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ECONOMY, JOBS AND FAIR WORK COMMITTEE

 
AGENDA

 
16th Meeting, 2018 (Session 5)

 
Tuesday 8 May 2018

 
The Committee will meet at 9.30 am in the David Livingstone Room (CR6).
 
1. Decision on taking business in private: The Committee will decide whether to

take items 3 and 4 in private.
 
2. European Structural and Investment Funds Inquiry: The Committee will take

evidence from—
 

Iain Scott, Chief Financial Officer, Scottish Enterprise;
 
Martin Fairbairn, Chief Operating Officer, Scottish Funding Council;
 
Carroll Buxton, Regional Development Director, Highlands and Islands
Enterprise;
 
Gordon McGuinness, Director of Industry & Enterprise Networks, Skills
Development Scotland;
 

and then from—
 

Dr Serafin Pazos-Vidal, Head of Brussels Office, COSLA;
 
Malcolm Leitch, Economic Development Manager, Glasgow City Council,
Scottish Cities;
 
Alison Cairns, Head of European Unit, Scottish Council for Voluntary
Organisations.
 

3. European Structural and Investment Funds Inquiry: 
The Committee will consider evidence heard at today's meeting. 
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4. Work programme: The Committee will consider its work programme.
 
 

Alison Walker
Clerk to the Economy, Jobs and Fair Work Committee

Room T2.60
The Scottish Parliament

Edinburgh
Tel: 0131 348 5207

Email: Alison.Walker@parliament.scot
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The papers for this meeting are as follows—
 
Agenda Item 2  

PRIVATE PAPER EJFW/S5/18/16/1 (P)

Written Submissions EJFW/S5/18/16/2

Agenda Item 4  

PRIVATE PAPER EJFW/S5/18/16/3 (P)
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European Structural and Investment Funds 
 

Scottish Enterprise 
 
1. Introduction 
 
In our role as Scotland‟s economic development agency, and one of the lead partners in 
delivery of the European Structural and Investment Funds (ESIF) programme in Scotland, we 
are pleased to contribute to this important inquiry. It is a timely opportunity to consider the 
current programme and how a future replacement model for ESIF could be improved. 
 
Scottish Enterprise makes extensive use of EU Funding, including ESIF.  For the period July 
2015 to June 2019, SE has been awarded £56m (£38.5m equity funds and £17.8m grant 
funding) of ESIF, against SE match-funding of £84.5m.  
 
Much of this funding is incorporated into specific services to companies aimed at delivering 
sustainable economic growth, targeting internationalisation, innovation, low carbon transition, 
and investment support (via the Scottish Investment Bank (SIB)). 
 
Work is currently underway in preparing for applications and tender responses for ERDF 
activity to cover the remaining years of the programme. We intend to extend our current 
activity while also looking at how we might support new sector opportunities, including the 
new Scottish Manufacturing Action Plan. 
 
Beyond ESIF, we also work with Scottish businesses and universities to help them secure 
competitive funding from the European Commission.  This includes, for example, research 
and innovation projects supported by Horizon 2020, where Scottish organisations have been 
awarded €468m (Jan 18).  This represents 11.1% of the funding awarded across the UK 
(over €4.2 billion). 
 
In responding to the call for evidence, we have addressed those questions which we are best 
placed to answer. 
 
2. Current spending priorities and approval processes 
 
The involvement of SG agencies, local authorities and the third sector at this stage of 
the process. 
 
Alongside other Lead Partners in the European Structural Funds, Scottish Enterprise has 
been engaged in the development and implementation of the current 2014-2020 Scottish 
Programme, both in the planning (since 2012) and operational (after 2015) stages, 
specifically in relation to our focus on Business Competitiveness (including 
Internationalisation), Innovation and Investment (through SIB). 
 
Recognising the importance of collaboration, we have maintained engagement among Lead 
Partners through the Business Competitiveness and Innovation Delivery Group, which 
Scottish Enterprise helped to establish (and chairs) and which brings together all Scottish 
Lead Partners with Strategic Interventions under the investment priorities of Business 
Competitiveness and Business Innovation. These partners include: 
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 Highlands and Islands 
Enterprise 

 Local Authorities (including Business 
Gateway and the smart cities agenda) 

 Zero Waste Scotland 
 Scottish Funding Council  Skills Development Scotland 
 Scottish Government  
 
This group has continued to work with the Structural Funds Division of the Scottish 
Government at each stage from planning to delivery and provides a forum for identifying and 
discussing issues; presenting collective partners views on both operational and strategic 
matters; and promoting coordination between agencies.  
 
The sharing of knowledge between partners was particularly useful in the early stages, when 
the discussion was more strategic in nature. This was especially relevant in the attempt to 
shift the focus of the programme towards the achievement of outcomes which the 
programmes were designed to deliver, related to business growth, increased productivity and 
job creation. 
 
This level of cooperation between Lead Partners became harder to sustain once the 
programme entered the delivery phase, as the focus shifted to more detailed project-speciifc 
administrative matters.  This need to focus on complex administrative details, also impacted 
on the ability of the Lead Partner agencies to achieve the level of integration anticipated 
during the development phase of the Programme. It was an aspiration of the earlier 
preparatory phase that partners would aim to fully integrate their pipeline of business support 
as much as possible. 
 
3. Current spending 
 
How the differing needs of Scotland’s regions are accounted for in the current range of 
ESIF programmes. 
 
The 2014-2020 Scottish Structural Fund programmes (ERDF and ESF) are an important 
instrument of Regional Policy.   
 
The ERDF and ESF Scottish Operational Programmes have ring-fenced activities and targets 
for the Highlands & Islands and for the Lowlands & Uplands Scotland regions, based on EU 
eligibility criteria for the regions (H&I has a higher grant rate as a “Transitions” region than the 
“More Developed” Lowlands region, both of which require separate reporting at project level). 
In addition, activities delivered through Local Authorities and the Business Gateway have a 
local/regional focus and there are also Operations which have a specific geographical locus, 
such as those targeting cities. 

For Scottish Enterprise Operations in relation to Business Competitiveness and Innovation, 
there is a focus on developing a stronger pipeline of companies building the capacity for 
stronger growth – addressing the need to strengthen Scotland‟s business base. This includes 
specific sectoral growth opportunities, tailored to assets and specialisms in a region, meeting 
the specific needs of business as expressed through the Business Gateway service or in 
meeting additional requirements for dedicated or expert help. 
 
Our Business Competitiveness and Innovation Operations include a commitment to the EU‟s 
Smart Specialisation agenda, addressing sectors where Scotland has a competitive 
advantage, such as: Energy, Food & Drink, Technology & Engineering, and Life Sciences.  it 
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also involves targeting sectors with large populations of SMEs, such as Tourism, or 
Construction, or sectors that are important to rural areas, such as Textiles, and Forestry. 
 
The recent strengthening of regional partnership working, through the development of city 
and regional deals and the Enterprise & Skills Review‟s recommendations, will help any 
future replacement for ESIF programmes to be shaped even more effectively by the differing 
needs of Scotland‟s regions. This is developed further in the Future Programmes section 
below. 
 
How the 2014-2020 programme funding is being spent, which areas have benefitted 
and any issues with these commitments or processes. 
 
ERDF is helping address Scotland‟s business competitiveness and innovation challenges, 
which are identified as priorities in Scotland‟s Operational Programme for the ESIF 2014-20 
programme. SE‟s ERDF programme has been built into our business plan and is summarised 
in the infographic below:  
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In the area of Business Competitiveness, a suite of services was developed aimed at 
building capacity and capability within SMEs in a number of closely-connected themes to 
drive significant additional growth in businesses. These themes are strategy, leadership and 
management, internationalisation, and productivity improvement. 
 
In the area of Business Innovation, services were developed to:  
 

 build SMEs innovation management capacity and move their performance towards 
that of the EU “Growth Stars”.  

 support early feasibility business expenditure in R&D within SME‟s. 
 help business create globally competitive products, services and business models. 
 help SME to make effective use of Design in its Innovation process. 
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In terms of process issues, there have been some constraints impacting on the ability of Lead 
Partners to spend their existing ERDF and ESF commitments. The delays to the start of the 
programme also caused issues in this regard.  
 
The new programme period commenced on 1 January 2014 and the Scottish ERDF and ESF 
Programmes were approved by the European Commission in December 2014 and became 
operational on 1 January 2015.  The Scottish National Rules, verification, monitoring and 
audit procedures were published in 2016 and the EUMIS IT system to manage the claims 
only became fully functional in the summer of 2017 when the web interface to upload data 
was finalised. This interface is an important function as the verification of claims requires the 
submission of financial and activity evidence which, in most cases, involves the transfer of 
large volumes of data due to the level of transactions.  The National Rules were then further 
reviewed in March 2018. 
 
The aspiration for the Scottish 2014-2020 ESIF programmes was to become outcome-based 
with a strong partnership approach. This was a clear request from EU stakeholders (based 
on the experience of the 2007-13 Programme), who advocated for a simplified administrative 
regime so that projects could focus on the achievement of outcomes and delivering impact.  
 
In response to this aspiration, the Scottish Operational Programmes are designed around a 
small number of Strategic Interventions.  These are groups of linked projects of significant 
scale, which are delivered by a small number of organisations with the required capability 
and scale to manage the ESIF audit requirements, whilst delivering significant outcomes.  
 
To further assist projects in refocusing on the delivery of outcomes, the Operational 
Programmes originally envisaged the use of simplified costs models (e.g. unit costs or lump 
sums).  The EC regulations for unit cost models require significant work upfront for applicant 
organisations to gather historical evidence of costs (over a 3-year period) upon which to base 
their cost model. Despite considerable planning from partners and the Managing Authority, 
there was not enough confidence that the data provided would meet EU scrutiny for ERDF.  
 
As a result, partners needed to design their operational delivery based on a cost-evidencing 
model (defrayed expenditure), whilst also having to deliver and evidence an output approach. 
This has resulted in making the 2014-2020 Programmes more administratively burdensome 
than ever for both delivery agencies and SMEs.  
 
This was disappointing as the originally proposed approach may have helped focus the 
activities on more experimental and innovative areas of investment where there is greater 
risk and need for structural change and where, therefore, the potential for impact is greater. 
 
For example, pulling back from the unit cost approach Scottish Enterprise had developed to 
deliver innovation activity meant that important areas of activity (and impact), such as R&D 
grant support, were omitted from our programme, as evidencing the costs of delivery at that 
time would have created too great an administrative burden for SE and – more importantly – 
for the SMEs we are supporting.  For this reason, Structural Funds are not always used in a 
way that maximises the impact in areas of strategic priority, for both the Lead Partners and 
the Scottish Government. 
 
Subsequently, the aspirations for a more ambitious joined-up approach that focused more on 
achievements have been challenging to meet, with constraints on the applicability of the 
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funding potentially reducing the impact of the Programme (spend, activity level, and 
outcomes are below targets across Lead Partners).   
 
How current and previous programmes are evaluated and any suggested 
improvements to the evaluation process. 
 
While the requirement of Ex-Ante assessment for programming is useful for developing 
strategies to address structural weakness, it is important that ex-post evaluation focusing on 
measuring outcomes (impact) rather than inputs (spend and activities) are timely enough so 
to provide a useful platform to develop future programmes.  This will achieve a better balance 
and support the ambition to develop an outcome-based Programme with more significant 
impact.  
 
4. Future programmes 
 
Covering: 

 How any future replacement of ESIFs could be used to improve employment, 
infrastructure and productivity in Scotland’s regions. 

 Which level of government is best placed to decide how future funding is 
allocated and what accountability processes should be in place? 

 What are the potential opportunities and risks presented by any replacement 
fund or programme for ESIFs? 

 
To maximise the contribution of any future replacement programme to Scotland‟s inclusive 
economy growth, it is important that it is fully aligned to Scotland’s Economic Strategy, 
which shares the EU‟s approach to linking economic, social and environmental progress.  
 
The new approaches and structures emerging from the Enterprise & Skills Review provide a 
strong framework that could provide an effective replacement for the European Structural and 
Investment Funds, in terms of their role in closing the gap between Scotland‟s performance 
and that of other high performing international nations and regions: 

 The Strategic Board and its forthcoming Strategic Plan will set the strategic direction 
for how the Enterprise and Skills Agencies collectively address the wider issue of 
Inclusive Growth in Scotland – including ensuring a more equitable performance 
between different regions and enhancing Scotland‟s performance in key areas such as 
innovation, investment and internationalisation.  

 Regional Partnerships will be best placed to shape how national and local delivery 
partners collaborate to contribute to closing the performance gap between the different 
regions of Scotland, making best use of the assets in each region to boost inclusive 
growth. 

 
These partnerships are best placed to determine the mix of policies and interventions 
that will be required to boost employment, infrastructure, productivity (and its drivers – 
innovation, investment and internationalisation) in pursuit of more inclusive economic growth.  
They each bring together key stakeholders including, importantly, the private sector, who will 
be central to leveraging positive change. SE is an active participant in each level of 
partnership. 
 
These partnerships should also be responsible for the allocation of funding from any ESIF 
replacement. The use of these existing entities, with established governance, should prevent 
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the need to create new, parallel, mechanisms for accountability. The commitment of the 
Strategic Board to develop a stronger, more integrated Performance Framework that reflects 
the collective ambitions of Government and its agencies, and more effectively measures the 
progress being made against clear and shared economic goals, could do much to ensure the 
improved outcomes we are all looking for are more effectively achieved. 
 
An approach to replacement funds fully aligned to Scotland‟s Economic Strategy provides 
opportunities to: 

 
 Make more tangible Scotland‟s commitment to inclusive growth, combining social and 

economic development. 
 Ensure a more streamlined approach to administering funding and delivering support. 
 Replace a rigid match funding model reliant on public funding with an approach that 

recognises the importance of securing leverage and value add from partners, including 
the private sector. 

 Increase the risk appetite, enabling partnerships to take a more innovative approach to 
improving performance, particularly in areas where established approaches have not 
made a sufficient difference, such as improving prospects in those areas that have 
consistently experienced disadvantaged or tackling Scotland‟s deficit in investment 
and innovation.   
 

Some potential risks to be considered and mitigated against in developing a replacement 
programme include: 
 

 A hiatus between the current ESIF 2014-20 programmes and implementation of a 
replacement. 

 Regional policy being delivered in response to a „challenge‟ fund approach that leads 
to short-term initiatives bidding for funding rather than sustained investment where it 
can make most difference. The 7-year programming period of EU Multiannual 
Financial Framework provides stability to plan and deliver structural change much 
valued by its stakeholders. 

 If the replacement programme doesn‟t learn from the administrative complexities 
of the current and past programmes then it runs the risk of projects replicating their 
focus on delivering activity compliantly at the expense of focusing on delivering the 
strategic objectives of the programme.  
 
 

5. Conclusion 
 
As stated above, the ESIF programmes are an important instrument of regional policy. It is 
therefore important that we both make full use of the 2014-20 programmes and ensure that 
any future replacement draws upon the experience of these programmes to continuously 
improve the impact that can be obtained. We trust that this submission helps in informing the 
Committee‟s deliberations. We look forward to continued engagement on this subject. 
 
 
Scottish Enterprise 
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European Structural and Investment Funds 

 
Scottish Funding Council 

 
Introduction  

The Scottish Funding Council (SFC) invests around £1.8bn each year enabling Scotland‟s 
colleges and universities to provide life-changing opportunities to over a half a million people.  
Through our funding we support high-quality learning and teaching, world-leading research, 
and greater innovation in the economy.  

SFC uses European Structural Funds (ESF), mainly to provide additional student places and 
to support skills development, primarily through colleges.  Colleges and universities can 
receive other forms of European funding directly; this response focusses on the funding 
managed by SFC. 

Current spending 

In this current year (2017-18), SFC will spend £24 million on ESF activity.  Of this £24m, £14 
million will come from ESF income (assuming SFC is successful in re-claiming these funds) 
and £10m from SFC‟s own resources (referred to as „match-funding‟).  

SFC is a Lead Partner under the current 2014-20 programme, providing funding primarily to 
Scotland‟s colleges to deliver two ESF projects: the „Youth Employment Initiative‟ and 
„Developing Scotland‟s Workforce‟. 

Youth Employment Initiative 

In 2012, the youth unemployment rate in South-West Scotland was over 25% and therefore 
that region qualified for the Youth Employment Initiative (YEI), a programme established 
specifically to deal with high levels of youth unemployment across the EU. 

The YEI programme supports young people not in employment, education or training (NEET) 
to get: 

 into employment (through mentoring, recruitment incentives, work-related training, 
etc.); or  

 into formal education leading to a qualification (through additional college places). 

Under the YEI, colleges in South-West Scotland (Ayrshire College, Glasgow Region, 
Lanarkshire Region and West College Scotland) receive annual ESF/SFC funding to deliver 
additional college places.  The YEI programme runs for three years, from 2015-16 to 2017-
18. 

Developing Scotland’s Workforce 

Colleges in other regions of Scotland (outwith the South-West) participate and deliver activity 
under the Developing Scotland‟s Workforce (DSW) programme, which aims to address 
regional skill gaps and shortages associated with key employment sectors, providing higher 
level skills to support the development of emerging growth areas.  ESF/SFC funding is 
provided annually to allow the provision of additional further and higher education activity 



Scottish Funding Council  EJFW/S5/18/16/2 

9 

across Lowlands & Uplands Scotland (LUPS) and the Highlands & Islands (H&I).  The first 
phase of the DSW programme runs for three years, from 2015-16 to 2017-18. 

Under both YEI and DSW, the vast majority of programme funding is being spent on 
providing additional student places across Scotland.   

In the H&I, in addition to additional student places (from FE level right up to taught/research 
postgraduate level), some programme funding is being used to recruit staff for sectoral 
development/employer engagement and curriculum development. 

Over the three year period 2015-18, the following activity has been funded through ESF/SFC: 
 185,000 college credits (which equates to around 11,000 students) 
 370 university funded student places 

Both the YEI and DSW programmes have been running since 2015-16.  Whilst the YEI 
programme will end as planned at the end of 2017-18, the Scottish Government has 
provisionally agreed to extend the DSW programme to 2022-23.  

Match-funding arrangements 

As Lead Partner, SFC provides a substantial amount of match-funding for the two ESF 
programmes.  The funding intervention rates are: 

 SFC ESF 
YEI 33% 67% 
DSW 
LUPS 

60% 40% 

DSW H&I 50% 50% 

SFC pays 100% of the required funding to colleges/universities at the time of delivery in order 
for them to run the programmes.  SFC subsequently submits annual claims for the ESF 
portion.  The claim process is very detailed and prescriptive, and therefore there is a risk that 
SFC is unable to claim back all of the ESF portion. 

The evaluation process 

Since 2010-11 SFC has built-up considerable experience in running ESF projects and 
ensuring that there are robust systems for compliance, monitoring and securing the 
outcomes from these projects.  We have also been subject to several compliance 
checks/audits under Article 60(b)/Article 62 1(b) by the Scottish Government, which have not 
highlighted any significant issues and confirmed that, in the main, the conditions have been 
met and expenditure declared in line with programme rules. 

SFC will undertake evaluations of the current programmes after the end of academic year 
2017-18, when the first phase of DSW will be complete and YEI will be finished. 

Future programmes 

SFC is the national strategic body for funding teaching, learning and research in colleges and 
universities. We have a clear set of priorities which reflect Ministerial guidance. The most 
recent Ministerial guidance (4 April 2018) set out the Scottish Government‟s “ambition to 
align our enterprise and skills agencies behind a common purpose and vision which secures 
improved outcomes for all our learners, drives inclusive economic growth and improves 
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productivity”. This will be implemented by SFC aligning its operational and strategic planning 
in line with the new Strategic Board.  
 
Beyond the extended 2023 funding horizon, SFC, in alignment with the Strategic Board and 
working in partnership with the other enterprise and skills agencies, would be in a position to 
deliver for Scotland what is needed in a post-Brexit landscape using existing SFC 
mechanisms.  With the experience we have gained from being Lead Partner for ESIF 
programmes, we are well-placed to continue to deliver effective skills development activities 
across Scotland, to monitor and evaluate them, and to do so with a minimum amount of 
burden on institutions.  

 
Scottish Funding Council 
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European Structural and Investment Funds 

Highlands and Islands Enterprise 

Introduction 

HIE welcomes the opportunity to respond to this call for evidence. We recognise the 
substantial impact that European Structural and Investment (ESI) Funds have had 
on the socio-economic development of the Highlands and Islands over the last three 
decades, in terms of infrastructure investment, business support, skills and 
employability programmes, community capacity building and environmental 
management.  

Who are we? 

Highlands and Islands Enterprise (HIE) is the Scottish Government‟s economic and 
community development agency for the north and west of the country.  Our region 
comprises over half the Scottish land mass (including 94 inhabited islands) and is 
home to around 470,000 people.   

HIE‟s role is to lead regional growth and development in line with Scotland‟s 
Economic Strategy (SES), improving competitiveness and building a fairer society 
across the Highlands and Islands.  HIE work in collaboration with partner agencies 
across the Enterprise and Skills system. 

HIE‟s approach to regional development is drawn from the national priorities 
described in SES: Investment, Innovation, Internationalisation and Inclusive Growth.  
We help build successful businesses, social enterprises and resilient communities; 
support the growth of industry sectors, and invest in the strategic interventions which 
create the conditions for a competitive region. Our current priorities, planned 
activities and budget information can be found in our Operating Plan.   

HIE has played a leading role in the development, delivery and evaluation of 
successive Structural Funds programmes, working closely with Scottish Government 
and other national and regional stakeholders. We were a strategic delivery body in 
the 2007–13 programme and are a lead partner in the current programme. We have 
also had some input to the development and delivery of the Scottish Rural 
Development Programme (SRDP) and European Maritime and Fisheries Fund 
(EMFF). 

Responses to Questions 

Current spending priorities and approval processes: 
 
Bearing in mind that Structural Funds are governed by EU rules and 
regulations: 
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1. How the Scottish Government identified and agreed spending priorities for 
its current ESIF allocations.  

2. The processes the Scottish Government went through with the European 
Commission to gain approval for its ESIF plans. 

3. The involvement of SG agencies, local authorities and the third sector at this 
stage of the process.   

Looking specifically at EU Structural Funds, the allocation to Scotland comprises two 
parts – an allocation for the Highlands and Islands NUTS2 region, designated as a 
“transition” region, and an allocation to the other Scottish NUTS2 “more developed” 
regions.  

During consultations, Highlands and Islands stakeholders argued for a separate 
Highlands and Islands Operational Programme or, failing that, use of an Integrated 
Territorial Instrument (ITI), one of the models proposed by the European 
Commission to encourage greater alignment and focus of territorial funds. Regional 
stakeholders felt that these options would better support a focus on the particular 
challenges and opportunities present in the Highlands and Islands, albeit with some 
additional administrative complexity.  

For the first time, however, a single Scottish Operational programme was proposed 
by Scottish Government (the Managing Authority), albeit with the separate funding 
allocation for the Highlands and Islands, together with different (more flexible) 
thematic focus and potentially higher intervention rates allowed by the EU 
regulations.  

Throughout the development process, consultation with stakeholders was 
considerable, although more ad hoc and not as structured as the “plan team” 
approach of previous programmes. This “ad hoc” approach sometimes manifested 
itself in tight timescales for response, on sometimes incomplete information. 
Consultation and stakeholder engagement took place on the Scottish Chapter of the 
UK Partnership Agreement (a high-level statement of the focus and objectives of 
ESIF programmes), and on the Operational Programme documents. Prior to formal 
approval of the Scottish Operational Programme, the Joint Programme Monitoring 
Committee (JPMC) and Highlands and Islands Territorial Committee (HITC), were 
established in shadow form, bringing together the managing authority with national 
and regional stakeholders. 

The SRDP was developed and is delivered as a single nationwide programme and 
the EMFF is a UK programme with a ring fenced Scottish fund allocation. 
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Current spending: 

4. How the differing needs of Scotland’s regions are accounted for in the 
current range of ESIF programmes. 

5. How the 2014-2020 programme funding is being spent, which areas have 
benefitted and any issues with these commitments or processes.  

6. Understanding current accountability and reporting issues. 

7. How current and previous programmes are evaluated and any suggested 
improvements to the evaluation process. 

The Highlands and Islands NUTS 2 region has a different designation at EU level to 
other regions in Scotland. As a Transition region, it benefits from EU regulations that 
allow more flexibility in the breadth of interventions and levels of funding. 
Furthermore, within the Scottish Operational Programme there are specific 
Highlands and Islands provisions such as the ability to invest in specialised business 
infrastructure and support culture and heritage projects. 

In contrast, a number of programme activities (Strategic Interventions and 
Operations) have developed and delivered pan Scotland without the flexibility, 
initially, to respond to regional needs. Subsequent changes to some operations has 
improved uptake and activity but valuable time has been lost. 

An initial aspiration of the programme was to improve the co-ordination and 
integration of activity within funds (between activities in the different thematic 
priorities) and between funds (better alignment across the four ESI Funds).  To 
oversee Scotland wide delivery of the four funds, the JPMC was established, with 
HIE as one of the members. THE HITC was also established, comprising the 
Managing Authority together with national and regional stakeholders. The remit of 
HITC is to oversee delivery of programmes in the Highlands and Islands and provide 
a means of aligning and co-ordinating activity. In practice, funding integration and 
alignment has been limited. In the Highlands and Islands it has proved difficult due to 
a lack of available, Highlands and Islands specific, performance information and 
variable input from.  lead partners.    

HIE is a lead partner delivering under the Business Competitiveness and Innovation 
priorities. In each case (and consistent with the programme overall), commitment 
and spend has been lower than anticipated. There are, we believe, a number of 
reasons for this: 

 delays in approving the Operational Programme (approved in December 
2014) and thereafter a complex and lengthy process of approving Strategic 
Interventions and Operations meaning that EU funded activity started later 
than anticipated. 
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 a greater focus in this programme on supporting growth businesses and, as a 
result, reliance on demand from businesses for innovation, internationalisation 
and leadership support. This has been challenging in a period of low business 
confidence in the economy and high levels of uncertainty about the future. 

 the lengthy process of developing EUMIS (the programme‟s management 
information system) has delayed the claims process and, as a result, 
programme spend. This was due, in part to an early commitment to adopting 
a “unit cost” approach which was later abandoned. 

 Lack of clarity at the outset about programme rules resulting in post approval 
changes in eligibility, often to the disadvantage of the Highlands and Islands. 
This has meant that elements of approved activity have been deemed 
ineligible and this in turn has complicated the claims process. 

 Lack of clarity about the evidence required to support claims. Where the 
requirements have changed over the life of the programme this has resulted 
in difficulty in sourcing the necessary information. 

Future programmes: 

8. How any future replacement of ESIFs could be used to improve 
employment, infrastructure and productivity in Scotland’s regions. 

9. Which level of government is best placed to decide how future funding is 
allocated and what accountability processes should be in place? 

10. What are the potential opportunities and risks presented by any 
replacement fund or programme for ESIFs? 

When the UK leaves the European Union and Regional Policy is repatriated to the 
UK, there is an opportunity to reconsider the aims, objectives and operation of such 
a policy, together with its alignment with, for example, the Scottish Economic 
Strategy and the UK Industrial Strategy. At UK level, the Shared Prosperity Fund has 
been identified as a potential successor to EU Structural Funds, although to date 
there is no detail on what this fund may look like. 

The HIE view is that a UK / Scottish Regional Policy is necessary as a means to 
enhance competitiveness in every part of the country, It would be a clear recognition 
that economic inclusion is an enduring policy objective and that all parts of the UK / 
Scotland have a contribution to make to economic prosperity.  

Working on the basis of a separate and specific UK / Scottish regional policy, with 
development and delivery led by devolved administrations and regional 
stakeholders, what are the characteristics of a Regional Policy that would best 
support development in the Highlands and Islands? 
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 A Regional Policy focusing on improving regional competitiveness and 
inclusion, within a Competition Policy (State Aid) environment that recognises 
and responds to regional disparity. 

 A focus on regions with the greatest challenges. Implicit in this approach is 
that regional policy is selective – not all parts of the UK / Scotland will benefit 
to the same degree. Consideration needs to be given to the spatial scale and 
definition of selected regions. 

 Regions defined by clear and objective criteria. There is an opportunity to 
consider more sophisticated selection criteria, beyond GDP per capita, (for 
example, population sparsity, employment / participation rates, average wage 
levels, skill levels, economic concentration, “remoteness”, “fragility”). 

 Funding that is available over the long term at a level commensurate with the 
scale of challenge, rather than short term, one off allocations of funding. 

 A flexible approach, with a high degree of input into policy development from 
regional stakeholders, to address specific regional challenges and 
opportunities. These differ greatly by region – contrast the Highlands and 
Islands with post-industrial Lanarkshire for example. 

 A robust approach to performance measurement and evaluation. Not only is 
this good practice, it recognises that UK / Scottish Regional Policy funding will 
be in competition with funding of other public services. Evidence of positive 
outcomes and value for money will be important, though we should recognise 
that not all benefits are easily measured. 

 Development and delivery mechanisms that are simple, streamlined and, as 
far as possible, align with existing delivery structures. 

 An audit and compliance regime that is proportionate and is not overly 
burdensome in comparison to that for wider public funds. 

 UK / Scottish Regional Policy closely aligned with UK / Scottish Agriculture 
and Rural Policy (also replacing existing EU policy), bringing together the two 
most significant place based development policies. Co-ordinated development 
and delivery in the Highlands and Islands is desirable. 

It is important that lessons learned from our collective experience of EU programmes 
are captured and inform the development and delivery of successor domestic 
programmes. 

HIE looks forward to discussing these issues in further detail with the committee. 

Highlands and Islands Enterprise 



EJFW/S5/18/16/2 

16 

European Structural and Investment Funds 

 

COSLA 

 
Overview   
COSLA welcomes the opportunity to contribute to this consultation.  Our response is 
grounded on the key negotiating principles, agreed by Council Leaders at their November 
2017 meeting, around the replacement of EU funding and the possibility of opting into some 
EU cooperation programmes, once the UK has withdrawn from the EU.  

 
Current Position  
1. In the current 2014-20 programme, Scotland has been allocated €1.8bn in EU Structural 

Funds for Regional, Rural, Social and Marine economic development.  Around one third is 
currently delivered by the Local Government sector, including Business Gateway and 
Community Planning Partnerships.  
 

2. While the UK Treasury and the Scottish Government have agreed through several public 
statements in late 2016 that they would honour existing commitments until the end of the 
current programme in 2020, it is necessary to ensure that those commitments are 
realised, and to start working now on EU funding‟s replacement.  Had we been staying 
within the EU, councils would already be in the process of preparing their applications for 
the next multi-year funding programme. 
 

3. COSLA‟s position is that post-Brexit we will continue to need funding mechanisms for 
locally led, sustainable economic development.  Any new UK and Scottish mechanisms 
should retain the positive features of the EU Structural Funds, that is: be strategic, 
partnership based, bottom up, maintain or increase the overall quantum and have 
certainty beyond the term of a single Parliament.  
 

4. We have had initial officer-level discussions at UK and Scottish Government levels.  
However, the delay in Brexit negotiations starting, the running of existing programmes, 
and elections have prevented civil servants (except in the Rural Development sector) 
working meaningfully on this.  Positively, all main political manifestos, including the 
Conservative Party‟s proposal for a UK Shared Prosperity Fund suggest replacing EU 
funding.  Civil servants and ministers seem to be open to the local authority associations 
making an early contribution to the form these will take.  We expect the UK Government 
to consult formally on this later in the autumn.  However, there are, as yet, no firm 
guarantees of how much funding might be available through whatever mechanism is 
ultimately agreed.  
 

5. We also want to see Scottish councils being able to opt into some EU programmes post-
Brexit (Treasury paying for the UK share) in the same way that Norwegian and Icelandic 
municipalities do.  This has already been welcomed at an EU level, with UK Government 
also seeming open to considering this.  

 
Closure of Ongoing EU Funding Programmes  
6. Of the full quantum above, Scottish Local Government delivers around one third of the 

£1.3bn EU Structural Funds 2014-20, specifically aimed at regional development and 
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social issues (European Regional Development Fund (ERDF), and European Social Fund 
(ESF)).  
 

7. This essentially means funds for Small Medium Enterprise (SME) support delivered by 
Business Gateway, financial engineering via the new “Business Loans Scotland” (an all-
Scotland local authority loan partnership), employability via Community Planning 
Partnerships, and special funds on Youth Employment for 12 West of Scotland councils 
(due to the 25% youth unemployment rate there at the time it was allocated).  All the 
schemes are run by the Scottish Government Structural Funds Division.  This total also 
includes the £86m schemes that councils deliver on behalf of the Scottish Government 
Rural Division: the LEADER programme for rural communities‟ diversification, the small 
business support scheme and rural broadband; as well as about £6m for coastal 
communities run by Marine Scotland.  
 

8. This was the result of lengthy process, over the space of four years, with the Scottish 
Government partnering with different bodies throughout the period.  COSLA was 
particularly engaged at the initial phase in terms of both translating the new EU rules into 
Scottish delivery mechanisms and initial scoping of priorities.  We also contributed to the 
jointly drafted options papers, contributed to the Partnership Agreement and Operational 
Programmes, facilitated and organised workshops with Local Government partners and 
did our lobbying / influencing in Brussels.  However, even in that privileged position, it was 
difficult to properly scope and anticipate the Scottish Government‟s own preparations.  
Clearly in terms of scoping any post-Brexit EU Structural Fund replacement we would be 
keen for negotiations that were as early and open ended as last time, but more 
predictable in terms of stages, outputs and engagement throughout the process.  
 

9. Our expanded role by way of the Strategic Intervention has resulted in local authorities 
having taken on additional responsibilities.  But, often this has lessened our ability to 
influence.  Among those councils that are acting as Lead Partners this means that they 
are effectively a mini-Managing Authority – but unlike the “sub-delegation” of functions 
allowed for in the EU Regulations, this alternative homegrown scheme offers less scope 
for local discretion and more focus in delivering national as opposed to local objectives.  
This time round Scottish Government agencies had unprecedented access to the EU 
Structural Funds programmes, and worked as envisaged in the sub-delegation 
arrangements.  However, local authorities, as a separate sphere of government, has 
found this to be an excessively constraining framework – given the significant amount of 
time, compliance and administrative functions that Lead Partners have had to comply 
with.  
 

10. Our allocations have been dwarfed by the much larger amounts of the €4.5bn directly 
allocated to the farming sector via the CAP Pillar I, as well as the non-local, remaining 
93% of the Scottish Rural Development Programme and a similar amount of the above-
mentioned Fisheries Fund going to the fishing industry.  
 

11. The start of the current programmes suffered delays, including IT issues - EUMIS for 
ERDF/ESF is not considered to be working well and creates a hindrance (although the 
system used for the EMFF funding by Marine Scotland is a good example of how an IT 
system can benefit the managing authority, applicant and staff team).  This means that, 
three years into the programming period, few funds have been claimed from the EU.  
Claims are now likely to be made close to “Brexit day” (30 March 2019).  Both the UK 
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Treasury and Scottish Government have issued formal statements reassuring 
beneficiaries on the spending of the current funding regardless of the Brexit date.  
 

12. Our member councils have raised repeated concerns, at an official and political level, due 
to the delays in launching the programmes (a knock-on effect from the prior delay in 
getting the EU budget agreed) and the general uncertainty around Brexit, some councils 
might now have difficulty in delivering their committed interventions and making match 
funding available.  This is why securing full legal certainty over the remaining monies and 
the spending and reporting obligations post-Withdrawal is so important. 

 
Legal certainty of existing programmes under Brexit 
 
13. Under EU Regulations, the EU monies committed for 2020 (the last year of the current EU 

budget period) could still be claimed for refund in 2023.  This is known as the N+3 rule.  
Despite the above statements from HM Treasury and Scottish Ministers there is no 
binding guarantee at present (pending any announcement in the Autumn Budgets) that 
the Scottish and UK Government will continue applying the same legally binding rules of 
EU Structural Funds Regulations, including N+3 post withdrawal.  
 

14. The easiest solution would be if the political guarantee is made legally binding by explicitly 
mentioning the EU Structural Fund Regulations in the European Union (Withdrawal) Bill or 
as part of the related upcoming Brexit legislation. 

 
15. Unfortunately, this has not happened so far.  A potential solution has arisen in the draft 

Withdrawal Agreement tabled by the EU on 28 February.  Article 128 confirms that the 
United Kingdom shall contribute to and participate in the implementation of the Union 
budgets.  After the end of the Transition period any UK commitments for the EU 2014-
2020 period (such as the N+3 payments) could continue to be honoured. (Art 129)  

 
16. With regards to EU Structural Funds Article 130 makes clear that “the United Kingdom 

and entities established in and projects located in the United Kingdom shall only be 
eligible for financial operations [of EU funds] .. provided that those financial operations 
were decided by the entities and bodies .. before the date of entry into force of this 
Agreement, even if the signature of those financial operations took place after that date”.  
 

17. This provides some legal certainty that all EU funding activities started before Brexit day 
will continue to be managed, audited, etc as at present, even if their effect runs after 
Brexit day.  This is a more explicit reassurance than the Treasury Statement (and is in 
contrast to the Withdrawal Bill, which is currently silent on these matters).  
 

18. For projects for the EU Budget period 2014-2020 (or prior periods) that are committed 
after the end of Transition period on 31 December 2020, Article 131 shall also continue to 
apply as if the UK had not left the EU.  This is a welcome reassurance, provided that the 
UK does not propose (as is possible) to simplify this and settle the accounts and ongoing 
procedures with the EU on UK EU projects by Brexit day, rather than letting it linger post-
Withdrawal.  UK experts (including councils) can continue attending specialist bodies in 
charge of advising on the management of the funds (article 131.3). 
 

19. Given that the EU Withdrawal Agreement, once ratified by the UK, will be an international 
treaty binding upon the UK, it will provide the legal certainty to delivery bodies, employees 
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and contracts that are currently lacking, allowing the existing EU programmes to run until 
their conclusion in 2020-2023. 

 
 
New Post-Brexit Multi-Annual Integrated Sustainable Local Development Programme  
 
20. While we recognise that, post-Withdrawal, economic development funds will be 

discretionary, preparations should start now so policy and funding arrangements are in 
place to replace Structural Funds by the time of leaving the EU.  COSLA welcomes the 
UK Industrial Strategy, noting that by default it is mainly thematic or sector based rather 
than spatially targeted.  COSLA seeks a strong and sustainable Industrial and Regional 
Development Strategy, supported by a funding programme that is strategic, partnership 
based and has legal and funding certainty beyond a single Parliament.  
 

21. The UK Conservative Manifesto proposed the „Shared Prosperity Fund‟, “taken from 
money coming back to the UK as we leave the EU, to reduce inequalities between 
communities across our four nations.”  Although initial discussions with civil servants 
before the summer showed that work had not started, they were keen to emulate previous 
EU funding partnership arrangements with Devolved and Local Government 
representatives.  The Manifesto and UK Government Brexit White Papers specifically 
mention consultation with Local Government and devolution to the local level.  DExEU 
Ministers meeting the COSLA President recently, confirmed that they would be keen to 
hear how best Regional Policy might be furthered through the Shared Prosperity Fund.  

 
22. COSLA would be keen to develop a central-local, multi-annual, sustainable economic 

development programme, which consolidates the scope and resources currently 
disbursed by the several existing EU funds (the “single pot” approach).  This single pot 
would have a strategic nature so that, with shared accountability, central and local 
authorities would agree to work towards shared outcomes.  
 

23. At the same time this new funding instrument would be able to do away with EU imposed 
“earmarks” (such as the compulsory earmark of 20% for research, or the expectation of 
spending only 5% of rural funds in village renewal and economic diversification).  It would 
not need to replicate the same match-funding rates currently set by EU rules and, in some 
cases, even do away with those match funding obligations altogether.  
 

24. The principle of additionality should be retained.  This means that spending priorities 
should focus on medium term priorities (eg employability, broadband) that need to be 
locally determined, while referring to wider national and international priorities.  
Allocations for this funding replacement should be left outside the Barnett formula, and set 
at a level that is at very least commensurate with the existing levels of EU funding 
received in Scotland. 
 

25. The end of the EU Regulatory Framework allows more flexibility in terms of home grown 
spatial targeting of support.  Scotland and the UK has quite sophisticated tools to identify 
and allocate support at local and even neighbourhood level that are far more nuanced 
and targeted than those provided by the EU template.  These include SIMD, Rural Urban 
Classification, Socio-Economic Performance (SEP) indicators for rural Scotland, 
SOAs/LOIPs, Local Government Benchmarking Framework (LGBF), among others.  The 
replacement Structural Funds should allow for better spatial targeting and empowerment 
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of the communities themselves, building upon the existing Scottish community 
empowerment agenda.  
 

26. We should also benefit from the lessons of the previous period where the LEADER 
allocations per local area seemed overall quite proportionate, while the indicative 
Structural Fund allocations were rough using a not sufficiently robust methodology.  The 
latter resulted in some areas receiving insufficient funding and other areas having 
challenges in being able to provide match funding.  
 

27. Funding should be allocated and reported back in terms of outcomes.  The constraints 
imposed by the EU Financial Regulation will go after Brexit.  This offers a great 
opportunity for Local Authorities and other delivery bodies to be paid on attainment of 
previously mutually agreed results and benchmarks with the Scottish Governments.  This 
would do away with the existing bureaucracy of EU/Managing Authority imposed paper-
trails.  
 

28.  In terms of broad spending priorities, it seems relevant that the new funding should be 
used to localise the UN Sustainable Development Goals (SDGs) that both the UK and 
Scottish Government signed up to in September 2015.  We note Local Government has 
not had significant direct engagement on how arrangements will be approached to deliver 
these, in spite of COSLA and others‟ role in drafting the SDGs.  By contrast, central-local 
partnership work on the SDGs has already started in many European and other countries.  
 

29. Development of new replacement funding needs to go hand in hand with simplification 
and consolidation of the diverse State Aid rules for Regional, General Block Exemption 
and separate EU state aid guidelines for broadband, research, environmental, de minimis 
and Services of General Economic Interest.  However, the extent of this consolidation and 
simplification exercise will depend on the scope and depth of the future UK-EU 
Partnership and Free Trade Agreement (whose negotiations are only starting now after 
the Lancaster House Speech).  
 

30. Existing powers for Scottish Programmes should be decided by the Scottish Government, 
Local Government and other partners as at present.  We do not welcome the possibility 
that Brexit might mean an increase of powers of the UK Government in local economic 
development in Scotland.  Indeed, and contrary to agricultural support, this is not included 
in either the 111 or 153 EU returned powers listed by the Scottish and UK Governments 
respectively.  For that reason, we take the view that the status quo prevails and any 
“common frameworks” on this issue by way of UK-wide arrangements for governance, 
reporting and audit of the new Fund should replicate the light touch, partnership based 
arrangements between the UK, Devolved Administrations and Local Government outlined 
in the current UK Partnership Agreement. 
 

31. Lastly, there should not be separate audit and reporting trails and obligations as currently 
happens with EU funds, as all these requirements should be mainstreamed through 
existing national audit and reporting systems.  
 

32. Although we have only had early discussions with UK and Scottish civil servants we are 
keen now to contribute to the proposed consultation on the UK Shared Prosperity Fund 
and start early scoping with the Scottish Government.  We will also need to tie this in, 
where appropriate, with discussions with the Department for Business, Energy and 
Industrial Strategy (BEIS) and the Department for Environment, Food and Rural Affairs 
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(DEFRA), so that the features of the new programmes are finalised well before the 
closure of the current EU funds allocations.  Considering the time this will take, it is a 
matter of urgency to start that work before the summer recess in 2018 so the new 
programme can start on time in 2021. 

 
Rural Economy and Funding post-Brexit  
33. Rural Scotland and the fishing and farming sectors are one of the most affected by EU 

rules and funds.  The rural economy is heavily dependent on the existing EU Common 
Agricultural Policy (CAP).  In that respect, the new DEFRA Secretary of State outlined in 
June that, in developing post-Brexit domestic funding, support to rural areas of the UK 
would not need to be tied into CAP earmarks and constraints, which historically have 
penalised the UK and, most particularly, Scotland.  The Scottish Government is 
concerned that only certain types of farms will be included and little or no replacement 
funding will be available for wider rural development.  We can‟t see the new domestic 
schemes being in place by 1 April 2019 and UK CAP arrangements not being part of any 
transition period with the EU.  

 
34. Despite this, leaving CAP provides a good opportunity to increase the existing 5% 

compulsory rural spending earmark for local development.  Equally, with the EU 
regulations gone, there is no reason why Local Action Groups could not be aligned with 
local authorities in line with community empowerment legislation.  
 

35. The Cabinet Secretary, Fergus Ewing, has engaged with stakeholders, including some 
Local Government representatives.  He also wrote to the previous COSLA Spokesperson 
seeking views and offering to engage, and on 30 October he met with Cllr Heddle, 
COSLA Environment and Economy Spokesperson.  
 

36. A National Council of Rural Advisers has been created.  Co-chaired by Lorne Crerar 
(Highlands and Islands Enterprise) and Alison Milne (Scottish Tenants Association), it 
does not have a specific Local Government representative.  However, COSLA‟s input has 
already been actively sought.  The National Council is currently scoping the issues that 
need to be covered for EU funding replacement and the wider rural economy (with a 
report due around now).  This will complement the broader work being carried out by the 
Agricultural Strategy Champions and that of the Rural Parliament.  
 

37. COSLA is keen to begin detailed early discussions with the Scottish Government and 
DEFRA, to seek the opportunity to build a new dedicated Scottish Rural Community 
Empowerment Fund that can become the cornerstone of local authority local economic 
development in rural areas.  However, we also need a wider discussion with them on the 
future of our rural communities from an environmental, depopulation, socio-economic and 
community empowerment perspective.  

 
UK Opting into post-Withdrawal EU Cooperation Programmes  
 
38.  Scottish councils currently have access to much smaller pots of funding by applying to 

interregional funds (INTERREG) and a variety of other EU funds.  These are subject to 
forming partnerships with bodies from other EU countries and through competitive EU-
wide project calls.  In the last period, the Scottish draw-down was roughly £35m for cross-
border with Ireland, North Sea, Atlantic, Arctic and pan-EU interregional cooperation 
projects.  On top of that, through Horizon and Erasmus+ programmes, councils have 
received amounts in the region of £1m in recent years.  



COSLA  EJFW/S5/18/16/2 

22 

 
39. We have already had contact with UK civil servants on this.  The matter has also been 

raised with current and previous DExEU Ministers by the COSLA President, and also with 
David Mundell, Secretary of State for Scotland at a recent meeting.  
 

40. Having sought views from Scottish local authority practitioners, and with the help of our 
peers from Norway and Iceland, we have identified a possible way for UK local and other 
public and civil society bodies to opt into a range of EU cooperation programmes – with 
the UK Treasury covering their part.  
 

41. Several UK Brexit White Papers, Ministerial statements and Treasury statements have left 
the option open of further participation in some EU programmes (namely Research and 
Erasmus EU funds) but these don‟t cover Territorial Cooperation (INTERREG) or other 
policy specific cooperation programmes currently open to local authorities of non-EU 
countries such as COSME (for SMEs), EASI (Employment and Social Innovation), 
Consumer and Citizenship programmes.  
 

42. However, „The White Paper on Exiting the EU‟ opens the door. “Once we have left the 
EU…there may be European programmes in which we might want to participate. If so it is 
reasonable that we should make an appropriate contribution”. This possibility has been 
reinforced by the UK formally proposing to opt into the Horizon EU research programme. 
The basic funding rules are common to all EU programmes, making it possible for the UK 
to opt into other programmes as well. For instance, in the case of INTERREG this would 
amount to £175m per year (the average net contribution to the EU budget is currently 
€7bn/year).  At COSLA‟s request, the European Commission and the Committee of the 
Regions have specifically backed this “subject to the UK Government asking for it” during 
the negotiations.  
 

43. It should be noted that exemption from European Court of Justice (ECJ) jurisdiction is an 
essential requirement for participation to be acceptable for the UK Government.  In that 
regard we have received confirmation that participation of municipalities from Norway or 
Iceland in EU programmes is not subject to ECJ jurisdiction, nor that of the EFTA Court.  
Any dispute would be settled in the Joint Committee made up by these countries and the 
EU – presumably a similar structure that will govern the future UK-EU Free Trade 
Agreement as outlined in the UK Government “Enforcement and dispute resolution - a 
future partnership paper” published in August last year.  

 
44. On INTERREG, the Member State as well as Norway and Iceland will jointly bear the 

financial consequences, whereby each Member State (or Norway / Iceland) shall be 
responsible in proportion to the ERDF/ Norwegian/ Icelandic contribution of the respective 
national project partners involved.  The co-financing rate would be 50% and it would be 
the Scottish Government solely responsible for audit and control, not the EU.  
 

45. When the COSLA Presidential team met Mr Barnier, Chief EU Negotiator, he specifically 
committed to look with the UK negotiators at options to enable the UK to opt-into these 
cooperation programmes so that councils could continue participating.  Building on a 
range of exchanges with UK and Scottish civil servants, COSLA officers, with the support 
of councils and professional networks, are seeking to open formal negotiations with the 
UK Government on opting in to some European Cooperation programmes post-Brexit. 
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46. It is regrettable that the Joint Report agreed by the UK and the EU last December, the 
Lancaster House speech and the draft EU negotiation mandate tabled on 7 March - and 
the corresponding European Parliament Resolution of 13 March - do not specifically 
include INTERREG.  They only refer to a possible post Brexit UK opt-in the EU Research, 
PEACE, Erasmus and Creative Europe programmes.  This will put Scottish councils and 
those in the rest of the UK in a worse situation in terms of developing and retaining 40 
year-old links with their counterparts across the North Sea.  This could be inferior to the 
position of municipalities in Morocco or Serbia, let alone Norway and Iceland.  For that 
reason, as a matter of urgency, the Scottish Parliament should continue to urge the UK 
Government to include INTERREG in its menu of negotiating topics with the EU for the 
post-Brexit Free Trade and Partnership Agreement. 

 
Next Steps  
47.  The negotiation lines on EU funding closure, replacement of EU funds, including rural 

funding and opting into some EU cooperation programmes post-Brexit will be progressed 
by COSLA at political and officer level in the coming months by way of formal 
consultations and bilateral meetings.  We will be keen to provide MSPs with further 
details as and when required.  A related matter for the next few months will hopefully 
emerge when discussions open-up around Scottish access to loan arrangements that will 
arise once the UK withdraws its shares from the European Investment Bank. 

 
 
COSLA 
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European Structural and Investment Funds 

Scottish Cities 

 
The Scottish city local authorities (Aberdeen City Council, Dundee City Council, The City of Edinburgh 
Council, Glasgow City Council, Highland Council, Perth and Kinross Council and Stirling Council) 
welcome the opportunity to respond to the Economy, Jobs and Fair Work Committee‟s European 
Structural and Investment Funds Inquiry specifically in relation to the “Future Programmes” questions. 
The Scottish Cities Alliance‟s (The Alliance) Operational Programme 2018-2022 identifies the 
opportunity for the Scottish Cities to work with the Scottish Government and other partners to inform 
post Brexit regional funding including new mechanisms to support the delivery of infrastructure and 
wider City and Growth Deal investments and the Scottish cities would like to work closely with this 
Committee on this objective1.  
 
Scotland‟s Cities represent 53% of the population of Scotland (2.86m) and are home to 55% of 
businesses, 61 % of jobs (1.51m) 66% of GVA (£84.6bn) and 63% of Scottish exports as well as 
world class universities2. The scale of the Scottish Cities‟ contribution to the economy is critical to both 
the Scottish and UK economy. However, at present their contribution is low by international 
standards, demonstrating that they have unrealised potential, which it will be critical to unlock to 
create a successful post-Brexit economic landscape.  
 
ESF and ERDF have played a significant role in developing Scotland‟s economy for many years with 
Inverness in Highland in particular benefiting from an enhanced intervention rate. The loss of such 
funding will have a significant impact on the ability of local authorities to deliver services and 
infrastructure initiatives that have supported growth in the economy. The Scottish Cities are of the 
view that future funding needs to enable the cities and their regions to continue to deliver services and 
infrastructure appropriate to their area and focus on reducing inequalities and disparities within and 
between regions, placing productivity and inclusive growth at the forefront of its goals and objectives. 
An approach which recognises the critical link between social and economic policy and which 
understands that investment in one realises dividends for the other is key to the future success of the 
Scottish Cities.  
 
A detailed response to the specific future funding inquiry questions is provided in Annex 1, however, 
in summary many of the outcomes for future funding which the Scottish Cities seek, align with 
outcomes shared by the Core Cities (Birmingham, Bristol, Cardiff, Glasgow, Leeds, Liverpool, 
Manchester, Newcastle, Nottingham and Sheffield)3. These include:-  
 

• Level of funding: The focus should be on ensuring that the value of future funding is at 
least the same as existing funds received from EU and domestic funds noting the 
enhanced intervention rate for Inverness in Highland.  

                                                           
1 Scottish Cities Alliance Operational Plan 2018-2022 - https://www.scottishcities.org.uk/about-
us/publications   
2 
http://www.gov.scot/Topics/Statistics/Browse/Business/Publications/7Cities?_ga=2.174206050.194529
5900.1523353359-93965692.1521645969   
3 https://www.corecities.com/   
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• Match funding: There is a need to consider the “match funding” approach going forward, 
in particular the requirement for 60% match from public funding. The Scottish Cities need 
to be able to match future funding with other EU funding sources such as Horizon 2020 
and other Government funds more readily.  

• Flexibility: Any new policy needs to be more flexible and responsive to local needs and 
match the 7 to 10 year approach within the existing EU Multi Annual Financial 
Frameworks but with added flexibility to deal with external factors. Future funding also 
needs to find the right balance between economic and social needs.  

• Local issues, local responses: Future funding needs to use localised industrial and 
economic development strategies to identify investment needs. This approach is 
supported by a recent report from the Local Government Association and Learning and 
Working Institute, which highlights that there is a need to ensure that the decision making 
processes of funding are made at the local/city region level44. Funding and decision 
making powers need be devolved and local discretion given regarding the appropriate 
balance of capital and revenue interventions.  

• Simpler: need to reduce levels of bureaucracy related to the funds; make the process of 
applying for and managing funds easier; establish a “single pot” of funding.  

• Distribution: use most relevant up-to-date data to identify the areas of need/opportunity. 
Future funding needs to be based not only on need but also on opportunity and should be 
a measure of GVA as well as Indicators of Multiple Deprivation. There is a need to identify 
the opportunity in each city region as well as the need – investing in success and not just 
the challenges faced in each region.  

 
Whilst the Scottish Cities collectively support the above outcomes shared with the Core Cities, it is 
important to note that Scottish cities will have different priorities due to their geography, scale 
demographic patterns as well as social and economic structure which will necessitate the need for 
future funding to be locally and regionally responsive to address need and maximise opportunity.  
 
To date there has been limited information forthcoming from the UK Government on the proposed UK 
Shared Prosperity Fund with planned consultation being pushed back until later in 2018. Given the 
importance of ESF and ERDF to the economies of the Scottish Cities it is imperative that discussions 
between the UK Government, the Scottish Government and with local authorities across the UK begin 
as soon as possible to ensure that there is sufficient time for all parties to shape future funding in a 
way which drives inclusive growth across the Scottish City Regions. In this regard there may be 
opportunities for the Scottish Cities and the Scottish Government via the Scottish Cities Alliance to 
work with the Core Cities network to press the UK Government to bring their consultation framework 
forward and work collectively to shape future funding where the views of cities in both networks and 
the Scottish Government align.  
Leaders and Mayors representing the Core Cities met with the EU chief negotiator Michel Barnier in 
February supported by Eurocities to promote the interests of their local communities, businesses and 
institutions in maintaining future links with other European cities. The Scottish Cities would be 
supportive of working with the Scottish Government via the Alliance to utilise Glasgow and 
Edinburgh‟s membership of Eurocities to undertake similar policy influencing activity both pre and 
post Brexit. CoSLA is also working with the Commission and this is another route the Scottish Cities 
are keen to work collaboratively with to maximise their ability to influence future funding as well as any 
future EU programmes they continue to have access to. 

                                                           
4 See page 7 - 
https://www.local.gov.uk/sites/default/files/documents/WORK%20LOCAL%20FINAL%20REPORT%200507201
7.pdf 

https://www.local.gov.uk/sites/default/files/documents/WORK%20LOCAL%20FINAL%20REPORT%2005072017.pdf
https://www.local.gov.uk/sites/default/files/documents/WORK%20LOCAL%20FINAL%20REPORT%2005072017.pdf
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Finally, at present only 5 % of the Scottish Structural Funds programme is directed solely towards 
urban areas. Scotland‟s Agenda for Cities acknowledges that the Scottish cities and their regions are 
the key drivers of the Scottish economy and therefore consideration should be given to directing a 
greater percentage of future funding to cities/urban areas. Work is underway by the Alliance as part of 
its Operational Programme 2018-2022 to give consideration to a Scottish Cities Infrastructure Fund 
which could inform this discussion. 

 

Scottish Cities 
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Annex 1 

Inquiry Questions – Future Programmes  
How any future replacement of ESIFs could be used to improve employment, infrastructure 
and productivity in Scotland’s regions?  
 

• Future funding needs to be based not only on need but also on opportunity – it should be 
a measure of GVA, SIMD and potential. Local areas are best placed to identify need and 
to work with regional/national government to ensure a co-ordinated approach to 
development across Scotland.  

• Integrate successor funding with other funding sources e.g. Scottish Government, UK 
Government or with EU funding opportunities such as Horizon 2020 or ERASMUS which 
we may still have access to post Brexit to ensure a joined up approach to economic 
development.  

• Simplification of processes and delivery structures. The current EU processes can be 
overly bureaucratic with the landscape further complicated by having many Strategic 
Intervention leads across an array of organisations, each with their own application and 
assessment processes and different application timescales.  

• Regional policy needs to be just that – developed at a local and regional level. Regional 
policy needs to consider the differences within and between Scotland‟s regions.  

• Need to ensure that Scotland retains its share of funding – negotiate strongly with the UK 
Government to ensure that the level of successor funding is at least the same, if not more, 
than the current level.  

• Consider the role of City Deals and regional development plans alongside local needs. 
Potential to use match funding from the UK Government through City Deals needs to be 
considered5.  

• Need to consider the requirement for match funding – levels required and what can be 
used as match funding. There is an opportunity to match successor funding with other EU, 
UK and Scottish Government funding. The Scottish Cities will need additional resources to 
match the scale of the challenge.  

• ESF funding should be able to focus on both low-level skills/needs and higher-level skills 
– working with colleges/SDS to develop activities that meet skills gaps at both lower and 
higher levels. Research commissioned by the Local Government Association identified 
that there will be 4 million too few high-skilled people for available jobs and 6 million too 
many low skilled people6. The Scottish Cities need to enable people to gain higher level 
skills.  

• The new programme needs to consider a degree of flexibility in the existing EU funds to 
support companies to enable the delivery of more effective support in the places that need 
it most and in ways that are responsive to business needs/demands not time limited. 
Currently, Business Gateway activities delivered by local authorities are not allowed to 
use start up areas of the contract as match funding (only growth) which limits the money 
local authorities have to provide additional support over and above the Business Gateway 
contract. This funding should be seen as eligible match in future programmes.  

 
Which level of government is best placed to decide how future funding is allocated and what 
accountability processes should be in place?  
 
Funding in Scotland is currently allocated in a number of ways:  
 

                                                           
5 See Cornwall and Isles of Scilly Leadership Board and Cornwall County Council paper for an example of what 
could be considered and how they could be the accountable body and deliver the programme regionally “New 
Frontiers – a proposition to Government.” 
6 LGA, 2017. Work Local: our vision for an integrated and devolved employment and skills service   
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• Funding managed by Local Authorities e.g. Employability, Poverty & Social Inclusion, 
Business Gateway  

• Funding that can be applied for by local authorities to deliver infrastructure which is 
managed by different bodies e.g. Transport Scotland‟s Low Carbon Travel and Transport 
and the Scottish Government‟s Low Carbon Infrastructure Investment Fund.  

• • Funding that is managed nationally by organisations such as SDS and Scottish 
Enterprise  

 
This currently means that there is a very mixed approach to the allocation and delivery of ESIF across 
Scotland which leads to confusion and potentially to missed opportunities. There are no set deadlines, 
or application processes for funds, with each setting its own deadlines and assessment processes. 
For simplicity, the Scottish Cities are keen that successor funding has a clear and simple set of 
criteria, rules and processes for allocation and management of funding.  
 
There is a need to ensure that the decision making processes of funding are made at local/city region 
level. Each city region has a clear idea of their growth potential and skills and infrastructure needs 
and successor funding should empower them to make the decisions that are right for them. At the 
same time, consideration should be given at the national level as to how both the Scottish and UK 
Governments might maintain oversight of decisions made at the city region level to prevent 
duplication of projects across Scotland. This is necessary to ensure that the economy as a whole is 
not flooded with similar infrastructure resulting in unhealthy competition which may in fact lead to an 
overall reduction in productivity and output.  
 
Ultimately, there is a need to structure successor funding in ways that deliver support more efficiently, 
more flexibly and with more local control.  
 
What are the potential opportunities and risks presented by any replacement fund or 
programme for ESIFs?  
 
Most of these are covered by the commentary above but they include:-  
Risks  
 

• The UK Government and the Scottish Government has insufficient time to consult 
effectively with all partners to shape successor funding in a way which meets local needs.  

• Successor funding is not ready for deployment in time for the UK leaving Europe.  
• There is a centralised approach to successor funding to the detriment of the Scottish City 

regions.  
• The dispersion/allocation of funds is not undertaken with due consideration to need and 

opportunity.  
• The UK Government decides not to use the existing EU approach for the distribution of 

funds to Scotland and Wales (currently Barnett Plus) which would be detrimental to the 
devolved nations.  

• The approach is too rigid and doesn‟t allow for flexibility in the development of initiatives - 
thematically, match funding, levels of support, external influences, local need etc.  

 
Opportunities  
 

• Potential to be a lot more flexible in our delivery of programmes  
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• Ability to utilise city/regional indicators established through work on City and Growth 
Deals/ Regional Partnerships for allocating budgets and move away from NUTS 2 Level 
aggregations  

• Ability to align other funding sources with successor funding – including potentially EU 
funding from programmes we might continue to be in e.g. Erasmus Plus and Horizon 2020  

• Increase the level of support available for companies and being more flexible in the 
outcomes expected.  

• Allow for integration of funds in order that you don‟t artificially split the need for skills 
support from economic development e.g. ESF and ERDF.  

• Ability to co-ordinate and integrate the various funds more effectively in Scotland or at a 
local level/city region level to create a simple clear and workable system.  

• Ability to remove the thematic restraints for existing ESIF programmes and to deal with 
the real issues Scottish Cities face to drive inclusive growth  

• Potential to take a fresh look at how future funding might support a bottom-up approach to 
community-led projects and business development which is managed at a local level in 
cities. For example, the LEADER programme currently supports local rural communities to 
build knowledge and skills and encourage innovation and co-operation to tackle local 
development objectives and future funding could consider extending this to cover urban 
areas7.  

• There is an opportunity for future funding to support employability initiatives based in 
schools to ensure that the funding is responsive to the future needs of the Scottish labour 
market.  

• Consideration should be given to directing a greater percentage of future funding to 
cities/urban areas recognising the role of Scottish Cities as drivers of the economy.  

 

                                                           
7 https://www.ruralnetwork.scot/funding/leader   

https://www.ruralnetwork.scot/funding/leader
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European Structural and Investment Funds 

Scottish Council for Voluntary Organisations 

 

Our position 

SCVO is a named stakeholder in the ESIF Operational Programmes. Based on this experience: 
 
We note a lack of transparency in the approval and prioritisation process for the current round of 
allocations by the Scottish Government. 
The LEAD partner model is not operating the match funding principle as described in the Operational 
Programme which puts an immense amount of pressure on Third Sector partners. 
We are very concerned at the rate at which funds continue to be decommitted by the Commission 
from the programme which reflects poorly on the management of the ESIF in Scotland. 
We list a number of concerns with the way Skills Development Scotland is managing the “National 
Third Sector Challenge Fund” and contrast this with the much better approach taken with the “Social 
Economy Development Programme” 
We note that the European Commission has placed the Scottish Programmes into „Interruption‟ due to 
audit trail problems. We suspect this is due to Scottish Government underestimating the amount of 
work and skills required to administer structural funds, compounded by a lack of openness, urgency 
and pace. 
 
In conclusion, many aspects of Scottish Government work very well. But management of the 
European Structural and Investment Funds is not part of this. 
 
For future funding, replacement of Structural Funds post-Brexit must advance on and not regress on 
the priorities of social inclusion, combating poverty, growth of the social economy, labour market 
mobility and employability. A Successor Fund Grant Scheme should be 100% funded (not require 
match funding) and involve advance payments for delivery agents, and resource collaboration with 
other countries. 

Our response 

SCVO is named in the Operational Programmes to deliver the European Structural and Investment 
Funds in Scotland as a stakeholder and was one of a range of stakeholders consulted in the 
identification of the spending priorities.  During the original consultation process SCVO consistently 
argued for more funding to be allocated to priorities which could be easily accessed by the third 
sector- in particular the key Commission themes of “Promoting Social Inclusion and Combating 
Poverty & Discrimination” and “Labour Market mobility”. Both big policy areas that the third sector in 
Scotland lead the way on. 

Based on this experience, we provide the following answers to the Committee‟s inquiry. 

Current spending priorities and approval process 

1. How the Scottish Government identified and agreed spending priorities for its current ESIF 
allocations.  
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It was difficult to see how decisions were made when agreeing the spending priorities. There was a 
lack of transparency. Tables and amounts that were circulated by the Scottish Government (SG) at 
the draft stage of the Operational Programme (OP) planning were confusing and poorly presented 
and on occasion did not add up. When the final spending priority amounts were finalised and the 
Operational Programme published monies had been moved from the priorities that SCVO had 
indicated were most relevant to the Third Sector.   

2. The processes the Scottish Government went through with the European Commission to 
gain approval for its ESIF plans. It is not clear how the Scottish Government gained approval. A 
blog entitled Future of the Funds was set up by the Managing Authority (MA) to inform people but it 
was inactive for a period months, perhaps more than a year. Our colleagues in England and Wales 
kept us informed of progress with the UK Partnership Agreement and indeed it was often they who 
highlighted Scottish Managing Authority issues with Westminster and the Commission to us.  

3. The involvement of SG agencies, local authorities and the third sector at this stage of the 
process. The third sector had very little real influence at the priorities and approval stage of the 
process. In many instances correspondence and appeals by the SCVO to be involved were ignored 
and not even acknowledged.  

Current spending 

4. How the differing needs of Scotland’s regions are accounted for in the current range of ESIF 
programmes. 

Whilst the Operational Programme recognises that the rural areas of Scotland, both in the north and 
the south of the country, have different needs from the more populated areas in the current 
programme, in all priorities there is a failure to deliver programmes that are appropriate to Scotland‟s 
regions.  This is most clearly illustrated by in the first three years of the Operational Programmes. The 
OP had a forecast spend for European Social Fund (ESF) and Youth Employment Initiative (YEI) of 
£218,312,820. However, the Annual Implementation Report for 2016 states that at December 2016 
there had been no claims made by the Scottish Government in the ESF programme: 

“The timeline for establishment of the 2014-20 programmes was set out in the previous AIR.  In 
summary the Operational Programmes for the ERDF and ESF were approved by the Commission in 
December 2014, and the Managing Authority invited strategic intervention applications from March 
2015.  The interruption and suspension of three of the four 2007-13 programmes in Scotland diverted 
a significant level of Managing and Audit Authority resources, which delayed the development of the 
2014-20 the Management and Control System, and thereby delayed the detailed assessment process 
and risk evaluation of new operation applications.  This meant there had been no claims and therefore 
no physical progress to report in the previous AIR. 

The current AIRs report financial and indicator data comprising only one operation, being a claim for 
Zero Waste Scotland, under ERDF Priority Axis 6g, in the Sustainable Growth area.  There are 
therefore no expenditure or performance data in the AIR for the ESF.” 

It is clear that when the LEAD partner model is not operating the match funding principle as described 
in the Operational Programme, that funds although committed to Lead Partners, are not actually being 
spent by Delivery Agents.  The operational programme stated that:   

“Strategic interventions (SIs) will be managed and co-financed by Lead Partners, typically the existing 
organisations and legal vehicles which already manage domestic funding in the same policy area.” 
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The vast majority of the Lead Partners are requiring Delivery Agents to find their own 
match.  Throughout Scotland, but particularly in the H & I organisations are unable to participate in the 
ESIF programmes as they cannot bring match to the project.  Actual expenditure figures which were 
available relating to values committed to Lead Partners show that up to the end of 2016 there is a 
marked difference between the amounts of money that has been committed to Lead Partners in the 
more developed areas as opposed to the Transition area.  This is common throughout all categories 
of delivery with expenditure achieved to date in the Transition area lower than in the more developed 
area. 

The Managing Authority themselves recognised that there was a major problem in the delivery of the 
programme and in December 2016 and initiated an early review of the programme.  By April 2017 the 
Draft review stated the following with respect to problems caused by lack of match funding: 

“50% of H&I SIs and 44% LUPS have issues with match funding availability.  Analysis suggests that it 
is an issue under all priorities, to a greater or lesser extent.  More of an issue for Highlands and 
Islands, despite the 50% match funding.  It seems to be an impediment to projects coming through 
some challenge funds under ERDF and it is a widespread issue under ESF Priorities 1 (labour 
mobility) and 2 (social inclusion and poverty) for local authorities and third sector” 

Despite acknowledging this major problem, with the exception of the Third Sector Division, very few of 
the Lead Partners have made any attempt to provide match funding or to provide advances of grant. 
Both of which would massively extend the use of ESIF by Third Sector organisations.  The Lead 
partner should be delivering match to the delivery agents and they are not. This puts an immense 
amount of pressure on Third Sector organisations.  

This was the whole basis for moving from a challenge fund model to a partnership model so as to 
avoid issues with match. Government would match at source based on their domestic policy 
programmes. Lead Agents who were not providing match for SIs should not have been approved by 
the MA process.  

Other proposals advocated by SCVO in multiple ways from letters to Ministers, through JPMC, 
meetings with Officials included increasing intervention rates and amending certain Scottish National 
Rules in order to unblock the system.  Although these were areas recognised by the MA as requiring 
change and subsequently reported on in various JPMC and Review Committee meetings attended by 
SCVO representatives; it is only in March 2018 that these changes were even introduced.   

This lack of urgency in reacting to the operational failures of the delivery of the funds in the first three 
years of the programme has contributed towards the failure to spend the ESIF monies in real terms. 
This has resulted in the European N+3 rule being applied and millions of pounds have already been 
decommitted by the Commission from the programme and it is most likely that further funds will be 
decommitted during the life of the programmes. A consistent occurrence in the management of ESIF 
in Scotland.  

5. How the 2014-2020 programme funding is being spent, which areas have benefitted and any 
issues with these commitments or processes. 

SCVO is the lead applicant of a consortium bid to the “National Third Sector Challenge Fund” 
administered and managed by the Lead Agent, Skills Development Scotland (SDS). There are a 
number of issues with the processes being followed: 
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Match Funding.  SDS did not provide match funding for their programme despite being responsible 
for over £33 million to spend on employability programmes. SCVO advised SDS before they were 
approved to top slice their funds and match at source. They ignored this and went ahead and 
procured separately asking providers to bring their own match. Most of the match being brought was 
SDS Employment Fund (EF) monies. SCVO believe that SDS ignoring this crucial advice has created 
a huge, complicated, staff heavy unnecessary administrative process that is not fit for purpose for 
applicants or themselves. Again no ownership of this and a small team left isolated within SDS.  

In addition SDS expected match to come from EF contracts which they themselves only awarded 
approximately one month before the previous match funding runs out. This causes immense pressure 
on trustees who not knowing if there is funding should be issuing redundancy notices to staff 
delivering ESF projects.  

Time scale for processing claims. Claims are not being processed within the contract timescale.  
Lead partners appear to have insufficient staffing to cope with the demands of the claims process. 
This failure to verify claims is leading to financial hardship for the organisations delivering the project 
and having an extreme effect on their cash flow position. 

Common sense approach to verification.  The Managing Authority considered using a common 
sense approach to verifying documentation relating to participants registered by 31 December 2016 
by accepting a wider variety of documentation to justify that the participant is both eligible for support 
and can evidence the achievement being verified. But this common sense approach does not apply to 
any participants registered from 1 January 2017. Nobody can explain why.  

Procurement and National Rules.  The procurement process has been protracted. This was true for 
both the Lead Partner applications and the Delivery Agent applications.  This was exacerbated by the 
insistence of the MA to introduce National Rules in Scotland which are not applied in other countries 
in Great Britain or in other EC programmes delivered in Scotland.  In particular, the insistence by the 
MA that staff had to be 100% on the project, or 100% on ESIF projects has made delivery of the 
projects almost impossible for a number of organisations. In November 2013 SCVO submitted three 
papers to the Managing Authority proposing improvements in the method of delivery. One of the 
points that we highlighted was that the European Regulations specifically permitted Part Time staff 
and that a failure to allow part time staff would create immense problems.  These problems have 
arisen, not just in the Third Sector but also in Education establishments where specialised staff are 
blocked from participating in projects. 
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Areas which have benefited: The Social Economy Development Programme is a Strategic 
Intervention managed by the Third Sector Division (TSD). Whilst the delays in getting this 
programme to “open calls” stage was outrageous (almost two years) it is an example of 
better practice in this programme. The TSD matched all eligible expenditure and where able 
to offer 100% funding for eligible costs. All rounds were massively oversubscribed and the 
money will be spent. However, the TSD only had a small amount of money on policy areas 
that benefit the outcomes of the whole Scottish Programme. SCVO have made 
representations at JPMC, to the MA and the Minister to seriously increase the budget of the 
TSD to accelerate spend in this programme and not have to hand back any more money. 
This was back in 2016. To date this still has not happened. The lack of urgency and policy 
ownership is astounding given monies are already decommitted and further monies are at 
serious risk. SCVO sit on the panels for the TSD funds and there are countless good 
projects, fit for purpose and eligible being turned away because of a shortage in the TSD 
budget whilst millions of ESIF sit unspent.  

 

6. Understanding current accountability and reporting issues. 

The Operational Programme stated that: 

Scotland has a well-established management framework for EU Funds, and will therefore dedicate 
only 2% of the programme value to technical assistance. This will be used to support: 

• Managing, Audit and Certifying Authority costs associated with the secure management of the Fund, 
principally staffing 

• IT system implementation in line with requirements for monitoring and reporting and E-Cohesion 

It appears that the Scottish Government when it centralised the management of Structural Funds and 
moved to a partnership model completely under estimated the amount of work required by the Lead 
partners to administer structural funds and overestimated the skills of their colleagues to take on this 
project. There was either no training or very little training to staff within the Lead Partners to deliver 
ESIF programmes. Right from 2014 and up to 2017 SCVO made countless representations to help 
support staff in the TSD in order to progress this quicker. We attended several meeting with senior 
staff promising our support would be formalised and implemented immediately only to be followed by 
long periods of radio silence and avoidance.  

The Scottish Government claims have again been suspended and the Commission has notified the 
Managing Authority that it has placed the Scottish Programmes into „Interruption‟. This means it will 
not make further payments to SG until issues identified by the Audit Authority are resolved. Three 
audits carried out on ESF processes identified issues and made a number of recommendations. In 
each, the audit trail was not complete enough to satisfy the EC. Only when the EC are assured that 
processes are working satisfactorily can the interruption be lifted.   

The new European Structural Funds IT system „EUMIS‟ was supposed to be launched in January 
2015, with full implementation in summer 2015. This did not happen and the system which was meant 
to have separate functionality for Lead Partners, Delivery Agents and Managing Authority is not 
operating as originally planned.  This has meant that Lead Partners have had to develop their own 
claims process, for NTSF this is an excel spreadsheet and Delivery Agents have no access to 
EUMIS. 
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Guidance was to be published by the end of 2014 for Structural Funds, prior to programme 
commencement, with a regular update system in place within the MA to maintain it and ensure its 
relevance as the programme cycle develops. We are now at Version 6 of the Guidance. Lead 
partners are still seeking bids from Delivery Agents and stating that staff have to be 100% on the 
project. From 1st March 2018 this is no longer the case and it is clear that the MA are not bringing 
changes that they have made sufficiently to the attention of the Lead Partners who are delivering on 
their behalf.  In both the ESF and the ERDF programmes there has been a lack of both resources and 
training of staff and an under estimation of the complexity of managing and administering ESIF funds. 

The implementation of the Partnership Model in Scotland is an example of extremely poor and 
incompetent Project Management by the Managing Authority and Scottish Government. In addition 
their lack of understanding of their civil servant role as an “enabler” who works “with” Scotland‟s 
stakeholders is of serious concern.  

7. How current and previous programmes are evaluated and any suggested improvements to 
the evaluation process. 

We are unclear as to how these programmes are being evaluated. Programme evaluation is not 
transparent. As part of a mid-term review/early review the MA consulted the sector on what needs to 
happen in phase two by meeting with SCVO and some other organisations and the Third Sector 
Employability Forum (TSEF). All of our previous comments in this paper were raised. However, we 
received no further correspondence on what changes were being endorsed and when they would be 
implemented. Again the lack of openness, urgency and pace was apparent.  

SCVO are fortunate to sit on the JPMC and only through this mechanism would you sometimes know 
what was happening.  

As a key stakeholder we have not been sent any information on programme evaluation.  

Evaluation should be valuable, informative and proportionate. Evaluation should allow for reflection 
and be in real time and not after years have passed. Previous evaluations carried out by SCVO on the 
role of the sector in ESIF have shown a decreasing level of involvement and this has directly 
correlated with a reduction in meeting outcomes for the hardest to reach in our society – a key 
indicator of previous programmes. Learning on making the funds easy to access for the third sector 
has not been take on board.  

Future programmes 

SCVO is part of a UK working group looking at the proposed “Shared Prosperity Fund” announced by 
PM Teresa May. This group consists of SCVO‟s sister councils across England, Wales and Northern 
Ireland and over 50 organisations delivering projects and programmes under the DWP Employability 
and anti-poverty programmes in England. As part of this group many things are under discussion 
such as the framework for successor funds i.e. UK framework devolved but managed by different 
organisations with similar themes across the UK. OR “Barnetted” and leave it up to the devolved 
administrations to decide on Governance arrangements, spending priorities and allocations. 
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8. How any future replacement of ESIFs could be used to improve employment, infrastructure 
and productivity in Scotland’s regions? 

What MUST happen is no regression on the status quo. The investment priorities of social inclusion, 
combating poverty, growth of the social economy, labour market mobility and employability must be 
ring-fenced and indeed enhanced. It is critical that these policy areas are not left bereft of investment 
post the end of this programme and Brexit.  

Many improvements could be made as we could be potentially starting with a clean sheet and pot of 
money. There will be no requirement to follow the current Scottish European Funds National Rules 
and a more sensible grant facility where compliance regulations are related to the amount of grant 
can be introduced. 

SCVO would like to see significant funds being managed by the sector for the sector. Our colleagues 
in Wales manage over £75 million out to the sector. The funds are all committed and on target for 
spend. Investing in the sector and its priorities is low risk, high value and provides maximum 
outcomes.  

9. Which level of government is best placed to decide how future funding is allocated and what 
accountability processes should be in place? 

There is an in-built assumption to this question that only a level of government can decide, allocate 
and be accountable for funding. SCVO would strongly disagree that this is necessary. Indeed our 
colleagues at WCVA in Wales currently manage, allocate and are accountable for over £75 million of 
ESF. Our colleagues in Romania (FDSC) are the managing authority for all civil society funding. We 
need to be more ambitious in Scotland and learn from others. The current managers of ESIF in 
Scotland do not have a strong track record.  

10. What are the potential opportunities and risks presented by any replacement fund or 
programme for ESIFs? 

Opportunities 

There is a potential to introduce a Successor Fund Grant Scheme, which is 100% funding and 
provides advance payments to organisations.  The level of the grant available should be proportionate 
to the overall size of the project e.g. £3000 or £3million 

In employability there is an opportunity to fund 100% projects targeted at stage one clients and pre-
stage one clients. A much needed area of investment particularly when levels of employment are 
higher and national programmes do not provide for them.  

Transnational activity can be much more explicitly supported for volunteer and staff exchanges, 
learning, networking and sharing given that we are likely to be excluded from ERASMUS+ or have 
limited access. In addition the Scottish/UK third sector will no longer have commission support 
through framework grants etc. to collaborate and cooperate with civil society across Europe on the big 
policy issues and innovation. Successor funding must ensure this vital collaboration continues.  

Flexibility to change priorities, focus and allocations depending on environmental factors and societal 
challenges.  



Scottish Council for Voluntary Organisations  EJFW/S5/18/16/2 

37 

Risks 

The UK government consultation on the UK Shared Prosperity Fund has been postponed until later 
this year (possibly early autumn) and there is deep concern about the timescale for replacing ESF 
and the potential for a gap in funding. The Scottish Government and MA are not even discussing 
mitigation/hiatus proposals with key stakeholders.  

Owing to a failure to spend in the current ESIF programmes there will be no additional funding from 
the UK government. All monies to Scotland will be in the block grant.  

SCVO have invested a considerable amount of staff time at our own cost to try and influence this 
process and to help accelerate the spend in the programme to avoid money being handed back, 
therefore allowing the UK Treasury to arrive at the assumption that Scotland does not need a 
Successor Fund because they don‟t spend what they have.  

We have been ignored, not listened to and dismissed. SCVO staff have extensive experience and 
expertise in this area and are highly skilled. We made genuine offers to help and our “expert advice” 
was not even acknowledged on occasions. It is beyond comprehension that the Managing Authority 
are so unaccountable and the inextricable links between ESIF and Brexit for Scotland are being 
ignored.  

 

Scottish Council for Voluntary Organisations 

About us 

The Scottish Council for Voluntary Organisations (SCVO) is the national body representing the third 
sector. There are over 45,000 voluntary organisations in Scotland involving around 138,000 paid staff 
and approximately 1.3 million volunteers. The sector manages an income of £5.3 billion.  
 
SCVO works in partnership with the third sector in Scotland to advance our shared values and 
interests. We have over 1,900 members who range from individuals and grassroots groups, to 
Scotland-wide organisations and intermediary bodies. 

As the only inclusive representative umbrella organisation for the sector SCVO:  

 has the largest Scotland-wide membership from the sector – our 1,900 members 
include charities, community groups, social enterprises and voluntary organisations of 
all shapes and sizes 

 our governance and membership structures are democratic and accountable - with an 
elected board and policy committee from the sector, we are managed by the sector, 
for the sector 

 brings together organisations and networks connecting across the whole of Scotland 

 SCVO works to support people to take voluntary action to help themselves and others, 
and to bring about social change.  

 Further details about SCVO can be found at www.scvo.org.uk. 

 

http://www.scvo.org.uk/
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