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Summary 
 
SCVO believes that third sector organisations have a critical role to play in 
addressing the challenges of the 21st century. European Union funding is a key 
financial instrument which supports third sector organisations across Europe to 
contribute to the goals of Europe 2020.  
 
SCVO believes that European Union funding must: 
 

 Be easier for smaller organisations to access  

 Be less bureaucratically burdensome  

 Be more consistent in its approach to funding across all thematic funding 
programmes of the EU  

 Ensure a key role for third sector organisations in setting priorities  

 Avoid domestication of the funds  
 
Introduction 
The Scottish Council for Voluntary Organisations welcomes the opportunity to submit 
written evidence to the European and External Relations Committee for its round 
table session on EU Structural Funds on the afternoon of 13 December.  
 
We would like to contribute to the following areas: 
 

1. Scotland’s third sector experience of accessing and using European 
Structural Fund money 

 
2. Scotland’s third sector share of the funds in the current programme 

 
3. SCVO’s view on the current programme and how it could be improved 

 
4. SCVO’s view on priority areas for post-2013 funding 

 

The third sector and European Funds 

European Funds, both those available domestically through ESF and ERDF and 
those accessible directly from Brussels, can provide precious resources to third 
sector organisations and fund their efforts to increase social cohesion in their 
communities by: 

 Reaching out to, engaging and involving the most disadvantaged 

 Offering help to overcome barriers to entering the labour market 

 Providing opportunities to learn from peers across Europe through exchanges 
of volunteers or staff 

 Exchanging views, information and identifying knowledge to help shape policy 
 



European Structural Funds 
 
Civil society and third sector organisations are a key partner in the delivery of 
European Social Funds (ESF) and European Regional Development Funds (ERDF). 
These are primarily delivered at the local and regional level to enable frontline 
service users to access new opportunities. In the current programme the total funds 
available in this country are approximately 800 million Euros, but third sector 
organisations only received approximately 11% of this funding. There is now a real 
opportunity to increase this proportion by: 
 

 Better information and training on how to access the funds 

 Simplification of the application and accounting processes 

 Recognition of different forms of match funding, including volunteer time as 

match 

 Wider range of size of contracts to ensure they are accessible to smaller civil 

society organisations 

 
Opportunities for civil society and the third sector to participate in the ESF and ERDF 
Programmes post 2013 would increase if strategic involvement of the sector in the 
design, implementation and monitoring of the programmes were ensured. 
 
European funds for exchange of good practice 
 
There is a wide range of funds available including ‘Europe for Citizens’ Programme, 
Grundtvig and Leonardo. These funds take the form of grants rather than contracts 
and provide opportunities and access for civil society organisations, of all sizes, 
volunteers and learners, to get involved in transnational work through placements, 
seminars, workshops and much more. It is important that these funds continue. 
 
Scottish third sector and share of the funds 
 
In the Highlands & Islands ESF programme the third sector has been awarded 25% 
of the available funds whilst 75% go to the public sector (colleges & universities, 
local & central government and other public agencies). In the ERDF programme the 
third sector receives only 18% of the available funds with 82% going to the public 
sector.  
 
In the rest of Scotland (LUPS area) the third sector by 2009 had received only 2.5% 
of the available ERDF funds and 18% of ESF funding. However some awards 
contained within the Local Authority bids will have been directed to third sector 
partners in these projects, particularly in the ESF programme.  
 
It is still unclear what proportion of the strategic awards to Community Planning 
Partnership (CPPs) will filter down to local third sector organisations. Clearly those 
organisations will be ambitious to work with the CPPs in delivering services agreed 
by the local plan and eligible under the expenditure criteria. However, given the 
variable nature of real community involvement across all the CPPs to date, it is 
unlikely that there will be consistent access to these strategic awards by local third 
sector organisations.   



It is clear that the distribution of funding is significantly disproportionate, with the 
state in several guises accessing more and more of these funds as opposed to truly 
enabling community empowerment. 
 
As levels of EU funding drop, the ability of third sector organisations to attract match 
funding equally diminishes. As greater amounts of Government and Local Authority 
funding is used to match greater ESF awards in the Public Sector, local third sector 
organisations involved in economic and social inclusion programmes will experience 
further reductions in local funding.  
 
This, combined with new limitations in expenditure eligibility and time-consuming 
audits, has reduced both the added value the third sector can provide, and its 
appetite for European programmes. There is a serious risk of further disengagement 
of many organisations traditionally involved in assisting harder-to-reach people to 
access the necessary support required to enter the labour market and be active in 
their community.  
 
It is arguable therefore that the role of the third sector in contributing to local 
economic, social and environmental development has been substantially reduced. 
 
What could be improved? 
 
It is essential to transform the funding environment to enable better access to EU 
funds. SCVO believes the following key areas must be addressed: 
 

 Ensure volunteer time can be used as match funding thus enabling 
organisations to access existing ESF/ERDF funds  

 

 Ensure small awards continue and re-introduce a global/Community Grants 
programme to ensure smaller organisations can access funds in an easy 
format 

 

 Implement less bureaucratic accounting procedures with simpler processes 
for applying and reporting on EU funding 

 

 Provide adequate funding for technical assistance and encourage take-up to 
ensure that training and support is provided for all types civil society 
organisations to access ESF/ERDF funds across the country.  

 

 Develop and implement innovative approaches to the funds, working in 
partnership to identify how social investment funds will be made available 
through intermediaries in the coming year 

 

 Provide opportunities for more transnational exchanges. European funds 
provide a unique opportunity for the Scottish third sector to share best 
practice and deliver projects in partnership across Europe, including inter-
cultural organisations 

 

 Keep it local, ensuring flexibility of funds to connect directly to local level 
outcomes and initiatives that maximise local match funding  



 

 Permit flexibility in the intervention rate, thus allowing adaptation to mitigate 
the impacts of contraction in available match funding for the third sector 

 

 Re-instate the cash advance  
 

 The interpretation of the State Aids rule has a detrimental effect on community 
groups accessing European Funding to generate future income. Efforts 
should be made to use the derogation powers given the current economic 
climate, to challenge whether the concept of  the State Aid rules as applied to 
small projects (under a few million euros) are appropriate. 

 
INTERVENTION RATE 
 
The third sector in Scotland is struggling to find match funding for essential services 
which are funded through the European Social Fund (ESF). The current economic 
crisis has caused a dramatic reduction in available public expenditure and low 
interest rates have reduced not only the size of endowments in Trust Funds but also 
the income from any assets which the sector might hold. These factors have 
dramatically reduced the finance available to match to ESF.  The lack of match 
funding will affect the whole programme especially in meeting programme financial 
targets (N+2), and as a nation we could risk having to hand money back to the EU 
rather than spending it on the people of Scotland.  
 
In many instances local organisations able to assist people furthest from the job 
market are well placed to add value and generate social capital through volunteering. 
This tends not to be true in larger organisations or Local Authorities. Paradoxically 
these smaller organisations also have less access to match funds and struggle to 
achieve the current thresholds required.  
 
A relaxation in the intervention rate has recently been approved in order to meet the 
demands of the current programme. However, it has not gone as far as the LEADER 
programme allowing for an increase in the intervention rates up to 90. Adapting the 
programme would enable charities and third sector organisations to meet the 
unprecedented needs of people and communities in the current economic climate.  
 
MATCH FUNDING 
 
It is essential that there is increased flexibility in match funding in response to 
serious concerns about the future of the funds and the ability of the third sector to 
utilise them. The following changes are needed:  

 Improve the eligibility of in-kind match allowances  

 Allow easy changes in sources of declared (at project application) match 
funding 

 Better recognise the real core costs of organisations in delivering projects. 
 
The new structural funds regulations should continue to allow for the use of volunteer 
time as match funding in-kind enabling smaller third sector organisations which are 
cash poor but rich in human capital to participate meaningfully in future programmes. 
 



REINTRODUCE THE CASH ADVANCE 
 
The previous programme permitted a 30% cash advance against planned 
expenditure. This may be less important for ‘resource rich’ applicants from the public 
sector but is of major importance to the third sector. The removal of the cash 
advance has resulted in the structural funds not being on a level playing field and 
has marginalised Scotland’s third sector from receiving the funds as they cannot take 
the cash flow risk. There is an important equality principle here, as European Funds 
are not distributed on the basis of need, but instead on the basis of who can wait up 
to one year for their outlays to be paid back. 
 
If funding in advance is provided on a quarterly period with appropriate monitoring of 
projects to ensure outcomes are achieved and expenditure is eligible then there 
would never be more than one quarter's funding at risk of being 'lost’.  By having 
cash advances the programme would be more accessible to a much wider range of 
organisations.  The benefits of allowing small groups to participate in projects are 
likely to be far outweighed by the occasional group from whom funds will not be 
recovered.  Structural funding is about innovation and creativity and as such should 
be a funder that must expect some projects not to succeed. 
 
ELIGIBILITY RULES 
 
Many eligibility rules disadvantage third sector organisations as they are unable to 
cover the true costs of the project. For example, not being able to claim management 
costs, payroll, ICT, archive and interest charges means a third sector organisation 
has to find the money to pay for these costs. 
 
Eligibility rules are subject to domestic interpretation, so there is considerable 
discrepancy in the application of funding rules between countries. Third sector 
organisations should be involved in the writing of eligibility rules and impact assess 
the rules against the effect on third sector organisations and public bodies 
separately.  
Other rules such as tendering do not take into account the rural dimension. There 
are some remote rural locations where it is not possible to tender project costs so 
there is a need for a provision for community groups to be able to proceed with work 
where only one quote /tender is obtained. The threshold for tendering is often tied up 
with Local Authority requirements (where they are match funders).  These are often 
more onerous than the EU requirements. 

PRIORITIES FOR POST-2013 

Developments in social innovation opportunities across Europe 

As the focus on innovation intensifies both at home and Europe we hope to 
contribute to key debates, and relate this information to our members with a view to 
maximising participation of Scotland’s third sector in EU funded programmes. It is 
increasingly clear that future programmes will develop a direct strand for social 
innovation and social enterprise through: 



 European Investment Bank: this infrastructure bank is in the process of setting 
up the European Social Investment and Entrepreneurship Fund which will aim 
to invest between 50-100 million euros in coming two years 

 European Structural Funds: it is proposed that the next cycle of ESF and 
ERDF include an express priority for investment in social enterprise  

 The Progress programme: this will provide the basis for a new European 
Union Programme for Social Change and Social Innovation from 2014, 
which will aim to invest a further 90 million euros in this area 

 
These developments across Europe must be complementary to Scottish and UK 
policy priorities and financial mechanisms in order to avoid duplication, overlap and 
waste.  

The proposed EU Budget 2014-2020 

The negotiations on the EU budget (Multi-annual Financial Framework) are currently 
underway with different Member States negotiating on the optimum size of the EU 
budget; we are working closely with partners across Europe through the European 
Network of National Associations (ENNA) to identify opportunities for the sector in 
the budget post 2013. This will include: 
 

 Specific size of EU Structural Funds Programmes and priority areas 

 New programmes for third sector, including the Programme for Social Change 
and Social Innovation  

 
In the summer of 2011 the EU budget for 2014 and 2020 was published, worth one 
trillion euros and based on a 5% increase in resources. This is likely to lead to 
protracted negotiations with Member States advocating freezes rather than 
increases.  Cohesion policy 2014-2020 will be worth €336 billion of which €212 
billion is to be set aside for ERDF and €84 billion for ESF (an increase of €10 billion).  
 
The latest important development has been the publication of the ‘legislative 
package’ for Cohesion Policy including: one general regulation setting common rules 
for: 
 

 Common Strategic Framework (CSF) Funds (ERDF, ESF, Cohesion Fund, 
EAFRD and EMFF) 

 Specific regulations for ERDF, ESF and Cohesion Fund; 

 Two regulations for Territorial Cooperation (Interreg) and the European 
Grouping on territorial cohesion; 

 Two further regulations for the European Globalisation Fund and; 

 A new programme proposal called Social Change and Innovation (possibly 
combining the current Progress, EURES and Progress Micro-finance facility). 

 
Whilst these proposals will need to be negotiated with Member States and the 
European Parliament – and therefore may be subject to change - SCVO is hopeful 
that substantial changes will not be made as the NGO sector across Europe feel this 
is a good legislative package.  However as the shape of these new funds becomes 
clearer, it is hoped that there will be an opportunity for organisations to learn from 
others and identify new partnerships within their project plans.  In December the 



European Commission will publish a communication detailing the investment 
priorities for all the funds (Community Strategic Framework) on which there will be 
a consultation in January or February 2012. It is vital that these investment priorities 
have a strong strategic fit with Scottish investment plans and reflect the needs of 
Scotland’s communities.  
 
Key policy areas which should be reflected in national plans 
 
Growing Community Assets  
In the run up to the 2011 Scottish elections, SCVO produced a third sector manifesto 
‘How to do things differently’. The manifesto proposed ideas to develop the third 
sector and set challenges for the next government to transform the lives of millions 
across Scotland. A key theme explored in the manifesto is ‘empowering 
communities’ and utilising assets to develop healthy and happy communities. Under 
this key theme SCVO highlighted ideas such as increasing community owned 
assets, introducing urban right to buy and potential community benefits from 
renewable energy. 
 
European Funds should be allocated to support community groups to take control of 
and manage assets. These physical assets provide a focus for the community, 
increase community cohesion and act as a catalyst for a wide range of voluntary 
action.  Funding should be flexible to allow different models for the transfer of 
management, from leasing to ownership.  
 
Community owned renewables 
Community ownership of renewable energy projects presents a unique opportunity 
for a sustainable source of income for communities. For communities to benefit fully 
from the development of renewable energy and other low carbon initiatives they 
must also be supported and encouraged to develop their own community-scale 
projects where all surplus revenues flow into the community. We would like to see 
European funding being accessible for communities who wish to gain a significant 
stake in future renewable energy projects. European Financial frameworks must 
allow for catalyst funding which result in income generating projects and businesses. 
 
Regeneration 
Reductions in the availability of funding mean that we will have to be smarter about 
how we resource regeneration.  European structural funding should support 
communities to take the lead on designing and delivering projects that will 
regenerate their own communities. This will not only bring about improved outcomes 
but also ensure money is targeted effectively.  SCVO supports the assets-based 
model for community development which could transform approaches to 
regeneration. The assets-based approach looks at the potential in communities and 
identifies the physical, human and social assets that already exist. This provides a 
strong foundation to build on, empowering communities and allowing the resources 
already present in the community to be engaged effectively. 
 
 
Prevention Agenda 
The benefits of preventative public services are now widely accepted in Scotland 
particularly following the report of the Christie Commission. Preventing problems 



from degenerating into crises, or preventing problems arising in the first place, has 
become a priority for the Scottish Government, given that it delivers better outcomes 
for the people who use services and saves the public sector money. Prevention has 
long been an objective of many third sector organisations and the sector is well 
placed to take the agenda forward, utilising past experience and expertise but only if 
coupled with the necessary resources. 
 

 An initial focus on a small number of policy areas where reducing demand 
would save the most money and where there are existing projects, e.g. older 
people, reducing reoffending and early years. 

 The third sector recognises that it needs to step up to the challenge of proving 
that it can build on its practical experience in prevention to replicate and 
upscale its existing projects, but it will need additional resources to robustly 
evaluate its impact.  

 The barriers that prevent or obstruct the upscaling and replication of existing 
preventative projects must be addressed; the complexities and high costs of 
rolling out a local project across the country, and a lack of coordination within 
different parts of the public sector are holding back prevention. 

 
SCVO believes that a greater emphasis should be placed on preventative spend and 
early intervention projects.  Creating activity that is financially sustainable will require 
a shift in the way revenue is spent. But we need preventative approaches to be given 
recognition for the potential they offer to our communities as well as the financial 
savings they produce.  The third sector is ideally placed to deliver on prevention. 
European structural funding and policy frameworks must have strategic fit with this 
agenda.  
 
Unemployment 
 
Scotland’s third sector continues to play a pivotal role in helping to build the skills 
and confidence of people and getting them into work. Over the years the third sector 
has demonstrated that its people, services and interventions can help the most 
disadvantaged get back into the workplace and stay there. The third sector must be 
at the heart of designing the policy and programmes which will help tackle 
unemployment in Scotland. European investment priorities must enhance and 
complement national strategy and provide a key role for Scotland’s third sector.  
 
Conclusion 
 
SCVO believes there is significant room for improvement before EU funding 
achieves its full transformational capacity in local communities where the third sector 
has the most impact. Changes to the financial process, such as eligibility rules, 
intervention rates, audit and reporting will increase the third sector’s ability access 
and make effective use of these funds.  
 
We believe cohesion funding, spent at the local community level to strengthen the 
poorest communities, should continue to exist but that the EU Budget negotiations 
for 2014-2020 should deliver far more flexibility and a much greater emphasis on 



locally based solutions for local communities, with a view to enabling innovative 
small local organisations to also benefit from this funding.  
 
A recent change in Scotland (not the Highlands & Islands) has brought about a 
threshold size for projects (£200k) eligible for European funding. Whilst this brings 
efficiencies in managing the programme and helps meet spending targets more 
quickly, it marginalises small innovative projects operating in local communities who 
are most likely to be providing the best local solutions. The result is that programmes 
are at times unequally distributed and their impact on communities is patchy.   
 
SCVO believes that particular emphasis should be given to changes to the European 
Structural Funds which is a major source of funding for third sector organisations. 
Large funding programmes like ESF or the EU Research Framework Programme 
(FP7) and others are often designed in a way that favours large consortiums which 
are not always in touch with local communities and community groups. Large 
consortiums may also lack the innovative and entrepreneurial approach to maximise 
the impact of EU grants.  
 
At the heart of the European structural funds are key horizontal themes of equality, 
human rights and active citizenship. The location of these themes today is widely 
recognised as being the space between the state and the market or what we might 
call community or civil society. This is also the location of the operations of third 
sector organisations. The protection and enhancement of human rights and equality 
and the celebration of diversity and difference are fundamentally important to 
organisations working in civil society with marginalised people.  
 
 
Therefore it is vital that these funds are not domesticated (funded at source by 
national governments) and contracted out to the third sector. Scotland’s communities 
are best served by a thriving third sector that can access funds independently, based 
on models of delivery that are designed by their users and influenced by local people 
and operating environments.  
 
The proposed EU 2014- 2020 Budget has a renewed focus on creating an economy 
based on social innovation. It also focuses on the creation of jobs and sustainability. 
SCVO sees this as offering potentially good news for the third sector, as we have a 
proven ability to meet the needs of the most disadvantaged in society and generate 
more jobs. The value of this activity and its outcomes must be recognised in 
meaningful and practical ways in the next programme.  
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