
FINANCE AND CONSTITUTION COMMITTEE  
FUNDING OF EU STRUCTURAL FUND PRIORITIES IN SCOTLAND, POST-BREXIT
SUBMISSION FROM THE INDUSTRIAL COMMUNITIES ALLIANCE SCOTLAND

Introduction 

The Industrial Communities Alliance is the All-Party Association of Local Authorities in the industrial 
areas of England, Scotland and Wales. The Alliance was formed by a merger in 2007 but its predecessor 
bodies date back to the 1980s. Its role is to press for policies and funding to deliver economic, social and 
environmental renewal in the areas covered by its member authorities at Scottish and UK levels. 

Alliance Scotland is part of the GB-wide organisation but also meets separately. We currently have 15 
Local Authorities as members and support the Cross-Party Group on Industrial Communities in the 
Scottish Parliament which meets periodically with Scottish Government Ministers and officials. 

The Alliance, and its member authorities, has a long history of engagement with European funding 
dating back to the late 1980s. During the run-up to the 2014-20 EU spending round, for example, ICA 
Scotland met through the Scottish Parliament Cross-Party Group on a number of occasions with Nicola 
Sturgeon MSP, who at the time held this brief within the Scottish Government. More recently we have 
met with Derek Mackay MSP, Cabinet Secretary for Finance, Economy and Fair Work to engage on the 
ICA Scotland Paper ‘The Key Principles of Allocation of the proposed UK Shared prosperity Fund in 
Scotland.’ 

The Importance of the EU Funds to our Communities 

Within Alliance member authorities, EU funding is widely regarded as one of the principal tools in 
promoting economic and social regeneration. Alliance areas have been badly affected by job losses over 
recent times in industries that were once the very foundation of their local economies. EU funding has 
been instrumental in modernising local economies and labour markets in urban, rural and mixed 
settings creating new opportunities for sustainable and inclusive growth. 

 For the purpose of this Inquiry the Alliance Scotland Submission focuses solely on European Regional 
Development Fund (ERDF) and European Social Fund (ESF) issues. 

Questions from the Inquiry Numbers One to Four 

The questions relating to the ‘Core Approach’ are as follows; 

1. How should Scotland’s share of post-Brexit structural funding be determined?
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2. Should the existing structural funding priorities be retained in any new funding approach post-
Brexit or are there any other national or regional outcomes, strategies or plans to which future
funding should align instead?

3. In terms of the proposal for a UK Shared Prosperity Fund – where should the responsibility for
any decisions about funding levels and allocation be taken and what level of autonomy should
they have in deciding how funding is allocated?

4. To what extent should the current system of allocating funding to strategic interventions across
Scotland through lead partners etc be retained or changed by and post-Brexit funding approach
and why?

ICA Scotland’s Response to the ‘Core Approach’ 

The position of ICA Scotland in relation to the questions raised is best summarised as follows; 

The Quantum 

It is of critical importance that the new UK Shared Prosperity Fund is resourced on a scale that at least 
matches the EU funding that it will replace. The current position in Scotland is that the current allocation 
of the EU Structural Funds for the period 2014-20 is 894.6 million Euros. This is the equivalent of circa 
£800m. 

The Alliance is of the view that any future allocation to Scotland should not be any less than the current 
sums in real terms, adjusted to take account of inflation, and that the present allocation should be used 
by the Scottish Government as a clear red line in any future negotiations with the UK Government. The 
funding also needs to be in place for a multi-annual period: the extent of disparities in socio-economic 
performance within Scotland are such that a “quick fix” approach is not appropriate. The Alliance would, 
therefore, reject any proposals that advocated the design of the new Funding Regime on a UK wide 
Challenge Fund Model. 

Another critical point is that the new Fund requires to be fully operational from January 2021 to avoid 
any hiatus in regeneration activity in Scotland. Therefore, it is vital that that any new funding regime 
operates on the basis of multi-annual financial allocations, subject to ongoing review to ensure the 
optimum effectiveness, which will create certainty, foster stability and facilitate the proper planning of 
ambitious projects. 

Finally, it is the view of the Alliance that the UK Shared Prosperity Fund allocation to Scotland should be 
determined outside of the Barnett formula. 

Alignment to Scotland wide Strategies and Priorities 

There is a requirement for the UK Shared Prosperity Fund in Scotland to be aligned with the Scottish 
Government’s Economic Strategy (2015) and to recognise the diversity of Scotland. The Scottish 
Government Review of Enterprise and Skills Agencies (June 2016) embraced a key principle that 
Scotland is a diverse Country. There must be a clear recognition that the ‘one size fits all approach’ is 
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outmoded and indeed can be counter-productive. Allied to this, current rules associated with EU funding 
are complex with several levels of rule making creating a culture of risk aversion and labyrinthine 
bureaucracy. A consequence of this is that we have lost a degree of innovation and experimentation. 

The Alliance is firmly of the view that the strategic framework of any new Funding regime within 
Scotland should be a matter for the Scottish and not the UK Government. The current circumstances 
provide an opportunity to review the process of delivery and governance afresh if we are to optimise 
the impact the funds. There are significant benefits in aligning with and providing stimulus to other key 
critical UK and Scottish policy initiatives such as the UK Industrial Strategy White Paper and the Scottish 
Government’s Economic Strategy (2015) including in particular its commitment to the place-based 
dimension of inclusive growth.  The Economic Strategy underlined the requirement for ‘A society that 
promotes inclusive growth and creates opportunity through a fair and inclusive jobs market and regional 
cohesion to provide economic opportunities across Scotland’. 

Evidence provided to the Economy, Jobs and Fair Work Committee Inquiry in 2018 elicited strong 
responses from academics, practitioners and policy makers alike in favour of a more granular approach 
to the use of the funds. It was noted that recent EU programmes in Scotland had significantly diluted the 
extent to which assistance is spatially targeted. The opportunity provided by the proposed UKSPF should 
be taken to skew resources in favour of those communities that have demonstrably been “left behind” 
by economic change. 

Governance and Partnerships 

The Alliance considers that any new Funding Regime should respect both the current ‘Devolution 
Settlement’ and the existing Local Authority and other Key Stakeholder arrangements in Scotland. The 
Scottish Government should have the responsibility for setting the strategic framework for the 
deployment of funds and monitoring the proposed UK Shared Prosperity Fund in Scotland. Within this 
framework the Alliance believes that the Scottish Government should co-design any future model in 
partnership with local authorities, regional partnerships and local key stakeholders across Scotland. In 
doing so it would align its approach clearly with the Equality Statement prepared for the 2017/18 draft 
Scottish Budget which stated that ‘Making the transition to a more inclusive and productive society 
requires an understanding of issues not only at national level, but also at regional, local authority and 
community level. Taking a place-based approach to inclusive growth to address the distinct barriers to 
growth and inclusion that individuals in different parts of the country face will be important to ensuring 
that equality is advanced across all parts of Scotland.’ It would also ensure clear alignment with the 
Community Empowerment Act Scotland (February 2017)and its commitment to help communities do 
more for themselves and have more of a say on what affects them. Additionally, there is the potential to 
learn from and perhaps incorporate the emerging governance processes for City/Growth deals into the 
UK Shared Prosperity Fund in Scotland. Overall there is an opportunity to create a model which 
recognises a ‘parity of esteem’ among partners and meets the needs of Scotland’s diverse communities 
in the future. 
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Questions from the Inquiry Numbers Five to Seven 

The questions relating to the ‘Barriers to Funding Projects’ are as follows; 

5. What barriers limit strategic intervention funds being committed to individual projects under
the current programmes and to what extent should any new funding structural funding
approach address these barriers?

6. To what extent should any rules relating to post-Brexit structural funding enable a flexible
approach to the range of local projects that can be supported or should the rules focus on
funding specific outcomes or purposes (such as through ring-fencing)?

7. Are there examples of current structural fund priorities being more effectively supported by
other funds (or core funding) such that they should not form part of any post – Brexit structural
funding approach?

ICA Scotland’s approach to the ‘Barriers to Funding Projects’ 

The position of ICA Scotland to the questions raised is best summarised as follows; 

The requirement for Flexibility 

There now appears to be an emerging consensus across key Scottish Stakeholders that the current 
approaches to EU funding are outmoded and indeed potentially counter-productive. The diversity of 
Scotland would clearly indicate that a ‘one size fits all approach’ does not recognise the rich mixture of 
our Scottish communities. Allied to this, the current rules associated with EU funding are complex and 
have created an environment where there is pressure to reduce errors in terms of management. 
Consequently, EU funding has been associated with labyrinthine bureaucracy – with several (sometimes 
ambiguous) levels of rule making, an aversion to risk, over specified definitions of target beneficiaries, 
lack of flexibility and pedantic auditing with an obsession on inputs rather than results. A consequence 
of this is that we have lost a degree of innovation and experimentation. 

There is an opportunity, however, with a future fund to greatly simplify the management of regional aid. 
There is also a similar opportunity to tailor the new fund to meet more closely the priorities within the 
various regions and localities within Scotland and to recognise that there is a need for a strong place-
based dimension to Scottish economic growth. 

Technical Issues 

Consultation with our local authority members has revealed a number of technical issues which present 
‘barriers’ to optimum delivery of current EU funds. The ‘match funding’ arrangements have resulted in 
the prevention of a full uptake of available funds. The Scottish Government is now reviewing 
intervention rates, however, it is constrained by past commitments and the fact that the intervention 
rate cannot, by EU regulation, exceed 50% in most of Scotland. Alliance Scotland is of the view that the 
rate of 50% should be adopted as a minimum and not a maximum number for future EU replacement 
funds. It is also recognised that the complexity of acting as a ‘lead partner’ has impacted on a number of 
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local authorities taking up their ‘notional allocations’ for a number of the Structural Fund Programme 
priorities. The EU compliance burden has additionally impacted on the number of potential delivery 
agents declining to submit bids to either procurement or challenge fund exercises. 

Alliance Scotland believes that these issues can be addressed by the Scottish Government taking lead 
responsibility in the design and modelling of the new funds in close partnership with local authorities 
and other stakeholders. 

Questions from the Inquiry Numbers Eight and Nine 

The questions relating to ‘Administration’ are as follows; 

8. What changes to the current monitoring, evaluation and compliance activities would reduce
administrative complexity for any future structural funds approach while maintaining sufficient
transparency?

9. Should the system for making claims change for any future funding approach?

ICA Scotland’s Response to ‘Administration’ 

The position of ICA Scotland in relation to the questions raised is best summarised as follows; 

System and Administration Issues 

It is clear from feedback from our local authority members that a significant issue in relation to the 
delivery of the current Structural Fund Programmes in Scotland has been the shortcomings of the MI 
System (EUMS). The adoption of a fully functioning model took 2 years longer than anticipated.The  
system itself has been viewed as ‘extremely cumbersome’ by colleagues in the West of Scotland 
European Forum. Alliance Scotland believes that consideration should be given to the adoption of a 
model which reduces the amount of data and verification processes required. Additionally, we believe 
that we now have an opportunity to design a simplified administrative structure that works and builds 
on the experience to date both with EU funding and UK/Scottish Government funding streams. 

Conclusion 

Alliance Scotland would conclude its response to the Inquiry as follows; 

• The Quantum - we recommend that any future funding allocation to Scotland should be multi
annual and not be any less than the current EU funds it replaces in real terms.

• Alignment with Scotland’s Priorities – we recommend that the funds align with the Scottish
Government’s Economic Strategy (2015) with a clear commitment to the place-based dimension
and inclusive growth.

FCC/S5/19/RSF/21



• Governance and Partnerships – we recommend that the Scottish Government should have the
lead role for setting the strategic framework of the new funds in partnership with local
authorities, regional partnerships and key stakeholders across Scotland.

• The requirement for Flexibility – we recommend that the management and delivery of any new
programmes should recognise the opportunity to design an administrative structure that works
and builds on lessons learned from EU and other funding streams.

Industrial Communities Alliance Scotland Secretariat – April 2019 – Submission to the Inquiry 

Contact – Roddy MacDonald , Scotland Director 
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