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The Scottish Council for Development and Industry (SCDI) is Scotland’s Economic and 
Social Forum. We are an independent and inclusive economic development network 
representing all sectors and all geographies of the Scottish economy. Our mission is to 
convene our members, partners and stakeholders across the private, public and third 
sectors to deliver inclusive and sustainable economic growth for Scotland. 
 
For more information on this consultation response, or to engage on any other issue, please 
contact the SCDI Policy Team: 
 
Matt Lancashire 
Deputy Chief Executive 
matt.lancashire@scdi.org.uk  
 
Gareth Williams 
Head of Policy 
gareth.williams@scdi.org.uk  
 
David Kelly 
Policy Manager 
david.kelly@scdi.org.uk  
 
Marc Strathie 
Policy Analyst 
marc.strathie@scdi.org.uk  
 
Scottish Council for Development and Industry 
1 Cadogan Square 
Cadogan Street 
Glasgow 
G2 7HF 
 
0141 243 2667 
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Summary 
 
SCDI believes in an economy that benefits all of Scotland, harnessing the full economic 
potential of all our people, communities and regions. European Structural Funds have played 
an important role in supporting inclusive and sustainable economic growth across Scotland 
for over four decades.  
 
EU Cohesion Policy has retained a strong regional focus on progressing greater socio-
economic cohesion across the continent, with significant benefits for Scotland. The EU has 
invested in programmes which have developed the skills and employability of our workforce; 
supported our businesses to innovate and grow; created new jobs; built new digital and 
transport infrastructure; protected the natural environment; and reduced inequalities between 
regions and communities.  
 
However, after the conclusion of the transition period – which is currently scheduled to end 
on 31 December 2020 – Scotland will no longer benefit from this investment from the EU. A 
strong and successful Scottish economy requires strong and successful Scottish regions 
backed by significant long-term, strategic investment. Levels of regional inequality remain 
stubbornly and unacceptably high. 
 
The UK Government must urgently provide clarity on the scale, structure and governance of 
the UK Shared Prosperity Fund, its proposed replacement funding vehicle for European 
Structural Funds.  
 
SCDI believes that the replacement of European Structural Funds should: 
 

• Result in no loss of funding for Scotland, with a commitment from the UK 
Government to ensure that the value of future funding at least matches current levels 
of funding from the EU in real terms. 

• More effectively target investment in the worst performing regions than under 
the status quo based on smaller, more appropriate and more recognised 
geographical areas. 

• Focus investment in six priority areas of Poverty & Inequality, Net-Zero, 
Innovation & Business Growth, Connectivity, Skills & Employability and Place. 

• Adhere to the principle of additionality, ensuring that it adds value and does not 
replace other existing funding. 

• Adhere to the principle of subsidiarity, including respect for the devolution 
settlement and local or regional fund management within a national framework.  

• Deliver better coordination and complementarity across devolved and reserved 
funding and policies, especially the UK Industrial Strategy and City Region or 
Inclusive Growth Deals. 

 
A  STRATEGIC AIMS 
 
Objectives 
 

1. What are the main aims that this funding should seek to achieve? 
 
The UK’s replacement funding vehicle(s) should result in no loss of funding for Scotland, 
with a commitment from the UK Government to ensure that the value of future funding at 
least matches current levels of funding from the EU.  
 
It should also replicate the successful approach of the European Structural Funds with a 
focus on long-term, strategic challenges and opportunities to support social and economic 
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prosperity through business growth, connectivity, innovation and skills development. It 
should ensure that dedicated funding drives investment into places with the greatest need 
beyond any short-term or political considerations and outwith electoral cycles. It should focus 
on reducing inequalities and disparities between communities and regions. 
 
SCDI believes in inclusive growth and an economy that works for everyone, everywhere. 
Levels of inequality remain stubbornly and unacceptably high in Scotland. Wealth is almost 
two and a half times greater per head of population in Edinburgh, Aberdeen and 
Aberdeenshire – our best performing regions – than in East Ayrshire, North Ayrshire and 
West Dunbartonshire – our worst performing regions. 
 
The funding should therefore have the following main aims: 
 

• Poverty & Inequality: Invest in support, services and opportunities for those living in 
or at risk of living in deprivation and disadvantage across Scotland. 

• Net-Zero: Invest in projects, programmes, innovations and technologies which 
reduce carbon emissions, enhance sustainability and support net-zero by 2045, while 
delivering a Just Transition, as identified by SCDI’s Clean Growth Leadership 
Group. 

• Innovation & Business Growth: Invest in entrepreneurs, businesses and social 
enterprises to support them to innovate, diversify, grow, export or increase their 
productivity, including through the adoption of data or digital technologies, as 
identified in SCDI’s 2018 report on the Fourth Industrial Revolution.  

• Connectivity: Invest in transport and digital infrastructure to tackle the challenges of 
peripherality, insularity and complex geography faced by people and places in rural, 
isolated and island areas, as identified in the 2018 report of SCDI’s Connectivity 
Commission. 

• Skills & Employability: Invest in reskilling, upskilling and lifelong learning to develop 
and expand the local workforce, especially for those who are long-term unemployed 
or economically inactive, as identified in the 2020 report of SCDI’s Skills & 
Employability Leadership Group. 

• Place: Invest in the regeneration of and local services for in-need communities, 
including quality affordable housing and community facilities. 

 
2. How could funding be used most effectively to address spatial inequalities between 

areas and communities in Scotland? 
 
Funding should be focused on improving outcomes in and raising the performance of 
communities and regions with the weakest levels of social and economic prosperity. For 
example: 
 

• Poverty & Inequality, Skills & Employability and Place – Dundee, Glasgow, 
Ayrshire etc. due to significantly higher levels of deprivation, disadvantage and 
unemployment. 

• Connectivity – Highlands & Islands, Dumfries & Galloway, Scottish Borders, Argyll & 
Bute etc. due to significantly higher levels of peripherality and rurality. 

• Innovation & Business Growth – Dumfries & Galloway, Scottish Borders etc. due 
to significantly lower levels of productivity and business scale-up and significantly 
greater demographic challenges from an ageing population and shrinking workforce. 

 
Designing a fair, flexible and transparent methodology to determine eligibility for funding is 
therefore essential. The replacement of European Structural Funds with new UK or Scottish 
funding vehicles provides an opportunity to ensure that in-need communities and regions 
receive the investment they need and remedy present discrepancies. 

https://www.scdi.org.uk/policy/clean-growth-leadership-group-kick-starts/
https://www.scdi.org.uk/policy/clean-growth-leadership-group-kick-starts/
https://www.scdi.org.uk/wp-content/uploads/2018/03/SCDI-DigitalReport-Automation.pdf
https://www.scdi.org.uk/news-item/scdi-connectivity-commission-publishes-report/
https://www.scdi.org.uk/news-item/scdi-connectivity-commission-publishes-report/
https://www.scdi.org.uk/policy/skillsleadershipgroup/
https://www.scdi.org.uk/policy/skillsleadershipgroup/
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The EU currently classifies regions as ‘less developed regions’, ‘transition regions’ or 
‘more developed regions’ according to their GDP per capita relative to the EU average and 
according to which they can be eligible for enhanced levels of funding from the European 
Regional Development Fund and the European Social Fund. Scotland is currently divided 
into four large regions – Highlands & Islands, South Western Scotland, Eastern Scotland 
and North Eastern Scotland. 
 
The Highlands & Islands has long benefited from being eligible for enhanced levels funding 
because of its classification as a transition region where GDP per capita is between 75% 
and 90% of the EU average. EU Cohesion Policy has helped to transform the region and 
improve its economy. This ring-fenced funding should not be lost. However, other similarly 
disadvantaged regions in other parts of the country (e.g. Ayrshire, Dumfries & Galloway, 
Scottish Borders) have been classified as more developed regions due to being subsumed 
within South Western Scotland, Eastern Scotland or North Eastern Scotland alongside more 
populous, less disadvantaged areas. Distinct needs and priorities exist within these larger 
regions. 
 
The UK and Scotland need to determine eligibility for enhanced funding, which is based on 
smaller, more appropriate and more recognised geographical regions to better capture levels 
of need and target funding more effectively.  
 

3. Geographically, at what level would the priorities for funding be best set? 
 
The replacement of European Structural Funds should adhere to the principle of subsidiarity. 
An overarching framework and set of national principles should be set nationally at the 
devolved level. However, a centralised approach to the development, delivery and 
monitoring of funding will not allow responsiveness to regional or local needs and priorities.  
 
European Structural Funds for the Highlands & Islands were historically managed from 
Inverness by Highland Council. However, Scottish fund management was centralised to the 
Scottish Government in Edinburgh ahead of the 2014-20 round. This new programme 
structure has not been as effective. It is important that local authorities, regional 
stakeholders and local communities have a decisive decision-making role going forward. 
 
The UK Government should also engage meaningfully with Scottish local authorities in the 
design and implementation of the UK Shared Prosperity Fund to ensure that it truly meets 
the needs of the whole of the UK and its diverse regions. 
 

Alignment with Scottish, UK & EU Policy and Other Funding Streams 
 

4. How could the use of future funding add value to other sources of funding focused on 
similar objectives in Scotland? 

5. What practical value would you see in future funding in Scotland being aligned with 
the UK Industrial Strategy and other spatially differentiated UK economic policies 
such as the City and Regional Deals or the Industrial Strategy’s sectoral approach? 

6. What practical value would you see in maintaining alignment with EU Cohesion 
Policy? 

 
SCDI continues to believe that the UK should negotiate a close economic relationship with 
the EU to come into effect at the end of the transition or implementation period. The best 
outcome for Scotland is that the UK remains part of the single market and the customs union 
and continues to participate in key EU programmes of significant benefit to Scotland’s 
businesses, organisations and communities.  
 

https://ec.europa.eu/eurostat/web/regions/background
https://ec.europa.eu/eurostat/web/regions/background
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Maintaining a substantial degree of alignment with EU Cohesion Policy would likely enable 
the UK to more easily achieve this closer integration with the EU and continued participation 
in its programmes, such as Erasmus+, Horizon Europe, Interreg Europe and the European 
Territorial Cooperation Programmes. The key themes and objectives of the Scottish 
Government’s Economic Action Plan, National Performance Framework, Economic Strategy 
and Programme for Government 2019-20, are closely aligned with the long-standing themes 
and objectives of the EU’s strategies and Cohesion Policy, as they also are with the Grand 
Challenges of the UK Government’s Industrial Strategy. There clearly remain shared 
priorities of inclusivity, connectivity and sustainability between the Scottish Government, the 
UK Government and the European Commission. 
 
Nevertheless, the UK Government has indicated that it is likely to seek to agree a looser 
economic relationship with the EU which allows the UK to pursue divergence rather than 
alignment. Some additional flexibility may be useful in order to better meet local needs 
across the country. It is particularly important, therefore, that the replacement of European 
Structural Funds delivers better coordination and complementarity of funding delivery and 
design across the range of devolved and reserved policies – especially the UK Industrial 
Strategy, City Region Deals, the Economic Action Plan and Fair Start Scotland – and 
adheres to the principle of additionality, to prevent conflict or duplication with or between 
local authorities. 
 

Evaluation and Monitoring Progress 
 

7. How could we best evaluate the success of this new fund? 
8. What relevant parts of the National Performance Framework should this funding be 

targeted towards? 
9. Which specific aspects of the monitoring and evaluation framework from European 

Cohesion Policy do you consider would be beneficial to retain for any new fund? 
 
It will be important that the evaluation and monitoring of progress is focused on impact and 
outcomes, which illustrate a real difference to people’s lives, rather than activity and outputs. 
This should be embedded in local and regional programmes to demonstrate value. 
Complexity should be minimised wherever possible to aid transparency and reduce 
bureaucracy. The current audit process concentrates on paperwork and processes with no 
requirement to provide real evidence which could demonstrate impact, such as case studies. 
 
Nonetheless, there should be a clear recognition that value may not be demonstrable in the 
short-term. A long-term, strategic view should be taken to projects which may only unlock 
potential or produce results after several years or more. Long-term benefit should not be a 
barrier to funding. 
 
Numerous aspects of the National Performance Framework could provide an appropriate 
focus for the targeting of funding to further social and economic prosperity. However, it is 
particularly important that ensuring Scotland is a “globally competitive, entrepreneurial, 
inclusive and sustainable economy” is the priority. A globally competitive, entrepreneurial, 
inclusive and sustainable economy supports and underpins all of other National Outcomes 
by creating jobs, increasing incomes, improving health and wellbeing, generating revenue for 
public services, reducing emissions and reducing inequality. 
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B  GOVERNANCE STRUCTUES OF FUTURE FUNDING 
 
Allocation and Programme Duration 
 

10. What approach should be used to allocate the funding at programme level – 
including the most effective duration of the programme that would better support the 
identified priorities? 

11. What would be the most appropriate partnership and governance structure to 
achieve the strategic objectives of the future funding? 

12. What would be the most effective delivery model to ensure maximum leverage of 
funds from public and private sectors to regional investments? 

13. What capacity-building or other support is needed to ensure the ability of local 
partners and communities to participate in the programme? 

14. What can be learned from the design and delivery of the current and previous 
European Structural Fund Programmes in Scotland? 

 
The programme should take a long-term, strategic view beyond any short-term or political 
considerations and outwith electoral cycles. The UK should replicate the seven- to ten-year 
approach of the EU’s multiannual financial frameworks, which allows for rigorous design, 
more stable budgetary planning for and better delivery of high-quality projects. 
 
A significant problem in the current approach to EU Cohesion Policy is its highly complex 
governance structure. EU application and administration processes are burdensome and will 
need to be streamlined for the UK Shared Prosperity Fund. 
 
In terms of participation in the programme, the focus should be on minimising complexity 
and bureaucracy, rather than necessarily on building capacity or increasing support, to 
increase accessibility for smaller organisations or groups. This would both reduce costs and 
increase participation. 


