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Dear Bruce,  
 
Thank you for inviting Professor Bell and myself to provide an update to the Committee on 
progress with the UK Shared Prosperity Fund on 20 January.  
 
There were three outstanding queries from the meeting to which I agreed to provide more 
information.  
 
1 Decommitments in the Current Structural Funds Programme  
At the start of the Programme, the initial total EU structural fund allocation to Scotland was 
€941m for the 2014-20  period. This was split between two programmes, €465m to the 
European Social Fund (ESF) and €476m to the European Regional Development Fund 
(ERDF).  Although the programme is not allocated on an annual basis, it equates to an average 
of €134m per year.  
  
The European Commission, as part of its usual management and governance cycle, 
automatically de-commits fund allocations from the ESF and ERDF Programmes that have not 
met their financial targets during a calendar year. These financial targets relate to the delivery 
of projects and activities delivered by a national network of Lead Partners, which includes local 
authorities and third sector organisations.  
 
You will recall that I referred to a figure of €13m in my evidence to the committee and want to 
take this opportunity to clarify where that figure came from. This referred to funding relating to 
the Youth Employment Initiative and was intended as a high level example of an area where 
decommitment has taken place and I would be happy to provide more such examples if useful. 
The annual decommitment figures for the programme to 2019 are: 
 
2017:     €22.4m  
2018:     €49.7m 
2019:     €52.2m 
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I would advise  that decommitment is not unique to the Scottish Programmes and happens 
across other parts of the UK and in other Member States. It is not an unusual occurrence, 
though clearly I and the Scottish Government remain committed to optimising the value from 
such funds for the benefit of local communities and individuals.  
 
There are a number of reasons why these de-commitments have happened and why they 
happen more generally.  These include but are not limited to:  
 Approval of the 14-20 Programme was particularly slow at both EU and UK level, which 

contributed to a delayed start to Scottish plans.  The EU did not approve the regulations 
for the Programme until late 2013, and the partnership agreement between the EU and the 
UK was not signed off until late in 2014.  In addition the quantum of funding allocated to 
Scotland for this programming period was also under doubt due to a lengthy court case in 
which the UK Government’s allocation methodologies were challenged by two English 
regions. 

 The size and complexity of the programmes developed for Scotland meant that they took 
longer than anticipated to establish at the start which has enabled lessons to be learned 
for future funding programmes.    

 Difficulties in accurately forecasting expenditure profiles. For example, at the start of the 
programme the number of future participants in the Youth Employment Initiative (YEI) 
projects turned out to be over-estimated as soon as the successful impact of economic 
recovery took effect and youth unemployment dramatically reduced. Young people in 
Scotland had been able to access a range of choices around skills, training and education 
which were adequately resourced and therefore the take up of European funded YEI places 
during the early years of the programme significantly reduced.  

 Delivery achieved at a reduced cost. For example Transport Scotland managed the 
delivery of ERDF funded sustainable transport hubs for electric vehicle charging and bike 
hire. The eventual cost was lower than first anticipated but the outputs the same or greater 
overall.   

 European Structural Funding rules preclude the quick or easy movement of unspent 
allocations between priorities, years or partners. Therefore when demand does not 
materialise at the rate that had been anticipated, those projects are often scaled back and 
it is not possible to divert the allocated funds elsewhere. 

 Financial challenges of our lead partners in securing match funding to support their 
activities also meant that some funding went unspent. Again, the rules precluded being 
able to reprovision that elsewhere.  
 

There are obviously lessons here to be learned for any future support schemes that we have 
taken on board and will take on board in the future. But it is important to reiterate that some of 
these are not unique to Scotland.  Moreover, it should be recognised that some of the 
challenges experienced are now in danger of being repeated by the UK Government with the 
late approach to funding allocations and the failure to communicate and engage effectively.  
 
2 LEADER 
As I intimated during the course of the meeting, whilst the UK Government has provided little 
detail on the actual objectives and governance of the Shared Prosperity Fund there has been 
even less on the future of the LEADER Programme.  The LEADER Programme has been 
delivered in Scotland since the early 1990s and has provided support to local rural community 
and business networks to build knowledge and skills and has encouraged innovation and 
cooperation in order to tackle local development objectives.   
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The Programme had been due to complete at the end of March 2021 but Mr Ewing recently 
granted a 9 month extension for LEADER projects already underway and disrupted by COVID 
until the end of 2021.   We still await clarification on whether or not replacement of the LEADER 
Programme will form part of the activities covered by the UK Shared Prosperity Fund.  It 
remains crucial that the UK Government provides a clear statement on future funding for all 
aspects covered by CAP. Our rural economy is on the front line of the potential impacts of 
Brexit, with remote and rural areas likely to be hit the hardest and we need to be able to provide 
certainty and assurance to those businesses. There remain no funding guarantees beyond 
2020.   
 
3 Updated Scottish Government Response to FCC Report 
In November 2019 I wrote to you in response to various recommendations and questions for 
the Scottish Government that were raised in the committee’s report on EU Structural Fund 
priorities in Scotland post Brexit.  I attach as an annex to this letter an update to these points 
following our consultation and subsequent publication of Scotland’s Position Paper.  
Please do not hesitate to contact me if further detail is required on any of the above points.  
 
 
 

 
 

IVAN MCKEE 
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UPDATE ON RESPONSE TO POINTS RAISED IN THE  FINANCE AND CONSTITUTION COMMITTEE REPORT ON FUNDING 
OF EUROPEAN UNION STRUCTURAL FUND PRIORITIES IN SCOTLAND POST-BREXIT 
 
Finance and Constitution Committee  Response – November 2019 Update: January 2021  

25: We seek clarification of what, if any, 
agreement the Scottish Government has 
reached with the UK Government to 
ensure that the Steering Group's final 
report and Scottish Government's 
subsequent views will inform the 
development of the UKSPF. 

We have had no agreement or clarification from the 
UK Government about how they will treat the 
outcomes of the Scottish Consultation beyond 
what is already known. 
   
We have flagged the consultation to all interested 
parties in including our colleagues in the other 
devolved nations and the UK Government.   
 
We raised this issue at the recent JMC (E) which 
was held on 10  October 2019 in Edinburgh.  Jake 
Berry, Minister for the Northern Powerhouse and 
Local Growth at MHCLG, followed up his 
comments at the meeting with a letter dated 29 
October 2019 in which he noted that UKG is 
committed to working for the benefit of all four 
nations of the United Kingdom, including through 
the UKSPF. He was clear that they would respect 
the devolution settlements in Scotland, Wales and 
Northern Ireland. It remained a plan of the UKG to 
consult on the design of the UKSPF and would 
engage with the Scottish Government in advance 
of any public consultation. 
 

UK Ministers have announced that they will use the new 
financial assistance powers created by the Internal 
Market Act to deliver the Shared Prosperity Fund directly 
to Scottish Stakeholders.  
 
We do not know what evidence will be used by the UK 
Government to shape the SPF and so we cannot say at 
this time if Scotland’s Position Paper on the Shared 
Prosperity Fund will form part of their evidence base.  
 
However, officials have regular meetings with the UK 
Departments, notably MHCLG (lead department for the 
SPF) DWP and the Scotland Office.  At these meetings, 
officials have shared, presented and discussed Scottish 
plans and pressed for further information on UK plans, 
how Scotland’s views will inform these and  how 
Scotland will be engaged in the development of the SPF.  
No information on any of these matters has so far been 
forthcoming. 
 
In addition, over the course of 2020, Mr McKee has 
written to UK Ministers about the Shared Prosperity Fund 
more than a dozen times, but no detailed information has 
been given in any of the replies received to date.   
 
A number of meetings have also been arranged – and 
subsequently cancelled – by UK Ministers on this matter.  
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Finance and Constitution Committee  Response – November 2019 Update: January 2021  

Scottish Ministers will be giving evidence to the Scottish 
Affairs Committee inquiry into the SPF on 4 March 2021 
and these points will be raised again at this event.   
 

26: We recommend that the final report of 
the Steering Group is published as is the 
Scottish Government's response to it – 
this will support transparency and 
facilitate greater understanding and 
scrutiny of the Scottish Government's 
approach to the UKSPF. We will take 
evidence from the Steering Group and the 
Scottish Government in Spring 2020. 
 

The Scottish Government  has committed to 
publishing the consultation report in Spring 2020 
and we are of course content to give further 
evidence to the Committee at this time. 

The consultation report was published in June 2020.   
 
Subsequent analysis and discussion resulted in 
Scotland’s Position Paper being published on 19 
November 2020.  
 
Copies of both these papers were sent to the Committee 
at the time of publication.  

40: We request clarification from the 
Scottish Government of its views on 
whether the key purpose of the UKSPF 
should be "to tackle inequalities across 
communities by raising productivity, 
especially in those parts of the UK whose 
economies are furthest behind." 
 

Scotland has its own set of domestic policy 
documents, including the National Performance 
Framework and the Scottish Economic Strategy.  
These focus on increasing sustainable economic 
growth in a manner that promotes inclusion and 
wellbeing as well as addressing environmental 
challenges.   

The key aim of a Scottish fund is to address and reduce 
economic and social disparities within and between 
places and people in Scotland.   
 
To achieve this aim the proposal places at its heart 4 key 
themes: Improving and Empowering and Improving 
Places, Reducing Poverty, Increasing Skills, and 
Growing Business and Jobs.  And there are  two 
horizontal themes that will inform all activity – wellbeing 
and our net zero ambitions. 
 

45: We seek further information from the 
UK Government and the Scottish 
Government as to whether the common 
framework approach was considered in 
relation to the establishment and 

We have no information regarding the basis on 
which the UKSPF will be established and no 
discussion on the possible options available, 
including whether a common framework approach 
is preferable. However, the UK Government has 
committed to a number of key principles that will 

The Scottish Government is clear that the correct and 
proportionate means of dealing with policy differences 
across UK nations, after leaving the EU, is through the 
common frameworks process which, despite our 
differences over EU exit, has been able to make 
significant progress over the last few years. 

http://www.lobbying.scot/


Scottish Ministers, special advisers and the Permanent Secretary are covered by the terms of the 

Lobbying (Scotland) Act 2016.  See www.lobbying.scot 
 

St Andrew’s House, Regent Road, Edinburgh EH1 3DG 

www.gov.scot 
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operation of the UKSPF (and if so, why it 
was discounted). 
 

underpin the operation of the UKSPF, including 
respecting devolution settlements and engaging 
the devolved administrations to ensure the fund 
works for places across the UK.  The Scottish 
Government expects these principles to be 
adhered to.  
 

 
However, the recently enacted UK Internal Market Act 
has impacted on the common frameworks process.   
 
The powers on financial assistance in the Act give UK 
Ministers a general power to take decisions on spending 
in a wide range of devolved matters, which have 
generally been the responsibility of the Scottish 
Parliament until now. This legislation will allow the UK 
Government to bypass devolved decision making, 
overriding democratic processes for allocating spending 
in Scotland. 
 
We have raised these issues, and their impact on the 
replacement finding programme in Scotland, with UK 
Government but have had no detailed or clear response. 
 

63: We recommend that the Scottish 
Government and its Steering Group 
consider inviting views from the UK 
Government and the other devolved 
administrations as well as from other 
stakeholders, given the UKSPF will 
operate across the UK. 
 

The Scottish Government has flagged the 
consultation to the other Devolved Nations and to 
the UK Government.  Scottish Government officials 
will continue to work closely with peers across all 
four nations of the UK as the Scottish Government 
develops its position on the best approach for 
Scotland to replacing EU structural funds.  

Over the past 14 months Scottish Government has met 
on a frequent basis with colleagues from the Welsh and 
Northern Irish Devolved Administrations.  These 
meetings have afforded opportunities to share 
information and understanding gleaned from respective 
meetings with UKG’s Ministry for Housing, Communities 
and Local Government.  
 
These meetings have also led to several bi- and tri-lateral 
discussions between Mr McKee and his Welsh and 
Northern Irish counterparts.  
 
Scottish plans were developed in partnership with the 
steering group and informed by inputs from a range of 
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stakeholders during both the consultation and drafting 
processes. 
 

115: We request information from the 
Scottish Government as to how it is 
supporting Scottish projects to 
successfully secure funding under this 
guarantee. 
 
And 
 
118: We also seek clarification from the 
Scottish Government as to what support it 
will provide organisations across Scotland 
to help them retain the necessary skills, 
knowledge and capacity during any 
period of transition. 
 

Regarding the UK funding guarantee for current 
projects in the 2014-20 budget round the Cabinet 
Secretary for Finance, Economy and Fair Work 
confirmed when it was announced in 2016 that this 
would be passed on automatically to all approved 
Scottish projects.  
 
The Scottish Government is committed to 
continuing support for current ESF and ERDF 
projects and activities including extending end 
dates to minimise the risk of a gap before new 
funding is operational. 

It should be noted that the N+3 arrangement for the 
2014-20 programme allows approved projects and 
activities to continue to spend and claim until end 2023, 
and projects have been extended where possible.  
 
As a result of the Withdrawal Agreement the HMT 
guarantee no longer applies and committed funding will 
be honoured by EC. 

159: It is disappointing that since the 
UKSPF was proposed in July 2018 the 
Scottish Government has yet to confirm 
its views on how the quantum of funding 
for Scotland should be calculated. We 
therefore request those views. 
 

We are keen to hear the views of stakeholders 
before we come to a final decision  on this matter.  
There is therefore a question on this issue in the 
consultation paper and the Scottish Government 
will report back in the final report to be published in 
Spring of 2020.  

We have set out our views on the quantum of funding 
due to Scotland in our position paper. 
 
The total funding we have estimated that is due to 
Scotland is £183m per annum or £1.283 bn for a 7 year 
programme. 
 
We have based our calculations on Scottish allocations 
for the 2014-20 programme, applied a relevant inflation 
uplift and considered what Scotland may have received 
had we remained in the EU. 
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We have also taken a broader view of replacement 
funding, including in our plans replacements for the 
European Regional Development Fund, the European 
Social Fund, the European Territorial Cooperation 
Programmes and the LEADER scheme which was 
funded under CAP Pillar 2.  
 

160: We recommend that as part of the 
partnership approach to developing the 
UKSPF in the longer term, the UK and 
Devolved Governments agree the range 
of measures to be used to ensure a fair 
needs-based funding allocation across 
the four nations. 
 

The Scottish Government agrees that funding 
allocation choices need to be considered and 
agreed by all partners developing successor 
arrangements to the EU structural funds  and 
decisions must not be taken unilaterally by the UK 
Government.  

A key part of our plans will be to decentralise control of 
funding and empower communities, ensuring that that 
the money and the authority for spending, goes to the 
people and places that need it most. 
 
We will allocate money across regions in Scotland on a 
needs basis, using a basket of weighted indicators to 
determine allocations.   
 
We are now working on developing the right mix of 
indicators for this purpose. 
 
 

194: We recommend that the Scottish 
Government's steering group considers 
the current picture of EUSF funding 
bodies across Scotland with a view to 
determining if further simplification is 
achievable based on the outcomes 
UKSPF funding should deliver. This 
should include whether others such as the 
third sector should have a role in 
allocating funding and whether there are 
useful lessons that can be learned from 

This issue will be addressed in the consultation 
report. 

Through a tiered approach with the Scottish Government 
playing a strategic lead, Regional Economic 
Partnerships, or REPs, will act as the main bodies 
charged with developing and delivering strategies at a 
regional and local level. 
 
Whilst REPs will be the main delivery vehicle across 
most of the country, in the Highlands and Islands and 
South of Scotland, we will use the geographies aligned 
to the enterprise agency areas. 
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the LEADER LAG approach to balancing 
national and local priorities. 
 

A key part of the programme is to ensure that 
communities are fully engaged in the development and 
delivery of regional plans and we would expect to see 
clear evidence of this as plans are developed.  
 

220: We recommend that in terms of the 
mechanisms for allocating funding across 
Scotland the key starting point must be 
the outcomes that funding is intended to 
achieve. Such an approach chimes with 
the evidence we heard that there is merit 
in aligning UKSPF funding within 
Scotland with already existing Scottish 
priorities such as the National 
Performance Framework. We 
recommend that the Steering Group 
considers this and the evidence we 
received on priorities for funding across 
Scotland. 
 

The Scottish Government agrees that the National 
Performance Framework – and othe key Scottish 
policy documents – must form part of the evidential 
basis on which future funding arrangements are  
developed. 
 
The consultation poses questions on how best to 
evaluate the success of any successor fund and 
this issue will therefore be addressed in the 
consultation report. 

The National Performance Framework will provide the 
underpinning policy framework for the Scottish Shared 
Prosperity Fund.   
 
The Scottish Government will develop a monitoring and 
evaluation framework focusing on outcomes and outputs 
rather than activities and inputs to ensure public finances 
are utilised in ways that produce the best yield for regions 
and communities.  
 
This will ensure that activity is in line with the Scottish 
Government’s strategic objectives and priorities, such as 
those outlined in the National Performance Framework, 
will be key to successful implementation. 

221: We suggest, however, that the 
Steering Group should consider whether 
there is also a place for funding of more 
innovative programmes or activities which 
although potentially risky could, if 
successful, deliver greater gains than is 
currently possible. 
 

The Scottish Government will ask the Steering 
group to consider this matter. 

As the programme will be regionally focused we will work 
with regional partners on this matter. 

254: We have invited the Steering Group 
to consult on simplifying the range of 
funds available in Scotland. 

This issue will be addressed in the consultation 
report. 

There was very strong support for governance 
arrangements to be based on the principle of 
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Consideration should, however, also be 
given to providing a single, more 
simplified and standardised approach for 
applying for and reporting on a range of 
funds as compared with a bespoke 
system for each fund. 
 

subsidiarity, and using existing partnership structures 
operating at a regional and local level where possible.  
 
It is suggested that this could minimise costs, maximise 
efficiency, and avoid creating new, parallel mechanisms.  
 

258: We note the Minister's explanation 
that he expected the issue of the pre-
suspension in place in relation to £9.6 
million of ESF in Scotland should be 
cleared before November and therefore 
seek an update on progress in resolving 
this issue. We invite the Steering Group to 
include any lessons learned within its 
deliberations. 
 

Since the Scottish Government received the 
European Commission’s report, officials have 
been working closely with the Commission to find 
a solution to the audit issues.  We have presented 
a range of measures to the European Commission 
to address these issues. Once the Commission 
indicate that they are fully satisfied with these 
proposals, the suspension should be lifted. 
 

On Friday 18 December the European Commission (EC) 
confirmed the lifting of the suspension of the ERDF 
programme in Scotland.  Lifting of the suspension 
against the ESF Programme is expected in early 2021.  
 
This first step is a hugely positive outcome following a 
challenging period where the Managing Authority and all 
Lead Partners worked collaboratively to respond to the 
issues that resulted in the suspension of the 
programmes and developed processes to overcome 
these challenges. 
 

Future Funding 

January 2021 
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