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Introduction



The Irish Government asked the National Economic and Social Council (NESC) to
examine the specificissue of the vulnerability for workers, firms and sectors cause d
by the transition to a low-carbon and more digital, automated future, and to
provide recommendations. The Council has done so and sets out its findings and
suggestions in its Report No.149 Addressing Employment Vulnerability as Part of a
Just Transition in Ireland. In that report, the Council inter alia sets out the drivers of
the Government’s response to the employment vulnerability created by transitions.
This is in the context of a broader vision and a commitment to a high-quality jobs
economy. The three key drivers are:

e continuous, pre-emptive workforce development;
e Duildingresiliententerprises; and
e delivering high-impact targeted fundingto support transition.

The Council believes thatlifelonglearning, training and education, effective support
for viable but vulnerable companies, and ensuring that funding has the greatest
possible local impact must be the priority for government as part of making sure the
transitiontoa low-carbonanddigital Ireland is just.

Thus the Council has recommended 12 strategic recommendations — from
increasingIreland’s ambition for workforce development,to extending appropriate
enterprise supports to viable but vulnerable firms, to examining the inclusion of
social clauses in relevant state transition funding, to enhanced communications.
Each one is accompanied by supporting steps. Of the Council’s 12
recommendations, three relate toimplementation and communications, whilenine
relate to policy.



High-Quality Jobs Economy

Continuous
Pre-emptive
Workforce
Developmen

Delivering
High-Impact
Targeted

Funding

Building
Resilient VISION
Enterprises

A resilient, sustainable, thriving net zero
economy, environment and society using
innovation and collective preparedness to

shapethe future we want to achieve.

This background report is intended to be read alongside the Council’s main report
on the topic. It outlines the research and rationale underpinning the conclusions
and nine policy recommendations made by NESC in Report No.149.

This background reportis structured as follows:

o Chapter 1 sets out the rationale behind the Council’s four recommendations
related to continuous, pre-emptive workforce development.

e Chapter2 outlines the underpinnings of the two NESCrecommendations to help
build resiliententerprises; and

e Chapter3 presentsthe research findings behind the Council’s three suggestions
to help ensure the delivery of high-impact targeted funding to support
transition.



Chapter 1:

Ensuring Continuous,
Pre-emptive Workforce
Development




As wasindicatedinthe Introduction, the continuous and pre-emptive development
of skills among the workforce has been identified as one of the three drivers of
sustainable jobs in the context of the transition to a low-carbon and more digital,
automated future. In its Report No. 149, Addressing Employment Vulnerability as
Part of a Just Transition in Ireland, the Council makes four recommendations related
to continuous, pre-emptive workforce development. This chapter aims to set out
the rationale behind these policy recommendations through a focus on six
interrelated thematicareas:

e theexistingarchitecturefortrainingand upskilling;

e the existingpolicy goals forworkforce development;

e thevalue of skill audits and tacit knowledge;

e meta-skills fortransition: self-management, social intelligence and innovation;

e resilienceintransition:lifelonglearning, information-sharing, and career advice
services; and

e improvingthe workerdevelopment offering.

1.1 Training, Upskilling, and Existing Architecture

The digital and low-carbon transitions will have asubstantial impacton the labour
market over the coming decades. There is growing consensus that upskilling and
reskilling employees is the best way to prepare for and address the complex,
dynamic and uncertain labour-market changes associated with climate action and
digitisation (ILO, 2018; OECD 2019; Pochet, 2015; World Economic Forum, 2018). In
particular, affording vulnerable workers the opportunity to acquire the skills that
will enable them to remain with their currentemployer or access new employment
opportunitiesis essential if these transitions are to be considered just, inclusive and
successful.

The availability of workers and enterprises with the right skills for
emergingjobs plays notonly acritical role ininitiating the transition to
the digital and low carbon economies, but also in enabling a just



transition. Without a suitably trained workforce the transition will be
challenging. Clear options must be available forworkersinvulnerable
sectorsto upskill orretrain (Government of Ireland, 2019d, p.50).

Therefore, the ability of workers to move between sectorsinresponse to adverse
eventsisanimportant consideration. A key element of amore successful transition
to lowercarbon use and greater use of technology is the extentto which workersin
the most impacted sectors can find alternative, quality employment in other
(growing) sectors of the economy. Research by O'Clery, Flaherty, and Kinsella (2019)
examines the concept of economicresilience, in terms of the ability to adaptto a
shock, and looks at Ireland’s labour mobility and inter-industry worker flows. The
work presents evidence that certain sectors (finance, computing, and the public
sector) are ‘skill-isolated’ in that workersin these sectors rarely transition into/from
the widereconomy. The research suggeststhe needto ‘strengthen links between
sectors such as finance and computing, key growing sectors, and the extended
economy. This may include measures such as work-placement schemes, subsidised
skills training, and institutional efforts to increase inter-sector skill discovery and
mobility’.

Across a range of national development strategies, thereisnowamore concerted
focus on workforce skills development, given its potential to both drive
improvements in productivity and innovation and to foster a more inclusive and
dynamic labour market.: This increased focus on worker development in national
skills policy has fostered the development of a new policy and institutional
architecture across what the Secretariat hasidentified as three interrelated policy
strands: identifying skill needs, designing programmes, and programme delivery.

The evolving network of organisations involved in identifying skills needs provides a
stronger foundation for improving the quality and robustness of labour-market
intelligence on the skill needs of enterprises and individuals. It includes a more
concerted focus on harnessingthe knowledge of enterprises as partof the process
of identifyingand addressing future skill needs. The network of nine Regional Skills
Fora are considered to be key institutions in this regard, as they provide a
structured opportunity for education/training providers and employers to
collaborate closely in highlighting skill gaps and developing ways to meet the
emergingskillsneedsintheirregions.

The Regional Skills Fora, each of which is headed by a regional skills manager, are
involved in designing new training interventions, directly engaging with SMEs,
linking skills needs to training provision, and promoting the advantages, to both
employers and employees, of participatingin upskillingand reskilling opportunities.

1 E.g. The National Skills Strategy 2025;the Further Education and Training (FET) Strategy 2014-2019; the Action
Plan for Education 2016-2019; Enterprise Strategy 2025; Skills to Advance (2019); the Inter-Departmental
Report on Fuller Working Lives and the 2017 Action Planfor Jobs.



They are also centrally involved in implementing the Regional Enterprise Plans in
theirrespective regions.

Given the increased demand for their services and the growing recognition of the
importance of harnessing ‘local labour market’ intelligence and usingitto develop
tailored traininginterventions thataddress labour-market needs, itwill be vital to
ensure thatthese key labour-marketinstitutions are adequately resourced.

Table 1.1: Institutional Landscape for Employee Skills Development

The National Skills Council Explore ETBs
The Skills Planning and Enterprise Skills to Advance Skillnet Ireland
Engagement Unit
Skills for Work Higher education institutions
Skillnet Ireland (public and independent)
Springboard+2019
Regional Skills Fora Professional bodies

Skillnet Ireland

Skills for Growth
Part-Time FET provision
Expert Group on Future Skills

Needs

SOLAS SLMRU

1.2 The Ambition for Worker Development

The Government’s policy framework for workforce development, Skills to Advance,
anticipates increasing the number of learners by 25,500 and the number of
employers supported to upskill their workforce by approx. 4,000 over a four-year
period. Asindicatedin Table 1.1, a range of organisationsare involvedindelivering
programmes for workforce skill development.

The Skills to Advance policy framework has identified the Education and Training
Boards (ETBs) as the key institutions for delivering the expected step-upintraining
provision for employees and employers. The regional spread of the ETBs ensures
that they are ideally positioned to provide local access to learning and training



opportunities. The Skills to Advance initiative is also committed to increasing the
flexibility of the ETB’s delivery options through greater emphasis on modularisation,
part-time provision, blended learning, distance learning, flexible scheduling and
learning enhanced by technology. This focus on flexible delivery is already an
integral feature of Springboard+and Skillnet Ireland. Flexible and innovative modes
of delivery can facilitate increased participation by individuals who may, due to low
educational attainment, be reluctant to engage with more formal class-based
learning. This can also serve to alleviate some of the time constraints associated
with work-related training foremployees.

The ETBs will also have to build their capacity to provide education and training
interventions tailored to the changing needs of amore dynamicand complex labour
market. In particular, the transition to a low-carbon, digital future clearly has the
potential to dramatically change individual employer and employee skills needs.

Thisis a challengingagendathathasbeensetforthe ETBs. Ireland, however, is not
aloneinhavingtorise to this challenge. The World Economic Forum has articulated
the need for states to develop and adopt a more ambitious and comprehensive
skills strategy in orderto provide future job opportunities for all workers.

For policy-makers, reskilling and retraining the existingworkforce are
essential levers to fuel future economic growth, enhance societal
resilience in the face of technological change and pave the way for
future-ready education systems for the next generation of workers
(World EconomicForum 2018:1).

Giventhe importance of workforce developmentinthe contextof the transitions,
there may be meritinadopting new and even more ambitious four-year targets in
relation to the numberof employees engagingintraining/learningandthe number
of employers being supported to upskill their workforce. This will require ETB’s
having the appropriate resources and capabilities to both accommodate a higher
number of participants and also deliver a wider range of customised and tailored
coursesina more flexible, learner-centred manner. The Secretariat recognises that
moving to this more ambitious policy goal will be subject to the availability of
adequate resources.

As indicatedinTable 1.1, there is now a stronger network of institutionsinvolvedin
gatheringlabour-marketintelligence and identifying labour-market needs. Although
improving the policy system’s capacity to generate, analyse and disseminate labour-
market intelligence is important, the key is how this knowledge is used to inform
the design and development of appropriate programmes capable of meeting the
skills needs of individual workers and employers.

It would appear that the type of labour-market intelligence generated by the
various institutions outlined above is influencing positively the design and
development of appropriate training provision within the Explore, Springboard+and
Skillnet Ireland programmes. For example, Springboard+ 2019 and Skillnet Ireland



are industry-focused and demand-led programmes. In both, enterprises are directly
involvedin designing programmes to address specificlabour-market skills gaps.

Furthermore, upskilling courses are being developedin both of these programmes
to address identified skill needs associated with both digitisation and the low-
carbon economy respectively. It will be important to continue to develop and
design relevantemployeetraining programmes, including those thatare industry -
led.

Interestingly, engagement with skills policy experts in Ireland reveals that the
transitions are likely to give rise to a spectrum of skills activity: from upskilling, to
delivering new skills and role training, to developing metaskills (self-management,
social intelligence, innovation and imagination). In the construction sector for
example, it is envisaged that the future spectrum of skills needs will incorporate
four main skillsets; traditional skills and crafts; discipline-specific skills; digital skills,
and softskills.zIndeed, workers may need acombination of such skills to enhance
theiremployability in the context of dynamicchangesinthe labourmarketand the
nature of work. This issue of a spectrum of skills is explored in more detail in the
final report.

The policy framework for employee development, Skills to Advance, clearly
articulatesthe need toincrease the level of further education and training provision
for employees, particularly for low-skilled and older employees.

The example of Explore, which was designed by the regional skills managersin close
collaboration with the ETBs and manufacturingindustry representatives, highlights
how a flexible, targeted and customised training programme can stimulate
engagement by individuals with low levels of formal skills or educational
attainment.

It also reveals how this type of initiative can serve as a bridge to participation by
such individuals in further training opportunities. The success of Explore in
encouraging participation in training by manufacturing workers with limited degrees
of digital skillsand alow level of formal educational attainment, in conjunction with
the feedback from employers that their businesses are also benefiting from this
investment, suggests that there are benefits to be gained from adapting and
promotingthe Explore scheme to othersectors.

2 DrRoisin Murphy (TUD), ‘Project 2040: Modemising Construction Skills’ presentationto the Infrastructure
Investmentin an Era of Uncertainty Conference, 31January 2020, Dublin.
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1.3 The Value of Skills Audits and Tacit Knowledge

The emergence of a more dynamic and complex labour market reinforces the
importance of gathering robustlocal labour-marketintelligence that can be used to
informthe responses of the education and training providersinseekingto address
local/regional labour-market needs. The experience of transition to date, for
example, inthe Midlands also reveals how valuable skills audits are in preparing and
respondingto change (see Box 1.1).

Skills for Growth is a new initiative that was developed by the Department of
Education and Skills in partnership with the Regional Skills Fora managers, SOLAS,
AIRO — All-Island Research Observatory, Enterprise Ireland, the higher education
institutions that are part of the Mid-East North Dublin (MEND) cluster, and the HEA.
The aim of this programme is to increase the quality and quantity of data on skills
needs both within individual enterprises and at the regional level. Participating
companies are provided with a new employee skills audit tool and one-to-one
assistance from a Regional Skills Forum manageron how to useitto planforfuture
workforce development. This tool enables the collection and analysis of more
granulardata on the skills profileand needs of individual enterprises.

Once particularskill needs have beenidentified, the Regional Skills Forum manager
willlinkthe company with the most appropriate education and training programme
to address any skills deficits that were identified. The data from these individual
audits can also be aggregated to identify skills needs at the regional level. This
provides a foundation for exploring how the education and training system can
respond flexibly and effectively to any emerging skillsdemand inindividual regional
labour markets. Itis planned that, asthe projectis extended, Further Education and
Training providers will also become more involved in the initiative. Enterprise
Ireland has developed ‘Spotlight on Skills’ as part of the Skillsfor Growth initiative,
to assist Enterprise Ireland, Local Enterprise Offices and Udaras na Gaeltachtaclient
companies to identify the skills needed to support the growth of their business.
Through a series of focused workshops, Enterprise Ireland aims to deepen its
understanding of the specific skills needs of client companies. Following the
workshops, Enterpriselreland, in partnership with regional skills managers and the
DES, facilitate participating client companies in engaging with higher education,
further education and other training providers in order to assist in meeting their
skills requirements.
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Box 1.1: Lessonsto Date from the Midlands Experience

As part of this research, the Council has looked at the experience of the transition in the
Midlands to date. Following engagement with key stakeholders in the region, the following
high-level lessons emergedand have informed the Council’s recommendations throughout this

report:

e Support better employee engagement arrangements that facilitate collaboration, joint
problem-solving and conflict avoidance/resolution to identify strategies in response to
the transition challenge and to resolve issues betweenemployers and employees at local
level.

e Develop arrangements that encourage and facilitate interaction at local level between
companies, agencies and other stakeholders, overseen and mandated if necessary by a

nominated memberof the Transition Team.

e View skills audits as a vital tool and data source for individuals, companies, agencies,
communities and regions regardless of whether or not they are vulnerable. Must
recognise tacit knowledge/prior learning, and skills beyond ‘job titles’.

e Facilitate the sharing of skills demand/availability information in a timely fashion
between employers and employees, companies and agencies so that people can make the
right choices for themselves and receive the supports that they need.

e Incentivise employers to facilitate vulnerable employees to avail of and attend training,
upskilling and development opportunities that may or may not be relevant to their

current work with the company.

e Provide ‘seed funding’ designed to support small companies/groups of workers who wish
to avail of the funding that is being made available by government and the EU (e.g. the
Climate Action Fund) and who do not necessarily have the time, resourcesand expertise
required for a successful application.

e Fund the preparation of ‘non-commercial’ proposals and plans by and for vulnerable
communities.

e Reward companies that undertake transition strategies early/on a voluntary basis.
e Ensure maximum, targeted impact of transition funding (e.g. social clauses).

e Avoid a one-size-fits-all approach in the design of responses and supports at local level.
There will always be local issues to be resolved which will require direct customised
responses and supports tailored to meet the needs of individuals, companies,
communities and regions.
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These various examples suggest that quality skills audits, focused on the needs of
workers as well as the needs of firms and sectors, should play an increasingly
important part in the State’s preparation for and response to the ongoing
transitions. The digital and low-carbon transitions are contributing to changesin the
jobs and skills landscape and increasing the level of uncertainty and complexity
across the labour market. This creates a context whereby makinginformed choices
on reskilling or upskilling opportunities can become more difficult for all workers
and forvulnerable employees in particular. Skills audits, as shown above, can serve
as effective labour-market intelligence instruments. For employers, they help in
identifying skill needs and in planning a workforce development strategy. For
service providers, they provides the quality ‘intelligence’ that can help them
develop appropriate nationaland regional responses to labour-market needs.

Quality skill audits or profiles can also be beneficial foremployees who are facing
potential job losses. Importantly, quality skills audits can be used to not only
identify formal skills gaps but also to recognise and validate an individual’s full range
of knowledge, skillsand competencies, including those acquired through informal
learning and work-based experience. Havingin place an effectiveand agreed system
of recognising and certifying priorlearning can serve to reinforce the robustness of
such employee skills audits. By developing a more comprehensive picture of an
individual’s skillset, service providers are better placed tobothidentify viable job
opportunities and/or propose appropriate upskilling or reskilling interventions.

1.4 Meta-Skills for Transition: Self-management, Social
Intelligence, and Innovation

The Education and Training Boards (ETBs) have been identified by the Government
as being key to the delivery of its workforce development strategy. As outlined
above, the ETBs are justone actor in the broad range of actors involved in delivering
programmes for employee skills development. Higher education institutes (HEIs)
also have an important role to play in the context of transitions, not just in
developingthe skills for specificoccupations but alsoin conveying the meta-skills of
self-management, social intelligence and innovation that individuals need to be
prepared forthe changing world of work.

The role of educationinIreland's consideration of transition issues to date has been
centred on retraining, upskilling and provision of careeradvice, when workers find
themselves facing changed roles, tasks, location, oreven redundancy. Supportsand
awareness in this area must continue and be enhanced, but there is also an
opportunity to consider how the education and training system in Ireland more
broadly might play a more proactive role in supporting transition in the decades
ahead.

Thisrequires actively engaging the HEls, both publicand private, inidentifying and
providing mechanisms for delivery of critical skills fortransition. A paper prepared
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for the Scottish Just Transition Commission highlights the need to look beyond
upskilling in preparing society for transition. It points to the growing need and
demand for meta-skills in particular, in preparing for an increasingly digitised
economy. These meta-skillsincludethree broad types of skills:self-management,
social intelligence, and innovation. The National Endowment for Science,
Technology and Arts (NESTA) argues that there will be anincreasing demand for:

e interpersonal skills: social perceptiveness and coordination, and negotiation
skills;

e higher-ordercognitiveskills: originality, fluency of ideas and active learning; and
e systemsskills: judgement and decision-making, systems analysis and evaluation.

These skills, previously identified in other reports as soft skills, are increasingly
emphasised across many education offerings. In considering these skills more
deeply, the Scottish Just Transition Commission notes the challengesin creatingthe
mechanisms to effectively generate these skillsets. It suggests that the optimum
mechanism is likely to be a blend of work-based and academic learning. Its report
recognises that creating effective mechanisms fordelivery poses major challenges
for the education and skills system, given the likely scale of demand.

Discussion about the place of these skillsin the Irish education and training system
has beenongoing. Recent developmentsinthe lowersecondary phase and current
debatesabout primary education and seniorcycle reflect, to differing degrees, an
emphasison at least some of these kinds of skills. Ireland is committed to such skills
development but the approach can appear piecemeal at present. In this context,
there appears to be an opportunity for the policy system to more directly engage
with the higher education sector to identify how it can further develop its role in
skillset development linked to the low-carbon and digital transitions. This could
include:

e inviting relevant departments and agencies with responsibilities in the area of
skills development (e.g. the National Council for Curriculum and Assessment,
SOLAS, and the HEA) to report on developments in relation to supporting
Ireland’s transition to alow-carbon and digital future;

e mapping how meta-skills (self-management, social intelligence andinnovation)
have beenreflectedinand supported by recent developments across the higher
education system; and

e collectingcase studies of evidence of impact, where learnersof any age in HEIs
have beentaughtand been required to demonstrate competencein any of these
meta-skills.
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1.5 Resiliencein Transition: Lifelong Learning,
Information-Sharingand Career Advice Services

The pace, scale and nature of changes in the labour market suggests that
participatingin upskillingand/orreskilling will notsimplybe aone -off endeavour
for a specific cohort of affected workers. There will be an imperative to make
lifelong learning a reality for all workers over the course of their careers (OECD,
2019d). Indeed, the World Economic Forum has calculated that workers, on
average, will need an extra 101 days’ training to meetthe demands of the changing
labour market.

One of the targets in the National Skill Strategy 2025 is to increase to 10 per cent
the number of people aged 25-64 engaged in lifelong learning by 2020, and to 15
per cent by 2025. As a result of increased investment in education and training,
Ireland had achieved arate of 13 per centby Q4 2018. Individuals with low levels of
formal qualification are the least likely to participate in lifelong learning, while
engagement also decreases with age (Solas, 2019a). In contrast, more than two-
thirds (69 percent) of lifelonglearning participants held third-level qualifications.
These trends onless participationintrainingand lifelong learning activities by older
workersandthose with lower educationalattainmentreflectinternational trends
(CEDEFOP, 2015).

The potential impact of automation will be disproportionately felt by those with the
lowest level of educational attainment. Solas (2019b) has also suggested that older
workers (50-59) are the group that are potentially most in need of upskilling in
order to adapt to the changing world of work. This primarily reflects the
comparativelylow level of educational attainmentin this cohort of the workforce,
as 42 per cent of such employees — equivalent to 176,000 individuals — have a
highest educational attainment of uppersecondary orless. Interms of occupations,
lifelong learning rates are highest for those working in high-skilled occupations
(professionals and associated professionals) or high-skilled sectors. In contrast,
sales, operative and elementary occupations accounted for only 14 per cent of
employed participants in lifelong learning (Solas, 2019a). These occupations are,
however, among the most at risk to job loss or substantial changes in skills needs
arising from automation (Doyle & Jacobs, 2018). These trends highlightthe need to
explore ways of increasing participation in lifelong learning by those cohorts of
workerswho are currently under-represented in such activity.
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A final consideration in relation to resilience and lifelong learning is the role of a
‘shared response’. This is an interesting characteristic of the Swedish Job Security
Councils, which have a long-standing focus on smoothing economic restructuring
(Box 1.2). The approach provides supports and advice to all the stakeholdersin a
redundancy situation: employees, employers and trade unions. The prospect of
multiple redundancies is viewed as a shared problem that requires a ‘shared
response’ based on openness and transparency, and awillingness to work together.
Although much of the attention tends to focus on the capacity of Job Security
Councilstosecure alternative employmentforworkers, the continued involveme nt
of employersinthis processindicates thattheytoofindit beneficial.

Box 1.2: Swedish Job Security Councils

Swedish Job Security Councils are social partner-led market institutions that aim to facilitate
relatively smooth economic restructuring while fostering a more dynamic, resilient and
inclusive labour market. Established by anegotiated collective agreement, the councils operate
as legally constituted foundations. In 2006, it was estimated that approx. two million
employees were covered by 10 job security agreements. The TRR foundation (TRR
Trygghetsradet) is the oldest and best-known council, having been involved in managing
economicrestructuring since the mid-1970s.

Based on collective agreementbetween the Confederation of Swedish Enterprise and the PTK, 3
TRR offers services to employers, trade unions and employees. Employers are provided with
advice on how to handle proposed restructuring while trade union officials receive training on
how to deal with dismissals and associated industrial relations issues.

The most important role of the TRR, however, is to provide labour-market services to
employees, in particular those whose job is vulnerable to economictransition. Ifan employee
fulfils certain qualification criteria, the TRR provides acompensatory payment thattopsup the
voluntary state unemployment insurance. The TRR also has a large team of professional
advisors and counsellors who work with vulnerable employees. This usually involves assessing
the individual’s skills and experience, providing one-to-one guidance counselling, and

developing atailored plan of action to enable the individual secure new employment.

The TRR guidance counsellors often use their network of connected companiesin their sector
to secure employment for dismissed workers. Individuals who wish to start their own busine ss
can also avail of entrepreneurial advice, training and financial supports.

3 PTKis a joint organisation comprising 26 trade union federations representing private-sector white-collar
employees.
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The TRR estimates that, within eight to ten months, 90 per cent of their clients will have
secured alternative employment of equivalent or improved status. The capacity of professional
guidance counsellors to provide labour-market supports that are tailored to individual
employee needsis considered a key strength of the Job Security Councils.

This is further reinforced by the fact that councils such as TRR intervene very early in the
restructuring process so that individuals are availing of individualised guidance and supports
before they actually lose their job. Indeed, the TRR provides an anticipatory labour-market
service for all employees in companies facing potential future redundancies.

Job Security Councils are an integral feature of the labour-market landscape rather than just
emergingin response to a crisis. This affords them the opportunity to invest in developing their
professional capabilities, foster strong sectoral networks and deepen their level of labour-
market intelligence. The councils’ ongoing activities are underpinned by a robust and
sustainable funding model based on an employer membership fee. It isimportant to recognise
that the evolution and effectiveness of the Job Security Councils has been influenced by the

particular character of Swedish industrial relations and employment legislation.

The needto incentivise employersto facilitate vulnerable employeestoavail of and
attend training, upskillingand development opportunities, which may or may not be
relevantto theircurrentwork withthe company, alsoemerged asalessonfromthe
Council’s examination of the Midlands (see Box 1.1). Afurtherlessonwasthe need
to facilitate the sharing of skills demand and availability information in a timely
fashion between employers and employees, companies and agencies so that people
can make the right choices forthemselves and receive the supportsthey need.

While Ireland performs abovethe EUaverage in high-level digital skills, the average
digital skills of people are low: only 48 per cent have at least basicdigital skills, well
below the EU average of 57 per cent (European Commission, 2019a). Ireland’s
performance indigital skillsis also well behind the better-performing states —85 per
cent in Luxembourg and 75 per cent in the Netherlands have at least basic digital
skills (ibid.). In this context, it is also not surprising that the proportion of internet
users is also below the EU average (ibid.) Addressing this ‘digital gap’ will not be
easy and will require structured engagement with industry, the trade unions and
other stakeholders in seeking to identify how best to respond to this policy
challenge as part of our wider National Digital Strategy.

Work by the OECD also notes the importance of providing one-to-one advice and
tailored supports that reflect anindividual’s skills, circumstancesandemployment
ambitions (OECD, 2019a, 2019d). Providing vulnerable employees with quality and
customised guidance would assist them in making more informed choices about
potential upskilling and/or reskilling opportunities. It would also enhance their
lifelong learning and capacity to navigate an increasingly complex labour market
(Government of Ireland, 2019a). Personalised guidance and counselling can also
address the motivational or behavioural issues that can prevent low-skilled
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employees from engaging in sponsored training opportunities (World Economic
Forum, 2018). The example of the Swedish Job Security Councils also highlights how
early intervention in the restructuring process and the provision of high-quality
guidance and supports tailored to individual needs can be key to enhancing the
future employability of workers vulnerableto economictransition.

Further, the need for better employee engagement arrangements that facilitate
collaboration, joint problem-solving, mediation, and conflict avoidance /resolution
to identify strategies in response to the transition challenge and to resolve issues
between employersand employees atlocal level, wasalsoakeylessons emerging
fromthe Council’s examination of experiencein the Midlands.

1.6 Steps to Further Improve the Worker Development
Offering

The provision of individual guidance and advice isanintegral partof the activation
supports that Intreo offices provide to unemployed jobseekers. Unemployed
jobseekers may also avail of advice, supportand guidance from otherorganisations
such as the Local Employment Service, JobPath, Job Clubs and ETBs. At present
vulnerable employees cannot avail of these types of services until they actually lose
theirjob.

This highlights the importance, in the first instance, of implementing the
commitmentinthe FutureJobs Ireland strategy to extend the careeradvice service
provided through the PublicEmployment Service to those currently inemployment
who may be vulnerable due to technological and otherchanges.

Although thisisa welcome development, the increased complexity and uncertainty
in the labour market suggests that there is merit in exploring how to build up a
flexible network of labour-market intermediaries that would provide quality
guidance and counsellingtovulnerable enterprises and workers. Itisinteresting to
note that both the LEOs and Enterprise Ireland have invested in developing panels
of experienced business mentors who can provide one-to-one or group-based
advice and expertise to firms at different stages of their life cycle. The Council
believes that similar panels of labour-market/employment mentors should be
available to employees facing unemployment as a result of the transition to a low -
carbon, digital future.

There already exists in the labour market a strong network of business groups,
professional representative bodies and trade unions. This suggeststheremaybe an
opportunity to tap into the collective knowledge of such groups in providing
additional expertise and guidance that can enhance the employability of vulnerable
employees.
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The combination of extending the full range of state-supported guidance and advice
services to vulnerable workers in the low-carbon or digital transitions and
establishingregional networks of labour-marketintermediariesto provide quality
one-to-onecoachingand mentoring would improvethe currentlevelof services to
those who may be vulnerable to unemploymentinthe nearfuture. These types of
actions highlight the potential, particularlyinthe context of near-fullemployment,
of reconfiguring the focus of the PublicEmployment Service by expandingits reach
and associated suite of supports sothatit can meetthe challenges associated witha
changingeconomyanda more dynamicand uncertain labour market. The increased
collaboration with other state agencies, as well as the types of labour-market
interventions that itis undertaking in locations such as the Midlands, indicate the
potential benefits that can be gained from investing in and developing a robust
public employment service that supports the wider workforce and not just those
who are registered asunemployed.

In addition, the OECD (OECD, 2019d, 2019a) highlights that training needs vary
according to the previous experience of workers and the sector where they are
seekingemployment. This difference, they contend, pointsto the needtocarefully
identify potential ‘destination’ sectors in designing training programmes. In the
Midlands, the ETBs and the Intreo Office have been jointly undertakingon-the-site
skills audits in two locations where employees are facing transition-related
redundancies. A key aim of this activity is to develop bespoke training courses for
destination employmentsectorsinthe low-carbon economy. Drawing on this work,
the ETBs are currently developing bespoke courses for the nearly zero-energy
building standard and the deep-retrofit programme. The Secretariat considers that
a concerted focus on identifying potential destination routes should be a central
element of the design of interventions and training programmes for vulnerable
workers.

Finally, despite the increased focus on, and inve stmentin, workforce development,
there is a sense that there is still a lack of awareness among employers and
employees of the level and range of support that is available from the State. Itis
interesting to note that a national promotional campaign was undertakenin 2019 to
create a national identity around Skills to Advance and to raise awareness of this
new strategy. Individual HEls also actively promote their Springboard+ courses
across various mediaformats, as does Skillnet Ireland in relationtotheir upskilling
and reskilling courses. Despitethis, the feedback from key actorsisthat many SME
managers and theirworkforces have arelatively limited awareness of the types of
training supports they can access. A fund to raise awareness of lifelong learning
opportunities was a part of the recent Danish Tripartite Agreement on adult and
continuingtraining. Inthis context, thereappearstobe meritin establishingamulti-
stakeholderworking group to explore and develop waysto enhance awareness of
the upskilling and reskilling opportunities available and help to address current
information gaps.
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In closing, the Secretariat contends that taking action to improve the quality,
accessibility and appropriateness of the workforce training and development is
pivotal in seekingto prepare forand address, inan inclusive manner, the complex
and uncertain labour-market changes associated with the low-carbon and digital
transitions. Itisimportant, however, thatindividuals see participationinupskilling
and reskillinginitiatives as a tangible and viable pathway to future employmentin a
good job.

A lack of alternative good-quality employment opportunities will undermine an
individual’s willingness to undertake training. It will also reduce the potential
economic return from the State’s considerable investment in upskilling and
reskilling activities. This highlights the need for government policy to continue to
focus on achieving balanced and sustainable regional economic development as
part of the broadertransition process.



Chapter 2
Building Resilient Enterprises: Viable
but Vulnerable
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2.1 Introduction

The second driver identified by the Secretariat is the building of more resilient
enterprises. This ‘driver’ focuses on the supports forenterprisesand sectors faced
with challenges arising from the move to a low-carbon economy, sustainable
business models and new technologies.

The Government has recently published a comprehensive SME and
Entrepreneurship Policy Review that was undertaken by the OECD over an 18-
month period (OECD, 2019e). The focus of this review was to identify policies and
strategiestoimprove Irish SME productivity levels, resilienceand the potential for
growth and internationalisation. The Secretariat’s analysis, as outlined in this
section, thereforeseeksto build onthisinternational reviewby seekingtoidentify
practical enterprise development supports and actions that would assist vulnerable
enterprises and sectors to both address the challenges and embrace the
opportunities associated with the transition to a low-carbon digital future.

The concept of resilience has been central to national enterprise policy since the
publication of Enterprise 2025 Renewed (Government of Ireland, 2018d). Ireland has
a well-established architecture for supporting enterprise and management
development, including support for research, innovation and adoption of new
technology. These enterprise supports are, with good reason, focused on growth
potential and job creation. This has delivered considerable benefits for the State
and itscitizens. The challengein the context of the transition toalow-carbon digital
future is how to provide effective supportforviable butvulnerable enterprises; for
example, how to support vulnerable firms to maintain employment in a context
where jobroles and associated task content are changing.

The Secretariat argues that a key element of the State’s response to transition
should be the extension of enterprise supports beyond high-potential, scaling or
exporting firmstovulnerable butviable firms, to support marketand job retention.
These issues are expanded furtherin the following six sections:

e Theinstitutional set-up for supporting vulnerable enterprises
e Providingenterprisedevelopmentsupportstovulnerablefirms

e LessonsfromBrexit preparations
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e Buildingonthe OECDreview of SME policy
e Ensuringan increasedfocusonthe transitiontoalow-carbon economy

e Supportingearly movers

2.2 The Institutional Set-up for SupportingVulnerable
Enterprises

The recently completed review by the OECD of SME and Entrepreneurship policy in
Ireland concluded that there is a well-established policy and institutional
architecture for supporting enterprise development, including support forresearch,
innovation and the adoption of new technology. The National Development Plan
(Governmentof Ireland, 2018a) makes provision forthe funding of awide range of
business enterpriseand innovation programmes by Enterprise Ireland, IDA Ireland,
Science FoundationIreland, the Local Enterprise Offices and InterTradelreland. For
the five-year periodto 2022, the NDP sets outan indicative allocation of €3.16bn of
capital investment by the Department of Business, Enterprise and Innovation.

It is estimated that there are currently approx. 170 government business and
advisory supports available for indigenous enterprises in Ireland (Government of
Ireland, 2019c). This includes information-sharing and awareness-raising; advisory
and mentoring services; financial support; training; research activity, and regional
development initiatives. These supports are administered and delivered by a
network of 37 state bodies, comprised of enterprise development agencies,
government departments, local authorities, sector-specificstate/national bodies;
local development companies; state-sponsored financial institutions, a cross-border
trade agency, and businessinnovation centres and accelerator programmes.+

The range of organisationsinvolved in delivering enterprise developmentsupports
confirms the strong cross-governmental approach to enterprise policy (OECD,
2019c¢). In this network, the two main actors with regard to developing the
indigenous business sector — micro-enterprises, smalland medium enterprises, and
larger companies — are the Local Enterprise Offices (LEOs) and Enterprise Ireland
(EIl). The activities and associated enterprise supports delivered by these two
enterprise development agencies are also potentially the most relevanttothe topic
underconsiderationin this report, namely supporting enterprisesand sectors that
are vulnerableto the low-carbon and digital transitions.

4 Inthis number, local authorities and local development companies are categorised as single groupings.
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For these reasons, thisreportfocuses onthe enterprise supports provided by both
of these state agencies, though reference is made where appropriate to supports
provided by otherbodies. (See Appendix 2for more on the operation of these two
agencies.)

2.3 Providing Enterprise Development Supports to
Vulnerable Firms

Ireland has been shown to have a well-established and comprehensive suite of
business development supports. The activitiesand marketinterventions of El and
the LEOs are very much focused on companies with growth potential and the
capacity to generate additional employment, primarily by building their export
capacity. There is a clear strategic focus on supporting export-orientated
enterprises in the international services and manufacturing sectors. The suite of
activities and interventions designed to support the building of firm-level
organisational capabilities and capacities are very much associated with
(potentially) dynamic, competitive and innovative firms. This concerted focus on
export-orientated, high-growth-potential or scaling firms is also evident in the
investment profile of EI’s various risk and development capital schemes.

As a small open economy, it is vital that Ireland continue to develop a robust
export-orientated indigenous SME sector as this is a key driver of sustainable
economicand employment growth. The importance of thisapproachis highlighted
by the fact that in 2018 the number of people employed by Enterprise Ireland-
supported companies increased by 4.4 per cent to 215,207, the highest ever-
recorded figure in the 20-year history of this agency. Approx. 64 per cent of this
total employment figure wasin companieslocatedinregions outside of Dublin. It
should be noted that this record figure, although substantial, accounted forjust 9.5
per cent of total employment in Ireland at the end of Q4 2018. The OECD (2019)
noted that, although there is a comprehensive and solid set of programmes for
SMEs and entrepreneurs, there isadanger of some traditional SMEs falling between
the LEOs’ focus on micro-enterprises and El’s targeting of firms with export and
growth potential.

More specifically, a continued focus solely on high-potential, scaling or exporting
firms will probably ensure that the State’s development agencies will not be best
placed to support those firms that are viable but vulnerable to the challenges
associated with the low-carbon and digital transitions. This could includefirms that
operate inthe domesticmarketand are notintendingto exportand/orenterprises
that need support in order to maintain their market presence and employment
levelsratherthan necessarily growing either.

To an extent, this will require the State’s network of agencies moving from an
emphasis on identifying and championing winners, to a situation whereby, in the
context of the difficult transitiontoalow-carbon, digital future, theyare also able
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to provide enterprise developmental supports to viable but vulnerablefirmsacross
the whole SME sector.

Interestingly, there are examples of state schemes that have been used to assist
viable but vulnerable firms, and in particular support the maintenance of their
employmentlevels. The Enterprise Stabilisation Fund (ESF) was introduced in 2009
to assist vulnerable but viable internationally trading companies to survive the
economicdownturn. The overarching objective of the ESF, which was managed by
Enterprise Ireland, was to retain jobs and ensure the continued survival and growth
of companies. By the time of its closure in 2015, the fund had supported 9,500 jobs,
and the majority of the companies that were assisted are still trading. The
establishment of the ESF meant an additional focus for El — albeitatemporary one —
in terms of supporting job growth and directly investing in protecting viable but
vulnerable firms.

A second example of ascheme designed to supportemploymentretentioninviable
but ‘temporarily’ vulnerable firmsisthe DEASP’s Short-Time Work Support Scheme
(STWSS). Generally, one of the primary conditions foraccessing Jobseeker’s Benefit
(JB) is that an individual must be unemployed. However, in instances where an
employerhastemporarily reduced the working hours of an employee who normally
works full-time, it may be possibleforthe employee toaccessJBunder the STWSS
provided they meetthe otherconditions thatapplytoJB; for example, theycannot
work more than three days per week. The STWSS is a temporary support; if the
reduction of working hours persists foran extended period, the DEASP will reassess
an individual’'s claimto see if areturn to full-time workislikely orif the individual
should be reassessed as a part-time worker. This scheme was widely used during
the deep-seated recession post-2008. With the return to strong economic and
employment growth, there has been lessrecourse tothe STWSS. Indeed, itappears
that, ingeneral, employers, trade unions and State agencies lack awareness of how
the STWSS can be an effective tool forjob retention by proving financial support to
workersfacingreduced workingarrangements.

As noted above, the management of the ESF involved El adding a focus on job
retention or protectiontojob growth for a particular cohort of firms, albeit during a
period of unprecedented economic malaise. Interestingly, in ElI's Strategy 2017-20
(Enterprise Ireland, 2017) there was a recognition of the need in the context of
Brexitto assist client firmsto maintain and embed their market positionin the UK.
The El Brexit Unit was charged with leadinga coordinated cross-agency response to
Brexit, including the development of targeted client supports. This structured
response combined both the further development and expansion of existing
supports such as the LEAN programmes with new initiatives such as a new UK
Market Development Plan, a new UK Communications Programme and the
implementation of aninnovationtoolkit. There was also recognition of theneed to
introduce tailored sector-by-sector and one-to-one firm engagements. This range of
activities demonstrated El’s capacity to customise and tailorits servicesin response
to a potential external shock. The transitions to a low-carbon and digital economy
are also structural shocks that may have a substantial impact on the SME sector.
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This suggests that the enterprise agencies should consider developing a tailored and
structured response to address the potential impact of the transition to a low-
carbon, digital future. Enterpriselreland will be developingits Corporate Strategy
for 2021-2025 during 2020. It is the Secretariat’s view that this should be informed
by the challenges for enterprise to transition to a low-carbon and digital future,
consistent withthe policy prioritiesidentified in Future Jobs Ireland, the OECD SME
review and the Climate Action Plan 2019.

Further, the Local Enterprise Offices are committed to supporting the
implementation of initiatives that will deliver on government policy priorities as
outlinedin FutureJobs Ireland, Project Ireland 2040 and Enterprise 2025 Renewed. It
is recognised that achieving this objective will require an enhanced focus on
developing programmes that will support businesses to become more competitive
and productive through embracing digitalisation and transitioningtoa low-carbon
and climate-resilient society. The LEO programmes to date have had a rather limited
focus on the low-carbon agenda. There is also, clearly, scope for them to enhance
theirdigital offering.

The recently introduced pilot ‘Productivity Challenge’ initiative for domestically
focusedfirms appearsto offera numberoflearnings forthe future development of
programmes designed to address the low-carbon and digital transitions. First, the
decision by the LEOs to extend the eligibility for this particularfinancial support to
domestically focused small businesses — rather than just micro-enterprises with
growth and export potential — has enabled the LEOs to engage with a broader
cohort of indigenous enterprises.

Secondly, the targeted nature of this programme has highlighted the practical
benefits to small businesses of investing in productivity improvements. Thirdly,
although some firms will not secure a ‘productivity’ voucher, as the number of
applications already exceeds the number available, there is a commitment to
engage with this cohort of applicants to see what other services or supports the
LEOs can provide to them. This is an opportunity for the LEO network to raise
awarenessinthe small business sectorabout the range of enterprise supports and
services that are available to businesses beyond this particular scheme, including
those provided by other state bodies. The level of the response to this initiative
highlights the demand forenterprise development supports, particularly when they
are designed to address a tangible and practical challenge in firms —in this case,
improving productivity and operational efficiencies. Finally, there is scope to
examine if the competitive funding model that was used forthis scheme could be
replicated in the future to support SMEs to address other
productivity/competitiveness challenges.



26

2.4 Lessons from Brexit Preparations

The potential impact of Brexit on economicactivity and future tradingrelationships
with the UK is a major issue for the indigenous SME sector. In response to this
challenge, the LEOs, El, InterTrade Ireland and DEASP have developed a range of
supports designed toincrease business resilience and to assist SMEs in taking action
to more effectively mitigate the risks and avail of the opportunities that Brexit
poses.

In September 2018, the Government launched its Getting Ireland Brexit Ready
publicinformation and outreach campaign. As part of this campaign, events hosted
throughout the country brought together a range of agencies and their parent
departments — Department of Business, Enterprise & Innovation (DBEI),
Department of Agriculture, Food & the Marine (DAFM), Department of Transport,
Tourism & Sport (DTTAS) — to provide information and advice to both businesses
and individuals. Additionally, DBEI published a Quick Brexit Guide for Business:
Customs, tariffs and duties, currency, imports, certification, working capital and
financing, which was distributed to the LEOs network, El's regional offices and
Udards na Gaeltachta.

The LEOs, working in partnership with El, the local authorities and other state
agencies, have developed a range of supports, including mentoring, workshops,
diagnostic tools and financial incentives to assist micro-enterprises and small
businesses in preparing for the potential impacts of Brexit. As part of this activity,
they have tailored their mentoring service to address Brexit-specific business
challenges — the Brexit Mentor Programme —and sought to deliver more targeted
training. The LEOs have also used Brexit as an opportunity to expand theirfootprint
beyondtheirnormal clientbase. The new Customs Workshops, which cover issues
such as import and export procedures, how tariffs work and how to correctly
classify goods, are accessible to businesses fromall sectors.

Additionally, the LEOs have identified a number of their existing programmes, in
particular the TAME Grant and the Trading Online Voucher, as ways in which firms
can better respond to the changes in the trading relationship with the UK, given
their focus on enhancing export capacity and online presence, respectively. The
Technical Assistance for Micro-Exporters (TAME) Grant, which provides anincentive
for LEO clients to explore and develop new export market opportunities, was
actively promoted among clients with high exposureto the risk of Brexit.

Enterprise Ireland, as part of its Strategy 2017-20, put in a place a structured
programme of measures in response to the Brexit crisis and, importantly, has
continued to build on an initial coordinated programme. Forexample, ithassought
to improve business’s awareness and understanding of the challenges associated
with Brexit by establishing the Prepare for Brexit online portal and communications
campaign, as well as the online Brexit SME Scorecard to help indigenous enterprises
self-assess their exposure to Brexit. In addition, it developed an online Customs
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Insight course to provide advice to business on the actions they can take and the
various supports availableto them.

Further, as part of its focus on encouraging enterprises to be proactive in preparing
for Brexit, Enterprise lreland initiated a series of Brexit Advisory Clinics. The purpose
of these events wasto encourage companiesto develop their capabilities in three
operational areas: strategic sourcing, financial and currency management, and
customs, transportand logistics. Recognising that the impacts of an external shock
can have differential impacts onindividual companies, Enterprise Ireland has sought
to deliveranincreased number of company-specificinterventions thatcan include
one-to-one consultancy engagements for Brexit contingency planning, training,
innovation, competitiveness and diversification of financial supports. El hasalso put
in place the following Brexit-related financial support schemes:

e the Act-On Initiative: a programme focused on financial and currency
management, strategicsourcing, customs and logistics; and

e the Be-Prepared Grant, to support firms in accessing research and external
expertise to examine their exposure to Brexit and explore ways of addressing
thisrisk.

In addition, El has used the engagement with companies on the issue of Brexit to
raise awareness of its overall suite of business support offerings and to highlight
how improvements in innovation, export capacity, managerial capacity and
productivity could assist firms to build their resilience in the face of future changes
in trading relationships. In particular, new schemes such as the Operational
Excellence Package, the Agile Innovation Fund, the Online Retail Scheme and the
Market Discovery Fund — all of which have application beyond the issue of the
Brexit—were promoted asfinancial supports that could assistfirmsinplanning for
future changes associated with the UK leaving the European Union. Overthe course
of 2018, Enterprise Ireland approved funding of €74m for 535 of its most Brexit-
exposedclients.s

Finally, the cross-border trade and business development body InterTrade Ireland,
jointly funded by the Department of Business, Enterprise and Innovation (DBEI) and
the Departmentforthe Economyin NorthernIreland, launchedits Brexit Advisory
Service in 2017. In 2019 DBEI provided an additional €1m to support this Brexit
Advisory Service, which now incorporates financial supports, online learning tools
and resources, information and awareness-raising events and a focused research
programme.s

5 https://dbei.gov.ie/en/News-And-Events/Department-News/2019/January/09012019.html

6 https://intertradeireland.com/brexit/
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Preparing for Brexit has involved activity by institutions beyond the enterprise
development agencies. Building onthe ongoing work of the Brexit Liaison Group, a
series of Brexit-focused inter-agency collaboration and scenario-planning events
were organised by DEASP with the objective of clarifying the role of eachagency in
the event of a localised ‘employment shock’ post-Brexit. These events were
attended by relevant government departments, state agencies and enterprise
developmentbodies. On each occasion, aninter-agency meeting was followed by a
scenario-planning sessionin which anumber of scenarios were discussed in orderto
test the response to localised employment shocks of the Public Employment
Service, enterprise agencies and associated ETBs.

The modelling of different scenarios enabled the development of a roadmap that
could be followed by the various agencies if asimilar event occurs due to Brexit. The
key learnings and planned outcomes from these inter-agency Brexit planning events
to date are:

e Early intervention is key. A strong flow of timely, quality information and
communication between government departments and state agencies will be
crucial to enhancingthe State’s preparedness forano-deal exit.

e Aninter-agency groupineachregionisto be establishedand will meet weekly,
once it becomes clear that employers are making staff redundant or are laying
off staff temporarily.

e There is a need to increase awareness of the in-work supports that may be
available to firms and workers affected by Brexit, particularly the Short-Time
Work Support Scheme (STWSS) provided by DEASP.

e The Government is planning to lead a communications campaign to create
awareness amongvulnerable firms and workers of the state-sponsored in-work
income and training support measures that may be available to them.

Importantly, participationinthese various inter-agency collaborationand planning
events hasserved to deepenthe working relationship betweenthe relevant state
actors.

Skillnet Ireland has also developed a Clear Customs initiative, which offers
immediate and free customs training to customs intermediaries and to firms that
frequently trade with or through the UK. Participating companies can avail of a
payment of up to €6,000 per employee who completes the training to invest in
staffing and other eligible customs compliance costs (to a maximum of 10
employees perbusiness).
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Collectively, El, the LEOs, DEASP, InterTrade Ireland and Skillnet Ireland have put in
place a range of developmental supports designed to assist the SME sector to
address the potential impact of Brexit. Although Brexit continues to be
characterised by considerable complexity and uncertainty, there has been a clear
emphasis on encouraging firmstoadopta more proactive approach and to planand
take action that will enhance theirresilience and organisational capabilities.

Providing information, awareness-raising, financial assistance and direct
engagement with firms have been akey feature of thisresponse, including reaching
out to enterprises that would not normally be on the radar of the development
agencies. Anumber of Brexit-specificdevelopment supports have beenintroduced,
while certain existing supports have been tailored to make them more Brexit-
relevant.

Interestingly, both El and the LEOs have also used engagement around Brexit to
highlight to firms that their existing ranges of schemes, designed to build innovation
and exporting capacity, increase productivity and improve managerial capabilities,
can assist firms to increase their business resilience and support them in taking
action to more effectively mitigate the risks that Brexit poses. Indeed, arguably
Brexit has made takingactionin these key business developmentareaseve n more
relevantfor many SMEs.

State bodies—be they departments oragencies —have also had to investin building
theirown organisational capabilities and skills. A final characteristic of thisfocus on
preparing for Brexit has been the increased interagency collaboration and
cooperationinseekingto provide aflexible, effective and efficientresponse to the
multi-faceted challenges of this major external structural shock.

The experience of preparing for Brexit indicates there is potential benefit in
examining how the policy architecture, the associated suite of supports and the
increased level of inter-agency collaboration that were establishedtoaddress this
issue could be adapted to assist firms in engaging with the challenges and
opportunities associated with low-carbon and digital transitions.

In seekingtoencourage enterprises to proactively engage with and planfor Brexit,
state agencies had to concretise the potentialimpact of Brexitinto aset of tangible
issues that made sense for businesses. Since the UK voted to leave the EUin June
2016, Brexit has been a ‘moving target’, and at times it can be hard to identify the
actual implications of this decision fortrading relationships, never mind day-to-day
firm operations, amidst the intensive, protracted and highly politicised discussions
on what type of Brexit will emerge and what will it mean for future economic
activity and trade. By setting outa concrete set of issues and exploring how changes
to these will potentially affect businesses, the various state bodies were able to
engage more directly with companies onissuesthat were relevantand important to
them. DBEI’s publication The Firm-Level Impact of Brexit on Most Exposed Sectors,
and the 20 impact assessment factors therein, provide an instructive example
(Governmentof Ireland, 2018b: 7).
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One of the challenges in encouraging firms to engage with the low-carbon and
digital transitionsis that they can be perceived as somewhat abstract, uncertainand
distant issues that are not necessarily associated with their current business
operationsand challenges.

This highlights the need to concretise the likely impact of these transitionsinterms
of how they might affect a firm’s business strategy, business model, trading
relationships and operational processes.

2.5 Buildingon the OECD Review of SME Policy

As highlighted earlier in this report, the OECD has recently completed a
comprehensive review of SME and entrepreneurship policy in Ireland. The OECD
conclusions were generally favourable in terms of recognising the whole-of-
government approach to enterprise strategy, the emphasis on evaluation and
monitoring, and the existence of a well-established policy and institutional
architecture for supporting enterprise development, including sup port for research,
innovation and the adoption of new technology.

At the same time, the reportidentified anumber of challengesforpolicy,including
increasing productivity growth, scaling up micro-enterprises and generating more
medium-sized firms, increasing SME internationalisation and increasing the business
start-up rate and business dynamism. This report also sets out a broad range of
detailed policy recommendations designed to strengthen the SME and
entrepreneurship policy framework. Building on this review and also drawing on
discussions with key Irish stakeholders, the OECD has also published ‘A Road Map
for SMEE and Entrepreneurship Policy in Ireland’ (OECD, 2019c). The aim of this road
map is to highlightand further develop priority recommendations, asidentified by
the OECD’s country review, focusing on those recommendations thatare expected
to have the most scope for actionable policy and the greatest potential benefits.
The breadth of the OECD’s overall recommendations and those that they prioritised
in the road map go beyond the remit of this report. However, the Secretariat
considers that some of the recommendations, with some modifications, could
enhance how enterprise policy supports firms thatare vulnerableto the low-carbon
or digital transitions. The remainder of this section outlines these recommendations
and the suggested amendments to them.

25.1 A Unified National SME and Entrepreneurship Strategy

Ireland’s national enterprise policy framework covering all sectors of the economy
and all enterprises (indigenous and foreign-owned) is contained in Enterprise 2025
Renewed (Government of Ireland, 2018d). Project Ireland 2040, whichincorporates
the National Planning Framework (Government of Ireland, 2018c) and the National
Development Plan 2018-27 (Government of Ireland, 2018a), emphasises the need to
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develop a strong local enterprise economy. Other policy documents that include
policy commitments with regard to SMEs and entrepreneurshipincludethe Future
Jobs Ireland strategy; Innovation 2020; the National Skills Strategy 2025, and the
National Policy Statement on Entrepreneurship in Ireland.

Althoughthe OECDrecognisesthatIreland hasin place effectivearrangements for
co-ordinating SME and entrepreneurship policies across government, itargues that
the lack of a unified SME and entrepreneurship policy document is a potential
weakness. It contends that the advantage of developing such a unified strategy is
that it would clearly highlight in one place the full range of supports provided to
SMEs and entrepreneurs, in addition to the related policy objectives, budgets,
activities and targets.

A single overarching policy framework for SMEs and entrepreneurs would also serve
as a guide forfuture policy development, implementation and monitoring, and help
build a greater evidence-base of effectiveness.

Realising the potential benefits of such a unified policy document would in our
opinionrequire thatitclearly articulate the need to provide appropriatesupport to
enterprises dealing with the challenges of the low-carbon and digital transitions.
These are two of the major structural challenges facing the SME sector over the
coming decade. Therefore, it is essential that these be clearly reflected in the
objectives, activities, targets and budgetary commitments containedinanyunified
policy document. A strong articulation in the overarching strategy of the need to
supportenterprises dealing with the transition to a low-carbon, digital future could
more effectivelyembed these issuesinthe broaderrange of national strategies and
policies forthe SME sector.

As highlighted earlier, there is in Irish enterprise policy a concerted emphasis on
increasingthe number of SMEs involved in exporting, scaling up exporting firms and
encouraging market internationalisation. It is important that this focus be
maintained, particularly in the context of Brexit.

Althoughthere are in place a range of export developmentand internationalisation
programmes to assist SMEs to overcome market barriers, the OECD’s review argues
that there is a need to scale up existing initiatives, including the Trading Online
VoucherProgramme, Enterpriselreland’s Exporter Development Department, and
InterTrade Ireland’s grant schemes.

As indicated earlier, both El and the LEOs have used the increased engagement with
firms around Brexitto highlight how increasing theirexport capabilities, including
internationalising, is an appropriate and viable response to the challenges posed by
this external shock. Similarly, there is a strong rationale for investing in building a
firm’s export capability as a strategy foraddressing potential future vulnerabilities
associated with the low-carbon and digital transitions. Increasingthe level of SME
involvement in exporting will require not only scaling up initiatives but also
developingtailored and targeted support for potentially vulnerable firms. There also
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appears to be merit in initiating a comprehensive communications campaign
designed to highlight both the range of supports available and the benefits of
strengthening firm-level capabilities for exporting. This latteractionis particularly
relevant if the network of development agencies are seeking to expand their
footprintinthe broader SME sector, as this will requireengaging with firmsthatare
not normally on theirradar.

25.2 Supporting Digitisation in SMEs

Giventhe expectedincrease in the digitisation of the economy, the comparatively
low rates of digital technology adoption amongindigenous SMEs is problematic. For
example, in 2015 Ireland ranked only 22" among 30 mainly OECD countries in
terms of using Enterprise Resource Planning (ERP) and had the second lowest
density of industrial robots in the EU-15 (excluding Luxembourg) in 2017 (OECD,
2018). There is also a lack of awareness among SME managers of digital
opportunities and their benefits, as well as barriers to accessing traditional bank
finance fortechnological projects.” These trends suggest thata considerable section
of the indigenous sector could be vulnerable to the impacts of digitisation. Although
thereisat presenta strong package of supportfor research-driveninnovation, the
OECD suggests that there may actually be insufficient support for basic
management and organisational innovation in low-productivity SMEs, including
basictechnological upgrading such as the digitisation of production.

Currently both the LEOs and El offer a range of supports designed to enhance
micro-enterprises and SMEs’ digital usage.

e Under the Lean for Micro initiative offered by the LEOs, small businesses are
supported to develop continuous improvement projects that can include
implementation of digitisation projects.

e The LEOs administer the Trading Online Voucher Scheme, which assists
companiestodeveloptheironline presence ordigital marketing strategy.

e The LEOs have introduced a number of training courses linked to digital
technologies (e.g. digital marketing and social mediaboot camps)inaddition to
an online learning platform for the food sector.

LEO client companies are also eligible to apply for certain El-administered funds
such as the Innovation Vouchers and the Agile Innovation Fund. Under El's
Operational Excellence offer, eligible companies can access funding for a digital

7 See European Investment Bank (2018), ‘Investigation into Development of Financial Models for the
Digitalisation of SMEs’, Luxembourg (forthcoming), cited in OECD (2019e).
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transformation project/strategy, including support for investment in new
equipment, software development and training of management and staff. El’s
Business Process Improvement Grant can provide support to clients to plan and
implement strategic e-marketing projects, strengthening their capacity to undertake
businessonline.

El’s Internet Marketing Unit provides strategic guidance, training events and
funding supportto assist client companiesto exploitthe potentialof the internet.
Finally, El manages the Online Retail Scheme through which eligible SMEs can
secure funding of up to €25,000 to develop a more competitive online offer.s

All these examples demonstrate that the development agencies are actively
engaging withindigenous enterprises with aview toincreasing their usage of digital
technologies and processes. Atthe same time, the scale and reach of these various
initiativesis somewhat limited:

e There were 1,107 approvals underthe Trading Online Voucher Scheme (2018).
e 558 Innovation Vouchers were redeemed (2018).

e 221 companies participatedinthe Lean for Micro Programme (2018).

e 128 companies benefited from the Digital School of Food Platform.

The numbers participating in these initiatives, allied to the fact that Enterprise
Ireland’s ‘digital’ supports are targeted at a specific cohort of growing export-
orientated firms from within their existing client base, affirmsthe OECD’s general
conclusion that the development agencies need to engage with a wider range of
SMEs beyond theircore and well-established target bases.

For example, to qualify for the Operational Excellence Grant, enterprises have to
have been trading for at least five years, have sustainable annual revenues of at
least €500,000 and be positive in terms of ‘earnings before interest, tax,
depreciation and amortisation’ (EBITDA). The minimum level of project expenditure,
moreover, is €100,000. This ensures that this grant is aimed at robust, scaling and
viable, rather than vulnerable, entities. More specifically, it highlights that
effectively addressing the low level of digitisation across the SME sector will
necessitate a new approach. The OECD argues that addressing this issue requires
ramping up support for the digitisation of SME processes. In this context, it
recommends introducing, under strict eligibility criteria, a programme to provide
co-financing of investment in digitisation projects. In addition, it proposes

8 The total fundsize for thisschemeis €1.25m. It operates onthe basis of El issuing calls for proposals.
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embeddingand strengthening the business advice and support offered through the
LEO network for SMEs to digitise and adopt Industry 4.0applications.

There appears to be merit in the development agencies reviewing, adapting and
expand their current digital offering. Buildingin-house capability and awareness of
digital needs and opportunities is critically important to increasing the rate of
uptake by enterprises of relevant state-sponsored initiatives. This suggests the need
for the relevantagencies to actively engage with stakeholders and explore how best
to increase the take-up of state-sponsored financing programmes to support
increased investmentin new technology and digital processes.

253 SME Innovation and Collaboration to Manage Transition

SMEs seeking to undertake innovation face barriers in terms of knowledge gaps,
availability of specialised staff and access to financial resources. Increased
collaboration between enterprises and between enterprises and research
institutions can be an effective mechanism for overcoming these market
constraints. The State has invested substantially in collaborative innovation,
through, in particular, the establishment of 15 El Technology Gateways, the
network of industry-led Technology Centres and 16 SFl Research Centres.

While welcoming this level of investment, the OECD argues that there is scope to
more fully harness the potential of these investments to stimulate increased levels
of SME engagement. This, it contends, could be achieved through providing
incentives directly targeted at financing innovation collaborations between SMEs
and research institutions and also between large firms, SMEs and research
institutions.

It is interesting to note that, in relation to two of the policy instruments for
supporting R&D and innovation — the R&D tax credit and the collaborative
innovation infrastructures —the OECD review concludes thatthere is scope to adapt
these measurestoincentiviseincreased participation by SMEs.

In part, addressing the challenges of the low-carbon and digital transitions will
require Irish SMEs to increase theirengagementininnovativeactivity designed to
improve their products, services and/or operational processes. The OECD (OECD,
2019b) indicates that, while the R&D tax credit is one of the Government’s key
policy instruments to increase R&D and innovation in the economy, its take-up is
heavily skewed towards large enterprises. The OECD contends that actions to
reduce the administrative costs of the scheme and the adoption of a pre-approvals
process would reduce uncertainty and encourage more take-up of R&D credits by
SMEs. This suggests there may be merit in undertaking a review of the relevant
incentives and supportsinthisareatoseeifthereisa needforspecific changes or
alterationsto maximisetheirimpact on the behaviour of SMEs.
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It is recognised that, compared to large enterprises, SMEs often have limited
resources at theirdisposal forundertaking development projectsinareas that can
build resilience and improve competitiveness, such as innovation, skills
development and internationalisation. In a series of reports since 1996, NESC has
expressed the view that a network approach should play a stronger role in
enterprise policy (NESC, 1996, 1999, 2002, 2005).

The OECD arguesthat there isan opportunity to address these deficits by fostering
more local enterprise-led network organisations. Engagement in such networks
providesan opportunity for SMES to participate in developmental projects that they
would normally not have undertaken. Enterprise-led networks can also facilitate
peerlearning, organisational synergies and knowledge exchanges.

As the OECD notes, it can be difficult for such networks to emerge spontaneously. A
lack of trust, information asymmetries and limited awareness of the benefits of
participation can all constrain the unprompted emergence of collaborative
networks.

The success of Skillnet Ireland in increasing enterprise participation in employee
training demonstrates the potential of adopting an enterprise-led networked
approach to addressing adevelopmental challenge. Italso highlights the importance
of having in place a formal institutional support structure, in this case a dedicated
state agency, with the capacity and resourcesto drive the formationand growth of
effectiveenterprise-led training networks.

A number of the collaborative projects that have been funded under the most
recent round of the LEO Competitive Fund are focused on supporting ‘local clusters’
inthe areas of engineeringand e-commerce. Forexample, aproject in North Cork
East/West Limerick has been designed to supporta cluster of 40 engineering firms
inthe locality working togetherto support best-practicesharing, develop linkages,
improve productivity, and develop international markets.

Similarly, an E-Commerce Cluster projectinthree counties —Monaghan, Cavan and
Louth — will bring online retailers together to share experience and best practice,
access online expertise and support members to develop and grow their online
business domestically and internationally.

The OECD recommends establishing a national support framework for local
enterprise-led networks that would include the following actions:

e Funding the creation and operation of local enterprise-led networks involving
SMEs and otherstakeholders. These networks would provide local intelligence to
LEOs and broker collaborative activities among network members.

e C(Creating a national communications platform for such networks aimed at
providing information on available business supports and promoting the
opportunities associated with participatinginlocal enterprise networks.
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e Establishingaprogramme tosupportthe professional development of managers
of local enterprise-led networks.

A strongcase has been made forthe needtoinvestinenterprise-lednetworks. As
has been argued in this report, the transition to a low-carbon, digital future will
pose challenges and opportunities for the SME sector. In seeking to address
transitional challenges — for example, in the areas of skills development or
technological innovation — SMES will face familiar developmental constraints in
their capacity to access sufficient financial resources, high-qualified staff and
specialistknowledge. Indeed, the complex and uncertain nature of the transition to
a low-carbon, digital future reinforces these constraints. This appearstobe a policy
area in which it would be beneficial to encourage more extensive and structured
SME collaboration designed to develop innovative solutions to shared problems
related to these transitions. The Secretariat thus contends that any additional
supportfor establishing enterprise-led networks shouldinclude aconcerted focus
on meetingthe challenges of the low-carbon and digital transitions.

254 Multi-Stakeholder Dialogue and Digital Policy

The Government’s forthcoming National Digital Strategy will be importantin setting
out how Ireland can embrace digital technology advances forthe benefitof society
and the economy. This new strategy will seek to support and shape the impact of
digitisationto ensure it delivers maximum benefits. [twillalsoaim to manage the
digital transformationinaninclusive and action-centred manner. The relatively low
rate of digital technology adoption by SMEs, the existence of adigital skills deficit,
and a lack of awareness of digital technology among SME managers are some of the
critical challenges that national policy will have to address. Itisalso expected that
the impacts of the digital transition will vary across employees, firms, sectors and
communities.

Althoughthe Governmentundertook aformal publicconsultationonthe National
Digital Strategy, the range of economicand social issuesincorporatedinit, allied to
the emphasis on ensuring an inclusive transition, suggests that there is merit in
establishingamore structured process of multi-stakeholder deliberation to address
interrelatedissues, in particular changesinskillneeds, technology and the labour
market.

Denmark, which is often cited as an example of a ‘digital frontrunner’, has
demonstrated a strong commitment to using stakeholder deliberation to inform
and shape policiesinthiscritical area.

First,in 2016, the Danish Governmentsetup a Digital Growth Panel with the aim of
raising awareness of the opportunities provided by the digital transformation of the
economy and to provide expert advice on developing a national digital strategy
(OECD, 2019e). The Digital Growth Panel was comprised of 16 enterprise and
business CEOs and experts, led by the CEO of Danfoss. The panel’s 2017 report,
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‘Denmark as a Digital Frontrunner’, set out a comprehensive set of policy
recommendations designed to help unleash Denmark’s digital potential. These
recommendations directly influenced the ‘Strategy for Denmark’s Digital Growth’
that was published by the government the following year.

Next, in 2017, the Danish Disruption Council was established by the government to
analyse, debate and present proposals on how Denmark should address the
opportunities and challenges associated with the digital transformation. The
national digital strategy mentioned above was also debated withinthe Disruption
Council before it was finalised. Chaired by the prime minister,the membership of
this councilincluded senior ministers, social partners, business leaders and experts.

The Disruption Council discussed a wide range of issues relating to the digital
transformation, including security, education and training, the labour market, social
welfare, productivity and international trade. Importantly, the output from the
Disruption Council’s deliberations has had a discernible influence on subsequent
policy developments; for example, in relation to training and technology. The
Danish government has also committed to formally monitoring and reviewing
progressinrelationtothe thematicareasthat the Disruption Councilidentified as
requiring concerted action. The Danish Government has characterised the
Disruption Council asagood example of the long-standing national commitment to
finding solutions to major societal challenges through dialogue and close
cooperation between elected representatives, social partners, companies, civil
society, experts and citizens.

The OECD (OECD, 2019c) has suggested that setting up a similar Digital Growth
Panel would be a way of recognising the importance of digitalisation in Ireland,
formulating a strategy for investing in future challenges of SME digitalisation, and
beingattentive tothe requirements of industry regarding areas such as investment,
infrastructure and skills gaps.

The examples of the Digital Growth Panel and the Disruption Councilhighlight the
potential benefits of establishing a process of structured, intensive and informed
multi-stakeholder deliberation, particularly when the outputs from this process
influencesubsequent policy dialogue and design. NESC believes that such processes
could alsofostera broadersocietal consensus around the challenges of digitisation
and appropriate policy responses, including how to address pote ntial vulnerabilities
for employees and firms resulting from changesinskills needs and technology.

255 Management Development among SMEs

There is strong evidence that improving management capability in SMEs through
management development can lead to increases in gross value added, increased
employment, better business survival rates, enhanced productivity and a more
skilled workforce (Management Development Council, 2010; McKinsey & Company,
2009; OECD, 2002). The skills of managers in SMEs are a critical factor for Ireland’s
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economicsuccess (EGFSN, 2006). Managementskills are particularly crucial tofirms
adapting theirbusiness offerings, movinginto new markets orstrivingtoinnovate.
This suggests thatimproving managerial capability and skills should be viewed asan
integral part of any enterprise’s responseto the types of challenges associated with
the transitionto a low-carbon digital future.

Between 2005 and 2010, the Irish Government undertook a number of studies
which revealed that Irish small firms perform substantially below best practice, and
actually below the European average in terms of management development.s A
Management Development Council (MDC) was established in 2007 to provide
advice to governmentonthe adequacy, relevanceand awareness of management
development provision.

The MDC'’s final report in 2010 outlined a number of recommendations, including
the development of anational system for management development, incorporating
reform of both supplyand demand, in orderto boost productivity, innovation and
competitiveness (Management Development Council, 2010).

Despite the long-standing recognition of the importance of improving management
development in SMEs and the increase in state-subsidised supports, lIrish
managerial skills remain weak when compared to other high-income countries such
as Germany, Sweden and the UK (World Management Survey, cited in OECD,
2019e). The OECD has highlighted the need to upgrade managerial skills and
practices, and suggests that this is a factor in the low productivity levels among
indigenous SMEs (ibid). The low level of participation by SMEs in management
development programmes remains particularly problematic (NCC, 2018; OECD,
2019e). In 2017, for example, SMEs accounted for less than 2 per cent of the
learners on the Skillnets Management Works Programme (OECD, 2019e).

Itisarguedthat addressingthis challenge will necessitate developing mechanisms
for tailoring and extending management development programme modules to
cohorts of SMEs thatare not currently engaginginthe schemes offered by the LEOs,
El and Skillnet Ireland (NCC, 2018) (OECD, 2019¢e). The National Competitiveness
Council also suggested that the National Training Fund could be used to provide
additional funding support for management development training to increase
enterprise participation. In the context of enhancing managerial skillsin general, the
recent OECD review of SME policy highlighted specificallythe needtoimprove the
financial skills of small business owners and managers. This echoes previous
recommendationsin the Action Plan forJobs 2013 and 2014 onthe needtoimprove
financial literacy and capabilities in the SME sector. The OECD suggests developinga
national action plan for financial education to strengthen the financial skills of small

9  See for example McKinsey & Co. (2009).
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business owners and managers. It also highlights the need to strengthen the
evidence base ontheirmanagerialand financial skills.

Importantly, the Expert Group on Future Skills Needs (EGFSN) is currently
undertaking a study focused on ‘Understanding, Examining and Improving
Management Development Standards in SMEs in Ireland’. Improving managerial
capabilities and skills could play akey role in building SME resiliencein the face of
the challenges posed by the low-carbon and digital transitions. [t seems important,
therefore, to act on the recommendations emerging from this research.

2.6 Ensuringan Increased Focus on Transition to a Low-
carbon Economy

The Secretariat maintains that, in the policy and institutional infrastructure for
enterprise development, a more concerted and explicit focus is needed on
addressing the enterprise challenges and opportunities associated with the
transitiontoalow-carbon economy.

The OECD’s comprehensive policy review was relatively silenton the issue ofa low -
carbon transition. There are also no specificrecommendationsinitsreview, or the
associated road map for policy, relating to the issue of SMEs and the potential
impact of the transitiontoa low-carbon economy.

Enterprise Ireland has, as part of its Green Offer, developed anumberofinitiatives
linked to sustainable business practices and improved environmental performance.
Clientcompanies canalso use other El supports; for example, financial support for
innovation or the provision of access to external expertise to support activities
related to climate action. These other measures,however, are not overtly marketed
as part of the Green Offer.

Similarly, the LEOs’ Competitive Fund has financed collaborative projects related to
encouraging the adoption of sustainable business practices and assisting SMEs to
deal with the transitiontoa low-carbon economy. Further, the National Association
of Community Enterprise Centres (NACEC) has recently launched a strategic plan for
2019-2021 which, inter alia, will see the organisation improve the environmental
performance of its enterprise centres, in addition to skills-provision mappingto help
addressthe issue of a shortage of skilled personnel for SMEs, increasing the digital
competencies of small firms, and rolling out more digital hubs around the country.

Overall, it appears that the ‘green’ or ‘low-carbon’ offering to SMEs remains
somewhat limited and ad hoc compared to the supports available for other
developmental activities. As outlined above, there is recognition that LEOs will have
to develop programmes that will support businesses to become more competitive
and productive through the transitiontoalow-carbon and climate-resilient society.
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Equally, Enterprise Ireland should strive to ensure that, justas there isa package of
supports for innovation, management development, productivity and R&D and
innovation, there will be a similar suite of services — information, advice and
mentoring, training and financial assistance — designed to assist SMEs in dealing
with the ongoing challenges associated with transition to a low-carbon, climate-
resilienteconomy.

2.7 Supporting Early Movers

The low-carbon and digital transitions involve considerable complexity and
uncertainty, which compound other constraints that firms face in undertaking
developmental projects. This creates acontextin whichitcan be very difficult for a
business to take anticipatory action with regard to either of these transitions. The
various financial supports provided by Enterprise Ireland in areas such as market
research, innovation, product/service development, productivity improvements,
managementdevelopment, etc, are all designed to assist export-orientated firms to
overcome market barriers or constraints. In seeking to encourage firms to be
similarly proactivein planningforandtakingaction to addressthe low-carbon and
digital transitions, there may be meritin consideringif and how toincrease supports
for companies that are early movers in anticipating these structural changes. In
addition, the experience of Bord naMdna and the Midlands more broadly points to
the challengesfaced by abusiness, its suppliers, and otherfirmsdependent on its
activities, especially when the firms and region are an early and acute example of
vulnerability in transition (see Appendix 3). This also highlights the necessity of
takingearly action.

A feature of ElI’'s response to Brexit has been the provision of advice, guidance and
financial support that is designed to encourage firms to be proactive in both
planning and takingaction. This suggests that similarsupports could be provided to
firms that are prepared to be early moversin dealing with eitherthe low-carbon or
digital transition. There may be aneedto examine if the competitive modelused for
both the LEO Competitive Fund and the pilot Productivity Voucher could incentivise
SMEs to be early movers. There is also scope to considerif enterprise-led networks,
which the OECD has championed, could also be a mechanism for encouraging a
greaterwillingness by SMEs to take anticipatory action.

The emphasisinsuch networks and clusters on peerlearning, knowledge exchange,
collaboration and awareness-raising suggests that they could, with additional
financial assistance, help overcome some of the barriers that prevent SMEs from
investinginearly action to address the two transitions.



Chapter 3
Delivering High-Impact,
Targeted Funding
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3.1 Introduction

The third and final driver of sustainable jobs and aninclusive transformationis high-
impact and targeted funding. Under Action 1.7 in Future Jobs lIreland, the
Government asked NESC to review potential national and EU sources of financial
assistance for programmes designed to support vulnerable enterprises, workers
and/orcommunities. The focus was on ways to fund a programme of action and/or
supports to assist enterprises, workers and communities that are, or may be,
vulnerable to the impacts associated with both the low-carbon and digital
transitions. There is of course the broaderissue of how to fund and finance Ireland’s
transitionto a low-carbon digital future. Thisis astrategic, longer-termissue that is
beyond the scope of this study, and, in the Climate Action Plan 2019 for example,
there is a suite of policy actions that incorporate various funding and financing
commitments designed to reduce carbon emissions and address climate change.

There is also in the plan a policy action on examining national and international
sources of funding that could be used to support the transition to a low-carbon
economy and society.!® Consideration of ways to finance Ireland’s digital
transformationis similarly beyond the scope of the action affordedto NESC under
the Future Jobs Ireland strategy. Therefore, the focus of this chapteristhe funding
of action to support vulnerable workers, firms and/or communities. It focuses on
the following areas:

e The Role of the Commercial Banks
e The StrategicBanking Corporation of Ireland
e Microfinance Ireland

e Projectlireland Priority Funds and Carbon Tax Revenue

10 Action 163:Examine national andintemationalsources of funding that could be usedto supportthe transition
to a low-carboneconomy andsociety (Government of Ireland, 2019b: 79). DPER, DCCAE, DRCD and the SEAI

have allbeen givena lead rolein progressing measures necessary to deliver this action.
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e Social Clausesto Maximise the Impact of Transition Funding
e Place-based Fundingfor Transition

e EU Financial Supportfora Programme of Action

3.2 The Role of the Commercial Banks

For many enterprises, the first recourse in seeking finance for working capital or
development projects is the commercial banks. Before the onset of the global
financial crisis, Irish SMEs were amongthe mostreliantinthe EU on traditional bank
lending (Lawless etal., 2013). The collapse of the Irish banking sector post-2009 led
to strong cyclical constraints in SMEs’ access to finance. This crisis, moreover,
reaffirmed broader structural weaknesses inthe SME financing market. In response,
the State developed a series of policy initiatives designed to improve access to
credit in the SME sector, including the establishment of the SBCI and the
introduction of a Credit Guarantee Loan Scheme. The subsequent return to
economic growth, the success of initiatives such as the SBCI (see section 3.3) and
the restoration of the main Irish banks to profitability has created a more
favourable context forfinancinginvestmentin the indigenous SME sector. However,
as the recent OECD review of Irish SME and entrepreneurship policy (OECD, 2019e)
highlights, anumber of factors ensure that SME access to credit remains somewhat
problematic, including:

e The Irish banking sector remains highly concentrated and competitionis limited.
o SMEs’ experience highinterestrates comparedtothe EU average.
o Thespread betweentheinterestratesfor SMEs and larger firmsiswidening.

Despite the improved economicenvironment, the demand for bank creditfrom the
SME sectorremains low compared to previousyears, and a large majority of micro,
smalland medium firms are financing investment from internalfunds (Central Bank,
2019). However, the EU and ECB ‘Survey of the Access to Finance of Enterprises
2018’ indicates that ‘access to finance’ had become less of an issue for Irish SMEs,
with 8.5 percent reporting financing as a significantissue. However, this reported
level of concern was still one of the higher scores recorded across the EU for this
issue, and vulnerability in transition might lead to more unease. There is also
greater willingness to explore alternative forms of funding, although the OECD
(2019e) suggests that limited financial skills are constraining the take-up of
potential funding opportunities.

In addition, SMEs face barriers in accessing traditional bank finance for
technological projects. Itis likely that the risk appetite of the commercial banks for
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financing low-carbon development projects in the SME sector is also rather
subdued. Furthermore, as commercial entities, the banks are not focused on
fundingfirmsthatare or are likely to become vulnerable in the ongoingtransitions.
In respondingto this situation, the OECD (ibid.) recommends expandingthe current
access to credit initiatives for SMEs, particularly to segments of the enterprise
population with the greatest challengesin access to financing. The Secretariat are of
the view that this proposal should be considered further.

Before looking at new state funding that might be deployed to assist vulnerable
workers, firms and sectors, there is merit in examining two funding initiatives
previously established by government to improve the SME financing market, and
which may also assist vulnerable cohorts: the Strategic Banking Corporation of
Ireland and Microfinance Ireland.

33 The Strategic Banking Corporation oflreland

Established in 2014, the Strategic Banking Corporation of Ireland (SBCI) is a state -
owned financial institution that provides Irish SMEs with access to stable, lower-
cost, long-termfunding options. The SBCl operates as an on-lender, providing funds
to SMEs through both banks and non-bank finance providers. It is funded by the
Irish Strategic Investment Fund (ISIF), the European Investment Bank (EIB), the
European Investment Fund, the NTMA, and the Council of European Investment
Bank. Currently the SBCl operates and manages three main lines of business:

e Lending: The lending business model of the SBCl is to serve as a wholesale on-
lending financial institution providing lower-cost, long-term finance through
banks and non-bank finance providers.

e Risk Sharing: Thisinvolves providing partial credit guarantee to finance providers
to facilitate the advancement of credit to SMEs where access to credit is
constrained by specificsectoral oreconomic-cycle market failures.

e Service Provision: Since 2016, the SBCI has been the operator and manager of
the state-backed Credit Guarantee Scheme (risk-sharing product). A revised
version of this scheme (with enhanced features)was launchedin 2018.

Over€1lbn of SBCI supported lending has been provided to approx. 26,000 SMEs. In
terms of loans, as of Q4 2018, €900m had been committed to 22,000 SMEs in a
broad range of sectors. Investmentin growingthe business was the primary use of
thisfunding (83 percent) while 13 percent and 4 per cent of the fundingwas used
for working capital and refinancing loans owed to banks exiting the Irish market,
respectively.
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The SBCI also operates a number of schemes designed to provide a partial credit
guarantee to finance providers to facilitate the advancement of credit to SMEs
where accessto creditis constrained by specificsectoral oreconomic-cycle market
failures. At the end of 2018, the SBCI had provided €152m in loans through its Risk
Sharing Schemes, in particularthe Agri Cashflow Support Loan Scheme (now closed)
and the Brexit Loan Scheme. A new €300m Future Growth Loan Scheme was
launched in Q2 2019 to support long-term investment in SMEs (i.e. 8-10-year term
loans and lowerfinance costs).

The SBCI is relevant to transitions because it was established to address both
structural and cyclical constraintsinthe financing market for SMEs. It provides, via
on-lenders, lower-cost, longer-term and tailored funding. By operating as a source
of patient, intelligent capital, the SBCI seeks to support sustainable business and
employment growth in the SME sector. By increasing the provision of long-term
lower-cost finance, developing new tailored products and schemes, andincreasing
the range of finance providers, the SBCI has contributed to the emergence of a
more effective, growth-orientated and sustainable market for SME finance.

However, in relation to funding firms that are vulnerable as a result of either the
low-carbon or digital transitions, it is worth noting that, across a range of their
finance products, lendingto businesses in financial difficulty is an excluded activity.
Although the SBClis seeking to mitigate structural and cyclical financing constraints
in the SME market, the firms availing of these loans must be commercially viable.
The various products the SBCl has introduced are more customised and tailored to
the SMEs’ needs, butthe firm still has to display the capacity to repay the loan.

That said, the development and operation of various credit guarantee schemes
demonstrates the SBClI’s mandate and capacity to develop tailored financial
supports to address particular economic or cyclical shocks that affect one or more
sectors.

One example is the SBCI’s Agriculture Cashflow Support Loan Scheme, operated
between January 2017 and September 2017, to support farmers experiencing short-
term financial pressure due to price and income volatility. Similarly, the SBCI has
also introduced a €300m Brexit Loan Scheme that is available to SMEs and small
mid-caps that meet the relevant Brexit and innovation criteria. This scheme,
operating between April 2018 and March 2020, is essentially a demand-driven
scheme. As of 21 June 2019, the total value of sanctioned loansfrom the banks was
€31.73m across 144 eligible applications. The relatively low take-up of lending
underthisschemeisindicative of ageneral decline indemand forfinanceacross the
SME sector, as increased economic uncertainty, driven primarily by Brexit, has
reduced SMEs’ willingness to take on additional debt. Interestingly, the more recent
Future Growth Loan Scheme has seen a much more rapid and extensive take-up,
indicating desireamong businesses to borrow and invest forthe longerterm.

As part of its ongoing work with regard to designing new products and identifying
potential new funding streams, the SBCl has developed a strong working
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relationship with the EIB, the EIF and other multilateral financial institutions. The
SBCI is also a member of a number of key financial networks: the Network of
European Financial Institutions for SMEs (NEFI); the European Association of
Guarantee Institutions (AECM) and the European Long-Term Investors Association
(ELTI). Engagement in these networks provides the SBCI with an opportunity to
build relationships, gather marketintelligenceandinfluence policy developments at
the EU level.

Since its establishment, the SBCI has displayed an ability to assist viable but
constrained enterprises to access the lower-cost, longer-term financethey require
to continue togrow. As a key institution in the SME finance market, itis evident that
the SBCI, working with both national and international institutions, has the capacity
to play a role in any future state support for SMEs facing the challenges and
opportunities associated with the two transitions. Such support would of course
have to comply with EU state aid rules. As part of this, the SBCI continues to work
closely with the EIB, EIF, national development banks and other multilateral
financial institutions. It will be important that the SBCI continue to develop
innovative and tailored financial products that support sustainable and viable
businesses operations, albeit ones that may be facing cyclical or structural
constraints that impede their capacity to access finance from purely commerecial
financial institutions. Furthermore, as part of its forthcoming new strategy, there
may be scope for the SBCI tostrengthenitsroleinrelationto supportinginnovation
inthe SME sector and activities related to climate action.

3.4 Microfinance Ireland

Microfinance Ireland (MFI) is a not-for-profit lender, established to deliver the
Government’s Microenterprise Loan Fund, providing small loans (€2,000-€25,000)
to new start-upsand/or newly established or growing micro-enterprises (fewer than
10 employeesand turnoverbelow £2m). The fundis targeted at micro-enterprises
that are commercially viable but may for various reasons have difficulty accessing
finance from banks or other commercial lenders. Thisincludes a particularfocus on
financially vulnerable cohorts such as the unemployed, females, olderadults, youths
and migrants.

MFI works closely with the LEOs, Local Development Companies and the banks to
supportcommercially viable businesses. The loan termis typically forthree years’
working capital. Applicants who apply through any of the three aforementioned
partner institutions can avail of a one per cent reduction in the fixed interest rate
charged.

In 2018, the LEOs provided advice and support to over 1,000 firms applying for MFI
loans. Approx. 32 per cent of these companies secured loan approval, supporting
the creation of 294 jobs. Businesses that successfully apply foran MFI loanthrough
their LEO can also access the support of a business mentor from the LEO Mentor
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Panel. Following a rather sluggish start, demand for microfinance loans has
increased since the end of 2014, with a virtual doublingin applications per annum.
This increase in demand has helped the fund to exceed its annual job-creation

target of 770 jobsin each of the years since 2014.

The latestfiguresindicate that, between 2012 and Q3 2019, MFI approved justover
2,000 loans totalling €31m. This funding has helped to sustain or create over 5,200
jobs in 2,200 micro-enterprises. Although demand for this financial product
continues to increase and it has been an important support for over 2,000
enterprises, it remains a comparatively small programme in the context of the
micro-enterprise sector, comprising nearly 250,000 active enterprises. This suggests
there isscope for further engagement and dialogue between Microfinance Ireland
and the enterprise development agencies to determineif and how MFI’s operations
can be tailored and/or marketed to assistfirmsin the context of the transition to a
low-carbon and digital future.

3.5 Project Ireland 2040 Priority Funds and Carbon Tax
Revenue

The National Development Plan (NDP) is a 10-year investment plan, for 2018 to
2027, designed to support the achievement of the vision set out in the National
Planning Framework (Government of Ireland, 2018c). The total planned level of
publicinvestment for this 10-year period is€116bn, of which€91bn isto be funded
by the Exchequer. This planned level of investment has been allocated to a series of
projects across 10 National Strategic Objectives (NSOs) (see Appendix 3).

Some €3.16bn of indicativefunding has been allocated underthe NDP to DBEI for its
business, enterprise and innovation programmes (2018-2022). This is a key part of
achieving ‘NSO 5: A Strong Economy, supported by Enterprise, Innovation and
Skills’. Several of the other NSOs will also have a key role to play with regard to
Ireland’s transition to alow-carbon, digital future:

e NSO 1: Compact Growth: €14.5bn has been allocated to this objective,
composed primarily of investmentin social housing (€11.6bn) and the operation
of the Urban Regeneration and Development Fund.

e NSO 3: Strengthened Rural Economies and Communities: A total of €8.8bn in
capital spendingis allocated for this objective: Of this Exchequerinvestment, the
largest allocation is for regional and local roads (€4.5bn). The next largest
allocationisforthe Rural Regeneration and Development Fund (€1bn).

e NSO 4: Sustainable Mobility: €8.6bn has been allocated to DTTAS for investment
in more sustainable modes of transport, in particular public transport
infrastructure.
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e NSO 8: Transition to a Low-Carbon and Climate-Resilient Society: The total
projected capital investment forthis NSO is€21.8bn; the largestelement of this
figure is for €13.7bn investment by the commercial state companies in the
energy sector (ESB, EirGrid, Bord na Mdéna and Coillte).

3.5.1 NDP Priority Funds

An important innovation in the NDP is the creation of four funds to promote the
core priorities of the NPF through the collective allocation of €4bn of investment:

e the Rural Regeneration and Development Fund;

e the Urban Regeneration and Development Fund;
e the Disruptive Innovation Technologies Fund; and
e the Climate Action Fund.

The role of these four new NDP funds is discussed briefly below, with additional
information provided in Appendix 3.

The purpose of the €1bn Rural Regeneration and Development Fundisto promote
sustainable economic and social development in rural areas. Its priorities include
regenerating towns and villages, encouraging job creation and entrepreneurship,
and developing key economic growth sectors. So far the fund has provided €148m
for 110 projects across Ireland. The most recent call for applications included a
focus on assisting the transition to a competitive low-carbon, climate-resilient and
environmentally sustainable economy, as one of the key policy priorities for
funding. A total of €62m in funding for 26 projects across the country was recently
announced underthis second call.

The aim of the €1bn Urban Regeneration and Development Fund (URDF) is to
stimulate new residentialand commercial developmentinlreland’s largercities and
towns by puttingin place a centrally managed mechanism to drive collaborative, co-
ordinated and complementary packages of investment between Departments,
agencies, local authorities and other publicbodies (Government of Ireland, 2018a).

Managed by the Department of Housing, Planning and Local Government, the
URDF, which replaced the Local Infrastructure and Housing Activation Fund (LIHAF),
is a key part of delivering the Project Ireland 2040 goal of ‘compact growth’. Areas
for investment and eligible projects under the URDF include: active land
management;infrastructurethat enablesimproved accessibility, and the transition
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to alow-carbon and climate-resilient society. A total of €100m was allocated to 84
projects underthe first call, with the bulk of the funding going tolocal authority-led
projects. Thisincluded the allocation of €lmto a projectto make Portlaoise a low -
carbon townthrough a range of initiatives and technologies.!*

Enterprise Ireland is responsible for administering the delivery of the €lbn
Disruptive Innovation Technologies Fund on behalf of DBEI. The objectives of this
fundare to:

e supportenterprisesinlrelandto exploit the enterprise opportunities associated
with ‘disruptive technologies’ by de-risking projects;

e support enterprises in Ireland to collaborate together and with the public
research system on disruptive technologiesinnovation;

e buildonresearchinlreland andleverage thatresearch forcommercial impact;

e foster deeper and wider RD&I collaborations between the public and private
sectorsin keytechnology areas; and

e prepare Irish enterprises and public bodies to engage in European and global
partnerships around the development and deployment of disruptive
technologies.

Twenty-seven projects out of 300 applications, involving more than 900 partners,
were chosen under the first call, and are to receive €70m in funding over a three -
year period. Although successful applicants included multinationals such as Intel
and IBM, many of the winning collaborations were led by start-ups and SMEs. The
main sectors that attracted funding were health, ICTand advanced manufacturing.
One successful project, ‘Cooperative Energy Trading System’, is seeking to developa
technology platform for the electricity sector to provide consumers and
communities with the infrastructure required to generate their own electricity, eam
from the excess electricity generation, and finally be an integral part of
decarbonisingtheirhomesand communities for sustainableliving.

The objective of the €1bn competitive-based Climate Action Fund is to support
initiatives that contribute to the achievement of Ireland’s climate and energy
targetsin a cost-effective manner or offerthe potentialforinnovative interventions
in these sectors and that, in the absence of support from the fund, would not
otherwise be developed.

11 Laois County Council is the lead partnerin this project, which also involves the SEAI, the ESB, Transport
Infrastructure Ireland and the Midlands Energy Agency.
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The types of projectsthatthe fund may supportinclude renewable energy projects;
energy efficiency projects; district heating projects; local infrastructure projects —
including electric vehicle charging networks; and projects that enhance the
standards for environmental protection. Seven projects wereapproved forfunding
of €77m (subjectto furthervalidation) underthe first call for proposals, including

e ESB Electric Vehicle High Power Charging Infrastructure Development Project
(€10m);

e Dublin District Heating System (€20m);

e Local Authority PublicLighting Energy Efficiency Project (€17.47m).

3.5.2 Carbon Tax, Climate Action and the Just Transition

The Climate Action Plan (CAP) states that the carbon tax is to be increased to at
least €80 per tonne by 2030. The Taoiseach has committed to using the extra
revenue generated for climate action, including the Just Transition:

From next year, all new revenues raised from carbon tax will be ring-
fenced to fund climate action and just transition. Just transition to
protect those most exposed to higher fuel and energy costs and for
whom new jobs must be found. Climate action to fund the
transformation of our transport, electricity, buildings and food
production systems. This will provide billions to make change possible
(Taoiseach Leo Varadkar, 2019).12

The increase in the carbon tax in the 2020 budget of €6 per tonne is projected to
generate an additional €90m in 2020 and €130m in revenue on a full-year basis.*3
Thisindicates thatthe eventual figure of €80 pertonne could generate substantial
sums, although eventually revenue will declinewhen the fallin emissions exceeds
increasesin carbon tax.

In 2020 the additional €90m revenue generated by the increased carbon tax is being
allocated to three main areas: protecting the vulnerable, the Just Transition and
climate action (see Table 3.1). Thisfigure has since beenincreased by €5m following
the ESB’s decision to allocate €5mto the (Midlands) Just Transition Fund.

12 https://www.gov.ie/en/speech/178ba7-statement-by-an-taciseach-at-the-united-nations-climate-action-

summi

13 The difference between the 2019 yield andthe full-year yield is due todelayed commencementof the taxin
2020.
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Table 3.1:  Allocation of Additional Carbon Tax Receipts 2020 &

ESB Contribution

Protecting the Vulnerable (€34m)

Fuel Allowance 21
Energy Poverty Efficiency Upgrades 13
Just Transition (€36m)

Aggregated Housing Upgrade Scheme 20
Peatlands Rehabilitation (non-Bord na Mdna) 5
JustTransition Fund 1114
Investing in the Low-carbon Transition (Climate Action €25m)
Greenways/Urban Cycling 9
Continuation of Electric Vehicle Grants 8
Further Investmentin EV Charging Infrastructure 3
Official Development Aid —Green Climate Fund 2
Green Agricultural Pilots 3
Total Expenditure 95

Source: Department of Public Expenditure and Reform (2019).

14 6m from CarbonTax increasesand 5mfrom the ESB

51



52

As indicated in Table 3.1, €36m is to be allocated to support the Just Transition
Fund.

o New Aggregated Housing Upgrade Scheme (€20m): This scheme will upgrade
the energy efficiency of the social housing stock in the Midlands. It will focus on
upgrading large batches of homes in distinct, compact geographical areas and
allow private homeownerstooptin. Itis estimated that this will create 400 jobs
inthe region.

e Peatlands Rehabilitation (€5m): This funding will triplethe budgetallocated for
peatland rehabilitation, and will support an estimated 100 new full-time
environmentally sustainable jobsinthese areas.

e Just Transition Fund (€11m): The newly appointed Just Transition Commissioner
will engage with local stakeholdersinthe Midlandsto determine the priorities
for using this fund. Projects for funding could include supports for local
enterprise, training courses for employment opportunities linked to the low-
carbon transition, and investmentin greenways and urban cycling.

The planned €36m investment under Just Transition is substantial when
concentratedinone region, namely the Midlands. The energy efficiency investment
represents a new model to achieve economies of scale, and the ability of private
homeowners to opt in to a publicly organised scheme makes it a less risky
proposition comparedtoindividuals actingindependently.

The retrofitting and peatland rehabilitation have the capacity to create 500 new
jobs. The long-term sustainability of these jobs willdepend, however, on securing
additional funding as the allocated amounts are only sufficient to cover one year
(€50,000 per job). There is a large allocation for housing retrofit in the NDP (€3bn
over 10 years) so one can expect continued funding for this activity. In addition, if
the model for energy efficiency being adopted works, it should leverage greater
private expenditure on retrofitting. However, maintaining the jobs in peatland
restoration will be heavily dependent on continued publicfunding.

The third part of the carbon tax revenue for 2020 is to be allocated across a mix of
nationwide climate action measures, as shown in Table 3.1 (€25m). Finally, the
Midlands is to be supported by drawing down other government funds that can
assistinthe transitiontoa low-carbon economy.?s

15 https://www.dccae.gov.ie/en-ie/news-and-media/press-releases/Pages/-Budget-2020,-Giving-lreland-a-
Sustainable-Future.aspx
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3.5.2 Conclusions on NDP and Carbon Tax Funding for Transition

The establishment of the four NDP Funds with potential to provide an additional
€4bn in collective investment, in conjunction with the decision to targetthe ‘extra’
carbon tax revenue for climate action and just transition, are positive policy
developments. The new investment funds could contribute to improvements in
sustainable economic, social and environmental development both nationally and in
targeted urban and rural locations. The scale and focus of these ‘funds’ also ensures
that they will have a key role to play in supporting the low-carbon and digital
transitions. Both the URDG and the RRDF have identified projects relating to the
transition to a low-carbon and climate-resilient economy as priority areas for
funding. As discussed above, one of the projects funded under the Disruptive
Technologies Innovation Fundisrelevant to both the digital and climate transitions.
The Climate Action Fund also specifically aims to fund initiatives that contribute to
achievinglreland’s climateand energy targets.

Nevertheless, although the new Climate Action Fund and the Disruptive
Technologies Innovation Fund are supportive of the low-carbon and digital
transitions, they appear to have limited direct relevance to vulnerable workers or
communities adversely affected by eithertransition. In both cases, substantial co-
funding is required by those making funding proposals. There was a very strong
demand for both these funds and putting together a winning proposal requires
access to both considerable financial resources and a high level of expertise. The
applications process can be relatively complex, as shown by the fact that most
applicationsto the Climate Action Fund’sfirst call were ruled outasineligible.

Further, the minimum size of the projects under the four NDP funds ranges from
€500,000 to €2m, meaning they are relatively substantial in scale. These
characteristics suggest that it would be very difficult for, say, micro-enterprises,
social enterprises, community groups and/or vulnerable firms to be actively
engagedinand ‘winning’ funding underthese competitive funds.

The emphasis on participationin the applications process providesanopportunity
for SMEs to be involved; indeed, their participation is a mandatory requirement
under the Disruptive Technologies Innovation Fund. As noted, a number of the
winning consortia for this fund were led by start-ups and SMEs. These, however,
would have to be ‘innovation’ front-runners to be successful in this highly
competitive and specialised process, rather than enterprises struggling with the
implications of digitalisation.

Thissuggests thatthere is more scope forthe Just Transition Fundtobe invested in
a manner that can directly support those employees, firms and communities that
have beendirectly affected by actions designed to transition towards alow-carbon,
climate-resilient economy. Approx. €11m has been allocated to this fund, and the
intentionisthatthe Just Transition Commissionerin consultation with relevantlocal
stakeholders will determine the priorities for investment. It is anticipated that
projects to support local enterprise and to provide training courses linked to
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employment opportunities in the low-carbon/green economy will be among the
priority investments. If this transpires, thereis potential for the Just Transition Fund
to function as a vehicle for directly assisting those employees and firms that are
vulnerable, ormay be vulnerable, to the low-carbon transition.

It is also important that all affected groups have an equal opportunity to apply for
investment not just from this location-specific programme but also from other
relevant national and EU funding programmes. Thereis a concern that ‘community’
or social enterprise groupings may — as a result of limited access to skilled
individuals, specialist knowledge and financial resources —be atadisadvantage in
seeking funding, especially in competitive processes. Interestingly, to assist local
groups to develop quality proposals for El’s Regional Enterprise Development
Scheme, a feasibility fund was launched in 2019 which provides up to €15,000 per
eligible project. Given the scale of potential state funding that may be allocated to
addressthe transitions, there is meritin examining the potential to provide ‘seed
funding’ thatwould support applications forlarge national/EUfunding, and support
‘non-commercial’ policy and plan developmentinvulnerable areas.

3.6 Social Clauses to Maximise Impact of Transition
Funding

Giventhe directand indirectjoblossesinthe Midlands region associated withBord
na Mdna’s decision to cease peat extraction, the planned investment to generate
500 new jobs (400 retrofittingand 100 peatrehabilitation) underthe Just Transition
Fundis a positive development. Ensuring that these jobs continue beyondayearin
duration depends on securing additional public and private investment in these
activities. More specifically, thereis no guarantee thatthose employees who lose
employmentasa result of the low-carbon transition will be in a positionto avail of
these particularjobsorindeed othersthatare generated by investments provided
by the Just Transition Fund. Forexample, employees who lose theirjobsat Bord na
Mdna may not readily have the requisite skills or competencies to take up new
opportunitiesin retrofitting.

This reaffirms one of the principal arguments in this report —that a step-up in the
scale and scope of upskilling and reskilling are of critical importance in seeking to
achieve an inclusive and just transition in the Midlands specifically and across the
Statein general. Thisin part will require greater emphasis on early interventionand
the provision of quality and tailored guidance to vulnerable employees. It also
serves to highlight the value of accessible, quality and relevant upskilling and/or
reskilling courses that will enable vulnerable workers to compete (onalevel playing
field) forany new employment opportunities, especially those generated by public
investment.
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Furthermore, the Secretariat contends that helping to ensure that certain cohorts of
employees or particular localities do not suffer a disproportionate share of the
burdens associated with the transitions, may necessitate not only investment but
also additional policy instruments designed to assistvulnerablegroups to capture
some of the benefits of publicly funded action. In particular, there is a strong
rationale for examining the potential to include social clauses in relevant state
transition funding. This examination should include consideration of EU
procurement rules, the concept of social clauses in an Irish context, and lessons
from experience here. These points are summarised in the sections below.

3.6.1 EU Public Procurement Rules

The State’s planned Just Transition investment will, even with the addition of social
clauses, have to comply with both state aid and EU procurement rules. Public
procurement is an important Single Market issue and an area of substantial EU
legislation.

The European legal framework for public procurements consists of certain
provisions of the Treaty for the European Union (TFEU) and the EU procurement
directives that regulate award procedures for contracts above a certain value: EU
Directive 2014/24/EU, EU Directive 2014/25/EU, and EU Directive 2014/23/EU. This
policy framework is designed to open up the public procurement market to
competition, outlaw ‘buy national’ policies and promote the free movement of
goods and services (Brammer & Walker, 2007). There is a particularly strong
emphasis ontransparency and achievingvalue for money. Despite this, anumber of
studies have indicated that this EU legal framework is actually supportive of
procurement being usedtoachieve widersocial and environmental requirements,
provided it complies with EU procurement rules and general EU law (European
Commission, 2008a, 2008b; McCrudden, 2007; OGP, 2018).

In 2011, the EU produced its ‘Buying Social: Guide to Taking Account of Social
Considerations in Public Procurement’, which signalled that not only was taking
social objectives into account in the public procurement process permissible but
also that it was potentially beneficial to do so (European Commission, 2011). A
further EU study was published in 2015 that suggested that the publicprocurement
process could aim to include some of the following Socially Responsible Public
Procurement (SRPP) practices:

promoting employment opportunities especially for youths, long-term
unemployed, disabled and older workers;

e promotingdecentwork;
e supportingsocial inclusion and promoting social economy organisations;

e the provision of vocational training; and
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e promoting SMEs.®

Across the EU, the use of such social clauses has varied, although a number of
national and devolved governments — in particular Denmark, France, Spain and
Scotland —have adopted themin an attempt to address unemployment, particularly
for marginalised groups in the labour market. The actual outcomes of such
experiments have been somewhat mixed. One study found, forexample, that the
overall levels of employment and training opportunities generated by targeted
social clausesinindividual contracts or projects was fairly modest.?’

Interestingly, case-studyresearch from Scotland and Northern Ireland suggests that
the inclusion of targeted recruitmentand training requirements did not necessarily
generate additional budgetary costs, undermine value-for-money considerations,
impose additional costs on suppliers, or increase the workload for the contracting
authority (Erridge et al., 2005; European Commission, 2008a; Scottish Government,
2008).

The potential forsocial clauses to generate additional costsisin partdependent on
the scale of employmentand trainingrequirements thatare includedin individual
contract performance clauses. Experience suggests that social clauses, when used
appropriately, can break, interrupt or prevent unemployment for an individual.
Case-study research from other EU states suggests a number of key policy lessons
should guide the adoption of such clausesin publicprocurement projects:

e First,thereisaneedforstrong political supportand leadership, inparticular to
promote a change of culture and overcome policy inertia in the public and
private-sector ‘procurement’ community (European Commission, 2011; Pidgeon,
2009; Scottish Government, 2008).

e Secondly, there is a need to ensure the full involvement, in all aspects of the
process, of public bodies with relevant expertise in activation and training
(European Commission, 2011).

e Thirdly, project promoters must clearly align any employment and training
requirements with the existing network of state-supported employment and
trainingservices (Erridge etal., 2005).

e Fourthly, to ensure deliverability and manage costs, clear, realistic and
measurable requirements should be set.

16 See EU Commission, 2015.

17 See for example Erridge et al., 2005; Scottish Government, 2008.
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e Finally, there is a need to establish effective procedures for monitoring
compliance and evaluating outcomes (Pidgeon, 2009).

3.6.2 Social Clauses and Public Procurementin Ireland

In 2018, the Office of Government Procurement (OGP) published an information
note titled ‘Incorporating social considerations into public procurement’
(Government of Ireland, 2018e). The purpose of this guidance note is to assist
policy-makers and practitioners in understanding how public procurement can be
used to facilitate the advancement of social policy objectives. The note affirmed
that EU regulation rules provide contracting authorities with a vehicle to achieve
social goals where they are linked to the subject matter. These policy objectives can
be achieved by the inclusion of ‘social considerations’ as requirements throughout
the publicprocurement process, from setting the specifications and award criteria,
through to the management of the contract.

The OGP has highlighted that ‘social considerations’ can encapsulate abroad range
of policy objectives, including employment, training, support for SMEs, the
promotion of innovation,and environmental benefits. This guidance note also sets
out the mannerinwhich EU and national publicprocurementrules determinewhat
and how such social considerations can be successfully incorporated in national
public procurement processes.

The OGP has established a cross-departmental Social Considerations Advisory
Group to promote and facilitate their incorporation (including environmental
considerations) in the public procurement projects. The functions of this group
include:

e identifying social policy objectives that could be enhanced through public
procurement;

e matchingsome of those identified social objectives with suitable procurement
opportunities, to be trialled on a pilot basis; and

e advising on the appropriate method for incorporating social considerations in
frameworks and contracts.

Building on these developments, the Department of Public Expenditureand Reform
(DPER) published in October 2019 a new circular ‘Circular 20/2019: Promoting the
use of Environmental and Social Considerations in Public Procurement.”*® In this

18 See https://www.gov.ie/en/circular/Circular-20-2019/
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circular, DPER instructs Departments to consider green criteria in their public
procurement processes in the following circumstances where:

e clearly defined quantifiable, verifiable and measurable criteria have been
developed by DCCAE and are relevant to the specific procurement process; and

e the cost can be met within a Department’s existing budget without affecting
service delivery.

The circular stipulates that procurement of goods and services by the State, in line
with government policies, will underpin the credibility of national environmental
policy objectives and enhance Ireland’simageas a greeneconomy. DCCAE and the
OGP are to develop proposals on green procurement and to support its
mainstreaming in the public procurement process. Importantly, the circular also
highlights the possibilities to deliversocial aims as well as environmental objectives
through publicprocurement. Italso notes the key role of the Social Considerations
Advisory Group.

These developmentsindicate thatthere is growing recognitioninthe policy system
of the potential to use public procurement to achieve social goals such as the
provision of targeted employment and/ortraining opportunities. The publication of
the circular in conjunction with the role of the Social Considerations Advisory Group
suggests the arrival of a supportive framework for facilitating the wider usage of
such clauses in publicly funded contracts. In seeking to harness the maximum
potential of ‘social clauses’ or ‘social consideration’ in public investment
programmes, it will be important to draw on the lessons and experience from not
only other jurisdictions but also from Ireland. In this regard, the Grangegorman
Development Agency’s use of a voluntary employment charter demonstrates the
potential of such targeted policy instruments.

The Grangegorman Development Authority

The Grangegorman projectis a nationally important urban regeneration project that
aims to create a new City Quarter in a part of north inner city Dublin traditionally
characterised by a spatial concentration of economic and social deprivation. From
the outset, the Grangegorman Development Agency (GDA), the statutory public
body established in 2006 to design, manage and deliver this national initiative, has
clearly articulated that this public project aims to achieve three interrelated and
strategicobjectives:

19 The Grangegorman Development Agency (GDA) was establishedin 2006 as a statutory agency under the
Grangegorman Development Agency Act 2005.
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i the creation of a new single city-campus for Dublin Institute of Technology/
Technological University Dublin;2°

ii. the delivery of new health facilities and othersocial infrastructure; and
iii. the provision of local community benefits, access and use.

It is estimated that this multi-million-euro project will deliver many employment
opportunities, including 4,500 cumulative construction jobs, 160 long-term jobs
from retail, sports, childcare and student residences, and 1,000 jobs with a strong
emphasis on science and technology, in the mixed-use development that will be
created at Broadstone.

As part of the aforementioned emphasis on delivering for the community, the
Grangegorman Labour and Learning Forum (GLLF) was established in 2010. The
objective of the GLFF is to ensure that the local community benefits from the
employment, education/training and business opportunities generated by major
investment in this area. The GLLF is comprised of representatives from key local
stakeholders including community groups, business, local government, the
education andtraining sectors, the HSE and local employment services. To support
the workings of this group, the GDA appointed a full-time dedicated Employment
and Training Coordinatorin 2011.

In 2012 the GDA in collaboration with the GLFF developed the Grangegorman
Employment Charter to support local communities in accessing new employment
opportunities (see Box 3.1). This charter effectively imposes a voluntary ‘social
employment’ clause in publiccontracts awarded by the GDA.

In 2015, of the 201 employees involved in construction on site, 39 (19 per cent)
were from the local area. Importantly, contractors have demonstrated strong
support for the charter. The GLLF also seeks to encourage contractors to use local
businesses as suppliers and sub-contractors where thisis feasible. The combination
of a dedicated employment and training coordinator and a focused collaborative
forum, along with the positive working relationships forged with employment
support agencies, has been key to the comparative success of the Voluntary
Employment Charter.

Overall, seeking to ensure that certain vulnerable workers or communities do not
suffer an undue burden in the transition may necessitate additional policy

20 On1January 2019, the Technological University Dublin (TUD) was formally established as a result of the
amalgamation of Dublin Institute of Technology (DIT), Blanchardstown Institute of Technology and the Institute
of Technology, Tallaght. The GDA projectinvolves the relocation of approx. forty DIT locations into a single city
campus, whichisnow partof TUD.
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instruments designed to assist them to capture some of the gains of state-funded
action.

Box 3.1: The Grangegorman Voluntary Employment Charter

The purpose of the Grangegorman Employment Charter is to ensure as far as practicable that
local communities in the surrounding areas will benefit fromthe employment opportunities
generated by this multi-million-euro investment. In practice, the charterisavoluntary ‘social
clause’ that applies to all contracts awarded by the GDA. All contractors and sub-contractors
who are awarded contracts are briefed on the charter to ensure that they have a clear
understanding of their requirements and how it works. The GDA’s Employment and Training
Coordinator also regularly engages with contractors on site to support and ensure charter
compliance.

Under the charter, the GDA seeks to ensurethat 20 percent of all new jobs created by projects
will be on offer to residents of the Grangegorman neighbourhood in the first instance and then
to the surrounding areas. Contractors also agree to use all reasonable steps to fill at least 10
per cent of new jobs created by a project with new labour-marketentrants and/or the long-
term unemployed. In actively encouraging compliance with the charter, the GDA recognises
that itsimplementation should not lessen the efficiency of the contractor’s contract with the
GDA nor cause any current employees of contractors and subcontractors to become
unemployed. The implementation of the charter is supported by the local Intreo office which,
on being informed of vacancies in GDA-related projects, will seek to match them to suitably
qualified jobseekers. The Employment and Training Coordinator also sends details of new
vacancies directly to individuals who have registeredwith the GDA. Ultimately it is contractors
and/or subcontractors who will make the final decision on filling a new vacancy.

To date, the feedback from contractors on the charter has been positive and thereisno sense
that it is viewed as an overly burdensome imposition on them. Indeed, in practice it has come
to be viewed as an effective and efficient way of recruiting suitable individuals for employment
in their companies.
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3.7 Place-Based Fundingfor Transition

The Secretariat’s work on approaches to Just Transition has highlighted the
potential of developing place-based responses to the challenges and opportunities
associated with transition to a low-carbon, digital future. One example of a
‘regionally focused state-sponsored investment platform for SMEs is the Western
Investment Fund (WIF) operated by the Western Development Commission (WDC).
The WDC is the statutory body responsible for promoting social and economic
development in seven counties comprising the Western region. It operates the
€32m WIF, an ‘evergreen’ (ongoing) risk capital fund, which provides equity and
debtfinance to micro-enterprises, SMEs and local communitiesthrough a number
of bespoke sub-funds:

o The WDC Business Investment Fund provides equity investment and loan finance
to SMEs withinvestments ranging from€100,000 to €1m.

e The Western Regional Audio-Visual Producers (WRAP) fund is a €2m regional
fundfor the audio-visual sector.

e The WDC Micro-Loan Fund for Creative Industries provides loans of up to
€25,000 onan unsecured basisto micro-enterprisesinthe creative sector.

e The WDC Community Loan Fund provides both low-interest loans tocommunity
and social enterprises and bridging finance to facilitate such organisations in
drawing down approved grant aid.

The WIF is managed ona commercial basis. Investmentfundingisonly provided to
businesses, community groups and creative industries on the basis of a robust
business plan that demonstrates a return on investment commensurate with the
investmentrisk being taken.

With the Business Investment Fund, there is strong emphasis on firms witharecord
of commercial success, high-growth potential, and innovative products orservices.
Similarly, afundamental aim of the WRAP is to generate areturnon investments in
orderto replenishitsresourcesforfuture investmentand contribute to the fund’s
financial sustainability.

Regarding the latter two sub-funds, a key criterion for approval for the micro-
enterprises, social enterprises or community groupsis repayment capacity. At one
level the WIFissimilartothe various risk capital funds thatEl isinvolved in (albeit
on a smaller scale) in that they are managed on a commercial basis and there is a
strong focus on enterprises with growth potential (see Appendix 2). Inaddition, the
WIF does not provide grants or loans for feasibility studies. This suggests thatis not
necessarily a platform forvulnerable firms as such. The WIF, however, hasanumber
of characteristics that are interesting from the perspective of the transition to a
low-carbon, digital future. It is a place-based risk capital fund, as all of its
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investment occurs in the seven counties under the remit of the WDC. It also
operates as an ‘evergreen’ fund so that all the profits are reinvested in other
enterprises in the region. Although it is not funding vulnerable firms per se, itis
providing funding to enterprises and community groups in what is considered a
vulnerable region, in terms of economicand social development.

Both the Micro-Fund for Creative Enterprises and the WRAP fund were developed
following policy research undertaken by the WDC, which identified the creative
sector as being potentially key for economic development in the Western region.
This highlights the potential of gatheringand usinglocal knowledge and evidence to
design appropriate financing platforms that can build on local competitive
advantage to create furtherjob opportunities. The WIFisopentoenterprise of all
sizes; this broad portfolio has enabled it to have had a positive impactoneconomic
and social developmentin a vulnerable region while at the same time generating
sufficient profits to ensure the continued sustainability of the fund. Since its
establishment the WIF has invested €48m in the region and supported 134
enterprises. It is estimated that it has directly supported 2,500 jobs in enterprise
projects and that this has had a multiplier effect of at least 2,500 additional
downstream jobs in the region. Over €208m in additional investment has been
leveraged by enterprises that received financial support from the WIF.

Finally, it is notable that the WIF is operated by a bespoke public agency that is
focused on economic and social development in the region, and that the WDC's
policy research influenced the design of specificfunds. The Council believes that this
enablesthe fundto be aligned with, and support, awiderstrategy forplace -based
economicandsocial development.

3.8 EU Financial Support fora Programme of Action

As outlinedin Section 3.1, as part of the request from government NESCwas asked
to review potential EUsources of financial assistance for programmes designed to
support vulnerable enterprises, workers and/or communities. In undertaking this
task the Secretariatfocused on five potential EUsources of programme financing:

e the EU Platformfor Coal and Other Carbon Intensive Regions;
e the European Global Adjustment Fund;

e the European Green Deal;

e the EuropeanInvestmentBank;and

e thelnvestEUProgramme (2021-2027)
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3.8.1 The EU Platform for Coal and other Carbon Intensive Regions in
Transition

The Platform for Coal and other Carbon Intensive Regions in Transition is an EU
initiative that is designed to assist member states and regions in tackling the
challenge of maintaining growth and jobsin communities affected by:

e plannedandongoingclosures of coal mines orother carbon-intensiveactivities;
and

e commitments made by member states to phase out coal use for power
generation and transitiontoalow-carbon economy.

In July 2019 the Commission, following arequestfrom the Irish Government, agreed
to include the Midlands regionin the platform.?! Thisenablesthe Midlands region
to avail of tailored needs-orientated assistance and capacity-building support
provided by a dedicated country team composed of experts drawn from five EU
Directorates.??

The Platform’s secretariat will provide expert technical assistance to member
regions through the transition (START) programme. This assistance will aim to
strengthen, refine and/ or expand the Midlands Transition Team’s existing
strategies and projects foraddressing the employment challenges faced by workers
affected by decarbonisation. The country-specific team will also assist regional
actors in identifying appropriate EU funding opportunities for the strategies and
projectsinthe Midlands. The DCCAE and Midlands Transition Team representatives
also attend Platform Working Group meetings designed to encourage policy
learning and knowledge exchange between practitioners from regions directly
affected by the transition away from carbon-intensive activities. The platform does
not operate as a mechanism for the direct funding of either the development of
transition strategies orthe implementation of specifictransition projects.

3.8.2 European Globalisation Adjustment Fund?3

The European Globalisation Adjustment Fund (EGF) was established in 2007 to
assist EU member states to provide a package of active labour-market supports to
workers made redundant (orself-employed people whose activity has ceased) as a

21 Before the inclusion of the Midlands, this initiative was known as the EU Platform for Coal Regions in
Transition.

22 DG Energy (ENER), DG Environment (ENV), DG Climate (CLIMA), DG Competition (COMP) and the DG Regional
and Urban Policy (DG Regio).

23 Section basedin parton material provided bythe Department of Education and Skills.
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result of major structural changes in world trade due to globalisation or global
economiccrisis.

The EGF has a maximum annual budget of €150m, with the EU providing 60 per cent
of the funds and the balance met by the applying memberstate. EGF programmes
are approved for two years. The Department of Education and Skills (DES) is the
managing authority for the EGF in Ireland and is responsible for preparing and
submitting Ireland’s applications. Between 2009 and 2015, Ireland submitted 10
applications, all of which were approved. Of these programmes, seven were
company-specific(see Box 3.2), while three were concurrent programmes dealing
withredundanciesinthe construction sector.?*

Box 3.2: Company-SpecificEGF Programmes

e Dell, computer manufacturing, Limerick, 2010

e  Waterford Crystal, 2010

e SR Technics, aviation engineering, Dublin, 2010

e Talk Talk, call centre, Waterford, 2011

e Andersenlreland, cosmeticjewellery manufacturing, Limerick, 2014
e LufthansaTechnik, aircraft maintenance and repair, Dublin, 2014

e Pratt Whitney, aircraft maintenance and repair, Dublin, 2015

All 10 EGF programmes related toIreland are now closed. Over 10,000 workers (of a
total affected population of over 13,000) received support. The total allocation to
these programmes was €106m while total expenditure was €65m, €41.5m of which
came fromthe EGF. The programmes were implemented by both publicand private
service providers. SOLAS had the overall responsibility for coordinating services and
liaising with participating workers.

24 NACE 41—construction buildings; NACE 43—specialised construction; NACE 71—architectural services.
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Since 2018, the EGF Regulationrequirement that 500 redundancieshadtobe inthe
same sectorin orderto quality forsupport was relaxed where the redundanciesare
in SMEs and the member state demonstrates that SMEs are the mainoronly types
of businessin the particularregion.

An EU Commission proposal to replace the eligibility criteria in the current EGF
Regulationto specificallyinclude job losses as a result of the withdrawal of the UK
from the European Union without a withdrawal agreement is currently under
discussion.

Additionally, the EU Commission has published proposed changes for the EGF
Regulation for the period 2021-2027. The changes include a widening of the scope
of the EGF to include all unexpected major restructuring events, in particular those
caused by globalisation-related challenges, such as changesin world trade patterns,
trade disputes, financial oreconomiccrises, the transition to a low-carbon economy
and increased digitisation or automation. The proposal is currently the subject of
discussions between the European Parliament, Council and Commission, and if
adopted would only apply from 2021 onwards.

To date no application has been made to the EGF in respect of workers at Bord na
Mona. It is understood that, when the redundancies were announced, the EU
Commission confirmed that the job losses arising from the decision to transition
from peat-based activities as part of a process of decarbonisation were not within
the scope of the existing EGF regulations.

3.83 The European Green Deal

On 11 December 2019, the EU Commission published the European Green Deal
(European Commission, 2019b). It provides a road map and associated policy
measures designed to transform the EU into a fair and prosperous society, with a
modern resource-efficient and competitive economy where there are no net
emissions of greenhouse gases in 2050 and where economic growth is decoupled
fromresource use.

It is recognised that achieving the ambition set by the European Green Deal will
require stepping up the scale of investment in technology, innovation,
infrastructure and economic restructuring. The Commission has estimated that
achieving the current 2030 climate and energy targets will require €260bn of
additional annual investment, representing about 1.5 per cent of GDP.» The

25 The EU Green Deal accepts that these estimates are conservative, as they do not consider either the
investment needs for climate adaptation and other environmental challenges orthe public investmentneeded
to address thesocial costs of transition and the costs of inaction.
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magnitude of thisinvestment will necessitate the sustained mobilisation of financial
resources from both the publicand private sectors.

In January, the EU announced its European Green Deal Investment Plan (EGDIP), the
investment pillar of the Green Deal.2s It aims to achieve the goals of the Green Deal
by mobilising at least €1 trillion in sustainable investments over the next decade
through a combination of dedicated financing to support sustainable investments
and proposals for an improved enabling framework that is conducive to green
investment.

Complementing other initiatives announced under the Green Deal, the European
Green Deal Investment Plan has three main strands:

e Financing: Thisinvolves mobilising atleast €1trn of sustainable investments over
the next decade. This will involve a greater share of spending on climate and
environmental action from the EU budget. It will be designed to crowd in private
funding, with akey role being played by the European Investment Bank (EIB).

e Enabling: The plan will create an enabling framework for private investors and
the publicsectorto facilitate sustainableinvestments. The EU will provide tools
forinvestorsinthe financial system and willfacilitate sustainable investment by
public authorities by encouraging green budgeting and procurement and by
designing ways to facilitate procedures to approve state aid for just transition
regions.

e Support: The Commission will provide support to public administrations and
project promotersinidentifying, structuring and executing sustainable projects.

Importantly, Frans Timmerman, Climate Action Commissionerand Executive Vice-
President for the Green Deal, has articulated the need to ensure that the
transformation of Europe’s economicmodel is both justand inclusive.

The European Green Deal is an opportunity toimprove the health and
well-being of our people by transforming our economic model...
Moreover it is our responsibility to make sure that this transitionis a
just transition and that nobody is left behind as we deliver the
European Green Deal.?’

The Commission recognises thatthe green transition must put people firstand pay
particularattentiontothe regions, industries and workers that will face the greatest

26 See https://ec.europa.eu/commission/presscorner/detail/en/ganda 20 24. This is also
referred to as the Sustainable Europe Investment Plan (SEIP).

27 https://ec.europa.eu/commission/presscorner/detail/en/ip 19 6691
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challenges as aresult of the shift towards climate neutrality. The Commission has
thus committed to establishing, as part of the Green Deal Investment Plan, a Just
Transition Mechanismthatis specifically targeted at those regions that will be most
affected by the transition.2s The Just Transition Mechanism is structured around
three pillars of financing:

The Just Transition Fund: This isa new fund, with a proposed budget of €7.5bn.
Member states seekingto avail of this fund will have to match fundingfrom the
Just Transition Fund with money from the European Regional Development Fund
and the European Social Fund Plus. These resources from the EUbudget will be
further complemented by national co-financing according to cohesion policy
rules. The fund will primarily provide grants to targeted regions and will, for
example, support workers to upskill and reskill, assist SMEs and start-ups to
create new economic opportunities, and support investment in clean energy
transition.

A dedicated just transition scheme under InvestEU: With a provisional budget
of €1.8bn, this scheme aims to mobilise up to €45bn of private-sector
investment to benefit affected regions and assist their economies find new
sources of growth. Eligible projects could includeinvestmentin decarbonisation,
economicdiversification and social, transport or energy infrastructure.

A public-sectorloan facility with the EIB backed by the EU budget. This measure
will provide concessional loans to the public sector with the aim of mobilising
between €25bn and €30bn of investment in areas such as energy and transport
infrastructure, district heating networks and renovation or insulation of
buildings. The loan facility will rely on a contribution of €1.5bn from the EU
budgetandan EIB lending of €10bn at its own risk.

The Just Transition Mechanism will also have a platform that will providetechnical
assistance and policy guidance to member states, regions and investors, and will
alsoseektoinvolve communities, social partners, NGOS and local government. The
Commission has also signalled its intention to make it easier to invest in the
transition by ensuring that the regulatory framework provides the right incentives.

28

The Commission’s explanatory memo ontheJust Transition Mechanismrefersinparticular to the regions
where jobs depend on fossil fuels, including coal, lignite, peat and oil shale or carbon-intensive industrial
processes emitting greenhouse gases. See
https://ec.europa.eu/commission/presscorner/detail/en/ganda 20 24
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3.84 The European Investment Bank (EIB)

Since 2012, the EIB has provided €150bn of finance, supporting €550bn of
investmentin projects designed to reduce emissions and assist countries to adapt
to the impacts of climate change. This includes more than €65bn of financing for
renewable energy, energy efficiency and energy distribution. The EIBhas signalled
itsintentionsto build on this strong foundation by adopting both an ambitiousnew
strategy for climate action and environmental sustainability, and a new Energy
Lending Policy.?® The key elements of these new policy initiatives are:

e TheEIB will endfinancing forfossil-fuel energy projects fromthe end of 2021.

e Future financing will accelerate clean energy innovation, energy efficiency and
renewables.

e EIB Group financing will aim to unlock €1tn of climate action and
environmentally sustainable investmentinthe decade 2021 to 2030.

e The EIB will gradually increase the share of its financing dedicated to climate
action and environmental sustainability to reach 50 percent of its operations by
2025, thus becomingEurope’s Climate Bank.

e TheEIB Group will align all of its financing activities with the principlesand goals
of the Paris Agreement by the end of 2020. In the near future, this will be
complemented by measures to ensure EIB financing contributes to a just
transition for those regions or countries more affected so that none is left
behind.

The EIB has committed to establishing an Energy Transition Package as part of its
broader climate strategy to provide additional financial, technical and advisory
support to those member states facing a more challenging transition path. At the
level of national energy systems, this new package will focus existing Bank
assistance, on energy projects that support the transitioninthe ten memberstates
supported by the EU Modernisation Fund.3°

29 https://www.eib.org/en/press/all/2019-313-eu-bank-launches-ambitious-new-climate-strategy-and-energy-

lending-policy.htm

30 The EU Modernisation Fund, which was established as part of the reform of the EU’s ETS, enablesinvestments
in small-scale energy projects,improvements in energy efficiency, and the modernisation of energy systems in
lower-income memberstates witha GDP percapita of lessthan 60 percent of the EU average. The 10 member
states coveredby the EU Modemisation Fund are Bulgaria, Czech Republic, Estonia, Croatia, Latvia, Lithuania,
Hungary, Poland, Romania and Slovakia (Catuti & Elkerbout, 2019).
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As indicated above, the Commission has signalled that the EIB has a key role to play
in the mobilising of at least 1 trillion of sustainable investments over the next
decade.

The EIB is the main financing partner, with a 75 per cent share of the guarantee,
providing backing to InvestEU, which is integral to the European Green Deal
Investment Plan. The EIB has also been given a central role in the Just Transition
Mechanism in terms both of its involvement as a privileged partner in the Just
Transition Scheme under InvestEU and its contribution to the public-sector loan
facility to support national and regional authorities with low-interest loans. It is
estimated thatthe EIB’s contribution to the European Green Deal Investment Plan
will collectively amount to €250bn of mobilised investments under EU mandates.

The level of project funding that Ireland has received from the EIB has grown
substantially over the last five years, exceeding €1bn in both 2017 and 2018. This
has included investment in projects related to climate change, including wind
energy and sustainable forestation funds. The EIBalso recently announced a €40m
investment tosupport An Post’s digital, retail and green transformation.3*

The establishment of an EIB regional office in Dublinin 2016, the setting-up of the
Ireland-EIB Financing Group, chaired by the Minister of Finance, and the creation of
three associated working groups focused on Connectivity, Social Infrastructure and
Enterprise, has furtherreinforced the positive working relationship between the EIB
and the Irish state. This positive relationship combined with EIB’snew investment
priorities suggests that the latter has the potential to play a pivotal role in
supportingIreland’s transition to a low-carbon economy.

It is important to recognise that the EIB is a Triple-A financial institution that only
invests in quality, bankable projects, and that EIB funding is not a grant but a loan
that has to be repaid. With regard to climate action and energy, its strategy is
focused very much on investmentin energy systems and sustainable infrastructure;
thus ‘attracting’ increased funding requires a pipeline of viable projects of
appropriate scale. The example of An Post highlights how EIBinvestment can assist
an enterprise in building its capacity to meet the challenges and harness the
opportunities associated with the transition to a low-carbon digital future.
However, this was a commercial transaction negotiated between the EIB and An
Postand not a government-sponsored programme of action fora vulnerablefirm or
vulnerable workers.

The central role giventothe EIB in the Just Transition Mechanism highlights that it
will be a potentially pivotal player in the future financing of EU support for
vulnerable workers, sectors and regions. This reaffirms the importance of national

31 https://www.eib.org/en/press/all/2019-284-e ur-40m-eib-backing-for-an-post-transformation
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policy actors in Ireland engaging in sustained and intensive dialogue with the EIB
that is designed to explore how they can work togetherto supportinvestment that
contributes to the achievement of a just and inclusive transition. This type of
engagement, which should begin at the early stages of the policy design process,
provides an opportunity notonly to attract additional levels of funding but also to
tap intothe expertise and knowledge of the EIB Group in ways that will improve the
quality and effectiveness of policy interventions.

3.85 InvestEU Programme

Proposedin 2018, the InvestEU Programme (2021-2017) aimsto build onthe model
of the Investment Plan for Europe, the JunckerPlan.32 InvestEUwill bringtogether,
under one roof, the European Fund for Strategic Investments and 13 EU financial
instruments currently available. InvestEU has been designed to trigger at least
€650bn in additional funding to supportinvestment, innovation and job creation in
Europe. By usingan EU budget guarantee to crowd in otherinvestors, the InvestEU
Fund will give a substantial boost to investment across four main policy areas
between 2021 and 2027. The four main policy areas underthis programme are:

e sustainableinfrastructure;

e research,innovation and digitisation;
e smalland medium businesses; and,

e socialinvestmentand skills.

The activities of the InvestEU programme will be part of and complementaryto the
European Green Deal Investment Plan. Under the Green Deal, InvestEU has been
mandated to dedicate at least 30 per cent of mobilised investment to climate and
environmental-related projects. Secondly, adedicated Just Transition Scheme is to
be established as part of the InvestEU with the aim of providing €45bn of
sustainable investments in regions most affected by the transition challenges.
InvestEU also has a role to play in promoting sustainability practices among public
and private financiers and project promoters by setting standards for tracking
climate-related investments and assessing the environmentaland social impact of
projects. Finally, the InvestEU Advisory Hub will provide technical assistance and
advisory supporttoassist publicand private project promoterstoidentify, develop
and implement greeninvestment projects. Although the EIBisthe main partner of
the InvestEU fund, national promotional banks and international financial

32 https://ec.europa.eu/commission/priorities/jobs-growth-and-investment/investment-plan-e urope -juncker-
plan/whats-next-investeu-programme-2021-2027 en
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institutions can be involved. The Strategic Banking Corporation of Ireland is in the
process of becoming animplementing partnerforthe InvestEU programme (2021—
2027).

3.8.6 Conclusion on EU Funding Streams

The announcement of the European Green Deal and the associated European Green
Deal Investment Plan are important policy developments with regard to the
transition towards a climate-neutral EU by 2050. Importantly, the EU has articulated
the need to make this transition just and inclusive for all. As part of this
commitment, the Commission is to establish aJust Transition Mechanism that will
target investmentatthose regions which will be most affected by the transition.

The central role giventothe EIB inthe Just Transition Mechanism highlights that it
will be a potentially pivotal player in the future financing of EU support for
vulnerable workers, sectors and regions. This reaffirms the importance of national
policy actorsin Ireland engagingin sustained and intensive dialogue with the EIB to
explore how they can work togetherto supportinvestment that contributes to the
achievement of a just and inclusive transition. This type of collaborative working,
which should be initiated as early as possible inthe policy design process, provides
an opportunity totap into the considerabletechnical and policy expertiseinthe EIB
Group. This can improve the quality and effectiveness of the proposed policy
interventions as well as potentially increase their capacity to attract relevant
funding
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The purpose of this background report is to outline the research and rationale
underpinning the conclusions and nine policy recommendations made by NESCin
Report No.149 Addressing Employment Vulnerability as Part of a Just Transition in
Ireland. As was highlighted in the introduction, the Councilhas, inthe context of a
broadervisionand a commitmentto a high-quality jobs economy, identified three
key drivers of the Government’s response to employment vulnerability created by
transitions:

e continuous, pre-emptive workforce development;
e buildingresiliententerprises; and
e delivering high-impacttargeted funding to support transition.

The Secretariat’s work reaffirms the growing consensus that upskilling and reskilling
employees represents the best way to prepare for, and address, the complex,
dynamic and uncertain labour-market changes associated with climate action and
digitisation. This willrequirea collectiveand concerted approach designedto build
a quality system of employee development that is accessible, affordable and
capable of equippingindividuals with the relevant skillsand competencies for the
changing labour market. The Secretariat’s work recognises the increased focus on
this issue in national skills policy and the development of a new policy and
institutional architectureforemployeesskills development. The importance of this
policy area suggests that, in addition to ensuring that the various institutions and
agenciesare adequately resourced, we may also need to be more ambitious in our
future offeringand ambition for workforce development.

The Secretariat’s research indicates that there is potential for enhanced policy
interventioninanumberof areas of workforce development, in particular the use
of quality skillaudits to generate labour-marketintelligence; the recognition of tacit
knowledge and informal learning, and recognising and meeting the growing
demand for meta-skills such as self-management, socialintelligence and innovation.
The pace, scale and nature of changes in the labour market suggests that it will be
imperative to make lifelonglearning areality forall workers over the course of their
careers. While recognising the progress that has been made in increasing
participationinlifelonglearninginlreland, itwill be importantto explore ways of
increasing participation by those cohorts of workers who are currently under-
representedinsuch activity.

International good practice also highlights how early intervention and the provision
of high-quality guidance and supports tailored to individual needs can be key to
enhancing the future employability of workers who are vulnerable to economic
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transition. The PublicEmployment Service has already indicated its commitment to
extending its career advice service to those who may be vulnerable due to
technological and other changes. The Secretariat suggests that there is now an
opportunity to reconfigure the focus of the Public Employment Service by
expanding its reach and associated suite of supports so that it can meet the
challengesassociated with achanging economy and a more dynamicand uncertain
labour market.

It isacceptedthat Ireland has a well-established policy and institutional architecture
for supportingenterprise development, including supportforresearch,innovation
and the adoption of new technology. However, itis the Secretariat’sview that the
current singular focus on high-potential, scaling or exporting firms will probably
mean that the State’s development agencies will not be best placed to support
those firms thatare viable but vulnerable to the challenges associated with the low -
carbon and digital transitions. Rather, managing transitions will require the State’s
network of agencies movingto asituation whereby —inthe contextof any difficult
transitiontoa low-carbon, digital future—they are alsoable to provide enterprise
development supportstoviable but vulnerablefirms across the whole SME sector.
Although this change in focus will not necessarily be easy, the manner in which
these agenciesresponded to the challenge of Brexit suggests thatthereis scope to
develop a similar structured and coordinated programme of action for companies
preparingforand managing these otherdifferent but similartransitions. This could
include exploring how the policy architecture, supportsandincreasedinteragency
collaboration developed for Brexit could be kept in place and adapted where
necessary.

The Secretariat considers that the recent OECD review of SME and
Entrepreneurship policy in Ireland includes a number of recommendations that,
with some modifications, could enhance how enterprise policy supportsfirms that
are vulnerable to the low-carbon or digital transitions. These include actions in
relation to developing a unified SME and entrepreneurial strategy; management
development; supporting digitisation in SMEs; SME innovation and networking, and
multi-stakeholder dialogue and digital policy. Indeed, building on these areas of
action, the Secretariat maintains that, in general, there needs to be a more
concerted and explicit focus in the policy and institutional infrastructure for
enterprise development on addressingthe enterprisechallenges and opportunities
associated with the transition to alow-carbon economy.

Finally, this report considered anumber of potential waysto fundaprogramme of
actionand/or supports to assist enterprises, workers and communitiesthat are, or
may be, vulnerable to the impacts associated with the low-carbon and digital
transitions. The decisionto ring-fence the extrarevenue generated by the increases
inthe carbon tax for climate action, including the establishment of a Just Transition
Fund, isa welcome policy development. The planned €36m investment under the
Just Transition Fund is substantial when concentrated in one region, namely the
Midlands. The Secretariat contends, however, that maximising the impact of this
type of investment and ensuring that it is targeted at the most vulnerable to
transition will require additional policy instruments such as the use of social clauses
and the provision of funding for local capacity-building. Given the importance of
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adopting a place-based response to transition, the Secretariat believes that,
drawing on the experience of the Western Investment Fund, there is scope to
develop further place-based investment platforms as a vehicle forinvestingin local
enterprises as part of a broader concerted strategy for promoting economic and
social development in communities vulnerable in the ongoing transitions. State -
supported financial institutions, in particular the SBCI, will also have a key role to
play in providing customised and tailored financial products that will enable
enterprisesto address the challenges and realise the opportunities associated with
the transitions.

The announcement of the European Green Deal and the associated European Green
Deal Investment Plan are important policy developments with regard to the
transition towards a climate-neutral EU by 2050. The EU has articulated the needto
make this transition just and inclusive for all. This reaffirms the importance of
national policy actorsin Ireland engagingin sustained and intensive dialogue with
Europeaninstitutions, in particularthe EIB, to explore how they canwork together
to support investment that contributes to the achievement of a just and inclusive
transition.
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Appendix 1: Key Enterprise Institutions

The Local Enterprise Offices (LEOs)

The network of 31 Local Enterprise Offices (LEOs), established in 2014, functionas a
‘first stop shop’ for anyone seeking information, advice and supporton starting or
growing a business in Ireland. The Department of Business, Enterprise and
Innovation funds the LEOs, through Enterprise Ireland. In 2018 €38m was allocated
to the network. The LEO Annual Employment Survey 2018 indicates that 8,007 new
jobs (gross) and 3,566 jobs (net) were created by LEO-supported client companies.s3
At the end of 2018, there were 36,666 people employed by the 7,164 small
businesses and start-ups that had received financial assistancefromthe LEOs.

The LEOs provide a range of developmental enterprise supports —information,
advice, mentoring, training and financial supports — targeted at start-ups, micro-
enterprisesand individuals seekingto starta new enterprise within theirindividual
administrative areas. At present, the suite of financial supports provided by the
LEOs are only available to new and existing enterprises (limited company,
individuals/sole traders, cooperatives and partnerships) provided that such
enterprises are capable of attaining commercial viability, employ fewer than ten
people and operate inthe commercial sphere (see Table A1.1).3

Additionally, within the eligible cohort of micro-enterprises, priority is given to
enterprises in the manufacturing or international traded services sectors, which
over time can develop into strong export entities and graduate to the Enterprise
Ireland portfolio. Businesses in sectors where thereisahighriskof deadweight or
displacement are not eligible for financial support; for example, retail, personal
servicesand construction.

All businesses operating in the domestic market such as sole traders, micro-
enterprises and small and medium-sized firms may, however, avail of the soft
supports provided by the LEOs.

LEOs - Advice and Mentoring

Business advisors working in the individual LEOs offer a range of face-to-face
advisory services, primarily to micro-enterprises, including Group Business
Information Sessions and one-to-one Business Advice Clinics. Business advisors are
alsoa keysignpost to otherstate services thatare most relevant to a particular firm.
Under the LEO Mentoring Programme, small business owners have the opportunity
to work one to one with experienced business practitioners who can provide them
with tailored advice, guidance and support designed to accelerate enterprise

33 https://www.localenterprise.ie/Portal/Documents-and-Publications/Impact-Report-2018-
/LEO Impact Report 2018.pdf

34 https://www.localenterprise.ie/Discover-Business-Supports /Financial-Supports/Eligibility-Criteria/Eligibil it y-
Criteria.html
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growth and build their managerial capacity. Enterprises thataccessa Microfinance
Ireland Loan through the LEO network can also use this service. In 2018, 9,625
mentoring assignments were delivered by the LEOs network.3s

LEOs - Financial Support

Between 2014 and 2018, LEOs approved €81.5m indirectfinancial assistance, in the
form of grants, to 5,080 business projects. In 2018, €18.2m of direct financial
assistance was sanctioned for 1,259 business projects (Table A1.1). Priming Grants,
which is a business start-up support, and the Business Expansion Grant, which is
targeted at enterprises entering a growth phase, accounted for 85 per cent of this
directfinancial supportfrom the LEO network (see also Table A1.1).

Table Al1.1: LEO Direct Financial Support Measures 2018

Feasibility Study This grantis designed to assist the promoter with researching 165 €1.5m
Grants . marketdemand for a product or serviceand examining its
sustainability.

Priming Grants A business start-upgrantavailable to micro-enterprises 272 €6.4m
within thefirst 18 months of start-up.

Business This grantis designed to assistthe businessinits growth 349 €9.2m
ExpansionGrants  phaseafter theinitial 18 month start-up period.

Technical The TAME grantenables clients to exploreanddevelop new 463 €0.8m
Assistancefor market opportunities by part-funding the costs thatcan be

Micro Exporters occurredininvestigating and researching export markets.

Total 1,259 €18.2m

Source: LEO 2018: p.7.

In seeking to support increased innovation among their micro-enterprise client
group, LEOs are collaborating with Enterprise Ireland to facilitate access to a
number of the latter’'sinnovation schemes, including the Agile Innovation Fundand

35 https://www.localenterprise.ie/Portal/Documents-and-Publications/Impact-Report-2018-
/LEO Impact Report 2018.pdf
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Innovation Vouchers (see Table A1.5). The LEOS, in particular, have been promoting
the new fast-track Agile Innovation Fund. This fund aims to provide small companies
operatinginsectors characterised by rapid design cycles with much quicker access
to funding to develop new products, processes and/or services. The LEOs offer
eligible client enterprises advice, support and guidance that is designed to assist
theminaccessingthe Agile Innovation Fund. Similar supports are also provided to
firms to assist them in applying for Brexit-related financial supports from
InterTradelreland.

Under Lean for Micro, small businesses are supported to develop continuous
improvement projects, which caninclude implementation of digitisation projects.
The LEOs are also responsible for delivering the Trading Online Voucher Scheme
funded by the DCCAE as part of the National Digital Strategy. This scheme provides
training, advice and matched financial assistance of up to €2,500 to micro
companies that want to establish an online presence for the first time or are
seeking to expand their online trading capacity. In 2018 1,107 approvals were
secured by the LEOs underthis scheme.

A total of €2.5m has recently been allocated to 16 projects under the new LEO
Competitive Fund.ss Individual LEOs, collaborative projectsinvolving two or more
LEOs and LEOs working with otherlocal bodies were all eligible to apply, though the
projects have to be aligned with the strategic objectives of the relevant Regional
Enterprise Plans and Future Jobs Ireland Strategy. Projects relating to digital
technologies, green and environmental activities, e-commerce and e-hubs and
remote working were among the successful applicants in the latest current
competitiveround of fundingannounced in October 2019 (see Table A1.2).

In September, the LEOs introduced a new pilot national programme to support
productivity improvementsin small businesses operatinginthe domestic markets
and employing fewer than 50 employees. Underpinned by €500,000 funding from
government, the LEO network will provide 200 productivity vouchers, valued at
€2,500 each, to successful applicants on a competitive basis. The successful firms
can then use the voucher to purchase expert consultancy advice designed to
enhance business efficiency, productivity and operational processes.

36 See https://dbei.gov.ie/en/News-And-Events/Department-News/2019/0October/04102019.html
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Table A1.2: Selection of Projects Funded by the LEO Competitive Fund

The projectaims to encourage technology innovation and software-driven Clare, Limerick n/a €195,000
start-upsin the Mid-West, particularly with anemphasis on solutions that

alignto Industry 4.0.

The Green for Micro projectaims to assist enterprises to incorporate Carlow, Waterford, 3 Counties Energy Agency €100,000
sustainable practices to help them transition to a low-carbon economy Wexford, Tipperary

focused on water, energy, waste, procurementand transport.

This project will establisha Mobile Fabrication Laboratoryfor SMEs, Longford, Leitrim, Roscommon Longford €141,340
enterprise hubsandschools to access digital technologies and design Roscommon,Cavan  and Cavan County Councils,

methodologies to increaseinnovation, devel op products and increase skills.

Digital and Enterprise Hubs
across thefour counties,
Manorhamilton FablLab
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This project willmanageandpromotein a collaborativeand collectivemanner  Clare, Kerry, Innovate Limerick, Mid-West Regional  €184,467
the existing network of Smarte-hubs across Limerick, ClareandTipperary. Tipperary Enterprise plan, Kantoher
Development Group, Croom Enterprise
Centre, Clare County Council, Limerick
City and County Council, Tipperary
County Council, HQ Tralee
The Going Green projectaims to educate, adviseandsupportsmall businesses  Laois, Offaly, Local Authorities €222,000
inthe Midlands region intheir adoptionof environmentally positive actions Westmeath
and demonstrate the commitment of small firms to sustainability. By becoming
exemplar businesses, they can actas positive role models to other small firms
and gain competitive advantage as the consumer becomes more discerningin
relationto dealing with environmentally conscious firms.
This project seeks to address the challenges of movingmicro-enterprises to Sligo,Roscommon  ITSligo €210,466
moresustainable and lower-carbon operations. Itaims to intensively engage
with micro-enterprises to develop a tailored CarbonImpact Assessment which
will identify opportunities to both increase competitiveness and introduce new
processes and technologies, thus driving an innovation agenda.
The E-Commerce Cluster project willbring onlineretailers together, to share Monaghan, Cavan, €56,640

experienceand best practice, access online expertiseand support members to
develop and grow their online business domestically and internationally.

Louth and Meath
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LEOs — Training

Although the actual number and range of training programmes provided varies
between individual LEOs overall across the network, training provision falls within
the following categories: Business Skills Training; Lean for Micro; Start your own
Business Programme; Management Development; Information Technology and
Digital Economy/Social Media.

Since 2014, 144,830 individuals have participatedin LEO-run training courses. Akey
programme for the LEOs is the Start your Own Business (SYOB) programme, which
has attracted 17,500 participants since it was launched in 2014. The LEOs also
promote entrepreneurship inlocal communities and schools.3”

There has been a discernible increase in recent years in training related to
digitisation, with programmes being developed and deliveredinareassuch Digital
Business; Digital Marketing; Search Engine Optimisation Strategies and the use of
Social Media (including Social Media Boot camps). The four Dublin LEOS, with
support from Enterprise Ireland, Technological University Dublin and Bord Bia
launchedin 2018 the ‘Digital School of Food’. Thisisane-learninghubdesigned to
supportfood producersindeveloping theirfood manufacturing businesses from the
start-up to growth phase. In the firstfour months of its launch, 128 companies from
across Ireland engaged with this online training hub. Companies that complete this
online learning initiative are then encouraged to take up further LEO-sponsored
supports such as the Food Starter Workshops and Food Academy programme. At
present, comparedtothe level of training offered in the area of digitisation/social
media, the offeringin relation to climate resilience and environmental sustainability
israther limited and patchy across the network of LEOs.

Enterprise Ireland

Enterprise Ireland provides a broad range of enterprise development supports —
information, advice, mentoring, finance and training — to both established SMEs
and larger companies in manufacturing and internationally traded services and
high-potential start-ups (HPSUs). Of the €3.16bn of indicative funding allocated
underthe National Development Plan (NDP)to DBEI fortheirbusiness, enterprise
and innovation programmes (2018-2022), nearly 33 per cent is accounted for by
Enterprise Ireland expenditure. Reflecting the strongemphasison R&Dinthe NDP,
€619m has been allocated to expand Enterprise Ireland’s R&D programme. This
expenditure includes grants forin-company R&D; support for collaborative research
between firmsand the third-levelsector; skills and capacity-building measures, and
help with commercialising new ideas. There is a further indicative Exchequer
allocation of €312m for the wide range of non-R&D enterprise development
programmes that are provided by Enterprise Ireland. El also invests in seed and

37 Forexample,the LEOs organise both the Best Young Entrepreneur competition and the National Student
Enterprise Awards.
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venture capital funds in partnership with the private sector. In 2018, Enterprise
Ireland provided €237m of funding to supportenterprise developmentacross four
categories of expenditure: technology and scientificinfrastructure (€106m); equity
and venture capital funds (€71m); capability-building (€31m and capacity-building
(€29m). The forecasted figure for funding in 2019 was €264m, an increase of €27m
or11.4 percent.

The objective of this funding and other supports is to increase the potential
employment and sales growth of client businesses, foster regional development,
increase the productivity and innovation of indigenous businesses, and increase
exports. There is a strongemphasis onincreasing the scale and internationalisation
of indigenous enterprises. Inthe period 2017 to 2020, Enterprise Irelandis seeking
to increase the exports of its client companies by €5bn, to reach €26bn in 2025. This
focus ensures that El's client base consists of firms in the manufacturing and
internationally traded services sectors that either have the potential to export or
are already exporting and display the potential to grow and create additional
employment.

Enterprise Ireland provides financial supports tailored to a company’s stage of
development — HPSUs, established SMEs (more than ten employees) and large
companies (more than 250 employees). For SMEs and large firms, financial
assistance isavailable to support market research and internationalisation; process,
product and services development (including research & development and
innovation funding); productivity and business improvement supports;
management developmentand company expansion.

El — High-Performance Start-Up (HPSU) Programme

The range of financial and associated supports that Enterprise Ireland provides to
HPSU companiesisoutlinedin Table A1.3. HPSUs are defined as businesses with the
potential to develop an innovative product or service for sale on international
markets and the potential to create tenjobsand€1m in sales withinthree ye ars of
starting up. These funding supports are closely aligned to a company’s stage of
development. They are aimed at providing either direct financial support (grant,
equity investment or voucher) or assistance in accessing external expertise
(consultancy costs) to enable a firm to start, develop and grow. These funding
supports tend to be categorised according to one of the three stages in a HPSU's
business lifecycle:

e Feasibility Stage: The focus here is to facilitate the development of a business
ideato a pointwhereitisinvestor-ready.

o Investor Ready Supports: This category of supports is targeted at businesses
with a well-developed plan that requiresinvestment; and

o Post Investment Supports: These supports are focused on exploring new
international development opportunities and the continued development of the
managementteam.
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This collection of supportsincludes the delivery of Ireland’s national entrepreneur
programme, the New Frontiers Entrepreneurship Development Programme. Itis run
in partnership with the institutes of technology and participation is based on a
competitive review process. Under this national initiative, HPSUs have access to a
range of supportsincluding mentoring, academicresearch, incubationspace and a
€15,000 scholarship, which collectively are designed to help accelerate the
development of the business.

There is also a well-developed network of 30 incubators and start-up accelerators
and four business innovation centres located in universities and institutes of
technology. Enterprise Ireland provided the funding to establish these structures
and continuestofinance most of them. These centres provideincubation support —
facilities, advice, mentoring, training and networking opportunities — to
entrepreneurs and start-ups. As part of their continued involvement in these
structures, there isa strong emphasis on encouraging high-growth potential firms to
migrate to Enterprise Ireland programmes.

There are also four regionally based Business Innovation Centres funded by a
combination of Enterprise Ireland and private-sector investment. These centres
provide tailored, high-level support to entrepreneurs to assistthemto convert their
innovative ideasintoacommercial reality and become investor-ready.
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Table A1.3: FundingSupports for HPSUs

Feasibility Stage

HPSU Feasibility Study Grant

The aim of this grantisto assistanearly-stage companyor individual entrepreneurto investigate the viability of a new export-orientated business or
proposition. Typical elements involved in carrying out a feasibility study include market research, business plan devel opment, technical research and
prototyping. The maximum grant fundingis 50 per cent of eligible expenditures up to a maximum of €15,000.

InnovationVoucher

InnovationVouchers, worth €5,000, are available to assist early-stage companies to work with a registered college or knowledge provider to explorea
business opportunity or solve a technical problem.

New Frontiers
Entrepreneurship
Development Programme

Ireland’s national entrepreneur programme run inpartnership with the loTs. Arange of supports including mentoring, incubationspaceanda €15,000
scholarshipare provided to help accelerate the development of the business andto equip the promoter(s) with the skillsand networks to startand
grow their business.

Mentor Grant

Funds theassignment of an experienced business mentor to assistinthe start-up phase of the project.

Investor-Ready Supports

Competitive Start Fund

This isa competitive scheme, which enables a HPSU to secure €50kequity investmentto accelerateits development. In this scheme, therearecalls
made for specificsectors suchas digital media, andcalls to supportfemale-led HPSUs arerun underthe Female Entrepreneurship Initiative.

Innovative HPSU Fund (equity)

This fund enables El to offer equity investments on a co-funded basis to support the implementationof a company’s business plan.

Post-Investment Supports

Market DiscoveryFund

The aim of this fund is to incentivise companies to research viable and sustainable market entry strategies in new geographic markets, by providing a
granttowards theinternal and external costs incurred in undertaking this work. The maximum grant funding availableis 50 per cent of eligible
expenditure up to a maximum of €150,000.

Mentor Grant

Funds theassignment of an experienced business mentor to assistinstrategy devel opment.

Excel atSelling

This isa series of workshops aimed at rapidly embedding the proven tools of good international selling practiceinsales teams or Irish companies across
all industry sectors.

InnovationVoucher

InnovationVouchers, worth €5,000, are available to assist early-stage companies to work with a registered college or knowledge provider to explore a
business opportunity or solve a technical problem.
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As indicated earlier, Enterprise Ireland’s strategic mandate places a strong emphasis
on increasing the scale and internationalisation of indigenous enterprises. In
seekingtoachieve this objective, Enterprise Ireland focuses in particularon building
firm-level capabilities and capacitiesin fourareas related to business development:
exporting, R&D and innovation, productivity and management development.

El - Building Export Capabilities

As an export-focused business development agency, El places considerable
emphasis on assistingcompanies to strengthen theirexportselling capabilities. As
outlined in Table A1.4, this involves providing both customised sales training and
access to experienced business practitioners. For example, under the Business
Accelerators Programme, Enterprise Ireland assists companies to secure the
services of a Business Accelerator. Thisisanindustry expertinaspecific market or
sector with the requisite knowledge, experience and contacts to support a
company’s expansion and developmentinto a particularexport market.

El — Research, Development and Innovation

Under the current NDP, €619m has been allocated to expand Enterprise Ireland’s
R&D programme overthe period 2018-2022. Inthisextensive programme there are
a range of funding measures designed to increase SME engagement in research,
development and innovation as a means of improving their products, services or
processes (see Table A1.5).

Enterprise Ireland has also developed the Innovation 4 Growth initiative, a
customised training programme to support companies seeking to drive growth
through innovation. This management programme, delivered by the Irish
Management Institute in partnership with MIT, aims to fast-track companies
through an end-to-endinnovation learning and practice journey.

In additionto directly fundinginnovation-based projectsin companies, Enterprise
Irelandis also seekingto stimulate increased collaboration between enterprises and
between enterprises and research bodies by investing in various research and
technology infrastructures:

o The Technology Gateway network: This network operates across 15 institutes of
technology to provide technology solutions to product, service or processissues
that are close tothe market needs of Irish firms. The gateways operate as open
access points for industry of all sizes, and as local access points to the wider
resourcesinthe Irishresearchinfrastructure.

e Technology Centres: These are collaborative entities established and led by
industry. Thisis a joint El and IDA initiative designed to facilitate Irish companies
and MNCs working togetheron research projectsin collaboration withresearch
institutions (see Box A2.1).
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Table A1.4: Building Export Selling Capabilities

Feasibility Stage

HPSU Feasibility Study Grant

The aim of this grantisto assistanearly-stage companyor individual entrepreneurto
investigate the viability of a new export-orientated business or proposition. Typical
elements involved in carrying out a feasibility study include market research, business
plan development, technical research and prototyping. The maximum grant fundingis 50
per cent of eligible expenditures up to a maximum of €15,000.

InnovationVoucher

InnovationVouchers, worth €5,000, are available to assist early-stage companies to
work with a registered college or knowledge provider to explore a business opportunity
or solvea technical problem.

New Frontiers Entrepreneurship
Development Programme

Ireland’s national entrepreneur programme run inpartnership with the loTs. Arange of
supportsincluding mentoring, incubationspaceand a €15,000scholarship are provided
to help accelerate the devel opment of the business and to equip the promoter(s) with
the skillsand networks to startand grow their business.

Mentor Grant

Funds theassignment of an experienced business mentor to assistinthestart-up phase
of the project.

Investor-Ready Supports

Competitive Start Fund

This isa competitive scheme, which enables a HPSU to secure €50k equity investment to
accelerateits development. In this scheme, thereare calls made for specific sectors such
as digital media, and calls to support female-led HPSUs are run under the Female
Entrepreneurshipnitiative.

Innovative HPSU Fund (equity)

This fund enables El to offer equity investments on a co-funded basis to support the
implementation of a company’s business plan.

Post-Investment Supports

Market DiscoveryFund

The aim of this fund is to incentivise companies to research viable and sustainable
market entry strategies in new geographic markets, by providing a grant towards the
internal andexternal costs incurred inundertaking this work. The maximum grant
funding availableis 50 per cent of eligible expenditure up to a maximum of €150,000.

Mentor Grant

Funds theassignment of an experienced business mentor to assistinstrategy
development.

Excel atSelling

This isa series of workshops aimed at rapidly embedding the proven tools of good
international selling practicein sales teams or Irishcompanies across all industry sectors.

InnovationVoucher

InnovationVouchers, worth €5,000, are available to assist early-stage companies to
work with a registered college or knowledge provider to explore a business opportunity
or solvea technical problem.
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Table A1.5: Supporting R&D and Innovationin the SME Sector

Scheme

Description

InnovationVouchers

Companies can avail of an innovation voucher worth €5,000 to assistthemin
exploring a business opportunity or addressing a problem with a registered
knowledge provider.

Exploring Innovation Grant

A grant (50 per centof eligible expenditures to a maximum grant of up to
€35,000) to investigate the feasibility of devel oping a new product, process,
technology or service offering.

The RD&I Fund

The RD&I fund supports the development of new or substantially improved
products, services or processes to increase competitive advantagein a
company’s target market. To be eligible the development mustinvolve the
resolution of a technical challenge, or a business innovation project. The
project mustalso be non-routineand representa step-up interms of RD&lI
capability. Grantsupportis provided for projects between €300,000and €3m.

Agilelnnovation Fund

This fund aims to provide small companies operating in sectors characterised
by rapid designcycles with much quicker access to funding to develop new
products, processes and/or services and maintain theirtechnology position.
The fund is managed via a fast-track approval procedure andstreamlined
onlineapplication process. Companies canaccess up to 50 per cent funding to
supportdevelopment projects with a total cost up to €300,000.

InnovationPartnership Grant
Programme

This offers financial support to companies thatengagein collaborative research
projects with Irish universities and |oTs. The programme can provide up to 80
per cent of the cost of researchwork to develop new and improved products,
processes or services, or generate new knowledge and knowhow. Funding from
Enterpriselreland will normally notexceed €200,000.

Business Innovation Offer

The aim of this fund is to incentivise and support companies to investin
businessinnovation projects that willimplement new or improved production
methods, service deliveryor organisationalmethods inorder to increase
competitiveness on global markets. The maximum grant rate for Business
Innovationis 50 per centof theeligible costs, up to a maximum grant of
€150,000.

Intellectual Property Strategy Support

The IP Strategy Support assists companies to develop a strategy to manageand
exploitIP coming froman RD&I project. This could include patents, designs,
copyrightand brands. An IP Start Grant (max€2160) is available to cover part of
the costof employingan IP advisorfor up to four months to address IP issues
linked to El-supported RD&I. An IP Plus grant (max €35,000) covers a portion of
the costof a medium-term (up to 18 months) consultancy andtraining
assignmentaimed at devel oping a detailed IP strategy linked to El-supported
RD&lI.




89

Box Al.1: Enterprise Ireland’s Technology Centres

An example of a technology centre is CeADAR, the Centre for Applied Data Analytics & Artificial
Intelligence. This is a market-focused technology centre for innovation and applied research in
artificial intelligence, machine learning and data analytics across all sectors. It has 80 company

members ranging from multinationals to indigenous SMEs.

Another technology centre is the Irish Manufacturing Centre, which undertakes research on
solutions to enhance productivity and efficiency in Irish manufacturing.

The emphasisin both of these initiatives, in particularthe Gateway Network, is on
stimulating collaborative research designed to address issues that are close to
market needs. In contrast, SFI-funded research centres, which SMEs can also
participate in, are more focused on applied and basicresearch combined.

A new initiative under the NDP is a multi-annual fund for Regional Technology
Clustering. Enterprise Ireland is responsible for administering an initial budget of
€2.75m on behalf of DBEI to supportthis scheme. Underthisinitiative, funds will be
awarded on a competitive basis to institutes of technology and technological
universities with the objectives of:

e increasing their engagement and connectivity with SMEs in particular, and
industry generally; and

e supporting the development of enterprise clustering in identified sectors or
thematic areas with a view to increasing SME productivity and
internationalisation.

El - Enhancing Productivity

In seeking to increase their client firm’s productivity levels, Enterprise Ireland
provides access to a number of ‘best practice’ competitiveness tools, in particular
the Company Competitiveness Health Check, a series of Lean Programmes, and a
Green Offer.In 2017, 170 El client companies engaged with these business supports
to improve productivity, profitability and environmental best practice.

El provides three Lean Programmes — Lean Start, Lean Plus and Lean Transform —
that are designed to encourage client companies to adoptlean business principles,
toolsand techniquesinordertoincrease performance and competitiveness. There
are alsoa number of financial supports available as part of EI’s Green Offer(see Box
A2.2). Inthese programmes the development of sustainable business practices and
improved environmental performance are promotedinterms of their potential to
improve resource efficiency, achieve cost savings and increase access to new
customers and markets.
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Box Al.2: Enterprise Ireland’s Green Offer

e C(Client companies can apply for funding under El Business Improvement Grants to
undertake a GreenPlus Assignment that is designed to assist managers to drive
environmental efficiencies and achieve improved sustainability.

e It is possible to use the Exploring Innovation Grant to investigate the feasibility of
developing anew product, process, technology or service offering linked to sustainability.

e Underthe GreenStart Programme, El will finance SMEs to engage with a consultant who
will aim to improve environmental awareness relating to regulatory compliance, assist in
the development of basic environmental management systems and provide training to
key staff.

In addition to these funding supports, El has developed a Green Competitiveness Guidebook

El - Management Advice, Strategy and Development

The package of supports that fall within the area of management advice, strategy
and development are listed in Table A1.6. Many of them are linked to the three
otherdevelopmental areas —innovation, exporting and productivity. In seeking to
build managerial and organisational capabilities, Enterprise Ireland provides client
firms with access to strategic advice and expertise through a combination of
internal development advisors and an external network of experienced private -
sector mentors drawn from Ireland and overseas. Secondly, there are a range of
training programmes and workshops that aim to equip entrepreneurs and early-
stage start-ups with the key skills necessary to start, develop and grow their
business. As discussed in this report, Enterprise Ireland has developed a broad
package of measuresto strengthen export-selling capabilities. Finally, with regard to
management development, the main flagship initiativeis the Leadership 4 Growth
programme, which is targeted at the CEOs and senior management teams of El
clientcompanies.
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Table A1.6: Management Advice, Strategy and Development

Supports

Accessing Strategic Advice and Expertise

El Development Advisors

Mentor Assignments (EI Mentor Network)
Mentor Panels

Business Accelerator —Industry experts

InnovationVouchers

The Skills to Startand Advance your
Business

HPSU Sprint Programme
HPSU Founders Forum
Enterprise START Programme
Enterprise START 2

New Frontiers Entrepreneur Devel opment
Programme

Developing Export Selling Capability

See the supports ListedinTable Al.4

Leadershipand Management
Development

Leadership4 Growth programmetargeted at
CEOs and senior management teams of El client
companies.

Fosteringregional developmentis now one of the objectives of Enterprise Ireland.
The El Regional Enterprise Development Fund was established in 2017. Currently
supported under the NDP, this fund provides funding for new collaborative and
innovative initiatives that can make a significantimpact on enterprise development
in each region or across all regions. Funding is awarded on a competitive basis
through a series of calls for applications. For the 2019 scheme, funding of €45m is
available and applications were invited under three strands:

e StrategicChange Projects —to support major collaborative initiatives withahigh
impacton regional development, with funding of up to €5m per project.

e Regional Strengthening Projects — to support new local, county or regional
initiatives with funding of up to €500k per project.

e Enterprise Clustering Projects — designed to support significant enterprise
clustering with funding of up to €350k per project.
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A feasibility fund was set up in 2019 to help groups develop quality proposals by
providing up to €15,000 per eligible project. Projects funded under the 2019 call
include a number of eHubs (providing office space for small businesses, start-ups
and remote working along with advanced broadband) and other space for
entrepreneurs.

Enterprise Ireland also recently introduced an Operational Excellence grant that will
part-finance a company to address their competitive challenges and growth
opportunities through a transformation project that can include investment in
business innovation, capital equipment and capability-building. Eligibility for this
programme is limited to clients of El or Udaras na Gaeltachtawho:

e employ more thanten people and have beentrading foratleastfive years; and

e have sustainable annual revenues of at least €500k and are EBITDA-positive in
the previous accounting period.:

In line with the goal of having a transformative effect on the applicant company, the
minimum level of project expenditure expected is €100k, though it isenvisaged that
thiswill be typically higher. The project moreover mustinvolve significant change
and as such cannot be focused on routine operational changes.

Finally, in 2018 Enterprise Ireland launched a competitive-based Online Retail
Scheme. The purpose of this fund was to enable retailers toincrease their customer
base and build amore resilient domesticand international market place both online
and offline. To be eligible for this funding, the retail enterprises had to have the
potential to create jobs, generate growth in sales and internationalise their
business. The business also had to have an existing online presence. The most
recent call for applications under this initiative was launched in June 2019 and is
currently closed.

As discussed in the main report (Chapter 2), Enterprise Ireland has developed a
comprehensive range of supports to assistenterprises plan forthe effects of Brexit.
Enterprise Ireland also administers the Disruptive Technologies Fund, one of the
four new funds established under the National Development Plan 2018-2017 (see
Appendix 3).

El - Risk and Development Capital

Enterprise Irelandisalsoinvolvedin providing risk and development capital, in the
form of equity, seed and/orventure capital, to drive the establishment, growthand
expansion of innovative export-orientated firms.

38 Companiesthatare EBIDTA-negative canstill apply for funding on applications upto €150k expenditure but
they must display sufficient financial resources to undertake the projectand realise the commercial benefits.
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Originally established in 1994 to increase the availability of early-stage risk capital
and expertise to businesses with high-growth potential, Enterprise Ireland’s Seed
and Venture Capital Scheme is now on its fifth multi-annual programme following
the Government’s allocation through El of a further €175m for the period 2019-
2024. To date El has committed more than €510m which, using a co-investment
model, has raised €1.19bn in seed and venture capital funding (El, 2018). During
2018, the Seed and Venture Capital Scheme supported over 80 Irish-based
companies, with a total investment value of approx. €72m, which is an average
investment of €900,000 per company.

The Development Capital Scheme was established to address afundinggap formid-
sized, high-growth, export-orientated indigenous firms. Enterprise Ireland co-invests
on a pari passu basis and with the same commercial terms as privately managed
funds. Atotal of €225m isavailable, with the typical investment being between €2m
and €10m in the form of equity, quasi equity or debt.

Enterprise Ireland, in conjunction with the Ireland Strategic Investment Fund (ISIF),
also manages Innovation Fund Ireland, which aims to attract global venture capital
and experienced investment managerstoinvestininnovative SMEs. Both El and ISIF
have invested €125m in this platform and, to date, €80m has been committed to
fourinvestmentfunds.

All of the aforementioned schemes operate on the basis of a co-investment model
involving private investors and are managed on a purely commercial basis. The
average size of the investment allied to the expected commercial return ensures
that these schemes are targeted at a relatively small cohort of very innovative firms
with high-growth potential.

As part of their package of supports to entrepreneurs, Enterprise Ireland is also
involvedin providing financial support to early-stage companies throughtwo Angel
Investor Funds. The Halo Business Angel Network (HBAN) is a collaborativeinitiative
involving Enterpriselreland, InterTradelreland and Invest NorthernIreland, which
seeks to match investor-ready business propositions with angel investors. There are
approx. 250 Angels registered with HBAN across five regional business angel
networks and seven syndicate groups. In 2018, 42 Irish companies received over
€9.3m ininvestmentunderthis programme.

Enterprise Ireland has also invested in the European Angel Fund, a joint initiative
withthe European Investment Fund (EIF) thatis designed to enhance the capacity
of business angels to provide equity financing, in the form of co-investment. In
additiontoreceiving funding businesses have the opportunity tobenefit from the
angelinvestor’'s own business expertise and experience.
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Table A2.1: Indicative Resource Allocations for Delivering NSOs, and for named
Strategic Investment Priorities undereach NSO, 2018-2027

€billion Exchequer Non- Total
Exchequer Allocation

Compact Growth (Lead Department: DHPLG: 145
Related Departments, DTTAS, DRCD)

Of which: Social Housing Provision 11.6

Urban Regeneration and Development 2.0

Fund
Enhanced Regional Accessibility (Lead 7.3
Department: DTTAS)

Of which: M20 Cork to Limerick 0.9

National Roads 5.7
Strengthened Rural Economies and 8.8
Communities (Lead Departments: DRCD,
DAFM, Related Departments: DBEI, DTTAS,
DCHG, DCCAE)

Of which:Regional andLocal Roads 4.5

Rural Regeneration and Development Fund 1.0

National Broadband Plan Confidential

Agriculture 0.8

Tourism 0.3

State-Owned Enterprises (for example, 0.8

Coillte, Bord na Mdna)
Sustainable Mobility (Lead Department: 8.6
DTTAS)

Of which: DartExpansion 2.0

Metro Link 3.0

BusConnects Programme 2.4
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A Strong Economy, supported by Enterprise, 9.4
Innovation and Skills (Lead Departments:
DBEI, DES)

Of which: Higher/Further Education 3.1

University Investment 2.0

BEI Programmes 3.0

Challenge-Based Disruptive Innovation 0.5

Fund

Enterprise Agencies 0.8
High-Quality International Connectivity 4.8
(Lead Departments: commercial SOEs,
DTTAS)

Of which: Airports 3.8

Ports 1.0
Enhanced Amenity and Heritage (Lead 14
Departments: DCHG, DHPLG, DTTAS)

Of which: Cultural Infrastructure 0.7

Heritage 0.3

Sport 0.3
Transition to a Low-Carbon and Climate- 21.8
Resilient Society (Lead Departments: DCCAE,
DDTAS, DAFM, OPW, commercial SOEs)

Of which: Energy Efficiency—housing 3.0

retrofit

Energy Efficiency inPublic Buildings 0.8

Boiler Replacement 0.7

Support Scheme for Renewable Heating 0.5

Climate Action Fund 0.5

ElectricVehicles 0.2

Flood Defences 1.0

Energy Investment (renewables, 13.7

interconnection, etc)
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Sustainable Management of Water and 8.8
other Environmental Resources (Lead
Departments: HPLG, DCCAE)

Of which: Irish Water 6.8 1.7
Access to Quality Childcare, Education and 20.1
Health Services (Lead Departments: DCYA,
DES, DH)

Of which: Childcare 0.4

Education (Schools) 8.8

Health 10.9
Other Sectors (including DD, DHE, DFAT, 3.0
DFinance, DPER, etc)

Of which:Justice 1.3

Defence 0.5
Contingency/Reserve 7.4

Rural Regeneration and Development Fund

The purpose of this €1bn fund is to support projects that promote sustainable
economicand social developmentinrural areas. The priorities forthisfund are:

e theregeneration of townsandvillages;

the encouragement of job creation, entrepreneurship and innovation;

the development of key economic growth sectors such as tourism;

improved community development; and

quality of life.

One of the priorities in the second call for applications was ‘assisting in the
transition to a competitive, low-carbon, climate-resilient and environmentally
sustainable economy’.

Funding is provided for projects relating to towns with a population of less than
10,000 as well as villages and outlying areas. The lead partner must be a state-
funded body (typically alocal authority) but collaboration with the private sector is
encouraged. The minimum funding that can be requested is €500,000, with no
maximum. Up to 75 per cent of project costs are covered, with 80 percent funding
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in a situation where a community is providing more than half of the matched
funding. Projects must comply with the PublicSpe nding Code and the rules of public
procurement. Followinginitial screening, projects are assessed byanindependent
Advisory Board that prepares a list of recommended projects for approval by the
Minister for Rural and Community Development. To date, the fund has provided
€148 million for 110 projects across Ireland. The average allocation per project
under the first call was just over €1lm. Most recently, the second call allocated
funding of €62 million, with afurther€33 millionin matched funding being provided
by state-funded bodies, philanthropicsources and rural communities. Anumber of
otherrelated rural development and regeneration funds are outlined in Box A3.1.

Box A2.1: An Overview of Rural Development Funds

The LEADER programme, initiated in 1991, supports economic and enterprise development,
social inclusion and the rural environment. This €250m fund (2014-2020), is administered
through Local Action Groups (LAGs) comprising representatives from the local community, and
the public and private sector. The LAGs prepare local development strategies and receive

funding to support their implementation.

The Town and Village Renewable Scheme supports developments in settlements with a
population of under 10,000. Project funding of between €20,000 and €100k is available and in
2019 €15mwas allocated across 156 rural towns and villages.

The Community Enhancement Programme (CEP) provides capital funding to improve facilities
for disadvantaged communities and €13m was allocated in 2018.

CLARis a targeted investment programme for small-scale infrastructural projects in rural areas
that have suffered greatest population decline.

Urban Regeneration and Development Fund (URDF)

The aim of this €2bn fund is to stimulate new residential and commercial
development in Ireland’s larger cities and towns by putting in place a centrally
managed mechanism to drive collaborative, co-ordinated and complementary
packages of investment between Departments, agencies, local authoritiesand other
publicbodies (Government of Ireland, 2018c). The URDF, which replaced the Local
Infrastructure and Housing Activation Fund (LIHAF), is a key part of delivering the
ProjectIreland 2040 goal of ‘compact growth’.
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The new regional and local planning processes will identify the areas forinvestment
and eligible projects underthe URDF, including:

e activeland management;

e thedevelopmentofareas, sitesand buildings and the strategicrelocation of uses
or activities;

e improving publicamenities and the publicrealm;

e infrastructure related to housing, economic or skills development (including
enterprise and tourism), transport and services infrastructure;

e infrastructure that enables improved accessibility, in particular sustainable
modes such as walking and cycling, public transport and multi-modal
interchange; and

e transitiontoalow-carbonand climate-resilientsociety.

Applications for funding must be public sector-led but may include private-sector
and community partners. There is a requirement for 25 per cent matching funding
and the minimum funding provided is €2m. Applications are assessed through a
three-stage process:

e First, the Department of Housing, Planning and Local Governmentappraises all
submissions.

e Secondly, preliminary recommendations are made to a project advisory board
who then present preliminary proposals toa management committee; and

e Finally, this committee makes recommendations to the Minister for Housing,
Planning and Local Government.

A total of €100m was allocated to 84 projects under the first call, with the bulk of
the funding going to local authority-led projects. Of particular interest from a
transition perspective was the allocation of €lm towards a project to make
Portlaoise alow-carbontown through arange of initiatives and technologies. Laois
County Council is the lead partner in this project, which also involves the
Sustainable Energy Authority of Ireland (SEAI), the ESB, Transport Infrastructure
Ireland and the Midland Energy Agency.

The Climate Action Fund

The objective of this competitive-based €1bn fund is to support initiatives that
contribute to the achievement of Ireland’s climate and energy targets in a cost-
effectivemanneror offerthe potentialforinnovative interventionsin thesesectors
and which, in the absence of support from the fund, would not otherwise be
developed. The types of projects that the fund may support include renewable
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energy projects; energy efficiency projects; district heating projects; local
infrastructure projects —including electricvehicle charging networks —and projects
that enhance the standards for environmental protection.

This fund is aimed at larger-scale projects, with a minimum grant level of €1m
(there is no maximum). The maximum share of the cost that will be covered is 50
percent. Thisfund will not support projects that have access to otherfunding under
the NPD, are covered by other energy subsidies, or are eligible to apply for the
RenewableElectricity Support Scheme (RESS).

An advisory board chaired by the Department of Communications, Climate Action
and Environment assessed the applications to this fund, before making
recommendations to the Minister for Communications, Climate Action and
Environment for approval. Seven projects were approved for funding of €77m
(subjecttofurthervalidation) underthe first call for proposals:

e ESB Electric Vehicle High Power Charging Infrastructure Development Project
(€10m)

o GRAZE Gas — Green Renewable Agricultural Zero Emissions Gas (€8.47m)

e Hybrid Drive forInter City Railcar (ICR22000) fleet(€15m)

e Dublin District Heating System (€20m)

e The South Dublin County Council Tallaght District Heating Scheme (€4.4m)
e Local Authority PublicLighting Energy Efficiency Project (€17.47m)

e Driving HGV Efficiently into Brexit (€1.4m)

A notable feature of the process was the fact that 68 of the 97 proposals submitted
did not meet the mandatory eligibility requirements, which suggests the need to
improve communications around the fund. Several of these wererenewable energy
projects, whichindicates the interestininvestingin renewable energy.
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