
ESIF-020 

1 

European Structural and Investment Funds 
 

Shetland Islands Council 

 

Current spending priorities and approval processes: 
 
Bearing in mind that Structural Funds are governed by EU rules and regulations: 

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.   
 
During 2013 and into 2014, the Scottish Government invited interested stakeholders to respond to two 
public consultations on the shape of the future ESIF programmes due to be operational from 1 
January 2014.  The consultations sought views on the proposed thematic priorities, alongside 
governance and delivery mechanisms, and audit and control.  However, both consultations provided 
no indication of proposed financial resources to each thematic priority, thereby making it unclear as to 
the level of importance which would be given to each priority.  
 
With reference to proposed priorities, those selected were very much driven by the EU2020 agenda, 
with little territorial focus.  At a Highlands and Islands level, there was political agreement on 
‘Improved connectivity – transport and communications’ as a priority for the region for the 2014-20 
period.  This was in recognition that there was still much to be achieved in improving connectivity to 
sustain economic growth, particularly in the islands and remote parts of the region.  Therefore, H&I’s 
stakeholders proposed that ‘Sustainable Transport’ should be included as a thematic objective/priority 
for support.   However, it was the Scottish Government view that there was not enough activity to 
merit a separate thematic objective and, instead, the activity would be included as part of the Low 
Carbon Economy thematic objective. 
 
In recognition of the H&I’s region being designated as a Transition Region, there was consensus 
among H&I’s stakeholders that the different development needs and opportunities of the region would 
be best addressed within a separate programme for the region, with appropriate delivery and 
decision-making structures, as had been the case with previous funding allocations to the region from 
1994 to 2013.  In particular, the previous format of dedicated fisheries and agriculture support 
programmes for the H&I’s region took account of the specific characteristics of the region, and aligned 
funding priorities appropriately.  The aquaculture sector is a significant industry in the H&I’s region 
and makes a large contribution to the overall Scottish economy.  Investment in the sector, supported 
by EU funding, has helped to create and sustain employment in remote, rural and island areas and 
compensated for a decline in the fishing employment.   
 
A draft version of the UK Partnership Agreement contained proposals for an Integrated Territorial 
Investment (ITI) for the H&I’s region for the period 2014-20, however this did not materialise in the 
final version of the Partnership Agreement. 
 
In respect of previous programme planning, the approach taken was to involve stakeholders, along 
with the Scottish Government, in a ‘Plan Team’ which brought all the relevant parties together at the 
outset.  In the case of the current programmes, if this same approach had been taken, there would 
have been a better dialogue on proposed funding priorities and, importantly, stakeholder ‘buy-in’ at 
the outset. 
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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. 
 
Given that the H&I’s is designated as a Transition Region with a separate funding allocation, it was 
desirable by H&I’s stakeholders to have a separate programme as had been the case in previous 
programming periods.  Funding priorities would have been tailored to suit the particular economic 
circumstances of the region as was the case with previous dedicated fisheries and agriculture support 
programmes. 
 
In practice, a single programme and a single set of SIs covering the whole of Scotland has proved to 
be inflexible in certain circumstances.  For example, the Green Infrastructure SI focusses on urban 
areas with populations over 10,000, thereby excluding settlements in rural and island areas.  
Similarly, the minimum project cost threshold for the Low Carbon Travel and Transport Challenge 
Fund was initially set at £500,000 which was a barrier to applications coming forward from the 
smaller, rural and island areas, which largely would have been the H&I’s region. 
 
Locally-delivered schemes such as Leader and community level EMFF, where programmes are 
designed around a set of agreed local priorities, have worked well from a Shetland perspective and 
there have been no problems in committing allocated programme budgets. 
 
There could be greater demarcation of the support available between EU and government 
programmes which address the same thematic issues since, at times, it has felt like there is a 
‘cluttered landscape’.  For example, in the provision of employability services there are a number of 
EU and Government funded initiatives/schemes and it’s been unclear as to the different support each 
scheme provides or who the target individuals are. 
 

5. How the 2014-2020 programme funding is being spent, which areas have benefitted and 
any issues with these commitments or processes.  
 
The Committee will be aware that programme commitment has not translated into equivalent spend 
which resulted in a decommitment of some €22m for 2017.  Following on from the comments made in 
3) and 4) above, perhaps if greater flexibility within the SIs had been built in at the outset, some 
programme decommitment could have been avoided. 
 
Related to programme commitment and spend has been the protracted application and claims 
process.  As an example, Shetland Island Council’s 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.  It’s questioned whether a 2-stage 
application process is really necessary.  Similarly, the process of submitting grant claims took a while 
to be established.  A lack of guidance coupled with a complex IT system meant that our first ESF 
project claims were submitted over 2 years after projects had started. 
 
With reduced involvement of local authorities in the current ESIF programme, there is much less 
awareness of the funding priorities and levels of support available from all the different SIs, and which 
target groups funds are directed at.  This is due to the number of delivery bodies, each in control of 
their own bidding rounds and decision-making processes. 

 
6. Understanding current accountability and reporting issues. 
 
It’s disappointing that delivery of current programmes has been extremely bureaucratic and onerous 
with an unwieldy IT system.  The process of applying for and claiming funding has required much 
more resource than previous programmes.  Project outcomes are focussed on complying with the 
requirements of the IT system, rather than what a project is achieving and contributing to programme 
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and EU targets.  Application and claims processes could be much more streamlined with the level of 
audit relative to the scale of the project.   
 
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. 

 
7. How current and previous programmes are evaluated and any suggested improvements to 
the evaluation process. 
 
Programmes evaluations should take account of the wider socio and economic impacts of funding on 
individuals, businesses and communities, and the difference funding has made to overcome 
challenges and maximise opportunities. 
 
Any lessons learned from evaluation of current programmes need to be fed into the development of 
replacement programmes post-Brexit. 
 

Future programmes: 
8. How any future replacement of ESIFs could be used to improve employment, infrastructure 
and productivity in Scotland’s regions. 
 
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.  The preference is for dedicated, regional support programmes 
for the H&I’s – for example, for agriculture and fisheries – which would ensure that funding priorities 
can be tailored to the specific characteristics of the region. 
 

9. Which level of government is best placed to decide how future funding is allocated and 
what accountability processes should be in place? 
 
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 key to long-term strategic planning. 
 
The EU programme delivery mechanisms that seem to have worked best for Shetland in the past 
were: community programmes such as LEADER and community level EMFF programmes, with local 
decision-making and applications closely linked to a set of agreed Shetland priorities; and, regional 
decisions on larger scale projects taken at Highlands and Islands level as was the case during the 
pre-2014 Structural Funds Programmes. This approach provided a better-targeted use of funding with 
appropriate levels of scrutiny.  Larger scale Shetland projects could make bids for the regional funds 
and decision making at regional level meant that there was consistent policy applied.  Having such 
decisions made at Highlands and Islands level also meant that funds were allocated against the 
agreed regional priorities and were not subsumed into central Government programmes. 
 

10. What are the potential opportunities and risks presented by any replacement fund or 
programme for ESIFs? 
 
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.   
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 Alignment of programmes to regional and sub-regional circumstances, with flexibility to tailor 

funding priorities to changing economic circumstances. 

 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. 

 
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 too 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. 
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