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Executive Summary

Hatch was commissioned by Invest Northern Ireland (Invest NI) to undertake an independent
evaluation of its Local Economic Development 2 (LED 2) Measure of the ERDF (European Regional
Development Fund) Investment for Growth & Jobs Programme 2014-2020 (EUIGJ).

Context and Background

In total 41 LED 2 projects were approved by the Invest Nl approvals process. The projects were procured
out for delivery and implemented through the 11 Councils under the EUIGJ 2014-2020 programme,
which received funding from the European Regional Development Fund (ERDF). The aim of the LED 2
measure was in practical terms “to increase the capacity of micro and small enterprises (0-49 employees)
to improve their competitiveness, grow, export and create jobs.”

The EUIGJ programme had two overarching targets in pursuit of this aim:

Specific Objective What does success look like

Contribute to the increase of the number of high growth
SMEs in Northern Ireland from 695 in 2013 to between
1,300 and 1,500 in 2023.

To increase the number of high growth
SMEs

Contribute to the employment increase in Northern
Ireland micro and small enterprises from 297,000 in 2013
to between 333,000 and 339,000 in 2023.

To increase the number of employees
in Micro & Small Enterprises

Objectives

The LED 2 measure was only one element of the EUIGJ programme, and its targets were focussed
around creating jobs in SMEs and identifying high growth companies for Invest NI to engage with
directly. The nature of the jobs target was affected by COVID19 and later stages of LED 2 supported
projects with the intention of sustaining jobs as well as creating them. Across the 41 projects within the
LED 2 Measure the three targets were:

i Job creation - to create 19,978 jobs in supported businesses.

9 Quality referrals to Invest NI - to refer 968 businesses to Invest NI that meet its criteria as
high growth potential businesses.

9 Sustaining Jobs - to sustain 1,214 jobs in supported businesses.
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Inputs and Activities

Inputs

Funding was allocated to Councils to deliver capability development projects through mentoring,
workshops, skills development, etc. The ERDF budget funded 60% of eligible costs, with 40% match
funding to be split equally between Invest NI and the local council(s) promoting each project.

TABLE 1: SUMMARY OF LED 2 PROJECT SPEND

22.27 4.45 13.35 4.45 22.244  4.06 12.2 4.06 20.32

Source: Hatch analysis of Invest NI monitoring data

Of the 41 LED 2 projects, total eligible costs of £20.32m was spent by councils to support their projects,
with a total £16.26m of total assistance paid to councils from ERDF and Invest NI.

Roles and responsibilities

Invest NI’s role in the LED 2 Measure was to work in partnership with the 11 Councils to support them
develop and implement local economic development projects. In this first instance, Invest NI was
responsible for engaging with Councils to help them scope out and identify potential projects suitable
for LED 2 support.

Invest NI
Invest NI also delivered ongoing engagement with Councils in the following areas:

9 Appraisal of the LED 2 projects in line with Invest NI’s existing processes.
Project approval at the appropriate delegated authority level.

Project monitoring and project PPE’s

Governance and compliance, including ERDF and De minimis checks.
Stakeholder and partner engagement

Referral and pipeline management

= =A =4 =4 = =4

Budget Management.

Councils
The business support activities provided under LED 2 were developed to respond to the bespoke needs
of the council area and its business base. Once projects were approved councils would then:

9 Procure (using support from CPD) a range of support from delivery agents.
9 Ensure compliance with EU and Invest NI publicity requirements.

i Respond to monitoring and evaluation requirements

HATCH 7
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9 Ensure that State Aid regulations were complied with for their projects

1 Make claims based on vouched and approved expenditure.

Programme Outputs and Impacts

Performance against targets

Across NI, LED 2 was broadly aligned with its objectives around participation, with over 34,400
businesses receiving support of some kind. This was 98% of the 34,949 businesses targeted across all
of the approved projects.

LED 2 failed to meet its job creation target of nearly 20,000 new jobs however, although this result
was driven by varied performance between councils and project type. At 15,666 LED 2 achieved 78%
of its job creation target. The quality referrals target was also not met, with 660 of 968 (68%) achieved
through LED 2.

TABLE 2: OUTCOME TARGETS VS OUTCOMES ACHIEVED

| Outcome | Target | Achieved | %

Create Jobs 19,978 15,666 78%
Sustain Jobs 1,214 1,821 150%
Generate quality referrals 968 660 68%

Source: Invest NI and Hatch analysis

Due to the impact of COVID-19, flexibility around these targets was offered to reflect the extreme
challenges faced by many businesses which had not been anticipated at the outset of the EUIGJ
programme. The jobs sustained target was one outcome of this flexibility and this was more easily
achieved, and, relative to a target of 1,241, a total of 1,821 jobs were recorded as sustained (150%).

Value for Money & Additionality

There is patchy evidence from individual project evaluations with respect to overall value for money.
However, the data that is available from those evaluations implies a return of investment of between
2.5and 7.9.

A more recent beneficiary survey indicated a much lower level of actual additionality for job creation,
albeit from a limited sample of businesses and some time after they received the support. This
approach still yields a return on investment of 1.0 - 2.0.

Displacement

Deadweight

20% 7.9 58 4.0

35% 6.4 4.3 3.2
50% 5.0 3.3 2.5
2.0 1.3 1.0
HATCH 8
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This is in large part due to the very low expenditure per recorded job, and high levels of engagement
with the support offered. With 98% of recruitment target being met, and 89% of mentoring hours
provided despite the impact of COVID-19 the programme was managed efficiently and was largely
effective in its aim of supporting small and micro businesses to develop and grow.

Process & Governance lessons learnt
PROGRAMME RATIONALE AND OBJECTIVES

1 The major aim of the programme was to encourage and support business startups, growth,
and survival and evidence of the need for the programme remained relevant throughout
delivery.

9 Insofar as the EUIGJ aimed to support and facilitate the rebalancing of the Nl economy away
from very small firms and the public sector, the programmes objectives remain relevant.

9 The projects were valuable to local businesses and complementary to other business support
activity available at the time, especially with the occurrence of COVID-19.

1 While some stakeholders understood the focus on job creation, they did not always consider it
the most relevant target for the nature of intervention.

DELIVERY MODEL
i Management and governance processes were considered to have been straightforward by the

stakeholders involved. Roles and responsibilities were also clearly communicated and well
understood.

i Additional training / communication for councils where there have been staff changes
regarding the process and roles and responsibilities may have been beneficial.

i The service provided by the CPD team to support procurement activity was considered to be
high quality. Department for Economy (DfE) and Invest NI’s decision to insist on these
processes was well justified as a means to protect against potential breaches of protocol.

PERFORMANCE AGAINST TARGETS

9 Concerns were raised by some councils regarding the approach to reporting job creation and
attribution of these jobs to LED 2 support.

1 Quality referrals was less of an issue in principle, but there were issues noted in delivery of the
target in practice. The long chain of communication between beneficiaries, delivery agents,
councils and Invest NI likely affected the ability to generate true quality referrals.

LESSONS LEARNT

9 The relationship between Invest NI Regional LED executives and the Councils’ economic
development teams was reported to be effective and helped to drive results for local
businesses. Flexibility, especially in the context of COVID, was especially important.

HATCH 9
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i The one-to-one mentoring support was deemed effective, and typically beneficial to
businesses that were often too busy focussing on day-to-day activity to consider how to grow
or improve productivity themselves.

i Better communication between stakeholders around the referrals process could have created
further benefit to councils, businesses and Invest NI. For example, some economic
development teams would have welcomed updates on the progress of businesses that had
been referred to encourage them to take up the full range of support on offer from Invest NI
and enable the provision of additional support locally.

9 Continued intervention to provide locally targeted, tailored support to smaller businesses
would be welcomed by most councils.

1 A number of the recommendations presented in the LED (2007 - 2013) evaluation have been
implemented including:

0 The support offered to ensure State Aid compliance was comprehensive and the use
of CPD to appoint delivery agents was successful in enabling compliance in practice.

0 Collaboration between councils was supported through LED 2, with all 11 of the
councils involved in the NIBSUP 1 and 2 projects, and a further three multi-council
projects were also funded by LED 2.

1 A number of other recommendations, whilst implemented had varying degrees of impact,
notably:

0 Some recommendations to support better monitoring and evaluation were not fully
implemented or had little impact and the final evaluations were of varying quality
between projects.

0 Additional outcome measures e.g. revenue growth were not captured across the
board and only a few final evaluations dealt with the ““additional’ business outcomes”
as recommended.

0 Clarity was provided to councils on referrals to Invest NI and the training was provided
on the protocol, however some councils reported losing sight of what happened to the
businesses that were identified for Invest NI support.

HATCH 10
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Introduction

Hatch was commissioned by Invest Northern Ireland (Invest NI) to undertake an independent
evaluation of its Local Economic Development 2 (LED 2) Measure of the ERDF (European Regional
Development Fund) Investment for Growth & Jobs Programme 2014-2020 (EUIGJ).

LED 2 is available to Councils, applying either individually or collaboratively, to support activities that
aim to create jobs within NI's micro and small enterprises. The programme aimed to encourage
business growth and job creation through a range of business development and entrepreneurship
support, primarily backed using ERDF funding.

The ERDF EUIGJ 2014-2020 Operational Programme was approved by the Northern Ireland (NI)
Executive and submitted to the European Commission for consideration in July 2014. The Programme
was adopted the European Commission in December 2014.

EUIGJ aims to boost economic growth and promote low carbon strategies. The Programme aims to
develop the economy through “knowledge exploitation, innovation commercialisation, export growth,
job creation and carbon energy saving initiatives”. Generally, the EUIGJ is co-financed at 60% ERDF and
40% match funding provided by the beneficiary. However, the LED Scheme was an exception to this,
where 20% match funding is provided by Council and 20% Invest NI.

In total 41 LED 2 projects were approved and implemented through the 11 Councils under the EUIGJ
2014-2020. Of these 41 projects:

9 3 are collaborative projects across more than one Council:

A Newry, Mourne & Down District Council, Digital Growth Programme - also covers Ards &
North Down Borough Council

A Lisburn & Castlereagh City Council, Grow Existing Markets and Explore New Markets
Support Programme - also covers Newry, Mourne & Down District Council

A Antrim & Newtownabbey Borough Council, Small Business Procurement Programme -
also covers Mid & East Antrim Borough Council and Lisburn & Castlereagh City Council

9 3 are collaborative projects across all Councils: the Northern Ireland Business Start-up
Programme 1 and 2, and the Digital Transformation project.

i 35 aresingle Council projects

9 All41 LED 2 funded projects are revenue-based projects. No capital grants were provided to
beneficiary businesses.

Evaluation Terms of Reference

Under the Terms of Reference for the evaluation the following research questions were considered,
these are grouped below by theme.

HATCH 12
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Rationale and objectives:

1.

Set out the objectives of the LED 2 interventions and assess the extent to which they have met
their stated objectives and all associated targets.

Review the validity of original rationale for the interventions, including the nature and scale of the
market failures and/or equity issues that the intervention is seeking to correct; and to examine the
degree of complementarity with other Invest NI interventions and the extent to which the
intervention overlaps with or duplicates other publicly funded support?

Delivery model:

3.

Assess the appropriateness of the interventions’ delivery model and the effectiveness of the
interventions’ management and operating structures.

Compare the support offered by the interventions against equivalent services available to
businesses in the UK, EU and other similar regions, identifying, where appropriate, potential
service options for consideration going forward. To benchmark the management, performance
and impact of the intervention against appropriate comparators.

Review progress against the action plan relating to the recommendations arising from the
previous evaluation.

Performance against targets:

6.

7.

Thoroughly assess the inputs, outputs, outcomes and impacts associated with the interventions,
to include a detailed assessment of the overall economic and wider impacts.

Identify the internal and external factors which have impacted upon the performance of the
interventions either positively or negatively, within the period.

Value for Money (VfM):

8.

10.

Determine the Return on Investment associated with the interventions to date, clearly identifying
actual and anticipated values.

Assess the economy, efficiency and effectiveness with which public funds have been used on the
interventions.

Assess the extent to which the interventions represent good Value for Money (VFM) and
appropriate use of public funds across the full spectrum of relevant VFM indicators.

Conclusions and recommendations:

11.

12.

13.

Present a succinct set of conclusions from the evaluation, taking account of all of the evidence
gathered during the assignment.

Consider the merits of Invest NI continuing to fund the intervention including an assessment of
whether the strategic context remains valid and if need and demand still exist taking into account
other publicly (Invest NI and other) available services. These must take cognisance of the triple
bottom line of DfE’s 10X Vision; Innovation, Inclusivity and Sustainability.

If this assessment is positive, to identify recommendations as appropriate in relation for example
to the participant profile, strands of activity, delivery model, and the ongoing monitoring of the
Service etc. with a view to enhancing the economy, efficiency and effectiveness of the Service. The
recommendations should be numbered and concisely worded and be Specific, Measurable,
Achievable, Relevant and Time-Bound (SMART) where possible/relevant.

HATCH 13
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Evaluation Methods

To respond to these questions a range of methods have been used including:

Document review

Analysis of monitoring data
Consultations with stakeholders
Beneficiary survey

Analysis of project final evaluations

ok wN e

The use of these methods to respond to the individual research questions has been summarised in the
table below.

TABLE 3: SUMMARY OF METHODS AND RESEARCH QUESTIONS

Research | Document Monitoring Consultations Beneficiary Pr.ojeCt
Question | review Data (PPEs) | |nvestNI | C il Survey fma!
nves ouncits evaluations
1 LED 2 objectives X X X X
2 Rationale X X X X
Appropriateness
3 p,p P . X X X X
of interventions
Compare to
4 . X X X
other regions
5 Review action
plan from LED1 X X
Inputs, outputs,
6 outcomes and X X X X X
impacts
Internal and
7 X X X
external factors
Return on
8 . X X
investment
Economy,
9 efficiency and X X X X
effectiveness
10 Value for money X X X
HATCH 14
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Background and Context

LED 2 objectives and success measurements

LED 2 was developed as the successor programme to the original Local Economic Development (LED)
Measure of the European Sustainable Competitiveness Programme (EUSCP), 2007 - 2013. The original
LED Measure had a budget of £50m (£25m ERDF/£25m National Contribution) for projects relevant to
local economic development in each of the 26 local Council areas in Northern Ireland, prior to the
Review of Public Administration®. This locally driven component aimed to complement wider regional
initiatives supporting businesses in NI to become more competitive.

The EUIGJ programme

The EUIGJ Programme (2014-2020) was adopted by the European Commission in December 2014 and
included the LED 2 Measure. One of the core development needs identified in the development of the
EUIGJ was to continue to improve the growth of the SME sector and the Operational Programme
highlighted the intention to:

“support an environment in which high growth companies can flourish and continue to grow, enabling NI
to capitalise on the economic benefits that high growth companies can bring, both in terms of GVA and job
creation”

The LED 2 Measure was adopted under Priority Axis 2 of the ERDF: Enhancing the Competitiveness of
SMEs?, to deliver against Thematic Objective 3: “Enhancing the competitiveness of small and medium-
sized enterprises” and Investment Priority (3d): “Supporting the capacity of SMEs to grow in regional,
national and international markets, and to engage in innovation processes”. In practical terms the
intention of the programme was:

“to increase the capacity of micro and small enterprises (0-49 employees) to improve their
competitiveness, grow, export and create jobs.”

This led to two specific objectives under Priority Axis 2.

TABLE 4: PRIORITY AXIS 2 TARGETS

Specific Objective What does success look like

Contribute to the increase of the number of high growth
SMEs in Northern Ireland from 695 in 2013 to between
1,300 and 1,500 in 2023.

To increase the number of high growth
SMEs

Contribute to the employment increase in Northern
Ireland micro and small enterprises from 297,000 in 2013
to between 333,000 and 339,000 in 2023.

To increase the number of employees
in Micro & Small Enterprises

! Following this review, the 11 council areas currently operating in Northern Ireland were formed. This process took place during the delivery
period for the original LED measure.
2 Small and medium Sized Enterprises: these are typically defined as businesses with 0 to 249 employees.

HATCH 15
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Invest NI, was identified as Intermediate Body, that would work with relevant bodies, including Fund
Managers and Local Councils in Northern Ireland, to deliver the support identified under Priority Axis 2.
This would include a significant focus on resolving market failures related to access to finance,
supplemented by some grant funded assistance. The grant was split between ‘selective financial
assistance’ (i.e. capital grant for SMEs) and funding for councils to deliver “business development and
entrepreneurship support” under LED 2 (the subject of this evaluation) which was all revenue funding.
The nature of the support conceived of in the Operational Programme was:

9 Advice on business growth and exports
Advice on supply chains and distribution
Product Development

Business Planning processes

Improved business efficiency

= 4 4 A -

Marketing and Sales

Policy background

The European Regional Development Fund (ERDF) 2014-2020 aimed to “promote the EU’s harmonious,
balanced and sustainable development®”. The budget for 2014-2020 was over €185 billion, and while
this was available to all regions in EU countries, the level of aid was dependent on EU priorities and the
type of region.

ERDF Key themes
This budget was concentrated on 4 key themes:

9 innovation and research.
i information and communication technologies (ICT).
9 support for small and medium-sized enterprises (SMEs).
i promoting a low-carbon economy.
Types of investmentincluded in the ERDF:
i in SMEs to create and safeguard sustainable jobs.

9 inall types of enterprise in the fields of innovation and research, the low-carbon economy, as
well as ICT where SMEs are involved.

i ininfrastructure providing basic services in energy, environment, transport, and ICT, but also
in social, health and educational infrastructure.

3 https://eur-lex.europa.eu/EN/legal-content/summary/european-regional-development-fund-2014-2020.html

HATCH 16
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9 working capital in SMEs where necessary as a temporary measure to provide an effective
response to a public health crisis (following the outbreak of the COVID-19 pandemic), and

9 inthe development of endogenous potential.

A key focus of the ERDF Programme will be to create jobs, which are a tangible indicator of business
growth and expansion.

The Northern Ireland Economic Strategy (2012)

The Northern Ireland Economic Strategy (NIES)* set out to develop an economy in NI that was
‘characterised by a sustainable and growing private sector, where a greater number of firms compete
in global markets and there is growing employment and prosperity for all’. This assessment
acknowledged that the economy was quite dependent on the public sector, hence a stronger private
sector would be required to provide more balance. Most pertinent to development of LED 2 was the
strategic intent to:

“Encourage business growth and increase the potential of our local companies, including within the social
and rural economies”.

Although this strategy prioritised certain sectors it also aspired to promote balanced ‘sub-regional
growth’ i.e. not to rely solely on the largest local economies such as Belfast or Derry-Londonderry,
which aligns well with the approach to delivery, which involves all 11 Councils within Northern Ireland.

A 10x Economy - Northern Ireland’s decade of innovation (2023)

The 10x vision outlines a transformative vision for the economy. It is a long term vision of a more
innovative, inclusive and sustainable economy, where Northern Ireland is one of the top performing
small advanced economies in the world. The 10x Vision is guided by the 10x objectives and grouped
into three pillars of activity:

1 Innovation: Vision to increase the proportion of individuals leaving NI HE institutions with
first degrees and post-graduate qualifications in narrow STEM subjects, increase the number
of innovation actives firms within NI, increase the number of performing businesses, and
increase total R&D expenditure, all by 2030.

9 Inclusive growth: Vision to increase NI household disposable income above the average of
small advanced economies while maintaining Northern Ireland’s spot as one of the top
performing small advanced economies when it comes to income inequality, increase the
proportion of the working age population with qualifications at level 3 and above, and close
the employment gap between women and men; people with disabilities and those without,
and most deprived area of NI and the least deprived area of NI.

i Sustainability: Encourage electricity consumption from renewable sources, double the size
of NI’s low carbon and renewable energy economy, and ensure greenhouse gas emissions is
significantly lower than the baseline.

* Northern Ireland Economic Strategy: Priorities for sustainable growth and prosperity, The Northern Ireland Executive, 2012
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OFFICI/



OFFICI/

The newly published and current programme for government (2024-2027)° seeks to address four key
challenges: productivity, good jobs, decarbonisation, and regional balance. The LED 2 programme
would have continued to be relevant under these new priorities, especially with respect to regional
balance where the objective is to “build an economy where everyone has a fair chance, can participate
equally, and has the best possible opportunity to succeed”.

Evidence of need for SME support
The LED 2 measure was developed under Priority Axis 2 and several key arguments were presented as

evidence of the need for SME support under ERDF.

The importance of SMEs

The SME sector has long been celebrated for its role in generating growth, smaller businesses having
more capacity to grow more quickly, and often holding the capacity for innovation. This means the
small firms of today make up the supply of large firms of the future.

Across Europe, as the vast majority of businesses are SMEs representing more than 99% of businesses
and accounting for 66.5% of all European jobs®in the lead up to the launch of the ERDF 2014-2020
programme. Consequently, the SME sector was estimated to have delivered more than half (57%) of
private sector gross value added (GVA) in Europe during 2012. The importance of these type of
businesses to European economies was therefore considered paramount for achieving prosperity
across the region.

Northern Ireland SMEs

The NI economy was similarly dominated by SMEs and more than 99% of businesses in Nl also had 0 to
249 employees’ but their contribution to GVA was estimated to be even more significant (82%).
Although these businesses were also drivers of job creation they typically weren’t seen as high growth
and were reliant on internal markets, with a relatively few sales derived from exports. Within the
broader SME category, Nl was even more reliant on small and micro businesses (0 - 49 employees) than
the EU.

Continued relevance

The Nl economy remains highly dependent on small and micro businesses to the present day, with 60%
of employment in businesses with fewer than 49 employees, in 2024, compared to a UK average of 47%.
This is the highest proportion of the UK’s nations and regions. The trend in the proportion NI businesses
that are small and micro businesses has been largely downward from 2010 to 2024, but only by around
a quarter of a percentage point from the highest (99.25%) to lowest point (99.05%) within that period.

° Our Plan: Doing What Matters Most (northernireland.gov.uk)
©2012/2013 Annual Report on European SMEs
" Department for Business Innovation and Skills, Business population statistics, 2013.
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FIGURE 1: PERCENTAGE OF EMPLOYMENT IN SMALL  FIGURE 2: PROPORTION OF SMALL AND MICRO SIZED
AND MICRO BUSINESSES (0-49 EMPLOYEES), BY BUSINESSES (0 - 49 EMPLOYEES) IN NI (2010 -
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Unemployment and Economic Inactivity

A primary focus of the EUIGJ was to support private sector SME growth which would in turn drive growth
in jobs. Over the period since the LED 2 measure was implemented, unemployment in Northern Ireland
has seen a decline. At the time of the ERDF application, economists within the Department for
Enterprise, Trade and Investment (now replaced by the Department for Economy) suggested that
meeting the jobs growth targets for the EUIGJ (36,000 additional jobs in SMEs) would be challenging.
Average annual growth in employment would have to run at 1.8%, which was double the employment
growth forecasts available at the time.

Growth in jobs may come from population growth i.e. increases in the size of the workforce, or from
bringing unemployed or economically inactive people back into the labour market. In August 2023, the
number of unemployed people in NI was estimated to be 21,000, 6,000 lower than the year before. The
figure below shows Northern Ireland’s unemployment rate from 2016 to 2023. In 2016, NI’s
unemployment rate was about 5.4% with a constant decline until 2020 when it increased to 3.5% and
4.4% in 2021, however, unemployment reached a low point of 2.3% as at 2023. The NI unemployment
rate of 2.3% was 1.7 percentage points below the UK 2023 unemployment rate of 4%.
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FIGURE 3: NI UNEMPLOYMENT RATE, 3 MONTHS TO FIGURE 4: LABOUR MARKET INACTIVITY IN NI, 3-
AUGUST, 2016 — 2023 MONTHS TO AUGUST, 2018-2023
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Northern Ireland has witnessed volatility in rates of economic activity over the past couple of years. In
2016, the economic inactivity rate was 25.7% but these rose following the onset of the COVID-19
pandemic before falling back again in 2023. Over the last 5 years, NI’s economic inactivity rates have
been consistently higher than the UK rates and in June-August 2023, the most common reason for
economic inactivity among the working age population was ‘long-term sick’. There were about 125,000
‘long-term sick’ accounting for 41% of the total economically inactive. Compared to the pre-pandemic
figures of Dec-Feb 2020, there has been an increase in the number of ‘long-term sick’ (+26,000) and
‘student’ (+3,000), while ‘family and home care’ and ‘retired’ have decreased as reasons for economic
inactivity (-10,000 and -4,000 respectively).

According to Business Register and Employment Survey (BRES) data, the number of private sector and
public sector jobs have increased over time in Northern Ireland. Based on the BRES data, in 2022 there
were 794,000 total employee jobs in Northern Ireland of which 587,200 were private sector jobs (72%).
The public sector accounts for 28% of employee jobs in NI* and saw a faster rate of increase in jobs than
the private sector over the years 2017-2022. Although this appears to run contrary to the programme
objective of job creation in private sector small businesses, the target level set out at the begin of the
EUIGJ was to grow jobs in these type of firms from 297,000 (in 2013) to 333,000 to 339,000 (by 2023).
The 2023 business population estimates show employment of 332,000 in small (0-49 employee)
businessesin NI.

Total entreprenurial activity
Aside from growth of existing businesses, the development of a more balanced NI economy will require
greater levels of entrepreneurial activity. Northern Ireland has seen an increase in Total Early-stage

8 Business Register and Employment Survey 2022 | NISRA
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Entrepreneurial Activity (TEA)® over time. From 2018 onwards, there has been a persistent increase in
entrepreneurial activity in NI. The 2023 TEA rate of 9.7% is a significant increase from the 2022 rate of
8.7%. Although TEA rates in NI are increasing, they are still slightly below the UK rates (10.7%),
highlighting the need for programmes that will increase entrepreneurial activity in NI and increase the
number of early-stage businesses.

FIGURE 5: TOTAL EARLY-STAGE ENTREPRENEURIAL ACTIVITY IN NI

10%
9%
8%
7%

6%

4%
3%

2%

2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021

Source: Department for Economy, Global Entrepreneurship Monitor Northern Ireland report, 2023/24,

Innovation

The UK Innovation Survey provides a wide range of information related to innovation activity among
enterprises, the chart below shows NI’s percentage of innovation active businesses over time. The most
recent report shows that the percentage of innovation active businesses in NI as at 2020-22 was just
under one-third of businesses at 32% engaging in innovation. The rate of innovation in NI was lower
than that of the UK overall (36%). A higher proportion of large businesses in Nl were engaged in more
innovative activities (45%) than small-medium sized businesses (32%)°. The main factors stated for
driving innovation in NI were improving quality of goods or services, meeting regulatory requirements,
and replacing outdated products or processes.

° The TEA measure combines the proportion of survey respondents that fit the definition of either ‘nascent entrepreneur’ or ‘new business
owner-manager’, individuals who have over the past 12 months done something to start a business they will own, or within 4 to 42 months
from the business paying income to the owner, respectively.

10 Northern Ireland Innovation Survey | Northern Ireland Statistics and Research Agency
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FIGURE 6: INNOVATION ACTIVITY IN NI
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Source: Northern Ireland Statistics and Research Agency

Covid-19 pandemic and the post Covid-19 impacts

Across most of the datasets above there are signs of the impact of the Covid-19 pandemic on the NI
economy. There are clear spikes in the unemployment rate, and levels of economic inactivity rose in
the years following the pandemic, only falling back to 2019 levels in 2023. The change in trajectory
related to the total entrepreneurial activity rate of the NI economy may also be related to the after
effects of Covid-19, with the loss of jobs and new ways of working potentially incentivising a large
number of individuals to start their own business.

The LED 2 Logic Model

A logic model has been developed to inform the evaluation, mapping the inputs and activities against
anticipated outputs, outcomes and impacts of the programme at an aggregate level. The evaluation
report considers how well the design of the measure delivered against this proposed logic model and
explores the enablers and barriers to delivery experienced during the life cycle of the LED 2 measure.
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FIGURE 7: LED 2 LoGic MODEL

Context

Many councils in Northern Ireland represent a business base
comprised largely of micro and small businesses, with low levels of
innovation and productivity growth holding back the NI economy at
thetime the intervention was proposed.

The Investment for Growth and Jobs (EUIGJ) programme for NI was
developed to respond to theseissues, accessing fundsthrough the
European Regional Development Fund 2014-2020.

These problems were foundationalto the 10X Economy strategy
whichtook a triple bottom line approach, targetingimprovements
in: Innovation, Inclusivity and Sustainability.

Market Failures

Information failures: businesses lack of understandingof their
growth potential and aren’t aware of the type of supportthey
need to enable growth.

Positive externalities: collectively the programmes are expected
to deliver wider knowledge benefits across the SME business base
in NI.

Rationale

* Failureto addressthisissuecould lead to a sub-optimal level of
growth as firms fail to maximise their potential e.g. missingout
on sales, low levels of innovation and exports.

The EUIGJ included programmes under ERDF Priority Axis 2:
Enhancingthe Competitiveness of SMEs, concentrating on
Thematic Objective 3 which focused on SME growth and
entrepreneurship.

Programme Objectives

To increase the capacity of micro and small enterprises (to improve
their competitiveness, grow, export and create jobs. Specifically:

To increase the number of high growth SMEs:
* Contributeto theincrease in the number of high growth SMEs
in Northern Ireland from 695 to 1,300 — 1,500 (2013-2023)

To increase the number of employees in micro and small

enterprises:

* Contributeto theemployment increase in Northern Ireland
micro and small enterprises from 297,000 to 333,000 - 339,000
(2013 — 2023)

Inputs

The LED2 Measure had an initial budget of €18M (part of total ERDF
Programme support of approximately €258m)

The total LED 2 Measure budget consists of 60% ERDF funds, 20%
Council funds and 20% Invest NI contribution.

HATCH
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European Union

! European Regional
P Development Fund

Investment for Growth and Jobs

Intended Impacts
Green and inclusive growth.
Productivityimprovementsand knowledge
spillovers.
Northern Ireland recognized as a business
destination.

Beneficiary Level Outcomes

LED2 Measure targets:
* Create 19,978 jobs
* Sustain 1,214 jobs

Beneficiary business objectives:
* Increase turnover

* Improve productivity

* Access new markets

Outputs

Each of the 41 projects have specific targets including:-
Recruit a minimum number of businesses into the
programme
Deliver a minimum number of days mentoring
Deliver a specific number of workshops
Generate a specific amount of quality referrals to Invest NI
Create a specific number of jobs
Deliver mid and final evaluations by specific dates.

Programme Activities

Invest NI:

* Project scoping

* Project approvals

* Monitoring and governance

Councils:

*  Procure / managedelivery agents
* Marketing / recruitment

*  Monitoring & evaluation

Delivery Agents
* Mentoring
*  Workshops

23
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Inputs and activities

Programme Budgets

The total ERDF budget for the Investment for Growth and Jobs programme for Northern Ireland stood
at €513 million, including match funding. As described above, this was distributed across the four
Priority Axes, with LED 2 falling under Priority Axis 2: ‘Enhancing the competitiveness of SMEs’. The total
support under Priority Axis 2 covered almost half of the total EUIGJ budget (€212m), which was mainly
targeted at support for SMEs to access finance (€152m). The remaining €60m was for selective financial
assistance (i.e. capital grants to SMEs) and the business support under LED 2.

FIGURE 8: EUROPEAN REGIONAL DEVELOPMENT FUND - EUIGJ

2014-20 ERDF Investment for Growth and Jobs
Programme for Northern Ireland

€513m ERDF and Match

Priqrity A;(is l Priqrity A?(is 2 Priority Axis 3
Thematic Objective 1 Thematic Objective 3 . o
Investment priority Investment priority Thematic Objective 4
€218m ERDF and Match €212m ERDF and Match Investment priority

cransupporor o0 [ I R O
€214m ERDF and Match €152m ERDF and Match
. . Grant support for SME Growth
Design Advice support (LED and SFA Capital)
€4.0m ERDF and Match
€60M ERDF and Match

LED 2 spending

The LED Measure did not provide direct grant assistance to businesses. The funding was allocated to
the respective Councils to deliver capability development projects through mentoring, workshops,
skills development, etc. The ERDF budget funded 60% of eligible costs, with 40% match funding to be
split equally between Invest NI and the local council(s) promoting each project.

Priority Axis 4

Technical Assistance

TABLE 5: SUMMARY OF LED 2 PROJECT SPEND

Eligible Committed (£m)

costs (£m) “m COUNCILS | TOTAL nm COUNCILS | TOTAL

22.27 4.45 13.35 4.45 22.244 4.06 4.06 20.32

Source: Hatch analysis of Invest NI monitoring data

Of the 41 LED 2 projects, total eligible costs of £22.27m were identified and committed. In total, 91% of
the committed funding was drawn down by councils to support their projects, amounting to £20.32m.
This ratio passes through to the total assistance provided to the councils from the ERDF and Invest NI
funding, which accounts for 80% of spend. In total £16.26m of total assistance was actually paid to
councils.
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TABLE 6: TOTAL ASSISTANCE OFFERED AND PAID UNDER LED 2

Total Assistance Offered (£) | Total Assistance Paid (£) %
17,843,227 16,256,161 91%

Source: Hatch analysis of Invest NI monitoring data

Spending by council area

A locally driven component to the support under ERDF was included to complement and enhance
regional initiatives to strengthen and support business competitiveness and support was tailored to
meet the needs of businesses within each Council area.

TABLE 7: SPENDING BY COUNCIL AREA

Total Total Offered
COUNCIL Assistance % Assistance % Vs

Offered (£) Paid (£) Drawn
Antrim & Newtownabbey 1,504,936 8% 1,354,187 8% 90%
Ards & North Down 274,760 2% 134,731 1% 49%
Armagh City, Banbridge & Craigavon 1,551,879 9% 1,265,048 8% 82%
Belfast City 1,913,480 11% 1,798,433 11% 94%
Causeway Coast & Glens 750,592 4% 723,024 4% 96%
Derry City & Strabane 1,084,080 6% 940,569 6% 87%
Fermanagh & Omagh 1,062,520 6% 996,911 6% 94%
Lisburn & Castlereagh 7,176,384 40% 6,702,303 41% 93%
Mid & East Antrim 795,552 4% 719,931 4% 90%
Mid Ulster 950,320 5% 903,040 6% 95%
Newry, Mourne & Down 178,724 4% 717,984 4% 92%
TOTAL 17,843,227 100% 16,256,161 100%  91%

Source: Invest NI

The largest budget was allocated to Lisburn & Castlereagh City Council (£7.18m) of which 93% of
funding was paid (£6.7m). Although this consumed 40% of the total LED 2 budget and was 2.75 times
the next largest budget (£1.9m) for Belfast City Council, this included the role of LCCC in managing the
Northern Ireland Business Start Up programme (NIBSUP) on behalf of all 11 Councils. The NIBSUP
operated in two phases with a combined budget allocation of £6.2m (£5.8m paid). By contrast, Ards &
North Down received the smallest initial budget allocation, £274,760 of which only half (49%) was
eventually drawn down. On average, excluding the NIBSUP, the 11 councils were each allocated a
budget of £1.06m for LED 2 projects.
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Activities

Operational management

Although the Department of Finance (DoF) applied for the ERDF on behalf of the Northern Ireland
Executive, the Department for the Economy (DfE) is the designated Managing Authority for the ERDF
Investment for Growth & Jobs Programme (EUIGJ) 2014-2020 in NI. Invest NI is an Intermediate Body
under the EUIGJ and approximately 85% of the overall Programme funds for Northern Ireland were
allocated to Invest NI activities (see organisational chart).

Invest NI’s role in the LED 2 Measure is to work in partnership with the 11 Councils to support them
develop and implement local economic development projects. In this first instance, Invest NI was
responsible for engaging with Councils to help them scope out and identify potential projects suitable
for LED 2 support.

FIGURE 9: LED 2 ORGANISATIONAL CHART
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Source: Invest NI

In the context of LED 2 the beneficiaries are ultimately the small and micro businesses that received
business and entrepreneurship support. However, these benefits were delivered in-kind, with the 11
Councils the direct beneficiaries of funding to procure business support. Consequently, these were
responsible for procuring the services of delivery agents to engage with businesses directly.
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Invest NI - Intermediate Body
Invest NI had a number of roles assigned to the delivery of LED 2 which are described in the Table below.

TABLE 8: INVEST NI ROLES AND RESPONSIBILITIES

Management of Northern Ireland LED Programme for
Invest NI. Includes management of the 41 Programmes,
stakeholder engagement, Invest NI governance and
compliance and budget management. This includes

1 EU Partner and Delivery Manager management of the LED executives LED work in the
Regions, providing guidance and approvals of any
amendments, issues and reporting standards, as well as
overseeing the referral process and engagement with
the LED Lead partners at a strategic level.

LED Executives in the Region - Regional LED Executives
worked in each of the 5 regions to ensure the
Programmes were delivered and executed on the
ground. This included working with businesses and the
5 LED /Stakeholder Executives delivery agents of the LED Programmes and
encouraging the pull through of businesses into Invest
NI into the Regional offices. This role included
stakeholder engagement on a local level, encouraging
local economic partnerships.
Lead role in working with Councils to ensure that they
operated in line with ERDF regulations, including
publicity, documentation retention, State Aid and
claiming eligible expenditure.

1 Budget & Compliance Executive

The LED Executives in the Invest NI Regional Offices had informal discussions with the Councils on
potential programmes to ascertain if there was sufficient demand and scale for a programme and to
help the Councils formulate their ideas. In some cases, Councils would provide scoping documents for
Invest NI to review. Programmes also had to meet certain minimum criteria including a minimum of
£250k eligible programme costs, a Cost Per Job average of £1000 (raising to £1,300 when 75% of ERDF
allocation has been committed) and all projects were to be delivered through procured service delivery
contracts with the Department of Finance’s Construction & Procurement Delivery (CPD) team involved
in the procurement of funded elements of the projects.

If the programme proposed did not provide a unique service (not already offered under another
programme), did not identify a clear market gap or did not meet the objectives of LED 2 then the
application was withdrawn after discussion with Council. To this end 10 potential programmes were
turned down at application stage.

Invest NI also delivered ongoing engagement with Councils in the following areas:
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Appraisal - Invest NI was responsible for carrying out a full appraisal of the LED 2 projects in
line with Invest NI’s existing casework approval processes, taking account of Invest NI’s key
intervention principles. This allowed Invest NI to conclude on the value for money proposition
and make a recommendation for support where appropriate.

Approval & Offer - Project approval was sought by Invest NI at the appropriate delegated
authority level. Once approval was obtained, a Letter of Offer was prepared which included
any project specific conditions identified as part of the approval process. Invest NI was
responsible for obtaining Council acceptance of their project funding, by ensuring that the
detail of the Offer was fully understood.

Post-offer management including claims, monitoring & evaluation - Invest NI was
responsible for ensuring that the Council implemented the project in line with their Letter of
Offer over the lifetime of the project. Monitoring of the project was ongoing by Council and
Invest NI to ensure that progress was managed and recorded and that variations in project
performance against targets and outcomes were notified and acted upon as necessary. Invest
NI was responsible for the payment of claims submitted by Councils.

Budget Management - Invest NI was responsible for ensuring that Councils maximised the
budget allocation attributed to each project within specific timescales. The up-to-date
monitoring information provided assurance to Invest NI that expenditure was eligible and in
line with the project parameters.

Partnership working - Invest NI has been working in partnership with the Councils in relation
to future funding and programme development to align with 10X (now superseded by
priorities of the Programme for Government 2024-2027) and to ensure an export focus.

Councils

The business support activities provided under LED 2 were developed to respond to the bespoke needs
of the council area and its business base, with the intention of developing local solutions to local issues
that were affecting local businesses. Following discussion with Invest NI LED executives, councils made
applications for LED 2 funding for the projects they intended to bring forward. Once projects were
approved councils would then:

9 Procure (using support from CPD) a range of support from delivery agents.

9 Ensure compliance with EU and Invest NI publicity requirements.

1 Respond to monitoring and evaluation requirements e.g. submitting quarterly monitoring
returns and commissioning final evaluation reports.

i Ensure that State Aid regulations were complied with for their projects (as part of its
monitoring and compliance role Invest NI undertook random sampling of the State Aid
declarations for participants).

i Making claims based on vouched and approved expenditure.
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In some cases, the councils also took the lead on marketing and recruitment of businesses into the
programme. Typically, this involved initial diagnostic consultations to determine whether particular
support was relevant and the businesses were eligible. Some councils included this within the contract
with their delivery agents.

During Covid-19 the role of councils’ business support teams became very important as hubs of
information for local business. This generalist support and advice was often a route for businesses
struggling to adapt to the restrictions imposed during lockdown, to access LED 2 support. The nature
of the LED 2 projects was adjusted in many cases as a result of flexibilities negotiated between the
Council teams managing the projects and their Invest NI LED executives.

Delivery Agents

Once appointed by the councils, delivery agents were typically responsible for the activities that
supported small businesses that were recruited onto the LED 2 supported projects. These were
primarily:

i Diagnostic sessions
i Mentoring hours
1  Workshops
9 Business plans
HATCH 30
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Outputs and outcomes

The primary impact sought by the LED 2 measure was growth in the economic performance of NI small
businesses, targeting specifically growth in employment among these businesses as the primary
outcome to be achieved. As described above, there were a range of activities funded by the measure to
enable this this growth. These activities were underpinned by target outputs for the businesses the
funding was expected to support, and the way in which that support was delivered.

Outputs
In each of the 41 projects specific targets were set for delivery of activities:

1 Recruit a minimum number of businesses into the programme
9 Deliver a minimum number of days mentoring

9 Deliver a specific number of workshops

9 Deliver mid and final evaluations by specific dates.

Performance against targets
The table below shows the performance of the activities against the targets set by council area.

TABLE 9: OUTPUT TARGETS VS ACHIEVED OUTPUTS

Participants

. | Workshops |
conet

Antrim & 848 771 91% 3,135 2,404  T7% 68 68 100%
Newtownabbey
Ards&North = 35 1) ssw 625 322 56 24 24 100%
Down
Armagh City,
Banbridge& 1,307 1224  94% 4,019 3,774  94% 53 41 7%
Craigavon
Belfast City 1,893 1,869  99% 5471 3983 T13% 79 84  106%
Causeway 920 1,233 134% 2390 2,395 100% 17 34 200%
Coast & Glens
DeryCity& 4 490 1275  86% 3372 2,995  89% 35 90  257%
Strabane
F h&
Sl 1,077 1,027 95% 3,266 3,100 95% 86 80 93%
Omagh
Lisburn &

24,014 23,705 99% 2,569 2,338  91% 915 303 33%
Castlereagh
Al 1,110 1,090 98% 2,720 2,642 97% 15 17 113%
Antrim
Mid Ulster 690 745  108% 2,980 2,992 100% 14 15 107%
Newry,
Mourne & 1,270 1,285 101% 2256 2,250  100% 44 44 100%
Down
TOTAL 34,949 34,416 98% 32,803 29,194 89% 1,350 800  59%
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Source: Invest NI and Hatch analysis

The performance against these was variable across councils but at a programme level while overall
participation was broadly as expected specific activities were less well attended:

1

In terms of the number of participants, Nl wide, 98% of the target set was met with particular
councils achieving significantly higher numbers of participants against the targets they set:
Causeway Coast & Glens (134% of target), Mid Ulster (108% of target), and Newry, Mourne &
Down (101% of target).

This did not translate into equivalent performance for mentoring days, as only 89% of the
target was met. Three councils, Causeway Coast & Glens, Mid Ulster, and Newry, Mourne &
Down met 100% of their mentoring days target with another four delivering over 9-0% of the
expected mentoring time.

In total, only 59% of the workshops target was met, with varying performance across councils.
Some Councils (e.g. Derry City & Strabane and Causeway Coast & Glens) achieved double their
targets. Lisburn & Castlereagh, by contrast only able to meet 33% of its target.

Although the target number of businesses participated, around 90% of mentoring hours were achieved,
which aligned with around 90% of target spending. Given the impact of COVID19 on the ability of
delivery agents to perform face to face mentoring and workshops, as was initially specified for most
activity, the shortfall in performance against target is not without justification. These was also a degree
of scepticism raised among some councils around the value that small business owners tended to place
on workshops. With these workshops taking a more generic format, there is a trade-off for firms
between managing the time constraints of owners and the effectiveness of workshops in improving
business performance.

Outcomes
The key targets are the number of jobs created and the number of quality referrals to Invest NI. Across
the 41 projects within the LED 2 Measure the three targets are:

1

Job creation - increasing the number of people employed in the businesses that are
supported.

Quality referrals to Invest NI - businesses referred to Invest NI that meet its criteria as high
growth potential businesses.

Sustaining Jobs - as a result of COVID-19 the decision was taken to provide flexibility for job
creation targets as an output in some cases. The cumulative job creation forecast across all
LED 2 projects suggested the averaged CPJ requirement could continue to be met.

Performance against targets

Across NI, LED 2 failed to meet its job creation target of nearly 20,000 new jobs. At 15,666 LED 2
achieved 78% of its job creation target. The quality referrals target was also not met, with 660 of 968
(68%) achieved through LED 2.

TABLE 10: OUTCOME TARGETS VS OUTCOMES ACHIEVED
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| Outcome | Target | Achieved | %

Create Jobs 19,978 15,666 78%
Sustain Jobs 1,214 1,821 150%
Generate quality referrals 968 660 68%

Source: Invest NI and Hatch analysis

The European Commission issued guidance around flexibility on the achievement of targets and
indicators as a direct result of COVID-19 and the final outputs and outcomes were considered on that
basis. DfE also confirmed that they would not be seeking to penalise any project which has failed to
meet their targets if the shortfall could be attributed to the COVID-19 impact. Consequently, where it
can be demonstrated that reasonable endeavours have been made to achieve these outcomes and
the programme is delivered in line with the Letter of Offer no sanctions would be applied for missing
targets. A jobs sustained target was one outcome of this flexibility and this was more easily achieved,
and, relative to a target of 1,241, a total of 1,821 jobs were recorded as sustained (150%).

Project Type

We have categorised all 41 projects into 4 categories: Startup, Business procurement, Business growth,
and Digital. The startup category consists of all programmes that fall under the theme of supporting
startups and entrepreneurship across all councils (7 programmes).

The Business procurement category consists of all programmes that were aimed at supporting
businesses with procurement skills (5 programmes). The business growth category consists of all
programmes that were aimed at equipping businesses with the right knowledge and support to grow
(20 programmes). The Digital category consists of all programmes aimed at improving business digital
capability and skills (9 programmes).

9 Startup: The projects aimed at supporting startups performed well in the number of
participants target (99% of target) and the mentoring days target (93% of target). However, it
performed poorly against the workshops target, achieving only 38%.
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