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FINANCE AND CONSTITUTION COMMITTEE  

FUNDING OF EU STRUCTURAL FUND PRIORITIES IN SCOTLAND, POST-BREXIT 

 Submission by Dundee City Council 

Core approach 

1. How should Scotland’s share of post-Brexit structural funding be determined? (for
example, should it be on measures such as GDP, needs-based, via the Barnett
formula; match funding or based on competition?)

The new UKSPF should at least match the resources of the ESIF it will replace. For the 
budget period of 2014-20, Scotland was allocated €476 million from the ERDF, €465 million 
from the ESF, £77 million for the LEADER rural development programme, and €107.7 million 
for the European Maritime Fisheries Fund. The future allocation should be at least equivalent 
to these amounts, and it should also take into account any future inflation increases. It should 
not be tied in to the Barnett Formula. 

The UKSPF should allow for maximum integration with other funding streams for local growth. 
As a domestic fund coming from the UK government, this will allow it to be matched with EU 
funding programmes, such as Erasmus, Interreg, and Horizon.  

The allocation of the SPF should be about need and also opportunity, not relying solely on 
levels of GDP at NUTS 2 level as the current ESIF does. Allocation of ESI funding is 
calculated using GDP per person, however this is insufficient as it does not tell the whole 

Between 2014 and 2020, up to €1 billion in European structural funding is allocated 
to Scotland under the European Structural and Investment Funds (ESIF) 
programme. This funding programme is expected to continue in the short-term after 
Brexit either under the Withdrawal Agreement or through guarantees made by the 
UK Treasury. After 2020, the UK Government has proposed to fund structural fund 
priorities through a UK Shared Prosperity Fund aimed at reducing inequalities 
between communities across the UK. 

The Economy, Energy and Fair Work Committee (EEFWC) have reported their 
recommendations on the UK Shared Prosperity Fund including that it should be for 
Scotland to decide its own internal allocation formula and should build on the best 
characteristics of ESIF including longer timeframes, needs-driven and the ethos of 
partnership working. 

The Finance and Constitution Committee’s inquiry aims to explore the experience 
of lead partners, delivery agents and beneficiaries to inform the design of any future 
funding of structural priorities in Scotland post-Brexit. Given their parallels, 
LEADER funding is included in the scope of this inquiry. 
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story. While it provides an indication of economic activity within an area, it is not an indicator 
of wealth nor does it measure local poverty and deprivation. Through the prism of GDP 
measurements, the NUTS 2 regions of Eastern and North Eastern Scotland are classed as 
well-developed. However, applying other measurements alongside GDP, such as the 
Scottish Indicator of Multiple Deprivation (SIMD) makes the case for a higher, more targeted 
level of financial intervention. Employing this data will ensure no part of Scotland gets left 
behind and areas with high levels of deprivation like Dundee City receive adequate levels of 
funding to help bridge the gap with more affluent areas of the country. With virtually twice as 
many of Dundee's citizens living in the 15% most deprived areas in Scotland compared to 
the national average, there is a need to provide support, training and job opportunities if we 
are to tackle the root causes of poverty in our city.  

Support for local businesses, encouragement of new business development and inward 
investment are also needed to ensure that the city can thrive. EU funding secured by Dundee 
City Council in the 2014-2020 programme to address issues such as business development, 
employability, smart travel, waste and social innovation is circa £6.9 million, and it is vital that 
this level of support continues. The Joseph Rowntree Foundation report on future structural 
funding suggested this should focus on increasing levels of employment and pay in the areas 
where these were lowest, on the basis of which Dundee was identified as one of the top 
priority areas for support not only within Scotland, but also across the UK. 

Proportion of Data Zones in Scotland's 15% Most Deprived 

 Year Dundee Tayside Scotland 
2016 29.3% 12.7% 15.0% 

Source: Scottish Index of Multiple Deprivation (SIMD) 2016 

Along with targeting the future funding framework at identified areas of need, it should also 
be invested in areas of opportunity. Data such as GDP could be employed to identify areas 
of opportunity and economic growth – in turn investing in potential success alongside 
challenges.  

In terms of opportunity, future funding should recognise the key role of cities as drivers of 
economic growth. Funding needs to enable the cities to continue to deliver services and 
infrastructure that meets the needs of their geographic regions, ensuring that productivity and 
growth are at the heart of an agenda balanced with a need to address inequality, economic 
disparities and inclusive growth. The opportunity to direct funding to cities and city regions 
needs to be carefully considered, given the economic impact cities make to the Scottish 
economy, whilst recognising that significant disparities still exist between and within cities. 
Scotland's cities are home to 53% of the Scottish population, 55% of businesses and 66% of 
GVA and whilst they have been significant beneficiaries of structural funds to date there has 
been limited "ring-fenced" funding to specifically support cities. The UKSPF should recognise 
and address both the needs of cities and their ability to support economic growth through 
potential ring-fenced support for cities. 

Dundee is the economic centre of the Tay Cities Region, with real issues related to inequality 
and poverty (such as an unemployment rate of 6.5% compared to the Scottish average of 
4.5%) but also with real opportunities for future growth. These needs and opportunities should 
be considered as key to the determination of future funding. 
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Opportunities in Dundee City 
• 2 world class universities with strengths (research and education) in life sciences, design, computer

games, cyber security, medical/social care - which have the potential to develop products,
processes and services which will support economic and social growth

• Potential to link with projects to be delivered through the Tay Cities Deal that address innovation,
inclusive growth and internationalisation

• Brown field sites and previously used buildings that with some financial input could be used by 21st
century businesses to good effect and a range of green field sites that could house future
developments

• The potential to develop as a hub for offshore wind and decommissioning, through both our port
and existing industrial premises/land, creating a host of new skilled jobs

• Strong collaborative approaches deliver a wide range of projects and initiatives across the city and
this history of partnership working means that projects are often easier to deliver in Dundee than
in other cities.

• Place - Dundee has been developing its sense of place, people's perceptions of the city have been
changing - there is an opportunity to capitalise on the new position in which Dundee finds itself as
a destination for visitors, to attract people to live and work in the area and to secure investment.

2. Should the existing structural funding priorities be retained for any new funding
approach post-Brexit or are there other national or regional outcomes, strategies or
plans to which future funding should align instead?

If the UKSPF is to replace ESIF then the primary focus should remain economic development 
and convergence, otherwise it does not replace the funding being lost. The SPF should 
primarily seek to replicate the high level objectives of the current EU Structural Funds, which 
provide demonstrable added-value, and do not duplicate existing local or national funding. 
However, priorities need to be set in conjunction with local government. There is scope to 
expand and improve upon the priorities. For example, EU funding programmes have 
progressively moved away from being able to invest in physical regeneration investments, 
and is now quite tightly restricted to what it can fund in terms of infrastructure, being mostly 
limited to low carbon and green projects. This could be broadened to include other 
infrastructure projects, and if not covered by other funding streams. The 2007-13 ESIF 
programme period had a rural and an urban priority, and the reinstatement of this would be 
welcome to help to bring geographical focus and to recognise the differing needs and 
opportunities between urban and rural areas. The ESF programme 2014-20 has a focus on 
helping those further removed from the job market back into employment, and also tackling 
poverty and social exclusion, very demonstrably people in need. The future replacement 
framework could extend this scope to also integrate labour market needs, facilitating career 
transitions, promoting professional mobility, and reskilling opportunities. The replacement 
framework could also contribute to emerging and growth sectors through the improvement of 
education and training necessary for the obtainment of new skills and qualifications. Such 
schemes should be made available to those who may already be in the labour market but in 
need of retraining, as well as those who are not in employment.  

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 (for
example UK Government, Scottish Government, Local Government or local
stakeholders) and what level of autonomy should they have in deciding how funding
is allocated?
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The UKSPF is an opportunity to be more flexible that its predecessor and address more 
closely both the challenges and opportunities across Scotland’s diverse regional economies. 
The delivery model should be co-designed by the UK Government, the devolved 
administrations, local authorities and other relevant stakeholders, perhaps via a group to take 
forward the design of the new SPF with representation from the key stakeholders from each 
of the devolved nations. 

An Independent Administrative Body is critical for the fund.  The Managing Authority cannot 
also be the auditing/verification body as well as the assessing body etc.  In Scotland the 
2007-13 programme period had ESEP Ltd as an IAB, and this created a separation between 
the decision making body and the operational administrative body.  In case of any dispute 
the Scottish Government was then able to take an independent view on the matters.  This 
separation of duties is very important in order to ensure transparency.  

For those interventions aimed at increasing the competitiveness of SMEs, the landscape of 
accessing finance is too complicated – both through grants and other forms of support. 
Attempts to simplify this have had some success, but there remains a myriad of support 
through national and local sources, private and public sources and also wide range of types 
of finance available. UKSPF must be careful not to complicate this further and should be co-
ordinated at a local level with other provision. 

Local authorities have unparalleled and distinctive expertise in delivering local activity specific 
to local needs, either independently or within partnerships. They have the best foresight into 
local growth potential, and are in a position to identify any existing or potential skills gaps. 
This being the case, Scotland’s local authorities should be allocated their fair share of the 
SPF to ensure they are able to address their local needs and opportunities and to decide 
which priorities they wish to focus on, and which outcomes they wish to achieve.  

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
any post-Brexit funding approach and why?

ESIF stems from Cohesion Policy, which is about a bottom up approach and local variances 
are undoubtedly best served at local level. However too many of the Strategic Interventions 
are managed by national organisations and there is limited local control. This is not the 
optimal approach to addressing local or regional issues, but instead it gives control to national 
bodies with a focus on national issues. The 2007-13 programme had priority areas, all 
managed by the Managing Authority, which were not aligned to a national body.  This allowed 
for more flexibility to take account of  local variances. Furthermore, the lead partner system 
adds a further level of bureaucracy, and the UKSPF offers an opportunity for a more, efficient, 
streamlined process. Also, in our experience during the 2014-20 programme, we found that 
lead partners across the strategic interventions varied in their approach and effectiveness in 
highlighting opportunities and providing information on processes. Each set their own call 
timetable and assessment procedures, leading to a confusing landscape. Despite the best 
efforts of local authority officers, communication with lead partners could be at times poor.   

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

Match-funding (the requirement for partners to provide a specified percentage of co-finance) 
can be difficult to obtain in an era of much-reduced public finance, for all actors involved in 
bidding for EU structural funding.  

For some programmes, pre-financing is available, but for others, project payments cannot be 
made upfront, and the UKSPF offers an opportunity to reconsider this principle. For example, 
the National Lottery Fund distinguishes between small (up to £10,000), medium (£10,000 to 
£100,000) and large grants (over £100,000). Following this approach, if the UKSPF allowed 
for up-front payments, and adopted proportionate reporting requirements, it would be more 
accessible to small scale projects too.  

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)?

Local authorities should be given control and autonomy over their allocation from the UKSPF, 
as they are in the best position to make decisions on local growth, based on local need and 
opportunity.  

An agreed formula (among all levels of government) to address inequalities and to support 
productivity should be the basis for the funding allocated to local government. The UKSPF 
should encourage cooperation across our local and regional areas, not competition, and 
funding should therefore be awarded based on local demand, and to support local authorities 
and their partners in delivering vital employability services and for initiatives which tackle 
poverty and social exclusion. 

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?

Any replacement funding frameworks should adhere to the principle of additionality, which in 
turn will avoid duplication or conflict within and between local authorities. This being said, 
there are domestic funds which complement EU funding programmes. For example, the Fair 
Start Scotland programme has similar priorities to the European Social Fund (ESF+). 
However, the ESF extends to potential participants who may not be eligible through domestic 
employment programmes.  Furthermore, ESF recognises a further range of milestones than 
Fair Start Scotland, whose main outcome is acquiring employment of 16 hours or more. ESF 
also recognises achievements such as gaining qualifications or entering into employment or 
training. In order to extend the scope event further, there should be more flexibility in the 
targeting of participants, and more flexibility to be creative around job creation (e.g. being 
less prescriptive about employer eligibility for wage subsidies, Modern Apprentices, etc.) This 
should also address the potential need to support the development of higher level skills, 
particularly as EU migration decreases. 



REF NO. FCC/S5/19/RSF/39
 

Administration 

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?

Regarding reporting, there are different IT systems used within ESIF, including for ESF/ERDF 
(EUMIS), LEADER (LARCS) and EMFF, and the key transnational programmes with which 
local authorities engage, namely INTERREG and Erasmus+, again have different systems. 
Our members report that some of these systems work better than others. The EMFF IT 
system which is managed by Marine Scotland has often been cited as an example of one 
which works very well. Experiences with EUMIS and LARCS have not been as favourable. 
Differing systems also cause confusion for local authority services, who do not always 
understand the difference across or within EU programmes.  In order to improve the 
evaluation process, an enhanced harmonised IT system should be designed, thoroughly 
road-tested and in place by the conclusion of the ESIF and for the start date of the 
replacement funding framework. 

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

The process for making claims is known to be too slow and complicated, and is a barrier to 
smaller organisations with a limited cash flow. Also, the issues around IT systems led to 
delays in projects being able to claim. Therefore – and as referred to in Q.8 – the next 
generation of monitoring and reporting systems should be thoroughly road-tested and ready 
by the launch of the replacement programme.  




