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Thank you for your letter of 20 November 2015 regarding the European and External
Relations Committee's consideration and scrutiny of the Scottish Government's draft budget
for 2016-17.

As you know, on Wednesday 16 December the Deputy First Minister will publish the draft
budget for 2016-17. In terms of your request for level 4 data, the Written Agreement
between the Scottish Government and the Scottish Parliament establishes a 10 working day
deadline for that information to be made available following the draft budget publication date.
Officials will endeavour to provide that information as quickly as possible, and it will be made
available to Committees through the usual channels.

Your letter set out four specific areas on which the Committee was seeking information.
Firstly, on EU Structural and Investment Funds, my colleague Keith Brown MSP, Cabinet
Secretary for Infrastructure, Investment and Cities wrote to you on 8 December and I hope
you found this helpful.

Secondly, on EU competitive funding programmes, and as the Committee knows, we cannot
give a comprehensive picture of all the money Scotland receives because government will
not always be party to (or funders of) many of the projects in which partners are involved.
There has however been significant progress in promoting Scottish access to EU competitive
funding, building on the "hub and spoke" approach which I outlined to the committee last
year. In particular, working with Scotland Europa, we launched in early 2015 the internet-
based EU Funding Portal to provide a one stop shop to all potential applicants for funds,
providing comprehensive information on all EU funding instruments (competitive and non-
competitive), advice on how to apply for funding calls, a brokering service linking potential
partners and a database of past projects in which Scotland has been involved. The portal is
now well underway in its task of improving and broadening knowledge of EU Programmes,
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with the ultimate aim of leading to a greater variety and uptake of EU funds by Scottish
organisations.
I gave a clear account in my last submission of where Scotland stood in 2014 in terms of
outcomes under the previous round of competitive programmes (2007-2013). We are now
focusing our work with Scottish partners to prepare for greater efforts to put in place the
partnerships and proposals which will be required to succeed in the 2014-2020 programmes
focusing on:

• Horizon 2020 - We continue to support and promote engagement in Horizon 2020
including through events targeted at specific sectors and are seeing the benefits of
this sustained effort. Most recent figures (July 2015) indicate that Scottish
organisations secured over €111 million of funding, around 10.5% of all UK funding.
Of particular note is success in the SME Instrument. Scottish support is primarily
delivered through Enterprise Europe Scotland, which has developed a tailored 'Client
Journey' initiative that provides intensive support for a select group of businesses
through the application process. Latest information shows that of the 34 companies
applying for this highly competitive programme, 9 .have been successful with
accumulated grant funding of €9 million.

• INTERREG - Within the Northern Periphery Programme a total of 13 projects with
Scottish partners have been awarded ERDF and include: RECENT which aims to
increase energy knowledge in rural communities, and help them to have more
resilient and energy efficient public infrastructure capable of handling climate change
related risks (International Resources and Recycling Institute); COOlRoute which aims
to investigate logistics and business potential to establish a bi-directional yacht
cruising route along the offshore areas of the Northern Periphery Area (Glasgow
Caledonian University; Blue Seas Marinas); REGINA which will develop an
innovative, strategic model for protecting, promoting and developing cultural and
natural heritage (North Highland College UHI, Environmental Research Institute); and
eCAP which aims to solve problems in the delivery of mental health promotion and
child and adolescent psychiatry services to remote areas (University of Aberdeen). Of
the recent awards made under the North Sea Region Programme, 6 approved
projects with Scottish partners were awarded ERDF of €1.6m, and include: BwN
which aims to make coasts, estuaries and catchments more adaptable and resilient to
the effects of climate change using joint transnational monitoring programmes and
state-of-the-art analysis methods (Scottish Government; Tweed Forum; SEPA); DUAL
Ports which aims to decarbonise regional ports resources through a shared eco-
innovation port programme that minimises their environmental footprint (Fair Winds
Trust; Orkney Islands. Council); NorthSEE which will launch a .sea-basin wide
coordination process among marine spatial planning authorities in the North Sea
Region (Scottish Government); and SHINE which will implement integrated business
models for the healthcare economy based on the regions' smart specialisation
strategy (NHS Highland).

• ERASMUS - The latest UK statistics for the Erasmus+ 2015 calls have been
published by the UK National Agency for Erasmus show that €112.6m has been
awarded so far in 2015, to a total of 846 applications. From Scotland, there were 151
successful applications, 15 on the reserve list and 92 unsuccessful applications.
Scottish organisations submitted 16.4% of all UK Erasmus+ applications in the first
round of calls, and Scotland's overall share of successful applications was 17.8%. 151
projects in Scotland were awarded funds in schools (83), higher education (33),
vocational education and training (21), youth (12), and adult education (2) to a total
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value of €12,933,893 or 11.5% of the total sum awarded (from the UK budget of
€112,631,566).

• Creative Europe - In the most recent round of funding for Cooperation Projects under
the fund's Culture Sub-programme - Spring 2015 - five projects partnering Scottish
organisations with counterparts from around Europe were successful in securing
funding. In total, these projects secured around €3.6 million through Creative Europe.

• LIFE - Until two years ago the UK did not fulfil its indicative allocation for LIFE funding
but as a result of a concerted effort to address this in the UK and Scotland there is
now a good stream of projects that are currently funded, in application stage or being
considered for future funding calls. Currently-funded projects based in Scotland or
with significant elements in Scotland include LIFE Pearls in Peril - a project led by
Scottish Natural Heritage (SNH) to conserve the threatened freshwater pearl mussel
species in Scotland's rivers; LIFE SMART Waste - a cross-border project co-ordinated
by the Scottish Environment Protection Agency (SEPA) to tackle waste crime and
LIFE Hen harriers - an RSPB project to protect the hen harrier from illegal persecution
in northern England and southern Scotland.

• EFSI - officials are continuing to meet with promoters of Scottish projects which may
be eligible for EFSI funding in order to raise awareness of the Fund and its eligibility
criteria. These cover a wide range of innovative projects across a number of different
sectors, many of which are at an early stage of development. We are brokering
contact with the European Investment Bank regarding the support that might be
offered to enable these projects to demonstrate the necessary commercial and
technical feasibility requirements.

In parallel we are developing plans to launch in 2016 an innovation and investment hub in
Brussels. The objectives for the hub are being developed, but the overall purpose is to
enhance Scotland's voice and influence on EU innovation, industrial and investment policy.
The focus is likely to be on projects that could make the most significant contribution to the
achievement of Scotland's economic objectives and developing influence and opportunity
creation through EU partnerships and networks with Member States and territories, building
on the experience of the Vanguard initiative and other European partnerships.

Thirdly, the costs of accommodating and supporting refugees in Scotland under the Syrian
Resettlement Programme will be met by the Home Office. The £1 million allocated by the
Scottish Government for preparatory work will be met from existing resources available to
Scottish Ministers as part of overall management of the Scottish Budget. Those
arrangements will be set out as part of the formal Budget Revision processes that take place
during the course of each financial year and which are subject to Parliamentary scrutiny.
Commitments in future years will be set out in the Draft Budget document relevant to that
financial year, which follows a similar path of scrutiny. Fourthly, the recent £300,000
allocation for humanitarian assistance came from the International Development Fund
(£200,000) and the European Relations budget (£100,000).

Turning to the aspects set out in the annex to your letter, the change to the original budget of
£15.5 million in 2014-15 to £13 million was not a budget reduction but was a result of in-year
transfers to other areas of the Scottish Government for the European and External Affairs
(EEA) contribution to planned activity. The £1 million underspend was a result of small
underspends across all budget allocations.
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In relation to the 2015-16 EEA budget, as in past years, and as part of robust internal
monitoring processes and in line with good practice, we have taken the opportunity at the
Autumn Budget Revision to ensure that we maximise the budget available in 2015-16
through some reprioritisation of spending. This proactive budget management strategy is
reflected in the portfolio schedules. .

The Migration budget line predominantly provides core funding to the COSLA Migration,
Population and Diversity (MPD) Team, and to the Immigration and Visa Support Service
(IVSS) in Scottish Enterprise's TalentScotland. Migrants are vital to Scotland's economic
and demographic future, and the work of these teams supports Scottish Government
objectives, in particular our Population Target to match average European (EU15) population
growth over the period from 2007 to 2017.

The MPD team supports local authorities in their migration related roles and functions. More
information on the work of this team and their current outcomes is published at
http://www.migrationscotland.org. uk/our-priorities/national-outcomes. IVSS offers guidance,
support and information to businesses to help them access, attract, recruit and retain highly
skilled international talent; and support to inward investment companies with their
immigration and relocation needs. Both teams agree priorities with the Scottish Government
and report regularly upon work to progress these. The Migration budget line also provides
for some staffing costs for members of staff working on migration related issues. These staff
have been recruited and are managed in accordance with standard Scottish Government
procedures.

All spending from the International Relations budget is allocated on the basis that it meets
the requirements of the International Framework and country plans. Funding is scrutinised
to ensure that best value is being achieved and that any areas where savings can be made
are identified. In terms of international visits careful consideration is given to ensuring that
staff numbers are kept to a minimum; the cheapest appropriate flights are taken; and
accommodation is on the basis of providing the best value for money. Ministerial visits are
designed to cover a wide range of portfolio interests to ensure they have maximum impact.

The European Relations budget primarily funds the work of the Scottish Government's
European Relations Teams in Brussels and Edinburgh. Both teams work towards the
objectives of Scotland's International Framework and the Action Plan for EU Engagement by
deepening the Scottish Government's relations and promoting Scotland's reputation with the
EU institutions and key European partners. Their engagement serves to support the delivery
of Scottish Government domestic and international objectives and supports essential work
relating to the EU reform agenda, and the upcoming in/out referendum regarding the UK's
EU membership. When opportunities arise they also work with colleagues in Scotland
Europa and lead policy areas across all portfolios to support the leverage of EU competitive
funding as set out earlier in this letter. Examples of the outcomes of this work are available
on our webpages at www.gov.scot/europe.

The Scottish Government is committed to rigorous monitoring and evaluation procedures for
all funded activity, for example in relation to our International Development Work. This
ensures that spend from the International Development Fund (IDF) is effective and achieves
its outcomes and priorities as well as delivering value for money. Each funding round is
designed working with expert independent assessors and in consultation with international
development civil SOCiety networking organisations. For the Malawi Development
Programme funding rounds the Scottish Government additionally consults with the
Government of Malawi, to ascertain its current priorities within each of the four agreed
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themes under the 2005 Cooperation Agreement. Those Government of Malawi priorities are
then incorporated into the funding round

All applications for funding under all our international development programmes (Malawi,
Sub-Saharan Africa, South Asia and Small Grants) are assessed by external experts against
essential eligibility and assessment criteria - this provides a high level of scrutiny, both of
financial budgets as well as project design. Grant applicants must include audited or
independently verified accounts and must also provide a risk assessment and risk
management plan for their proposed project. The Assessment Criteria applied incorporate a
number of core areas including: project need; project design; financial viability; quality and
capability of partnerships; evidence of applicant's commitment/capacity to conduct thorough
and rigorous monitoring and evaluation; effective project and programme management; and
an exit strategy to ensure sustainability of projects. Only projects that attain high standards
across core criteria are recommended for funding.

Following a conditional offer of grant based on a set of Terms and Conditions, the Scottish
Government monitors projects regularly, requiring formal six monthly reports on progress,
both narrative and financial, in addition to routine contact. These formal reports are
scrutinised against the five OECD DAC Criteria for Evaluating Development Assistance
(Relevance, Effectiveness, Efficiency, Impact and Sustainability) and staff work closely with
grant holders to ensure progress is satisfactory, against agreed objectives and budget. Only
once a report is satisfactory and the grantee continues to adhere to the· Scottish
Government's grant terms and conditions will the next tranche of project funds be released.

In terms of facilitating spending across other portfolios on international work, the Committee
will be aware that the Scottish Government has no dedicated budget for humanitarian
aid. Therefore any contribution to the response to a humanitarian crisis is sought from
across Government portfolios. For example Scottish Government support for the responses
to crises in Syria, the Philippines, and the Ebola crisis in West Africa were funded from a
number of portfolios including CEEA, Health and Environment.

As we have noted to the Committee in previous correspondence, the Scottish Government is
working across its Ministerial portfolios to support international aims for education, climate
change and water as detailed below:

• Education: Education Scotland have an increasing role in development work. A new
formal agreement on inspection and improvement in education was signed in
Lilongwe, Malawi, in January 2014 between the Scottish and Malawi Governments,
heralding a new and exciting era of strategic engagement, focussing on sharing
knowledge and skills to support improvements in Education. Separately, global
citizenship is already embedded in Scottish education through Curriculum for
Excellence and Education Scotland are providing support and guidance to schools
around the country in taking this forward.

• Climate Justice Fund (CJF): The £6m CJF aims to address the needs of climate
vulnerable people, particularly recognising the disproportionate effect the impact of
climate change can have on the poor, and women and children in developing
countries. The Fund has been supported by Hydro Nation monies from the
Environment portfolio and involves close working between International Development
and International Low Carbon teams within the Scottish Government.

• Water management: Scotland is the world's first 'Hydro Nation' - using our water to
boost the economy, reduce carbon impact, protect the environment and contribute to
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global need. Under the Hydro Nation agenda there has been joint working between
Scotland and Malawi at an official level on water resource management, governance
and legislation: peer-to-peer knowledge sharing on key issues has informed new
legislation introduced by both countries in updating aspects of water law and dialogue
has highlighted many common areas of interest including water-resource
management, community management of assets and increasing public engagement.
Scotland the Hydro Nation will work further together on these aspects as part of its
focus on improving rural provision."

The International Development Fund has a number of projects in the Malawi Development
Programme which have strong climate change elements within them, but where the primary
focus of the project is economic development. For example, the Oxfam project that Mr
Yousaf visited recently in Malawi - "Women farmers access value-chains and adapt to
climate change" project - sits under the economic development strand of the Malawi
Cooperation Agreement, but also has a climate element to it.

Likewise, there are a few projects in the South Asia Development Programme under the IDF
which have a water and/or climate change element to them, eg: Opportunity International's
"Empowering communities for water, sanitation, hygiene and clean energy" in Bihar,
India; and Bioclimate's "Empowering 1950 women in Pakistan's Thar desert
and strengthening their climate resilience through an integrated approach to natural resource
management and enterprise" project in Sindh Province, Pakistan, where part of the overall
project aims are to improve access to clean water for families.

The Climate Justice Fund (CJF) was established in recognition that the poor and vulnerable
are worst affected by climate change, puts people and human rights at the centre of
decision-rnakinq on global development, and aims to distribute the risks and benefits of
climate change equitably. It aims to address the needs of climate vulnerable people,
particularly recoqnisinq the disproportionate effect the impact of climate change can have on
the poor, and women and children in developing countries. The CJF therefore takes a
human rights-based approach to programmes and services to promote human rights,
address equitable distribution of impacts and benefits of climate change, and the
strengthening of civil society - the focus of the CJF projects to date has been on climate
change adaptation, through better water management, in recognition that climate will impact
on water availability and quality. That focus to date on water projects reflects that the CJF
has been supported by Hydronation monies.

There are clear synergies therefore, rather than an "interface", between some IDF projects
on the one hand, and CJF projects on the other. What all projects under the IDF and CJF
share, however, is that they contribute to SG's support for the global commitment on poverty
alleviation. It should also be highlighted that the new Sustainable Development Goals are
also predicated and framed on the basis of the international agreement that issues such as
poverty, inequality, climate, environment, health, education, energy access etc are all
universal, indivisible and inextricably interlinked. In response to this, Scotland's seeks to play
its part as a good global citizen, continuing to make distinctive contributions in addressing
global challenges such as climate change, tackling inequality & promoting human rights,
sharing our knowledge, skills & technical expertise for global good, in line with the
International Framework.

The First Minister and Minister for Environment, Climate Change and Land Reform
represented the Scottish Government at the UNFCCC COP21 climate change conference,
participating in bilateral meetings and speaking engagements to promote Scotland's track
record on action on climate change - one of the most significant challenges of our age. The
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Scottish Government will update the Parliament on the outcome of conference at the earliest
opportunity.

I hope this information is helpful, please let me know if further questions arise from your
budget scrutiny process. I am copying this letter to the Committee Clerks.

FIONA HYSLOP
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