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1 INTRODUCTION

The European Social Fund (ESF) seeks to address social inequalities within and
across regions by improving the general performance of the labour market and, in
particular in relation to marginalised groups. It is intended to help regions increase
their competitiveness by increasing employment rates, preventing people from
dropping out of the labour market, and increasing productivity through improved skill
levels.

In March 2000, the EU leaders agreed the Lisbon strategy, which committed the EU
to become by 2010:

“The most dynamic and competitive knowledge-based economy in the world
capable of sustainable economic growth with more and better jobs and
greater social cohesion, and respect for the environment.”

The achievement of this goal is seen as essential if Europe is to respond to the
challenges of globalisation and competition from other parts of the world. Scotland is
no less ambitious in its goals aimed at ensuring that the Scottish Executive and its
partners work together to make a real difference to the lives of all the people living
and working here to ensure they fulfil their potential and contribute to and benefit
from a high-earning, knowledge-based economy.

In working together to achieve these goals it is important to be aware that for each
person who moves into sustained employment, the effect is more widespread than
just getting a job — it affects their health, their family, their friends, their
neighbourhood and brings about economic benefits, with less dependency on
welfare benefits and contributing to the economic growth and competitiveness of
Scotland. This is not just or even mainly about numbers — it is about improving the
lives of individuals, families and communities.

The following Operational Programme provides the framework for the spending of
the European Social Fund (ESF) for the Regional Competitiveness & Employment
Programme for Scotland for 2007-13. The Programme covers the ‘Lowlands &
Uplands Scotland’ area, defined as the whole of the NUTS 2 areas for Eastern
Scotland, North-East Scotland and South-Western Scotland (that is, all of Scotland
apart from the Highlands & Islands, which are covered by programmes under the
Convergence Objective). It will complement the European Regional Development
Fund Programme under the Regional Competitiveness & Employment Objective for
the same area.
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The Operational Programme is divided into several sections following this
Introduction:

Socio-economic _background: A summary of the key strengths, weaknesses,
challenges and opportunities for the eligible area within the context of the
Structural Funds contribution to achieving the Lisbon Agenda goals, setting
out the main issues for the Programme to address.

Policy background: A summary of the policy context for addressing the issues
identified in the socio-economic analysis and the contribution of lessons from
earlier Structural Funds programmes to the 2007-13 Programme and
identification of where Structural Funds can provide added value in
contributing to these different objectives.

Strategy, Objectives and priorities: A detailed description of the Programme’s
overall vision, its objectives and the three priorities through which it will tackle
the issues identified in the socio-economic analysis within the policy context
set out above as well as the use of Programme technical assistance and the
categorisation of activities in line with Lisbon ‘earmarking’.

Financial arrangements: The financial allocation tables for the Programme.

Co-ordination with other funds: A description of how the European Social
Fund will complement other key EU funding in the region, particularly the
European Regional Development Fund, the European Agricultural Fund for
Rural Development and the European Fisheries Fund.

Implementing provisions: A description of key aspects of managing and

delivering the Programme, including the roles and responsibilities of the
Managing, Paying and Audit Authorities, key intermediary bodies and the
Programme Monitoring Committee.

Cross-cutting themes: A description of how Equal Opportunities, Sustainable
Development and Social Inclusion will be mainstreamed as underpinning
horizontal themes throughout the Programme.

Evaluation, monitoring _and reporting: The evaluation strategy for the

Programme, setting out how the Programme will be monitored and the
processes for reporting and evaluation.

In addition, there are a number of Annexes covering:

acronyms and references;

summary of the drafting of the Programme and engagement with partners;
summary of the ex-ante evaluation report for the Programme; and

summary of the Equal Opportunities Impact Assessment for the Programme.
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2 SOCIO-ECONOMIC BACKGROUND

This section provides an evidence base to educate the development of the new ESF
Programme in Lowlands & Uplands Scotland for the period 2007 to 2013. It contains:

. analysis of the main relevant features — and trends — of the region;

. identification of the region’s main needs with particular emphasis on key
spatial variations within the region; and

. a summary SWOT analysis — this will identify a series of clear
challenges/needs that will feed directly into Chapters 3 and 4.

The analysis begins with general background context-setting for the region’s key
demographic, economic and other relevant trends. It then provides more detailed
analysis under several headings:

. employment and employability, focusing on the size of the workforce (and the
barriers to different groups being able to participate in the labour market);

. workforce skills, covering the skills issues relating to different groups in the
workforce; and

. lifelong learning, covering the region’s capacity for addressing the
employment and skills development challenges through training and lifelong
learning.

An assessment was done by the ex-ante evaluator as to whether the ESF
programme required a Strategic Environmental Assessment. The evaluator
concluded that this was required for the ERDF programme for this region, but not for
the ESF Convergence Programme. Consequently, an analysis of the environmental
situation of the region is not contained in this document.

The analysis is not meant to be a comprehensive review of the Scottish economy,
but a focus on a specific set of market failures which Structural Funds can help to
address within the framework of the Lisbon goals on growth and jobs. Some
important elements of wider economic development have not been examined in
detail because Structural Funds under this Objective cannot provide significant
support to address the issues adequately. The role of the Lisbon Agenda as the key
driver in the development of the Programme should be emphasised — the Structural
Funds have to make clear, value-added contributions to the EU’s goals of improving
economic growth and jobs within challenging timescales. Moreover, the analysis
focuses on aspects of socio-economic development where limited Structural Funds
support can make significant differences.

The analysis also covers both Scotland as a whole and at a regional level. Using
Scottish figures is unavoidable in many cases because of the level at which figures
are collected — however, as the Lowlands & Uplands region includes the bulk of
population and economic activity, it remains a strong indicator of the issues facing
the region. Regional statistics are given at NUTS 2 and NUTS 3 level. It is worth
noting that the NUTS 2 regions are:
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. North-East Scotland (including: Aberdeenshire, City of Aberdeen and North-
East Moray);

. Eastern Scotland (including: Angus and Dundee City, City of Edinburgh,
Clackmannanshire, East Lothian, Falkirk, Fife, Midlothian, Perth and Kinross,
Scottish Borders, Stirling and West Lothian); and

. South-Western Scotland (including: parts of Argyll & Bute, City of Glasgow,
Dumfries and Galloway, East Ayrshire, East Dunbartonshire, East
Renfrewshire, Inverclyde, parts of North Ayrshire, North Lanarkshire,
Renfrewshire, South Ayrshire, South Lanarkshire and West Dunbartonshire).

Where specialised sources of data/research are used, these are cited in the text with
the full references listed in the annex. General sources of statistics used in the
analysis include: the Scottish Economic Statistics series, the Scottish Economic
Report and the General Register Office for Scotland (GROS).

2.1 General Background
Population

Before providing a detailed analysis of the region’s main economic and social
features, background statistics are provided here. In 2004, the population of the
LUPs region was 4.711 million people, or 93% of the population of Scotland as a
whole, an upward trend on previous years. Nevertheless, in terms of population
change, there has been considerable variation: areas that have shown significant
population growth since 1995 include West Lothian (10%), East Lothian (6%) and
Stirling (5.5%), while those showing contraction include Aberdeen City (8%),
Inverclyde (7.3%) and Dundee City (6.7%). The majority of the population are
concentrated in the so-called Central Belt area around and between Glasgow and
Edinburgh.

According to the General Register Office for Scotland, the population for Scotland as
a whole is set to continue to rise to a peak of over 5.1 million in 2019 before slowly
declining. At present, children aged 15 and under accounted for 19% of the
population, as do people of retirement age. However, the number of children aged
under 16 is projected to decrease by 15% from just under a million in 2004 to
790,000 by 2031 for Scotland as a whole. This is contributing to the number of
working-age people falling by 7% from 3.18 million in 2004 to 2.96 million in 2031. At
the same time, the number of people of pensionable age will increase by 35% from
0.97 million to 1.31 million over the same time period. The combined trends will
increase labour demand pressures in the regional economy and suggest that policy
will need to focus on how the labour market can be expanded.

One counter trend to population decline has been migration. Again, according to
General Register Office statistics from mid-2005 population estimates for Scotland
as a whole, in the year to mid-2005, there was a net migration gain of around
19,000, reflecting a net gain of around 12,500 people from the rest of the UK, a net
gain of around 7,300 from overseas (including asylum seekers). The latter gain has
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represented a new trend in recent years with significant numbers of migrants coming
from new Central and Eastern European Member States of the EU, particularly
Poland. Migrants tend to be much younger than the general population with 69 %
(overseas) of in-migrants aged 16-34 as compared to 24% of the Scottish resident
population. Although potentially representing an injection of new skills into the
regional labour market, many of the overseas migrants have substantial skills
challenges relating to English language and ‘converting’ overseas skills qualifications
into recognisable qualifications for Scottish employers (an issue relating as much to
employer attitudes as to the nature of the qualifications themselves).

GDP

GDP at basic prices for the LUPS region in 2003 was £74,298 million. The main
contributing regions to GDP have been the major metropole areas, particularly the
cities of Aberdeen, Edinburgh and Glasgow. In recent years, GDP_growth has been
improving, but the economy as a whole continues to perform less well than the wider
UK economy.

Productivity performance lies at the heart of regional competitiveness. As Chapter 3
will show, it has also been identified as the key challenge for economic development
by the Scottish Executive. If Lowlands & Uplands Scotland is to be able to contribute
to Lisbon Agenda targets, productivity growth will be a key aspect of economic
development actions.

Productivity in Scotland is low and declining relative to the UK. In 2003, for Scotland
as a whole, gross value added per head of population was 96% of the UK average,
having fallen from 101% in 1995. Within the LUPS region, there is considerable
variation in gross value added, ranging from 160% of the UK average in the City of
Edinburgh, reflecting a concentration of high-value economic activities, especially
financial services, to 62% in East and West Dunbartonshire and the eastern parts of
Argyll & Bute. Other areas with low figures include Clackmannanshire/Fife, East and
North Ayrshire, East Lothian/Midlothian, and the Scottish Borders — all are areas
whose performance relative to the UK average had decreased since 1995. The worst
performing regions share similar traits. These are regions that have lost more
employment in manufacturing and agriculture than the rest of the Scottish economy;
and manufacturing and services in those regions have systematically under-
performed the Scottish average in terms of GVA per employee over the past decade.
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Table 1: Gross value added relative to the UK average (%, 2003)

1995 2003
Scotland 101 96
Aberdeen City/Aberdeenshire/North East Moray 140 131
Angus/Dundee City 97 86
City of Edinburgh 152 160
Clackmannanshire/Fife 78 70
East Ayrshire/North Ayrshire mainland 80 68
East & West Dunbartonshire/eastern Argyll & Bute 65 62
East Lothian/Midlothian 70 64
Dumfries & Galloway 85 75
Falkirk 101 84
Glasgow City 123 138
Inverclyde/East Renfrewshire/Renfrewshire 100 88
North Lanarkshire 73 75
Perth & Kinross/Stirling 96 83
Scottish Borders 86 68
South Ayrshire 93 86
South Lanarkshire 80 80
West Lothian 119 91

Source: Scottish Economic Statistics 2006.
Labour market

The region's labour market has been performing well in recent years, with more
individuals in employment than ever before. Employment rates are, and will remain
partly dependent on broader global economic cycles and UK macro-economic
factors. Both the employment rate and the economic activity rate (those in
employment or seeking employment) for the region are at historically high levels.
The employment rate for the period March-May 2006 stood at 75.3%, with the
economic activity rate at 79.9%. The employment rate has increased by around four
percentage points since 1999 with over 180,000 more people in employment than in
1999. Currently Scotland is fifth highest out of the 12 UK regions in terms of
employment rates and also fifth in terms of economic activity rates. Moreover,
Scotland has higher economic activity and employment rates than England, Wales,
Northern Ireland and the UK as a whole. All employment growth over the last two
decades has been in non-rural Scotland.

The region has seen a very significant structural change across industries in the last
two decades. The transfer of jobs from the primary and manufacturing sectors to
services has been highly significant, and will continue. Similarly, employment in
professional and personal sector services has grown substantially and more than
outweighs the fall in manufacturing and in skilled trades. These trends are expected
to continue with the numbers of higher skilled and professional jobs rising and lower
skilled jobs falling. Estimates suggested there will be half a million job openings
expected between 2003 and 2008. Of these 36,000 will arise due to economic
growth (an increase of 1.4%). The remaining 464,000 will arise to replace existing
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workers who leave the workforce or change their industry or occupation (Futureskills
Scotland, 2005a).

Skills and education

Higher skills levels are linked to higher employment rates. The share of more highly-
skilled jobs within this region’s economy will increase most quickly. Two decades
ago managerial, professional and technical occupations accounted for only 26% of
jobs in the region. By 2003, they accounted for 38%, and are projected to account for
40% by 2008. This is matched by the increasing proportion of economically-active
Scots educated to Scottish Vocational Qualification (SVQ) level 4 or above: 26% in
1998, 32% in 2003, and a predicted 35% by 2008 if rising education participation
rates continue. There is also a trend for increasing emphasis on generic and ‘soft’
skills. The most pressing need will be for more effective communication, problem
solving, numeracy, planning, organisational, team working, and computing skills,
together with an increased emphasis on attitude and self-presentation. (Futureskills
Scotland, 2005b).

Diversity and equal opportunities

With an ageing and potentially declining population in the region, employers are
hoping to use more technology to improve productivity as well looking to non-
traditional groups to enter the workforce. To maintain flow into the labour market this
diversity will have to continue apace to enable the region to be productive in world
markets. Organisations will have to respond to changing demographics to enable
more individuals with direct caring responsibilities for children and for elderly
relatives to be accommodated in the workforce. On the supply side, there is
evidence that more women, more older people and more people from abroad are
entering and staying in the labour market. European integration and expansion of the
EU has increased the supply of cheaper labour into the UK, and this is likely to
continue. 32,135 Eastern Europeans registered in Scotland in 2004 under the
Government’'s Worker Registration Scheme according to Home Office figures. More
complex family relationships, more solo households, relatively smaller state pensions
resulting in more older people staying in the labour force, will all have an effect on
the nature of the work, the skills and training required, and the flexibilities and
equality of opportunities which will have to be taken into account to ensure that
people are not excluded from the workplace.

Key messages

. Long-term population decline represents a potentially significant labour market
challenge to the region.

. Inward migration, particularly from overseas, could bring new skills and
dynamism into the regional economy.

. Overall, the region’s level of economic activity and growth remain relatively
low, though there have been notable improvements in recent years.
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. Similarly, the region’s productivity performance is also comparatively limited,
but with significant variations at sub-regional level.

2.2 Employment and Employability
Employment

With the labour market tightening in recent years, employment levels in the region
are high. The region has an employment rate of 75% compared with 63% and 65%
in the EU-25 and EU-15 respectively. The region has already met the EU Lisbon
employment target of 70%. Since 2001, the region’s employment rate has grown at
nearly twice the rate of the EU-25. It also has a higher economic activity rate, at
76%, than the EU-25 and EU-15, both 75%. Between 2001 and 2004, the Scottish
economic activity rate has seen a 1% increase. In contrast the EU-25 rate has fallen
in the same time frame.

According to Eurostat, the region’s unemployment rate (5.7%), is below the EU-25
level of 9.2%. While unemployment across the EU increased between 2001 and
2004, it decreased in Scotland. Scotland also out-performs the EU-25 in terms of
unemployment amongst 15-24 year olds and long-term unemployment. Between
2001 and 2004, Lowlands & Uplands Scotland’s 15-24 year old unemployment rate
has fallen to 14.2% in contrast to the increase across the EU-25 to 18.5%. The rate
for those unemployed for more than 12 months as a proportion of the unemployed
total in the region fell to 21.9% compared to that for the EU-25 of 45.1%.

In terms of the older groups of working-age people, the LUPS region has higher
employment rates for both 45-54 and 55-64 year olds than the EU-25. According to
Eurostat, the difference is most marked for the 55-64 age group with a figure of 54%
relative to the EU-wide figure of 42%. The Scottish percentage increase has also
been above the EU level for both age groups.

Working-Age Population Activity

The number of working-age people in employment, education or training (EET) in
Scotland as a whole was estimated in the Annual Population Survey to be 2.49
million in 2005 (Scottish Executive, 2006). That was 79.7% of the working-age
people, an increase of 0.3 percentage points on 2004. However, this varies
considerably between the different Local Authorities at NUTS 3 level. Glasgow and
East Ayrshire had the lowest EET proportions in 2005, at 72.2% and 74.1%
respectively. Whereas, at the upper end, four areas had EET proportions above
84.0% in 2005: East Dunbartonshire (86.1%); Aberdeenshire (84.4%); City of
Edinburgh (84.6%); and East Renfrewshire (84.4%).

Although Scotland’s employment rates are at historically high levels, again this
masks big variations by locality. Within the region, employment rates vary
significantly as Table 2 shows. Above-average rates have been recorded in rural
areas such as Aberdeenshire, Dumfries & Galloway, Midlothian, Perth & Kinross and
Scottish Borders as well as Aberdeen City, East Dunbartonshire and East

10
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Renfrewshire, although the figures for rural areas do not take full account of levels of
under-employment in these areas. The lowest rates of employment tend to be
concentrated in urban areas such as Dundee City, East Ayrshire, Glasgow City,
Inverclyde, North Ayrshire, North Lanarkshire and West Dunbartonshire, suggesting
that the key cities of the region are not acting fully as economic drivers for labour
market growth.

Table 2: Employment rates at Local Authority level

Local Authority Employment rate (2006, %)

Aberdeen City 78
Aberdeenshire 80
Angus 77
Argyll & Bute (whole area) 77
City of Edinburgh 77
Clackmannanshire 73
Dumfries & Galloway 78
Dundee City 72
East Ayrshire 70
East Dunbartonshire 80
East Lothian 78
East Renfrewshire 79
Falkirk 76
Fife 77
Glasgow City 60
Inverclyde 71
Midlothian 79
Moray (whole area) 76
North Ayrshire (whole area) 72
North Lanarkshire 71
Perth & Kinross 78
Renfrewshire 74
Scottish Borders 78
South Ayrshire 74
South Lanarkshire 74
Stirling 76
West Dunbartonshire 71
West Lothian 76
Scotland average 75

Unemployment Rates

The variation in unemployment rates mirrors the pattern for employment rates. Using
the Annual Population Survey, Scotland’s 2004-05 official unemployment rate was
5.4%, with 132,700 people of working-age unemployed. The highest unemployment
rates are in Scotland’s larger cities with 8% in Glasgow, 7% in Dundee and 6% in
Edinburgh.

On long-term (over 12 months) unemployment rates, South-Western Scotland has
the highest rate in Lowlands & Uplands Scotland at 24% while North-Eastern

11
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Scotland’s rate is below 15%. Unemployment rates amongst 15 to 24 year olds
varies from 13% in Eastern Scotland to 15% in South-Western Scotland.

Under-employment

Under-employment is a particular problem in rural areas. It can take a variety of
forms, including taking on a job for which a lower qualification is required, or working
for less time than one would like to. A measure of under-employment that captures
the latter is the amount of people in work that would like to work more hours for the
same pay. According the Annual Population Survey, when individuals were asked if
they would want to work longer hours for the same pay, the Local Authorities with the
highest share of respondents were those most characterised as ‘rural’ using the six-
fold classification. This lends support to the idea that there is more under-
employment in rural areas.

Labour Market in Deprived Areas

Within this regional labour market, there are worrying geographical variations,
particularly between the 15% most deprived areas in the region and the rest of
Scotland in terms of economic activity and qualification attainment, marginalising
these individuals from the labour market. People living in the 15% most deprived
areas were less likely to be in employment in 2005. 56.7% of working age people
living in the 15% most deprived areas were estimated to be in employment
compared to 77.9% for those living in the rest of Scotland.

People living in the 15% most deprived areas were also more likely to be
unemployed in 2005. 13.3% of economically-active people living in these areas were
estimated to be unemployed compared to 4.3% in the rest of Scotland. Relative to
the average, unemployment rates have remained constant over time in relative
terms.

This concentration of individuals marginalised from the labour market is very evident
at both NUTS 3 area level. An analysis of the Scottish Index of Multiple Deprivation
(SIMD) is useful in this regard. The SIMD is a combination of six stand-alone
indicators: current income; employment; education, skills and training; health;
housing; and access to local services. The employment, education and health
indicators are more relevant in identifying disadvantaged urban areas.

Not surprisingly, given the nature of the measures, urban areas are more likely to
display the worst concentrations of social exclusion and poverty as defined here.
Other measures can capture problems which are more endemic to rural areas. For
example, the access to services indicator measures drive times to key services and
is a proxy for rural disadvantage, including variations in access to local services,
such as General Practitioners, primary school and supermarkets, across Scotland.
However, it remains the most robust measure of social exclusion, particularly in an
urban context.

12
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Table 3: Concentrations of Scotland’s 15% most-deprived data zones by LUPS Local
Authority area (2006)

Local Authority % of total Scottish data- % of total Local Authority
zones data-zones
Aberdeen City 2.8 10.1
Aberdeenshire 0.6 2.0
Angus 0.8 5.6
Argyll & Bute (whole area) 1.0 8.2
City of Edinburgh 6.5 115
Clackmannanshire 15 23.4
Dumfries & Galloway 1.1 5.7
Dundee City 54 29.6
East Ayrshire 2.9 18.2
East Dunbartonshire 0.3 2.4
East Lothian 0.1 0.8
East Renfrewshire 0.3 2.5
Falkirk 1.9 9.6
Fife 4.8 104
Glasgow City 33.8 47.6
Inverclyde 4.3 38.2
Midlothian 0.5 4.5
Moray (whole area) 0.0 0.0
North Ayrshire (whole area) 3.4 18.4
North Lanarkshire 8.6 20.1
Perth & Kinross 0.9 51
Renfrewshire 3.7 16.8
Scottish Borders 0.3 2.3
South Ayrshire 13 13.6
South Lanarkshire 5.7 22.1
Stirling 0.7 7.3
West Dunbartonshire 3.4 28.0
West Lothian 1.4 13.3
Scotland 100.0 15.0

Source: Scottish Index of Multiple Deprivation.

Table 3 gives an overview of the concentrations of social exclusion in Scotland using
the SIMD (ie. the combination of all six indicators) at NUTS 3 level for the region’s
Local Authority areas. Concentrations are the areas where the different processes
measured by the indicators combine to create particularly persistent areas of
economic and social poverty — so, for example, poor educational performance, bad
housing, low levels of health and limited access to key services (such as childcare
and transport) can result in high rates of worklessness and manifested in relatively

13
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large numbers of claimants of state benefits. Because the factors tend to work
together, areas that ‘score’ highly on several if not all indicators are likely to be those
most resistant to initiatives to raise economic activity, whether in terms of the
creation of wealth within the area itself or the ability of individuals/organisations
within the communities to access neighbouring areas of opportunity.

The table concentrates on the worst concentrations of deprivation as measured at
the 15% level, examining the incidence in terms of shares of data-zones relative to
Scotland as a whole and relative to the Local Authority in question. From the table,
deprivation has been concentrated in some parts of the region. Glasgow City shows
a particularly high concentration — whether measured in national or local terms — and
there are similar above-average concentrations in surrounding areas such as
Inverclyde, North and East Ayrshire, North and South Lanarkshire, Renfrewshire and
West Dunbartonshire. In the eastern part of the region, Clackmannanshire and
Dundee City have relatively high concentrations as well as the City of Edinburgh,
despite its relative overall prosperity.

Despite the continuing severity of the problem, there has been some positive change
in recent years. To measure change over time, the Jobseeker Allowance claimant
count rate for Scotland’s 10% worst wards has been tracked against Scotland’s rate.
Between 2000 and 2004, the JobSeeker Allowance (JSA) claimant count in
Scotland’s 10% poorest wards fell from 15.1% to 12.2%. For Scotland as a whole,
the rate decreased from 4.5% to 3.5%. The gap in unemployment rates has also
fallen in this period from 10.6 to 8.7 percentage points. Measured in proportionate
terms, however, the rate in the high unemployment wards has risen from 3.4 to 3.5
times the Scottish average.

From an area perspective, the Social Exclusion Unit's (2004) Jobs and Enterprise in
Deprived Areas report found that many people living in these areas have:

. multiple barriers to employment;

. low aspirations for work and study;

. extremely low travel horizons (limiting the extent to which they can gain
employment outside of these geographical areas);

. two or three generations out of work in the same family and neighbourhoods;
and

. less contact with people in work and so do not benefit from informal routes

into employment.
Concentrations of disadvantaged households take hold for different reasons in

different places, but there are three main explanations put forward by the Social
Exclusion Unit:

14
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Changes in the nature and location of jobs

- A key local employer or industry closes down.

- Lack of accessible jobs.

- The informal economy can provide income opportunities which make
formal work less attractive, especially when combined with benefits.

Residential sorting

- The housing market ‘groups’ the most disadvantaged people together.

- Residents with sufficient financial resources can choose to move out of
poorer neighbourhoods.

- Housing policy can unintentionally exacerbate residential sorting.

- Over half of all people moving into Scotland’s 10% most deprived data
zones were previously living in the 10% most deprived.

Area_effects. Residents’ chances of finding work can be reduced simply
because of where they live.

- Place effects — these include location, poor infrastructure, lack of
transport, competition for limited number of job or training opportunities,
and variation in the quality and quantity of local services — these can
combine to making such areas unattractive to businesses moving to
these communities as well as stifing indigenous enterprise
development.

- People effects — these relate to the damaging effect of living with many
other jobless people — for example, residents receive little information
about jobs or encounter area-based discrimination by some employers.

In turn, these three explanations can lead to a:

skills_mismatch — an imbalance between the characteristics of potential
workers and the attributes required by local employers; and

spatial _mismatch — a geographical mismatch between residences and
potential workplaces.

The Social Exclusion Unit, in reviewing UK and international studies, argued that it
matters if jobless people are concentrated in the same areas.

Living in these areas can damage a person’s life chances — especially those
of children and young people.

- Individuals living in deprived areas are significantly more likely to be out
of work than similar people living elsewhere.

- Children’s educational attainment is closely linked to the level of
neighbourhood poverty. For example, only 46% of pupils living in
Scotland’s 15% most deprived data zones attained expected standards
in writing at the end of primary school. The Scottish average is 61%.

Residents have lower expectations of finding a job and a lower probability of
actually starting a business.
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. A significant number of children are in danger of growing up in families and
neighbourhoods with little contact with the world of work and a lack of positive
role models.

In addressing these barriers and constraints, research undertaken by the CEEDR
(ODPM, 2003) on the evidence for successful enterprise-led regeneration in
deprived areas looked at the contributions of different types of enterprises. Economic
growth for these areas is dependent on a combination of indigenous enterprise
development, the attraction of outside businesses to the areas to act as significant
local employers and the ability of residents to access good employment opportunities
outside of the region. The latter activity is more appropriate to interventions through
the ESF Programme for the region. However, with respect to the first two activities,
the benefits can be summarised as follows.

. Enterprises provide employment opportunities to local residents. Their
earnings can then be spent in the local economy which increases demand.

. Enterprises can boost the local economy by purchasing their requirements for
materials, components and services locally.

Employability

Inactive and Unemployed Target Groups

Individuals make up the raw figures on unemployment, economic inactivity and
employment deprivation. However, as with the geographic areas which contribute
unevenly to these figures, certain client groups are more likely to be excluded from
the labour force than others. Every individual within a client group will not necessarily
experience the same barriers. For example, one lone parent may only face childcare
availability as a barrier, whereas another lone parent may have poor qualifications,
no work experience and no access to affordable childcare. The workless client group
work-stream for the Employability Framework has also identified that a large
proportion of workless individuals fall into multiple client groups. Low skills or
qualifications, lack of self-confidence and work experience are personal barriers
common to many of the workless client groups. The benefits system and stigma are
also common to many of the client groups

The problems arising from worklessness are particularly acute among young people
who are workless. The number of 16-19 year olds “not in employment, education or
training” (or ‘NEET’) was approximately 36,000 in 2005 which equates to 14% of the
total 16-19 year old population. The NEET group is of particular concern as they
represent a part of the population where worklessness can become entrenched
through an absence of any history of employment. The proportion of NEET in the
region has not significantly changed in any year since 1996 with the proportion
fluctuating between 13% and 15%. Males generally have a higher proportion of
NEET than females.

In terms of scale, the most substantial workless group is the 346,000 sick and
disabled benefit claimants, which equates to 67% of all claimants and 11% of the
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total region’s working population. The client group effectively consists of two groups
— sickness and disability are distinct — but from a policy perspective, it can be useful
to consider them together. Between 2000 and 2005, the client group increased by
2%. However, that still leaves 189,000 claimants in the area, 55% of Scotland’s total.
Breaking this down further by NUTS 3 area, the highest rates have been found in
Glasgow (18%), and in both North and South Lanarkshire at over 12%.

In 2001 it was estimated that in Scotland only 30-40% of disabled people are in
work, compared to 51% in the UK as a whole. This figure reduces to only 28% of
people with a mental health condition and 24% of people with a learning disability
(DRC, 2005). Statistical evidence is not readily available on benefit claimants with
mental ill health. However, data from the research work-streams for the development
of the Employability Framework suggests that approximately 119,100 people claimed
Incapacity Benefit in Scotland due to mental and behavioural disorders in May 2004.
It has been estimated that only 8,250 opportunities on training and employment
programmes exist for the working-age people in Scotland with mental health issues.

It is very difficult to find reasonably accurate figures for individuals with chaotic life
styles, homeless, abusing drugs or alcohol, or ex-offenders. These individuals tend
to be concentrated in the most deprived areas, with 60% of Scotland’s declared
homeless are in Glasgow. Some idea of the scale of the problem can be
extrapolated from specific figures. For example, by applying the overall prevalence
rate of drug misuse to the Scottish population, it can be estimated that there are
approximately 58,000 working-age people with drug problems, and data suggests
that nearly 73% are either long term unemployed or have never worked. Scotland
had a prison population of 6,569 in 2003, the equivalent of 129 per 100,000 of the
total population, and again high proportions of these individuals find it particularly
difficult to enter work on release from prison.

Gender

The working-age employment rate in Scotland was higher for males than females in
2005. The rate for males was estimated at 77.6% compared to an estimate of 72.1%
for females. The total number of working-age males in employment, in 2005, was
estimated at 1.235 million with a further 24,000 over working age in employment.
The total number of working-age females in employment was estimated at 1.104
million with a significantly larger number of 52,000 over working age in employment.
The NUTS 3 area which had the highest male employment rate estimates in 2005
was Aberdeenshire (84.6%).

Lone parents also make up a significant group. There were 66,400 lone parents
claiming state benefits in 2005, which is a 17% decrease from 2000. However, this
still represents 2.1% of the working-age population, and lone parents are
concentrated in areas of deprivation. Lone parents living in deprived areas are much
more likely to be unemployed or inactive and face important barriers to their
participation in the labour market, particularly with respect to their caring
responsibilities. At NUTS 3 level, every area has a rate below 3% except East and
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North Ayrshire, with 4%. East Lothian and Midlothian have the lowest rate at just
under 1%.

The balance between employment and home-life caring responsibilities continues to
be a significant problem for many women. Although around 110,000 economically-
inactive women in Scotland would like a job, approximately 36% of these were
prevented from returning to work because they had to look after their family. Issues
around caring responsibilities for elderly and ill relatives are now becoming a
common problem for more and more people in the 45-to-64 year age group.

Ethnic Minorities and Asylum Seekers/Refugees

Ethnic group and asylum seekers/refugees have distinctive issues relating to their
participation in the labour market, arising from lack of qualifications (or recognition of
the qualifications they have) and in some cases, lack of key skills such as English
language. The region’s ethnic minority employment rate was 56.4% in 2004 — this
had shown only an increase of 1% since 1999. Indeed the gap between the total
employment rate and the ethnic minorities relies on a small sample size, it indicates
that the group’s employment rate had widened marginally in that period. In addition,
in the most recent data from the Annual Population Survey, the employment rate
amongst non-white females in Scotland is 48% — well below the rates for non-white
males (59%) and white females (72%). The economic inactivity rate is higher for
each ethnic minority group than the ‘White’ rate of 20%. The ‘other’ and ‘Pakistani/
Bangladeshi’ groups have the highest rates with both over 38%. Of the 29,700 ethnic
minority population who are economically inactive, 18,700 live in Glasgow or
Edinburgh.

The largest number of asylum seekers are resident in Glasgow with a report for the
COSLA Refugee and Asylum Seekers Consortium stating that there were 5,798
asylum seekers living in the city in 2005. A recent skills and aspirations audit by the
Scottish Executive (2004) found that only 5.7% of the refugees and asylum seekers
in Scotland who responded to the audit indicated that they were in employment.
Many referred to their lack of language skills, and a lack of language courses for
them. Others noted employer discrimination and lack of cultural awareness among
support staff as barriers to their participation in the labour market.

Key messages

. The region has shown an overall good employment performance in recent
years. Employment rate of 72% exceeds EU Lisbon target of 70% and is at a
historical high, driven by an expanding employment base and linked to low
unemployment rates. Indeed, employment rates have risen for the major
groups of the population, including the more disadvantaged groups such as
lone parents.
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. There is still a substantial gap between the employment rates for the more
disadvantaged groups and the workforce as a whole. Worklessness is a more
acute problem than unemployment in many cases. The NEET Group
constitutes a particularly difficult problem, as well as those working-age
jobless people described by their benefit status as ‘sick and disabled’.

. Relative to the average, unemployment rates for people living in the most
deprived areas have remained constant over time in relative terms. Areas with
concentrations of worklessness often present a greater policy challenge
because there are a number of environmental factors reinforcing the lack of
employability characterising some communities.

. Ethnic minority employment rate at 56.4% increased only marginally (1%) and
the gap has actually widened. Employment rate for non-white females in
Scotland is 48% — well below the rates for non-white men (59%) or white
females (72%).

2.3  Workforce Skills

To improve the region’s relatively poor productivity performance, one important
component is the skills profile of the workforce. In examining the skills of the
workforce, there are several broad areas that need examination: the composition of
the workforce; their skills level; and the ability of the workforce to improve those
skills. Headline features of these different issues are presented here against EU
averages.

Examining the composition of the workforce in Scotland as a whole, there are
608,000 part-time employees, an increase in absolute and in percentage terms since
2001. The proportion of part-time employees in Scotland (25%) is much higher than
the EU-25 average of 18%. Part-time employment is not in itself an issue that needs
to be addressed by Structural Funds intervention, but can be concerning in the
context of low income and skills levels associated with some part-time jobs,
especially under-employment in rural areas.

If the region is to make a full contribution to the Lisbon Growth and Jobs Agenda, the
number and skills level of potential and actual entrepreneurs in the economy is
another important consideration. If the region is to have a enterprise base that is
regularly replenished and generates innovative ideas for high-growth economic
activity, the stock of entrepreneurs needs to be monitored. The evidence suggests
that Scotland has a clear challenge with creating and sustaining entrepreneurs.
There are around 240,000 self-employed people in all of Scotland, 10% of all
employment — a rate well below the EU-15 and EU-25 averages of 15%. There are
significant variations here: the highest proportion of self-employed is in North-
Eastern Scotland, while the lowest is in South-Western Scotland. One measure of
entrepreneurship is given by the Total Entrepreneurial Activity (TEA), which is the
percentage of adults either actively starting an enterprise or running a new enterprise
(less than 3.5 years old). In 2004, the Scottish TEA figure was 5.1%, up from 4% in
2000, but still in the bottom half of a ‘league table’ of those EU countries participating
in the survey. The number of business start-ups per 10,000 population, one of the
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main indicators of entrepreneurship in an economy, was 28 in Scotland in 2005,
which was significantly lower than the UK average of 38 (Small Business Service,
2006).

With the accelerating developments in internet technology and e-commerce
applications of that technology, it is essential that enterprises are able to make full
use of the nearly universal broadband coverage in the region (to which investment
infrastructure by past Structural Funds programmes have made significant
contributions). Enterprises are making increasing use of broadband in Scotland — the
share of business activity transacted through e-business rose from 17% in 2001 to
20% in 2004, higher than the UK average (DTI, 2004). However, Scotland continues
to lag behind key competitor countries in other parts of the EU and North America,
with continuing challenges in enterprises recognising the potential of e-commerce
and having the skills to make full use of the technology. This challenge is particularly
relevant for new enterprises, especially in non-ICT sectors, where enterprise growth
and survival could be improved through a better use of e-skills and opportunities.

Similarly, in looking at the overall skills level of the workforce, the region shows a
mixed picture. Reliable international comparisons on low/no skills are difficult
because of the problems of comparing different education and qualification systems,
and it is not possible to calculate EU averages because data are not available for all
countries. However, for those countries where comparison is possible, Scotland as a
whole appears to perform well. On the proportion of the 15-plus population whose
highest qualification is ISCED level 2 or below (equivalent to lower secondary
education), the Scottish figure is amongst the lowest, at just 10.7%, above only the
UK, Lithuania, Estonia, the Czech Republic and Slovakia. However, as the sections
below show, there are still significant issues for the region in the numbers of those
with low or limited skills entering into sustainable employment.

Finally, as a measure of the region’s capacity to improve the skills level of its
workforce, Scottish participation in training is well above the average involvement in
the EU-25 with 15.3% of adults aged 25 to 64 years undertaking education or
training in the previous four weeks. However, according to Eurostat, the average for
the Scandinavian EU economies was 25.7% in 2004, and the Scottish percentage
has dropped 2% over the last four years.

Overall skills performance

One measure of the need to improve the skills of the workforce is the concept of
‘skills gaps’. Skills gaps exist within organisations when a current employee is judged
to be not fully proficient at his or her job. Results from Futureskills Scotland (2005b)
skills survey reveal employer perceptions of three areas in which inadequately skilled
staff are deficient. Planning and organisation, customer handling, problem solving
and team working are all identified as weaknesses in over 50% of staff that are less
than fully proficient; then written communication is deficient in almost 35%; and
finally, numeracy and literacy, although among the least common skills deficiencies,
are both still identified as a problem amongst almost one in five employees with skills

gaps.
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Evidence from Futureskills Scotland’s employer survey also shows employer
perceptions of the skills gap varies by broad industrial groups. They see skills gaps
as most common in the hotel and restaurant sector, with 14% of employees judged
to be less than fully proficient. This is significant as these industries are
characterised by short-term and part-time employment. Other services, public
administration and transport all report skills gaps over 10%. However, the largest
number of employees with skills deficiencies — nearly 25,000 — are in the
manufacturing sector where the survey suggests that employers perceive 10% of
employees as not fully proficient. In terms of employers addressing these issues,
people employed in the public sector are more likely to receive in-work training than
those in the private sector. The agriculture & fishing, distribution, hotels &
restaurants and transport & communications sectors have considerably lower levels
of training.

Another important measure of skills is basic skills such as literacy and numeracy. On
the available evidence, while few adults have a complete lack of reading and writing
ability, many more may have very low literacy or numeracy skills. The International
Adult Literacy Survey (IALS) estimated that 800,000 — or 23% — Scottish adults have
low literacy or numeracy skills, while another 30% may have inadequate skills to
meet employers demands. The Scottish IALS identified the characteristics likely to
be associated with an individual having low skills in this area as those who left
education at 16 or earlier, are on a low income, in a manual social class group, living
in a disadvantaged area, and/or over 55.

Lastly, it is useful to consider low skills more widely. In the absence of reliable data
on skills levels, the highest level of qualification held is often used as a proxy. The
report of the Employability Framework, Workforce Plus low paid/low skilled research
work-stream considered the low skilled group as people with qualifications below
SVQ Level 2. In 2004, there were almost 580,000 working-age people, or 18.5% of
the working population, whose highest qualification was below SVQ level 2. At NUTS
2 level, the highest number and concentration of this group was in South-Western
Scotland, with over 300,000 people, or 22% of the working-age population, with
another particularly high proportion (27.5%) in North Lanarkshire.

Groups with specific skills issues
Within the workforce, different groups face different skills issues and challenges in

securing sustainable employment. The groups facing the most distinctive
disadvantages are the following:

. low paid workers and workers with low skills levels;
. those facing acute gender issues;

. ethnic minorities and asylum seekers/refugees; and
. older workers.
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Low Pay/Low Skill

Low pay is defined by the OECD as earnings below two-thirds of the median level.
Data from the Annual Survey of Hours and Earnings shows that around 486,000
people, or 22% of all employees in Scotland, earn below the low-pay threshold. It
also shows that the highest concentrations of low paid jobs are in distribution, hotels
and restaurants and agriculture and fishing, and that the majority of low paid
employees are in either sales and customer service, or elementary occupations.

The Institute for Employment Studies (2003) found that there was no UK research
into the opportunities for progression amongst low-paid, low-status employees.
However, because of the limited training on offer, people in these jobs are unlikely to
gain any formal qualifications. As a result, there are two possible paths for career
progression, either promotion opportunities that do not require additional formal
applications and are not likely to be taken by better qualified external applicants, or
similar but slightly better jobs with other employers. It is considered that there are
likely to be few opportunities in the first category, although as a result of the current
buoyant labour market and the premium placed on work experience and references
by employers, there will be more ‘horizontal’ movement.

Low pay is often associated with part-time working, and evidence from the
Employability Framework’s low-paid/low-skilled research work-stream indicated that
both female and male part-time workers receive 40% less training than their full-time
counterparts.

Gender

Data from the Annual Population Survey show that around 110,000 economically-
inactive women in Scotland would like a job. Approximately 36% of these were
prevented from returning to work because they had to look after their family. It is
estimated that women returners to the labour market make up around a quarter of
the female labour force at the UK level. Around 35% of mothers are employed part-
time, compared to 21% full-time. Women returning to work part-time are
concentrated in low-status jobs, particularly in administration, sales and customer
services, and caring and personal services. Hourly rates of pay for women are only
84% of the male figure, and for full time jobs female weekly pay is only 82% of the
male average.

Women returners tend not to have the opportunity to make full use of their past
training and experience when returning to work in less-skilled jobs, often because of
the absence of a recent work record. Full-time returners average a loss of wages
(per hour) of 12%, correcting for their characteristics, while the penalty for part-time
returners was 22%. There is evidence to suggest that women tend to return to lower-
skilled part-time work because of the inflexibility of full-time employment. This is not
helped by persistent gender differentials in Scotland’s labour market. Gender
segregation in sectors persists with only 11% of workers in the construction industry
who are female and only 27% in manufacturing, transport and communications.
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Approximately 277,000 Scottish women aged between 16 and 64 are ‘would-be’
entrepreneurs. Of these 34,000 have a current active interest in setting up an
enterprise. In general, however, Scottish women have lower growth ambitions for
their enterprise than their male counterparts. There are 67,100 self-employed
women which is 27% of total self-employment. Taken as a whole, women set up
around 30% of Scotland’s enterprises. These firms continue to be concentrated in
‘traditional’ women’s sectors.

Gender imbalance does not simply apply to women entering male-dominated
sectors. To address the perception that there are gender-specific occupations, it is
important that men are encouraged to enter into jobs and sectors traditionally
associated with women, such as the caring profession.

Ethnic Minorities/Asylum Seekers/Refugees

The 2001 Census provides data on people from ethnic minorities with low
gualifications. 32,000 people from ethnic minorities lack qualifications at SVQ Level 2
or above. The greatest number of non-white people with low qualifications are
concentrated in Glasgow and Edinburgh. The proportion of non-white people with
low qualifications is higher in Glasgow, Falkirk and Ayrshire.

The availability of earnings and employment data on ethnic minorities in Scotland is
hampered by small sample sizes. At a UK level, both men and women in certain
ethnic minorities, particularly Pakistanis, tend to earn less and are more likely to
have no qualifications than their white counterparts. Amongst ethnic minorities, the
rate of female self-employment is much lower than that of men (12% compared to
24%). However, it is worth noting that this is still much higher than the rate of female
self-employment for Scotland as a whole.

Older Workers

Data from the Labour Force Survey show that people aged over 50 are much more
likely to have low skills than other age groups. The number of economically-active
people in this age group with no qualifications is 106,500, around 20% of the age
group. There are variations across Scotland in the percentage of this age group with
no qualifications — ranging from 17% in Eastern Scotland and North-Eastern
Scotland to 23% in the South-Western Scotland.

As noted earlier, using qualifications as a proxy for skills means that that some
people will be classified as being ‘low skilled” because they lack accredited
gualifications, even though they may have high levels of unaccredited skills. This is
likely to be especially true for people aged over 50.

Skills in SMEs

The number of small enterprises employing less than 200 in Scotland overall is
166,600 with particular concentrations in Glasgow and Edinburgh. SMEs face a
range of quite specific barriers to increasing skills in their workforce or managers
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such as the cost of losing staff time off the job while they undertake training. The
cost of course fees and the need to pay for staff cover are major issues for around
one in five employers. There is often limited money set aside for training within the
organisation, a lack of perceived relevance of external training, and a fear that staff
might be ‘poached’ when they gain qualifications. The smaller the workplace size,
the less likely it is that training will be provided.

The most widely perceived constraint to setting up an enterprise is finance. Beyond
finance, no single constraint affects the majority of ‘would-be’ entrepreneurs and
most face more than one constraint. However a major constraint for them all is a
shortage of skills — specific skill shortages vary between individuals, but cover a wide
range of issues such as accounting, marketing, e-skills, and purchasing expertise.
Self-employed males are less likely to have undertaken adult learning than male
employees. The opposite is true for women.

Social Enterprise Skills

The skills of the social economy is another important issue to consider, not least as
social enterprises and voluntary sector organisations are often the bodies addressing
the employability issues identified in the Labour Market Analysis above. Studies
conducted by McGregor et al. (2003), Glass et al. (2002) and Futureskills Scotland
(2005b) highlight some of the main support needs of social economy organisations.
Around a third of organisations see the need to develop the skills of the workforce,
employed or volunteering. Strengthening the skills of managers was the main
support needed for over one in five of the largest organisations. Smaller
organisations are much more concerned to tackle long standing issues of board or
management committee capacity, but this is reported as main support need by only
10% of large organisations. There are increasing needs for financial skills and
marketing and enterprise training to help staff become more entrepreneurial.

Key messages

. It is estimated that 23% of Scottish adults have low literacy or numeracy skills,
while another 30% may have inadequate skills to meet employers’ demands.

. There are almost 580,000 working-age people considered to be low skilled.

. 22% of all employees earn below the low pay threshold, with the majority of
these employees in either sales and customer service, or elementary
occupations.

. Around 110,000 economically-inactive women would like to work, with 36% of
these women prevented from returning to work because they had to care for
their family.

. Only 10% of all those employed in Scotland are self-employed, compared to a

EU-25 average of 15%. Entrepreneurial activity is increasing in Scotland, but
is still lower than many other EU countries.

. Social economy organisations report that their key needs are developing the
skills of their employees and volunteers, and the capacities of their managers.
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2.4  Lifelong Learning

Although Scottish adult participation has fallen marginally between 2000 and 2004 to
15.3% undertaking education and training in the previous four weeks, and 20% in the
previous 13 weeks, this rate remains significantly higher than the EU average. In the
EU-25, only 8.6% of adults had participated in education or training in the previous
four weeks, and only 9% for the EU-15 in the previous 13 weeks, although the EU
figures are increasing.

In 2003, the region’s percentage of population in further education (FE) had
increased to 11.1%, more than double that of the EU-15 and EU-25 at 5.2%.
Participation in higher education (HE) was 5% of the total population in the region by
2003, again significantly higher than the rate of 3.7% in both the EU-25 and EU-15.
According to Eurostat, at 20%, Scottish participation in workforce training was more
than double the 9% figure in the EU-15 in 2002. Scotland, although starting from a
higher base, has seen a similar slight increase in these participation rates over time
to that in the EU.

Geographical variations

Within Scotland, DTZ Pieda’s (2005) Supply and Demand of Further Education in
Scotland report found substantial variations in participation rates at FE colleges in
different areas across Scotland. Scotland’s average participation rate was 153 per
1,000 of the working-age population. However, the rate was significantly higher in
Glasgow, Fife and Clackmannanshire, Dundee City and Angus, and significantly
lower in Edinburgh, the Lothians and Lanarkshire.

The Scottish Index of Multiple Deprivation Education Indicator shows concentrations
of education deprivation in Scotland using both the proportion of the working-age
population with no qualifications and school-age performance. Within Lowlands &
Uplands Scotland, South-Western Scotland has the highest concentration with 22%
of its data zones in Scotland’s 15% worst areas of education deprivation. Eastern
Scotland has 12% of its data zones in Scotland’s 15% worst, while North-Eastern
Scotland performs well with only 6% of its data zones. The NUTS 3 breakdown
shows that urban areas perform significantly worse on this measure than rural areas.
Glasgow has the most severe problems with 30.5% in the worst 5%, 43.1% in the
worst 10% and 48.8% in the worst 15% areas. Three NUTS 3 areas in Eastern
Scotland have over 15% of their data zones in Scotland’s 15% most-deprived areas
— Edinburgh, Falkirk, and Angus and Dundee City.

The SFEFC/SHEFC (2005) Learning for All report found participation at higher
education level by people from the most deprived areas has grown but very
gradually. People from the least deprived areas were still about twice as likely to be
participating in higher education as people from the most deprived areas.

Low participation neighbourhoods for entrants to First Degree Courses in HE
institutions are defined as areas where the participation rate among 18-19 year olds
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is less than two-thirds the UK average rate. Scottish HE institutions have increased
the proportion of their young entrants who are from low participation neighbourhoods
to 19%. This is significantly above the UK average. However, there has been a drop
in the proportion of mature entrants, those aged 25 years or over, from these
neighbourhoods. (Scottish Executive, 2005c).

Participation in different forms of lifelong learning

Post-Compulsory School-Age Lifelong Learning

The Labour Force Survey estimated that in the academic year 2003-04 there were
2.3 million people of working age (74%) in Scotland involved in some form of
learning activities. This included 700,000 undertaking courses in educational
institutions; 34,000 taking courses outside of Scotland; 750,000 receiving work
based training; and a further 750,000 engaged in more informal learning activities.

On reaching school-leaving age, many young people continue in education and
training at school, college or with an employer. Staying-on rates, that is the number
of pupils who continue into post-compulsory education, divided by the total number
of pupils in the entire cohort, is an important lifelong learning indicator. In 2004-05,
about 76% of those entering S3 in 2002 stayed on until S5. The figure drops to 67%
after Christmas, when education becomes voluntary for all S4 pupils. Only 44% of
those entering S3 in 2002 stayed on until S6. Females have higher staying on rates
than males. The staying-on rates have remained fairly steady over the last five
years.

Half of school leavers went on into Further or Higher Education in 2003/04, which
represents a 2% fall since 2002-03 for those going into HE and no change for those
going into FE. In 2003/04 there were a total of 467,170 enrolments in Scotland’s 46
FE Colleges. Of these, 84% were part-time; 352,290 were vocational enrolments;
59,270 were for non-vocational classes; and 55,160 were in higher education
courses.

In terms of the demographic breakdown of vocational enrolments, 57% are female,
43% male; 40% of vocational enrolments are aged 24 years old or under; 43% are
aged between 25 and 49 years old; and 18% are aged 50 or over.

In 2003/04, there were 172,875 first degree or postgraduate students who were
domiciled in Scotland and studying in UK HE institutions. That equates to 6% of
Scotland’s working-age population. 126,605 were enrolled on first degree courses.
46,270 enrolled on postgraduate courses. 71% of the total 172,875 students
attended Scottish HE institutions.

The Age Participation Index measures the proportion of Scots under 21 years old
who entered higher education anywhere in the UK for the first time in a given year. In
2003/04, 48.9% of young Scots entered a full-time higher education course for the
first time. This has fallen slightly since its peak of 51.5% between 2000 and 2002.
However, over a longer time period, the figure has doubled since 1990. 30% of
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young Scots enter at degree level, with 19% entering at sub-degree level, 78% of
whom were aged under 24 years old. In contrast, 71% of postgraduate entrants were
mature students aged over 25 years of age.

Students with disabilities participate broadly in proportion to their numbers in the total
population. 5.3% of students at Scottish HE institutions declared a disability in
2003/04. In 2000/01, this figure was 3.8%, though this increase can partly be put
down to refinements in data collation.

Taken from HESA (2001) Statistics Focus, 6% of Scottish-domiciled first-year higher
education entrants in 2000/01 were non-white, which compares favourably with the
proportion of non-white individuals living in Scotland, which is 2%.

Other Post-School Lifelong Learning

14,855 people aged 16 to 24 years of age entered Modern Apprenticeships in
2004/05. The majority of participants are male, reflecting the fact that more females
stay on at school or enter further FE. 7,333 achieved an MA.

Of the 8,469 people aged 16 to 18 years of age participating participants in the
Skillseekers programme in 2004/05, 5,556 achieved a vocational qualification. The
numbers of male and female participants in the Skillseekers programme are about
even.

During the period April 1998 to December 2004, 13.5% of the 144,350 18 to 24 year
olds in Scotland starting on to New Deal for Young People (NDYP) chose to move
onto a course of full-time education or training. About 74% of the participants in the
NDYP programme are male (Lifelong Learning Statistics, 2005).

8,543 young people joined the Get Ready for Work (GRfW) programme in 2004/05.
Of these, 3,011 participants achieved Positive Outcomes. GRfW is dominated by
males with only around 35% of participants achieving positive outcomes being
female.

The Scottish Executive’s (2005) Lifelong Learning Statistics define adult learning as
all types of learning excluding that undertaken by full-time students of school,
university or college. Adult learning includes all individual learning, in-work training
and training programmes that improve the chances of employment or progression.

Using these statistics and Annual Scottish Labour Force Survey (ASLFS) data
shows that for women aged 16-54, the proportion undertaking training in the last
three months is around 34-35%. Whereas for men, the proportion undertaking
training varies between 37% for 16-24 year olds and 25% for 45-54 year olds. There
is a definite downward correlation between age and the proportion of people
undertaking training, with older people less likely to undertake training. Older people
are less likely than younger people to have undertaken some sort of adult learning in
the past year.

27



Lowlands & Uplands Scotland European Social Fund Programme 2007-13

Economically-inactive people who are sick, disabled or are looking after the home
are the least likely to have undertaken any adult learning.

Qualification level is positively correlated with the likelihood of undertaking adult
learning. Over 90% of people with qualifications above SVQ Level 4 have
undertaken adult learning compared to 69% and 38% of people with SVQ Level 2
gualifications and no qualifications, respectively.

The numbers participating in the Training For Work programme have been falling
over time, experiencing a significant fall since 1998 when the New Deal for 25+ was
introduced. Of the 9,589 participating, 46% of all leavers achieved a positive
outcome in 2004/05, with 44% of male leavers and 50% of female leavers achieving
a positive outcome.

The people aged 25 or over joining the Adult Modern Apprenticeship programme are
predominantly female, in contrast with the 16-24 Apprenticeship age group. Over
60% of MAs achieved are by females for this age group. This compares to only
around 40% of female participants aged 16-24.

In-Work Training

In-work training can be both on-the-job and off-the-job training. On-the-job training
includes supervised training at the workplace; while off-the-job training includes
training away from the workplace at the employer's premises or at an educational
establishment or other training provider (Lifelong Learning Statistics, 2005). Using
data from the Annual Scottish Labour Force Survey (2004) it is estimated that in the
last three months, 687,000 (31%) of working-age people in employment have
undertaken job-related training. A greater proportion of female than male employees
have undertaken job-related training in the last week, month and three-month period.

Further evidence on work related training is obtained from surveys of employers,
including the Scottish Employer Skills Survey which shows that 64% of
establishments in Scotland provided some training in the previous year, in the survey
for 2003 and again for 2004. The proportion of establishments giving some off the
job training has decreased slightly, but remains at over 50% while the proportion
offering no training of any sort remained at 36%. The 2004 Annual Scottish Labour
Force Survey shows that in the previous three months, 687,000 (31%) of working-
age people in employment had undertaken job-related training.

The incidence of training increases significantly with workplace size. 96% of
establishments with 250 or more employees provided training in the previous 12
months. Less than half the establishments with less than five employees provided
training.
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Key messages

2.5

Scotland’s participation in education and training at 15.3% is well above the
EU-25 average.

Over one-quarter of the working-age population is not involved in some form
of learning activities.

People from the most-deprived areas are about two times less likely to
participate in higher education as people from the least-deprived areas.

Economically-inactive people who are sick, disabled or have caring
responsibilities are the least likely to access adult learning.

Summary of Key Challenges

In this final section of the socio-economic analysis, on the basis of the statistical
evidence presented above, a summary of the key issues to be addressed in the
Programme is presented: first, an analysis of the main strengths, weaknesses,
opportunities and threats for the region’s labour market; and second, a more detailed
identification of the key challenges for the Programme under the employability,
workforce skills and lifelong learning headings.

SWOT analysis

Regional Strengths

The region has shown an overall good employment performance in recent
years. Employment rate of 72% exceeds EU Lisbon target of 70% and is at a
historical high, driven by an expanding employment base and linked to low
unemployment rates.

Employment rates have risen for the major groups of the population, including
the more disadvantaged groups such as lone parents.

The proportion of economically-active Scots educated to SVQ level 4 or
above is rising as is participation rates in education.

Scotland’s participation in education and training at 15.3% is well above the
EU-25 average. Overall, there is a high percentage of young people in higher
education.

Regional Weaknesses

There is still a substantial gap between the employment rates for the more
disadvantaged groups and the workforce as a whole. Worklessness is a more
acute problem than unemployment in many cases.

There are big geographical variations in employment rates with, for example,
Glasgow’'s employment rate is only around 65% compared to 76% in
Edinburgh and 78% in Aberdeen.
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. The NEET Group constitutes a particularly difficult problem. There are around
33,400 16-19s in this group, the majority in South-Western Scotland with high
concentrations in the Glasgow area. The group represents a particular policy
challenge given the entrenched nature of worklessness among the
individuals.

. The numbers of working-age jobless people described by their benefit status
as ‘sick and disabled’ have fallen by only 2% — and at 346,000 people now
make up 67% of all working-age jobless people. Around 119,000 people
claiming Incapacity Benefit have mental ill health and behavioural problems.

. Relative to the average, unemployment rates for people living in the most
deprived areas have remained constant over time in relative terms. Areas with
concentrations of worklessness often present a greater policy challenge
because there are a number of environmental factors reinforcing the lack of
employability characterising some communities.

. Ethnic minority employment rate at 56.4% increased only marginally (1%) and
the gap has actually widened. Employment rate for non-white females in
Scotland is 48% — well below the rates for non-white men (59%) or white
females (72%).

Reqgional Opportunities

. The region benefits from macroeconomic stability providing a foundation for
further employment growth.

. There is a regulatory framework that sets clear standards, such as the
national minimum wage, anti-discrimination and equal opportunities
legislation.

. The Scottish Executive is committed to new strategies on employment,

regeneration and tackling the NEET group.

. A significant part of the working-age population in the region is willing to work
if they can overcome barriers such as affordable available care for relative,
health issues, or discrimination.

. Although the measure of entrepreneurship in Scotland is in the bottom half of
the EU, in 2004 it was up from 4% to 5.1%, showing signs of improvement.

. Although there are demographic concerns to the long-term labour market, the
influx of migrants into the region provides new opportunities for employment
and productivity growth.

. Because a number of areas within the region have a combination of economic
problems acting to reinforce problems of poverty and social inclusion, spatial
and co-ordinated targeting of additional resources could provide an effective
means of intervention.
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Regional Threats

Macroeconomic instability or a change in interest rates might affect the
economic climate and the employment levels.

Increased migration from new accession EU members might make employers
less prepared to work with the local workless population trying to enter or
progress in the labour market. The challenge will be to turn migration into an
opportunity for the Scottish economy to gain from new skills sets and a
potentially larger pool of entrepreneurs.

The population is ageing and older workers tend to have less recognised
gualifications and are less prepared to undertake training. There is a need to
retain older workers in the workforce, but also to increase their productivity.
At present there is a market failure as employers will not provide this training
as the private costs to either the employer or the individual are likely to
exceed the benefits to them personally.

Social attitudes still need to be tackled to overcome gender segregation,
recruitment and progression for some groups within the working population.

Key Programme challenges

The SWOT analysis — and the key messages highlighted above — suggest that there
are a number of key strategic challenges which the Programme should address.

1.

Reducing the acute levels of worklessness in certain groups and areas.
Significant efforts are still required to reduce the 520,000 working-age people
who are on state benefits. Although pathways to work should not be the
preferred solutions in all cases, securing sustainable employment can be
critical in helping individuals out of poverty. Efforts are needed to provide
individuals with the opportunity and skills for entering/re-entering the labour
market. At the same time, there are parts of the region where worklessness is
at acute levels, resulting in self-reinforcing poverty cycles that can hinder the
employment prospects of individuals located in particular communities.

Improving employment rates in those groups which are the ‘hardest-to-
help’. Linked to the above issue, there is a case for support to concentrate on
those individuals and groups which face multiple and severe barriers to their
participation in the workforce. Domestic support is more available for those
‘close’ to the labour market. As the ‘hardest-to-help’ require more intensive
forms of assistance, resources should be targeted to allow them to access the
full set of services they require to enter the labour market. While sustainable
employment may not be the right solution for all individuals in these groups,
there is scope for helping those who want to enter the labour market. This
may mean focusing on improving ‘soft’, basic skills in entering the labour
market and aim to further their progress towards achieving sustainable
employment, rather than focus exclusively on supporting individuals to get
jobs immediately. At the same time, employer attitudes need to be addressed
to ensure that employment opportunities will be extended to this group.

31



Lowlands & Uplands Scotland European Social Fund Programme 2007-13

Increasing the ability of the low-waged and low-skilled to progress
through the labour market. Only a small proportion of low-waged/low-skilled
employees appear to progress in the labour market. For some groups though,
the issue is not simply one of supply but demand as well, particularly with
respect to employer attitudes to certain groups (such as ethnic minorities,
migrants and older workers).

Tackling representation in key occupations and sectors of under-
represented groups. Persistent gender earnings gaps and strong gendering
in specific occupations and industries need to be addressed more effectively,
both to widen opportunities for women and increase the labour supply to
occupations and industries dominated by particular genders. Similar issues
apply to ethnic minorities. At the same time, there is a need to encourage
greater retention and retraining of groups such as older workers and migrants
to ensure a thriving, growing supply of labour. As a market failure in the
region, the issue relates to both labour supply needs (such as training) as well
as demand (such as employer attitudes).

Increasing the skills levels of entrepreneurs and new enterprise
managers. Entrepreneurialism is less common in the region’s labour market
relative to the rest of the UK and the EU. General skills/training support is
needed to help raise the new firm formation rate, but there is also a strong
case for specific measures to help move under-represented groups into self-
employment, including the currently employed. At the same time, new
enterprise managers often lack sufficient management, e-business and
knowledge economy skills.

Providing social enterprise managers and workers with greater skills to
sustain their organisations. The capacity of the social economy to deliver
services more effectively to vulnerable groups and develop the skills to
achieve long-term enterprise survival is important.

Increasing lifelong learning participation rates among the most
disadvantaged groups. In terms of headline figures, the region compares
favourably for overall participation rates in lifelong learning, but they vary
considerably by group. This underlines the need to focus on the most
disadvantaged. It also confirms that working intensively to address these
disparities is essential to make in-roads into closing the opportunity gap that
currently exists.
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3 POLICY BACKGROUND

3.1 Policy Context

The ESF Programme must address the challenges set out in the analysis of the
socio-economic background section in the context of a range of policy actions in
order to maximise the value added of the Structural Funds. This context must be
established at different levels to ensure funding not only complements but builds on
existing policy. Specifically, the ESF Programme should fit within and alongside:

the EU policy context: the Community Strategic Guidelines, which sets the
indicative framework for the Cohesion Policy in support of the EU’s growth
and jobs commitments, the UK’s National Strategic Reference Framework, as
specified in Article 25 of the General Regulation, in which the chapter on
Scottish Structural Funds goals provides the overall framework for Structural
Funds spending in a Scottish context, the Integrated Guidelines on Growth
and Jobs, as approved by the European Council in June 2005, and the
European Employment Strategy recommendations;

the UK policy context: the UK’s National Reform Programme, detailing how
the UK as a whole is addressing the challenges and targets developed as part
of the wider Lisbon agenda, to which the Structural Funds are intended to
contribute; and, lastly,

the domestic policy context in the region.

Figure 1 illustrates how these different policy tiers should combine in the
Programme.

Figure 1: Hierarchy of strategic objectives

Community Strategic Guidelines

l Integrated Guidelines on Growth and Jobs

National Strategic Reference Framework

European Employment strategy
l recommendations

LUPS ESF Programme UK National Reform Programme

\ Scottish domestic policy initiatives
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The following section presents the key links between the challenges identified in the
socio-economic background with these different tiers of policy guidelines and
actions. By showing the consistency between what the ESF programme has
identified as a key area for action and the priorities identified by other policies, it will
help to highlight where Structural Funds can provide added value in addressing the
key challenges. This will form the basis for the strategy and priorities for action set
out in the following chapter. In addition, there are three cross-cutting strategic
themes which will inform all aspects of the Programme — equal opportunities,
environmental sustainability and social inclusion. These are treated in Chapter 8.

EU policy context

Community Strategic Guidelines

Article 23 of the Structural Fund Regulations provides for the Council to establish
Community Strategic Guidelines to provide an indicative framework for Structural
and Cohesion Fund programmes. Based on the Commission’s 2005 Communication,
three main Guidelines for future spending have been identified:

. improving the attractiveness of Member States, regions and cities by
improving accessibility, ensuring adequate quality and level of services, and
preserving their environmental potential;

. encouraging innovation, entrepreneurship and the growth of the knowledge
economy by research and innovation capacities, including new information
and communication technologies; and

. creating more and better jobs by attracting more people into employment,
entrepreneurial activity, improving the adaptability of workers and enterprises
and increasing investment in human capital.

Given its focus, the key challenges of the Programme identified in Chapter 2
principally fit within the third Guideline, although there are notable links with the
Guidelines on innovation, entrepreneurship and the knowledge economy. The third
Guideline (‘more and better jobs’) has several areas of focus, which map onto the
key Programme challenges set out at the end of Chapter 2:

. attract and retain more people in employment and modernise social protection
systems: the Programme could raise employment rates across the region
under:

- Key challenge 1 by addressing the acute problems of worklessness of
specific groups and in particular areas

- Key challenge 2 by targeting those individuals who are furthest from the
labour market and require more intensive assistance;

. improve adaptability of workers and enterprises and the flexibility of the labour
market: the Programme could contribute to more sustainable employment and
a more flexible workforce under:
- Key challenge 3 by improving the ability of the low-waged and low-
skilled workers to retain employment and progress through the labour
market
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- Key challenge 4 by tackling gender earnings gaps and under-
representation in the labour market

- Key challenge 5 by improving the entrepreneurial skills base of the
region

- Key challenge 6 by giving social enterprises the business skills they
require to contribute to both this Guideline and the previous one;

. increase investment in human capital through better education and skills: the
Programme could make a lasting contribution to lifelong learning goals by
improving the region’s training systems under:

- Key challenge 7 through increasing access to the infrastructure and
services for the most vulnerable groups in the region; and

. administrative capacity: technical assistance will partly be used to improve the
administrative capacity of Structural Funds delivery, particularly with respect
to the Intermediate Administration Body, as described in Chapter 7 below.

The Guideline also allows for support to maintain a healthy labour force, though the
Programme is only likely to make indirect contributions to this goal, as there is no
direct focus on health-related activities. Lastly, the Programme could address the
second Guideline on entrepreneurship and the knowledge economy, particularly
through targeted action on key challenge 5 above in line with the promotion of
entrepreneurship. The key links between the Guidelines and the key Programme
challenges are summarised in Figure 2.

Figure 2: Programme challenges and the Community Strategic Guidelines

PROGRAMME CHALLENGES CSG GUIDELINES

1:Targeting particular groups and areas

A 4

Attract and retain more people in

employment

2: Helping those furthest from labour market

v

3: Targeting low-waged/low-skilled

4: Addressing under-representation

A 4

Improve adaptability of workers and

enterprises and the flexibility of the

labour market

A 4

5: Increasing skills for entrepreneurs/new managers

6: Improving skill sets in social enterprises

Increase investment in human

7: Targeting lifelong learning access for most capital through better education and
vulnerable groups skills

A 4
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The Guidelines also discuss the territorial dimension of cohesion policy. For
example, the need to address urban regeneration acts as cross-cutting themes
across all the Guidelines. It is explicitly noted that within the Structural Funds,
“actions supported [should] include measures to promote entrepreneurship, local
employment and community development”. The Guidelines also point to the
importance of contributing to plans for urban regeneration within the designated
areas.

The issues identified in the Programme are for the most part common across the
region as a whole. However, targeting will be applied in Priority 1 of the Programme,
which will address the need for an urban dimension in the Programme, as issues of
worklessness are particularly acute in some of the region’s urban areas. This is in
line with the Guidelines focus on the contribution of cities to growth and jobs and is
outlined in greater detail in Chapter 4.

UK National Strateqic Reference Framework

The UK National Strategic Reference Framework (as required by the General
Structural Fund Regulation, Article 25) provides a reference instrument for drawing
up Programmes to ensure that Structural Funds spending is consistent both with the
Community Strategic Guidelines and the Member State’s National Reform
Programme for delivering the Lisbon Agenda. In the UK NSRF, there is a dedicated
chapter to Scotland.

Overall, the UK Framework sets out the Government's central economic objective to
raise the rate of sustainable growth and achieve rising prosperity and a better quality
of life, with economic and employment opportunities for all. In Scotland, the primary
aim is to contribute to the sustainable economic growth of the region through
improvements in productivity while addressing social inclusion and environmental
sustainability needs. The European Social Fund will contribute to these strategies to
increase employment and raise skill levels.

The Scottish chapter sets out three sets of priority actions for the ESF Programme
under the Competitiveness Objective. These embody the key Programme challenges
set out above and will match to the priorities presented in Chapter 4. Figure 3 shows
the links between the NSRF priority actions and the challenges.
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Figure 3: Programme challenges and the National Strategic Reference Framework

PROGRAMME CHALLENGES NSRF PRIORITY ACTIONS

1:Targeting worklessness in particular groups and

areas

A 4

Progressing into sustainable
employment

2: Helping those furthest from labour market

v

3: Targeting low-waged/low-skilled

4: Addressing under-representation

A 4

Progress through sustainable

employment

5: Increasing skills for entrepreneurs/new managers

A 4

6: Improving skill sets in social enterprises

Improving access to

7: Targeting lifelong learning access for most
vulnerable groups

lifelong learning

A 4

Integrated Guidelines for Growth and Jobs

The June 2005 European Council approved the Integrated Guidelines for Growth
and Jobs for the period 2005-2008. There are now 24 Guidelines incorporating the
previously separate Broad Economic Policy Guidelines and Employment Guidelines.
These Guidelines fit into the Programme challenges as follows:

17.

18.

19.

20.

Implement employment policies aiming at achieving full employment,
improving quality and productivity at work, and strengthening social and
territorial cohesion

- Programme challenges 1-6

Promote a lifecycle approach to work
- All Programme challenges

Ensure inclusive labour markets, enhance work attractiveness, and make
work pay for job-seekers, including disadvantaged people and the inactive.
- Programme challenges 1-6

Improve matching of labour market needs.
- Programme challenges 1-6
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23. Expand and improve investment in human capital.
- Programme challenges 7

24. Adapt education and training systems in response to new competence
requirements.
- Programme challenges 3-7

European Employment Strateqy Recommendations

The European Employment Strategy determines how the Lisbon Growth and Jobs
Agenda can be achieved in the areas of employment, employability and social
inclusion policy. In reviewing the positions of the labour markets in the different
Member States, the 2004 Recommendations noted the following about the UK:

The UK exceeds all the employment rate targets, including those for women and for
older workers. However, concentrations of economic inactivity, and to a lesser extent
unemployment, persist in certain communities and amongst particular groups.
Productivity levels, especially as expressed per hour worked, remain comparatively
low. This is in part due to the prevalence of low skills amongst the workforce,
including insufficient basic skills. The gender pay gap remains one of the widest in
the EU. The United Kingdom should give immediate priority to:

. ensuring that wage trends do not exceed productivity gains:
- this is not relevant to the Structural Funds activity in this context;

. ensuring that active labour market policies and benefit systems prevent de-
skilling and promote quality in work, by improving incentives to work and
supporting sustainable integration and progress in the labour market of
inactive and unemployed people; addressing the rising number of people
claiming sickness or disability benefits, and giving particular attention to lone
parents and people living in deprived areas:

- This is particularly relevant to Programme challenges 1-3 by assisting
those with particular difficulties in achieving sustainable employment;

. improving the access to and affordability of childcare and care for other
dependants, increasing access to training for low paid women in part-time
work, and taking urgent action to tackle the causes of the gender pay gap:

- This is particularly relevant to key Programme challenges 1-7, not least
by recognising the need to provide support to beneficiaries with caring
responsibilities — gender pay and representation issues are explicitly
acknowledged in Programme challenge 5;

. implementing national and regional skills strategies, with particular emphasis
on improving literacy and numeracy of the workforce, the participation and
achievement of 16-19 year olds, and low-skilled workers in poorly paid jobs:

- This is particularly relevant to all the Programme challenges.
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UK policy context

The UK National Reform Programme details the challenges currently facing the UK
economy, and sets out the Government's strategy for delivering long term
sustainable growth, high employment and a fair and inclusive society. As explained
in the UK’s National Reform Programme, the Government's overall approach to
increasing growth in the UK economy is based on maintaining macroeconomic
stability and driving forward lasting improvements focused on employment and the
five drivers of productivity: competition, enterprise, innovation, investment and skills.

The Government believes that radical labour market reform aimed at getting more
people into employment is key to delivering economic growth and ensuring the long-
term fiscal sustainability of the economy. A flexible and job-creating labour market is
especially important for competing in today’s increasingly global markets. By
boosting productivity and employment, it helps ensure that the gains of economic
growth go to the many rather than the few.

The National Reform Programme sets out the Government's aim of employment
opportunity for all and its aspiration of an 80% employment rate and the need to help
a further 2.5 million people into work. Getting more people into employment is key
both to delivering economic growth and to building a more inclusive society. Policies
to promote employment include the New Deals (focusing on long-term
unemployment) and Pathways to Work (offering a range of support). Any Structural
Funds activity addressing Programme challenges 1-2 in particular will add value to
the employment strategy set out in the National Reform Programme.

With regards to productivity, the evidence for focusing on the five drivers was set out
in Productivity in the UK: The Evidence and the Government’'s Approach, which was
published alongside the Government’s Pre-Budget Report in 2002. The National
Reform Programme sets out the UK Government’s strategy to:

. raise skills levels in the workforce by: increasing participation in education at
age 17 from 75% to 90% over the next ten years;

. ensure 2.25 million adults improve their basic skills over the period 2001 to
2010; and

. reduce the number of adults in the workforce without a level 2 (upper

secondary) qualification by at least 40%.

Again, activity in support of key Programme challenges 4-9 will add value to the skills
strategy in Scotland, through additionality enabling the targets to be exceeded or met
earlier.

In this context, it is worth drawing attention to the Leitch Review of Skills. Published
in 2006, the Review argued that the UK needed to raise urgently achievements at all
levels of skills and recommended that it commit to becoming a world leader in skills
by 2020, benchmarked against the upper quartile of the OECD. This means doubling
attainment at most levels of skill. The Review echoes nearly all the key challenges
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set out in the socio-economic analysis — implementing its recommendations is
something to which the Structural Funds could make significant contributions.

Scottish policy context

The Framework for Economic Development in Scotland

FEDS, refreshed in 2004, sets the overall strategy for developing the Scottish
economy. Its vision is:

to raise the quality of life of the Scottish people through increasing the
economic opportunities for all on a socially and environmentally sustainable
basis.

To achieve this, FEDS has a set of enabling as well as principal outcome objectives.
The latter are:

. economic growth: with growth accelerated and sustained through greater
competitiveness in the global economy;

. regional development: with economic growth a pre-requisite for all regions to
enjoy the same economic opportunities, and with regional development itself
contributing to national economic prosperity;

. closing the opportunity gap: with economic growth a pre-requisite for all in
society to enjoy enhanced economic opportunities, and with social
development in turn contributing to national economic prosperity; and

. sustainable development: in economic, social and environmental terms.

Central to these four outcomes is a long-term strategy to improve the productivity of
the Scottish economy. As in the wider UK strategy, one of the key factors in this is
the generation and full economic use of knowledge; FEDS acknowledges that
Scotland needs to adapt to knowledge-intensive global markets rather than the
labour-intensive markets in which it has successfully competed in the past. In
addition, FEDS recognises the importance of lifelong learning as an underpinning
factor in achieving this.

The key challenges faced by the region all fall within this broad framework of the
Scottish economic development challenges set out by FEDS. Within this Framework,
specific issues are covered by the respective strategies discussed below. In addition,
the partnership approach espoused by the Framework in terms of policy delivery
closely mirrors the approach in the ESF Programme.

Workforce Plus — An Employability Framework for Scotland

Published in 2006, the Employability Framework complements UK Government
activity to promote economic growth and sustainable development, reduce
disadvantage and inequality and to end child poverty. The Framework sets a target
of assisting 66,000 individuals in seven local government areas of particular
deprivation to move off benefits and into employment. The Framework identified six
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themes where more co-ordinated and targeted policy can achieve this:

. interventions at an early stage;

. more client-focused interventions;

. employer engagement;

. support towards sustaining as well as progressing employment;

. more joined-up planning and delivery of services within the public sector; and
. a focus on better outcomes.

The analysis fits with the socio-economic analysis in Chapter 2. Under Programme
challenge 1, Chapter 2 recognised that the problems of worklessness were
particularly acute among particular groups and in certain areas. Under Programme
challenge 2, the need to help those furthest from the labour market was identified as
a key need, a conclusion also drawn in Workforce Plus, which drew attention to the
existing focus of domestic policy on those closest to gaining employment. The
Structural Funds can provide added value within this strategic framework by
supporting activity that will target more client-focused interventions as well employer
engagement. Through the partnership approach set out in Chapter 7, the
Programme will encourage more joined-up planning, both because the EU funding
will need to be match-funded with domestic funding and because project decisions
will be made through the Programme Monitoring Committee which will bring together
the main resource providers and delivery groups for these services. Moreover, the
Framework further acknowledges that local employment partnerships are the more
effective delivery channel for such employability activity. This approach is reflected in
the ESF Programme and the use of partnerships in project delivery, also as set out
in Chapter 7.

Closing the Opportunity Gap

Closing the Opportunity Gap is the Scottish Executive strategy aiming to prevent
individuals and families from falling into and to provide routes out of poverty. It sets
two relevant targets to tackle poverty and disadvantage:

. to promote community regeneration of the most deprived neighbourhoods,
through improvements in employability, education, health, access to local
services and quality of the local environment; and

. to improve service delivery in rural areas so that agreed improvements to
accessibility and quality are achieved for key services in remote and
disadvantaged communities.

In 2004, this was translated into a set of six objectives with a particular focus on
areas of particular deprivation:

1. to increase the chances of sustained employment for vulnerable and
disadvantaged groups — in order to lift them permanently out of poverty;
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2. to improve the confidence and skills of the most disadvantaged children and
young people — in order to provide them with the greatest chance of avoiding
poverty when they leave school,

3. to reduce the vulnerability of low income families to financial exclusion and
multiple debts — in order to prevent them becoming over-indebted and/or to lift
them out of poverty;

4. to regenerate the most disadvantaged neighbourhoods — in order that people
living there can take advantage of job opportunities and improve their quality
of life;

5. to increase the rate of improvement of the health status of people living in the

most deprived communities — in order to improve their quality of life, including
their employability prospects; and

6. to improve access to high quality services for the most disadvantaged groups
and individuals in rural communities — in order to improve their quality of life
and enhance their access to opportunity.

The ESF Programme embodies — directly as well as indirectly — these Closing the
Opportunity Gap objectives. The strongest links are through the first and fourth of
these objectives and Programme challenge 1, with the focus on particular client
groups and areas.

Reqgeneration Policy Statement

In 2006, Closing the Opportunity Gap was supplemented by the Scottish Executive’s
People and Place: Regeneration Policy Statement, which states that regeneration is
central to achieving the main goal of sustainable economic development. The
Regeneration Policy Statement integrates public, private, voluntary and community
sector activities to sustainable regeneration. It defines the regeneration challenge for
Scotland:

Regeneration is a crucial part of growing the economy and improving the
fabric of Scotland... Our aim is to turn disadvantaged neighbourhoods into
places where people are proud to live. To turn places that have been left
behind into places connected with the opportunities around them. To create
areas of choice and areas of connection, rather than inward-looking places
excluded from the wider successful Scotland around them. To build mixed
and vibrant communities that sustain themselves.

The Regeneration Policy Statement recognises that this can only be achieved
through an integrated policy approach that goes beyond investment in the physical
infrastructure of these areas: the economic, social, physical and environmental
aspects of regeneration requires an integrated approach which ‘joins up’ planning
and delivery across these aspects, so that change is mutually reinforcing. At the
same time, it must be an approach based on partnership, as no single organisation
can deliver all of these outcomes.
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One key instrument to take forward this and other strategies are the Community
Planning Partnerships (CPPs). The CPPs, one for each Local Authority area, set out
how the relevant partners at local level intend to combine their activities to achieve
regeneration outcomes. The CPPs consist of partnerships of the key partners
involved in local regeneration including the Local Authority, voluntary sector
organisations, local Health Boards and other relevant bodies.

Structural Funds can be an important instrument for integrating funding in support of
the social inclusion and employability aspects of the regeneration agenda,
particularly with respect to the Programme challenges 1-2. As noted above, the
Funds role as a match-funder and the partnership-based approach underlying its
delivery through the Programme Monitoring Committee. As described in Chapter 7,
there is scope in the Programme for using partnerships to deliver funding in support
of these objectives.

NEET Strateqy — More Choices, More Chances

One of the most difficult-to-reach groups of individuals outside the labour market are
young people who are ‘not in education, employment or training’ (NEET). These are
concentrated in seven areas in Scotland which require particular policy interventions,
complementing the work being taken forward as part of the Employability Framework
and Closing the Opportunity Gap. The NEET Strategy — launched in 2006 — has a
set of objectives:

. to stem the flows into NEET (ie. prevention rather than cure);

. to have a system-wide (pre and post 16) focus on, ambitions for, ownership of
— and accountability for — the NEET group;

. to prioritise education and training outcomes for the NEET group as a step
towards lifelong employability, given their low attainment profile; and

. to position NEET reduction as one of the key indicators for measuring the pre-
and post-16 systems' success.

It aims to achieve this through five priority areas of intervention: opportunities for
young people of school age; post-compulsory education and training; financial
incentives for employment, education and training; removing the barriers to
accessing opportunities; and co-ordination of national and local leadership in
delivery.

Under Programme challenge 1, one of the key groups identified for support targeted
in the socio-economic analysis was the NEET group. It also recognised the
concentrations of this group in particular parts of the region. Structural Funds can
complement the NEET strategy, particularly through assistance for removing the
barriers to accessing opportunities, both through giving the appropriate skills and
support to those in the NEET group as well as in employer engagement activity.

A number of other policies are being taken forward for the school sector which will
have an impact on young people’s employment prospects on leaving school. These
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are: Curriculum for Excellence; with its focus on the four capacities of the individual;
Determined to Succeed, which increases awareness of, and enthusiasm for
enterprise and entrepreneurship; and the School — College Review; which is aimed
at increasing the range of opportunities open to young people of school age.

Smart Successful Scotland

Scottish Executive policy for developing the enterprise sector has been set out in
Smart Successful Scotland, which was refreshed in 2004. The strategy not only lays
out the goals of the Scottish Enterprise — the key economic and skills development
agency in the Lowlands & Uplands Scotland region — but acts as a framework for co-
ordinating enterprise development policy more widely. It has a vision consisting of
three outcomes:

. growing businesses: a fast learning, high earning Scotland;
. global connections; and
. learning and skills.

Under the last outcome, a set of priorities have been defined:

. improving the operation of the Scottish labour market by improving the
adaptability of the Scottish labour force and the labour market mechanisms
contributing to that adaptability (especially in lifelong learning);

. the best start for all young people through good training support and
opportunities;

. narrowing the gap in unemployment; and

. improved demand for high quality in-work training.

Under the second of these goals (‘developing skills’), the strategy links strongly with
several Programme challenges:

3. targeting __low-waged/low-skilled workers: ensuring that support is
concentrated on those groups which have most difficulty in achieving
sustainable employment;

4. addressing the gender pay gap and representation: providing specific support
to redress the remaining gender imbalances in the labour market;

5. increasing entrepreneurial skills: targeting the skills needed by entrepreneurs
to develop sustainable enterprises; and

6. improving social _enterprise_skills: recognising that social enterprises have
particular skills needs to ensure that they can contribute to addressing all
Programme challenges.

Through the strategy, Scottish Enterprise delivers a number of training programmes.
Get Ready for Work supports 16-t0-18 year olds in identifying their training needs
and their employment aspirations and provides a training allowance and
opportunities for ‘work tasters’. Skillseekers targets young people who have left work
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and are seeking basic qualification levels to enable them to enter employment.
Modern Apprenticeships is also focused on young people by helping them into paid
employment with a view to gaining job-related skills.

Lifelong Learning Strategy

Life Through Learning, Learning Through Life sets out the Executive’s strategy for
Lifelong Learning to 2008. It is concerned with post-compulsory education, training
and learning and recognizes the need to address the:

. opportunity gap between those who achieve their potential and those who do
not;

. skills gap between those in work and those who are not; and

. productivity gap between Scotland and the world’s leading economies.

To achieve these strategic aims there is a need to promote work based learning as
part of the overall lifelong learning agenda through a two-pronged approach that both
encourages individual learners to participate in lifelong learning and employers to
support lifelong learning both in and beyond the workplace. The strategy has five
goals, creating:

. a Scotland where people have the confidence, enterprise, knowledge,
creativity and skills they need to participate in economic, social and civic life;

. a Scotland where a high quality learning experience is delivered,

. a Scotland where people's knowledge and skills are recognised, used and

developed to best effect in their workplace;

. a Scotland where people are given the information, guidance and support
they need to make effective learning decisions and transitions; and

. a Scotland where people have the chance to learn, irrespective of their
background or current personal circumstances.

The strategy underpins the approach needed in support access to lifelong learning in
Programme challenges 7 and 8, which identify needs in the access and quality of
training provision in the region.

In addition, there are specific learning needs for part of the workforce. For migrant
workers, the Adult ESOL (English for Speakers of Other Languages) Strateqgy is
particularly relevant. This aims to improve the quality and quantity of provision for all
those who need help in this area with a particular focus on asylum seekers and
refugees, people from settled minority communities, and migrant workers. The
definition of eligible activities in Priority 1 has taken special attention of the issue. In
this context, the role of the Executive’s Fresh Talent Initiative is important in
encouraging people coming to live and work in Scotland - it echoes the challenges in
the Programme in helping migrant workers in the region.
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Other Key Strategies

In addition to these overarching strategies, there are a number of other related policy
areas, where Scottish Executive strategies will inform and complement activity in the
ESF Programme.

On the specific issues facing individuals with mental health problems, the Scottish
Programme for Improving Mental Health and Well-being aims to improve the mental
health and well-being of everyone living in Scotland, and improve the quality of life
for people experiencing mental health problems and mental illness. The publication —
‘With Work in Mind: The Evidence Base for Change’ — sets out the size and nature of
the workless client group with experience of mental health problems. This forms
another key group that should be addressed through Programme challenge 1.
Similarly, the Scottish Executive’s Healthy Working Lives action plan links the
importance of health and employability, particularly for individuals with health-related
problems or disabilities, and has a series of actions that overlap with the first
Programme challenge.

Effective and confident literacy and numeracy skills contribute to closing the
opportunity gap in Scotland, including equipping people to fulfil their employability.
These have been identified as a critical area for intervention in the Adult Literacy and
Numeracy Strategy. By 2008, £65 million will have been invested through community
learning and development strategies. From 2001 to 2005, over 100,000 new
literacies learners have been supported across Scotland. The Big Plus awareness
raising campaign, and the Big Plus for Business toolkit to raise employer awareness
of workplace literacies, has been launched to encourage their staff in developing
these skills, a set of activities that fit with the literacy/numeracy skills issues set out in
Priority 2. It has also been recognised that skills in using a computer are standard for
all — that is why the universal offer for Individual Learning Accounts targets ICT skills.
Lack of such skills are a common feature of many of the groups identified in
Programme challenge 1 in the socio-economic analysis.

The Scottish Childcare Strategy will aim to provide affordable, accessible, good
quality childcare in every neighbourhood, supported by Childcare strategy funding
from the Executive to local authorities. Childcare has an important role to play in
labour market growth and family prosperity by helping people back into work or
training as well as supporting childcare enterprises. The Working for Families
programme supplements these with further support for parents in disadvantaged
areas and groups, supplemented by the childcare element of working tax credit for
those on a low income, to get the affordable and flexible childcare they require. Lack
of childcare has been seen as a barrier to individuals being able to participate more
sustainably in the labour market and is recognised as a key issue in Programme
challenge 4 (addressing the gender pay gap and workforce representation).

The social economy sector is already delivering a number of employment and
training opportunities for the long-term unemployed. The success of the sector in this
area rests with the experience such organisations have of working with their clients,
the confidence that they inspire in their clients and the one-to-one support that they
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are frequently able to offer. The Scottish Social Enterprise Strategy will set out the
social economy as a key area is creating employment and development
opportunities for those furthest from employment through helping to make social
enterprises more sustainable and competitive. Priorities for supporting the sector in
the strategy will complement the focus on the social economy within the ESF
Programme. The importance of this goal is explicitly recognised in Programme
challenge 6.

3.2 Lessons from 2000-06 Programming

Structural Funds programming in Scotland has always built on the experience of
earlier programmes, maintaining the good practice while adapting to new
circumstances. In developing the ESF Programme for the LUPS region for 2007-13,
the lessons of the 2000-06 use of European Social Fund in Scotland were examined
from a number of different perspectives. This section summarises the key studies
drawing on those lessons:

. the mid-term evaluation update of the Objective 3 programme;

. the study of social inclusion activity supported by ESF for the mid-term
updates, conducted by EKOS;

. the 2005 beneficiaries survey conducted by MORI;

. the 2005 report of an internal Value Added Group on how to increase the
value added of future Structural Funds programmes;

. the 2006 Hall Aitken report on options for delivering Structural Funds
programmes.

Mid-term evaluation update of the Objective 3 Programme

In 2005, the 2000-06 Scottish Objective 3 Programme was assessed as part of the
mid-term evaluation update of Structural Funds. The update set out a number of
conclusions and recommendations that informed the development of the 2007-13
ESF Programme for Lowlands & Uplands Scotland, particularly with respect to the
focus of assistance on certain groups and activities.

. Individuals who remain outside the workforce often face multiple barriers to
progressing into sustainable employment. Considering these groups by length
of time unemployed, age, sex, etc has tended to lead to less effective
interventions. There is a need to address the person’s needs as a whole and
employers’ perceptions, and to be as flexible as possible in accepting a range
of interventions as eligible activities.

- The 2007-13 Operational Programme will give greater weight to
projects that link together support for the totality of challenges facing
key client groups. This will be reflected in the eligibility criteria under
Priority 1, as set out in Chapter 4.
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For those groups which are farthest from sustainable employment, there is a
need to acknowledge that progress can be slow and soft outcomes and
movement towards the labour market must be encouraged, rewarded and
sustained over a considerable period. There are few short-term interventions
for these client groups.

- The 2007-13 Programme gives emphasis to supporting these groups
as seen in the Priority 1 description in Chapter 4 and to measuring
outcomes and impacts through a greater use of ‘soft’ indicators, as
described in Chapter 9.

Local variations and labour market needs have to be better catered for.

Strategic fit has to be not just at national level, but also has to be based on

local partnership plans.

- Delivery of Priority 1 on sustainable employment will include supporting
partnership action plans, especially through the Community Planning
Partnerships described in Chapter 6.

Projects which encouraged and supported a network involving a range of
partners, including economic development bodies, local and national
government policy makers, front line delivery bodies such as health and social
services tended to be innovative and focused on their clients’ needs. They
were more likely to leave a lasting legacy, and to work together again. The
Development Partnerships established in the 2000-06 Equal Initiative in
Scotland were good models of this.
- The Equal thematic partnership approach has been used as the model
for the partnership approach to delivery, as envisaged for the CPPs
under Priority 1 and described in Chapter 6.

Access to post-school education for those not participating could be highly

effective where there was a high degree of innovation and flexibility in the

approach on offer. Tasters of a non-academic nature, or outside the normal

further or higher education buildings were often more welcome (eg. learning

centres in Housing Association offices or youth clubs).

- This activity continues to be encouraged through Priority 3 of the new
Programme, as described in Chapter 4.

EKOS social inclusion study

As part of the mid-term evaluation update, a specialist study was commissioned of
EKOS Consultants in 2005 to review the effectiveness of social inclusion Measures
within the Objective 3, Objective 2 West of Scotland, as well as the Highlands &
Islands Special Transitional Programme in the 2000-06 programming period. It made
the following recommendations, which have taken into account in developing the
current Programme as follows:

The categorisations of key client groups should be linked to standard
statistical sources to enable quantification of the number of individuals being
reached by the Programme.
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- This recommendation has informed the development of the monitoring
and evaluation indicator framework for the new Programme, set out in
Chapter 9.

. Project administration requirements should be looked at again in relation to
key match-funding programmes, seeking to streamline and complement
where possible.

- This recommendation is being pursued as part of the simplification and
streamlining of administrative procedures in the new Programme and
will be reflected in the new Guidance.

. There continues to be a requirement for improved strategic co-ordination of
ERDF and ESF funding streams. It may be appropriate to use structures such
as Community Planning Partnerships to facilitate this discussion at a local
level.

- A recommendation which lies behind the delivery arrangements for
Priority 1 in the new Programme, as set out in Chapter 7.

. Longer-term tracking of individuals would be desirable in order to provide a
more realistic time frame for job seekers to achieve results, as well as to
demonstrate sustainability of outcomes.

- Again, the new evaluation and monitoring framework is giving greater
weight to tracking outcomes in this way.

MORI beneficiaries survey

In 2005, a GB-wide beneficiaries survey was also commissioned, to follow up
individual beneficiaries of projects supported under the ESF programme, who took
part in the different EU programmes in 2004. For this research, separate surveys
were conducted in England, Wales and Scotland, building on similar work conducted
in earlier years and carried out by MORI. It has the most relevance for the
development of Priority 1, as set out in Chapter 4.

The findings showed that in general, expectations beneficiaries had on joining a
course were met and often exceeded, with most people reporting that they had
developed both ‘hard’ and ‘soft’” work-related skills. Indeed, four in five beneficiaries
attained a qualification on completion of their course. It is also instructive to note that
gains and improvements appeared to be relatively well-focused on key groups of
beneficiaries. Non-working entrants — whether they are actively seeking work or are
inactive — clearly benefited not only from targeted, skills-based training but also from
the development of ‘soft’ skills relating to their self-confidence. As a result, eligibility
under Priority 1 will continue to include such ‘soft’ skills, not least as this is
particularly critical for the targeted client groups identified in Programme challenge 1.

Furthermore, there was evidence of upskiling among beneficiaries who were
employed on entry. This group cited a wide range of skills development, in particular
improving practical skills relating to a particular job, as well developing IT and study
skills. A key outcome, however, for any ESF-funded training was whether
beneficiaries improved their labour market status. From the two-stage survey

49



Lowlands & Uplands Scotland European Social Fund Programme 2007-13

process, it was possible to see a clear and positive move from unemployment to
employment for many beneficiaries. The proportion of beneficiaries in the second
wave of research who were employed rose from 32% on entry to 50% at the time of
the survey. This represented a 56% increase in employment. While this research
was not set up as an empirical evaluation to establish a causal link between
attendance on the ESF course and subsequent labour market activity, the majority of
those who moved into a new job felt that participation in the course had helped them
to do so.

Moreover, even if they were not moving directly into work, inactive entrants were
moving in the direction of work: a third of those who were unemployed at the time of
the survey (30%) and nearly half of those in education (47%) had been inactive on
entry. This is a major finding of this research — that inactivity is being directly
addressed by the ESF in Scotland. It should also be noted, however, that
unemployment levels are affected by this move. Rather than falling, unemployment
actually rises from entry to leaving a course (from 18% to 29%) and is still higher
than at the beginning of the process by the time of the survey (24%). While this rise
may be seen as a disappointment, it should be recognised that the ‘direction of
travel’ is a positive one. This is reflected in the 2007-13 Programme through
Programme challenge 2, which identified the need to target funding on those furthest
from the labour market and in need of the most assistance.

The survey concluded that the challenge for the ESF in Scotland was to maintain the
increase in employment so that inactive and unemployed beneficiaries were able to
make that final transition. This underpins the focus of Priority 1 in the 2007-13 ESF
Programme.

Value Added Group: ‘Adding Value, Keeping Value’

As part of the preparations by the Scottish Executive for developing Structural Funds
programmes for the 2007-13 period, a short-life internal working group was set up in
2005 to draw lessons on the ‘value added’ of the Structural Funds for the 2007-13
Scottish programmes. The specific objectives of the Group were the following:

. to identify the types of projects that have provided the highest added value in
the 2000-06 programmes;

. to consider the characteristics of those projects which have made them
particularly successful;

. to define added value in the context of Structural Funds programmes; and

. to assess how best to encourage development of such projects within the

regulations governing future Structural Funds.
The Group was drawn from the European Structural Funds Division and the

Programme Management Executives for the 2000-06 programmes. It concluded the
following of relevance to the current Programme.
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. In future, a greater premium should be placed on qualitative value added in
project selection. This was not to suggest that value added should not have a
strong quantitative dimension, but that qualitative value added should be a
priority. In practice, this meant that Structural Funds could usefully support
pilot, innovative projects.

- The importance of an innovative approach to projects is reinforced in
the Programme, as discussed under each of the Objectives in more
detail in Chapter 7.

. Consideration should be given to providing a greater time limit on project
funding in future. If the focus is on supporting qualitative projects, Structural
Funds should have the role as a major lever for the early stages of a project’s
development. ‘Repeat’ projects or longer-term continuations should be
discouraged unless there are strong operational reasons for doing so. As a
result, project awards would be for a minimum of two years, though with
annually-set targets and reviews.

- This conclusion will be reflected in the new guidance to be issued to
applicants and in the section on innovation in Chapter 4.

. Partnership has been a critical factor in supporting value added, particularly
when applied in particular ways. Partnership at a local/regional level in project
development is important, often acting as ‘brokers’ for development activity (a
role that has been supported through Structural Funds support). Where
projects and activities have been developed through a networked, inter-
agency approach, project quality appears to have been driven up.

- Chapter 7 sets out the role of partnership in delivering parts of the
Programme.

. The continuing promotion of key shared policy goals should continue,
particularly the horizontal themes. The Structural Funds have played a pivotal
role in promoting equal opportunities and sustainable development as wider
policy goals and should continue to do so.

- This is reflected on the continuing emphasis on the mainstreaming of
these three horizontal themes, as set out in more detail in Chapter 8.

Value added has also been apparent where funding has been co-ordinated through
a series of activities targeting a common goal. Whether the co-ordination is of
different types of funds (ERDF, ESF and other sources of EU funding) or different
types of projects (through project clusters), their impact is strongest when geared
towards a specific development goal. In Structural Funds, these goals have been
most readily achieved when defined in terms of local geography (especially through
community economic development) or niche sectors (particularly through targeted
enterprise development activities). The focused approach is reflected in the targeted
nature of the priorities described in Chapter 4.
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Hall Aitken: ‘Making Every Euro Count’

As part of the preparations for developing the 2007-13 programmes, the Scottish
Executive commissioned a report of Hall Aitken Consultants in 2006 with several
objectives:

to identify a series of delivery options for single-stream funding of Structural
Funds and other domestic policy resources, based on 2000-06 practice
elsewhere in the EU;

to draw out comparative lessons with a view to setting out options for Scottish
delivery; and

to set out options for Scotland.

On this basis, the report concluded that any approach should achieve as many of the
following criteria as possible:

minimise the administrative costs of operating projects;

direct funds to where they will make the most difference in terms of economic
need, opportunity and delivery capacity and quality;

build on existing structures, partnerships and systems where possible and be
developed with the support of stakeholders;

shift the focus of effort from project selection to effective delivery and
monitoring;

integrate Structural Funds actions more closely with related domestic policy
actions;

retain sufficient flexibility to respond to changes in need and opportunity
during the programme lifetime and ensure that projects address both issues;

promote the horizontal themes; and
spread learning and good practice.

The delivery mechanisms for the programmes — set out in detail in Chapter 7 — were
developed with these conclusions in mind. They have also been designed to make
use of the following range of elements, set out by Hall Aitken as mechanisms that
could be used in delivering the programmes:

area_and local outcome agreements: the partnership-based approach to
delivery for parts of the Programme set out in the Priority 1 description in
Chapter 4 reflects this mechanism;

competition between single-stream funding bodies: again, as the Priority 1
description details, competition is anticipated between partnerships for the
delivery of parts of the Programme; and

thematic partnerships: in line with the above bullet points, the partnerships will
be expected to show thematic complementarity in the supported activity.
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4 STRATEGY AND PRIORITIES
4.1 Programme Vision

The strategy for the ESF Competitiveness Programme proceeds from the
identification of key challenges within the socio-economic analysis (in Chapter 2), the
need for actions to fit with EU, UK and Scottish policy frameworks and the
experience of previous programming (in Chapter 3). The socio-economic analysis
described how the region has clear strengths and opportunities on which it can build
— such as its achievement of the Lisbon employment rate goal— while recognising a
range of significant weaknesses and challenges — deriving from low productivity,
high rates of worklessness (particularly among certain groups and in certain areas)
and a range of skills deficiencies. Seven challenges have been identified:

Reducing the acute levels of worklessness in certain groups and areas.
Improving employment rates in those groups facing multiple barriers.

Increasing the ability of the low-waged and low-skilled to remain in, and
progress through the labour market to achieve financial security.

4, Tackling gender representation in key occupations and sectors of under-
represented groups.

Increasing the skills of entrepreneurs and new managers

6. Providing social enterprise managers and workers with greater skills to
sustain their organisations.

7. Increasing lifelong learning participation rates among the most disadvantaged
groups.

Structural Funds in the Competitiveness Programme are limited. The EU resources
in the ESF programme are €269.921 million for 2007-13, resulting in a total
programme value of €598.526 million. In light of current developments in the EU, the
funding may be the last substantial funding of this scale for the region, and so it is
essential that the Programme aims to deliver lasting legacies to the region that will
extend beyond the programming period. Consequently, the strategy for the ESF
Programme for the Lowlands & Uplands Scotland area is set by its overall vision:

to contribute towards sustainable growth in the size and skills of the
Scottish workforce in line with the Lisbon Jobs and Growth Agenda, in a
climate which offers equality of opportunities to individuals to achieve
their full potential.

The Programme does not operate in isolation, but as Section 3.1 stressed, Structural
Funds are intended to complement key domestic policies, particularly the Workforce
Plus (Employability Framework), Closing the Opportunity Gap, the NEET Strategy,
Smart Successful Scotland and the Scottish Lifelong Learning Strategy. Sustainable
development, social inclusion and equal opportunities will remain key themes within
all ESF activities: how this will take place is described in detail in Chapter 8.
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The Programme will make its principal contributions by:

. acting as a lever to encourage domestic resources to focus on the key
development challenges outlined in the socio-economic analysis through its
role as a match-funder;

. encouraging partnership working to support beneficiaries on their pathway as
they move closer to labour market participation;

. supporting beneficiaries and employers at the critical period of entry into
employment or education;

. progressing supported beneficiaries into more sustainable, productive
employment;

. increasing the skills level of supported beneficiaries; and

. increasing access to lifelong learning among targeted groups so that they are

able to take responsibility for their future progress, reducing the inequalities
between the least advantaged and the rest of society .

If current trends continue, a stable or reducing working-age population sustaining a
larger elderly population in the region will not be possible. Although people will live
longer overall, many will do so in poor health, and in relative poverty depending on
the area in which they live, and their work experience. For individuals born into poor
households, the gap with the most affluent households in Scotland could widen even
further in terms of health, behaviour and employment outcomes unless the Scottish
Executive, UK Government, EU programmes and individual attitudes work together
to alter the current trends.

Better skills help improve individual life chances, increase the flexibility of the labour
force and increases the economy’s competitiveness. Scotland has to embrace the
knowledge economy and the reality of continual learning if it is to compete in the
global marketplace. What cannot be accepted is the opportunity gap between those
who achieve their full potential and those who do not; the skills gap between those in
work and those who are not; and the productivity gap between Scotland and the
leading economies of the world. Bridging these gaps is vital if Scottish enterprises
are to grow and become more globally competitive, and if this Programme is to help
the people of Scotland to help themselves in the future.

The Programme cannot support all activities that can contribute to the above vision,
but will concentrate support on those areas where additionality and added value can
be clearly demonstrated, in line with identified regional priorities. The strategic vision
of the Programme operates through three sets of interlocking Objectives, which are
described in the following section. The Chapter also contains: detailed priority
descriptions, including the use of technical assistance; and the categorisation of
assistance for the purpose of Lisbon ‘earmarking’.
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4.2  Programme Objectives

The strategic vision of the ESF Programme operates through three sets of
Objectives, addressing market failures in the following areas:

1. Progressing into Employment
2. Progressing through Employment
3. Improving access to Lifelong Learning

Objective 1: Progressing into employment

Increasing the size of the workforce is important if Scotland is to contribute to the
Lisbon Jobs and Growth Agenda. As the socio-economic background highlighted,
trends in Scotland’s population have emphasised the importance of ensuring that
there is a large enough labour force to drive Scotland’s economic growth. This not
only means joining up the various supports already available for individuals who face
multiple barriers to entering the workforce, but also ensuring that they gain the skills
on the way to ensure that they can remain in sustainable employment in the future.
At the same time, it also means that employers need to be encouraged to give equal
opportunities to individuals drawn from these disadvantaged groups.

Sustainability is crucial — the aim is not only to make sure that beneficiaries are
prepared to get jobs, but that they also acquire the skills and motivation to progress
in long-term employment. UK policy delivered by Jobcentre Plus concentrates on
those individuals who are unemployed, but close to ‘job ready’, or those who wish to
enter or return to the job market, and can do so with some help. The UK fiscal policy
works to provide a stable environment and offer incentives to individuals to ensure
that they are better off working than on benefits. The Scottish strategies in this area
address physical, social and economic barriers to work, as well as making the
connections with global markets to allow employers to grow their enterprises and
expand their workforce.

Consequently, the Objective has been set as follows:

to assist the co-ordinated progress of unemployed and inactive people
of all ages towards sustainable employment.

Structural Funds Value Added

As can be seen from Chapter 3, domestic funding to support social inclusion and
employability challenges is significant within Scotland. The total estimated figure of
the annual funding for employability services mainly based on the 2004-05 financial
year is £421 million, though this excludes welfare benefits, or housing benefits, paid
to eligible people. It also excludes substantial funding for lifelong learning, as
indicated under Objective 3, where it is difficult to separate out the specific activities
which fully support employability, for example the work in colleges. In addition, it is
not possible to quantify some other funding streams, such as that provided by the
voluntary sector.
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The main streams in this annual sum include:

. Jobcentre Plus, through the New Deal, Pathways to Work and other
programmes and support (E169 million);

. the Scottish Executive through a large number of programmes, such as Cities
Growth Fund, Homelessness, Adult Literacy and Numeracy, Working
Families, Individual Learning Account Scotland, Healthy Working Lives, Lone
Parent Mentoring, Full Employment Areas Initiative, Criminal Justice Social
Work Services, LEAD Scotland, NEET Funding and Scottish Skills Fund (£83
million);

. the Enterprise Networks, and Careers Scotland through Get Ready for Work,
Training for Work and guidance services (£51 million);

. Local Authorities, as increasingly important providers of employability services
from their core funds (£20 million); and

. Communities Scotland, through the Communities Regeneration Fund
(approximately £16 million).

Given the limited resources available in this Programme, it is crucial that within this
Objective, funds target those groups where they will make a particularly significant
difference, notably those facing multiple or acute barriers or discrimination who are
not already well supported through other existing initiatives. It also needs to address
the special problems associated with Scotland’s high proportion of workless, who are
typically concentrated in particular urban locations which tend to reinforce the factors
that result in exclusion from the labour market with the inevitable economic and
social consequences.

Moreover, the evidence is that more traditional ‘training’ activities for jobless people
are well-resourced — but initial engagement and aftercare once in employment are
under-resourced, particularly for those groups which are further away from entering
the labour market. Consequently, more resources could be devoted to:

. initial positive activity to help workless individuals and more vulnerable
groups, who often require more customised and intensive support; and

. aftercare and support for employee and employer to help sustain employment
once individuals enter the labour market.

While these are often presented as labour ‘supply’ interventions, resources and
support also needs to go to the labour ‘demand’ side as well, particularly to changing
employer attitudes to hiring individuals in disadvantaged groups and to in-work
support services.

Funding will go towards significant projects aimed at building capacity at local level
to meet the challenges set out in the policies to address NEET and economic
inactivity. Such projects will build capacity around those beneficiaries facing multiple
barriers including those with health and mental health barriers often related to
addictions, those with learning disabilities, and the over-50s. This capacity-building
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approach will ensure that projects are not short-term interventions for a small
number of participants, but rather that they are sustainable in the longer term.

Resources for tackling these issues are provided across the region, but the
Programme can have a particularly added-value effect by targeting its limited
resources on specific areas. Further, the role foreseen for the Community Planning
Partnerships described in Chapter 6 shows the value of the Funds in encouraging
partnership working at local level and an integrated action-plan approach to tackling
social exclusion issues.

As can be seen from the list above, the key match-funders supporting activity
through this Objective would come principally from the Scottish Executive (though
funding provided under the Workforce Plus and NEET Strategies as well as through
the City Strategies), Jobcentre Plus, Department of Work and Pensions (DWP), the
Local Authorities, further/higher education, the Scottish Trades Union Congress,
and the voluntary sector.

It will encourage an innovative approach to funding in this Objective through:

. making new connections with the hardest-to-reach workless groups;

. combining activity under Priority 1 with complementary activity under Priority
3 of the ERDF Programme, as described in more detail in the priority
description;

. where appropriate, supporting linked bids with activity in projects to support

the workless when they get jobs as part of the scope of Priority 2's activity, as
described in more detail in the priority description; and

. encouraging partnership working, capacity building and integrated action
plans to address the issues here, as described in more detail in section 6.1.

Objective 2: Progressing through employment

Improving the quality of the Scottish skill base can contribute directly to the
productivity increases necessary to raise Scottish economic activity and employment
rates and enable Scotland to be integrated into rapidly growing global markets. This
objective has several dimensions. Chapter 2 analysed the trends in skKill
requirements against those which were available in the workforce. Higher skills
levels are linked to higher employment rates across Europe. This has meant that the
issue of education and levels of qualifications is an important one for Scotland.
Similarly the rise in the perceived importance of soft skills means that assurance is
needed that young people and other workers are being equipped with the right skills.
Again, it means that the additional European funding should be concentrated where
it can make a significant difference outside the mainstream education and skills
funding streams.

This will mean firstly concentrating on those sections of the workforce that are most

vulnerable, particularly to those at risk of losing their jobs or dropping out of
employment — in other words, providing the skills necessary for sustainable
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employment. This would include ensuring low-skilled, low-paid workers have the
required skills to take advantage of opportunities for higher-quality, better-paid and
more sustainable employment. It also includes special support for groups facing
large scale redundancy, or whose skills need upgraded or renewed, or those who
acquire a disability.

Secondly, European funding would also tackle the need to target the skills of
particular groups within the labour market. The need to reduce the gender gap in
participation and incomes remains an important issue for the LUPS region. Similarly,
support is needed where upgrading skills or learning new skills can contribute to
other economic development objectives co-ordinated with those under the ERDF
programme — such as financial management and enterprise training for new
entrepreneurs and managers.

Consequently, the Objective has been set as follows:

to improve the skills of the workforce to enhance employability,
productivity, adaptability, inclusion and entrepreneurial expertise

Structural Funds Value Added

Skills support is already extensive in the region. It is difficult to estimate fully the
scale of domestic support, but the principal provider in the region is Scottish
Enterprise’s annual skills-related budget of approximately £160 million, supporting
workforce training, vocational skills and career guidance and information. In addition,
the higher and further education institutions of the region are provided significant
funding for supporting training — the Scottish Funding Council has an annual budget
of approximately £1,650 million for the whole of Scotland.

In light of the significant difference in the scale of funding, EU support would have
most value added targeting particular skills issues which continue to present
significant challenges to the Scottish labour market. These challenges involve
addressing those groups which are on the borderline between employment and non-
employment and experience low pay and low skills. There is also a need to focus on
groups with special issues of participation and progression in the labour market,
such as women returners, those who have a health problem and those from ethnic
minority communities. Lastly, there is a significant role in supporting the key
challenges for enterprise development within the economy, again focusing on the
distinctive challenges facing entrepreneurs and new managers of SMEs.

The key match-funders supporting activity through this Objective are likely to be
Scottish Enterprise (in its skills training capacity), the higher and further education
sector, the Scottish Executive (again though funding provided under the Workforce
Plus and NEET Strategies), the Local Authorities, the Scottish Funding Council, the
Scottish Qualifications Authority, the Scottish Trades Union Congress, and the
voluntary and social enterprise sector.
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It will encourage an innovative approach to funding in this Objective through:

. fully complementing the work of Priority 1 in supporting groups which have
moved from inactivity into jobs by ensuring that they have a pathway open to
them to develop the skill sets needed for sustainable employment — where
appropriate, supporting linked bids for projects whose activity straddles both
Priority 1 and 2, as described in more detail in the priority description; and

. supporting holistic and integrated approaches to increasing under-
representation and more diversity in the workforce.

Objective 3: Improving access to lifelong learning

The knowledge, skills, competencies and other attributes acquired through learning,
contribute to economic activity. Accumulating knowledge and skills enables
individuals to improve their position in the labour market, increases productivity and
earnings, and collectively enhances the society in which they live. Underpinning the
efforts to increase the size and skills levels of the workforce is the lifelong learning
and training environment.

This Objective recognises that support for individuals must be made in parallel with
improvements to the systems that will enable them to access the training and
support needed to enter, stay and progress in the labour market. That not only
means enabling those within the lifelong learning and training sector to improve their
ability to reach out to all groups, but also allowing them to work collaboratively with
other agencies to invest in new methods, technologies and models for accessing
lifelong learning. The Objective also needs to be targeted on those groups and
enterprises for whom lifelong learning access is the greatest challenge. Lastly, it
needs to take full account of issues of geographical access — for example, in areas
of urban deprivation where there is no acknowledgement of the value of learning, or
in rural areas which often lack the same level of training and lifelong learning
provisions available in other areas, giving rise to opportunities for developing more
innovative approaches to distance learning.

Consequently, the Objective has been set as follows:

to widen access to post-school lifelong learning, particularly for key
client groups.

Structural Funds Value Added

Lifelong learning support is principally driven by the support going to the higher and
further education sector. As was noted above, the funding to the Scottish Funding
Council for the whole of Scotland amounts to some £1.65 billion each year.
However, for this Objective, the key match-funders supporting activity would not just
be the higher and further education and training sector, but the voluntary sector, the
Scottish Qualifications Authority, the Scottish University for Industry, the Scottish
Trades Union Congress, the Local Authorities and Scottish Enterprise as well.
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In light of the strength of domestic support, the value added of the Funds in this
priority is in explicitly supporting more innovative and pilot approaches to improving
access to lifelong learning, especially for the target groups lacking soft and basic
skills identified in Priority 1, low paid/low skilled workers from Priority 2, and the
SMEs needing to access new skills to develop their workforce and remain
competitive. Not only would it encourage new projects and ideas to address the
issues, but it would fund mainstreaming of pilot approaches that had worked and
capacity building. It would also encourage strong partnership between different
actors in lifelong learning, especially between policy-makers and delivery bodies, to
ensure that the good practice and lessons arising from the approaches tested here
are mainstreamed into domestic policy.

The innovative approach of this Objective should be clear from the priority
description, with its focus on pilot, innovative ways of addressing access to lifelong
learning. This Objective will be key to reducing the divide between those who benefit
from access to services which enable them to contribute to a growing economy, and
those who feel excluded and threatened by technology changes and globalisation.
Access to learning and advice can enable individuals to engage, develop new skills,
and make the most of their talents. By encouraging partnership working and linking
pilot activity to mainstreaming within the same project, the Objective has drawn
significant lessons from the EQUAL Community Initiative under the 2000-06 period,
which successfully encouraged partnership-based, ‘life-cycle’ projects in lifelong
learning, that tested new products/services/systems and fed the lessons of the
piloting directly to policy-makers to shape future domestic policy.

Relationship between Programme challenges and Objectives

The Objectives have been derived from the seven key Programme challenges set
out in the socio-economic analysis, as Figure 4 displays. Each Objective is
addressed in the Programme by a single priority, as described in the following
sections. Each of these priority sections contains: a rationale for and description of
activity; targeting; eligible activity; and indicators and targets. In addition, the
priorities will be informed by the three cross-cutting themes for the Programme —
equal opportunities, environmental sustainability and social inclusion — as set out in
Chapter 8.
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Figure 4: Programme challenges and Programme Objectives

PROGRAMME CHALLENGES OBJECTIVES

Employment and employability

1: Targeting particular groups and Objective 1:
areas

Progressing into

2: Helping those furthest from the Employment

labour market

Skills

3: Targeting low-waged/low-skilled

Objective 2:

4: Addressing under-representation Progressing through

5: Increasing skills for entrepreneurs Employment

and new managers

6: Improving skill sets in social
enternrises

Lifelong learning Objective 3:
Improving Access to

7: Targeting access for most
vulnerable groups

A 4

Lifelong Learning

The Programme is not anticipated to make use of the global grants instrument or the
possibility of ESF funding for specific support of inter-regional and transnational
cooperation (beyond what is set out in Section 7.5 below).

The following sections set out the descriptions for each of the individual priorities
derived from the three Programme Objectives above. Eligible activity is set out under
each as well as geographical targeting for Priority 1. In addition, a common eligibility
criteria will be applied across the Programme with respect to project size. A minimum
project threshold of an annual average of £200,000 in total eligible project costs will
be put in place. The threshold has been introduced to:

. support the development of most strategic, legacy projects for the Programme
with more significant impacts;

. encourage smaller, complementary projects to come together into more
strategic partnerships;

. minimise the financial and audit risk of funding small projects; and

. promote linkages between small, pilot actions and activities to mainstream

and disseminate their results.
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The threshold has been set to take account of the nature of the eligible activities in
the Programme and the financial and audit experience of the 2000-06 Programmes.

4.3  Priority 1: Progressing into Employment
Rationale and aim

There have been real achievements over the last ten years in helping people move
from welfare dependency into work. Employment rates in Scotland have risen to
historic highs, as the employment base has expanded — but there are still significant
challenges of economic inactivity, inequality and disadvantage in opportunities for
employment. Often this is particularly acute in the most deprived areas within the
Lowlands & Uplands area where the individuals marginalised from the labour market
are concentrated. For some of these more disadvantaged groups, and in some areas
of multiple deprivation, the gap has actually widened.

The issue of employability, or tackling inactivity, has emerged as Lowlands &
Uplands Scotland’s major challenge as registered unemployment has fallen.
Employers are now unable to fill vacancies from education leavers or by recruiting
from competitors, and this has exposed the scale and significance of those who are
on inactive benefits such as Income Support and Incapacity Benefit. Many of those
who are on these benefits would like to work if they were given the appropriate
support to help them overcome the barriers which prevent them making the transition
from inactivity to employment.

The challenge for Scotland in becoming more competitive is to help more of these
people take the opportunities available in a stable or growing economy for sustained
and well paid work, particularly those who have not traditionally been able to sustain
participation in the labour market. For most families, work is the best way out of
poverty: it increases independence from state benefits, encourages self-reliance and
builds confid