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1.1 Ministerial Foreword

This Annual Implementation Report presents the activities for
the Lowlands and Uplands ESF Programme in 2010. Like the
rest of the world Scotland has been badly hit by the financial
crisis and recession, but 2010 was a year when the economy
began to improve. After a year of decline, output began to
grow followed by increases in employment. But progress has
been very hesitant — unemployment has stopped rising but is
still too high - and it will be some time before the economy
returns to the position it was in before the recession hit.

In such a situation it is important that government does all it can to nurture growth.
The Scottish Government has pursued its Economic Recovery Plan, first published
in 2008 and regularly updated, most recently in February 2011. The European Funds
have played an important role in this plan as we have sought to front-load the
spending to counter recession while supporting activities that will improve the long
term competitiveness of the economy. The European Social Fund has also been
able to respond to the increased number of people looking for work. By the end of
2010 we had allocated all of the funds available for ESF in the LUPS areas (and a
large proportion of the other funds in Scotland).

With the major economic changes taking place it is important we keep the
Operational Programme under review to ensure that it remains relevant. In the
course of 2010 we developed plans for a new Priority 5 within the LUPS ESF
programme. This built on lessons learned in delivering the Programme to date and
was designed to establish local ‘strategic skills pipelines’ able to give continued
support to individuals moving from unemployment and into work. This came into
effect early in 2011. | am grateful to the Commission fro their support and assistance
in securing these important changes.

The Scottish Government has expressed its support for the Europe 2020 strategy.
The Government’'s own Economic Strategy, with its central purpose to deliver
sustainable economic growth in Scotland, is already aligned with the priorities in the
2020 strategy. We have recently responded positively to the consultation on the
future of cohesion policy and structural funds launched by the Commission with
publication of the Fifth Cohesion Report.
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In the forthcoming discussions on the future of the funds we will continue to work
closely with our colleagues in the UK government with the Commission officials and
with stakeholders in Scotland towards a positive outcome for the next programme
period.

Aot

JIM MATHER
Minister for Enterprise, Energy and Tourism
March 2011

1.2  Executive Summary

The Operational Programme for the Lowlands and Uplands Scotland European
Social Fund (ESF) 2007 — 2013 (CCI: 2007UK052P0002) was approved on 22
November 2007. The 2010 Annual Implementation Report provides details in
accordance with Article 67 of Regulation 1083/2006 and was approved by the
Programme Monitoring Committee (PMC) on 25 May 2010.

The third formal application round was completed during the year along with a
number of projects approved using the Exceptional Projects procedure and a full
application round for Priority 5. In total, 81 new projects (excluding technical
assistance) requesting ESF grant totalling £110,798,735 were approved in 2010.
This brought the cumulative commitment figure (excluding technical assistance) for
the LUPS ESF Programme to £238,408,868 and 308 projects supported.

A change to the ESF Operational Programme was formally agreed by the
Commission on 10 November 2010. This change involved the virement of €62. 345
million ESF grant from uncommitted resources in Priorities 1, 2 and 3 in order to
establish a new Priority 5 (Strategic Skills Pipeline). The amendment was formally
requested under Article 33 of Council Regulation (EC) No. 1083/2006 and is justified
by significant socio-economic changes, notably by the current serious economic
crisis, and implementation difficulties. A copy of the Commission decision is
attached as Annex 1.

The other main points to note in this report are:

e A deteriorating global economy has continued to put pressure on the Scottish
economy and the Structural Funds have been identified as potentially playing a
positive role in the introduction of counter-recessionary measures and in
exploiting new economic opportunities;
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e In addition to 28 Article 60b visits being undertaken during the year to approved
projects, considerable progress was made in finalising documentation and
guidance associated with Article 60b and other expenditure verifications; and,

e During the year the Monitoring Committee agreed the approval of 3 Round
Projects; the approval of projects under the Exceptional Projects Procedure for
2007 — 2013 Programmes and received updates on the implementation of the
Evaluation Action Plan.

The N+2 target was met for 2010. The amount of ESF grant declared to the
Commission at the end of 2010 was €33,896,605.22.

The 2011 Annual Implementation Report will pick up on those monitoring and
evaluation activities where it has been too early to comment on at this time.
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SECTION 2: OVERVIEW OF THE IMPLEMENTATION OF THE OPERATIONAL
PROGRAMME

2.1  Achievement and analysis of the progress

This section examines the progress made during the year in implementing the ESF
Operational Programme. It reviews it from a range of different financial and physical
perspectives. The data has been extracted from the EUROSYS online application
and claim system. The financial table below in Section 2.1.1 highlights the
expenditure paid out by project beneficiaries and included in payment claims sent to
the Managing Authority. The remainder of this section highlights the physical
implementation of the Operational Programme.

2.1.2 Information on the physical progress of the Operational Programme

A number of new ESF projects were approved during 2010 and an increasing
number of grant claims have been submitted which detail financial and physical
performance on previously approved actions. All approved applications are
captured through the new EUROSYS online application system to enable the
appropriate information required under the Council Regulation (EC) No 1083/2006
Article 37 (d). The attached Annex 2 reviews the physical progress of the
Operational Programme and compares declared activity for various output and result
indicators against their agreed programme targets.

2.1.3 Assistance by target groups

The attached Annex 3 provides an analysis of information in accordance with part C
of Annex Il to Commission Regulation 1828/2006 Categorisation of Funds
assistance for 2007 — 2013. Finally, in accordance with Commission Regulation
1828/2006 Annex XXIII, additional reporting is required in relation to indicators that
do not have targets set for them. This is included in the Section 2.1.5.

2.1.4 Assistance repaid or re-used

De-commitments, under claims against awards as referred to in Articles 57 and 98
(2) of Regulation 1083/2006

There were 10 project de-commitments in 2010 in the Lowlands and Uplands ESF
Programme. These decisions were made by sponsors to reflect a changed
operating environment, in particular a loss of co-finance. No projects were de-
committed by the Managing Authority for compliance reasons. By 31 December
2010, final claim payments had been made on 62 projects and of these 52 had an
under-claim against the approved ESF grant award. The total under-claim against
awards by 31 December 2010 was £2,527,388 which was recycled back into the
Programme for use on new approved actions.
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2.1.1 Financial Information (EUROS) - Payments to Project Sponsors to 31 December 2010

Priority Fund scope | Expenditure paid out Corresponding Private Expenditure Total
by the beneficiaries public Expenditure paid by the payments
included in payment Contribution body received from
claims sent to the responsible the
managing authority for making Commission
payments to
the
beneficiaries*
1 - Progressing Into Employment ESF 66,064,291.65 66,064,291.65 0| 27,269,602.59 14,307,644.71
2 - Progressing Through Employment ESF 8,165,439.32 8,165,439.32 0 3,325,886.54 1,840,588.56
3 - Improving Access To Lifelong Learning ESE 5,427,132.57 5,427,132.57 0 2,201,090.18 1,057,399.03
4 - Technical Assistance ESF 2,200,051.83 2,200,051.83 0 1,100,025.91 787,712.38
Grand Total 81,856,915.37 81,856,915.37 0 | 33,896,605.22 17,993,344.68

*The figures given for payments made by the Scottish Government to project applicants relates to the grant element identified in each claim

intervention. These figures have been checked and verified by the Scottish Government prior to any declaration to the Commission.

processed based on the agreed rate of
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2.1.1 Financial Information (EUROS) — Payments received from European Commission to 31 December 2010

LUPS
ESF Taken from
CCl:2007UK052P0O00
2 EC Receipts
Taken from EC Declarations
EC Declaration
Payment Community Community Cumulative
Request Expenditure Cumulative Support Support Date Sterling Sterling Exchange
No Date Declared Expenditure Requested Received Received Received Received Rate
2% 14/12/200
Advance |7 N/A N/A N/A €5,398,418.84 14/12/2007 £3,878,763.94 £3,878,763.94 0.7185
3% 27/02/200
Advance |7 N/A N/A N/A €8,097,628.26 27/02/2007 £6,129,904.59 £10,008,668.53 | 0.7570
2.5% 28/04/200
Advance |9 N/A N/A N/A €6,748,023.55 28/04/2009 £6,039,481.08 £16,048,149.61 | 0.8950
10/09/200
1 9 €1,227,820.54 €1,227,820.54 €613,910.27 €613,910.27 24/12/2009 £551,721.16 £16,599,870.77 | 0.8987
21/12/200
2 9 €38,582,342.67 | €39,810,163.21 €17,379,434.40 €17,379,434.40 | 03/02/2010 £15,194,839.50 | £31,794,710.27 | 0.8743
16/12/201
3 0 €42,046,752.16 | €81,856,915.37 €18,952,269.85 €0.00 £0.00 £0.00 0.0000

Cumulative Community Support received

€38,237,415.32

10

£31,794,710.27




Lowlands and Uplands Scotland European Social Fund Programme 2007 — 2013
Annual Implementation Report 2010

2.1.5 Assistance by target groups — Additional Reporting

In accordance with Commission Regulation 1828/2006 Annex XXIIl, additional reporting is required in relation to indicators that do
not have targets set for them. These are reported in the table below. The data has been gathered from progress reports submitted
on the EUROSYS information system. The Scottish Government undertook a considerable amount of work during the year to
review the accuracy and consistency of the leaving data entered onto EUROSYS.(TO BE COMPLETED)

2010 Cumulated values since the beginning

People Entering People Leaving People carried over People Entering People Leaving

(Sub) Indicator Total Female Total Female Total Female Total Female Total Female
Priority

1 Total number of participants

Employed

of which self-employed

Unemployed

of which LTU

Inactive

of which in education/training

Young people (15-24 years)

Older people (55-64 years)

Migrants

Minorities

Disabled

Others

R G R

Primary or lower secondary
1 education (ISDEC 1 and 2)

Upper secondary education
1 (ISCED 3)

Post-secondary non tertiary
1 education (ISCED 4)

Tertiary education (ISCED 5
1 and 6)

2010 Cumulated values since the beginning

11
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People Entering

People Leaving

People carried over

People Entering

People Leaving

(Sub) Indicator Total Female Total Female Total Female Total Female Total Female
Priority
2 Total number of participants
2 Employed
2 of which self-employed
2 Unemployed
2 of which LTU
2 Inactive
2 of which in education/training
2 Young people (15-24 years)
2 Older people (55-64 years)
2 Migrants
2 Minorities
2 Disabled
2 Others
Primary or lower secondary
2 education (ISDEC 1 and 2)
Upper secondary education
2 (ISCED 3)
Post-secondary non tertiary
2 education (ISCED 4)
Tertiary education (ISCED 5
2 and 6) 1,524
2010 Cumulated values since the beginning

12
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People Entering

People Leaving

People carried over

People Entering

People Leaving

(Sub) Indicator Total Female Total Female Total Female Total Female Total Female
Priority
3 Total number of participants
3 Employed
3 of which self-employed
3 Unemployed
3 of which LTU
3 Inactive
3 of which in education/training
3 Young people (15-24 years)
3 Older people (55-64 years)
3 Migrants
3 Minorities
3 Disabled
3 Others
Primary or lower secondary
3 education (ISDEC 1 and 2)
Upper secondary education
3 (ISCED 3)
Post-secondary non tertiary
3 education (ISCED 4)
Tertiary education (ISCED 5
3 and 6)

13
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2.1.6 Qualitative analysis
Horizontal Themes

The horizontal themes are a consistently key element of Scottish Structural Funds
programmes. For over a decade, Scottish Programmes have actively pursued the
integration, or mainstreaming, of the horizontal themes, particularly Equal
Opportunities, Sustainable Development and Social Inclusion, into the design and
delivery of projects. The responsibility for mainstreaming has lain at each
operational level. Projects, to be eligible for support from European Structural
Funds, have been required to demonstrate how they will promote equal
opportunities, sustainable development and social inclusion, and to report on their
achievements in these respects. At the same time, the Managing Authority and
Intermediary Administration Body’'s Programme Managers have committed
themselves to providing the resources and support for projects to do this.

The following sections provide summary detail of the activities in 2010 underpinning
this embedding of good practice in the new programmes, particularly with respect to
Equal Opportunities, Environmental Sustainability, and Social Inclusion.

Monitoring Horizontal Themes

2010 saw an increase in the number of Article 60b on the spot visits within the LUPS
ESF Programme. An integral part of the monitoring process is to ensure that the
horizontal themes are being instituted as core values within the projects and the
visiting team members ask to see clear examples and evidence of how the project
management have considered and implemented the values of the three themes.
The project management is also responsible for ensuring that partners and sub-
contractors involved in the project also follow the same policy.

Mainstreaming the Horizontal Themes — Twin-track approach

The LUPS Programmes have is a ‘twin-track’ or dual approach to mainstreaming the
horizontal themes, for example by combining scope for positive action through
discrete projects which have a focus on environmental sustainability; and
mainstreaming - a requirement that all funded projects evidence they address the
horizontal themes in their project activity. In ESF projects funded under the first
round of the LUPS Programme, there were a number of positive action projects, for
example ESF funding of the Community Planning Partnerships’ employability
programmes will directly contribute to improving social inclusion; other projects are
focusing their activity on renewable energy research, energy saving and resource
efficiency and environmental sustainability.

14
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1. Social Inclusion

The Scottish Government is committed to a Scotland which is wealthier and fairer,
smarter, healthier, safer, stronger and greener - to provide the opportunities and the
incentives for all to contribute to Scotland’s sustainable economic growth, reducing
poverty and the gap between the richest and the poorest support, with increased
economic participation, improved social cohesion and stronger communities.

By reconnecting large numbers of people in disadvantaged groups and communities
to the mainstream economy, and encouraging work that pays fairly, we help more
people in Scotland to fulfil their potential; increase economic growth and participation
in our labour market and create greater social equity across Scotland. This
improves the capacity of individuals and their families to lift themselves out of
poverty, and by developing their resilience it is felt that barriers to employment such
as benefit disincentives, access to appropriate and affordable childcare can to be
addressed along with greater focus on promoting equality.

The European Structural Funds Division is committed to working with organisations
to support and advise on implementing the horizontal theme of Social Inclusion.
Continual monitoring of all horizontal themes is built in to the Lowlands and Uplands
ESF programme 2007 - 2013 and overseen by the Managing Authority and
Intermediate Administrative Body partner ESEP Ltd.

Example of Social Inclusion Good Practice in Approved Projects

ESF Priority 1: LUPS/ESF/2009/3/1/0125 - New Chances For Change
Project Sponsor: The Venture Trust

This project supports a programme of personal development activities for a target of
120 of Scotland’ s most vulnerable young people and adults including care leavers,
young offenders, and those with mental health, drug or alcohol problems. The
Venture Trust's own outreach team work closely in partnership with Foyer
Federation, NCH, Skills Development Scotland and Barnados to identify young
people who can gain from taking part in the project. The project delivers
considerable one to one support and participants benefit from pre-course support to
ensure engagement and progression.

Training and support will be provided, with participants being able to join a number of
courses depending upon need and personal circumstances, such as a 3 week
intensive residential course run from a remote residential centre in Applecross or
through 7, 10 and 18 day development courses delivered through the Venture
Trust’s Community Mobile Training Centre.

15
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Each course has a combination of indoor and outdoor activities, individual and group
support is provided with an emphasis on learning new personal, social, life and work-
based skills such as communication, planning and problem solving. Further training
that can lead to employment or higher education opportunities is explored. Aftercare
support is an important element of the project; the project will also work closely with
referral partners and employers to deliver support and development within
participant’s home communities.

On average the project expects to be able to assist 50% of participants into
employment, further education, training or employment and all participants to gain
confidence and motivation.

ESF Priority 2: LUPS/ESF/2009/2/2/0051 - ScotAction MA Support Packages
Project Sponsor: The Scottish Government

ScotAction is the Scottish Government’s skills support package to help support
Scotland’s economy out of recession and back to economic growth. In February
2009, the Scottish Government agreed to provide additional funding to allow 7,800
new and additional apprentices to be recruited during 2009/2010. The apprentices
included in this project are part of the additional 7,800 apprentices. The project is
delivered in partnership with Skills Development Scotland and will introduce the
following support measures:

Adopt An Apprentice: employers are offered £2,000 to recruit a redundant apprentice
guaranteeing apprentices will complete their Modern Apprenticeship and maintain
the current level of apprentices in Scotland and attract new apprentices.

Innovate With An Apprentice: recruitment of apprentices in key growth industries in
Life Sciences and Renewable Energy (Wind Turbine Maintenance). The British Wind
Energy Association WEA estimates that between 10,000 and 20,000 new wind
turbine engineers will be needed by 2010. Skills issues relating to maintenance has
already been highlighted in a number of reports. Life Sciences has also been
identified as a key growth area. As the sector develops it is anticipated that the
demand for technicians and more advanced levels will be increased. This stage of
the project promotes the recruitment of two new apprenticeships for the cost of one;
with the wage costs of the second apprentice being paid by the Scottish
Government.

To qualify for the wage support companies must confirm at least 50% of apprentices
will be new recruits to the company, the others may be current employees who want
to move into an apprenticeship. The “free” apprentice will receive full pay from the
Scottish Government for a period of up to 3 years allowing the completion of the
apprenticeship.

16
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Community Planning Partnerships

Community Planning Partnerships (CPPs) is a process which helps public agencies
to work together with the community to more effectively plan and deliver better
services and can make a real difference to people's lives. These have been formed
across the country to deliver these benefits, provide more information and support to
their local level planning efforts and support CPPs to access expertise on community
regeneration and tackling poverty, equalities and social inclusion issues.

There are legal obligations and Equality Impact Assessments to access expertise on
community regeneration and tackling poverty. This impacts positively by increasing
the proportion of school leavers (from Scottish publicly funded schools) in sustained
destinations (FE, HE, employment or training); reduce the number of working age
people with severe literacy and numeracy problems and decrease the proportion of
individuals living in poverty in Scotland. Within the ESF Programme (Priority 1), the
main focus of the funding towards CPPs is on social inclusion activity which shows
close integration with the job brokerage activity funded through Priority 3 of the
ERDF Programme.

The new Priority 5 objective strategic skills pipeline was introduced in 2010 aimed
at encouraging a local, demand=led approach to employability and skills
development which will ensure that ESF funds are targeted at local needs
appropriately. This will be done through 17 CPP, 3 targeted strategic initiatives and
a voluntary sector consortium bid.

2. Equal Opportunities

Equality Schemes

The UK Government’s Equality Act received Royal Assent in April 2010 with the
majority of provisions coming into force in October 2010. A key element of the
legislation is the introduction of a single Equality Duty, replacing the three existing
public sector equality duties. This new duty covers race, disability, gender, age,
religion and belief, sexual orientation, gender reassignment and pregnancy and
maternity. Like the three existing duties, the new single Equality Duty is in two parts;
a general duty, which is set out in the Act, and specific duties which can be placed
on certain public authorities to ensure the better performance of the general duty.
The Scottish Ministers' have consulted on the specific duties which will be placed on
public authorities, and plan to lay regulations early in 2011.

The duty is instrumental in driving both institutional and cultural change, ensuring
that public bodies systematically consider the impact of all their policies and services
on all communities and actively find ways to improve disadvantage and
discrimination.

However, prior to the introduction of the new duty, the Scottish Government

published the annual reports of the Gender Equality Scheme and the Disability
Equality Scheme in 2010

17
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Gender Equality Scheme - www.scotland.gov.uk/Publications/2010/04/06112510/0

Disability Equality Scheme - www.scotland.gov.uk/Publications/2010/12/24082632/0

European Perspective

The European Social Fund Regulation 1081/2006, Articles 2 and 4.5 refer to the
promotion of gender equality. Article 3 (b) (iii) specifies “mainstreaming and specific
action to improve access to employment and increase sustainable participation and
progress of women in employment, and to eliminate direct and indirect gender based
segregation in the labour market inter alia by addressing the root causes of the
gender pay gaps.

A global approach to gender equality in the 2007 - 2013 Programmes is required to
ensure that the activities undertaken are not merely isolated measures with limited
impact on the general situation in terms of equality.

The ESF regulations for the 2007 - 2013 Programme period reflect strongly the EU’s
commitment to eliminating inequality between women and men. Specific actions
aimed at women are combined with a strong gender mainstreaming approach, which
means not only having specific activities for women in different fields, but
incorporating the gender dimension into all stages of programming and
implementation in order to increase women’s participation and progress in the world
of work. Nevertheless, in 2007 - 2013 these ESF provisions are reinforced by the
specific principle on gender equality in the Regulation common to all funds. The aim
is to ensure that gender mainstreaming is more effectively applied in all ESF
priorities within the frame of a structural approach to gender equality as well as in all
other Structural Funds initiatives. This differentiates the new ESF regulations from
their predecessors. Gender equality issues are no longer addressed as a separate
specific priority within which positive, action-oriented activities are developed, but as
a cross-cutting principle applicable to all ESF priorities.

Equal Opportunities and Gender Mainstreaming

Scottish Government Ministerial Priorities

Included as a "specific duty” of the Gender Equality Duty in Scotland, there is a
requirement for Scottish Ministers to set priorities for the advancement of equality of
opportunity between men and women. After a process of consultation and data
analysis, Scottish Ministers decided in June 2009 that the priorities would be tackling
violence against women and occupational segregation. In July 2010 Ministers
published reports giving an overview of progress made by listed public authorities in
the priority areas towards tackling occupational segregation.

There is clear evidence that occupational segregation continues to be a significant
problem in Scottish society with examples of gender inequality in employment and of
a continued gender pay gap. The research identified many examples of work to
challenge occupational segregation, including developments in structures, strategy
and policy; information gathering, monitoring and reporting; initiatives and specific
work; and training and awareness-raising. Whilst no conclusions were drawn about
the level of change that had been achieved in tackling occupational segregation in

18
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recent years, nor the particular impact of all of the separate work, it is reasonable to
infer that these developments indicate overall progress in tackling occupational
segregation and suggest positive changes in addressing this.

www.scotland.gov.uk/Publications/2010/07/01154459/0

Scottish Government Gender Equality Scheme

The Scottish Government’s Gender Equality Scheme published in 2008 covers the
period 2008 - 2011 and sets out how SG will approach gender equality, outlining
intended actions to ensure that policies, practices and services take into account the
needs of women and men. The Scheme also emphasises the need to fully consider
and understand the needs and experiences of women and men in policy
development.

The Scheme details key actions for the Structural Funds Programmes in Scotland
which are identified as contributing to progressing Scottish Government’s gender
equality policy objectives. Expected outcomes are to “reduce inequalities in the
workplace. Increase opportunities for groups who may be disadvantaged in the
workplace”. “Evaluation should inform outcomes which can be mainstreamed across
Scotland”, and “Improve the projects receiving funding’s awareness of gender
equality issues and how to address them within their projects”.

Women in Science, Engineering and Technology (SET)

Despite inroads in other sectors, women are under-represented and an underutilised
resource in science, engineering and technology (SET) in Scotland. The Chief
Scientific Adviser to the Scottish Government believes that Scotland needs to use
the resources of all sectors of society, and that overcoming gender stereotypes in
science, engineering and technology is in everyone's interest, and will help Scotland
to thrive beyond the current economic climate. A motion agreed by the Scottish
Parliament following a debate on Science for Scotland in 2009 called upon the
Scottish Government "to include in its science strategy specific action to improve the
participation and employment of women in the science sector".

As a result of this motion, a think tank took place in February 2010 co-chaired by
Professor Anne Glover, Chief Scientific Adviser, and Professor Alice Brown of the
University of Edinburgh. A number of recommendations were agreed which are
being taken forward.

19



Lowlands and Uplands Scotland European Social Fund Programme 2007 — 2013
Annual Implementation Report 2010

Equality Budget Statement 2010

In November 2010, the Scottish Government published an Equality Budget
Statement which provides a summary of the action that the Scottish Government has
taken to ensure equality has been considered within the Scottish Budget process for
2011 - 12. It further outlines the equality implications of the Scottish Budget
proposals for each portfolio and how each contributes towards making Scotland a
fairer and more just society. It also provides an overview of the impacts on those
with the lowest incomes.

Gender Budget Analysis - Scottish Women’s Budget Group -
www.swbg.org.uk

A key driver of this process was the Scottish Government’'s engagement with the
Scottish Women’s Budget Group (SWBG). The SWBG was founded to promote
gender equality in the Scottish budgetary process and brings together a cross-
section of women with expertise from academia, local communities, the statutory and
voluntary sectors and trade unions. A member of staff from the LUPS IAB
participates in the SWBG.

The SWBG promotes Gender Budget Analysis (GBA) as a methodology that can
connect priorities with resources and identify how public expenditure may benefit
women and men differently. The SWBG aims to encourage the Scottish Parliament
and the Scottish Government to change the way decisions are made about how
public money is spent. The Group works together to:

e respond to published spending plans and government consultation
opportunities;

e provide evidence and guidance to the Scottish Parliamentary Committees and
Scottish Government on equality-proofing Budget proposals;

e meet Scottish Government Ministers, civil servants and MSPs;

e participate in the Scottish Government’'s Equality Proofing Budgets Advisory
Group;

e share information with other initiatives and groups seeking to promote gender
equality.
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Examples of Equal Opportunities Good Practice in Approved Projects

ESF Priority 1: LUPS/ESF/2009/3/1/0174 - Fife Women's Technology Centre
Project Sponsor: Fife Council

The project is managed and delivered by Fife Women’s Technology Centre (FWTC),
which has over 20 years’ experience delivering successful technology projects in a
community setting. It is based in the regeneration of Lochgelly which is in the top
15% of the Social Deprivation Register for Scotland, and is a former coalfield area
with second and third generation unemployment.

The project provides a comprehensive training package to prepare participants for
employment and is closely aligned with local and national objectives to tackle
unemployment, poverty and mental ill health. It develops the technical, social and
personal skills of 100 participants through a fully certificated programme from SCQF
levels 3-8. It provides in-house higher level ICT courses with industry recognised
gualifications e.g. A+ and CCNA. The project raises awareness of employment
opportunities through on-going guidance, inter-agency information workshops and
work placements. FWTC works to increase confidence, widen horizons and raise
aspirations through an intensive personal development programme and in-house
counselling and psychotherapy service, for those who require additional one-to-one
support.

One of the courses is Women Into Technology, which recognises that women
hoping to return to work or a course of studies are faced with special obstacles such
as childcare, low confidence and lack of up to date technical skills. The training is
delivered in a supportive atmosphere to a high standard.
By the end of the course, trainees will have had the opportunity to gain NQ modules
in a variety of subjects, which will assist them in gaining employment or accessing
further or higher education. To be accepted on this training programme, women
must be over 18, unemployed (or working part time) and committed to a part time
course. No academic qualifications are necessary and those on benefit should not
be affected.

The course is for women living in the Fife area, particularly in areas of high
unemployment; for lone parents; for women over 40 returning to work; for women of
ethnic origin and for women with disabilities. The course is run on a part time basis
and is mainly in line with current school terms. A work placement may be provided
with a local company or industry towards the end of the training programme.
Trainees with children are helped by Administrative staff in FWTC, who advise on
appropriate methods of childcare. All childcare costs are met and assistance may
also be given with transport costs
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3. Environmental Sustainability

The Scottish Government are committed to the Scottish Sustainable Development
Strategy. The key objectives of this Scottish Government strategy are to make
Scotland:

Wealthier and Fairer. The Government takes pride in Scotland's strong, fair
and inclusive national identity. Its core aim is to help businesses and people
increase their wealth and allow more people to share fairly in that wealth. The
impact of a changing climate means that future growth must be achieved in a
responsible and sustainable way;

Healthier. Helping people to improve their health, especially in disadvantaged
communities, ensuring better, local and faster access to health care;

Safer and Stronger. Helping communities to flourish, becoming stronger,
safer places to live, offering improved opportunities and a better quality of life;

Smarter. Expanding opportunities to succeed from nurture through to lifelong
learning ensuring higher and more widely shared achievements; and,

Greener. Improving Scotland's natural and built environment and the
sustainable use and enjoyment of it.

There are four key principles underpinning the Scottish Government approach to
sustainable development. These are to promote:

Sustainable consumption and production: essentially achieving more with
less. As a result, projects need to show evidence that they have been able to
make more efficient use of resources, consider the impact of the products and
materials over their whole lifecycle and encouraging people to take into
account the social and environmental consequences of their purchasing
choices;

Climate change and energy use: securing a profound change in the way in
which energy is generated and used and reducing greenhouse gas emissions;

Natural resource protection and environmental enhancement: protecting
natural resources by developing a better understanding of environmental
limits and actively improving the quality of the environment; and,

Sustainable communities: creating communities that embody the principles of
sustainable development locally.
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Scotland - A Low Carbon Society

This is a flagship set of publications on climate change, energy and the low carbon
economy which aims to support this transition and describe the benefits and
opportunities of building a low carbon Scotland. The documents in this series are:

e Low Carbon Scotland: Meeting the Emissions Reduction Targets 2010-
2022, published on March 14, 2011, describes the measures identified to
meet the emissions reduction targets established by the Climate Change
(Scotland) Act 2009, over the period 2010-2022;

e The Low Carbon Economic Strategy, published on November 15, 2010,
sets the policy direction for low carbon economic opportunities, and aims to
strengthen business confidence in exploiting those opportunities;

e The Low Carbon Scotland Public Engagement Strategy, published on
December 30, 2010, explains our approach to informing people about what
they can do to help Scotland take action on climate change; and,

e Conserve and Save: The Energy Efficiency Action Plan, published on
October 06, 2010, sets out in detail the actions the Scottish Government is
taking to achieve a step change in energy use.

What is being done differently in 2010?

N-RIP: 2010 saw the introduction of a joint plan by the Scottish Government, its
Enterprise Agencies and the private sector. The report centres around how we can
work with industry to ensure that Scotland is in the best possible position to create
economic growth in a new business sector that we have the natural resources to
utilise and at the same time reduce our carbon emissions targets.

Low Carbon

In the area of carbon reduction the Scottish Government have not considered this to
be a sector specific challenge. The Low carbon economy will be a major step
change for all business sectors, there are main contributors namely the Energy
generation, Heat and Transport sectors however there will also be significant
changes which can be developed through environmental and clean technologies and
the adaptation of agriculture and land use to help us meet Scotland and Europe’s
climate change targets.
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Examples of Environmental Sustainability in Approved Projects

ESF Priority 1: LUPS/ESF/2009/3/1/0198 - Skills for Sustainable Energies and New

Technologies
Project Sponsor: South Lanarkshire College

The Skills for Sustainable Energy and New Technology (SENT) Project is a strategic
West of Scotland initiative covering Glasgow, South Lanarkshire, Renfrewshire, East
Ayrshire, West Dunbartonshire and North Ayrshire, designed to address the
economic and social regeneration aims of Priority 1 of the ESF Programme.

This multi-agency regional partnership will promote a coordinated approach to
delivering a spectrum of employability initiatives to individuals who have been
unemployed or made redundant, have multiple deprivations and are finding it difficult
to enter/re-enter the labour market. The Project responds to the current economic
environment and complements the Scottish Government’s Principles and Priorities
and Scottish Economic Recovery Programme (June 2009), while addressing
demands in innovative growth sectors.

All partners will provide an integrated programme of early intervention, engagement,
personal development, vocational training in emerging renewable and sustainable
energies (sustainable energy device installation) and creative industries (digital
media), mentoring, work placement and work preparation from 1st July 2010 — 30th
June 2011.

The Project brings together the key economic organisations in the regions: Skills
Development Scotland Careers, Local Authorities, JobCentre Plus and employers in

a partnership with Ayr, Anniesland, Central, Reid Kerr and South Lanarkshire
Colleges.

LUPS IAB Activity on the Horizontal Themes

Proactive work on Horizontal Themes

IAB staff have been working with Close the Gap to provide advice and assistance to
projects on gender equality and occupational segregation issues. Close the Gap has
been operating since 2002, the first phase of the project (from 2002 until the end of
2005) was funded by the EQUAL Community Initiative. The project works across
Scotland with those who can influence the gender pay gap as well as those who are
affected by it. The main focus of Close the Gap is developing innovative methods for
raising awareness and capacity building around the pay gap with employers and
employees.

Communications

ESEP newsletters continue to provide information and updates on horizontal themes
at Scottish, UK and EU level. Information on the horizontal themes continues to be
provided on the ESEP website, which contains separate sections on the horizontal
themes, including guidance information and contact details for relevant
organisations.
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Transnational Activity

Scotland is participating in the transnational learning network “Increasing the
Participation of Migrants and Ethnic Minorities in Employment” (IMPART). The
network is made up of 12 partners from 7 Member States, Germany, Belgium,
Scotland, England & Gibraltar, Greece, Estonia, and Spain. Berlin provide the
Secretariat.

The aim of the network is to influence the design of employment strategies, including
the future targeting of ESF support, for migrants and ethnic minorities in three
thematic areas:

1. Assessment and Validation: Valuing Migrant Competencies.

2. Fostering Anti-discrimination Skills as a Professional Approach to Recruitment
and Progression.

3. Integrated Territorial Approaches through transferring best practice.

IMPART aims to develop a general model/methodology for identifying good practice
in developing programmes which can be transferred to other themes and funding
programmes. It will do this by finding out what works, what doesn’'t work, and why, in
each of the member states taking part in the project. Activity will run from 1/11/2008
- 31/10/2011.

The Scottish partnership is made up of representatives from Equalities Unit, Fresh
Talent Team, European Structural Funds and the Intermediary Administrative Body
(ESEP), as well as external partners from the Bridges Programme, Anniesland
College, Scottish Qualifications Authority (SQA) and Scottish Credit and
Qualifications Framework (SCQF). Two parts of the Scottish Government - the
Equalities Unit and Fresh Talent Team, provided a total of £10,000 match funding
between them.

One of the aims of the ESF Operational Programme is increasing the employment
rate of ethnic minorities in the population, as this is far below the average
employment rate. Addressing the decline in the working age population by helping
the integration of migrant workers is another important aim of the Programme. The
first two themes being addressed by the Transnational Network will directly impact
on these aims, therefore Scotland has representatives on Thematic Working Groups
(TWG) 1 and 2. The outputs from their work should leave a lasting legacy through a
framework to validate qualifications of migrant workers (Theme 1); and a
professional qualification or module for recruitment and Human resource staff within
companies (Theme 2). Scotland is also represented on the Management
Committee.

To date, the Network has designed a benchmarking tool to indicate key features of
action which could either represent best practice or could be an obstacle to
successful implementation. Each of the participating Member States have gathered
information which has helped Network Moderators prepare a Baseline Report to give
context to the Peer Review process. Peers taking part in the first round of study
visits received training and took part in study visits.
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During 2010 a total of 7 study visits were completed. Scotland hosted a study visit in
September 2010 for TWG 2 (Fostering Anti-discrimination skills as a professional
approach). The other visits were as follows:

TWG 1: Berlin
TWG 2: Flanders, Estonia, (Scotland)
TWG 3: Andalusia, Baden-Wurttemberg, Aragon

There are 5 study visits planned for 2011 to England, Greece, Germany and Sweden
and a second visit to Scotland although this time under TWG 1. This will take the
total over 2010-11 to 12 visits.

Following this, evaluation reports will be drafted where joint conclusions on the
targeting of ESF funds will be drawn. Each TWG will design a final model or
‘product’, embodying what has been learned about best practice, or key risks and
problems which may be encountered. Stakeholders will be updated through annual
information events, where they may also provide feedback.

At the final 2010 meeting of the IMPART Management Committee in Berlin initial
ideas for the interim report were presented. These will be taken forward in 2011.

2.2 Information about compliance with Community law

The Scottish Government will ensure full compliance with all aspects of Community
law during the implementation of the ESF Programme. This has been a key principle
which has influenced the design of the application form, appraisal processes and the
monitoring and control environment governing approved operations. This is outlined
in more detail in the remainder of this section.

2.2.1 Management and Control

Outline of Management and Control System (MCS)

The Commission acceptance letter for the Management and Control System was
received by the Scottish Authorities on 11™ December 2009 and relates to both the
ESF and ERDF 2007 - 2013 programmes.

During 2010 projects were rigorously assessed by means of a four-stage compliance
process conforming to the requirements of Article 60 of Commission Regulation
1083/2006. Details of the project selection and appraisal processes were given in
separate guidance available via the Scottish Government and Intermediate
Administration Body (IAB) websites.

The four stages of checking cover project implementation, submission of financial
claims by sponsors and on-the-spot verifications. A description of the four-stage
compliance process was included in the 2009 AIR. The level of checking set out at
the beginning of the programme in the absence of evidence levels and accuracy of
claims and error rates may be subject to change in the light of experience. If the
evidence emerging from any of the four stages supports an adjustment to the level or
type of checks required, the MA will propose and agree amendments with the Audit
Authority.
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2.2.2 Competition Policy and State Aid

The Managing Authority has agreed a Legal Context for the European Structural
Funds State Aids Notification for the European Social Fund in Highlands & Islands
and Lowlands and Uplands Scotland. The Notification - reference: X664/2009 - sets
out the legal basis which ensures that the European Social Fund in Scotland
complies with the relevant provision of the EC General Block Exemption
(Commission Regulation No 800/2008). This notification has been used in 2010 for a
number of projects that have been approved for funding during the third round of
applications for the LUPS ESF programme under Priority 2 and the 1AB has included
this notification reference within these projects ‘Offer of Grant’ letter.

The State Aid Notification: X664/2009 is advertised on the European Structural
Funds section of the Scottish Government website here:
http://www.scotland.gov.uk/Resource/Doc/917/0093913.pdf

Information on State Aid is also provided in the ‘Guidance Notes for Applicants’
which is available from the IAB website here:
http://www.esep.co.uk/assets/files/Guidance/Guidance_Notes for Applicants.pdf
The Managing Authority has worked closely with the Scottish Government State Aid
Unit in 2010 to ensure compliance with State Aid rules across all ESF funded
projects. This close-working has been further improved as the State Aid Team was
re-positioned into the European Structural Funds Division in 2010.

The State Aid Team has a dedicated website that aims to raise awareness of State
aid and to provide colleagues, and entities involved in granting or approving public
funding, information specifically relevant to State aid in Scotland. The website has a
dedicated European Structural Funds sections here:

http://www.stateaidscotland.gov.uk/state aid/SA MainView.ijsp?pContentiD=391&p
applic=CCC&p service=Content.show&

2.2.3 Public Contracts

There have been no public contracts advertised as part of the operational
programmes. Beneficiaries of ESF funds may advertise contracts for ESF eligible
activity within their projects; however this is at project-level and is not noted in the
AlIR.

2.3 Substantial modification under Article 57 of Regulation (EC) No
1083/2006

There was no substantial modification under Article 57 of Regulation (EC) No
1083/2006 undertaken during the year.
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2.4  Changes in the context of the operational programme implementation
2.4.1 Scotland’s Recent Economic Performance in the Global Downturn
Summary

This section provides information on Scotland’s economy in 2010 within the context
of earlier developments across the recent period of recession. The recovery in
Scotland accelerated in the second and third quarters of 2010. However, Scotland’s
GDP contracted by 0.4% in the fourth quarter of 2010, possibly reflecting the
adverse weather at the end of the year.

The employment rate in Scotland fell sharply at the end of 2009 and the start of
2010, but made some recovery in the second half of 2010. The unemployment rate
peaked at 8.9% in May-July 2010, decreasing to 8.0% by the end of the year.
Despite this recent improvement in labour market indicators, the employment rate
remains lower than two years earlier and significantly below the rate at the start of
Scotland’s European Structural Funds programmes in 2007.

The Lowlands and Uplands Scotland region accounts for approximately 93% of
Scotland’s population. It therefore follows that the profile of the area is broadly in
line with that of Scotland as a whole.

Over the period from 2006/2007 to 2009/2010, there has been a deterioration in the
labour market of the Programme Area. The employment rate in the region has fallen
by 2.9% over the three year period while the economic activity rate has fallen by
0.8%. The unemployment rate in the Programme Area has also deteriorated
significantly, increasing by 2.7%. The claimant count, which provides a more up to
date labour market indicator, shows that the number of people claiming Jobseeker’'s
Allowance increased by 97% from December 2007 to December 2010, reflecting the
rise in unemployment brought about by the recession.

Over the period 2006/2007 to 2009/2010, there has been an increase in the
proportion of working men and women who work part time. The number of part-time
workers increased slightly over this period, despite the decrease in the total
employment level. The number of self-employed women has also increased.

The qualifications profile of the region has improved slightly over the three years,
with the proportion with no qualifications falling and the proportion with a qualification
above degree level increasing. The rate of business start-ups in 2009 was
marginally lower than in 2006; the rate of business closures increased over this
period.

The most deprived areas within the Programme Area have a significantly lower
employment rate and significantly higher unemployment rate than the region as a
whole. The employment rate in these areas decreased slightly between 2006/2007
to 2009/2010, by 0.2%. The unemployment rate in these areas has experienced a
greater deterioration, from 13.7% in 2006/2007 to 16.8% in 2009/2010. The
gualifications profile of the most deprived areas is considerably poorer than that in
the region as a whole with a significantly higher proportion of the population holding
no qualifications
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OQutput

Following five consecutive quarters of falling output, the Scottish economy emerged
from recession in 2009 Q4. The recovery accelerated in 2010 Q2 with a strong
bounce-back in growth; Scottish GDP expanded by 1.3% in 2010 Q2 and by 0.5% in
2010 Q3. In the fourth quarter of 2010, GDP contracted by 0.4% in Scotland and by
0.5% in the UK as a whole. Output in the final quarter of 2010 was affected by
heavy snow across the UK.

Output in Scotland in 2010 was 0.8% higher than in 2009, while output in the UK was
1.4% higher than in 2009. This is illustrated below in Figure 1.

Figure 1: GDP Growth (Quarter on Quarter) in Scotland and UK, 2005 — 2010
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The IMF* forecasts that the UK economy will continue to grow in 2011 and 2012,
albeit at a slower rate than the global economy. The UK’s GDP is forecast to grow
by 1.7% in 2011 and 2.3% in 2012. In the advanced economies taken together,
GDP is forecast to increase by 2.4% in 2011 and 2.6% in 2012. The UK Office for
Budget Responsibility,? which was created in 2010, forecasts GDP growth of 1.7% in
2011 and 2.5% in 2012. The Bank of England also forecasts positive growth in 2011
and 2012.°

Independent forecasters predict that the recovery in Scotland will continue in 2011,
with the average forecast indicating growth of around 2% over the year.

' IMF, World Economic Outlook, April 2011.
2 Office for Budget Responsibility, Economic and Fiscal Outlook, March 2011.
% Bank of England, Inflation report, February 2011
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Retail Sales

Retail sales in Scotland and Great Britain, adjusted for inflation, have grown steadily
since 2005.* Sales in 2010 grew by 2.4% in Scotland and 1.7% in Great Britain,
compared to the previous year. However, the figures for the fourth quarter of 2010
represent a slight weakening compared the second and third quarter; this may be
partly due to consumers’ difficulties in reaching retail outlets due to heavy snow.

Recent Labour Market Developments in Scotland

Following the onset of falls in output in the Scottish economy from 2008 Q3, the
unemployment rate weakened significantly throughout 2009 and early 2010.
Conditions in the labour market began to recover during 2010. After peaking at 8.9%
in May-July 2010, the unemployment rate decreased to 8% in October-December
2010.

The number of people aged 16 and over in employment in Scotland fell by 5.1% from
a pre-recession peak of 2,561,000 in March-May 2008 to 2,430,000 in February-April
2010. This was slightly smaller than the fall in GDP during the recession, which
decreased by 5.7% from the second quarter of 2008 to the second quarter of 2009.
The level of employment has since increased to 2,488,000 in October-December
2010, close to the level a year previously. The employment rate for people aged 16
to 64 in Scotland was 71.1% in October-December, slightly above the UK rate of
70.5%. This can be seen below in Figure 2.

Figure 2: Employment and Unemployment Rates (seasonally adjusted)
Rolling three-month periods, Jan-March 2006 to October-December 2010
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Source: Office for National Statistics, Labour Force Survey

The ILO unemployment® rate in Scotland was 8.0% in October-December 2010,
down from 8.9% in May-July 2010. The UK unemployment rate was 7.9% in

4  Scottish Government, Retail Sales Index (RSI) for Scotland for the 4" Quarter of 2010.

http://lwww.scotland.gov.uk/Topics/Statistics/Browse/Economy/PubRSI
® The International Labour Organisation (ILO) measure of unemployment is a survey based estimate of the number of people
out of work who are actively seeking a job and are available to start work. It provides the most comprehensive measure for
changes in the overall Scottish labour market and is reported on a rolling 3-month basis, with the latest data available for the
period December — February 2010.
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October-December 2010, having remained fairly stable since the middle of 2009.
The unemployment rate remains well above the pre-recession lows of 3.9% in
Scotland and 5.2% in the UK (in March-May 2008 in both cases). The
unemployment rate has been higher in Scotland than in the UK rate since the start of
2010, after more than three years below the UK rate.

The claimant count® in Scotland was 139,700 in January 2011. The claimant count
rate was 5%, the same rate as a month and a year previously, and the highest rate
since 1999.

Rate of Economic Inactivity

The rate of economic inactivity (those who are neither in employment nor ILO
unemployed) among those aged 16 to 64 in Scotland declined over a period of more
than a decade to 21.5% in April-June 2007. The rate rose gradually in 2008 and
2009, before rising sharply at the start of 2010 to 23.9% in February-April 2010. The
economic inactivity rate has since decreased to 22.6% in October-December 2010.
This is illustrated in Figure 3.

Figure 3: Economic Inactivity Rate, age 16-64 (seasonally adjusted)

Rolling three-month periods, Jan-March 1995 to October-December 2010
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Looking ahead, prospects for the Scottish labour market remain uncertain and are
dependent on the strength of the recovery in private sector output, the implications of
fiscal consolidation and macroeconomic conditions such as commodity costs and
inflation.

® Claimant Count data is based on Jobseeker's Allowance records and is reported on a monthly basis, with the latest data
available for March. While more timely and disaggregated than the ILO measures, it is less comprehensive as it excludes
those in the labour force who are not entitled to claim benefit and those who choose not to claim benefit.
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Youth Unemployment

In October-December 2010, Scotland’s ILO unemployment rate for 18 - 24 year olds
(not seasonally adjusted) was 16.4%, and the UK rate was 17.7%. The rate in
Scotland was 2.2% higher than a year previously and 5.1% higher than two years
previously. In the UK as a whole, the rate was up 0.7 percentage points on a year
previously and 3.6% on two years previously.

The youth employment rate in October-December 2010 was higher in Scotland
(63.7%, up 0.3%from a year earlier) than in the UK (58.5%, down 0.1% from a year
earlier).

In January 2011, 8.1% of people aged 18 - 24 were on the claimant count in
Scotland, a decrease of 0.2% (970 individuals) on the previous year. This is higher
than in the UK where 7.2% of people in this age group were claimants, a decrease of
1.1% on the previous year. Over the last month, the claimant count rate (age 18 -
24) increased by 0.6% in Scotland and by 0.4% in the UK.

Historically there are more young males on the claimant count than females. The
claimant count level for young males is currently around 2.6 times higher than that
for young females.

The latest Annual Population Survey data for Scotland shows that 14.8% of 16 - 19
year olds in Scotland (39,000 individuals) were NEET (not in education, employment
or training) in the year ending June 2010. This is a 2.5% increase on a year
previously, and a 3.6% increase on two years previously.

Small and Medium Enterprises’ Access to Finance

Surveys carried out for the Scottish Government’ show that small and medium
enterprises’ (SME) demand for finance was lower in November 2010 than in March
2009. The proportion of firms that applied for any kind of finance over the previous
three years (irrespective of whether they succeeded in obtaining it) decreased from
53% to 43% over this period. However, demand for finance remains greater than it
was in 2007, a time when lending was at its peak.

The percentage of firms which applied for finance over a three year period and were
rejected outright has increased since 2009, with 24% of all firms being rejected
outright in 2010. This compares to rejection rates of 12% in 2007 and 19% in 20009.
On this basis, the supply of finance to SMEs has fallen.

For firms which are not rejected outright, there has been an improvement in the
proportions that apply and successfully secure some of the amount they applied for.
The mean proportion of finance secured has risen to 66% of the total amount sought,
from 57% in 2009. This increase has been driven by micro firms (0 - 9 employees);
small (0 - 49 employees) and medium (50 - 249 employees) firms secured a smaller
proportion of the total amount sought in 2010 than in 2009.

" http://www.scotland.gov.uk/Topics/Economy/access-finance
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Region

The Lowlands and Uplands Scotland (LUPS) region described in this section
consists of all areas of Scotland not included in the Highlands and Islands NUTS 2
region.® The Annual Population Survey and Claimant Count data in this section uses
the 2003-revision NUTS boundaries, as these correspond more closely than the
current NUTS revision to the programme boundary.

Population

The population of the LUPS region was estimated at 4,764,600 over the period
October 2009 - September 2010 (hereafter referred to as 2009/2010).° This
represents a 1.2% increase on the population in 2006/2007. The Lowlands and
Uplands region accounts for approximately 93% of Scotland’s population; the profile
of the area is therefore broadly in line with that of Scotland as a whole.

The breakdown of the population by age group is shown below in Figure 4. The
make-up of the population of the Lowlands and Uplands region is broadly in line with
Scotland as a whole, with 29.4% of the population aged under 25, 47.9% aged 25 -
59 and 22.7% of the population aged 60 and above.

The age profile of the region shifted slightly towards older age groups between
2006/2007 and 2009/2010. Over this period, the proportion of the population aged
60 and above increased by 0.9%.°

Historically, the population growth rate has been lower in Scotland than in the EU15
as a whole. Over the 10 years from 1999 to 2009, average annual population growth
in Scotland was 0.24 per cent'* compared to 0.54% in the EU15.** This gap has
closed in recent years; in 2009, Scotland’s population growth rate (0.49%) exceeded
the EU15 rate (0.46%).

Flows of migrant workers from the A8 nations™® have been an important factor in
Scotland’s population growth since 2004. Figures from the Worker Registration
Scheme (WRS)* show that between May 2004 and December 2010, over 92,000

8 NUTS (Nomenclature of Territorial Units for Statistics) is a standard system for referencing sub-national areas for statistical
purposes. There are 23 areas at NUTS 3 level in Scotland.

° Except where stated otherwise, all further references to years in this format refer to October-September.

0 As the Annual Population Survey is a sample survey, the results are subject to a degree of sampling error. Differences
between groups may not be statistically significant.

1 Scotland Data: mid-year estimates from General Register Office for Scotland. EU15 data: estimates for 1 January from
Eurostat.

2 The EU15 countries are those countries in the European Union prior to May 2004. The EU15 comprised the following
countries: Austria, Belgium, Denmark, Finland, France, Germany, Greece, Ireland, Italy, Luxembourg, Netherlands, Portugal,
Spain, Sweden and the United Kingdom.

* The A8 "Accession eight" nations are the eight Eastern European countries that joined the EU in May 2004. These are:
Poland, Czech Republic, Latvia, Lithuania, Estonia, Hungary, Slovakia and Slovenia. Cyprus and Malta which joined the EU at
the same time already had arrangements with the UK permitting movement of labour.

1 Local Government Association, Worker Registration Scheme data, downloaded from
http://www.lga.gov.uk/lga/core/page.do?pageld=1095223. WRS data are based on Management Information, are provisional
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individuals from the A8 counties registered to work in Scotland. These workers are
heavily represented in agriculture, food processing, and hospitality and catering.

Figure 4: Age Breakdown, 2006/2007 — 2009/2010
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Output

Total economic output in the Lowlands and Uplands, measured as nominal gross
value added (GVA), stood at £96.65 billion in 2008'®. The Lowlands and Uplands
Region accounted for around 7.5% of UK output.

Nominal GVA per capita was approximately £20,500,*" slightly above the Scottish
average of £20,000.
Industrial Structure

1.  The breakdown of the workforce (aged 16+) by industry of main job® in
2009/2010 in the Lowlands and Uplands is shown below in Figure 5.

and may be subject to change. The data are not National Statistics. Figures are for registered workers rather than the number
of applications made. The figures are for initial applications only.

'3 population estimates have been sourced from the Annual Population Survey to aid consistency with sources used for other
indicators in this report.

'8 Source: ONS Regional Accounts. Gross value added figures use the current NUTS revision, which excludes the North East
Moray area from the Lowlands and Uplands.

7 Note: GVA per capita was calculated based on an estimate of the population of LUPS derived from ONS Regional Accounts.
'8 The industries shown here are on the SIC 2007 basis, equivalent to NACE Revision 2. Previous years' reports used SIC
2003, equivalent to NACE Revision 1.1. For workers with more than one job, only the main job is included. The Workforce Jobs
Series, available at http://www.scotland.gov.uk/Topics/Statistics/Browse/Labour-Market/DatasetsEmployment, is an alternative
data source that covers all jobs including second jobs; this is not available for geographical areas smaller than Scotland as a
whole.
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As in Scotland as a whole, employment in the region is concentrated in the public
administration, education & health and distribution & hospitality sectors. Together,
these sectors accounted for 51.4% of employment in the Lowlands and Uplands in
2009/2010. The differences when compared to Scotland as a whole are minor: the
Lowlands and Uplands Area has a slightly higher proportion of employees in
banking, finance and insurance sectors (14.9% compared to Scotland’s 14.5%) and
a slightly lower proportion in distribution, hotels & restaurants (19.2% compared to
Scotland’s 19.4%) and agriculture and fishing (1.5% compared to Scotland’s 1.8%).

The industrial structure of the Programme Area has shifted slightly towards the
service sector over the last three years. Manufacturing’s share of the workforce
declined from 10.3% in 2006/2007 to 8.2% in 2009/2010, while construction’s share
declined from 9% to 7.6%; this reflects greater falls in employment and output in
these sectors over the recession. All service sectors saw an increase in their share
of the workforce over this period, with the exception of transport and
communications, with a fall from 8.1% in 2006/2007 to 7.4% in 2009/2010.

Figure 5: Industry Breakdown of Workforce, 2006/2007-

2009/2010
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Employment and Economic Activity

The latest labour market data for 2009/2010 shows employment in the Lowlands and
Uplands (aged 16+) of 2,271,500. The area accounted for 92.1% of total Scottish
employment. The employment rate for people aged 16 - 64 was 70.4% in the
Lowlands and Uplands Region.® This was lower than the rate for Scotland as a
whole (71%), but slightly higher than that for the UK as a whole (70.2%). The
employment rate varies considerably across the seventeen NUTS 3 regions which

% The employment rate and a number of other measures in this report are expressed as a percentage of the population aged
16-64. In previous years' reports, working age population (16-64 for men, 16-59 for women) was used as the denominator.
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make up the Lowlands and Uplands Area, from 60.4% in Glasgow City to 79.3% in
Aberdeen City, Aberdeenshire and North East Moray.

The employment rate for men living in the Lowlands and Uplands region in
2009/2010 stood at 74.1% slightly lower than the male employment rate for the
whole of Scotland (74.7%). The employment rate for women living in the
Programme Area for 2009/2010 stood at 66.9%, also slightly lower than the female
employment rate for the whole of Scotland (67.4%).

The employment rate in the region has fallen by 2.9% over the three year period
from 2006/2007, broadly in line with Scotland as a whole which saw a decrease of
2.8%. These points are illustrated below in Figure 6.

Figure 6: Employment Rate by Gender, 2006/2007-2009/2010
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The economic activity rate (those employed or looking for work, as a proportion of
the population aged 16 - 64) in the LUPS Area was 76.6% in 2009/2010. This was
also marginally lower than the whole of Scotland, which had a rate of 76.9%. The
economic activity rate has fallen by 0.8% in the LUPS Region between 2006/2007
and 2009/2010; Scotland as a whole saw the same decrease over this period.

Unemployment

Unemployment in the Lowlands and Uplands stood at 194,700 in 2009/2010,
representing 7.9% of those economically active (aged 16+). This compares with a
slightly lower unemployment rate of 7.5% for the whole of Scotland. The
unemployment rate varies considerably across the individual NUTS 3 regions which
make up the Lowlands and Uplands area, from 4.2% in Aberdeen City,
Aberdeenshire and North East Moray to 11.7% in Glasgow City. As Figure 7 below
illustrates, the unemployment rate was higher among males (9.3%) than females
(6.3%).
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The unemployment rate in the Lowlands and Uplands deteriorated over the three
years to 2009/2010, increasing by 2.7% from 5.2% in 2006/2007.

Figure 7: Unemployment Rate by Gender, 2006/2007 — 2009/2010
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Job Seekers Allowance Claimant Count

The claimant count®®, which measures the number of people claiming unemployment
benefits, Jobseeker's Allowance (JSA), provides a more up to date labour market
indicator. In December 2010, the claimant count stood at 129,010 in the LUPS
Area?’. This represents an increase of 98% from the figure three years earlier,
reflecting the rise in unemployment brought about by the recession. In Scotland as a
whole, the claimant count stood at 136,200 in December 2010, an increase of 97%
from December 2007. This is shown below in Figure 8.

In the Lowlands and Uplands and in Scotland as a whole, the claimant count in
December 2010 was 2% higher than a year previously.

®The data on which the count is based are derived from the Jobcentre Plus administrative system for paying JSA. They relate
to all JSA claimants, including people who do not receive any benefit payment but who sign on for National Insurance credits
only to preserve their eligibility for state pension. The claimant count is not the same as unemployment; it only measures the
number of people claiming benefits.

2 It is possible to provide the level, but not the rate, of claimant count unemployment for the Lowlands and Uplands NUTS
region. The denominator used to calculate the latest claimant count rates is the economically active population (source: Annual
Population Survey, Jan-Dec 09). Rates from previous years are calculated using a different denominator (2001 census data,
adjusted using APS data and mid-year population estimates) and are currently under review.
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Figure 8: Claimant Count in Lowlands and Uplands, December 2006-2010
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There is considerable variation, in terms of the percentage increase in the claimant
count, across the NUTS 3 regions which make up the LUPS area. In East Lothian
and Midlothian the claimant count level of unemployment rose by 179%, from 1,390
to 3,872, over the three years to December 2010. This compares to considerably
smaller percentage increases in other parts of the area such as Dumfries and
Galloway, where the claimant count increased by 41%, from 1,971 to 2,783.
Glasgow City had the largest numerical increase in claimant count from December
2007 to December 2010, with a rise of 11,450.

Job Vacancies

The latest unfilled vacancy count statistics from Jobcentre Plus show 12,185 unfilled
vacancies across the LUPS Region®® in December 2010, accounting for 93% of
unfilled vacancies in Scotland. This is less than half (39%) the number of unfilled
vacancies advertised three years previously (30,966 during December 2007), and
10% below the number in December 2009.%°

Long-term Unemployment

Long-term unemployment (those unemployed for 1 year or more) in the LUPS Area
stood at 57,300 in 2009/2010. This represents 29.4% of all those unemployed in the
region, and is in line with the corresponding proportion for Scotland as a whole
(29.8%). The long-term unemployment rate in the region, as a percentage of all

2 vacancy data is provided at the local authority (rather than NUTS) level. For the purposes of this paper, the Lowlands &
Uplands region is defined as the following 26 local authorities: Aberdeen City, Aberdeenshire, Angus, Clackmannanshire,
Dumfries & Galloway, Dundee City, East Ayrshire, East Dunbartonshire, East Lothian, East Renfrewshire, City of Edinburgh,
Falkirk, Fife, Glasgow City, Inverclyde, Midlothian, North Ayrshire, North Lanarkshire, Perth & Kinross, Renfrewshire, The
Scottish Borders, South Ayrshire, South Lanarkshire, Stirling, West Dunbartonshire and West Lothian.

2 |nterpretation of these data needs to take account of changes in recent years to Jobcentre Plus procedures for taking and
handling vacancies. These figures are not fully comparable over time and may not indicate developments in the labour market.
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those unemployed, has increased by 11% over the two years from 2007/2008, as
Figure 9 below shows.

The long-term unemployment rate for 2006/2007 in the Lowlands and Uplands is
unavailable, as it is below the reliability threshold.

Figure 9: Long-term Unemployment Rate, 2007/2008 — 2009/2010
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Work Pattern

In 2009/2010, 26.5% of those in employment (aged 16+) who were living in the
Region worked part-time. In both the LUPS Region and Scotland as a whole,
women are much more likely than men to work part-time. This can be seen below in
Figure 10
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Figure 10: Proportion Working Part-Time, 2006/2007 — 2009/2010
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The proportion of the working population in the LUPS Area working part-time
increased from 2007/2008 to 2009/2010, among both men and women. The
proportion of all workers who worked part time was 1.5% higher in 2009/2010 than in
2006/2007. The number of part-time workers increased slightly over this period,
despite the decrease in the total employment level

Self-Employment

In 2009/2010, 10.3% of those in employment (aged 16+) and living in the LUPS
Region were self-employed. This is marginally lower than the proportion in Scotland
as a whole, which stands at 10.7%. Men are around twice as likely as women to be
self-employed, both in the Programme Area and in Scotland as a whole.

The rate of self-employment among men in the LUPS Area has remained broadly

unchanged over 2006/2007—-2009/2010. The rate for women has increased over this
period from 5.9% to 6.6%. These points are Figure 11
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Figure 11: Proportion Self-Employed, 2006/2007 — 2009/2010
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Earnings

Median full-time weekly earnings for employees in the Lowlands and Uplands stood
at £489.7 in April 2010. This was close to the median for Scotland as a whole
(E488.2), and slightly lower than the UK median (£498.8). A breakdown of earnings
by gender shows that female median earnings are 83% of male median earnings in
the LUPS Area. Nominal median full-time weekly earnings in the region have grown
at an average annual rate of 3.4% from 2006 to 2010.

Looking at the median hourly earnings of all, rather than full-time, employees, it can
be seen that average earnings stood at £11.07 in the LUPS Region in April 2010.
Female hourly wages were 82% of male wages. Nominal median hourly earnings in
the region have grown at an average annual rate of 3.6% over 2006-2010. These
points are shown in Figure 12.
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Figure 12: Median Weekly Earnings of Full time Employees, 2006 - 2010
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Qualifications

The qualifications profile in the Programme Area is very much in line with Scotland
as a whole; with 60.3% of people aged 16 — 64 being qualified to SVQ 3 or above.?*
This compares with 60.4% for Scotland as a whole. Of the minor differences that do
exist, a slightly higher proportion holds no qualifications in the LUPS Region (13.1%
compared to 12.7% in Scotland).

The qualifications profile of the region has shown steady improvement over the last
three years. The proportion with no qualifications has fallen by 0.9% while the
proportion with a qualification above SVQ 4 has increased by 1.4%. This can be
seen below in Figure 13.

2 SVQ 1 & 2 relates to Standard Grade qualifications, SVQ 3 relates to Highers, SVQ 4 is Degree level or equivalent and SVQ
5 relates to Post-Graduate education.
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Figure 13: Qualifications Profile, 2006/2007 — 2009/2010
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Occupations

As shown below in Figure 14 professional or managerial occupations made up
41.2% of the workforce in the LUPS Area in 2009/2010. A total of 12% of the
workforce were employed in elementary occupations. The occupational breakdown
of the labour force is broadly the same as it was in 2006/2007.
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Figure 14: Occupational Split, 2006/2007 —
2009/2010
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Business Start-ups and Closures

The rate of business start-ups can be measured as the number of VAT/PAYE
registrations per 10,000 resident adults (16+) in the area.”® The latest available data
shows that in 2009,?° the VAT/PAYE registration rate stood at 34 per 10,000 adult
residents in the LUPS Region, 2 matching the average for Scotland. This represents
a marginal decrease on the rate three years previously when the rate in the region
stood at 35 per 10,000 resident adults. The rate of business start-ups varies
considerably across the local authorities which make up the Programme Area,
varying from a rate of 44 registrations in Aberdeen City to a rate of 22 registrations in
West Dunbartonshire.

Scotland has historically had a considerably lower rate of registrations than the UK
average, which stood at 47 per 10,000 adults in 2009, down from 52 in 2006.

The number of VAT/PAYE de-registrations per 10,000 resident adults can be used
as a proxy measure of business closures. The latest data shows that the VAT de-
registration rate increased from 30 per 10,000 adult residents in 2006 to 36 per
10,000 adults in 2009, both in the Lowlands and Uplands and in Scotland as a

% VAT/PAYE registrations are the most reliable official indicator of business start-ups but exclude the very smallest businesses.
% VAT/PAYE registration and de-registration data is provided on a mid-year basis.

2" VATIPAYE registration and de-registration data is provided at the local authority (rather than NUTS) level. For the purposes
of this paper, the Lowlands & Uplands region is defined as the following 26 local authorities: Aberdeen City, Aberdeenshire,
Angus, Clackmannanshire, Dumfries & Galloway, Dundee City, East Ayrshire, East Dunbartonshire, East Lothian, East
Renfrewshire, City of Edinburgh, Falkirk, Fife, Glasgow City, Inverclyde, Midlothian, North Ayrshire, North Lanarkshire, Perth &
Kinross, Renfrewshire, The Scottish Borders, South Ayrshire, South Lanarkshire, Stirling, West Dunbartonshire and West
Lothian.
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whole. The rate of de-registrations varies considerably across the local authorities
which make up the LUPS Region, varying from a rate of 45 de-registrations in
Glasgow City to a rate of 19 in West Dunbartonshire.

Scotland has historically had a lower rate of de-registrations than the UK average,
which stood at 56 per 10,000 adults in 2009. A summary of these points are shown
below in Figure 15.

Figure 15: VAT/PAYE Registrations and De-registrations, 2006 and 2009
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Employment in the 15% Most Deprived Areas

The 15% most deprived areas within Scotland are identified from the Scottish Index
of Multiple Deprivation (SIMD), which is the Scottish Government’s official measure
for identifying small area concentrations of deprivation across Scotland. %

In 2009/2010, approximately 708,000 people within the LUPS Region were classed
as living within one of Scotland’s 15% most deprived areas, accounting for 93% of
the total across Scotland. Within the Programme Area, those living within one of
Scotland’'s 15% most deprived areas accounted for 15% of the population of the
region.

The employment rate for those aged 16 - 64 in the most deprived areas within the
LUPS Area stood at 54.4% in 2009/2010. This is significantly below that of the
region as a whole, where the employment rate stood at 70.4%. As in the region as a
whole, the employment rate was higher among males than females (at 56.7%
compared to 52.1%).

% please note that the 2009 SIMD is used throughout to aid consistency and comparability over time.
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The employment rate in the most deprived areas within the region improved from
54.6% in 2006/2007 to 59.2% in 2007/2008, but has since declined to 54.4% in
2009/2010. Figure 16 helps illustrate these points.

Figure 16: Employment Rate - Most Deprived Areas and Region as a Whole, 2009/2010
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Unemployment in the 15% Most Deprived Areas

The unemployment rate in the most deprived areas within the LUPS Region stood at
16.8% in 2009/2010. As Figure 17 below illustrates, this is significantly higher than
that in the region as a whole, where the unemployment rate stood at 7.9%. As in the
region as a whole, the unemployment rate was higher among males, at 20.1%
compared to 13% for females.

The unemployment rate in the most deprived areas within the Programme Area
improved from 13.7% in 2006/2007 to 9.7% in 2007/2008, but has since deteriorated
to 16.8% in 2009/2010. This is higher than the rate at the start of the programme
period.
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Figure 17: Unemployment Rate — Most Deprived Areas and Region as a Whole, 2009/2010
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Qualifications Profile of the 15% Most Deprived Areas

The proportion of people aged 16 - 64 within the most deprived areas of the LUPS
Region that hold a degree level qualification (SVQ 4 or above) stands at 15.9%,
which is notably lower than across the region as a whole (at 34.8%). This is
illustrated in Figure 18. The qualifications profile of the most deprived areas has
remained broadly the same from 2006/2007 to 2009/2010. Moreover, the proportion
with no qualifications is significantly higher in the most deprived areas (at 28.9%)
than in the region as a whole (at 13.1%).

The qualifications profile of the most deprived areas has remained broadly the same
from 2006/2007 to 2009/2010.
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Figure 18: Qualifications Profile - Most Deprived Areas and Region as a Whole, 2009/2010
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2.5 Significant problems encountered and measures taken to overcome
them

2.5.1 Summary of Modification

A change to the ESF Operational Programme was formally agreed by the
Commission on 10 November 2010. This change involved the virement of €62. 345
million ESF grant from uncommitted resources in Priorities 1, 2 and 3 in order to
establish a new Priority 5 (Strategic Skills Pipeline). The amendment was formally
requested under Article 33 of Council Regulation (EC) No. 1083/2006 and is justified
by significant socio-economic changes, notably by the current serious economic
crisis, and implementation difficulties.

2.5.2 Background Information

Following on from the immediate effects of the global economic crisis across Europe,
Scottish Ministers agreed with the EU Commission that this was an appropriate point
to review the scope and focus of the LUPS ESF Programme 2007 - 2013.

After considerable discussion with internal and external stakeholders, Ministers
agreed to use the remaining ESF funds to kick start a Scottish Strategy which has a
strategic, continuum approach to workforce skills development. The remaining ESF
funds were moved into a single new “Strategic Skills Pipeline” (Priority 5) which:

+ reflects the changed economic reality at local level,
+ uses the remaining funds strategically; and,
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+ creates a sustainable basis for planning the use of further Scottish and/or
European funding beyond 2013 in line with emerging workforce strategies.

The major issue of needing to have a Scottish Strategy which has a continuum
approach to workforce skills development needed a new approach to ESF funding.
The new Priority 5 approach brings together efforts to enable the unemployed to get
a job with the prospect of support and further skills development in an inclusive and
fair, growing economy. The challenge is to improve the skills of the unemployed, the
lowest paid, and the socially deprived, while contributing to economic growth in the
future. For the remaining ESF funds in the LUPS programme, Scotland has come
up with an ESF programme redesign which:

+ reflects the changed economic realities;
+ uses the remaining funds strategically; and,

+ creates a basis for planning the use of further Scottish and/or European
funding beyond 2013 in line with emerging strategies.

On this basis, the Scottish Government sought strategic applications from CPPs and
a limited range of national bodies/groups for the remaining funds based on 3 year
plans with ESF requested to initially fund parts of the first 2 years. Following
revisions and feedback this has resulted in 21 bids seeking almost £89 million ESF
grant, however as only £64.6 Million ESF grant was available some of these bids
had to be reduced in scale, and some of the National Bids have been asked to find
additional match funding. A summary of this process is outlined in Section 3.4.

2.5.3 Benefits of Establishing ESF Priority 5

This Strategic Skills Package should produce a simpler structure with fewer
conditions on eligibility for ESF monies, and more emphasis on progression and long
term increased skills for the individuals helped by ESF funding. At the same time, it
ensures coherence with the renewed Scottish Skills Strategy and the Economic
Recovery Plan.
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In particular, the amended ESF Programme feeds into critical national policy
agendas and local/national delivery mechanisms:-

+ A sustainable recovery in Scotland will depend upon accelerating our
development of the 7 priority sectors alongside local opportunities; and

¢+ A major item on Scotland’s agenda and the EU agenda is addressing
poverty, which in Scotland needs to be confronted more effectively to
avoid the recovery being held back due to lack of cohesion and growing
inequality.

Linkages with the 7 Key Sectors

Despite the gloomy economic conditions, jobs continue to be available in the labour
market, mostly through turnover within the existing workforce. This recession has
not been marked by large scale industry redundancies; rather it has seen an all-
round contraction. Although future priority industry sectors are well defined at a
Scottish level, and match well with Commission thinking, these jobs are some way
off and concentration on them has to be tempered by two issues:

+ the availability of jobs in these industries for those at greatest risk of
poverty, i.e. marginalised and unemployed young people; and,

+ the uneven picture in the spatial distribution of future priority industry
sectors.

This in turn implies that skills targeting should align and be reflective of the current
and predicted economies of each local authority area, even where they are not
totally encompassed by the 7 priority sectors. Also, to ensure cohesion and equality
of opportunity for all in the labour market, those at greatest risk of poverty should
clearly have their skills developed to match current/future growth areas within their
spatial economy.

Mid way into the ESF LUPS Programme, and in light of the need for bold thinking at
this time, a radical approach is needed. Accordingly, it has been agreed by the PMC
and Scottish Ministers to draw together the remaining funding in the Programme to
create a new ESF Priority 5 based on a strategic skills pipeline that would address
the needs spelt out above.
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In effect, it would combine Priorities 1 and 2 as well as providing a bridge between
the two priorities in allowing the most disadvantaged individuals who enter
employment (after pre-employment support) to receive continued support and further
training once in the workforce, without being lost from the tracking systems already
in place at local level. This approach fits clearly with the new joint Supported
Employment Framework for Scotland “A Working Life for all Disabled People”,
agreed between Scottish Government and Local Government through COSLA,
which outlines a clear structural approach from initial engagement to in-work support
for disabled people and those with long term health conditions, with outcomes
focussed on job entry and retention.

Advantages of the Priority 5 ‘Strateqgic Skills Pipeline’ Approach

The unequal distribution of skills has adverse effects on income equality and
constrains social mobility, which has deteriorated in the UK over the past two
decades. Evidence suggests that skills gaps exacerbate social deprivation including
poverty, poor health and crime. This requires addressing the stock of adults who
lack basic literacy and numeracy skills; reducing the stock of adults without the
equivalent of a good school-leaving qualification; and increasing the numbers of
young people with a degree. This will remain a priority for the ESF programme.
However, making the link between emerging economic opportunities and the skills
which are on offer to those entering and progressing in the labour market is
essential.

It is important to remember that the outcomes in the labour market are driven both
by the supply of individuals with appropriate qualifications and the demand for those
gualifications from employers. Focussing on either of these alone is likely to limit the
benefits that can be derived from ESF interventions. Furthermore, employers'
demand for skills is based on where and how they choose to do their business.
Employers, and in particular businesses in the private sector, are the key link
between the skills of the population and economic performance. If we are to meet
our economic growth goals then we must ensure that individuals with the
transferable skills businesses require for our future sustainability and growth are
available and that the best possible use is made of those skills.

The Priority 5 applications for funding have therefore been required to focus on the
types of skills needed for the priority sectors for growing the Scottish economy in the
coming decade. We also know that skills such as communication and IT skills will be
the basic building blocks for many sectors, so it is important to focus on flexible
transferable skills that can then be tailored to the sectors which are emerging in the
coming years. The approach taken has to be able to respond to the needs of key
sectors and the enabling sectors, but not to be focused too narrowly on any
particular sector. This will allow local employability teams the flexibility to respond to
opportunities when delivering given the availability of local jobs.
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This approach has the following advantages:

¢

The final tranche of Programme monies are now focussed largely on
developing individuals’ skills that support key local and national priority
sectors and growth areas. In addition to their importance to Scotland’s
future economy, this gives the Programme considerable legacy value;

Skills resources are wrapped around and add value to existing mainstream
interventions across both the area of pre-employment training where the
Third Sector is particularly active, and into post-employment / in work skills
such as Modern Apprenticeships and other SDS interventions, HNC/HND
college provision, STUC learning fund, and work with employers carried
out by Local Authorities’ Business Development arms, Chambers of
Commerce, and other employer organisations;

To maximise the impacts on poverty reduction the programme will support
the development of more deeply embedded and comprehensively
available mechanisms for Linking Opportunity and Need (LOAN);

Using a Demand side push rather than a supply side bidding process
means that Colleges, other training providers and Third Sector
organisations will be providing the services required to bring more
disadvantaged groups - older workers, young unemployed, BME, disabled
etc into the skills pipeline through the LOAN process;

There is a LOAN toolkit available for Community Planning Partnerships
(CPPs) which can be utilised as part of the labour market information
gathering. This approach allows for better planning of skills interventions
and training which can be procured from various providers — Colleges,
Third Sector, STUC, etc — ensuring they deliver appropriate, responsive
and flexible provision that matches local and national skills needs;

It supports new ways of working for those disadvantaged in the labour
market through disability and long term health conditions through
supporting the implementation of the Supported Employment Framework
for Scotland as part of the employability pipeline.
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2.6 Complementarity with other instruments
2.6.1 European Regional Development Fund

The overall framework for implementing the Lowlands and Uplands Scotland ERDF
Programme 2007 — 2013 is the same as that for ESF therefore providing consistency
in the application of management controls and delivery. These include:

e a single Intermediate Administration Body (IAB) to administer the
programmes;

e a single Monitoring Committee with members appointed to take decisions and
make recommendations on both funds;

e Monitoring Committee meetings with agenda items which cover both funds;

e The Managing Authority for both funds are co-located within the same
Scottish Government Division;

e common training between Managing Authority Staff;

e regular liaison and technical & operational meetings between the IAB and the
heads of both Managing Authorities; and,

e a common set of verification and compliance arrangements.

However, the clear distinction is made between the types of activity that will be
supported through the two Programmes as set out in the approved Operational
Programmes. Whilst it is important that the funds do not and should not support the
same activity, the promotion of the need for integration is still required and actively
pursued.

There was no 10% use of ESF for ERDF activities in 2010.

During December 2010 the LUPS Managing Authority teams held a joint Portfolio
Management meeting. The aim of the meeting was to share good practice and
develop a more consistent approach across both teams in the LUPS area. The
meeting is the start of an ongoing process where portfolio managers can reflect on
how they work and make the best use of resources.
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2.6.2 European Investment Bank

The EIB, although providing Scotland with assistance in the form of support to
transport, infrastructure and environmental projects does not duplicate the work of
Structural Funds in Scotland. The organisations to which these loans have been
granted are not in receipt of other EU funding. Overall, the Scottish Government
remains committed to maintaining a continuing dialogue with the EIB and to
exploring the possibility of EIB supported projects.

The Scottish Government’s European Structural Funds Division will continue to give
careful consideration to all proposed investment in Scotland by the EIB and ensure
co-ordination between funds where appropriate.

2.6.3 European Agricultural Fund for Rural Development

The Scottish Rural Development Programme implements relevant measures in
Regulation 1698/2005. These comprise those related to Axis 1, improving the
competitiveness of the agricultural and forestry sectors, Axis 2 improving the
environment and the countryside, Axis 3 the quality if life in rural areas and
diversification of the rural economy and axis 4 Leader. It takes full account of other
Community support instruments, setting out the demarcation criteria for the
operations supported by the EAFRD and those supported by other Community
support instruments. The Scotland Rural development Programme runs from 2007
to 2013. The operational programme was approved in early 2008.

To ensure co-ordination at the level of approved projects, a member of the ESFRD
sits on the LUPS Programme Monitoring Committee.

2.6.4 European Fisheries Fund

The European Commission published the regulation for the European Fisheries
Fund (EFF) in July 2006. The EFF succeeds FIFG in all Member States and operate
over the 2007 — 2013 programming period (2007-2013). In consultation with
stakeholders and other UK Administrations, the Scottish Government developed an
Operational Programme for the EFF and the new schemes were launched during
2008. Again, the Managing Authorities for both Programmes will continue to liaise
closely to avoid overlap and secure complementarity between the Programmes.
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2.6.5 Co-ordination between LUPS and Highlands & Islands Programmes

During the year liaison and joint working agreements between the two programmes
took place within the following fields:

e applicant registration;
e application processing/appraisal; and,
e Preparations for on the spot verification visits under Article 60b.

Applicant registration

The Scottish Government requires all organisations to register for the 2007 — 2013
Programmes in order to:

e allow an assessment of their eligibility to apply for Structural Funds; and,

e for eligible organisations to provide access to the online application system
(EUROSYS).

Registration is required only once during the lifetime of the Programme (although a
re-registration was required following the launch of the EUROSYS system in 2008.

Organisations are required to register with one Intermediate Administrative Body
(IAB) only, and this covers them for all four Scottish Programmes. Once the
recipient body is satisfied regarding the status of the applicants, the remaining IAB is
informed accordingly.

Application processing/appraisal

Where applications are received in respect of pan-Scottish projects or where
applicants pursue support for projects in both programme areas, the assessment
and appraisal information is shared between the respective IABs. This approach
seeks to ensure consistency in decision-making, in respect of outputs and in terms of
any conditions that may be applied.
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2.7 Monitoring Arrangements

This section covers activity undertaken during 2010 to monitor progress made under
the Programme and processes established to ensure the Programme is effectively
monitored and evaluated. In terms of data collection, the development of the
EUROSYS system will ensure that the necessary data both to monitor eligibility,
expenditure and outputs and results will be captured which allows systematic and
gualitative monitoring. The Progress Report function in particular demands more
information on project progress to allow full monitoring at all stages of the project —
this report is required on a quarterly basis and the system has been developed to
ensure that steps are taken if reports are not submitted timeously or with sufficient
detail.

This more regular dialogue using the online system and supplemented with on the
spot visits to projects for Article 60b activity provides an effective and efficient
monitoring framework of which evaluations can gain the benefit.

2.7.1 Programme Monitoring Committee

The management arrangements for the Programme are based on a two tier structure
comprising:

(1) Programme Monitoring Committee, responsible for monitoring and
reviewing progress of the ERDF and ESF Operational Programmes, for
consideration of operational issues and approval of project
recommendations; and,

(i) Advisory Groups, responsible for detailed project appraisal, development
of guidance and advice on selection criteria.

The Committee and the Advisory Groups are chaired by an official of the Scottish
Government and serviced, under contract, by the Intermediate Administrative Body
(IAB).

In accordance with Article 63 of Council Regulation (EC) No 1083/2006 of 11 July
2006 a single Monitoring Committee was established with responsibility for the
ERDF and ESF Operational Programmes.

In order to ensure quality and effectiveness of the Programme, the Committee has
agreed its own:

0] Terms of Reference; and,
(i) Rules of Procedure,

within the institutional, legal and financial framework of the Member State. These
were attached for information as Annex 2 in the 2007 AIR.

Membership of the Committee combines representatives of the key public,
educational and voluntary bodies operating within the Programme area together with
“social partners”. During the year, there were three changes made in the Committee
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membership by Scottish Ministers. Liz Connolly was replaced by Jim McFarlane as
the representative from Scottish Enterprise. Charlie McMillan was replaced by
Douglas Guest as the representative from the Equalities and Human Rights
Commission. The final change saw Councillor David Berry being replaced by
Councillor Robert Murray from the Local Authority network.

Meetings held

The Monitoring Committee met three times during the year on 17 March 2010, 19
May 2010 and 27 October 2010. A number of items were agreed or discussed at
these meetings which included:

e Approval of 3 Round Projects and projects submitted under the Exceptional
Projects procedure;

e Approval of the ERDF and ESF Annual Implementation Reports for 2009;

e Papers outlining options for the remaining use of funds in the ESF and ERDF
Operational Programmes;

e Approval of a modification request for the ESF Operational Programme
establishing Priority 5;

e Update reports on the Scottish Economy; and,

e Update reports of financial and physical progress.

In addition, the written procedure arrangement was used on eight occasions during
the year.

Advisory Groups

Four advisory groups support the Programme Monitoring Committee in the
implementation of the ESF Programme. There is one for each Operational Priority
including Priority 5 although the Priority 3 Advisory Group did not meet during the
year as no new applications were received. They undertake the technical appraisal
of projects in accordance with the approved selection criteria and thereafter make
recommendations in respect of projects to the Committee. The Advisory Groups are
chaired by an official of the Scottish Government and comprise “technical experts” in
the various economic development/regeneration subject areas. Although
predominantly drawn from the wider partnership, the Advisory Group members are
not there as representatives of specific organisations or sectors. Appointment to the
different advisory groups was made by the Scottish Government following an open
recruitment process. In the Structural Fund Programme 2007 - 2013 the Advisory
Groups will work largely on a ‘virtual’ basis with a smaller Standing Advisory Group
meeting for each Priority to make final recommendations to the Programme
Monitoring Committee. This approach is expected to offer time and travel
efficiencies, and may also help to overcome timetabling difficulties inherent in setting
up numerous meetings involving members from a wide geographical area.

Details of the Advisory Group Structure, Terms of Reference and Rules of Procedure
were attached for information as Annex 3 in the 2007 AIR.

2.7.2 Intermediate Administration Body
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The IAB is the main point of contact for advice on applying for funding in the ESF
Programme 2007 - 2013. They will be responsible for:

e publicising the Programme and forthcoming application rounds;

e advising applicants on potential projects;

e assisting in project appraisal,

e processing grant claims;

e undertaking expenditure verifications on each claim; and,

e undertaking, with the MA, on the spot Article 60b monitoring visits

In addressing the first two objectives during 2010, the IAB undertook a number of
positive activities in partnership with the Scottish Government to ensure
organisations were made aware of the Programme and its implementation
arrangements. These are detailed in Section 7: Information and Publicity.

In addition to these specific events, the IAB also held a number of bilateral meetings
with individual partners and attended sectoral partnership meetings during the year,
such as the CPP working group where issues of common concern were discussed

2.7.3 Managing Authority Action

The work of the Managing Authority (MA) continued to concentrate on the essential
elements for effective implementation of the programmes. The MA was responsible
for the assessment and payment of Progress Reports and Financial Claims received
from the IAB through the €urosys IT system. The MA was also responsible for the
planning and arrangement of Article 60(b) on-the-spot audits of projects, in line with
the Monitoring and Compliance System agreed with the Commission. In addition, a
number of groups continued to lead the development of both Evaluation and
Communication Plans, whi