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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 


