330 
*Glasgow Baseline figure - May 2003 and based on Glasgow Welfare to Work 
Forum Target 
Source: Scottish Executive (2006). 
 
The Scottish Executive proposes to work with the UK Government towards 
shared targets of eradicating child poverty by 2020 and the long term aim of 
an 80% employment rate (the current employment rate in Scotland is 75.2%). 
They will also work together on proposals in the Green paper “A New Deal for 
Welfare: Empowering People to Work”. In Workforce Plus, the Scottish 
Executive also highlights how employability has, and will be, integrated in to 
their policy making.  
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Workforce Plus identified six themes to improve the employability service: 
 

• Early interventions – earlier identification of people at risk of 
worklessness 

• Client focused interventions – identify and respond to barriers 
faced by each individual  

• Employer engagement – to support employers  
• Sustaining and progressing employment – support people after 

they have started work  
• Joined up planning and delivery of services - local services to be 

more cohesive  
• Better outcomes - clear focus on the outcome of sustained work 

 
Workforce Plus highlights a range of actions to create a coherent 
employability service for Scotland. It proposes to do this by supporting the 
establishment of Local Workforce Plus Partnerships, establishing a National 
Workforce Plus Partnership and a Workforce Plus Team.  
 
Local Workforce Plus Partnerships 
 
Local Workforce Plus Partnerships will work in local labour markets to achieve 
shared objectives in terms of outcomes and managed local infrastructure. The 
Local Workforce Plus Partnerships will:  
 

• review, plan and implement the collaborative improvements set 
out in Section 4 of Workforce Plus. Including the development of 
an employability service infrastructure: 

- assessment systems  
- individualised service  
- referral and case management  
- measuring and appreciating progression  
- targeting real jobs and developing skills, aptitudes and 
approaches 
- supporting the employer and the employee  
engaging individual clients and employers in the design of 
services 

• pilot an information and brokerage service for local employers, 
to complement the services of, and in partnership with, 
Jobcentre Plus 

 
In some areas there will be an existing partnership to tackle employability 
issues. Workforce Plus does not necessarily suggest that a new body needs 
to be created. It does suggest that likely members of the local partnerships 
will be JobCentre Plus Districts, Communities Scotland local offices, Local 
Enterprise Companies, local authorities and NHS Boards. Other organisations 
that may be involved are the Scottish Prison Service, Community Justice 
Authorities, further education colleges, alcohol and drug action teams and 
Community Health Partnerships.  
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The Local Workforce Plus Partnerships will be accountable to their parent 
organisations and, through a 3 year action plan to the National Workforce 
Plus Partnership.  
 
National Workforce Plus Partnership  
 
This group will oversee the implementation of the Framework. In the first year 
the National Workforce Plus Partnership will: 
 

• lead the development of partnership working by NHSScotland, 
Jobcentre Plus and others to deliver the health-related aspects 
of this Framework and UK policy 

• maximise value for money and job outcomes by reviewing and 
aligning training and education budgets and responsibilities 
where necessary, particularly in relation to the development of 
soft skills 

• agree and implement action to engage more employers in 
Workforce Plus 

• support the local, joined up delivery of employability services, 
providing leadership and the facility for service development, 
and build the capacity of services 

• develop more detailed plans for aligning Workforce Plus with the 
Executive's policies for regeneration, community learning, 
community justice and volunteering 

 
Membership of this group will be based on the current Welfare to Work 
Planning Group which includes: the Department of Work and Pensions, 
Jobcentre Plus, the Scottish Executive, Communities Scotland, NHS 
Scotland, Scottish Enterprise, Highlands and Islands Enterprise and Careers 
Scotland. The following organisations would also be added: local authorities, 
Scottish Prison Service, the Scottish Further and Higher Education Funding 
Council and learndirect Scotland.  
 
Workforce Plus Team  
 
This team will be based in the Scottish Executive but will draw on the 
experience of other organisations. This team’s main functions will be to:  
 

• account for the use of additional funding to deliver the 
worklessness targets in the CtOG target areas 

• support the development of effective partnership working 
between agencies across Scotland  

• develop and disseminate national models for client assessment, 
referral protocols and tracking mechanisms  

• ensure that employability is reflected as a priority in the 
Executive's policies and policy making processes, including the 
actions set out in Section 1 of Workforce Plus  

• develop provision to support local areas in training and 
development 

7 
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• develop and disseminate a body of evidence identifying effective 
and ineffective practice in employability  

• monitor and evaluate the success and impact of Workforce Plus  
 
Funding Workforce Plus  
 
The Scottish Executive has estimated that currently £515 million is spent 
annually on employability services (this does not include welfare benefits and 
funding for lifelong learning).  
 
The Scottish Executive has allocated £11.14 million to the Workforce Plus 
target areas to provide transitional support from current patterns of 
expenditure towards new services. Table 4 gives information on the funding 
allocation for each target area between 2006 and 2008.   
 
Table 4: Funding Allocation for Workforce Plus Target Areas 
 
Local area 2006-07 

£million 
2007-08 
£million 

Total (2006-08) 
£million 

Dundee 0.60 0.60 1.20 
Glasgow* 1.75 1.75 3.50 
Inverclyde 0.50 0.50 1.00 
North Lanarkshire 1.00 1.00 2.00 
Renfrewshire 0.50 0.50 1.00 
South Lanarkshire 0.80 0.80 1.60 
West 
Dunbartonshire 

0.42 0.42 0.84 

Total  5.57 5.57 11.14 
*Includes Scottish Executive’s contribution to the Equal Access Strategy and 
the Full Employment Areas Initiative. 
Source: Scottish Executive (2006)  
 
More choices, more chances 
 
More Choices, More Chances is the Scottish Executive’s strategy to reduce 
the proportion of young people who are NEET. This strategy presents 
evidence to suggest that despite 35,000 16 to 19 year olds being NEET only 
around 20,000 will need additional support to enter the labour market. 
 
The aims of the NEET strategy are to:  
 

• stem the flows into NEET - prevention rather than cure  
• have a system-wide (pre and post 16) focus on ambitions for, 

ownership of - and accountability for - the NEET group 
• prioritise education and training outcomes for the NEET group 

as a step towards lifelong employability, given their low 
attainment profile 

• position NEET reduction as one of the key indicators for 
measuring the pre and post 16 systems' success 

8 
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This strategy highlights seven target areas. These areas were chosen by 
looking at the predictors of NEET which were judged to be: the percentage 
NEET (using census data), benefit claimant rates, school leavers’ 
destinations, school attendance rates and exclusion rates. The areas that 
were found to have highest NEET predictors were Glasgow, West 
Dunbartonshire, East Ayrshire, North Ayrshire, Clackmannanshire, Inverclyde 
and Dundee.  
 
The strategy also identifies sub-groups of young people who are at risk of 
becoming NEET. These are care leavers, carers, young offenders, young 
parents, people with physical/mental disabilities; and people abusing drugs or 
alcohol.  
 
The strategy identifies five key areas of activity. 
 
Pre 16 opportunities  
 
Poor attainment at school and socio-economic disadvantage are key 
determinants of being at risk of becoming NEET. The NEET strategy 
proposes the following actions:  
 

• transforming the learning environment 
• flexible, personalised learning opportunities with appropriate 

recognition 
• recognition of wider achievement 
• support for learners 
• developing employability 
• a focus on outcomes- consider the outcomes for all children   

 
Post 16 opportunities  
 
This section of the strategy focuses on helping young people who are already 
NEET. The strategy proposes the following action. 
 

•  guaranteeing options on leaving school 
• supported transitions and sustained opportunities 
• engaging employers 

 
Financial incentives  
 
Financial constraints can restrict the choices young people make. The 
strategy proposes ensuring that learning is a financially viable option. 
 
The right support 
 
Many young people are supported, by family, school and friends, during the 
transition into adulthood, but this support is not available for all young people. 
More Choices, More Chances proposes the following action.  
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• one to one support from key workers where needed 
• building the skills and employability focus of a range of providers 

who deal with young people who are, or are at risk of, becoming 
NEET 

 
Joint commitment and action 
 
Young people who are NEET or at risk of becoming NEET are often in contact 
with a number of different agencies. In order to ensure clear leadership and 
joined up working the strategy proposes to build on national partnerships 
between the Executive, businesses and education leaders (the Smith Group), 
support local partnerships and set up a NEET delivery team which will direct 
policy and practice. The joint commitment and action points are:  
 

• setting stretching local and national targets 
• focusing where the need is greatest 
• joining up delivery to meet the challenge 

 
Funding More Choices, More Chances 
 
Each of the NEET hotspot areas will receive £400,000 and other local 
authority areas in Scotland will receive £75,000 per year for two years from 
the Scottish Executive. 
 
 
Key issues 
 
7. During the Committee’s discussions at the roundtable and with the then 

government ministers (see paragraphs 2 and 3), a number of key issues 
emerged. These are set out below. 

 
8. First, there appeared to be general satisfaction with current government 

policy and strategy amongst the members of the Committee and the 
various bodies at the roundtable with the strategy. However, the key issue 
is one of implementation. There seems to be a clear need for clarification 
and perhaps a decision about which organisations will take the lead. It was 
suggested during the discussions that the community partnerships should 
take the lead at the local strategic level, but the lead in day-to-day delivery 
also needs to be determined, ideally in each area through the community 
partnership. It was stated that there does not necessarily need to be the 
same pattern throughout the country. 

 
9. The second major thread concerned the £500 million that is spent 

specifically in this area each year in Scotland and the need to re-profile 
some of this to provide more of a continuum of support, in particular 
through earlier intervention and, where appropriate, more resources into 
aftercare. Many stakeholders at the roundtable talked about need to be 
more even with expenditure to provide more of a continuum of support. 
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10. This issue is addressed in Workforce Plus which proposes to change the 
profile of spending, this is illustrated in the graph below. 

 

 
 

 
 
11. The third strand of the discussions was also about implementation, 

specifically the roles of groups such as Fairbridge and Youthlink and of 
youth development workers from agencies and at a local level. Many felt 
they need to be more involved in the implementation of the support 
provided, particularly to younger people. The Foyer project in Aberdeen is 
one such example. 

 
12. The need for continuity was also mentioned, so that we do not witness a 

complete change of funding patterns and recipients every time the three-
year funding is up. Participants are the Committee’s meetings felt that 
there has to be continuity over a longer period of time, matched with 
flexibility. 

 
13. One point made two or three times during the discussions is that there is a 

need to identify and disseminate best practice. Many recognised that there 
were examples of good practice; the Fairbridge organisation is a good 
example. Such best practice could be rolled out or copied elsewhere to the 
benefit of other areas. There are many other examples of best practice, 
but it was argued that there should be a systematic way of identifying it 
and having it rolled out and disseminated across the network of people 
who deal with the problem. 
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14. Another thread of the discussion was output funding, whereby agencies 
are rewarded for getting someone into a job and sustaining them in it for 
13 weeks. Most agreed that this is not adequate and that we need to look 
at keeping people in a job for longer. One suggestion was for funding to be 
directed towards achieving longer-term objectives. That ties in with the 
specific points made about the interrelationship between benefits and 
working income in respect of practical issues such as going from a weekly 
payment to a monthly payment and the impact of losing some benefits, 
particularly if someone starts in a relatively low-wage job. A clear thread 
that came out of the discussion was that we must manage that transition 
better.  

 
15. Focusing solely on the NEET group is, however, not enough to address 

Scotland’s skills agenda and help Scotland compete as a world class 
economy.  There is a view that we also need to do much more to support 
the skills development of those already in the workforce.  Employability is 
by definition not just about having the knowledge and skills to get a job but 
also about having the skills to progress and be successful in a chosen 
career.  Yet there is no equivalent strategy in place that focuses on those 
already in work. 

 
16. Around 80% of the workforce of 2020 is already in place.  At present, only 

one in five people of working age are educated to degree level; and those 
who are, are unevenly spread across the country, with the lowest 
proportions in areas most in need of economic growth.  There is a belief 
that we need to create the right climate to enable more people of working 
age to develop and upgrade their skills and qualifications on an ongoing 
basis throughout their lives. 

 
17. The penultimate issue that emerged is the need to ensure that we manage 

the transition between training and employment and not keep people on 
perpetual courses. One participant mentioned that about a fifth of those 
who participate in Scottish Enterprise programmes are effectively in the 
‘revolving door’ and reappear regularly. It was felt important to reduce that 
percentage and have a more permanent solution. 

 
18. The final thread was the need for sub-strategies underneath the current 

broad public policy framework proposed by the Scottish Executive. It was 
emphasised that there may be 20,000 people in the NEET group who, if 
the jobs exist and the other issues are addressed, should by and large be 
able to find employment, education or training, but that there is a subset of 
15,000 in that group—the same would apply to the adult group—who have 
particular issues such as drug use or who are ex-offenders. In addition to 
the general approach, specialised strategies are required to address the 
needs of those groups. 
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The way forward 
 
19. After the election, it is probable that the issue of tackling the problems 

faced by those not in employment, education or training will still be a high 
priority. Therefore, this paper will be relevant as background information 
for any future inquiry or study on the subject. 

 
20. It is recommended that a future committee continues to monitor 

developments in relation to delivery of the NEETs strategy and the 
employability framework and considers a full inquiry on this topic at a 
suitable future date. 
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Introduction 

1. As part of a series of round-table evidence sessions to inform its legacy 
paper for the relevant successor committee(s) in the Parliament, the 
Enterprise and Culture Committee held a round-table discussion on the 
Scotland’s Futures Forum report, Growing Older and Wiser Together, a 
Future’s View on Positive Ageing (“the Report”), gathering together a 
series of experts to discuss proposed public policy and, particularly, what 
more could and should be done and how it should be done.  Present at the 
round-table discussion were— 

• Lord Sutherland of Houndwood, Chair, The Ageing Project Board, 
Scotland’s Futures Forum;  

• David Manion, Chief Executive, Age Concern;  

• Fiona Hird, Equality Unit, Older People and Age Unit, Scottish 
Executive;  

• Tara Brady, Employee Relations and Diversity Manager, B&Q plc;  

• Linda Boyes, Policy Manager, Scottish Council Foundation; 

• Ian Naismith, Head of Pensions Market Development, Scottish 
Widows. 

2. This note summarises the evidence taken at the round-table discussion 
and provides analysis and advice to the relevant successor committee(s) 
in respect of work programme planning in session 3. 

Background – key facts and figures1

• The number of working-age people (16-64 years) is declining in many 
developed countries, whilst the number of older people (65 years or 
older) is increasing, a trend that is likely to accelerate in the coming 
decades; 

• The average Scottish-born male and female today can expect to live to 
74.3 and 79.4 respectively; 

• Discourse on population ageing is often couched in negative terms – 
phrases like “demographic timebomb” and “crisis” are commonly used; 

• There have been recent attempts to see population ageing as an 
opportunity that can be capitalised on, if society alters its attitudes and 
practices; 

• Scotland’s population is projected to rise until 2019 before slowly 
declining, unlike the other countries in the United Kingdom, which are 
all expected to increase until 2031; 

• Population ageing is projected to be more pronounced in Scotland than 
in other parts of the UK; 

 
1 Scottish Parliament Information Centre briefing paper (SB06-93), Population Ageing

http://www.scottish.parliament.uk/business/research/briefings-06/SB06-93.pdf
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• The policy response of the Scottish Executive has come in the form of 
the Fresh Talent initiative, which aims to boost the working-age 
population and, in particular, the 25-45 age group; 

• The most recent statistics on in-migrants to Scotland reveal that the 
three largest age groups coming to Scotland are 0-15, 16-24 and 25-34 
years; 

• The Home Office has recently launched a “managed migration” 
scheme, which aims to make it easier for highly skilled migrants to 
enter and stay in the UK; 

• Age discrimination legislation has also recently come into force which, 
in the context of an ageing population, is hoped will encourage greater 
flexibility for older workers wishing to continue working beyond 65 
years; 

• Other policy options for adapting to ageing populations include 
improving productivity, elongating working lives and encouraging 
childbirth; 

• While governments need to act on population projections, it is worth 
noting that human history is rarely predictable. 

 
Key issues 

3. During the round-table discussion2, a number of key issues emerged. 
These are set out in summary below. 

The importance of futures work 
4. Lord Sutherland of Houndwood opened the discussion with a few words 

of introduction about the Report and the importance of futures work more 
generally. He stressed that it is essential to look to the issues that will 
shape Scottish society in 10, 15 and 20 years’ time and that the objective 
of producing the report is to provoke thought and discussion in the wider 
community, without provoking panic. He explained that three parties are 
involved in tackling the issue, namely the Executive, the business 
community and the individual. As the age profile of Scotland’s 
demography will change at a “wholly predictable rate”3 – the number of 
people dependent on those in work to provide quality of life will grow 
significantly larger – “sensible preparations”4 may be made. 

5. He went on to explain the way in which the report uses scenarios to 
examine the issue— 

“The most important point about scenarios is that they are not 
predictions. They are pictures of what might be. If someone thinks that 
they are unrealistic or they do not like them, that is the point. People are 
being asked what they think the shape of Scottish society will be in 25 
years.”5

 
2 Official Report, Enterprise and Culture Committee, 16 January 2007; c 3559-83 
3 Official Report, Enterprise and Culture Committee, 16 January 2007; c 3560 
4 Official Report, Enterprise and Culture Committee, 16 January 2007; c 3560 
5 Official Report, Enterprise and Culture Committee, 16 January 2007; c 3561 
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6. He also explained that whilst he described the change that faces society 
as “radical” and one that requires the whole culture to shift, it is also easy 
to be overdramatic: but the situation will only become a crisis if no action 
is taken. 

7. He drew the Committee’s attention to the key issues as quantified in the 
Report— 

• At the same time as the number of people normally thought of as 
being in the “working age” bracket declines, the number of job 
opportunities will increase – as many as 50,000 new job opportunities 
will arise; 

• The three main areas in which more thought, discussion and action 
are required are finance, employment and intergenerational well-
being (including health, fitness and quality of life). 

8. In summary, the Report’s questions all bear down on the main issues of 
how to finance the needs of the population, individually and as a whole; 
the pattern of employment in the future, and how to change the culture. 

The health of the population 
9. The importance of the nation’s health emerged from the ensuing 

discussion as a key issue, in particular in relation to the extended life 
span and for how much of it individuals also enjoy good health and 
fitness. It was stated that the evidence shows that it is “unquestionable”6 
that people will get healthier, although general health may in the short 
term deteriorate before it improves. 

10. The related point of the cost of age-related health care was raised: as 
people live longer, more joint replacements will be required, people will 
be treated for chronic conditions such as hypertension for a greater 
number of years and more people will suffer from conditions that are 
expensive to deal with, such as dementia. 

Working beyond the retirement age 
11. The discussion turned to the retirement age and the question of whether 

it should be raised and how businesses might be encouraged to employ 
people who are aged beyond the ‘traditional’ retirement age. Tara Brady 
offered the perspective of B&Q plc, which has had an age diversity 
strategy for over 15 years. She stated that B&Q believes there to be 
“significant commercial benefits from employing not just older workers 
but people from the full spectrum of ages”7. There have been significant 
challenges, such as older people’s ability to work in a fast-paced retail 
environment and cope with developments in technology; however, there 
have also been significant business benefits, such as lower 
absenteeism, reduced staff turnover and improved customer service. 

 
6 Official Report, Enterprise and Culture Committee, 16 January 2007; c 3566 
7 Official Report, Enterprise and Culture Committee, 16 January 2007; c 3567 
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12. Asked about the differences in attitude between younger and older 
employees, Tara Brady explained that the B&Q experience is that 
different life experiences complement one another and that more 
experienced employees are keen to share experiences and coach more 
junior employees, without any need to create a formal “buddy” 
relationship. 

13. Ian Naismith from Scottish Widows, however, pointed out that changing 
consumer attitudes to when retirement is remains a main challenge as 
surveys show that, on average, Scots expect to work up to but not 
beyond 65 and, whilst they aspire to ease into retirement through 
working part-time, they expect to start doing so at 55 and be finished by 
62. It was acknowledged that one factor underpinning such a belief may 
be that, in many parts of Scotland, male life expectancy may be as low 
as 58-63 years of age. 

14. Linda Boyes from the Scottish Council Foundation (SCF) added, 
however, that many people will have to continue working in later life as 
their financial situation will not permit them to stop— 

“The days of people having really good occupational pensions in their 
50s are long gone. Many people will have to continue working for longer, 
whether or not they want to. We need to ascertain how we can make 
their working lives meaningful and sustainable. It is not just about having 
a job; it is about the quality of work that people do and how that affects 
them, mentally and physically. Most people wish to carry on working if 
the job that they are in is enjoyable and if they find that it gives them 
some kind of personal satisfaction.”8

15. Lord Sutherland drew attention to one of the suggestions in the Report to 
set up a national forum on ageing with responsibility for keeping tabs and 
overseeing the order of priority, including in respect of climate change 
and immigration. It would also answer a need for an analysis of the 
workforce and why people want to retire. He stated that one factor is 
physical condition as it relates to the nature of the work required, and 
that the SCF raises important issues in this regard. 

16. David Manion from Age Concern Scotland supported the suggestion of a 
national forum on ageing, hailing it as “the single most important idea”9 
in the Report. He also affirmed that “the overwhelming majority of people 
are against any form of mandatory retirement”10 and that, according to 
the evidence, people want greater flexibility, such as through self-
employment and other provisions. He added that the current trend, for 
people to retire in their 50s, will have to be reversed. 

                                                 
8 Official Report, Enterprise and Culture Committee, 16 January 2007; c 3573 
9 Official Report, Enterprise and Culture Committee, 16 January 2007; c 3579 
10 Official Report, Enterprise and Culture Committee, 16 January 2007; c 3578 

Comment [s1]: On what? 

Comment [s2]: Of what? 

Comment [s3]: Tabloidy? 
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Age discrimination 
17. David Manion raised the importance of tackling age discrimination, 

stating that “research from Age Concern demonstrates that age 
discrimination is the form of discrimination experienced by more people 
in the United Kingdom than any other”, particularly in the employment 
field. He drew attention to statistics from across Scotland showing high 
economic inactivity amongst the over-50s— 

“Of people who come out of employment when they are over 50, only 
one in 10 will get back into the labour market. If we do not start to act on 
that now, I dread to think what the cost will be.”11

18. One response to this was that the biggest incentive to employers to start 
employing older people will, in the longer term, be the difficulty that they 
will encounter in finding people to do the jobs that need to be done. 
Further suggestions were incentivising through the tax and national 
insurance systems and mixing pension with part-time employment. 

19. Tara Brady, from B&Q plc, commented that one of the challenges is that 
the approach of many businesses to age discrimination legislation is 
from the perspective of needing to protect their businesses against that 
perceived risk, instead of looking at the opportunities to attract more 
talent and make themselves as employers attractive to disadvantaged 
groups. 

Skills training 
20. Fiona Hird from the Scottish Executive’s Development Department 

commented that “it is always easier to keep people in jobs than to get 
them back into employment in their 50s, once they have fallen out of the 
loop”12. She explained that there are issues around skills training for 
older workers, such as allowing flexibility for people to change the sort of 
job that they do if they start to have problems with manual work or need 
to reduce their working hours in order to take on caring responsibilities. 

21. Linda Boyes from the SCF also commented on the need for people to be 
able to change career path in later years, stating that there are many 
people in work called “the fed up and 50s” who, if they had the 
opportunity, would like to leave their current job and do something such 
as setting up a business or switching careers in their 40s or 50s. 

22. She also made the point that people in their 50s may still have a 10- or 
15-year working life ahead of them and that, therefore, a “big mindset 
change is required from employers and employees as we move into the 
future”13. 

 
11 Official Report, Enterprise and Culture Committee, 16 January 2007; c 3569 
12 Official Report, Enterprise and Culture Committee, 16 January 2007; c 3574 
13 Official Report, Enterprise and Culture Committee, 16 January 2007; c 3574 
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Gender difference 
23. Finally, it was commented that a gender difference comes into play in 

respect of ageing. Ian Naismith described the conclusions of Scottish 
Widows reports on women’s pensions as “depressing”14— 

• women have both less opportunity and less inclination to save for 
retirement; 

• when a couple starts a family, it is likely that the man will continue to 
make pension payments and other savings but that the woman will 
stop saving for herself and save only for the children; 

• current reforms to state pensions, especially with means testing, will 
greatly improve the situation for woman but they will still lose out 
compared to men and the lower-paid especially so. 

24. Lord Sutherland added that there are real issues for women in the 
workforce in respect of flexibility and that a “different set of rules apply”15 
from those for men. 

 

 

 

 
14 Official Report, Enterprise and Culture Committee, 16 January 2007; c 3580 
15 Official Report, Enterprise and Culture Committee, 16 January 2007; c 3583 
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Introduction 
 
1. As part of its process to leave a legacy for successor committee(s) in the 

Scottish Parliament, the Enterprise and Culture Committee has been 
taking evidence on the Scottish Executive’s cultural policies. In particular, 
the Committee examined the proposed establishment of Creative Scotland 
as the single public body responsible for culture and the arts in Scotland, 
as outlined in the Draft Culture (Scotland) Bill and the future of the creative 
industries more generally. 

 
2. To inform this work, the Committee held a round-table discussion on 23 

January 2007, which gathered together a series of experts to discuss 
proposed public policy and, particularly, what more could and should be 
done and how it should be done.  Present at the round-table discussion 
were— 

 
• Ken Hay, Chief Executive, Scottish Screen; 
• Graham Berry, Chief Executive, Scottish Arts Council; 
• Professor John Wallace, Principal, Royal Scottish Academy of 

Music and Drama; 
• Jenny Williams, Acting Director, Glasgow Film Office; 
• Lizzi Nicol, Director, Federation of Scottish Theatres; 
• Paul Durrant, Director, Dare to be Digital; 
• Stephen Boyd, Assistant Secretary, Scottish Trades Union 

Congress; 
• Dr Stuart Cosgrove, Head of Programmes (Nations and 

Regions), Channel 4 Television Corporation; 
• Professor Philip Schlesinger, Professor of Cultural Policy, 

University of Glasgow; 
• James Boyle, chair of the former Cultural Commission. 

 
3. This discussion was followed by an evidence session on 13 February 2007 

with a minister in the Scottish Executive – Patricia Ferguson MSP, Minister 
for Tourism, Culture and Sport. The purpose of this session was to follow-
up points raised during the round-table discussion and to seek the 
response from government. 

 
4. This note summarises the evidence taken in the sessions detailed above. 

It sets out government policy at the time and, critically, it provides analysis 
and advice to a successor committee(s) as it begins to consider its work 
programme for the remainder of 2007 and beyond. 

 

1 
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Key facts and figures1

 
Definitions 
 
5. The Department of Culture, Media and Sport (DCMS) and the Scottish 

Executive define2 the ‘creative industries’ as consisting of: 
 

• Advertising 
• Architecture 
• The arts and antiques market 
• Crafts 
• Design 
• Designer fashion 
• Film and video 
• Interactive leisure software 
• Music 
• Performing arts 
• Publishing 
• Software and computer services 
• Television and radio 

 
Statistics 

6. EKOS Economic Consultants were commissioned by Scottish Enterprise, 
in 2005, to define and measure the economic value of the digital media 
and creative industries (DMCI) in Scotland.  The main findings of the 
EKOS report are reproduced below: 

7. Employment: 
 

• Scotland’s DMCI cluster is a significant employer, accounting for 
93,392 jobs in 2002, 4% of total employment in Scottish industry; 

 
• growth in employment was reasonable at just less than 5% between 

1998 and 2002, although this was slightly lower than growth in the 
economy as a whole; 

 
• the largest DMCI employers were publishing and TV/radio, although 

the strongest employment growth was in software and in arts and 
cultural industries; 

 
• DMCI employment was concentrated at the ends of the supply chain – 

in original production and in exchange and consumption, although the 
strongest growth was in original production activities, where 
employment increased by more than 50% between 1998 and 2002;  

                                                 
1 Scottish Parliament Information Centre briefing paper Creative Industries – Background 
paper
2 Scottish Executive website: 
http://www.scotland.gov.uk/Topics/ArtsCulture/CreativeIndustries/creativeindustries

2 

http://www.scottish.parliament.uk/business/committees/enterprise/papers-07/ecp07-03.pdf
http://www.scottish.parliament.uk/business/committees/enterprise/papers-07/ecp07-03.pdf
http://www.scotland.gov.uk/Topics/ArtsCulture/CreativeIndustries/creativeindustries
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• DM industries were the prime drivers of employment growth (in 

particular software) and accounted for a large proportion of DMCI 
employment. 

8. Business Stock: 
 

• there were 11,260 DMCI businesses in Scotland in 2004, an increase 
of 4.2% from 2000. DMCI business stock has grown while overall 
business stock remained more or less static; 

 
• Software and publishing accounted for the largest shares of DMCI 

business stock, followed by arts and cultural industries and TV/radio. 
Growth was driven by software, design and film; 

 
• growth in mid-sized DMCI businesses (20-49 and 50-99 employees) 

suggests that Scotland may be starting to develop more companies of 
scale in the cluster, although micro-businesses still dominate; 

 
• Original production accounted for the largest share of DMCI 

businesses and for a larger share of business stock than employment, 
suggesting that businesses at this end of the supply chain are 
generally small;  

 
• Scotland’s share of UK DMCI business stock was smaller than its 

share of British DMCI employment. Although this data is not directly 
comparable, this does suggest that Scotland may have, on average, 
larger DMCI businesses. 

9. Financial indicators: 
 

• Scotland’s DMCI cluster contributed an estimated £2,832m in GVA to 
the Scottish economy in 2002 (5.2% of total GVA for Scotland); 

 
• productivity was lower in Scotland’s DMCI than for the economy as a 

whole and there was a significant productivity gap between Scotland 
and Britain; 

 
• Original production activities drove GVA growth in Scotland and also 

recorded strong growth in productivity. The data suggest that this part 
of the supply chain contributes most value; 

 
• there was evidence to suggest that profitability in the cluster has 

increased and, while this was true of all geographies, it was particularly 
true in Scotland and in the four key cities;  

 
• earnings in the DMCI were generally higher than the economy as a 

whole, although this masks considerable variation between the sub-
sectors. Software, advertising, architecture and TV/radio all had higher 
labour costs per employee than the all-industries average. However, 

3 
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the evidence suggests lower than average earnings in film, arts and 
Cultural Industries, design, publishing and music.  

 
Current public policy3

 
10. Given the range of sectors that come under the umbrella of creative 

industries, a wide range of initiatives and policies impact on the sector 
from a range of institutions including Scottish Enterprise, local authorities 
and sector skills councils. For example details of the range of support 
that Scottish Enterprise provides to the creative industries can be 
accessed at: 

 
http://www.scottishenterprise.com/sedotcom_home/sig/digitalmedia/digit
almedia-initiatives.htm?siblingtoggle=1

 
The appropriate policy and institutional framework for the creative 
industries has been the subject of considerable debate and scrutiny in 
recent reviews of cultural policy.  These reviews are summarised below. 

Cultural Commission 
 
11. The Cultural Commission4 was established in April 2004.  The basis for 

the establishment of the Cultural Commission was a speech by the First 
Minister5 on St Andrew’s Day 2003 and a subsequent Scottish Executive 
Cultural Policy Statement6 (April 2004), which established the wide-
ranging remit of the Cultural Commission.  The Cultural Commission 
summarised the influence of the First Minister’s speech on the Cultural 
Commission’s work in the following terms: 

“The Cultural Commission's remit as outlined in the Cultural Policy 
Statement; April 2004 takes its inspiration and direction from the First 
Minister Jack McConnell’s St Andrew’s speech in 2003. And, in order 
to establish Scotland as a "vibrant, cosmopolitan, competitive country 
and an internationally recognised creative hub", Scotland needs a new 
cultural vision and a radically different way of delivering and sustaining 
cultural services and activities. This implies significant change”.7

12. The report8 of the Cultural Commission, published in June 2005, 
considered the effectiveness of support for the creative industries in 
some depth.  The commission’s report recognised the valuable support 
being provided by Scottish Enterprise, local enterprise companies, 

                                                 
3 Scottish Parliament Information Centre briefing paper Creative Industries – Background 
paper
4 Culture Commission website: 
http://www.culturalcommission.org.uk/cultural/cc_display_homee03a.html
5 http://www.scotland.gov.uk/News/News-Extras/176
6 http://www.scotland.gov.uk/culturalcommission/cultural/files/cultural policy statement.pdf
7 Cultural Commission website: Accessed on 17 January 2007 - 
http://www.culturalcommission.org.uk/cultural/cc_display6861.html
8 http://www.culturalcommission.org.uk/cultural/files/Final Final Report June 05.pdf

4 

http://www.scottish-enterprise.com/sedotcom_home/sig/digitalmedia/digitalmedia-initiatives.htm?siblingtoggle=1
http://www.scottish-enterprise.com/sedotcom_home/sig/digitalmedia/digitalmedia-initiatives.htm?siblingtoggle=1
http://www.scottish.parliament.uk/business/committees/enterprise/papers-07/ecp07-03.pdf
http://www.scottish.parliament.uk/business/committees/enterprise/papers-07/ecp07-03.pdf
http://www.culturalcommission.org.uk/cultural/cc_display_homee03a.html
http://www.scotland.gov.uk/News/News-Extras/176
http://www.scotland.gov.uk/culturalcommission/cultural/files/cultural%20policy%20statement.pdf
http://www.culturalcommission.org.uk/cultural/cc_display6861.html
http://www.culturalcommission.org.uk/cultural/files/Final%20Final%20Report%20June%2005.pdf
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Scottish Screen, Scottish Arts Council, local authorities and other public 
sector bodies to the cultural industries sector.  However there was a 
sense amongst respondents to the commission’s consultation that there 
was a lack of coherence between the policies of the various public sector 
actors.  More generally, the Commission highlighted a cultural difference 
between the sector and the public bodies providing support and 
commented on this as follows: 

 
“There was also a feeling that current public sector was too 
conservative for a sector premised on creativity.  This was seen to 
reflect an inconsistency between the uncertainty of the creative 
industries sector, where work could be plentiful at one moment but 
sparse in the next, and traditional civil service culture where people are 
employed on a fixed and stable wage and likely to [be] more risk 
averse in personality.  The phrase used to describe the characteristic 
of the public sector was a ‘deeply ingrained fear of flair and innovation’.  
The creative industries are primarily premised on a business model.  
We recognise, however, that there is evidence [of]…a gap between the 
language of business and that of the creative industries”.9

Scottish Executive Response to the Cultural Commission 
 
13. The Scottish Executive response to the Cultural Commission report, 

Scotland’s Culture: Scottish Executive Response on the Cultural 
Review10, contained a number of proposals relating to cultural industries.  
Most significantly, the Executive proposed the merger of the Scottish 
Arts Council (SAC) and Scottish Screen into a new cultural development 
agency to be named ‘Creative Scotland’. This Executive agency, which is 
intended to operate within a national policy framework set by Scottish 
Ministers, would have responsibility for “supporting the creative 
industries, developing a new strategy to guide that function”11. 

 
14. The Executive concurred with the Cultural Commission’s view that 

‘creative industries’ is a broad and not always helpful term covering a 
wide range of sectors and does not properly reflect the large proportion 
of self-employed individuals and micro-businesses within the various 
sectors comprising ‘creative industries’.  The Executive response, whilst 
noting the areas of public sector support that the Cultural Commission 
recognised in its report, also suggested that the commission “did not 
seem to be aware of the full range of existing activity”12 provided to 
cultural industries.  In particular, the Scottish Executive highlighted the 
role of Skillset13 (the sector skills council for the audio-visual sector) and 
Creative and Cultural Skills14 (the sector skills council for advertising, 

                                                 
9 Cultural Commission, 2005, p.194 
10 http://www.scotland.gov.uk/Publications/2006/01/18091052/0
11 Scottish Executive (2006) ‘Scotland’s Culture: Scottish Executive Response on the Cultural 
Review’, Edinburgh 
12 Ibid p.34 
13 http://www.skillset.org/
14 http://www.ccskills.org.uk/
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crafts, cultural heritage, design, music, performing, literary and visual 
arts). 

 
15. The Executive response considered that the merger of the SAC and SS 

into Creative Scotland would provide a new institutional infrastructure 
that would provide enhanced support to the creative industries.  
However, the Executive ruled out the Cultural Commission’s 
recommendation that new bodies such as a national creative industries 
sectoral council or a new body to provide financial advice and services, 
given the range of public sector bodies already involved in providing 
support to the sector.  However, there was recognition that there is 
currently a lack of clarity about the various roles of public sector bodies 
in providing support to the creative industries.  The Scottish Executive 
went on to comment that: 

 
“Scotland’s creative industries sector is a real success story – a tribute 
to the nation’s long established talent for innovation and 
entrepreneurial skill, which also contributes significantly to the 
economy.  The Executive is determined to create the right conditions 
for the sector to maximise its potential.  Building on the benefits of the 
new infrastructure, we will assess the extent to which there are gaps in 
the current enterprise support services for the creative industries – 
including contemporary music – which agencies should provide those 
services, and whether the services could be provided in a more cost-
effective manner.  This could include consideration of a transfer of 
functions and funding between the Scottish Enterprise and the agency, 
or a specific new role for Scottish Enterprise in its services to the 
sector”.15

 
16. In December 2006, the Scottish Executive published the Draft Culture 

(Scotland) Bill16 which sought views on the legislative changes that was 
proposed by the Executive.  In terms of the creative industries the 
establishment of Creative Scotland was the main proposed impact 
detailed in the consultation paper. In November 2006, the Scottish 
Executive announced the appointment of Dr Richard Holloway as Chair 
of the joint board for the SAC and Scottish Screen, which will oversee 
the development of joint working between the two organisations.17 In 
addition, a Creative Scotland Steering Group has been established, 
which consists of representatives from SAC, Scottish Screen and the 
Scottish Executive and has been meeting to take forward the process of 
increasing joint working.   

 
 
 

                                                 
15 Scottish Executive (2006) ‘Scotland’s Culture: Scottish Executive Response on the Cultural 
Review’, p.35, Scottish Executive. 
16 Scottish Executive (2006) ‘Consultation on the draft Culture (Scotland) Bill’ Scottish 
Executive. 
17 Scottish Executive Press Release (2006a) ‘Scottish Arts Council and Scottish Screen’ 
Scottish Executive. 
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Key issues 
 
17. During the Committee’s evidence-taking, both at the round-table 

discussion and subsequently with the minister (see paragraphs 2 and 3 
above), a number of key issues emerged. These are set out below. 

 
Draft Culture (Scotland) Bill 
 
18. The Draft (Culture) Scotland Bill was published for consultation on 13 

December 2006, following the publication of the Scottish Executive’s new 
cultural policy, Scotland’s Culture18 in January 2006. 

 
The consultation proposes four key provisions: 

 
• A reform of the law concerning local provision of culture, which will be 

used to encourage local authorities to develop ‘local cultural 
entitlements’ as part of cultural planning; 

 
• The creation of a new public body, Creative Scotland, to replace the 

Scottish Arts Council and Scottish Screen. Creative Scotland would be 
Scotland’s national cultural development body; 

 
• Changes to the governing legislation of the National Collections, 

updating their functions and making it easier for them to work together;  
 

• Changes to the law in relation to dealing with ‘tainted’ cultural objects, 
creating new criminal offences. 

 
19. The round-table discussion focussed mainly on the creation of Creative 

Scotland and also touched on the role and responsibilities of local 
authorities. The wider issues of the creative industries and creativity 
generally in Scotland were also discussed. 

 
Creative Scotland 
 
20. There was some scepticism expressed during the round-table discussion 

concerning the proposed replacement of the Scottish Arts Council and 
Scottish Screen by a new body, Creative Scotland, although SAC 
stressed that it was not simply a merger, but the creation of a new body 
with a powerful remit. The minister also stressed that Creative Scotland 
was not being created to address a failure within the current arts bodies, 
but rather to bring more energy and ambition to the arts sectors via a 
single public body. One over-arching theme emerged; what should the 
fundamental purpose of Creative Scotland be? Within that, three key 
issues emerged from the discussion: 

 

                                                 
18 http://www.scottishexecutive.gov.uk/Publications/2006/01/18091052/0
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• Creative economy - How would Creative Scotland work with the 
enterprise agencies (specifically Scottish Enterprise) to bridge the 
perceived gap between artistic and creative priorities with the need for 
economic development and business growth? What roles would 
Creative Scotland and Scottish Enterprise have in this regard and how 
would Creative Scotland achieve a desirable balance between art and 
economics? This led to the question of how Creative Scotland would 
be judged: on artistic or economic success? The minister noted that the 
economic challenges that faced the creative industries had several 
unique characteristics and required innovative solutions to match the 
diverse nature of the sector. She added that Creative Scotland, 
Scottish Enterprise and Highlands and Islands Enterprise would all 
have important roles to play in ensuring the creative industries 
contributed to growing the Scottish economy successfully. If areas 
were thriving culturally then this would aid stimulation of the economy.  

 
• Resources – Many felt the resources available to Creative Scotland 

would ultimately determine its success and effectiveness. 
Underfunding remains a significant concern amongst many in the 
creative sector and was a big issue during the round-table discussion. 
Examples were given of National Lottery money being used for funding 
that should come from government. Concern was also expressed 
about politics playing a part in funding decisions if government had too 
heavy-handed an involvement.  

 
• Ministerial involvement – Significant concern was expressed across 

the board about the level of ministerial involvement in Creative 
Scotland as outlined in the Draft Culture (Scotland) Bill. Many found it 
to be overstated and would allow for greater control by ministers than 
would be desirable, making it possible for ministers to influence artistic 
matters. Many wanted it specifically stated in the bill that ministers 
could not interfere with artistic decisions. The minister stressed that, as 
currently drafted in the consultation, the power of direction was not 
intended to be used for interference in artistic matters or decisions but 
was a necessary safety-net that was applied to the establishment of all 
new public bodies to protect the substantial amount of public money 
involved. She added that the Executive is seeking a situation very 
similar to the one that currently exists, i.e. that the Executive retains a 
governance function, but that this would be in legislative form. The 
minister noted the concerns expressed and stated that the Executive 
was currently looking at the best form of words for a future bill that 
would best describe the intention without sending out the wrong 
message to the creative industries. She added that the role of 
government was to put in place the infrastructure and framework that 
would allow culture and the cultural industries to flourish. 

 
21. On the subject of where Creative Scotland would be located, the minister 

stated that a location review was currently on-going and the results of 
that would be announced shortly. 

 

8 
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Local authorities and local cultural entitlements 
 
22. The minister stressed that culture was not just about going to the theatre 

etc but rather should be embedded at a community level and used to 
achieve other ambitions. The example of regeneration was given as one 
in which culture could play a significant role in helping bring confidence 
to an area and improving the quality of life, making areas appealing to 
live and work in. The local cultural entitlements outlined in the Draft 
Culture (Scotland) Bill are designed to help achieve this. 

 
23. One main issue raised was that local cultural entitlements needed to be 

more than something that local authorities would be ‘encouraged’ to 
provide, rather that they should be something that must be delivered. 
However, others felt this was not realistic, and that local authorities 
should be trying to attain established national standards. The minister 
added that the entitlements would not be standard but rather should vary 
across local authorities according to local culture and what local people 
wanted. She added that standards would be established, but these 
would be standards of excellence rather than minimum standards. 

 
24. Another point made was that local authorities had to be involved in any 

discussions concerning the Draft Culture (Scotland) Bill and perhaps 
needed to think more creatively locally, given the very important role they 
play in delivering cultural and creative activity to communities. 

 
Creative industries/general comments 
 
25. Several key issues emerged: 
 

• Commissioning – Some felt that more needed to happen in Scotland 
in this process. An example was given of publishing, where everything 
can be done in Scotland, as compared to broadcasting, where very 
little is commissioned in Scotland.  

 
• Investment – Inward, forward-looking investment was seen as a 

crucial issue and some felt that it was very important that Scotland 
secures and brings in next-generation media companies, something 
that many believe is not currently happening. 

 
• Competitors – Some felt that Scotland had fallen behind areas such 

as Wales, the north-west of England and Northern Ireland, which have 
a greater degree of joined-up thinking. The minister indicated that 
whilst Scotland was well placed and performing quite well as compared 
to some of its competitors, there was a challenge to make up gaps in 
certain areas such as broadcasting and new media.  

 
• Skills – What are the gaps in skills, how are these identified and how 

can they be filled? Who will have responsibility for improving skills and 
filling gaps? The minister stated that the skills agenda in the creative 
industries brought together both commercial and artistic priorities, i.e. 

9 
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the greater the artistic and creative content, the greater the level of 
skills and excellence required, providing both a challenge and an 
opportunity for the sector.  

 
• Ideas – Some thought that Scotland did not currently create and 

innovate as well as it should and was losing ground in terms of ideas. 
Some also felt that ideas were the most important factor in making 
Creative Scotland work and that the body should be ideas driven. 

 
• Education and elitism – There seemed to be a tension between those 

arguing in favour of focus on inclusiveness and education, including 
very young children, and those advocating primary focus on the high-
end achievers, and maximising opportunities for them. The minister 
stated that the central guiding theme of what the Draft Culture 
(Scotland) Bill was trying to achieve was increased access for 
everybody in Scotland to the very best of what culture has to offer.  

 
• Inward v outward – Some felt that Scotland was too inward looking in 

its cultural vision and was losing out, both creatively and economically, 
by not looking to speak outwards to other cultures. 

 
The way forward 
 
26. After the election, it is possible that the new administration will seek to 

introduce some form of cultural legislation, whether based on the current 
Draft Culture (Scotland) Bill, or separate draft legislation. It is likely that 
whichever committee has responsibility for cultural matters will be given 
responsibility for the scrutiny of that legislation at Stage 1. This paper will 
be relevant as both background information and early scrutiny and can 
be used to inform that Stage 1 scrutiny process. 

 
27. Outside of any legislation that may or may not be introduced by a new 

administration, it is recommended that a future committee continue to 
monitor developments in cultural policy and the creative industries and 
consider a full inquiry on this topic at a suitable future date. 

 
28. XXX complete after discussion with cttee. 
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