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European Structural and Investment Funds 
 

Highlands and Islands of Scotland European Partnership 
 

The Highlands and Islands European Partnership (HIEP)1 welcomes the opportunity to 
contribute views on European Structural and Investment Funds. This should be read in 
conjunction with submissions from individual HIEP partners. 
 
Current spending priorities and approval processes: 
 
Prior to 1st January 2014 stakeholders were involved in consultations that concentrated on the 
shape of the future ESIF programmes. These looked at proposed thematic priorities, 
governance, delivery mechanisms, audit and control. This approach was welcomed at the time 
and it was understood that this was an attempt to address the issues around the previous 2007- 
2013 programmes.  
 
The reality was that local authorities had a limited role in the Strategic Interventions (SI’s) which 
in turn limited the impact and relevance of some interventions to the Highlands and Islands. 
There also seemed to be little transparency of how funds are allocated in the Highlands and 
Islands.  
 
A case was made at the time for the Highlands & Islands region (a designated Transition 
Region) to have its own programme to address its specific needs as had previously been the 
case but this did not materialise. Instead the Highlands and Islands Territorial Committee was 
established after programmes were operational and it is clear that greater involvement earlier in 
the process, by the delivery agencies, would have assisted and been of mutual benefit.  
 
In summary, a focus on limiting the number of Strategic Interventions lost sight of territorial 
needs as they related to the Highlands & Islands. 
 
Current spending: 
 
As has already been highlighted the Highlands and Islands are designated as a Transition 
Region and have a separate funding allocation. It is felt that a Scotland wide one size fits all 
policy does not work for the region and concentrates on what works for more populous areas. 
Examples of this can be drawn from thresholds applied, minimum project costs and definitions 
which were barriers to applications. A more bespoke package, tailored to suit the particular 
economic circumstances of the region, that involved stakeholders at the outset, would have 
offset these difficulties. Perhaps some programme decommitment could have been avoided if 
there had been flexibility within the SI’s from the start. 
 
In the early stages of these programmes it was understood that more emphasis would be 
placed on integration between what we now know of as SI’s. However, this does not seem to 
have materialised in any significant way. Within the Highlands & Islands there are great 
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opportunities to integrate and innovate across a number of SI’s particularly if the synthetic 
constraints are removed. This might also see collaborative approaches to solving problems 
faced in specific areas/communities, sectors or even thematic projects or clusters.   
 
At present, within the Highlands & Islands we have ongoing challenges that would benefit from 
a combined revenue and capital, multi SI approach. The lack of guidance, leadership or even an 
appropriate forum makes this difficult to find a solution for. 
 
It is also considered that duplication and confusion exists on who the target audience is in 
relation to the provision of employability schemes. There seemed to be quite a cross over with 
both the EU and Scottish Government pinpointing the same types of individuals so a clearer 
delineation of programmes would be of assistance. 
 
Issues also arise from the protracted application and claims process. The experiences of HIEP 
members are indicative of this and one example describes how an application for ESF funding 
for an employability pipeline took over a year from initial application to receipt of an offer of grant 
and involved changing Government guidance on how applications had to be drafted.  The 
process of applying for and claiming funding has required much more resource than previous 
programmes and the additional bureaucracy is not helped by an unwieldy IT system. Project 
outcomes are focussed on complying with the requirements of the IT system, rather than what a 
project is achieving and contributing to programme and EU targets.  Application and claims 
processes could be much more streamlined with the level of audit relative to the scale of the 
project.   
 
Claims from HIEP partners have been submitted and gone through the verification scale and, in 
some cases the detail of the verification has increased. There are concerns that the way the 
rules were applied may not be consistent across SI’s and operations. The evidence 
requirements were not unified and this led to more requests and high volumes of data moving 
back and forth between the MA and the LP’s – this inevitably lead to forced errors and higher 
risk. It seems for each layer of evidence mastered, there is a further layer hiding beneath. 
 
The partners have also expressed their concern at the sudden introduction and retrospective 
application of new rules, conditions and interpretations. It is unfortunate that this continues. 
Whilst the partners do appreciate the pressure that the MA are under and the stretched 
resources we are all operating with, this approach to managing the programme makes delivery 
much harder and increases the risk of failure. Recent examples include the attempt to reject 
graduate placement claims following new interpretations and a change in rules/guidance and 
the arbitrary decision to classify the apprenticeship levy as a non-eligible, statutory cost under 
the ESF Programme whilst the same cost has been agreed as an eligible, non-statutory cost 
under LEADER. 
 
The decision-making structures – such as the Joint Programme Monitoring Committee and the 
H&I’s Territorial Committee – are such that local authority/regional stakeholder engagement and 
input is minimal.  The HITC should have a role of monitoring the impact of fund delivery in the 
H&I’S region but in practice this does not happen.  Further, there are limitation as to what can 
be achieved by JPMC covering all 4 ESIF funds and only meeting twice a year. 
 
To date, the major hurdles have been in commitment and process, but accountability and 
reporting have also caused concern, being extremely complex, bureaucratic and inflexible.  It 
has proved difficult to engage in constructive discussions about improvements - for example, on 
how evidencing UHI student participation could be simplified and aligned more closely with 
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existing systems.  There is an appreciation of the need for compliance and reducing the error 
rate – but if the bureaucracy becomes unnecessarily burdensome, this is in itself a risk.  Again, 
more direct involvement, as appropriate, of delivery agents at operational level would have been 
beneficial. 
 
It is important that lessons learned are fed into the development of future programmes as well 
as the remainder of current programmes. It may be that the establishment of a small working 
group (either Highlands & Islands specific or Scotland wide) could make proposals for phase 2 
of the programme roll-out based on our experiences of phase 1. The sooner this is established 
the more likely it is to have time to recommend potential courses of action to assist the MA. 
 
A potentially easy solution to this is that all guidance and evidence requirements be published 
by the MA in a single master document that is only amended at dates on an agreed schedule.  
This would take account of regular changes in interpretation and the opportunity to amend 
guidance based on experience.   
 
The issue of rule changes and retrospection needs to be addressed urgently. We would 
encourage the MA to establish some forum or working group that includes LPs and can operate 
in physical meetings and via written procedure to provide consultation and delivery specific 
advice on proposed changes. This group could also, act as an initial stakeholder group for 
proposed changes for Phase 2 of the programme.   
 
Overall, there would seem to be issues with several SI’s delivered in the Highlands and Islands, 
with much of the difficulty arising from insufficient advance planning involving regional 
stakeholders, which is of concern, limiting economic impact of this last tranche of transition 
investment.   
 
Future programmes: 
 
The post-Brexit replacement for the EU Structural Funds, fisheries, agricultural and community 
development (LEADER) support programmes must strike a balance between meeting local 
economic and social development aspirations and ensure that the more strategic regional and 
national outcomes are also met.   Programmes should recognise and seek to address regional 
disparities, as well as challenges and opportunities. 
 
Significant investment has been made in employment, infrastructure and productivity in the 
Highlands & Islands through structural funds programmes to date.  This has concentrated on 
initiatives which added value to mainstream provision and allowed for cutting-edge, innovative 
ideas to be nurtured.   
 
ESIF also allows for longer-term, strategic planning, involving key stakeholders at regional and 
national level to agree shared goals and objectives. Territorial Cohesion Policy in ESIF 
recognises regional disparities, whether temporary (e.g. GDP) or permanent (e.g. geographical 
challenges) and set out to overcome them, with the aim of ensuring no regions are left at a 
disadvantage. These elements have made a difference to Scotland’s economy and it is 
essential that they are maintained in in any replacement of ESIF.  
 
There needs to be a move away from the current centralised approach to programme delivery 
and management and back to a partnership model which has worked well in the past.  Regional 
and local stakeholders need to be involved in the setting of programme priorities and managing 
delivery of the funds.  This is essential to long-term strategic planning. 
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Inputs from HIEP partners indicate that local decision making, closely linked to local and 
regional priorities, targets funding better. Larger scale projects on a Highlands and Islands level 
also meant that funds were allocated against the agreed regional priorities and were not 
subsumed into central Government programmes. ESIF in the Highlands and Islands has been a 
success over the past 30 years due to the involvement of local stakeholders in the full process 
of governance and delivery as they understood and responded to specific regional challenges 
and opportunities.  If the future replacement is administered centrally, whether at UK or Scottish 
level, funding will not necessarily be targeted to priorities identified by regional stakeholders or 
deliver maximum impact.   
 
Opportunities: 

 The UK’s exit from the EU provides an opportunity to redesign and strengthen regional 
economic policy, with an adequate budget to support economic growth.  

 Alignment of programmes to regional and sub-regional circumstances, with flexibility to 
tailor funding priorities to changing economic circumstances. 

 Reduced and simplified application and claims processes. 

 Levels of audit and compliance proportionate to the scale of the project with a greater 
focus on project outcomes, rather than on audit compliance. 

 Greater efficiency in delivery 
 
Risks: 

 A hiatus between the end of current programme and a new programme being in place. 

 The fund is under resourced and/or is only available in the short term.  Regional 
disparities arise from long-term structural causes and cannot be dealt with adequately by 
short-term fixes. 

 Post-Brexit regional policy being closely aligned to a UK Industrial Strategy may have 
negative implications for remote, rural and island areas 

 Failure to meet 2017 programme spending targets could impact negatively on the case 
for funding for Scotland post-Brexit. If you didn’t spend the money last time do you really 
need it?  

 Loss of the place-based strategy of EU Territorial Cohesion Policy 

 Loss of longer-term planning through 6-7 year programmes 

 Loss of stakeholder engagement 

 Reduced funding 

 Reduced alignment with other EU initiatives (e.g. Framework Programme 9, INTERREG) 
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