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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. 



Highlands and Islands Enterprise  ESIF-036 

4 

 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. 
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