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Executive Summary

Context

This study was commissioned by The Office of the Deputy Prime Minister (ODPM),
The National Assembly for Wales, and The Scottish Executive in July 2004, and
provides an ex-post evaluation of the England, Scotland and Wales Objective 5b
Programmes (1994-1999).

The Framework Regulation of the Structural Funds for the period 1994-1999 defines
the aim of Objective 5b as the ‘promotion of rural development by facilitating the
development and structural adjustment of rural areas’. This designation was given to
rural areas throughout the European Union (EU) with below average levels of
economic development; employment dominated by the agricultural sector; and low
levels of agricultural incomes. The Objective 5b Programme provided additional funds
for a wide variety of activities with the aim of moving these regions towards a range
of targets. These included raising income per head, lowering unemployment,
increasing the number of jobs and businesses, and boosting wages.

Method

The study method of the ex-post evaluation was primarily based on desk-research,
including the assessment of all relevant Programme documents for each of the eleven
Programme regions in the UK, the financial analysis of Programme budgets and
expenditure, as well as the assessment of the Programmes’ physical performance on
the basis of Final Reports. The regional analyses were aggregated at country level

(as represented in the Appendixes), which in turn were aggregated at UK-level as
presented in the main body of the report.

It has been possible to identify a framework for the alignment of the various priorities
and measures under six key themes: Business Development; Tourism; Skills and
Training; Environment; Community Development; and Farm-related Development. All
Programme measures (finance and physical performance) were allocated against these
six key themes, following a code, which had already been applied in the Interim
Evaluation of the UK-Objective 5b Programmes.

Consultations with Government representatives were also undertaken, in order to
substantiate the findings from the desk-based research and to gather perceptions
relating to the Common Evaluation Questions.

A total of 10 projects were reviewed as case studies for the evaluation. The approach
of incorporating a case study exercise into the ex-post evaluation was taken in order
to seek examples of best practice and to inform the assessment of added value and
impact. The evaluators sought to identify a balance of projects from England, Scotland
and Wales, representing the three Funds, ideally of a sizeable funding volume, which
had been independently evaluated with an economic impact assessment.

Instead of repeatedly referring to the country-based Appendices (England, Scotland,
and Wales), it should be noted that further, regional-based information regarding all
sections discussed in all Chapters can be found in the appendices.
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Chapter 2

Chapter 2 starts with a general overview of the Objective 5b Programmes in the UK
and their anticipated and actual investment volumes. Following a brief discussion of
the Programme’s strategic aims and how the objectives were ‘translated’ into priority
and measure structures, the Chapter explores whether the Programmes managed to
fulfil the original strategic aims of the SPD, by assessing their strategic emphasis
against the actual expenditure as declared in Final Reports in 2004. Chapter 2 further
provides an analysis of the complementarity of the Programmes and highlights some
of the areas of cross-programme co-operation.

In 1994, six areas in England, four areas of Scotland and rural Wales were awarded
Objective 5b status. The Structural Funds allocation of 828 MECU (£616m) was
envisaged as contributing towards an overall investment value of 2,882 MECU
(£1,571m) over the eleven Programmes. On average, the Programmes allocated a ratio
of 66% ERDF, 17% ESF and 18% EAGGF.

At the UK level, expenditure targets of the original SPDs were met by 96%
(£1,489.7m), mainly due to England achieving expenditure levels well over its target.
Wales and Scotland achieved lower levels of expenditure, at 80% and 93% of their
respective targets.

In terms of actual expenditure, the UK utilised more than half (56%) of its European
resources for business support and tourism development activities. Measures targeted
at the environment and community-based approaches spent slightly more in
proportion to the overall budget than expected, and measures addressing agricultural
diversification spent slightly less in England and Scotland.!

The Ex-Post Evaluation established that the priority and measure structure of the
Programmes related strategically well to the SPDs, which was further confirmed by
project activity which also supported well the strategic aims and objectives of the
Programmes. Furthermore, the analysis of actual expenditure showed that strategic
emphases given to key themes of the Programme were well confirmed.

The SPDs identified a range of complementary opportunities in terms of linkages with
other mainstream European Programmes and Community Initiatives such as Leader II,
SME, PESCA, Retex II and Konver, as well as with domestic rural and economic
development programmes. Although close strategic linkages were established with
LEADER 1I in all regions and Rural Development Programmes in Scotland, at times, it
was difficult to manage complementarity between Programmes, and linkages to
domestic programmes were seen as not fully developed during this Programming
period. Also, few internal linkages between Funds and between sub-regions of large
Programme areas were reported.

1 Note that some of the allocations and spend connected to agricultural diversification might well have been
included in tourism measures, particularly in connection with farm tourism.
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Chapter 3

Chapter 3 provides an overview of the Programmes’ management structures, including
Programme delivery and partnership involvement as presented in the Annual and
Final Reports, as well as in the Interim Evaluations. We have further included the
findings of consultations with Government representatives. Chapter 3 also looks at the
extent to which Technical Assistance budgets were utilised in the support of
Programme delivery and management.

The Programmes were managed under the then Scottish Office, Welsh Office, and in
England, by the newly created Government Regional Offices (GRO). However, central
government departments (MAFF, DfEE and DETR and their successors) maintained
separate overall responsibility for each Fund. The separate management systems and
the lack of integration between the Funds presented a barrier to the efficient delivery
of the Programmes and caused delays in the approval process and payment
procedures. While most Secretariats were based within regional government, Dumfries
& Galloway established an independent PME, while Wales also created a (short-lived)
arms-length company, WEPE, to manage its Structural Funds within this Programming
period.

All Programmes established a PMC and Working Groups/Advisory Groups involving
the wider Programme partnership, with some regions also developing local delivery
bodies. The partnership model was one of the most important benefits of Objective
Sb, bringing together organisations that had not worked together before.

The technical assistance measures spent £5.8m, under the anticipated volume but
increased slightly in proportion to the overall Programme expenditure. Wales spent
higher than anticipated, the majority (88%) being utilized for Programme
administration. England and Scotland both spent less than anticipated, partly due to
difficulties in generating match-funding for technical assistance initiatives. Many
regions found the use of resources to fund facilitators and working groups to promote
the programme was worthwhile, while others funded studies to improve delivery.

The closing of the Programme was made difficult by the dissolution of Programme
Secretariats in early 2000, thus breaking the continuity of Programme management
and potentially prolonging the closure procedures, including monitoring of project
outcomes and reporting on overall Programme achievements.

CHAPTER 4

Chapter 4 presents the financial analysis. It starts with the discussion of the
Programmes’ overall budget structure, as envisaged and approved in the original SPDs
in 1994, and is followed by the analysis of budget changes undertaken in early 1999.
The Chapter then proceeds with the assessment of actual Programme expenditure by
analysing the overall investment volume, European Structural Fund spend, as well as
the achieved national and private sector contributions. The Chapter further presents
an assessment of applied intervention rates at a country level.

The Objective 5b Programme in the UK was very successful in attracting private
sector resources to match-fund project activity, helping the overall Programme to
achieve 96% spend against overall budget targets at UK level (1999), and achieving a
total investment volume of £1,489.7m.
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Domestic/public sector contributions were also high and met 96% of their anticipated
expenditure target.

In terms of European Structural Fund expenditure, the UK spent £511.6m representing
83% of allocated budgets. ERDF achieved 86%, EAGGF 81% and ESF 72% of their
respective budget allocations across the UK.

Contrary to expectations, the composition of actual expenditure at UK level was that
European funding constituted only one-third (34%) of the Programme’s expenditure,
public sector funding formed only 46%, and private sector sources made up 20% of
overall Programme expenditure (instead of 10% as expected in the original budget
structure).

The expenditure profile of the Programme, therefore, suggests that intervention rates
of actual expenditure were relatively low with an average of 31% for EAGGF, 34% for
ERDF, and 39% for ESF, thereby confirming, the commitment of regions to apply
European Structural Fund expenditure as a gap-funding mechanism.

CHAPTER 5

Chapter 5 presents the strategic aims of the Objective 5b Programmes in the UK
according to six key themes. The Common Evaluation Questions? are incorporated
throughout the themes, as appropriate.

Business Support: Business support was the most dominant priority theme in every
English, Scottish, and Welsh Objective 5b region, sometimes commanding up to 50%
of a region’s entire Programme budget. At a UK level, one third of all EU-resources
were spent on projects (capital and revenue) targeted at business development.
England and Wales were very successful in attracting private sector contributions to
business support projects. Most of the performance targets, including ‘jobs created’
and ‘businesses assisted” were exceeded. However, the likelihood that reported
performance achievements were over-reported and interpreted in a very flexible
manner was high, which reduced the reliability of reported outcomes.

Farm Diversification: In comparison to other Programme themes, budget allocations
of EAGGF and ERDF resources for agricultural activities were usually small. Popular
measure titles included development of agricultural diversification, farm/agri-tourism,
agricultural business support, as well as forestry and woodland development.
However, EU-expenditure was relatively low, with agriculture being the theme
spending the least EU-resources in the UK.

Tourism: In the UK, tourism initiatives commanded one-fifth of all EU-resources. In
the majority of SPDs, the tourism industry was identified as a platform for further
regional development, particularly in connection with ambitions to utilise the
environmental beauty and remoteness of rural areas for the economic benefit of its
communities. Performance targets with regard to improving tourism information and

2 A set of questions which the European Commission required to be incorporated in all ex-post evaluations across
Europe, in order to facilitate transnational analysis. The individual Common Evaluation Questions are included in
the questionnaire used for Government Office consultations and presented in Appendix E.
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visitor centres, as well as marketing assistance provided to SME, and jobs created,
were exceeded dramatically in England and Scotland, indicating that project
achievements might have been over-reported or performance indicators
interpreted widely.

Training: In most UK regions, training and skills development occupied the third
most important investment area of the Objective 5b Programme. Programme structures
varied in how they accommodated training measures, either in the form of separate
priorities, or through a more integrated manner via measures. 15% of the overall
EU-expenditure in the UK was spent on a wide range of training initiatives, including
business skills development, tourism training, environmental management training,
and agricultural skills. Private sector contributions to training projects exceeded
budget expectations. The range and quality of performance data was limited, with
‘number of beneficiaries’ being the only indicator reported by all but one region in
the UK.

Environmental Works: All UK Objective 5b Programmes addressed the environmental
situation and development objectives in their respective SPD. Programme
documentation also showed that management procedures, such as project selection
criteria and appraisal procedures included the assessment of environmental impact of
projects to some degree. Similar to training, environmental activity was partly
addressed through vertical priorities and measures, partly through a horizontal
approach. Only when addressed in a vertical manner, performance indicators were
identified. Funded through ERDF and EAGGF resources, the environment was one of
the three lowest funded themes of the Programme throughout the UK.

Rural Communities: Rural community-based project activities in the UK spent 10% of
all EU-resources in the UK, therefore, rural communities was one of the smallest
spending themes. However, most regions spent more EU-resources on community
projects than intended in their original budget allocations. The range of performance
indicators available was wide, but pre-dominantly activity-oriented in most
Programmes. This allowed a reasonable insight into what particular activities the
Programmes pursued, but makes aggregation of country and UK-wide results difficult.

Chapter 6

Chapter 6 presents the analysis of ten case studies, which are appended to this report.
Objective 5b was many projects’ first experience of Structural Funds project
implementation; many projects cited lessons in project management in terms of
forming management groups, setting realistic targets and monitoring activity, and
ensuring compliance. There were a number of good examples of successful
implementation of European principles such as partnership working, environmental
sustainability, project integration and complementarity.

The bottom-up approach taken by many projects, ensuring community involvement in
project development, management and ongoing consultation during implementation
was encouraging, and ensured buy-in and capacity building which should have
enhanced longer-term impacts.

Due to limitations in the information gathered by projects, however, it is not possible
to develop a clear picture from the project sample of final outcomes and impacts.
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Chapter 7

Chapter 7 utilises the findings from the analysis of Programme outcomes and presents
an assessment of the Programmes’ value for money. A benchmarking exercise with
the findings of the LEADER II Ex Post Evaluation and the calculation of net impact for
England, Scotland and Wales provides further insight into the Programme’s actual
achievements. Whilst the assessment of gross and net benefits are based solely on
performance monitoring data as presented in the Final Reports, Chapter 7 also
presents the findings from consultations with Government representatives to further
inform the conclusions of this study.

The assessment of Programme efficiency and net impact is made difficult by the low
level of sophistication in project monitoring during that period. There were issues
with poorly defined or missing indicators, lack of guidance to project managers on
measuring performance, and lack of control over reported achievements by
Programme management. This resulted in apparent over-reporting or non-reporting of
activities and outcomes at Programme level.

The benchmarking exercise with the LEADER II ex-post evaluation was also
problematic. Similarly, LEADER II performance indicators were largely based on
recording activity as opposed to results and project impacts, and the large variety of
activities recorded in LEADER II did not lend itself to aggregation to a national level,
furthermore, only half of all English regions reported outcomes, and Scotland was not
included in the LEADER II evaluation.

Albeit that the calculations must be read with caution given the above mentioned
issues, the estimated net impact of the Objective 5b Programme in the UK was 64,271
jobs (including the creation of 45,317 jobs in England, 10,311 jobs in Scotland, and
8,643 jobs in Wales). Each net job created required a total of £23,178 investment, or
£7,960 of European Structural Fund expenditure.

The overall impact of the Programme was considered by consultees to be strong in
terms of developing partnerships, management capacities, and awareness of themes
such as environmental sustainability. However, Objective 5b had a relatively small and
pre-dominantly local impact and in terms of sustainability, Programme impact and
changes to the socio-economic situation of eligible regions are probably only
detectable at a micro/project level.

Chapter 8

Chapter 8 presents the overall conclusions of the study, including recommendations
and lessons learnt.

In summary the following achievements were made:

e At UK-level the Objective 5b Programme achieved 95% of its overall investment
target;

e The Programme achieved high levels of private and public sector contributions,
and achieved over 80% of each of its European Structural Fund budget targets at
UK-level,
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e The Programme applied relatively low intervention rates in each fund;

e There was good strategic consistency of key Programme themes and budget
emphases;

e The Programme constituted a major learning experience for implementing
European Programmes;

e Sustainable impact was achieved with regard to building regional partnerships
with inclusive management structures;

e There was a high commitment to make the Programme work, including the use of
technical assistant budgets for facilitation and targeted involvement of
stakeholders; and

e The Programme was perceived as successful in making an impact at local level.
A total of eleven recommendations have been outlined as follows:

1. Itis recommended to equip Programmes with a limited amount of
priorities and measures, to allow for more flexibility of measure budgets
and a wider range of project activity.

2. It is recommended that European Structural Fund integration is facilitated
through a clear and consistent priority and measure structure promoting
synergy between funds

3. It is recommended to design separate measures for capital and revenue
expenditure, in order to facilitate a clear distinction between two very
different types of initiative and to improve budget planning decisions.

4. It is recommended to provide suitable and coherent set of performance
indicator at Programme, priority and measure level. This should facilitate
the linking and aggregating of performance indicators between the various
levels, thereby establishing a logical flow of outcome achievements
representing Programme and priority level objectives.

5. Itis recommended to design a comprehensive set of performance
indicators at measure level, so that project activity, project intermediate
results and project impact can be recorded appropriately and in context to
each other.

6. Itis recommended to maintain Programme Secretariat functions beyond
the completion stage of a Programme to continue monitoring, payment
and reporting procedures appropriately, and to keep them adequately
staffed.

7. It is recommended to provide a comprehensive manual listing a
Programme’s set of meaningful performance indicators, including detailed
definitions and measurement requirements. Associated training events to
raise awareness and understanding amongst project managers and
Programme Secretariat Staff should also be considered.

11
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8. Itis recommended to provide appropriate mechanisms and procedures,
whereby complementary Programmes are linked and kept informed of
their strategic and project activities.

9. Itis recommended to ensure that expenditure assumptions made in
project applications are realistic estimates of required expenditure, and
that reported delays in spending and/or underspending are to be followed
up by project contact and, if required, assistance.

10. It is recommended to provide realistic targets of performance indicators at
Programme, priority and measure level as well as at project level. In
addition, Programmes should identify the assumptions made in setting
targets, in particular net impact targets, including unit costs.

11. It is recommended to commence Ex-Post Evaluations shortly after
Programme completion in order to consult with PMC and Programme
Secretariat members in a meaningful way and to conduct beneficiary
surveys with projects to verify reported project data. Evaluations could
then be dormant until Final Reports are produced to conduct a full
quantitative assessment of monitoring data.

12



Section 1: Introduction

1.1 Background

This study was commissioned by The Office of the Deputy Prime Minister (ODPM),
The National Assembly for Wales, The Scottish Executive, and the Department for
Environment, Food and Rural Affairs (DEFRA) in England, in July 2004, and provides
an ex-post evaluation of the England, Scotland and Wales Objective 5b Programmes
(1994-1999) (referred to as the “Programme” throughout). The requirement for the
Ex Post Evaluation in the 1994-99 regulations is represented by Article 26 of EU-
Regulation 2082/93.

The Framework Regulation of the Structural Funds for the period 1994-1999 defines
the aim of Objective 5b as the ‘promotion of rural development by facilitating the
development and structural adjustment of rural areas’.

This designation was given to rural areas throughout the European Union (EU) with
below average levels of economic development; employment dominated by the
agricultural sector; and low levels of agricultural incomes. The Objective 5b
Programme provided additional funds for a wide variety of activities with the aim of
moving these regions towards a range of targets. These included raising income per
head, lowering unemployment, increasing the number of jobs and businesses and
boosting wages.

Three Structural Funds operated in tandem within Objective 5b: the European
Regional Development Fund (ERDF) supporting infrastructure and business
development activities, the European Social Fund (ESF) for employment and training
measures, and the European Agricultural Guidance and Guarantee Fund (EAGGF)
supporting agricultural modernisation, farm tourism and environmental protection.

1.2 Overall study objectives

The aim of the ex-post evaluation was to draw lessons from the implementation of
the Programme by accounting for how Funds have been spent and managed,
assessing the effectiveness of the Programme in respect of the achievement of targets,
and determining the economic, social and other impacts of Programme activity on the
eligible areas.

The terms of reference outlined the key objectives of the evaluation as being to
assess the:

e Effectiveness of the Programmes as a whole, their priorities and measures, in
respect of their objectives and targets, and their value for money in relation to
their costs;

e Effectiveness of the management and policy approach to rural economic
development;

e Complementarity between the three Structural Funds (ERDF, ESF and EAGGF) and

between Objective 5b and other European and domestic rural programmes;

13
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e Accessibility and appropriateness of the processes involved in the implementation
of the Programme, and the management and effectiveness of monitoring systems.

e Extent to which the Programme has respected the principles of environmentally
sustainable development; and

e Overall net impact, economic and otherwise of the Programmes on their
respective regions.

1.3 Method

The study was conducted in six stages.

1.3.1 Stage 1: Inception

During this stage we:

e Agreed the detail of study approach, method and timescales, especially in light of
the guidance available from the EU and ODPM,;

e Commenced to gather relevant Programme documents;

e Conducted an initial analysis of Programme performance monitoring data and final
reports, as well as the ex-ante appraisals and mid-term evaluations, to identify
critical gaps and to inform the detailed design of the later stages of the study;

e Identified appropriate consultees and agreed interview topics and the inclusion of
the Common Evaluation Questions for those involved in the strategic management
of the Programmes;

e Designed the consultation and case study pro-formas; and
e Prepared the Inception Report.

At the Inception Meeting, it was agreed to apply a key to allocate the wide range of
Programme-specific measures to six main Programme themes, in order to manage the
aggregation of Programme data to country and UK-level. This key has already been
applied by PACEC for a DG VI study regarding the Synthesis of the Intermediate
Evaluations of Objective 5b Programmes (in the UK), in 1998. The applied key is
attached in Appendix G.

1.3.2 Stage 2: Desk Research

This stage involved a number of tasks of desk-based review and analysis of the
Programme information collected during Stage 1, including:

e Review of documentation for each Programme with respect to financial and
output performance monitoring data, incorporating:

e comparison of final outcomes and reported achievements versus original targets
and budgets
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e assessment of budgetary dynamics (eg. reasons for virements, delays in spending)

e assessment of value for money in relation to costs;

e Analysis of Mid-term Evaluations’ and Final Reports’ views on programme
implementation processes with regard to their contribution to overall Programme

objectives, incorporating the following:

e programme management structures, representation of regional stakeholders and
development of partnerships

e appraisal mechanisms, selection criteria and monitoring systems; and

e Review and analysis of strategic coherence at Programme level, and reflections on
this at Mid-Term and Final Report stages, including:

internal coherence of documents, fit of Priorities and Measures to identified
SOcCio-economic issues

complementarity between Funds

— achievement of linkages with other EU and domestic rural/economic
development programmes

integration of environmental sustainable development principles.

1.3.3 Consultation Programme

The consultation programme involved discussions with individuals closely associated
with the management of the Objective 5b Programmes in the UK, and with overall
strategic responsibilities for each of the three Funds in England, Scotland and Wales,
including the following organisations:

e Central Government Departments;
e The five relevant RGOs;

e Scottish Executive; and

e WEFO.

Main study issues experienced at the consultation stage included the difficulty in
contacting representatives who have long moved on from Objective 5b, and were, at
times, unavailable or not contactable in time for interview. Because of the time lag
between Programme implementation and Ex-Post Evaluation, most representatives
remembered general features and impacts well, but it was more difficult to ascertain
more detailed information, particularly relating to the European Common Evaluation
Questions.

15
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1.3.4 Interim Report

During Stage 4 an Interim Report was produced, providing feedback on the
evaluation’s progress, informing the Client on initial findings and providing
preliminary thoughts on the conclusions expected for each of the key study outputs.

This was presented to the Evaluation Steering Group on 12 October 2004.

1.3.5 Fieldwork

During this stage we used case study analysis to come to a more robust assessment of
the Objective 5b Programme’s value and impacts. The original intention was to find
one representative project per region and to achieve a balance between the three
Funds. However, it proved difficult to locate projects of a significant scale that had
been independently evaluated.

The final sample comprised 10 projects, six funded by ERDF, three by EAGGF and
one by ESF. The analysis was based on evaluation reports and followed up with a
telephone interview with the relevant project manager.

1.3.6 Synthesis and Reporting

This stage involved bringing together all elements of the study, i.e the findings of the
desk-based reviews, the consultations, and the case study work, into a final report
with recommendations.

With regard to the overall report structure, it had been agreed with the Client that the
evaluators prepare eleven regional evaluation reports, which were then aggregated at
country level (England, Scotland, Wales) and appended to the main body of the
Ex-Post Evaluation Report, which focuses on the UK-level of the analysis.

1.3.7 Study Method Issues

The evaluation encountered a number of study issues, which were primarily related to
the late conduct of the Ex-Post Evaluation at the one hand, and the approval issues
surrounding many Final Reports.

The assignment incorporated an extensive exercise in accessing relevant programme
documentation and data. Although most regional Government Offices responded
promptly and co-operated extensively in ascertaining relevant documents, it proofed
difficult to track a number of essential documents in a number of regions, which
contributed to a delay in study completion.

In addition, in most cases Government Office/Programme Secretariat personnel had
moved on and were difficult to track for strategic interviews. Similar difficulties
occurred with respect to identifying suitable case studies and their respective project
manager.

Furthermore, at the time of the evaluation many regions still worked on the
completion of their Final Programme Reports document, including queries of financial
and performance data. This delayed the evaluation considerably and required, at the
end, to include data, which were still unapproved.
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At the Inception Meeting, the Steering Group decided to base the financial analysis of
the Ex-Post Evaluation on the data as presented in the Final Reports, thereby
accepting each region’s approach to currency conversion, exchange rate changes over
the years, and inflationary adjustments. However, in many Final Reports, certain
financial data were presented exclusively in the currency of the euro (SPD, and Final
Budget figures), whilst declared expenditure was mostly presented in Pound Sterling
without conversion into euro. This situation required the Ex-Post Evaluation to apply
an average value for converting certain data as necessary into the one or the other
currency, in order to conduct certain aspects of the financial analysis. The application
of an average exchange rate varied as, it was based on each region’s approach to
currency conversion at Final Budget stage (1999). It is for this reason that certain
percentage figures in the quantitative analysis of the report vary by around 1% when
Pound Sterling tables are compared with tables presented in EURO (Appendix F).
Only in the case of ESF in Wales, the variation is slightly higher. Whilst the evaluation
team enquired about this aspect with Wales, no solution was found.

In terms of incorporating the European Common Evaluation Questions, regional
reports include their discussion and interviews with strategic programme managers
incorporated each question individually. However, it often proved difficult to answer
the Common Evaluation Questions due to the detailed nature of the questions and
missing relevant performance indicators in most programmes. The Common
Evaluation Questions are very much impact oriented, requiring performance
indicators, which need some sophistication and advanced project management skills
to gather and monitor, such as ‘Additional income generated’, ‘Increased investment
volume’, ‘Increase in productivity or efficiency levels within certain industries’, or
detailed information relating to soil quality, energy efficiency, etc. This level of detail
was seldom available in Programmes.

However, the information compiled under each Programme theme (Chapter 5) in this
report does provide a reasonable insight into relevant programme activity and can
usually demonstrate that the respective programmes and regions have had some
degree of impact in areas relating to the Common Evaluation Questions, even if the
impact itself was hard to measure and quantify with the information provided through
programme documentation and within the defined limits of this evaluation.
Beneficiary surveys would have been the main source from which such detailed
information could have been obtained. However, beneficiary surveys have not been
part of the agreed study method.

1.4 Structure of report

The remainder of this report is structured as follows:
e Chapter 2 introduces the Programmes’ strategic objectives, complementarity, as
well as priority and measure structures, and assesses to what extent the various

strategic emphases have been implemented,

e Chapter 3 reviews the Programme management structures and delivery
mechanisms including partnership involvement and technical assistance budgets;

e Chapter 4 analyses the financial effectiveness of the Programme, and discusses
Programme budgets and expenditure profiles according to funding sources;

17
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Chapter 5 considers the financial and physical outcomes of the Objective 5b
Programmes against six key strategic themes;

Chapter 6 presents the findings from ten case studies;

Chapter 7 discusses the value for money, unit costs, benchmarking and net
impact of Objective 5b; and

Chapter 8 provides the main conclusions and recommendations of the study.



Section 2: Programme strategies and complementarity

2.1 Introduction

Chapter 2 starts with a general overview of the Objective 5b Programmes in the UK
and their anticipated and actual investment volumes. Following a brief discussion of
the Programme’s strategic aims and how the objectives were ‘translated’ into priority
and measure structures, the Chapter explores whether the Programmes managed to
fulfil the original strategic aims of the SPD, by assessing their strategic emphasis
against the actual expenditure as declared in Final Reports in 2004.

Chapter 2 further provides an analysis of the complementarity of the Programmes and
highlights some of the areas of cross-programme co-operation.

Instead of repeatedly referring to the country-based Appendices (England, Scotland,

and Wales), it should be noted that further, regional-based information regarding all
sections discussed in this Chapter can be found in the appendices.

2.2 General programme overview and outcomes

In 1994, six areas in England, four areas of Scotland and rural Wales were awarded
Objective 5b status, with Structural Funds support totalling ECU 828 million:

e In England:

e South West (219 MECUS)

e The Northern Uplands (108 MECUS)

e FEast Anglia (60 MECUS)

e The Marches (40.56 MECUS)

e Lincolnshire (53.74 MECUS)

e The Midlands Uplands (12.2 MECUY);

e In Scotland:

e Dumfries and Galloway (47.6 MECUS)

e North and West Grampian (39.54 MECUS)
e Scottish Borders (30.42 MECUS)

e Rural Stirling/Upland Tayside (25.35 MECUS); and
e In Wales

e Rural Wales (184 MECUS).
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The Programmes covered an area of 67,596 square kilometres, and a population of
some 2.9 million. Eight of the 11 programme areas were new to Objective 5b, while
three others continued from the previous programming period, though with
significantly amended geographical boundaries.

The Programme closed to new applications on 31 December 1999, with final
spending of allocated funds due on 31 December 2001. Due to the impact of foot and
mouth disease, which caused restrictions and delays in the implementation of
projects, a number of areas were permitted to continue to spend their allocated funds
up to 30 June 2002. These were rural Wales, Scottish Borders, Dumfries and
Galloway, Northern Uplands, South West, and the Marches.

The Structural Funds allocation of 828 MECU (£616m) was envisaged as contributing
towards an overall investment value of 2,882 MECU (£1,545.5m) over the eleven
Programmes in the UK. The regions adjusted the ratio of Funds according to their
own priorities, however, on average the Funds were divided to a ratio of 66% ERDF,
17% ESF and 18% EAGGEF.

Table UK 2.1 provides an overview of the relative geographic size of the UK
Objective 5b countries, total anticipated expenditure (including European, public
sector, and private sector budgets), actual total spend and number of projects
supported.

Table UK 2.1: Overall geographic and financial characterships of the programmes

Eligible Area Area Population Pop. Density Anticipated Total % of Spend Per  No. Of
(In ha) (pop/ha) Overall Programme Spend (2002) Pop. (In £) Projects

Expenditure Actual against SPD Funded

in original Declared Total Budget

SPD (In £) Expenditure (1994/5)

(1994/5) in 2002

(In £)

England 3.1m 1,760,257 0.6 £899.0m £929.1m 103% £528 2,940
Scotland 2.2m 463,881 0.2 £293.9m £234.2m 80% £505 1,335
Rural Wales 1.4m 634,000 0.5 £352.6m £326.4m 93% £515 1,278
UK Total 6.782m 2,858,138 0.4 £1,545.5m £1,489.7m 96% £521 5,553

Geographically, England was the largest UK recipient of Objective 5b resources. The
eligible area of England incorporated 62% of the total Objective 5b area in the UK
and, with the highest population density, it was expected to achieve 58% (£899m) of
the overall investment volume by the end of the Programme. As will be shown in
more detail in the following sections, England exceeded its overall spending targets
(103%) and funded 2,940 projects worth £929m, representing £528 of investment

per person.

The share of actual investment volume per country (62% (£929m) England, 22%
(£326.4m) Wales, 16% (£234.2m) Scotland) was exactly the same as the distribution of
population between the three countries (62% England, 22% Wales, 16% Scotland).

At the UK level, expenditure targets of the original SPDs were met by 96%
(£1,489.7m), mainly due to England achieving expenditure levels well over its target.
Wales and Scotland achieved lower levels of expenditure, at 80% and 93% against
their respective targets.
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In total, 5,553 projects were supported through UK-Objective 5b, representing an
average expenditure of £521 per person residing in the eligible areas.

2.3 Strategic aims and results

Each of the UK Objective 5b regions produced its own Single Programme Document
(SPD) outlining strategic aims and objectives, priorities and measures as relevant to
the region’s circumstances and requirements.

Strategically, most regions addressed the generation of job opportunities, increase of
income and economic competitiveness, and the reduction of disparities between their
region and other European areas, as the main aims of their Programme. To provide a
focus on SME growth and development and the improvement of human, business,
and natural resources, was amongst the key interests of the UK regions. The larger
Programmes (usually equipped with more extensive vision statements) also addressed
specifically their interest in the environment (South West, Wales, Northern Uplands,
and East Anglia).

The SPDs incorporated a socio-economic analysis of each region, including the
identification of the areas’ perceived strengths, weaknesses and opportunities, on
which each built its individual Programme structure. However, it has been possible to
identify typical priorities and measures focusing on six key themes>:

e Theme 1: Business Development and Diversification

Including Programme measures such as:

Developing sites and premises, access, transport services and reclamation;

Support for existing and start-up businesses;

Encouraging inward investment; and

Initiatives to promote awareness and take up.

e Theme 2: Tourism and Related Activities:

Including Programme measures such as:

Development, improvement and marketing of tourism;

Improvement of heritage, recreational and cultural attractions; and

— Development of natural environmental resources.

3 The six themes were agreed with the Evaluation Steering Group. They are also relating to the PACEC studly
Synthesis of the Intermediate Evaluations of Objective 5b Programmes, 1998.
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e Theme 3: Skill Development and Training:
— Including Programme measures such as:
— Training to meet the needs of SMEs and improve business competitiveness;
— Skills training and retraining of the local workforce;
— Training for environmental management;
— Skills development in tourism and related industries; and

— Training in farm diversification skills.

e Theme 4: Environmental Works:

Including Programme measures such as:

Environmental improvements;

Conservation and protection of the environment;

Energy; and

Environmental development.

e Theme 5: Local Communities and Countryside:

— Including Programme measures such as:

Actions within local communities to assist economic development and viability;

Developing the potential of the countryside; and

Community Development resources.

e Theme 6: Farm Related Development:
— Including Programme measures such as:
— Agricultural facilitation; and

— Farm diversification, development and care of the agricultural environment.

How these themes were represented as priorities or measures did vary considerably.
Wales and the Scottish Programmes limited the number of priorities to three, with the
number of measures varying between eight and thirteen. The English Programmes
were more expansive in identifying between four and five priorities (with the
exception of Midlands Uplands with only two priorities) and incorporating up to

30 measures.

In cases, Programmes addressed training and skills development in a vertical and a
horizontal manner, whereby a dedicated priority was extended by measures under
each of the Programme’s ‘non-training’ priorities. In other Programmes, training and
physical development action did not have a priority, but featured as a measure under
each priority. This structure represented a positive approach to integrating project
activity of the three Funds, to facilitate project linkage and synergy.
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Some Programmes designed a large number of measures, in order to increase the
focus of their activities, such as East Anglia (30 measures), or originally Lincolnshire
(presenting seven priorities), but this often impacted negatively on Programme
management and the overall flexibility of Funds, and made the promotion of
Programmes difficult, according to the findings of Interim Evaluations and ex-post
consultations.

The chosen Programme structure usually reflected the socio-economic needs analysis
well and, in many cases, coherence between strategic aims and objectives was
established and well argued. The chosen priorities and measures also related well to
the identified weaknesses and development opportunities of regions.

Table UK 2.2 and Graphs UK2.1a,b and c show the difference between the
proportionate weight of each key theme in terms of its originally allocated and
actually spent EU-resources. This helps to assess if and how individual themes have
increased or decreased in importance and relevance to a region’s needs as expressed
in their up-take of Objective 5b resources.

Table UK 2.2: Proportionate share of the Original (1995) and Actual (2002)
EU Expenditure in each country by Key Objective 5B theme

Key Theme England Scotland Wales
1995 2002 1995 2002 1995

Business Support 32% 33% 50% 42% 36% 34% 36% 35%
Tourism 19% 21% 15% 19% 23% 24% 19% 21%
Skills Development 16% 14% 16% 16% 16% 16% 16% 15%
Environment 11% 1% 7% 11% 5% 4% 9% 9%
Rural Communities 10% 11% 3% 6% 8% 9% 9% 10%
Agriculture 10% 9% 8% 5% 11% 12% 10% 9%
Technical Assistance 2% 1% 1% 1% 1% 2% 1% 1%
Total 100%  100% 100% 100% 100% 100% 100%  100%

Graph UK 2.1a: % of EU Spend by Key Theme in England
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Graph UK 2.1b: % of EU Spend by Key Theme in Scotland
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Table UK 2.2 shows that the strategic emphasis of the six key themes (and Technical
Assistance) was very similar in all three UK-countries. All placed the main Programme
emphasis of their SPDs on business support and tourism, with both themes
commanding well over half of each country’s European resources (England 54%,
Scotland 61%, and Wales 59%).
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Another consistent theme across countries and budgets was ‘skills development and
training’, representing 16% of Programme EU-resources at the beginning of Objective
Sb and at completion stage (the only exception is England where minor changes
reduced its share of spent resources to 14%).

The other three themes, ‘environment’, ‘rural communities’, and ‘agricultural
diversification’ shared the remaining third of resources relatively evenly in England,
but with slight changes in strategic emphasis in Scotland where environmental
measures received a stronger emphasis (11%), and in Wales, which emphasised
agricultural diversification more strongly (12%).

In the original SPD budget allocations and at a country-level, it becomes apparent that
England distributed its European funding allocations more evenly than Scotland and
Wales, with allocations ranging between 10% and 32% of the overall Programme
budget between themes. In Scotland, the range is much wider signifying a more
targeted approach, ranging from 3% (rural communities) to 50% (business support).
However, actual expenditure evened out this disparity, reducing the emphasis on
business support to 42% and increasing the relative importance of community-based
activities to 6%.

Overall, Objective 5b spending largely confirmed the strategic emphasis which themes
received in the SPD and via the original budget allocations in 1995. Only relatively
minor changes occurred, yet with great consistency amongst the three UK-regions.
These include:

e A reduced emphasis given to business support measures;
e An increased emphasis on tourism measures;

e An increased emphasis on measures relating to rural communities/community-
based approaches; and

e A slight reduction in emphasis on measures dealing with agricultural
diversification (except in Wales, where there was a slight increase).

In summary, Objective 5b actual expenditure in the UK utilised more than half (56%)
of its European resources for business support and tourism development activities.
Measures targeted at the environment and community-based approaches spent slightly
more in proportion to the overall budget than expected, and measures addressing
agricultural diversification spent slightly less in England and Scotland.*

Table UK 2.3 and Graph UK2.2 show in more detail the actual expenditure profile
of each UK-country by strategic theme in &s and their respective percentages of
overall Programme European expenditure.

4 Note that some of the allocations and spend connected to agricultural diversification might well have been
included in tourism measures, particularly in connection with farm tourism.
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Table UK 2.3: Programme priorities according to key strategic themes, by
EU-spend in % of overall EU-programme spend per programme (in £)

ENGLAND SCOTLAND WALES UK TOTAL
EU-Spend £101,003,384 £38,443,672 £39,147,724 £178,594,780
- in 9 - i
EU-Spend in % of EU-Spend in each 339% 42% 349% 35%

respective Programme

EU-Spend £65,030,206 £16,847,776 £26,958,081 £108,836,064
- in 9 - i

EU Spepd in % of EU-Spend in each 21% 19% 249% 21%

respective Programme

EU-Spend £28,586,894 £4,148,371 £13,505,387 £46,240,653
EU-Spend in % of EU-Spend in each
respective Programme

9% 5% 12% 9%

EU-Spend £42,236,558 £14,947,953 £17,918,900 £75,103,411
- in 9 - i

EU Spepd in % of EU-Spend in each 149% 16% 16% 15%

respective Programme

EU-Spend £33,817,097 £10,252,075 £4,027,093 £48,096,265
- in 9 - i

EU Spepd in % of EU-Spend in each 1% 1% 4% 9%

respective Programme

EU-Spend £33,048,098 £5,710,191 £10,201,308 £48,959,597
- in 9 - i

EU Spe:nd in % of EU-Spend in each 1% 6% 9% 10%

respective Programme

EU-Spend £2,978,257 £628,056 £2,170,199 £5,776,512
- in 9 - i

EU Spqnd in % of EU-Spend in each 19 19 59, 1%

respective Programme

EU-Spend £306,700,496 £90,978,094 £113,928,692 £511,607,283
Project Number 2,940 1,335 1,278 5,553
Average Project EU volume £104,320 £68,148 £89,146 £92,132

Graph UK 2.2: Actual EU-Expenditure against Key Themes, UK
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2.4 Complementarity to other programmes

The SPDs identified a range of complementary opportunities in terms of linkages with
other mainstream European Programmes and Community Initiatives such as Leader II,
SME, PESCA, Retex II and Konver, as well as with domestic rural and economic
development programmes. For example, in England popular linkages were pursued
through the Single Regeneration Budget, Rural Development Funds, Business Links
and TECs, and SMART and SPUR Programmes.

Table UK 2.4 details the complementarity of the Objective Sb Programme with other
EU Programmes, Community Initiatives and domestic Programmes as it was identified
in the various Programme documents, by presenting the number of Programmes, that
identified the use of other programmes in their SPDs. For instance, EIB loans were
available anywhere in the UK but not all areas mentioned them explicitly in their
Programme documentation.

Table UK 2.4: Programme complementarity as ststed in final reports

ENGLAND SCOTLAND WALES UK TOTAL

ADAPT 1 Al 1 6
EMPLOYMENT 1 All 1 6
LEADER I All All 1 Al
PESCA 5 Al 1 10
RETEX 2 Al 1 7
SME 5 All 1 10
RECHAR I 1 1

KONVER I 2 3
INTERREG |I 1

EIB 3 3
Objective 2 3

Objective 3 2 1

Objective 4 3 1

Objective 5a 2 1

Welsh Capital Challenge 1

SMART and SPUR 1 2 1 4
Rural Development Programme Al 4
(launched in 1995)

SRB 3 3
Rural Challenge Programme 3 3

SPDs argued that the Community Initiatives, listed above, added value to mainstream
structural funds both through process and content, and were found to be a valuable
resource of innovative ideas and means for targeting more marginalised groups. All
eleven areas used the LEADER II Programme, with ten involved in PESCA and ten in
SME. Consultations with Government representatives confirmed that there was
evidence of synergy between LEADER II and Objective 5b.

Some management groups (eg. the Technical Group in Rural Wales) combined
discussions of Community Initiatives and Objective 5b within meetings, thus ensuring
an ongoing overview of project development and progress was achieved.

In Scotland Objective 5b worked closely with the domestic Rural Development/
Diversification Programme, which was launched in 1997 and provided match funding
for EAGGF projects.
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Although the other European Objective 2, 3, 4 and 5a Programmes were extensively
available throughout the UK, the use of the Programmes and their complementarity
with the Objective 5b Programme was more explicit in the available reports for
English regions and for Wales, but was less apparent in the documents for the
Scottish regions.

In some regions, such as The Marches, considerable efforts were made to improve the
co-ordination between Objective 5b and the Rural Development Areas in the region,
to increase the activities and impact of both programmes. This was regarded as a
successful approach particularly in light of the need to develop more EAGGF
applications.

Although close strategic linkages were established at times, findings of the
consultations with GOR representatives highlighted that it was difficult to manage
complementarity between Programmes and linkages to domestic programmes were
seen as not fully developed at that stage so that they could work together in a
strategic manner. As it was already an internal Programme issue with the three Funds
being managed by three different Government bodies, particular care was required to
avoid project promoters submitting applications to more than just one European
Programme. This was, at times, particularly acute in business development where
better integration with existing programmes would have been beneficial.

It, therefore, helped to some degree when the main partnership bodies of the various
Programmes were chaired by the same organisation, such as in the case of Northern
Uplands, The Marches, or in Scotland. In the latter cases, where the Scottish Office/GOR
chaired PMCs of European, Community Initiatives, and domestic Programmes such as
SME, and when key stakeholders were members of a number of PMCs.

In terms of Programme integration between different geographical areas and between
European Structural Funds, SPDs, PMC membership, as well as priorities and measure
structures were, theoretically, well equipped to accommodate an integrative approach.
However, in practice, few cross-regional projects (within the larger Programme areas,
such as Northern Uplands, which incorporated three Government Office regions), or
direct project linkages between ERDF, ESF and EAGGF projects were reported.

2.5 Summary

In 1994, six areas in England, four areas of Scotland and rural Wales were awarded
Objective 5b status. The Structural Funds allocation of 828 MECU (£616m) was
envisaged as contributing towards an overall investment value of 2,882 MECU
(£1,571m) over the eleven Programmes. On average the Funds were divided to a ratio
of 66.5% ERDF, 16.8% ESF and 17.7% EAGGTF.

At the UK level, 95% of original expenditure targets were met (£1,490.5m), due
mainly to England’s over-achievement. Wales and Scotland achieved lower levels, at
78% and 88% against their respective expenditure targets.

It has been possible to identify typical priorities and measures focusing on six key
themes: Business Development; Tourism; Skills and Training; Environment;
Community Development; and Farm-related Development.
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In terms of actual expenditure, the UK utilised more than half (56%) of its European
resources for business support and tourism development activities. Measures targeted
at the environment and community-based approaches spent slightly more in
proportion to the overall budget than expected, and measures addressing agricultural
diversification spent slightly less in England and Scotland.?

The SPDs identified a range of complementary opportunities in terms of linkages with
other mainstream European Programmes and Community Initiatives such as Leader II,
SME, PESCA, Retex II and Konver, as well as with domestic rural and economic
development programmes. Although close strategic linkages were established at times,
it was difficult to manage complementarity between Programmes and linkages to
domestic programmes were seen as not fully developed during this Programming
period. Also, few internal linkages between Funds and between sub-regions of large
Programme areas were reported.

5 Note that some of the allocations and spend connected to agricultural diversification might well have been
included in tourism measures, particularly in connection with farm tourism.
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Section 3: Programme management and delivery
structures

3.1 Introduction

Chapter 3 provides an overview of the Programmes’ management structures, including
Programme delivery and partnership involvement as presented in the Final and
Annual Reports, and Interim Evaluations of the individual Programmes. We have
further included the findings of consultations with Government representatives.
Chapter 3 also looks at the extent to which Technical Assistance budgets were utilised
in the support of Programme delivery and management.

Instead of repeatedly referring to the country-based Appendices (England, Scotland,
and Wales), it should be noted that further, regional-based information regarding all
sections discussed in this Chapter can be found in the appendices.

3.2 Programme delivery

The UK Programmes were managed under the authority of the then Scottish Office,
Welsh Office, and in England, by the newly created Government Regional Offices
(GRO). The GROs were established in 1993 to take responsibility for administering
domestic and European regional policies on behalf of central government
departments. However, GROs continued to be guided by the relevant HQ with overall
responsibility for each Structural Fund: the then Ministry for Agriculture (MAFF) for
EAGGF, the then Department for Education (DfEE) for ESF and the then Department
for Environment, Transport and the Regions (DETR) for ERDF.

Each Programme established a Programme Monitoring Committee, chaired by the
GRO or territorial department, comprising central Government, European
Commission, and other representatives such as local authorities, TEC/LECs,
environment agencies and the private sector.

Regional Working Groups processed applications and made funding recommendations
to the Programme Monitoring Committees (PMC), largely sharing the same members
and institutions.

Other local delivery arrangements were made, for example, in East Anglia, Local Area
Groups promoted the Programme in their area, developed projects and set up local
partnerships. One of the largest Programmes, Northern Uplands, established Local
Implementation Plans (LIPs) for the ERDF and ESF components of the Programme to
enable the Programme Secretariat and management groups to reflect local needs more
effectively.

Dumfries & Galloway was the only Scottish region to establish an independent
structure to administer Objective 5b funds in that area (Dumfries and Galloway
European Partnership — subsumed into the South of Scotland European Partnership at
the end of the 5b programme). The remaining Scottish programmes were managed
directly by the Scottish Office and, later, the Scottish Executive.
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In Wales, during this programming period, the Secretariat function for all Structural
Funds programmes was moved from the Welsh Office to an arms-length company,
WEPE Ltd. This caused considerable upheaval in the Programme management,
including lengthy delays in approval of Technical Assistance by the Commission, and
did not achieve the intended benefit of independent control. The decision was taken
to bring the function back into the direct remit of government, with the establishment
of the Welsh European Funding Office within the new Welsh Assembly.

In addition, a UK Local Authority 5b Partnership was established to enable the 35
Councils involved to discuss Programme implementation themes, exchange

experience and lobby on rural policy issues.

Table UK 3.1 details those responsible for delivering the Objective 5b Programme
across each of the eleven UK areas.

Table UKS3.1: Programme delivery structure

ENGLAND SCOTLAND WALES UK TOTAL

Programme Monitoring Committee All All

Programme Secretariat

Thematic Advisory Group 1 1 Al 3
Working group All - All 7
Advisory Group 1 3 - 4
Programme Management Executive/WEPE - 1 (1 —temp) 2
Local Area Groups 1 - - 1
Private Consultancy - - All

All 5b areas operated both a Programme Monitoring Committee (PMC) and a
Programme Secretariat. The PMC oversaw Programme implementation and the
Secretariat (based at the appropriate Government Office), conducted the day-to-day
operation. In Scotland the initial appraisal of projects was the responsibility of an
Advisory Group (AG), known as a Working Group in England and Wales. In one
Scottish area, Dumfries and Galloway, this role was undertaken by a Programme
Management Executive (PME) and in Wales, Programme Secretariat functions were
performed by an arms-lenths company “WEPE’.

The major difference in Scotland was that the AG/PME covered all the funds (ERDF,
ESF and EAGGF) until the Rural Development Programme based at SERAD (Scottish
Executive Rural Affairs Department) took over delivery of EAGGF. However, in many
English regions ERDF applications were the responsibility of the Secretariat based at
the respective GRO, with MAFF being accountable for EAGGF projects. Although the
pre-appraisal of ESF applications was also the responsibility of the Secretariat, in most
cases, ESF bids needed to be forwarded to the ESF Unit in London for final approval.
In Wales, ERDF and ESF applications went to the European Affairs Division for final
approval, whilst EAGGF projects were the responsibility of Welsh Office Agricultural
Department.

Separate management systems for each Fund and the lack of integration between the
Funds presented a barrier to the efficient delivery of the Programmes and caused
delays in the approval process and payment procedures. This situation was
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commented on by all Interim Evaluations, accompanied with strong recommendations
to mainstream the management of the European Structural Funds and to make one
body responsible for the approval and payment of all three Funds.

Despite the complexities of Objective 5b Programme management, the greatest
challenge was experienced in the closing of the Programme. Programme Secretariats
were dissolved early into 2000 and, according to the perceptions of some consultees,
the continuity of Programme management was lost. The remaining tasks of
monitoring and gathering relevant financial and physical project data were, thereby,
made very difficult, particularly as financial control and management information
systems were not sophisticated. This was further complicated by the typically small
nature of Objective 5b projects. In this context, it did not help that each European
Fund was run by separate departments.

In addition, actions such as newsletters and communications regarding Programme
achievements were in most regions stopped. If any, reviews of Programme activity
were channelled into the preparation of the Objective 2 Programme. However, some
regions pursued their commitment longer, such as The Marches Programme, which
did ‘round-up’ with a newsletter communication celebrating the success of the

Programme, and West Midlands (Midlands Uplands, Lincolnshire), which
commissioned a study in 1999 to look at rural programmes and the lessons learned.

3.3 Programme partnership involvement

In the UK as a whole, there were around 270 representative seats on the PMCs of the
eleven Objective 5b areas. Core membership in each of the three countries consisted of:

e The European Commission;

e Central Government;

e Government Offices;

e Regional and Local Authorities;

e Further and Higher Education Sector;

e Economic Development Companies/TECs

e Tourism Board;

e Business Community/Chamber of Commerce;
e Environmental Agencies; and

e Private Sector.
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Generally, as Table UK 3.2 shows, the PMCs in Wales and England were larger than
Scotland, averaging 31 and 29 representatives, respectively, compared to an average
of 16 in Scotland

What is noticeable is that England had a larger representation on the PMC of the
private sector and the business community, with approximately four in each area,
compared to two in Scotland and none in Wales.

Table UK 3.2: Programme partnership involvement (by percentage of all
representative seats on programme monitoring and management
committees per region)

Type of organisation ENGLAND SCOTLAND WALES UK TOTAL
European Commission 14+ 4+ 3 21+
Central Government 22+ 2 24+
Government Office 22+ 7+ 3 32+
Regional Authority 7 4 8 19
Local Authority 23+ 11 - 34+
Environmental Agencies 17+ 11 2 30+
Economic Development Company/TECs 13+ 10 3 26
Community/Voluntary Organisation 13+ 6 1 20+
FE and HE Sector 12 6 2 20
Business Community/Chamber of Commerce 10+ 1 - 11+
Private Sector 9+ 9+
Tourism Board 3 4 1 8
Farmers/Trade Union 5+ 1 6+
Equal Opportunities/Minorities Board 3 3
Rural Development Commission 1 1 2
Employment Agency 1 1
National Park/Landowners 1 1
EIB 1 1
Church Body 1 1
Total Number of Seats 174+ 64+ 31 269+

Many consultees pointed out that the partnership model promoted by the Programme
was one of the most important benefits of Objective 5b. In most regions, the PMC
and Advisory Groups brought organisations together that had not worked together
before. Hence partnership arrangements enabled a closer co-operation between many
partners, both horizontally (i.e at regional and local levels), and vertically, between
Government offices and local authorities and other regional bodies, which often
resulted in positive publicity, as reported from Midlands Uplands area.

The mix of partner organisations represented on the PMC and Advisory Groups was
usually perceived as reasonably good with a tendency towards local authority
representation. Conversely, voluntary/private sector bodies were perceived as having
to struggle to find a voice. Programme areas made great efforts to access isolated
communities, at times with variable success.

Many consultees identified the Objective 5b partnership model as one of the most
sustainable aspects of the entire Programme. Even in regions where partnership
development was regarded as less strong, the experience gained under Objective Sb
was felt to have been directly benefiting future Programme management structures
and processes for Objective 1 and Objective 2 Programmes. In some regions, such as
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The Marches, the sub-regional groups developed during the Programme have evolved
into a Regeneration Zone Partnership, which is still active.

In Rural Wales, the previous programming period had only Local Authority
beneficiaries, whereas the 1994-1999 period heralded a new, more inclusive
partnership approach, which built capacity among a wider group of stakeholders. On
the other hand, this period saw some intense debate between the Welsh Office and
the Commission over the structure of the Programme, Programme Management (with
WEPE) and project eligibility (e.g. venture capital fund).

3.4 Technical assistance

The technical assistance measures in Objective 5b were originally allocated between
0.5% (Wales) and 1.5% (England) of total Programme EU-resources, intending to
spend £7.6m UK-wide. Although spending only £5.8m, actual expenditure increased
slightly in proportion to the overall Programme expenditure.

Table UK 3.3 outlines the allocation and spend of EU monies on technical assistance.

Table UK 3.3: Technical assistance (in £)
ENGLAND SCOTLAND  WALES UK TOTAL

EU- Budget in 1994/5 £5,526,171 £1,497,860 £625,000 £7,649,031
EU-Budget in relation to Overall Programme EU-
Allocation in 1994/5 1.5% 1.8% 0.5% 1.2%
EU-Budget Spend in 2002 £2,978,257 £628,056 £2,170,199 £5,776,512
E(L)Jézpend in relation to Programme EU-spend in 1% 0.7% 1.9% 119%
Number of Studies funded by Technical

. 7 18 1 26
Assistance Budget
Extended technical assistance delivered by 5 > ’ 5
external organisations

It is interesting to note that despite Wales forecasting an expenditure of just 0.5% of its
total EU budget on Technical Assistance, the lowest of the three countries, it actually
spent the greatest proportion of the final budget (1.9%) (in contrast to England (1%)
and Scotland (0.7%)). The vast majority of Technical Assistance expenditure in Wales
(88%) was used for Programme administration, and this was higher than anticipated
due to the creation of the arms-length company WEPE, which provided Programme
Secretariat functions. In England, the actual spend was 46% less than originally
anticipated, in Scotland it was 58% lower, but in Wales it was 71% higher.

In England the lower than anticipated expenditure may be explained by the fact that
in some areas there were difficulties in generating match-funding for technical
assistance projects. This was particularly evident in projects eligible for ESF funds.
Some regions, such as The Marches, set up particular working groups, incorporating a
wider range of stakeholders than represented on the PMC, to help promote ESF
applications after the first years of Objective 5b showed a lack of quality applications.
This approach worked well.
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In Programmes such as East Anglia and Northern Uplands, good experience was
reported in employing regional and district facilitators to address the geographical
spread of the region, and to access remote communities. It was felt that this was
useful in promoting the Programme, gaining more input from local partners, in
improving the quality of applications and in monitoring project implementation,
thereby, enhancing the achievement and spending levels of projects.

At times, Technical Assistance monies were also used to employ the voluntary sector
in promoting the Programme to a wider range of community-based organisations, and
to remote communities. In addition to this targeted support, Rural Wales also funded
a programme of activities to ensure that equal opportunities principles were promoted
and applied.

Studies funded by Technical Assistance, included a range of subjects including
baseline studies (South West), town centre enhancement study (The Marches) visitor
research study, survey of training needs (Midlands Uplands); IT feasibility study, and
labour market analysis (Lincolnshire), and improving Programme access to the
voluntary sector (Rural Wales).

In all areas Technical Assistance was generally used to:

e Provide administrative support;

Co-finance posts and secondments;
e Publicise the programme (e.g. a Newsletter);

e Undertake local research and development work to improve the delivery and
awareness of the Programme and the uptake of funds;

e Undertake feasibility studies; and

e Fund Interim Evaluations.

3.5 Summary

The Programmes were managed under the then Scottish Office, Welsh Office, and in
England, by the newly created Government Regional Offices (GRO). However, central
government departments (MAFF, DfEE and DETR and their successors) maintained
separate overall responsibility for each Fund. The separate management systems and
the lack of integration between the Funds presented a barrier to the efficient delivery of
the Programmes and caused delays in the approval process and payment procedures.
While most Secretariats were based within regional government, Dumfries & Galloway
established an independent PME, while Wales also created a (short-lived) arms-length
company, WEPE, to manage its Structural Funds within this Programming period.

All Programmes established a PMC and Working Groups/Advisory Groups involving
the wider Programme partnership, with some regions also developing local delivery
bodies. The partnership model was one of the most important benefits of Objective
Sb, bringing together organisations that had not worked together before.
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The technical assistance measures spent £5.8m, under the anticipated volume but
increased slightly in proportion to the overall Programme expenditure. Wales spent
higher than anticipated, the majority (88%) being utilized for Programme
administration. England and Scotland both spent less than anticipated, partly due to
difficulties in generating match-funding. Many regions found the use of resources to
fund facilitators and working groups to promote the programme was worthwhile,
while others funded studies to improve delivery.

The closing of the Programme was made difficult by the dissolution of Programme
Secretariats in early 2000, thus breaking the continuity of Programme management.



Section 4: Anticipated programme budgets and actual
achievements

4.1 Introduction

Chapter 4 presents the financial analysis. It starts with the discussion of the
Programmes’ overall budget structure, as envisaged and approved in the original SPDs
in 1994, and is followed by the analysis of budget changes undertaken in early 1999.
The Chapter then proceeds with the assessment of actual Programme expenditure by
analysing the overall investment volume, European Structural Fund spend, as well as
the achieved national and private sector contributions. The Chapter further presents
an assessment of applied intervention rates at a country level.

Further discussion of Programme expenditure is also integrated in more detail in
Chapter 5, which provides a thematic analysis of Programme performance.

Instead of repeatedly referring to the country-based Appendices (England, Scotland,
and Wales), it should be noted that further, regional-based information regarding most
sections discussed in this Chapter can be found in the appendices.

4.2 Overall budget structure

At the outset of the Programme in 1994/95, England received the largest share
(58%, €1,169.7m) of UK’s overall Programme indicative budgets, followed by Wales
with a quarter (24%, €483.4m) of all resources and Scotland receiving 18% (€365.8m).

The financial structure of the individual English, Scottish and Welsh Programmes was
very similar in terms of the distribution of their expected European, public and
private sector investment volumes.

As Table UK 4.1 and Graphs UK4.1a and UK4.1b illustrate, the Programme budgets
in Scotland had an average of 39% EU-resources, 49% of public sector, and 10% of
private sector contributions, which was similar to the average for the UK as a whole.
England achieved slightly higher allocations of European funding (42%) and private
sector contributions (11%), but lower public sector spend (45%). In Wales, the
proportion of European and private sector allocations was slightly lower than
anticipated, but higher public sector contributions were made.

Table UK 4.1: Overall financial structure of objective 5B programmes in the UK
in 1995 (in meuro)

Regions European Structural Fund Public/Domestic Budget Private Sector Budget Total
9 Budget Allocation Allocation Allocation Programme
% of total % of total % of total
meuro meuro meuro meuro
Programme Programme Programme
England €494.6 42% €504.0 45% €121.1 11% €1,120.0
Scotland €141.0 39% €178.8 49% €37.4 10% €357.2
Wales €184.0 38% €259.0 54% €40.4 8% €483.4
UK Total €819.6 1% €941.8 48% €199.2 10% €1,960.6
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Graph UK 4.1a: Budget Allocations in 1995 in the UK (euro)
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Graph UK 4.1b: 1995 Financial Structure of UK Objective 5B Progammes
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Actual spending changed the originally anticipated share of the various funding
sources, particularly due to the very successful generation of private sector
contributions in England and Wales. This increased private sector expenditure from an
anticipated 10% to an actual 20% of all UK-Programme investment and reduced the
share of European funding from 41% to 34%, and that of the public sector from 48%
to 46% (see Table 4.2).
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Table UK 4.2: Overall actual expenditure structure of funding sources of
Objective 5B programmes in the UK in 2002 (in £m)

Regions European Expenditure Public/Domestic Spend Private Sector Spend ';otal
rogramme
% of total % of total % of total
£m P £m

rogramme Programme Programme
England £306.7 33% £415.3 45% £207.2 22% £929.1
Scotland £91.0 39% £130.2 56% £13.0 06% £234.2
Wales £113.9 35% £139.3 43% £73.2 22% £326.4
UK Total £511.6 34% £684.7 46% £293.4 20%  £1,489.7

4.3 Changes in budget allocations

At the beginning of 1999, the originally approved SPD budgets from 1994/5, were
revised to allow either for adjustments in regional strategy or to respond to changes
in a region’s demand for and uptake of Programme resources.

Varying exchange rates effected the value of the Objective 5b Programmes between
1995 and 1999. To avoid changes in the exchange rate obscuring the analysis, the
following discussion is based on the European currency, euro, so that changes in
allocations can be demonstrated more clearly.

Table UK 4.3 and Graph 4.2 demonstrate that the UK-Programme as a whole
received a 3.5% increase in its European Funding allocations, adding €29.4m to its
original resources. Subsequently and at a country-level, the increase of 3.2% (€16m)
in England increased its total European funding budget to €510.6m, whilst Wales and
Scotland received an increase of 4.1% expanding their resources to €191.6m (Wales)
and €146.8m (Scotland) by 1999.

Table UK 4.3: Budget changes in EU funding allocation between 1995 and 1999 in
Objective 5B regions in England, Scotland, and Wales (in meuro)

Objective 5b Regions EU Funds EU Funds Percentage Variation In

1995 1999 Change Meuro
England €494.6 €510.6 3.2% +€16.0
Scotland €141.0 €146.8 4.1% +€5.8
Wales €184.0 €191.6 4.1% +€7.6
UK Total €A819.6 €849.0 3.5% +€29.4
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Graph UK 4.2: Budget Allocations 1995-1999, UK (euro)
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Graphs UK4.3a, b and c illustrate the changes in European Structural Fund budget
allocations in more detail. It can be observed that Wales received a 4% increase across
all of its three Funds, whilst England benefited from a 4% increase in ERDF and 2%
increase in EAGGF. Although there was a 2% increase in ERDF, and only a minor
increase of 1% in Scotland’s ESF budgets, Scotland received 22% more EAGGF
resources.

It should be noted, though, that the original budget allocations were devalued by
changes in the exchange rate. For example, the increase of 1% of ESF resources in
euro, represented a nominal decrease of 12% of the original budget allocation in 1995
(excluding inflation). The new allocations did, therefore, not increase the spending
power of the UK Programme, but helped, to some extent, to reduce the impact of
inflation and changes in the €/&.exchange rate

Graph UK 4.3a: Graph UK4.3a: ERDF budget changes 1995-99 in the UK (euro)
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Graph UK 4.3b: Graph UK4.3b: ESF budget changes 1995-99 in the UK (euro)
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Graph UK 4.3c: Graph UK4.3c: EAGGF budget changes 1995-99 in the UK (euro)
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The additional allocation of European funding in 1999 was used to adjust Programme
budgets internally between measures and priorities. All UK-Programmes made
extensive re-allocations and, at times, reduced or increased measure budgets by more
than 50%. The extent to which individual Programmes ‘vired’ allocations, was in no
relation to the number of priorities and measures of a Programme, i.e. Programmes
with just two priorities and seven measures, ‘vired’ proportionately as extensively as
Programmes with five priorities and 31 measures. However, the administrative effort
needed to address ‘virements’ amongst 31 measures was undoubtedly higher than for
Programmes with fewer measures.

In addition to the ‘virement’ of fund allocations between Programme priorities and
measures, Scotland was able to re-allocate resources between its four regions. This
was made possible due to the exceptional circumstances of the economic downturn
in the South of Scotland and the severe impact of the foot and mouth disease in the
two southern regions, Scottish Borders and Dumfries & Galloway.
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4.4 Overall programme expenditure and investment volume

Table UK 4.4 shows that 97% of the total UK-expenditure target (European, public
and private sector) of 1999 was met, which amounted to an overall UK-investment
volume of £1,489.7m.°

Scotland and Wales achieved their individual budget targets by 87% and 86%, whilst
England reported a 105% achievement rate on 1999 spending targets. As demonstrated
in the following sections, this high level of expenditure was mainly due to success in
attracting private sector funding to project activity.

Table UK 4.4: Overall expenditure budgets anspend in England, Scotland and
Wales (in £)

Objective 5b Regions Final Budget in 1999 Spend in 2002 % of Spend in

proportion to Final
Budget

England £887,645,108 £929,147,616 105%
Scotland £270,548,356 £234,189,751 87%
Wales £379,728,949 £326,354,262 86%
UK Total £1,537,922,413 £1,489,691,629 97%

Graph UK 4.4: Planned (1999) v Actual Overall Programme Expenditure (£)
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4.5 European structural fund expenditure

ERDF was by far the largest European Structural Fund, representing 66% of all
EU-resources in Objective 5b in the UK. Much smaller proportions were provided by
EAGGF (18%) and ESF (16%).

6 Despite additional EU allocations, the value of the Programme decreased in 1999 to £1,529m, where as the value
of the Programme in 1994 was £1,571m. The achievement rate, therefore, varies depending on which year one
takes as comparator, against the 1999 budget the Programme’s achievement rate was 97%, and against the 1995
budget, it was 95%.
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Table UK 4.5 demonstrates that the overall achievement rate of the UK was 82%,
utilising a total of £511.6m EU-funds. England and Wales spent 81% and 82%
respectively of its allocated EU-resources, whereas Scotland achieved slightly higher
spending levels utilizing 87% of its 1999 budget allocation.

Table UK 4.5: EU structural fund final allocation budgets and spend in England,
Scotland and Wales (in £)

Objective 5b Regions Final Budget in 1999 Spend in 2002 % of Spend in
proportion to Final

Budget

England £377,337,341 £306,700,496 81%
Scotland £104,647,691 £90,978,094 87%
Wales £139,200,000 £113,928,692 82%
UK Total £621,185,032 £511,607,282 82%

Graph UK 4.5: Planned (1999) vs Actual EU Structural Fund Expenditure in the UK
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The regional appendices show that in England, the smaller Programmes such as
Lincolnshire and Midlands Uplands were more successful in achieving high spending
levels (97% and 92% respectively). In Scotland the largest Programme, Dumfries &
Galloway, managed to spend the highest amount, at 95% of its EU-budget. The lowest
spending levels occurred in the UK’s largest Programme, the South West, which
utilised 77% of its allocated EU-resources.

Tables UK 4.6 to 4.8 present the expenditure profiles against budget targets in each
country, by individual Fund.

4.5.1 ERDF

Expenditure against final ERDFbudget allocations achieved similarly high levels in
each of the three UK-countries, at between 85% and 87%. On a UK basis, 86% of
ERDF allocations were spent, representing a total of £341.3m.
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Table UK 4.6: Financial progamme dynamics — ERDF (in £)

Name Of Final Budget Actual Declared Spend Against Number Of
Programme (1999) Expenditure (Spend Final Budget In % Projects Supported
in 2002)
England £244,653,163 £207,385,749 85% 1,439
Scotland £72,035,874 £62,681,956 87% 526
Wales £82,191,000 £71,225,253 87% N/a
UK Total £398,880,037 £341,292,958 86%
4.5.2 ESF

Although Scotland managed to utilize 90% of its ESF allocations, England and Wales
only achieved 68% and 69% respectively of their ESF expenditure against their target
budget in 1999. This was mainly due to very low achievement levels amongst the
largest England Programmes, such as Northern Uplands (55%), East Anglia (62%) and
South West (68%).

The UK spent a total of £76.8m ESF resources, representing 72% of its overall ESF
budget allocation.

Tablue UK 4.7: Financial programme dynamics — ESF (in £)

Name Of Final Budget Actual Declared Spend Against Number Of
Programme (1999) Expenditure (Spend Final Budget In % Projects Supported
in 2002)
England £57,671,579 £39,263,158 68% 1,177
Scotland £17,242,480 £15,564,522 90% 550
Wales £31,768,000 £21,974,066 69% N/a
UK Total £106,682,059 £76,801,746 72%
4.5.3 EAGGF

EAGGF spend against target was relatively similar in all three UK countries. England
spent 80%, Wales 82% and Scotland 83% of their allocated EAGGF budgets. At a
regional level, expenditure levels varied greatly. For instance, in Scotland, the two
southern regions fully met (Dumfries & Galloway) and exceeded (Scottish Borders)
their increased final EAGGF allocations, indicating that the re-allocated resources
tulfilled their purpose in the context of foot and mouth disease. Rural Stirling and
NW Grampian utilized lower proportions, at 64% and 54% of their final allocation
budget, respectively. Similarly in England, where the largest Programme South West
utilised 98% of its EAGGF budget, but the second largest Programme, Northern
Uplands, achieved only 63%.

In total, £93.5m of EAGGF resources funded project activity in the UK, primarily in
the thematic areas of agricultural diversification and environmental works.



Section 4: Anticipated programme budgets and actual achievements

Table UK 4.8: Financial programme dynamics — EAGGF (in £)

Name Of Programme Final Budget Actual Declared Spend Against Number Of

(1999) Expenditure (Spend Final Budget In Projects

in 2002) % Supported

England £75,012,599 £60,051,589 80% 324

Scotland £15,369,336 £12,731,616 83% 249

Wales £25,241,000 £20,729,373 82% N/a
UK Total £115,622,935 £93,512,578 81%

4.6 National public sector expenditure

The Final Budget allocations in 1999 reduced the expectations of public sector
expenditure profiles in all three countries, between 1% (Wales), 6% (England) and 10%
(Scotland). These expectations have been largely confirmed by final spending figures,
with the exception of Wales, which spent 23% under target (see Table UK 4.9).

Table UK 4.9: Public sector final allocation budgets and spend in England,
Scotland, and Wales (in £)

Objective 5b Regions Budget in 1999 Spend in 2002 % of Spend against
anticipated Budget
England £397,630,898 £415,271,107 104%
Scotland £131,751,922 £130,1569,295 99%
Wales £180,354,889 £139,262,311 77%
UK Total £709,737,709 £684,692,713 96%

In total, Objective 5b project activity in the UK attracted £684.7m of public sector
expenditure, 96% of its Final Allocation budget.

Graph UK 4.6: Planned vs Actual National Public Sector Expenditure in the UK (in £)
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4.7 Private sector expenditure

Private sector budget allocations varied between the three UK-countries. Wales and
England predicted a higher expenditure profile in their Final Budgets in 1999 than
originally anticipated in 1995, and raised their budgets by 41% (Wales) and 10%
(England). Subsequently, both countries were successful and even exceeded their
targets by generating £207m (England) and £73m (Wales) of private sector
expenditure’. However, in Scotland the generation of private sector expenditure
proved more difficult, with 45% (£13m) of its previously reduced budget target
achieved. This, however, might be partly due to underreporting.

In total, Objective 5b project activity generated £293.4m private sector contributions
exceeding its UK-target by 145%, see Table UK 4.10 and Graph 4.9.

Table UK 4.10: Private sector final allocation budgets and spend in England,
Scotland, and Wales (in £)

Objective 5b Regions Budget in 1999 Spend in 2002 % of Spend against

anticipated Budget
England £112,676,868 £207,176,013 184%
Scotland £29,018,692 £13,052,362 45%
Wales £60,174,059 £73,163,258 122%
UK Total £201,869,619 £293,391,633 145%

Graph UK 4.6: Planned vs Actual Private Sector Expenditure in the UK (in £)
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Looking at the private sector contributions from a thematic perspective, Table UK
4.11 shows the unit costs of £1 European funding spent against private sector
expenditure by the six key Objective 5b themes.

It shows that projects targeted at agricultural diversifications were the most effective
projects at generating private sector expenditure, as for each &1 of European
resources spent, £1,41 in private sector monies was generated. Project activity relating
to tourism, business development, and the environment commanded a medium
position raising, on average, between £0,67 (tourism) and £0.53 (business,
environment) per £1 European funding spend. Least effective were projects in the
areas of training and community development.
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As an overall average, Objective 5b projects in the UK generated £0.58 per
&1 EU-funding spent.

Table UK 4.11: Private sector spend against EU-spend in Key Objective 5B Themes
in England, Scotland, and Wales (in £m)

Private Sector EU-spend (excl. 1£ of EU-spend = x £ of

Expenditure (2002) Technical Ass.) (2002 private sector

expenditure

Business £95.2 £178.6 £0.53
Tourism £73.1 £108.8 £0.67
Skills £24.3 £75.1 £0.32
Environment £25.3 £48.1 £0.53
Community £10.2 £49.0 £0.21
Agriculture £65.1 £46.2 £1.41
Total £293.3 £505.8 £0.58

4.8 Intervention rates

The following section examines the intervention rates, in terms of EU spend as a
percentage of total eligible expenditure, by theme and by Fund, for the UK as a
whole, and for England, Scotland and Wales.

The overall intervention rate was lowest in England (33%), followed by Wales with
35% and Scotland with 39%, bringing the overall rate for the UK to 34%.

Each of the three countries had lower EU intervention rates than originally envisaged;
as noted above in Section 4.2, the original planned EU share of contributions was
42% for England, 41% for Scotland and 38% for Wales.

At a thematic level for the UK as a whole (Table 4.12), the lowest intervention rates
were in Skills (28%), Tourism (31%) and Business (34%), while higher rates occurred
for Agriculture (38%), Community Development (39%) and Environment (40%). This
may reflect the availability of domestic match-funding programmes, as well as the
ability to attract private sector contributions. Indeed, as noted above, Business and
Tourism did achieve the highest levels of private sector contributions.

While the English intervention rates fluctuated most widely, from 23% for skills and
training to 41% for environmental activities, they tended to be lower than those for
Scotland and Wales. As noted above, England was successful in attracting a large
amount of private sector finance, therefore lowering the required share of EU funding
contributions.

Scottish intervention rates were fairly constant at around 42-44%, with the exception of
Business Development activity, for which EU funds contributed only one-third (34%) of
total expenditure. Scotland underachieved on private contributions, but also under-
spent its EU allocation, with the balance therefore shifting towards domestic funding.

Wales also had a lower intervention rate, at 29%, for Business Development, and had
the lowest intervention rate for Environment (36%).
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Table UK 4.12: Intervention rates by Key Objective 5B Themes in England,
Scotland, and Wales

England Scotland Wales UK
Business 37% 34% 29% 34%
Tourism 27% 42% 38% 31%
Skills 23% 44% 42% 28%
Environment 41% 43% 36% 40%
Community 38% 43% 44% 39%
Agriculture 35% 43% 44% 38%
Total 33% 39% 35% 34%

On a Fund by Fund basis for the UK overall, the lowest intervention rates were for
EAGGF (31%) followed by ERDF (34%) and ESF (39%) (Table 4.13). The variance
between the three countries was most evident in EAGGF, with England at 28% of
Fund, as opposed to Wales at 40% and Scotland at 43%. Again, this is due to English
EAGGF projects securing high private sector contributions. England, on the other
hand, required the highest rate of ESF to finance projects, at 41%, while Scotland had
the highest intervention rates for ERDF (38%).

Table UK 4.13: Intervention rates by fund in England, Scotland, and Wales

England Scotland
ERDF 34% 38% 34% 34%
ESF 41% 39% 35% 39%
EAGGF 28% 43% 40% 31%
Total 33% 39% 35% 34%
Note:

Bi-funded measures were removed from calculations.

4.9 Summary

The Objective 5b Programme in the UK was very successful in attracting private
sector resources to match-fund project activity, helping the overall Programme to
achieve 97% spend against budget, and achieving an investment volume of £1,489.7m.

Domestic/public sector contributions were also high and met 96% of their anticipated
expenditure target.

In terms of European Structural Fund expenditure, the UK spent £511.6m representing
83% of allocated budgets. ERDF achieved 83%, EAGGF 81% and ESF 78% of their
respective budget allocations across the UK.

Contrary to expectations, the composition of actual expenditure was that European
funding constituted one-third (34%) of the Programme’s expenditure, public sector
funding formed 46%, and private sector sources made up 20% of overall Programme
expenditure.



Section 5: Performance against programme objectives

5.1 Introduction

Chapter 5 presents the strategic aims of the Objective 5b Programmes in the UK
according to six key themes. The Common Evaluation Questions® are incorporated
throughout the themes, as appropriate.

Instead of repeatedly referring to the country-based Appendices (England, Scotland,
and Wales), it should be noted that further, regional-based information regarding all
sections discussed in this Chapter can be found in the appendices.

5.2 Business support

SPDs frequently identified a narrow industrial base, services with poor accessibility,
and declining industrial sectors as key weaknesses in the development of their
regions. Popular themes of Programme measures, therefore, addressed ‘improving
businesses support activities’, ‘provision of premises and infrastructure’, SME’s
financial support’, ‘technology transfer and innovation’, and ‘Support for existing and
start-up businesses’.

Capital projects, such as servicing of land for industrial use and developing business
premises, featured in nearly every Objective 5b region. Larger Programmes such as
East Anglia, Northern Uplands and South West of England were able to support
larger-scale projects (around £1m — £2m ERDF expenditure) with potentially larger
regional impact. Wales, which had planned to support a number of major harbour
and airport development projects, succeeded in one major and a number of smaller
harbour investment initiatives. However, it did not manage to secure sufficient match-
funding for further anticipated large-scale infrastructure investments, and ERDF
resources had to be utilised in other business development measures.

Strategically and from an expenditure profile perspective, business support was the
most important theme in the Objective 5b Programme in the UK, spending more than
one-third (35%) of all EU-resources.

A total of £178.6m including ERDF as well as a share of ESF? funding has been
invested in a wide range of capital and revenue projects supporting business
development, diversification, industrial sites, and new firm creation.

Business support was the most dominant priority theme in every English, Scottish

and Welsh Objective 5b region, sometimes commanding 50% of a region’s entire
EU-expenditure (Lincolnshire, Dumfries & Galloway). The only exception was Rural
Stirling, where tourism and training received higher EU-investments. At a country level,
Scotland invested the highest share of its EU-resources (42%) in business support
projects, whilst in England and Wales the shares were 33% and 34%, respectively.

8 A set of questions which the European Commission required to be incorporated in all ex-post evaluations across
Europe, in order to facilitate transnational analysis. The individual Common Evaluation Questions are included in
the questionnaire used for Government Office consultations and presented in Appendix E.

9 ESF in business support excludes business training as this is discussed under the ‘training’ theme. ESF measured
under business support was for company and business advice schemes.
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In terms of budget dynamics, Scotland’s original budget allocation for business
support measures was reduced by 21% in 1999, whilst Wales and England maintained
the original allocations. All three countries managed to spend 83% to 84% of the

final budgets.

England and Wales were very successful in attracting private sector contributions to
business support projects. Both countries exceeded their budget targets and raised
£39.3m and £49.1m, respectively. Scotland was less successful in achieving its private
sector targets and recorded 43% (£6.7m) of private sector contributions. In total, the
private sector invested £95.2m in business support measures throughout the UK,
which indicates that £1 of EU resources raised £0.53 in private sector monies. Wales
was the most successful of the three countries, and managed to raise £1.25 per &1 of
EU-funding.

As Programme measures in the Objective 5b Programme combined capital and
revenue budget lines, the evaluation could not extract the amount of expenditure
spent on capital projects. However, according to Programme data, a total 136,231 sqm
of premises were provided through ERDF support, which represented 99% of target.

Funding for business support frequently assisted Business Link schemes to become
more accessible to a wider business client base and to extend the range of services
on offer. Grant schemes and business advice projects were also popular in most
Programmes, and aimed to improve the competitiveness of companies, via business
growth and diversification initiatives. Telematics and IT infrastructure projects were
also popular investments in some regions to help companies become more efficient
and to access further market opportunities.

In terms of outcomes, regions reported achievements that greatly exceeded
expectations and targets. In the case of new firms created, England and Scotland
achieved between 98% and 93% of their targets, but Wales recorded 12 times more
new firms created than originally targeted (38,137 against a target of 3,000 — and in
terms of the overall business base, apparently over-stated), contributing to a total of
43,305 new firms reported UK-wide. However, Programmes did not monitor the
sustainability of newly created firms, and we have, therefore, no information with
regard to survival rates.

Similarly, the Objective 5b Programme assisted five times more businesses than
anticipated in targets. As there were no clear definitions for performance indicators
available to project managers at the time, it is likely that the assistance to businesses
was interpreted more widely, and that the mere provision of information to
businesses might also have been counted as a form of assistance.

The Programme also exceeded in its job creation targets, but remained closer to its
original targets by reporting 36,779 jobs created (against a target of 32,045) and
safeguarding 29,397 (against a target of 17,890) throughout the UK.
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Table UK 5.1: Business support performance indicators targets and actuals in the UK

Jobs created Jobs safeguarded Businesses New Firms Sqm Premises
Assisted Created Provided
Target Actual Target Actual Target Actual Target Actual Target Actual
England 17,935 25,481 14,450 18,614 7,800 46,102 3,041 2,993 65500 80,713
Scotland 4,160 5,992 3,440 10,783 4,456 10,432 2,334 2,175 9,740 16,372
Wales 9,950 5,306 - - 300 1,763 3,000 38,137 63,000 39,146
UK Total 32,045 36,779 17,890 29,397 12,556 58,297 8,375 43,305 138,240 136,231

Business support measures sought to complement existing domestic programmes,
such as SMART and SPUR, and in some regions performance indicators and targets
were provided to record joint projects. Despite the fact that targets were set at low
levels, cross-programme development of projects was infrequent and the respective
achievement rate was low. A number of interim evaluations pointed out that
complementarity between domestic business support programmes and the Objective
5b Programmes required improved collaboration and monitoring, but this proved to
be difficult to accomplish.

5.3 Farm diversification

The importance of the agriculture sector was one of the key characteristics mentioned
in the SPDs of Objective 5b regions in England, Scotland, and Wales. Identified
problems included decreasing farm incomes, seasonality of employment, and poor
access to services, constituting a declining sector with a poor future.

In comparison to other key themes, budget allocations of EAGGF and ERDF resources
for agricultural activities were usually small. Only in Wales did farm diversification
measures command a medium position with respect to their budget volume, and
were exclusively funded by EAGGF.

Four English regions had a specific priority for agriculture and farm related
development, whilst the majority of UK-regions opted to integrate farm diversification
measures into their business support priority. Popular measure titles included
development of agricultural diversification, farm/agri-tourism, agricultural business
support, agricultural marketing and product development, as well as forestry and
woodland development.

Overall EU-expenditure was relatively low (£46.2m) with agriculture being the theme
spending the least EU-resources in the UK (9% of the total EU-expenditure). Although
England and Wales managed to spend between 83% and 85% of their allocated final
budgets, respectively, Scotland only reported a 52% spend of target allocation. Apart
from Dumfries & Galloway, other regions in Scotland had a very low expenditure
rate, at between 1% and 2% of their EU-resources.

However, in terms of attracting private sector contributions, agricultural projects were
the most successful of all themes in the UK, raising a total of £56.1m in private sector
monies. This success is mainly due to English regions which greatly exceeded their
targets, whilst Wales and Scotland registered only limited success in achieving targets.
On a UK-basis, &1 of EU-resources attracted £1.41 of private sector monies, in this
context, the most effective use of European funding amongst all Objective 5b themes.
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Popular activities funded under agricultural measures, included specialty foods
development, agri-food chain, branding of foods and diversification into farm tourism.
Some regions also explored more frequently alternative crop production, the
development of farm shops, and the refurbishment of redundant farm buildings, as
well as projects associated with wildlife and environmental management and care.

Where performance indicators were present, Programmes reported primarily on activity-
based indicators. Whilst this allowed for a reasonable insight into how funding was
spent in each individual region, indicators varied greatly and could not easily be
aggregated to a country-level. In terms of intermediate and impact indicators, availability
of indicators was generally low, and only a small number of Programmes included
‘raised farm income’, which could be used to validate reported job creation figures.

In Scotland, partly due to the low budget profile of agricultural measures, the range
of performance indicators was very limited with regions primarily reporting ‘number
of diversification projects supported’. Although the Welsh Programme offered a range
of indicators populated with targets and project results, there were some issues
regarding the interpretation of indicators such as ‘number of farm businesses advised
on off-farm employment’ and ‘farm businesses advised’, as pointed out by the Interim
Evaluation. In this regard, the recorded figures are too high. The recorded data
suggest that over 100,000 farm businesses received advice, where there were only
around 15,300 VAT registered agricultural businesses in Rural Wales in 1995. It is,
therefore, likely that the definition of ‘advised’ included multiple assistances,
information provided through leaflets etc. Similarly, the recorded data suggests that
the jobs of half of all the employed population in agriculture and fisheries (37,800 in
1995) were safeguarded. In both instances, project outcomes exceeded targets
significantly, but it is likely that the reported values are based on much more
inclusive definitions of the respective performance indicators. It should be noted that
this sort of scenario is apparent in nearly all Objective 5b Programmes, and is
primarily due to the fact that there was no guidance material provided to projects,
which could have raised the awareness and know-how of how to interpret and
implement performance indicators.

All Programmes in Scotland and Wales and two regions (East Anglia and Lincolnshire)
in England included specific measures dealing with forestry, woodland development
and forest roads to support the forest industry including timber processing, help
diversification on farms, and provide woodland advisory services and training
schemes. In Scotland, a relatively wide range of performance indicators was available
for forestry projects, usually more inclusive than the range available for agricultural
schemes. However, in England and Wales, reporting on achievements of forestry
related projects was more restricted.

Table UK 5.2: Farm diversification performance indicators targets and actuals in
the UK

Jobs created Jobs safeguarded Businesses Diversification Diversification
Assisted Studies Projects

Target Actual Target Actual Target Actual Target Actual Target Actual

England 1,450  4,062.8 28,205  9,025.5 2,974 6,212 404 1,282 170 167
Scotland 1,600 33 - - 78 15 2 4 440 264
Wales 450 536 1,750 17,961 3,000 103,458 - - - -
UK Total 3,400 4,631.8 29,955 26,986.5 6,052 109,685 406 1,286 610 431
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5.4 Tourism

In the UK, tourism initiatives commanded one-fifth of all EU-resources (21%), which
was in addition to tourism projects funded under themes such as general business
support measures and agriculture.

In the majority of SPDs, the tourism industry was identified as a platform for further
regional development, particularly in connection with ambitions to utilise the
environmental beauty and remoteness of rural areas for the economic benetfit of its
communities. At the same time, regional strategies frequently pointed out that the
seasonality of employment, usually associated with the tourism and agricultural
sectors, was a distinct weakness. This conundrum was usually addressed by the
intentions to seek diversification into more specialist markets, such as the
environment, wildlife appreciation, heritage and culture, and to attract new visitors to
the region through improved information and marketing techniques, and to try
extending their stay through packaging and developing a wider range of visitor
attractions. As mentioned earlier, the environment was often seen as closely
connected to tourism development and initiatives (such as the extension of cycling
routes, and environmental attractions such as the Eden project, or biogass and Energy
Centre in the South West of England), funded under environment measures must be
seen as strongly contributing to the tourism potential of the respective regions.

Apart from four regions (three in Scotland and Midlands Uplands in England),
Programmes were equipped with dedicated tourism priorities incorporating between
two and eight specific measures usually addressing ‘business support’, ¢ tourism
promotion and marketing’, ‘farm tourism’, ‘enhancement of attractions’, and ‘training
and skills development’.

In many regions, a popular investment target was support for tourism information
centres and visitor centres. England and Scotland exceeded their targets by four and
five times, by improving existing and creating new visitor facilities. UK-wide, a total
of 399 visitor centres were improved and newly set up with Objective 5b support,
Table UK 5.3.

Further capital investment was aimed at the improvement and development of new
visitor attractions, including heritage, cultural and historic sites, as well as the
improvement and extension of accommodation, in order to encourage visitors to
extend their stay.

Marketing initiatives, including grant schemes, and individual business advice and
training workshops, were geared to build on the existing and newly created visitor
product attracting new visitors and offering extended packages of tourism activities.
A substantial number of this type of projects were funded, and regions reported a
total of 10,435 businesses, assisted through marketing and other tourism related
services. This represented a 10 times over-achievement of targets, primarily based on
the South West Programme reporting 6,629 businesses as assisted.

In proportion to its EU-investment volume, tourism was the second most successful
theme in attracting private sector contributions. All three countries exceeded their
budget targets of 1999, and raised a total of £73.1m (England £59.2m, Scotland £1.9m,
and Wales £12.0m), which implies that £1 of EU resources attracted £0.67 of private
sector monies.
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In terms of job creation, Final Reports recorded a total of 62,500 jobs created and
22,680 jobs safeguarded. Although that evaluation had no means of verifying these
results through project manager/beneficiaries surveys, the following observations can
be made:

e Although Scotland, with £16.8m EU-resources, had the least investment volume in
tourism, job creation targets were set high (10,305), particularly in comparison to
the English targets of 3,880 jobs and an investment volume of £65m;

e The high level of reported jobs created in Scotland stems primarily from the
region of Dumfries & Galloway, which recorded 44,833 jobs created against a
target of 6,200. Having said this, the wording of the performance indicator was
jobs in the tourism industry’, and might well have been a regional statistic of
existing jobs, although the target of 6,200 referred to a additional jobs. As regionl
employment in 2002 was 52,762 (ABI-employment census), we adjusted the
reported jobs created figure to its target of 6,200; and

e The high level of reported jobs created in England originates predominantly from
the South West region, which recorded 11,659 jobs created against a target of
2,365, indicating that either target setting at the outset of the Programme, or
counting at the completion stage of projects might have been based on different
understanding of the meaning of this particular performance indicator.

It is unlikely that the reported figures for jobs created are valid, and should, therefore,
be used with caution.

Table UK 5.3: Tourism performance indicators targets and actuals in the UK

Jobs created Jobs safeguarded Businesses New improved New/Improved
Assisted Attractions Visitor Centres

Target Actual Target Actual Target Actual Target Actual Target Actual

England 3,880 16,216 8,700 22,342 1,150 9,320 173 786 45 215
Scotland 10,305  (45,301) - - 325 724 53 92 42 172
6,200"°
Wales 2,550 983 250 338 360 391 90 386 30 12
UK Total 16,735 (62,500) 8,950 22,680 1,835 10,435 316 1,264 117 399
23,399
5.5 Training

In most UK regions, training and skills development occupied the third most
important investment area of the Objective 5b Programme. The main exceptions were
the two largest Programme areas, Northern Uplands and South West, where training
commanded a fifth and fourth position in terms of their proportionate overall
EU-expenditure volume.

10 As the employment in 2002 was 52,762 (ABl-employment census), we reverted the reported jobs created figure
to its target of 6,200.
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A narrow and low skill base was often identified as one of the major human resource
weaknesses of the Objective 5b regions in Scotland, England, and Wales, combined
with problems of remoteness of rural communities and associated issues of access to
education and training services.

There were two distinct ways, in which Programmes approached training and skills
development in the design of their Programme structures: five Programmes dedicated
distinct priorities to human resource development, whilst six incorporated training
measures within more industry sector oriented priorities (good examples for this more
integrated approach are Northern Uplands, The Marches, Rural Stirling, and Wales).

A total of £75.1m (15% of the overall EU-expenditure in the UK) was spent on a wide
range of training initiatives, including business skills development, tourism training,
environmental management training, and agricultural skills. These were usually
targeted at employed as well as unemployed individuals and aimed to developing
employment, diversification, marketing, IT and new skills. In Final Reports, many
regions (The Marches, Midlands Uplands and Lincolnshire, Northern Uplands)
reported on the value and positive impact distant learning packages, training in IT
and outreach skill development initiatives had had in addressing problems associated
with remoteness and peripherality.

The remoteness of communities and low density population in the eligible regions
caused many Programmes problems, particularly the two larger Programmes in
Northern Uplands, and South West, regarding the development of feasible training
projects. Quality applications were hard to come by during the earlier years of
Programme implementation.

Although training budgets, including ESF, ERDF, and EAGGF, proved difficult to
spend, most Programmes undertook specific efforts to involve a wider partnership
and to promote the development of training projects during the latter years of
Objective 5b. This worked particularly well in Scotland and Wales, where 89% of
allocated resources were spent. England managed to invest 70% of its approved
training and skills development budgets.

Private sector contributions to training projects exceeded budget expectations and
raised a total of £24.3m, the equivalent of £0.32 per &1 EU-fund invested. In
comparison to the other Programme themes, the private sector performed less
effectively in training than for tourism, business support, agriculture and
environmental initiatives. However, in Scotland training was the theme that attracted
most reported private sector funding.

The range of performance indicators and recorded outcomes varied greatly, with
many regions failing to identify targets, some regions offering a very poor selection of
indicators, and others failing to report or under-reporting outcomes for available
indicators. Number of participants/beneficiaries was the only indicator reported by all
but one region in the UK.

Table UK 4.4 shows that a total of 174,618 persons received training. However, as
with ‘businesses assisted’, there is a suggestion that the three countries interpreted the
meaning of ‘beneficiary’ differently, unless under-reporting had been a major issue in
some countries. By putting the number of recorded beneficiaries in context to the
amount of EU funding spent on training and skill development projects, Table UK 4.5
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indicates that the cost per beneficiary varied greatly with the highest unit costs in
England (£1,082) and the lowest unit costs in Scotland (£183).

Not all regions measured and reported on the number of beneficiaries achieving NVQ
or equivalent qualifications. In Scotland, only Dumfries & Galloway recorded this
indicator and in England two of the larger Programmes also failed to provide this
information. In addition, the phrasing and meaning of this indicator was, at times,
extended and included people gaining credits towards an NVQ. The reported total of
34,581 beneficiaries gaining NVQ or equivalent qualifications in the UK is, therefore,
to be used with care. A minority of Programmes specified project results according to
NVQ levels I, II, or III.

Although businesses were targeted with training and skill development measures in
all three countries, only England regions offered a relevant performance indicator and
reported to have trained 2,721 businesses. Project titles from Wales and Scotland
confirm that businesses also benefited from Objective 5b training, however, no
performance indicator was available to report on achievement.

In terms of jobs, only seven regions (Wales, one Scottish, five English) included this
indicator in their range of training/skill development measures, and in total reported
8,256 jobs created and 6,969 jobs safeguarded.

Table UK 4.4: Training/skills development performance indicators targets and
actuals in the UK

Jobs created Jobs safeguarded Businesses No gaining No of Businesses
Assisted NVQ/equivalent Trained
Target Actual Target Actual Target Actual Target Actual Target Actual
England 1,587 4,587 6,600 6,969 22,105 39,031 2,575 14,723 3,220 2,721
Scotland - 193 - - 3,600 81,357 - 204 - -
Wales - 3,476 - - - 54,230 - 19,654 - -
UK Total 1,587 8,256 6,600 6,969 25,705 174,618 2,575 34,581 3,220 2,721

Table UK 4.5: Unit costs in training and skill development in the UK

No Beneficiaries EU-Spend EU-spend/beneficiary
England 39,031 £42,236,558 £1,082.13
Scotland 81,357 £14,947,953 £183.73
Wales 54,230 £17,918,900 £330.42
UK Total 174,618 £75,103,411 £430.10

5.6 Environmental works

All UK Objective 5b Programmes addressed the environmental situation and
development objectives in their respective SPD. Programme documentation also
showed that management procedures, such as project selection criteria and appraisal
procedures, included environmental assessments of projects to some degree.

Most Scottish Objective 5b regions and two English Programmes, Northern Uplands
and South West, included dedicated Environment priorities. Five other regions opted
to incorporate one or two environmental measures under their agriculture or tourism
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priorities, whilst Midlands Uplands addressed environmental objectives exclusively
through a horizontal approach, via project scoring criteria. The Rural Wales
Environmental Advice Panel ensured that environmental aspects were considered
across all project applications; this was innovative at the time and was considered to
be a step towards the current sustainable economic development policy in Wales.

Although for most Programmes the main objective and project appraisal position was
to avoid negative environmental impact, some Programmes developed very detailed
environmental monitoring frameworks and, at times, commissioned specific studies to
prepare for the assessment of environmental impact including performance indicators
measuring intermediate and long-term impact. However, in practice, these initial good
intentions proved to be difficult to operate at a project level, and remained largely
under-reported in Annual and Final Reports. Whilst most Programmes with a
particular interest in environmental development provided a wide range of activity-
oriented performance indicators, intermediate and impact indicators were rarely used.

Funded through ERDF and EAGGF resources, the environment was one of the three
lowest funded Objective 5b themes of the Programme throughout the UK (excluding
budgets allocated against Technical Assistance). Final budget allocations in Wales and
England were met by 83% and 81% respectively. In Scotland, however, expenditure
on environmental projects exceeded expectations, so that original allocations were
increased by 12% in 1999. Even then declared expenditure exceeded budget
allocations!™.

Overall, Objective 5b in the UK spent a total of £48m (9% of its overall declared EU-
resources) on environmental projects, whereby England and Scotland spent 11% and
Wales 4% of their respective EU-resources. There were two regions that focused
considerably more on the environment than others: Northern Uplands in England and
Scottish Borders in Scotland, both spending 21% of their total EU-resources on
environmental measures.

As mentioned before, most Programmes with a particular interest in environmental
development, such as Northern Uplands, South West, and the Scottish Programmes,
reported against a wide set of activity-based project performance, including number
of environmental projects undertaken, km of footpaths and cyclepaths developed,
environmental strategies developed, etc. Targets were usually exceeded. Some of the
large-scale projects in England included work connected to the Eden Project, and the
UK’s first centralised biogas plant in Devon.

In terms of performance measurement, Midlands Uplands and Dumfries & Galloway
did not include any indicators relating to environmental project achievement. The four
performance indicators selected in Table UK 4.6 show that Objective 5b
environmental project activity included the improvement of 12,336 ha of land in
England and Scotland. This does not include the improvement of derelict land, which
was usually an indicator recorded in the business support measures, and reporting an
additional 2,931 ha of land reclaimed and improved (127 ha in Wales, 2,692 ha in
England, and 112 ha in Scotland) exceeding most regions’ targets.

11 The figures in the Final Reports of Scottish Objective 5b regions stated that EAGGF could not entirely be
confirmed yet, at the time of writing this report. The EAGGF figures used in this report might, therefore, represent
commitment rather than declared expenditure.
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All three countries reported assistance to 184,003 businesses in improving their
environmental management exceeding most regions’ targets. However, this level of

assistance did, at times (Scottish Borders, Rural Stirling, The Marches, East Anglia), not
connect well or underachieved on targets regarding the indicator of "hectares of land

improved’.

Whilst jobs created were reported in most regions (a total of 2,259 jobs primarily

based on reported figures in the South West Programme), jobs safeguarded was only

targeted and reported by South West and Northern Uplands.

Table UK 4.6: Environmental works performance indicators targets and actuals in

the UK
Jobs created Jobs safeguarded Businesses Assisted Ha of Land Improved
Target Actual Target Actual Target Actual Target Actual
England 742 2,092 2,020 3,420 89,724 150,001.5 1,055 1,316
Scotland 199 123 - - 143 287 14,000 11,020
Wales 20 44 - - 24,000 33,775 -

UK Total 961 2,259 2,020 3,420 113,867 184,063.5 15,055 12,336

With regard to generating private sector contributions, environmental projects raised

£25.3m private sector resources. In terms of efficiency, environmental projects were as

successful as business support projects generating £0.53 in private sector monies for

every &1 of EU-funding spent with English regions achieving the highest proportion of

private sector funding (£1/£0.69).

5.7 Rural communities

Most English Objective 5b Programmes, Wales and Dumfries & Galloway in Scotland

addressed community development through dedicated Programme priorities.
However, each Programme in the UK incorporated one or two specific community

oriented mixed capital/revenue measures, which usually targeted village development,

rural heritage, skills development to meet local labour market needs, improving
community facilities and infrastructure, as well as SME development.

Rural community-based project activities in the UK spent 10% (£48.9m) of all EU-
resources in the UK. Rural communities was, therefore, one of the smallest spending
themes of the Programme. However, in 1999 rural community measures received a
considerable boost through additionally allocated resources in Scotland, where the
original budget was increased by 77% and was nearly all spent (94%). Although

England reduced its community budget lines by 8% in 1999, it exceeded its new budget

targets by 107%. In Wales budgets were slightly increased by 5% and spent 88%.

Only in the larger Programmes, such as South West, Northern Uplands, The Marches,

and Dumfries & Galloway measures dedicated to the development of rural
communities managed to spend above 10% of their total regional EU-expenditure.
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The range of performance indicators available was wide, but pre-dominantly activity-
oriented in most Programmes. This allowed a reasonable insight into what particular
activities individuals Programmes pursued, but makes aggregation of country and UK-
wide results difficult. Although Programmes implemented a considerable number of
capital projects, outputs were not recorded in measurable terms such as by sqm.
However, as Table UK 4.7 shows, most regions reported the number of their
community enhancement projects funded by Objective 5b,and recorded a UK total of
1,634, well above targets. This is mainly due to Northern Uplands reporting the
improvement of 1,064 community facilities.

Targets were also exceeded in terms of job creation and safeguarding, with more than
half of all community-based jobs created in the UK recorded in the South West
Programme (2,412).

Community-based projects generated a total of £10.2m of private sector funding, in
comparison to its EU-investment volume of £48.9m, the least effective theme in
attracting private sector contributions (&1 of EU-resource generated £0.21 of private
sector resources).

Table UK 4.7: Rural communities performance indicators targets and actuals in

the UK
Jobs created Jobs safeguarded No of Community Number of Businesses
Enhancement Projects Assisted
Target Actual Target Actual Target Actual Target Actual

England 1,355 3,759 5,218 2,836 154 1,343 - -
Scotland 103 245 40 8 39 88 20 266
Wales 270 373 250 3,304 120 203 - -
UK Total 1,728 4,377 5,508 6,148 313 1,634 20 266
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5.8 Summary

TABLE UK 4.8 presents a summary overview of a small set of core indicators
representing aggregated achievement levels across the UK.

Table UK4.8: Programme performance indicators (core indicators)

CORE PERFORMANCE INDICATOR
Jobs created

Jobs safeguarded

New firms created
Businesses assisted

Land serviced (ha)

Sgm premises provided
New/improved attractions
New/improved visitor info centres
Diversification studies
Diversification projects

No of beneficiaries

No. gaining NVQ/equiv.

No. businesses trained (ESF)
Ha land improved

No community enhancement projects

ENGLAND
56,198
63,207

2,993
62,950
2,692.2
80,713
786
215
1,282
167
39,031
14,723
2,721
15,0082.5
1,343

SCOTLAND
12,786
10,791

2,175
10,432
112.08
16,372

92

172

4

264
81,357
204
11,020
88

WALES
10,718
75,446

4,582
21,950
261.8
131,000
236

60

748

190
28,410
4,250
4,140
176,728
223

UK TOTAL
79,701
149,444
9,750
95,332
3,066
228,085
1,114
447
2,034
621
148,798
19,177
6,861
337,831
1,654
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6.1 Introduction

A total of 10 projects were reviewed as case studies for the evaluation. The approach
of incorporating a case study exercise into the ex-post evaluation was taken in order
to seek examples of best practice and to inform the assessment of added value and
impact. The evaluators sought to identify a balance of projects from England, Scotland
and Wales, representing the three Funds, ideally of a sizeable funding volume, which
had been independently evaluated with an economic impact assessment. The exercise
proved challenging, due to the lack of evaluation evidence available on projects
supported during this funding period. Table UK 6.1 shows the final project selection.

Table UK 6.1: Case study profile

Case Total eligible
Study Region Title Fund Key Themes 9

No expenditure

1 The Marches Empowerllrllg Enterprise in Local ERDF Community £000,000
Communities Development

2 Midlands Uplands Honeycomb Employment Resource Centre ERDF Training £71,000

3 East Anglia Business Grant and Support Package ERDF D Business £366,667
evelopment

4 Stirling/Tayside Business and Environment ERDF Environment £150,000

5 Midlands Uplands Bakewell Project ERDF Agriculture £4,385,715

6 Borders Regeneration/Diversification Programme ERDF Business £582,000
Development

7 NW Grampian Aberdeenshire Access Strategy EAGGF Environment £545,000

8 South West Westcountry Rivers Project EAGGF Environment £1,064,274

9 NW Grampian Upper Deeside Access Trust EAGGF Environment £488,350

10 Borders Borders Training and Employment Project ESF Training £983,840

Full case study descriptions can be found in Appendix G.

6.2 Project management

Some projects involved a range of funding partners and established formal
management structures. Often this was the applicant’s first experience of setting up a
partnership, to pool resources. In the case of the Suffolk Business Support Package
(Case Study 3), for example, this was the first attempt to bring together often
competing and duplicative business support activities in the area. Other projects were
implemented directly by the applicant with no external input (e.g. Case Study 8).

Some examples of good practice in project management were found:

Setting up a small project steering group involving partner organisations, able to
make decisions quickly and by consensus (Case Studies 5, 9);

For complex projects involving a wide range of organisations and local
communities, a tiered project management structure helped to ensure that all
interested parties were able to input to the management process (Case Study 5);
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e Responsibilities were divided in order to efficiently utilise expertise, ie. one group
monitors technical progress of the project, and another took responsibility for
financial and personnel management (Case Study 8);

e C(learly defined aims and objectives set out in a Business Plan, with target outputs,
enabled the project to maintain its focus and achieve a manageable set of
objectives (Case Study 9).

Working in partnership is not without its challenges, however; it requires strong
commitment, co-ordination and communication between implementing partners.

In Case Study 1, concern arose over partnership buy-in — it proved difficult to
generate active engagement of partners, even those who had signed up to funding
bids, in particular strategic input from senior management. In the course of the
project, however, good working protocols were established between the two
implementing local authorities, and community representatives were included in the
decision-making process to ensure the project’s scope was understood, and local
priorities were addressed.

6.3 Target groups and beneficiaries

The case studies targeted a mixture of businesses, farmers, residents and
disadvantaged groups. Methods of engaging and sustaining the interest of target
groups included:

e Involving interest groups and organisations in the consultation process, and
actively seeking their input to project design and development (Case Study 1, 2, 7);

e Introduction of an Affiliate Membership scheme to encourage active participation
of interest groups in decision-making to prioritise activity according to locally
defined needs (Case Study 9);

e Public consultation exercises, followed up with ongoing communications and
marketing campaigns;

e Employing local development workers to put a recognisable ‘face’ to the project
and to build relationships within communities (Case Study 1);

e Using existing business advisor knowledge to identify suitable businesses, which
were then followed up by specialist advisors (Case Study 4); and

e Use of experienced advisors to engage and follow up with farmers, thus building
ongoing relationships (Case Study 8).

Problems experienced with target groups were often due to lack of planning,
consultation or communication before project implementation:

e Difficulty identifying and engaging the target group, young disadvantaged people;
further research concluded that the people in most need lived outwith the 5b area
(Case Study 5);
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Opposition within the community to a building project, which caused delays in
planning consents. It was recognised that a fuller consultation process and better
project planning could have helped to avoid these problems (Case Study 5);

Resistance from landowners (Case Study 9) was addressed by ongoing
consultation and finally resolved by demonstrating positive results from another
area; and

Unclear communication of rules and objectives of the project led to
misunderstandings over eligibility; this was solved by improved marketing and
advice (Case Study 10).

6.4 Project synergies and integration

Ideally, projects should seek to identify ways to integrate activity with complementary
schemes and projects in the area, in order to maximise benefits to target groups and
minimise duplication. For example, some of the larger projects formed packages of
support, linking physical regeneration with employment and training activities to
improve the target area. A few projects did actively seek to link with other projects,
for example:

The Empowering Enterprise in Local Communities project (Case Study 1)
specifically set out to channel and complement resources from European and
domestic funding sources, such as SRB and local authority community
development initiatives, and to ensure a high degree of coordination between
funding programmes. The EELC programme also aimed to work in partnership
with the LEADER II programme operating within some of the Marches 5b area to
encourage people to ‘become actively involved within the process of sustainable
economic regeneration of their community’. Within the area, LEADER II
specifically aimed to promote a locally-led community-based economic
development programme to assist in the acquisition of skills by local people and
to promote rural innovation; and

The Westcountry Rivers Project (Case study 8) was not the only project seeking to
improve land management practices in the area. Therefore, the project team
liaised regularly with other projects, for example the EnSUS Farming Club, which
sought to help groups of farmers to manage resources more efficiently. This
ensured that farmers received coordinated support.

6.5 Environmental sustainability

In terms of meeting the environmental sustainability objectives of the Objective 5b
Programme, projects can be divided into three groups:

Those which had a specific environmental objective and were often funded under
the environmental measures within their respective Objective 5b Programmes
(Case Studies 4, 7, 8, 9). Most of these were countryside improvement schemes,
with the exception of Case Study 4, which aimed to raise awareness of the
environment within the business community;
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Those which incorporated environmental aspects into mainstream economic
development and regeneration activity (Case Studies 1, 2, 5); and

Those which did not address environmental sustainability (Case Studies 3, 6, 10).
This group was comprised of business development support programmes.

Strategies to improve environmental sustainability included:

Actively targeting companies that required to comply with environmental
legislation to work through compliance issues; raising awareness of best practice
among the business community; assisting businesses to develop environmental
products; establishing a forum for the discussion of environmental issues in the
business community. This complemented and added value to standard business
development support in the area (Case study 4);

Countryside access strategies to disperse visitors and manage environmentally
sensitive countryside areas. Care was taken in the use of materials for pathway
development (case study 9); and

Environmental agency expertise was called upon where necessary to evaluate
environmental impact and advise on best practice in developing countryside
access (Case Study 7).

Some projects incorporated environmentally sustainable aspects into training or
regeneration activities, for example:

In a project providing training for people with learning difficulties, care was taken
to use wood from sustainable woodlands in the manufacture of products (Case
Study 2);

In a wider regeneration project, specific environmental targets relating to land
improvement, pollution, traffic management, protection of habitat; targets were set
(Case Study 5); and

A quality of life improvement initiative included waste management and recycling
schemes (Case Study 1).

In total, seven out of 10 projects addressed environmental sustainability objectives
relatively well. However, although many projects set environmental objectives, often
the impacts of activities were not measured or reported against fully.

6.6 Project outcomes and impacts

In most cases projects reported that targets had been met or exceeded. However,
project evaluations did not always measure progress in terms of Objective 5b targets if
this was not the main funding component.

Table UK 6.2 shows the impact of the projects in terms of jobs created and
safeguarded, together with the EU costs per job. The data provided to the evaluation
did not allow a comparison of actual unit costs versus planned unit costs for the case
study projects, nor were we able to establish total Public Sector costs per job.
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The data shows that EAGGF projects had low job impacts, and corresponding high
unit costs, in comparison to most ERDF and ESF projects. Perhaps unsurprisingly,
those projects targeting business growth and enterprise claimed the most jobs. These
reported unit costs demonstrate that projects may have lacked the necessary skills to
report accurately.

Table UK6.2: Job related impacts

EU Cost
per job
safeguarded

05b award Jobs Jobs EU Cost per

created safeguarded job created

1 Empowering Enterprise in ERDF £189,848  163.2 120 £1,163 £1,582
Local Communities

2 Honeycomb Employment ERDF £28,735 7 0 £4,105 -
Resource Centre

g BusinessGrantand Support ERDF £197,542 404 165 £489 £1,197
Package

4 Business and Environment ERDF £15,016 22.3 £673

5 Bakewell Project ERDF £1,615,259 297 440 £5,439 £3,671

6 Regeneration/Diversification ERDF £156.658 303 0 0517 B
Programme

7 Aberdeenshire Access EAGGF £053.545 0 0 B B
Strategy

8 Westcountry Rivers Project EAGGF £403,518 14.3 0 £28,218 -

9 Upper Deeside Access Trust EAGGF £262,114 1.5 10 £174,742 £26,211

1o ~ Borders Training and ESF £519,167 389 0 £1,335 -
Employment Project

Only a few economic impact assessments were undertaken, and these identified
further benefits such as growth in business turnover, increased sales, increased
numbers of visitors, etc.

Softer impacts such as increased motivation, self-esteem, confidence etc, and capacity
building, improved partnerships and better relationships within communities were
also identified.

The quality of evaluations varied, however, and a full picture of progress towards
targets and net impact was not always provided.

6.7 Exit strategies

While some projects ceased on completion of the Objective 5b funding period, often
elements of the projects continued in another form (Case Studies 3, 4, 6, 8, 10),
carrying forward lessons and recommendations from the initial project. For example,
the business into the environment project (Case Study 4) ceased to employ specific
staff to advise businesses on environmental matters, but instead incorporated this
within the general business development portfolio, ensuring that businesses continued
to receive support.

Other projects, for example Case Studies 1, 2, 5 and 9, were able to maintain
momentum and further developed the partnerships and funding packages to enable
the project to continue. The EELC project (Case Study 1) stated that the requirement
for sub-projects to think ahead about exit strategies during the application stage, was
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instrumental for the successful continuation of projects after Objective 5b funding had
stopped. Case Study 9 (Access Trust) was able to secure commitment from a range of
partners for a long term business plan, and used the experience of the first project to
develop a larger-scale access strategy for the Eastern Cairngorms.

For a good many projects, therefore, there was a positive picture of continuing
partnerships, building on increased capacities and evolving project activity.

6.8 Summary

In summary, this was many projects’ first experience of Structural Funds project
implementation; many projects cited lessons in project management in terms of
forming management groups, setting realistic targets and monitoring activity, and
ensuring compliance. There were a number of good examples of successful
implementation of European principles such as partnership working, environmental
sustainability, project integration and complementarity.

The bottom-up approach taken by many projects, ensuring community involvement in
project development, management and ongoing consultation during implementation
was encouraging, and ensured buy-in and capacity building which should have
enhanced longer-term impacts.

Due to limitations in the information gathered, however, it is not possible to develop
a clear picture from the project sample of final outcomes and impacts.



Section 7: Value for money and net impact of
Obijective 5B

7.1 Introduction

Chapter 7 utilises the findings from the analysis of Programme outcomes and presents
an assessment of the Programmes’ value for money. A benchmarking exercise with
the findings of the LEADER II Ex Post Evaluation and the calculation of net impact for
England, Scotland and Wales provides further insight into the Programme’s actual
achievements. Whilst the assessment of gross and net benefits are based solely on
performance monitoring data as presented in the Final Reports, Chapter 7 also
presents the findings from consultations with Government representatives to further
inform the conclusions of this study.

7.2 Peformance indicators (core indicators)

The assessment of a Programme’s net impacts depends to a large extent on the
quality of recorded monitoring information and the robustness of monitoring systems.
At the time of the implementation of the Objective 5b Programme, the design and
definition of performance indicators, as well as the capability of respective monitoring
systems, were not as sophisticated as they are in the subsequent Programme period.
Technical assistance in the form of a Programme Complement, which incorporates
vital information for project managers regarding the specific definition of individual
indicators and the way project outcomes should be measured and monitored, was not
available at the time.

Findings from consultations showed that reporting on indicators was largely driven by
projects and their individual interpretation of the meaning of performance indicators,
and reported project outcomes were seldom checked for validity at a project level.
Achievements were, therefore, recorded as reported by projects. Similarly, if projects
did not manage to spend as envisaged in their application, Programme Secretariats
rarely investigated why this was the case.

While the accuracy of reported financial figures of the Objective 5b Programmes has
been confirmed by audit statements (although there are some outstanding issues with
regard to EAGGF figures in Scotland as far as their status as declared expenditure or
committed expenditure is concerned), the more serious problem arises with the
assumed accuracy of reported physical outputs. The evaluation has found a number
of obstacles, which challenged the accuracy of reported performance indicators,
including the following:

e Most Programmes failed to provide a comprehensive range of performance
indicators, whereby project activities (such as farm/business advice) were
compared with project results (such as increase in farm/business income), which
in turn could have been compared with project impacts (such as jobs created).
This situation led to the reporting of ‘inexplicable’ results, such as a project
funding a facilitator, creating over 100 jobs;

e Mostly in thematic areas such as training and environment, but also, at times, in
all other Programme themes, targets were not set for ‘jobs created’;
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e If targets were set, some regions reported substantial over-achievement of results,
to the extent that the reliability of the reported data was in question;

e A wide range of interpretations of performance indicators and a considerable
variation in terminology used (most likely due to the fact that the Programmes did
not provide guidance in this respect). This led to the situation that in many
instances regions combined the measurement of ‘jobs created’ and ‘jobs
safeguarded’ into one indicator, yet this was done in a random fashion even
within the same Programme, varying across Programme themes; and

e Failing to measure and report ‘jobs created’. At thematic and Programme level, in
many Scottish and English regions (despite expenditure and project activity), and
most likely at project level throughout the UK.

The above difficulties, which often still exist in Structural Fund Programmes, can
mainly be explained by the comparatively low priority given to those tasks at that
time. Nevertheless, the relatively low quality of monitoring data restricts any
assessment of value for money and net impact. This has to be kept in mind
throughout the remainder of this Chapter.

7.3 Value for money costs

In the following, the actual results of the key performance indicator ‘jobs created’ are
compared with the overall EU-spend incurred by theme and country. Unit costs,
aggregated at theme/country level, show how much financial support was required to
achieve one unit of a particular performance indicator.

The strength of unit costs is that they are independent of any actual over or
underspend of allocated financial resources. Even if a Programme might not have
spent all its financial allocation, it might have produced outcomes with the same
efficiency and effectiveness as anticipated in the original plan.

However, the calculation of unit costs and their meaningful discussion, depends on
the accuracy of reported financial spend as well as recorded output achievements.
The effect of difficulties in reporting reliable and accurate project outcomes is that the
meaningfulness of unit cost calculations is reduced. This becomes particularly clear in
observing the information contained in Table UK 7.1. For example, according to the
reported jobs created and declared expenditure, the creation of one job in agricultural
projects cost £125,708 in Scotland, whereas it cost £8,594 in England.

Similar scenarios are apparent in almost all themes, with the exception of business
support. But even the business support theme, however, where results have been
reported relatively consistently by all regions, one region mixed created and
safeguarded jobs, one region had set no targets, and another reported six times higher
outputs than anticipated. However, in business support measures the creation of one
job cost £3,964 in England, £6,416 in Scotland and £7,378 in Wales.
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Table UK 7.1: Value for money/unit costs per programme (core indicators)

UNIT COSTS PER JOB CREATED BY EU

SPEND IN EACH OBJECTIVE 5B THEME ENGLAND SCOTLAND WALES UK TOTAL
(2002)

Business Support £3,964 £6,416 £7,378 £4,856
Tourism £4,010 £2,717 £27,424 £4,651
Agriculture £8,594 £125,708 £25,197 £11,871
Skills development/Training £9,208 £77,451 £5,155 £9,097
Environment £16,976 £83,350 £91,525 £22,277
Rural Communities £8,706 £23,307 £27,349 £11,092
Total Programme £5,536 £7,115 £10,630 £6,419

7.4 Findings of benchmarking exercise

At the outset of the evaluation, it was intended to compare the findings of the
Objective 5b ex-post evaluation regarding performance, unit costs and net impact
with the findings of the LEADER II Ex-post evaluation. The Evaluation Steering Group
selected LEADER 1II as the best choice for this exercise as the two Programmes were
implemented simultaneously covering the same geographical areas.

Regarding the range of performance indicators presented in the Programmes, the
findings of the Objective 5b evaluation are similar to the findings of the LEADER II
ex-post evaluation, as performance indicators were largely based on recording activity
as opposed to results and project impacts. As in Objective 5b, the large variety of
activities recorded in LEADER 1II did not lend itself to aggregation to a national level.
(see page 49 of Ex Post Final Report). In addition, and different from Objective 5b
findings, the LEADER II ex post evaluation could not access performance data for The
Marches, reported Lincolnshire as a % figure and did not report on East Anglia. The
Final Report concludes that: ‘the material produced is of limited value where the ex-
post evaluation is concerned’.

Other findings of the LEADERII ex-post evaluation revealed that ‘project managers felt
that job creation was not a major objective and was either small or too difficult to
estimate accurately at the application stage. This appears to be reflected in the findings
on impact’.

As the difficulties and obstacles in reporting and measuring project performance were
similar between the two Programmes, yet slightly more favourable in Objective 5b as
a comprehensive set of data was available for each region, the benchmarking exercise
might have still provided some insight, yet limited, as only half of all English regions
reported outcomes, and Scotland was not included in the LEADER II evaluation.
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Table UK7.2 provides an overview of unit costs calculated with data obtained from
the LEADER II ex-post evaluation:

Table UK 7.2: Leader Il (1994-1999) unit costs per job created

European . .

Leader Il region Structural b T LT AGATeLE s (ot

. created per Job

Funds paid

Wales £8,066,049 5,656'2 £1,426
England (Midlands Uplands, Northern Uplands, £13.847.013 546 £95 407
South West only)
Total £21,913,062 6,202 £3,533

Data source: Ex-Post Evaluation of the LEADERII Community Initiative 1994-99 in England and Wales, Sep. 2003; calculation of
totals and unit costs by EKOS Limited.

The above table shows that the unit costs range considerably between Wales (£1,426)
and England (£25,407) incorporating problems such as the joint measurement of
created and safeguarded jobs. These figures are, therefore, unlikely to be a valid
reflection of actual outcomes.

7.5 Gross and net impact

7.5.1 General Perceptions of Programme Impact

Consultations with Government Office representatives explored the perceptions held
regarding the various aspects of Programme impact as presented in the Common
Evaluation Questions.

The most often expressed view was that the Programme had a positive and
sustainable impact on partnership development and networking in all eligible regions.
There was consensus that the partnership experiences gained during Objective 5b
benefited follow-on Programmes such as Objective 1 and Objective 2 and, therefore,
impacted positively on the capacities of decision-makers and stakeholders. But also in
its own right, the Programme’s partnership approach was instrumental in bringing
about regional partnerships and greater co-operation between various levels of
governance. Furthermore, partnership development was highlighted as the most
sustainable legacy of the Programme.

The majority of consultees believed that, due to the relatively limited investment
volume of the Programme and its emphasis on small-sized projects, Objective 5b had
a relatively small and pre-dominantly local impact compared to larger programmes
with higher-profile and larger-scale projects. It was, therefore, believed that in terms
of sustainability, Programme impact and changes to the socio-economic situation of
eligible regions are probably only detectable at a micro/project level.

It was also felt that the Programme reduced its potential for greater economic impact
by excluding many main towns and rural service centres as non-eligible areas.

12 This includes a mixed reporting of jobs created and safeguarded.
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The distinct benefit, additionality and the legacy of the Programme would, therefore,
largely be found in relatively small rural areas.

In Scotland, the Programme is seen as having impacted positively on economic areas
such as tourism, as a considerable amount of Programme resources was invested in
infrastructure and marketing, which clearly left an imprint on subsequent industry
action. The Programme also provided considerable release in addressing the textile
sector’s demise in Southern Scotland through substantial SME sector support. In
addition, the Programme had a notable impact on the regeneration of derelict land.

Consultees were asked to assess the impact of the Programme on a scale from 1 to 10
(1 signifying low impact, 10 representing very high impact) against a number of
economic development areas, as represented by the Common Evaluation Questions.
By adding the individual scores, the following areas have been prioritised in order of
their highest, perceived impact:

Areas with relatively high impact:

1. Impact on crafts, commerce and tourism;

2. Help overcoming remoteness and isolation;

3. Creation of jobs;

Areas with relatively low impact:

4. Creation of new activities;

5. Helped increase competitiveness of SMEs;

6. Increased standard of living;

7. Encouraged forestry developments;

8. Improved income of agricultural holdings; and

Areas with very low or mostly unknown impact:

9. Positive impact on the environment.

With regard to environmental measures, the Programme was mostly regarded as a
forerunner of implementing environmental sustainability, by establishing and
facilitating links between woodland management, tourism, environmental attractions,
and rural development. Although impact was considered low, or largely unmeasured,
this experience benefited directly the preparation and implementation of Objective 2
projects.

The attribution of changes in the regional socio-economic situation to Programme
performance was difficult to establish. Consultees highlighted that it was difficult to
separate individual, rather small-scale economic developments from wider economic

trends and influences. It was, however, true to say that dependencies on tourism,
seasonality of employment, and difficulties of declining industrial sectors were still
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existing by the end of the Programme and that more funding was required to change
the economies for the long-term in the majority of Objective 5b regions. Most
consultees believed that the main problems of rural areas in the UK still remained
after the completion of Objective 5b.

7.5.2 Net Impact Assessment

Previous sections have already discussed the questionable validity of the reported
monitoring data (multiple interpretations of performance indicators; disproportionate
results; and joint reporting of jobs created and safeguarded) and the extent to which
this affected unit costs per job. The same limitations apply in the calculation of the
Programme’s net impact.

In addition, the calculation of net impact is always best undertaken at a project level
and through beneficiary surveys, research methods outwith the remit of this ex-post
evaluation. Any impact assessment, which is undertaken on the basis of aggregated
data above project level is most likely to distort the value of net impact to some
extent. When net impact assessments are applied at a Programme level, different
values of deadweight, displacement and multiplier effects are generally used to
represent different types of activities, such as land development, community-based
SME development, construction, and SME services and developments, marketing
activities, etc. However, in the case of Objective 5b, we cannot differentiate, because
capital and revenue expenditure was mixed and reported jointly at a measure level.
In order to assess the net impact of the Programme, we can, therefore, only rely on
the most basic job creation figures reported.

In the following and for illustrative purposes only, we assume the reported number of
jobs in the Objective 5b Programme is an accurate reflection of project activity®?, and
if we apply an average value for deadweight, displacement and multiplier effects, the
following net impact can be presumed on the basis of guidelines developed for the
Objective 2 Programme in Western Scotland. However, it has to be kept in mind that
under the circumstances provided regarding the detail and quality of Programme
monitoring data, this calculation can only have extremely limited value.

Assumed impact values for business development projects':

Gross Job Impact:
Deadweight: 20%

Displacement: 30%
— Supply Chain Multiplier: 20%
+ Income Multiplier: 20%

= Net Job Impact

13 We did, however, reduce the reported 44,833 jobs created in tourism in Dumfries and Galloway due to a clear
error in reporting (total employment in Dumfries in 2002 was 52,762). Instead, we assumed that the region
achieved its target of creating 6,200 jobs.

14 Assumed values for net impact calculations are taken from Western Scotland Objective 2 Programme 2000-2006.

72



Section 7: Value for money and net impact of Objective 5B

Table UK 7.3: Net impact calculation of jobs created in England, Scotland, and Wales

England Scotland Wales eI O;gective
Gross Jobs Created 56,197 12,786 10,718 79,701
— Deadweight (20%) 11,239 2,557 2,144 15,940
— Displacement (30%) 13,487 3,069 2,572 19,128
+ Supply Chain Multiplier (20%) 6,294 1,432 1,200 8,927
+ Income Multiplier (20%) 7,553 1,718 1,440 10,712
Net Job Impact 45,317 10,311 8,643 64,271

By applying a set of average impact assumptions for deadweight, displacement and
multiplier effects, Table UK 7.3 indicates that the net impact of the Objective 5b
Programme in the UK was 04,271 jobs (including the creation of 45,317 jobs in
England, 10,311 jobs in Scotland, and 8,643 jobs in Wales).

Put in context of the overall Programme expenditure, Table UK 7.4 shows that at the
UK-level each net job created required a total of £23,178 investment, or £7,960 of
European Structural Fund expenditure.

Table UK 7.4: Net jobs against total programme expenditure in England, Scotland,

and Wales
[\ (Y fo] o1 Total Programme Expenditure EU-Expenditure
created
Total Actual £ per net iob EU £ of EU
Expenditure P creaie d expenditure expenditure per
(in £) (in £) net job created
England 45,317 £929,147,616 £20,503 £306,700,496 £6,768
Scotland 10,311 £234,189,751 £22,713  £90,978,094 £8,823
Wales 8,643 £326,354,261 £37,759 £113,928,692 £13,182
UK 64,271 £1,489,691,628 £23,178 £511,607,283 £7,960
7.6 Summary

The assessment of Programme efficiency and net impact is made difficult by the low
level of sophistication in project monitoring during that period. There were issues
with poorly defined or missing indicators, lack of guidance to project managers on
measuring performance, and lack of control over reported achievements by
Programme management. This resulted in apparent over-reporting or non-reporting of
activities and outcomes at Programme level.

The benchmarking exercise with the LEADER II ex-post evaluation was also
problematic. Similarly, LEADER II performance indicators were largely based on
recording activity as opposed to results and project impacts, and the large variety of
activities recorded in LEADER 1I did not lend itself to aggregation to a national level,
furthermore, only half of all English regions reported outcomes, and Scotland was not
included in the LEADER II evaluation.
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Albeit that the calculations must be read with caution given the above mentioned
issues, the estimated net impact of the Objective 5b Programme in the UK was 64,271
jobs (including the creation of 45,317 jobs in England, 10,311 jobs in Scotland, and
8,643 jobs in Wales). Each net job created required a total of £23,178 investment, or
£7,960 of European Structural Fund expenditure.

The overall impact of the Programme was considered by consultees to be strong in
terms of developing partnerships, management capacities, and awareness of themes
such as environmental sustainability. However, Objective 5b had a relatively small and
pre-dominantly local impact and in terms of sustainability, Programme impact and
changes to the socio-economic situation of eligible regions are probably only
detectable at a micro/project level.
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8.1 Introduction

Chapter 8 presents the overall conclusions of the study, including recommendations
and lessons learnt.

8.2 Overall programme achievements

Financial Achievements

The Objective 5b Programme in the UK involved eleven regions of which eight had
no previous experience in operating mainstream European Structural Fund
Programmes. In addition, Programme management structures depended on a
complicated system of project approval, whereby each Structural Fund was
administered by a different Government body. It is within this context that the overall
UK-Programme expenditure achievement of 96% (£1,489.7m) can be regarded as an
excellent result.

The financial analysis of Programme expenditure demonstrated that the high
investment volume benefited from the English and Welsh regions’ success in attracting
private sector expenditure.

National public sector expenditure was high, achieving 96% of its UK-budget target.

With the exception of ESF in England and Wales, Structural Funds allocations in the
three UK-countries were all met above 80% of their target. Most successful areas of
European expenditure occurred with ESF in Scotland, achieving 90 of budget targets.

The expenditure profile of the Programme, therefore, suggests that intervention rates
were relatively low with an average of 31% for EAGGF, 34% for ERDF, and 39% for
ESF. The analysis of actual expenditure profiles further showed that projects targeted
at the environment, rural community and (in the case of Scotland and Wales)
agricultural diversification had generally higher intervention rates than projects
targeted at business support, tourism, and skills development. The ambition to use
European Structural Funds sparingly and as a gap funding mechanisms has also been
confirmed in Final Reports.

Strategic Consistency

The strategic consistency and internal coherence of Single Programming Documents
has been established through the analysis of each Objective 5b region. The analysis
found that the socio-economic strengths and weaknesses of the eligible regions and
their ‘translation’ into Programme aims, priority and measure structures has been
managed well.

The ex-post evaluation has further shown that the strategic aims and objectives of the

UK-Programmes were confirmed by actual Programme expenditure, which
substantiated the Programmes’ strong emphasis on business support and tourism
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activities. Together, these themes accommodated more than half (56%) of UK’s actual
European Structural Fund expenditure.

The assessment of regional Programmes, Annual Reports and lists of approved project
titles also supported the view that approved projects fitted well with the strategic aims
of the Programmes. This was confirmed by findings of the consultations with
Government representatives, who indicated that major regional problems described in
the SPDs, such as remoteness, lack of access to business advice services, and job
creation were generally addressed successfully.

Although environmental impact was considered low, Objective 5b was seen as a
preparatory Programme and, therefore, a good learning experience for the horizontal
approach of environmental objectives currently implemented in European
Programmes. Objective 5b presented a relatively mixed approach to environmental
objectives, at times through vertical measures, at other times via the integration of
environmental project selection criteria. Performance, however, was mainly reported
under vertical measures, and initial attempts to mainstreaming environmental
objectives in a more horizontal manner usually failed to materialise. However, case
study research has produced some evidence that project activity integrated aspects of
community-based development and environmental aspects very well.

Programme Management and Partnership

Whilst the Programme has performed as strategically intended, the most sustainable
and significant impact was identified by the Programme’s achievement in creating
new and lasting partnerships between regional stakeholders and Government levels,
paving the way for subsequent European Programme implementation. Positive
partnership and capacity building effects were not only reported at Programme level,
but also confirmed at project level as the analysis of case studies has shown.

The involvement of stakeholders in Programme management bodies, such as the PMC
and Project Appraisal Groups, was generally considered inclusive, with English
regions involving more private sector organisations than their counterparts in Scotland
and Wales (which might have contributed to the success in attracting private sector
contributions in England).

The majority of regions established further management groups, local implementation
groups, and involved regional partnership bodies in the promotion of the Programme.

After the Interim stage of the Programme, a number of regions reported specific
efforts to enlarge their partnership arrangements at working group level, in order to
address certain underspends in ESF and EAGGF budgets. These efforts were usually
funded by Technical Assistance budgets and succeeded well in promoting the
Programme in a more targeted approach, in improving the quantity and quality of
project applications and, thereby, increasing the expenditure levels.

In terms of Programme delivery, good experiences were also found regarding the
employment of facilitators particularly with regard to including remote communities
and geographical areas of some of the larger Programmes, and the involvement of the
voluntary sector in opening up the Programme to communities. These pro-active
approaches to partnership pursued by the majority of UK Programmes signified high
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commitment levels and a genuine interest in making the Programme work for their
respective region.

Additionality and Programme Impact

Whilst Programme impact was difficult to establish, Final Reports of Programmes
usually reported that Objective 5b project activity had been of distinct benefit to the
rural communities. This view was supported by consultations held with Government
Office representatives, highlighting the fact that the overall investment volume of the
Programme was considered relatively small, mainly impacting on the local level in
small rural areas.

The main impact was seen in the fact that the Programme supported a considerable
number of service infrastructure projects, such as industrial sites and business
premises (136,231 sqm), access roads, visitor attractions (1,264) and tourist centres
(399), which provided a good platform for further business development projects in
subsequent Funding Programmes. Without these interventions, follow on Programmes
would not have performed as well.

The main additionality was, therefore, seen in the ability of Objective 5b to prepare
not only operational Programme management and partnership structures, but also in
the preparation of business support infrastructure for future investment, and tourism
marketing.

More over, in the context of being largely unable to assess project impact, the
successful involvement of the private sector, particularly in areas such as business
support (in England and Wales), tourism (England, Scotland, and Wales), environment
and agricultural diversification (England), can be regarded as a reasonable indicator
that project activity must have had a considerable level of legitimacy regarding
content and output focus.

8.3 Key lessons learnt and recommendations

Programme Priority and Measure Structure

The priority and measure structure of Objective 5b Programmes varied considerably
between the eleven UK regions. Programmes with vast amounts of measures were
based on highly focused approaches to disseminate Programme budgets for specific
development purposes. Whilst this approach might work well in a shorter timespan, it
proved less practical in the five-year span of Objective 5b and considerable
administrative efforts were required to adjust budgets in 1999.

Recommendation 1

It is recommended to equip Programmes with a limited amount of priorities and
measures, to allow for more flexibility of measure budgets and a wider range of
project activity.
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Even in Programmes with a smaller number of measures, the extent of virements
between measure and priority budgets was high, indicating that the planning of
Programme budget volumes was difficult. However, the administrative effort to
manage virements in Programmes with fewer measures was less demanding than in
Programmes incorporating 30 measures.

The integration of European Structural Funds and the ambition to create
complementarity and synergies between them was a less visible objective and was
seldom addressed in Programmes’ Final Reports. However, the evaluation found that
certain Programmes applied a clear and thematically consistent approach through
their design of priorities and measures, whereby integration was well facilitated. For
example, in measures such as ESF training, or capital-based infrastructure, support
was consistently integrated under each priority, thereby relating these measures
directly with the respective thematic priority. This is not only of benefit for project
integration, but also facilitates the promotion of Programmes and overall clarity of
approach and purpose.

Recommendation 2

It is recommended that European Structural Fund integration is facilitated
through a clear and consistent priority and measure structure promoting synergy
between funds.

The evaluation found that most measure budgets did not distinguish between capital
and revenue expenditure and applied a mixed approach, whereby capital as well as
revenue based projects were funded from the same measure. Due to the different size
and type of capital projects, this approach was less suitable in respect of the selection
of relevant performance indicators, and the assessment of possible employment
impacts. It is also likely that this mixed capital/revenue approach might also have
caused difficulties in budget planning respect.

Recommendation 3

It is recommended to design separate measures for capital and revenue expenditure,
in order to facilitate a clear distinction between two very different types of initiative
and to improve budget-planning decisions.

Internal Strategic Coherence

Programmes generally related well to the identified strength and weaknesses of a
region, and their strategic development aims were usually well represented by their
priority and measure structure. However, most Programmes were less well equipped
in specifying their output objectives and defining their quantitative targets at
Programme and priority level, which could have provided a framework for
aggregating project outcomes and achievements.
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Recommendation 4

It is recommended to provide suitable and coberent set of performance indicator at
Programme, priority and measure level. This should facilitate the linking and
aggregating of performance indicators between the various levels, thereby
establishing a logical flow of outcome achievements representing Programme and
priority level objectives.

At measure level, most Programmes provided a relatively substantive set of
performance indicators, which represented well the sort of project activity supported
by individual measures. While the available set of indicators related well to project
activity, many Programmes missed out on a comprehensive set of indicators, including
result-oriented and impact-oriented performance measurement. Only a few
Programmes attempted to measure raised income levels in SME or on farm holdings,
which would have helped to put recorded numbers of jobs created in context.

Recommendation 5

It is recommended to design a comprebensive set of performance indicators at
measure level, so that project activity, project intermediate results and project
impact can be recorded appropriately and in context to each other.

Programme Management

In each region, the Objective 5b Programme was managed by three separate
Government bodies, which constituted different approval, payment and monitoring
systems for each Fund. This complex managerial structure of the Programme led to
administrative difficulties such as delays in approval and payments of grants. This also
affected the integration between the Funds negatively and presented a barrier to the
efficient delivery of the Programmes. It was criticised by each Interim Evaluation,
which strongly recommended to mainstream the management of the European
Structural Funds and to make one body responsible for the approval and payment of
all three Funds. As this improvement has already been addressed in the new
Programming period, we refrain from formulating a recommendation in this respect.

Despite the complexities of Objective 5b Programme management, the greatest
challenge was experienced in the closing of the Programme. Programme Secretariats
were dissolved in early 2000 and, according to the perceptions of some consultees,
the continuity of Programme management was lost. The remaining tasks of
monitoring and gathering relevant financial and physical project data were, thereby,
made very difficult, particularly as financial control and management information
systems were not sophisticated.

Recommendation 6

It is recommended to maintain Programme Secretariat functions beyond the
completion stage of a Programme to continue monitoring, payment and reporting
procedures appropriately, and to keep them adequately staffed.
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The analysis of physical monitoring data has shown that reported project outcomes
were often overstated, and consultations with Government representatives confirmed
that project reports and performance data were seldom verified or checked by
Programme Secretariats. Recorded outcomes were, therefore, principally determined
by project managers and their understanding and interpretation of the meaning of
performance indicators. This was a particularly vulnerable area, as the Objective 5b
Programme did not provide a Programme Complement or any other information
about performance indicators, which could have informed project managers about the
correct interpretations and definitions.

Recommendation 7

It is recommended to provide a comprehensive manual listing a Programme’s set of
meaningful performance indicators, including detailed definitions and
measurement requirements. Associated training events to raise awareness and
understanding amongst project managers and Programme Secretariat Staff should
also be considered.

Complementarity

Although a number of well established Programme linkages have been reported in
Final Reports, such as regarding LEADER II, SME and the Rural Development
Programmes in Scotland, overall, the extent of co-operation and information exchange
between Programmes was perceived as small. A number of Programmes reported
good experience in appointing joint members to a number of European Programme
committees, and other sub-committee structures, whereby Programme linkages were
enhanced and awareness levels raised.

Recommendation 8

1t is recommended to provide appropriate mechanisms and procedures, whereby
complementary Programmes are linked and kept informed of their strategic and
project activities.

Programme Expenditure

In comparison to public sector and private sector spend (96% and 145% respectively),
European expenditure was considerably lower against final budget targets (82%). This
can partly be explained by the findings that Programmes applied lower than the
maximum intervention rates, thereby largely replacing European funding by private
sector resources (if reported private sector expenditure was exclusively relating to
contributions rather than private sector leverage, a distinction which may have been
misinterpreted at project leveD).

However, most Final Reports of Programmes stated that by the time of Programme
completion in December 1999, commitment rates were considerably higher than
actual declared expenditure. The question why commitment could not be fully
achieved, was, at times, explained by the fact that many projects were pre-maturely
completed due to reasons associated with the foot and mouth disease, or due to other
project planning issues.
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In addition, at the time of Objective 5b, contact with projects post-approval stage was
infrequent, and project spend reported in quarterly claim reports was seldom
questioned, with regard to taking steps to prevent underspend occurring.

Recommendation 9

It is recommended to ensure that expenditure assumptions made in project
applications are realistic estimates of required expenditure, and that reported delays
in spending and/or underspending are to be followed up by project contact and, if
required, assistance.

There were also areas of significant underspend due to a lack of commitment,
particularly concerning ESF expenditure in the larger English Programmes,. In this
context, remoteness of communities and lack of critical mass due to low density of
population was often quoted as the main reason for low numbers of applications. In
addition, the fact that market towns were often classified as non-eligible geographic
regions had a negative effect on the regions’ ability to generate a sufficient number
of projects.

A number of Programmes applied a targeted approach to address certain areas of
Programme underspend by involving wider partnerships and stakeholders, in areas
such as training, agriculture, and community projects, which was often successful.
Other areas, such as most of the Scottish Programmes, established close strategic
linkages with other Programmes, such as in the case of agricultural diversification.

Measuring Programme Performance

Whilst it can be acknowledged that Programmes and projects made good efforts in
providing data and populating monitoring systems with project records, the relatively
poor quality of Objective 5b performance data, including the high likelihood of
projects misinterpreting performance indicators and over/under reporting on essential
project outcomes, as well as poor target setting at Programme/measure level, made
the quantitative assessment of the effectiveness of the Programme very difficult.
Recommendations 4, 5, 6, 7 are relevant in this context.

Recommendation 10

It is recommended to provide realistic targets of performance indicators at
Programme, priority and measure level as well as at project level. In addition,
Programmes should identify the assumptions made in setting targets, in particular
net impact targets, including unit costs.
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8.4 Technical comments and recommendations

The ex-post evaluation was undertaken five years after the Programme’s completion
date in December 1999. This caused a number of problems, particularly with regard
to consulting with representatives who were involved in Programme implementation.
As most Programme Secretariat personnel and PMC members had moved on since
then, it was difficult to track individuals and, once successful, tap their memories on
detailed information relating to specific Programme themes and evidence of regional
impact. In addition, surveys with Programme beneficiaries and project managers,
which would have provided verification and insight into project impacts at local level,
were impracticable (and for this reason not included in the remit of the evaluation).

Recommendation 11

It is recommended to commence Ex-Post Evaluations shortly after Programme
completion in order to consult with PMC and Programme Secretariat members in a
meaningful way and to conduct beneficiary surveys with projects to verify reported
project data. Evaluations could then be dormant until Final Reports are produced to
conduct a full quantitative assessment of monitoring data.




