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The challenge 
 

The regional and local divides in prosperity across the UK are probably now wider than at 

any time since the 1980s, when the industrial base of so many communities was destroyed.  

These days the divides are less evident in recorded unemployment (though there’s still 

plenty in the most disadvantaged places) but just about every other economic indicator 

highlights big differences across the country. 

 

Over the last four decades, funding from the European Union has helped stop the gaps in 

prosperity growing even wider and helped lay the foundations for economic recovery in 

many places.  But Brexit is now bringing this funding to an end. 

 

As part of the Withdrawal Agreement, during the ‘transition period’ up to the end of 2020 the 

UK will continue to contribute to the EU budget as normal, and to draw on the EU funds.  

From 1 January 2021 onwards, however, no new commitments of EU funds will be possible 

and replacement UK funding will be needed. 

 

In 2017 the UK Government promised a UK Shared Prosperity Fund to replace the EU funds 

– a commitment repeated several times to Parliament and included in the Conservative 

manifesto for the 2019 general election.  But nearly everything about the Fund is still to be 

worked out. 

 

The Industrial Communities Alliance – the all-party association representing local authorities 

in the industrial areas of England, Scotland and Wales – is deeply concerned by the loss of 

EU funds.  Our member authorities cover many of Britain’s economically disadvantaged 

communities and EU funding is widely seen as a key tool in rebuilding the economies of our 

areas. 
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At regional and national meetings since 2016, we’ve been discussing the need for a 

replacement for EU funds.  We’ve worked closely with the All-Party Parliamentary Group 

(APPG) on Post-Brexit Funding for Nations, Regions and Local Areas.  We’ve worked with 

groups in the Scottish Parliament and the Welsh Assembly.  We’ve talked to ministers, 

shadow ministers and civil servants.  And we’ve listened to concerns ‘on the ground’ 

amongst our local authorities and their partners. 

 

Over the last three years we’ve produced a number of documents on post-Brexit regional 

funding, some widely circulated, others only for internal consumption.  This report brings 

together all the elements of the jigsaw and sets out our thinking on what the UK Shared 

Prosperity Fund should look like. 

 

 

 

How much should the Fund be worth? 
 

The APPG report on post-Brexit funding1 concluded: 

 

“We recommend that the annual budget for the UK Shared Prosperity Fund is no 

less, in real terms, than the EU and UK funding streams it replaces.” 

 

The report went on to say: 

 

“We recommend that if other existing budget lines were to be included in the UK 

Shared Prosperity Fund the total budget of the new Fund should be increased by the 

full value of those additional budget lines…” 

 

These recommendations reflected the representations received from many organisations 

across the UK and are wholeheartedly endorsed by the Industrial Communities Alliance. 

 

The core of the UK Shared Prosperity Fund needs to be a replacement for the two biggest 

components of the EU Structural Funds presently coming to the UK regions: 

 

 European Regional Development Fund (ERDF) 

 European Social Fund (ESF) 

 

The total value of the ERDF and ESF funding due to come to the UK in the present 2014-

2020 EU spending round is €10.3bn2, equivalent to £9.15bn at the current exchange rate or 

£1.3bn a year.  In addition, there are a number of smaller pots of EU funding impacting on 

regional and local development that are candidates to be rolled into the UK Shared 

Prosperity Fund.  These are: 

 

 

 

                                                           
1 All-Party Parliamentary Group on Post-Brexit Funding for Nations, Regions and Local Areas (2018) 

Report of an initial inquiry into the UK Shared Prosperity Fund, APPG, London. 
2 Source: HM Government 
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 European Maritime and Fisheries Fund 

 LEADER programme for rural development 

 Youth Employment Initiative 

 

At the current exchange rate, in the present 2014-20 EU spending round these are worth a 

total of a little over £100m a year3. 

 

For the purpose of the UK Shared Prosperity Fund, all these sums need uprating for inflation 

in order to maintain their value in real terms.  An increase of 12.5 per cent is necessary for 

this purpose4. 

 

It has also become clear in recent months that in the absence of Brexit the UK would 

actually receive substantial additional EU funding in the 2021-27 spending round.  This is 

mainly because on the basis of the most recent figures three additional sub-regions have 

slipped below the threshold of ’75 per cent of EU average GDP per head’ that would qualify 

them for what the EU calls ‘less developed region’ status.  These sub-regions are: 

 

 Lincolnshire 

 South Yorkshire 

 Tees Valley & Durham 

 

They would therefore join West Wales & the Valleys and Cornwall in receiving a much higher 

volume of EU funding.  The best estimate5 is that these additional areas would receive at 

least €500 per head in EU regional development funding over the forthcoming spending 

round, which would represent an increase of £950m, or £135m a year, over the present 

funding to these sub-regions. 

 

Additionally, the European Commission has proposed that ‘transition region’ status should 

be extended to cover all regions with a GDP per head between 75 and 100 per cent of the 

EU average, compared to 75-90 per cent at present.  This would bring in seven additional 

UK sub-regions with a total population of 12.7 million.  Extra funding of perhaps €50 per 

head for these additional transition regions over the next EU spending round would equate 

to £80m a year. 

 

Combining all these figures indicates that to replace the EU funding that would have 

come to the UK in the absence of Brexit requires a UK Shared Prosperity Fund budget 

worth just under £1.8bn a year. 

 

 

  

                                                           
3 Sources: House of Commons Library and European Commission 
4 Based on CPI inflation of 9.3 per cent between January 2014 and May 2019 and anticipated CPI 

inflation of 2.0 per cent p.a. to January 2021. 
5 Conference of Peripheral Maritime Regions (2019) UK entitled to €13bn regional funding if it remains 

in EU, CPMR, Brussels. 
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Annual budget required to replace EU funding 

 

 

 

£m 

 

 

Replacement for ERDF and ESF 

 

1,300 

Replacement for other EU programmes (EMFF, LEADER, YEI)    100 

Uprating for inflation    175 

Additions to reflect extra EU funding that would have come to:  

        Less developed regions    135 

        Transition regions      80 

  

Total replacement for EU funds 

 

1,790 

 

 

Sources: Based on HMG, European Commission and House of Commons Library data 

 

 

 

What if the Local Growth Fund is rolled in? 
 

The integration of the Local Growth Fund into the UK Shared Prosperity Fund is under active 

consideration, indeed likely.  The Local Growth Fund is a major funding stream in its own 

right, supporting investment in skills, housing and transport, principally in England, though 

Growth Deals involving UK government funding have recently been extended to Scotland 

and Wales. 

 

The 2018 APPG report noted that there is some support from around the country for rolling 

in the Local Growth Fund because there is some overlap in purpose with EU funding.  

Integrating the Local Growth Fund into the UK Shared Prosperity Fund would nevertheless 

not be straightforward.  The Local Growth Fund has different priorities and processes and in 

England has involved competitive bidding, something that is absent from the data-driven 

allocation of EU funds.  How Scotland, Wales and Northern Ireland might fit in is an 

additional complication. 

 

The UK Government has allocated £12.1bn to the Local Growth Fund for the period 2012-13 

through to 2020-21, with annual spending in the later years expected to run at a minimum of 

£2bn a year6.  Uprating for inflation would point to an annual spend from 2021 onwards of 

£2.25bn a year. 

 

If the Local Growth Fund is added into the UK Shared Prosperity Fund, the total 

budget needs to be worth £4bn a year. 

 

                                                           
6 HM Treasury (2013) Investing in Britain’s future, HM Treasury, London. 



5 
 

Total annual budget required for the UK Shared Prosperity Fund 

 

 

 

£m 

 

  

Replacement for EU funds 1,790 
  

Local Growth Fund  

        Present annual spend 2,000 

        Uprating for inflation 250 

  

Total annual budget required 

 

4,040 

 

 
Sources: Based on HMG, European Commission and House of Commons Library data 

 

 

 

When does the funding need to start? 
 

UK ministers have said that the budget for the UK Shared Prosperity Fund will be set by the 

Spending Review, expected to be concluded in the autumn of 2020.  With EU funding due to 

end in December 2020, this leaves precious little time to put in place the plans and 

administrative structures for the new Fund. 

 

A potential source of confusion is the ‘run-on’ of EU funds.  In line with normal EU funding 

arrangements, commitments made before the end of 2020 can involve spending that carries 

on until the end of 2023, so in practice there will still be significant EU-funded spending in 

the UK beyond 2020.  However, in the absence of a fully-functioning new Fund up and 

running on 1 January 2021: 

 

 It will not be possible to make new spending commitments, which would almost 

certainly trigger a hiatus in spending further down the line 

 

 On-going revenue spending, for example on training projects, would be especially 

exposed to disruption 

 

 The sheer uncertainty would almost certainly trigger a loss of key staff involved in 

project delivery 

 

During the 2019 general election campaign the Conservative Party website promised that 

the new Fund would be in place from 1 April 2021.  A three-month hiatus is not attractive.  

The new UK Shared Prosperity Fund needs to be up and running for 1 January 2021. 
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How long does the funding need to last? 
 

EU funding to the UK presently operates on a seven-year cycle, with seven-year financial 

allocations to different parts of the UK. 

 

It is essential that the UK Shared Prosperity Fund operates on the basis of multi-annual 

financial allocations.  This allows the proper planning and implementation of projects, 

especially schemes of a more ambitious or transformational nature.  There is also good 

sense in the retention of seven-year financial allocations because they provide continuity 

and certainty, and for retention of the flexibility for spending on projects to roll on for up to 

three years beyond the end of each programme period. 

 

Lengthy financial allocations do not fit neatly with UK Spending Reviews, which typically 

cover three or four years and can also be triggered by changes in government, but it is not 

unusual for government to commit to programmes that run on well beyond the horizon of a 

Spending Review. 

 

In the context of regional and local economic development, there is considerable merit in 

spending programmes that are sustained over several years and sometimes take a while to 

come to full fruition.  The UK Shared Prosperity Fund needs to operate on the basis of 

multi-annual financial allocations of the longest practicable duration. 

 

 

 

How should the funding be allocated across the UK? 
 

The scale of EU funding presently going to the each of the four nations of the UK reflects a 

mix of factors: the EU’s allocation of regions into different categories, the allocation of 

funding within those categories, and the UK government’s decision last time round to share 

the small percentage reduction in EU funding equally across the four nations. 

 

EU funding is presently managed outside the Barnett formula.  This ensures that the 

allocations to the devolved nations are based on need rather than population – in particular, 

Wales’ share of the funds is much higher than its share of UK population – and also 

guarantees that the EU funds are additional to other public spending.  Like the EU funds it 

replaces, the UK Shared Prosperity Fund needs to be managed outside the Barnett 

formula. 

 

The devolved administrations have argued that there should be no reduction in funding as a 

result of Brexit, and the Conservative manifesto promised that at a minimum the UK Shared 

Prosperity Fund would match the EU funds going to each nation.  There is support for this 

approach in that the underlying economic geography of the UK has not changed radically in 

recent years.  A new formula would therefore probably result in modest adjustments but 

keep no-one happy.  The pragmatic way forward for Scotland, Wales and Northern 

Ireland would be to uprate their present EU financial allocations for inflation and roll 

them forward into the UK Shared Prosperity Fund. 
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How should the funding be allocated within England? 
 

In the 2014-20 EU funding round, each of England’s 38 Local Enterprise Partnership (LEP) 

areas receives a fixed financial allocation from the ERDF and ESF.  The formula 

underpinning the present allocation is complex, bringing together EU allocations to its three 

categories of regions (‘less developed’, ‘transition’ and ‘more developed’), the UK 

government’s decision to favour less prosperous areas within the last two categories, and 

financial allocations in previous EU spending rounds. 

 

There is logic in maintaining sub-regional allocations within England because local 

economies operate at this scale, generally spanning several local authorities but stopping 

short of standard statistical regions.  In practice, too, the economic diversity of England is 

especially marked at the sub-regional scale.  Within several regions there are both 

prosperous and deprived sub-regions. 

 

However, the case for rolling forward the existing sub-regional allocations is poor because 

the relative prosperity of areas has shifted (not least, three English sub-regions have slipped 

below the ‘75%’ threshold), because the statistics driving the 2014-20 allocations are highly 

dated and because there was a serious error in the allocations to the Liverpool and Sheffield 

City Regions (they were badly short-changed) which neither has forgotten. 

 

The contributors to the APPG Inquiry strongly supported a needs-based allocation formula in 

England.  Indeed, many were quite blunt in opposing any element of competitive bidding, 

which is seen as wasteful of time and resources, open to favouritism and likely to deflect 

from a strong focus on raising the performance of the less prosperous parts of the country. 

 

The Industrial Communities Alliance has undertaken experimental work using official 

statistics to explore whether it is possible to develop a relatively straightforward, robust 

formula that would deliver strong targeting of funding on the less prosperous parts of 

England. 

 

The first exercise involved two indicators: Gross Value Added (GVA) per head and the 

unemployment rate.  The results, which have been shared with government officials, 

confirmed that it is possible to develop a formula under which the North and Midlands, taken 

as a whole, would receive 68 per cent of the total funding for England compared to 65 per 

cent in the present EU spending round. 

 

A second exercise used two alternative indicators: productivity (measured as GVA per hour) 

and the employment rate excluding students.  The conclusion was once again that it is 

possible to develop a formula under which around two-thirds of the funding for England goes 

to the North and Midlands, and at the same time maintain strong targeting on the least 

prosperous sub-regions. 

 

The point here is that in England the replacement for EU funding should be allocated 

on the basis of need, using a robust formula and up-to-date statistics.  There is no 

practical obstacle to doing so. 
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EU Structural Fund* allocations to the UK regions in the present 2014-20 

spending round, €m 

 

 
Black Country    176.6  North Eastern   537.4 

Buckinghamshire Thames Valley   13.8  Northamptonshire    54.8 

Cheshire & Warrington  141.6  Oxfordshire     19.3 

Coast to Capital     67.0  Sheffield City Region  207.2 

Cornwall    590.4  Solent      42.9 

Coventry & Warwickshire  135.5  South East   185.1 

Cumbria      91.0  South East Midlands    87.9 

D2N2     244.0  Stoke & Staffordshire  160.9 

Dorset       47.1  Swindon & Wiltshire    43.4 

Enterprise M3      45.5  Tees Valley   201.7 

Gloucestershire     38.1  Thames Valley Berkshire   28.5 

Greater Birmingham & Solihull 254.8  The Marches   113.3 

Greater Cambridge & Peterborough   75.2  West of England    68.3 

Greater Lincolnshire   133.0  Worcestershire    67.8 

Greater Manchester   413.8  York & North Yorkshire   97.1 

Heart of the South West  117.8 

Hertfordshire      69.2  East Wales   406.6 

Humber    102.0  West Wales & the Valleys   2.005.9 

Lancashire    265.2 

Leeds City Region   389.5  Highlands & Islands  193.0 

Leicester & Leicestershire  125.7  Rest of Scotland  701.6 

Liverpool City Region   220.9 

London    745.4  Northern Ireland  513.4 

New Anglia      94.1 

 

*ERDF and ESF 

Source: HM Government 
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Where should the Local Growth Fund fit in? 
 

The potential inclusion of the Local Growth Fund complicates matters because it has so far 

been allocated between England’s LEP areas by competitive bidding and the geography of 

Local Growth Fund allocations has been quite different to EU funding allocations, with some 

of the larger per capita sums going to relatively prosperous areas.  The very large scale of 

some of the individual projects funded by the Local Growth Fund (e.g. road schemes) adds a 

further complication. 

 

There is a case for maintaining a degree of separation in the allocation of the EU and Local 

Growth Fund elements of the UK Shared Prosperity Fund, so that each can be used to 

pursue its own objectives with its own distinctive geography.  However, if there is a full-

blown merger with the Local Growth Fund there remains a strong case for a statistics-

driven financial allocation to sub-regions in England.  This would avoid the seemingly 

arbitrary outcomes of much competitive bidding and allow strong targeting on less 

prosperous parts of the country. 

 

 

 

What should the money be spent on? 
 

The purpose of the UK Shared Prosperity Fund has been defined by UK ministers as being 

“to reduce inequalities between communities”, and a focus on narrowing the differences in 

prosperity and well-being between places was endorsed by contributors to the APPG 

Inquiry. 

 

With wide differences in incomes, employment and output across the country, there is good 

sense in maintaining regional and local economic development at the heart of the 

objectives for the Fund.  ‘Inclusive growth’ – making sure the benefits of a growing 

economy filter through to the people and communities most in need – has an important place 

as well.  The Conservative manifesto promised that £500m of the Fund will be used to give 

disadvantaged people the skills they need. 

 

Beyond Brexit there will no longer be any need to be tied to specific objectives defined by 

the European Union.  Over the years the activities eligible for EU financial support have 

become more restrictive: whereas at one time it was normal to use substantial ERDF funding 

to support infrastructure investment, in most of the UK the focus in the present round has 

had to be on R&D, business support, the low-carbon economy and environmental 

improvement.  There are also tight restrictions on financial aid to businesses. 

 

The menu of activities on which EU funds can be spent has become too restrictive and the 

creation of the UK Shared Prosperity Fund allows a fresh start.  There is a strong case for 

greater flexibility in spending in order to tackle a wider range of regeneration issues 

than those presently addressed by EU funding.  Nevertheless, it is reasonable to expect 

that the spending plans of local partners will be a balanced portfolio. 
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Who should set the priorities? 
 

The present arrangement for managing EU funding is that the UK government draws up an 

overarching plan, in agreement with the European Commission, which includes separate 

parts covering the devolved nations.  Individual programmes and local plans are then 

developed within the framework of the UK plan and bids are invited for funding for specific 

projects. 

 

The UK Government can be expected to play an important role in defining the high-level 

priorities for the new Fund but it is also reasonable to expect that guidelines for the Fund as 

a whole are kept at a broad level and agreed with the devolved administrations.  However, it 

is local partners who know their area best and so long as their aspirations remain consistent 

with the wider objectives of the Fund, it is important that local partners are given 

flexibility to define the types of projects on which the UK Shared Prosperity Fund is 

spent. 

 

Scotland, Wales and Northern Ireland have their own well-developed economic strategies 

and national/regional plans, and powers independent of the UK Government, so it is 

important that the management of the UK Shared Prosperity Fund reflects both the spirit and 

the letter of the devolution settlement.  Indeed, as the APPG report proposed, there is a case 

for rebranding the Fund to reflect the responsibilities of the four nations, i.e. as UKSPF 

England, UKSPF Scotland, UKSPF Wales and UKSPF Northern Ireland. 

 

Within the framework of the agreed guidelines, in the devolved nations the UK Government 

needs to transfer responsibility for the detailed design and delivery of the Fund to the 

devolved administrations and their partners.  The local allocation of funding within Scotland, 

Wales and Northern Ireland is a matter for the devolved administrations. 

 

 

 

Who should manage the Fund in England? 
 

In England, financial allocations to each Local Enterprise Partnership (LEP) area look likely 

because this is the sub-regional geography for which administrative structures are presently 

in place.  However, whether the LEPs themselves are the appropriate bodies to administer 

the UK Shared Prosperity Fund is less clear. 

 

At present, the varied development and capability of the LEPs and the existence of 

combined authorities in some parts of England means that the management structure for EU 

funds varies from place to place, with central government still playing an important role in 

some parts of the country.  As the APPG Inquiry noted, some local authorities feel their 

expertise and capability is marginalised, and this view is not confined to England. 

 

The management structures for the UK Shared Prosperity Fund need to make greater 

efforts to engage local authorities.  Local authorities not only know their area well but also 

provide local democratic accountability. 
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Can the administration of the Fund be simplified? 
 

EU funding is presently regarded as something of a bureaucratic nightmare, with so many 

hurdles to overcome.  The need to simplify administrative processes – and speed them up – 

is widely recognised. 

 

Administrative simplification should in theory be easy to deliver, not least because the 

removal of the EU from the arrangements should at a stroke dispense with a layer of 

complication.  But simplification needs to go further and, in particular, government 

departments need to devolve more responsibility (and trust) to local players, 

especially where well-proven administrative structures are in place. 

 

There is a substantial body of experience in monitoring and evaluating EU-funded projects 

on which to build so there is no need to start from scratch in setting up procedures for the 

UK Shared Prosperity Fund.  Defining target outcomes can be trusted to local partners, who 

are best placed to identify what these should be, and a ‘one size fits all’ approach should be 

avoided. 

 

Administrative simplification, coupled to greater flexibility on spending priorities and local 

decision-making, should mean that the UK Shared Prosperity Fund delivers more jobs, more 

growth and higher incomes than the EU and UK funds it replaces. 
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Summary of recommendations 

 

 

 To replace the EU funding that would have come to the UK in the absence of 

Brexit requires a UK Shared Prosperity Fund budget worth just under £1.8bn a 

year. 

 

 If the Local Growth Fund is added into the UK Shared Prosperity Fund, the total 

budget needs to be worth £4bn a year. 

 

 The new UK Shared Prosperity Fund needs to be up and running for 1 January 

2021. 

 

 The UK Shared Prosperity Fund needs to operate on the basis of multi-annual 

financial allocations of the longest practicable duration. 

 

 Like the EU funds it replaces, the UK Shared Prosperity Fund needs to be 

managed outside the Barnett formula. 

 

 The pragmatic way forward for Scotland, Wales and Northern Ireland would be to 

uprate their present EU financial allocations for inflation and roll them forward into 

the UK Shared Prosperity Fund. 

 

 In England the replacement for EU funding should be allocated on the basis of 

need, using a robust formula and up-to-date statistics.   

 

 If there is a full-blown merger with the Local Growth Fund there remains a strong 

case for a statistics-driven financial allocation to sub-regions in England. 

 

 There is good sense in maintaining regional and local economic development at 

the heart of the objectives for the Fund. 

 

 There is a strong case for greater flexibility in spending in order to tackle a wider 

range of regeneration issues than those presently addressed by EU funding. 

 

 It is important that local partners are given flexibility to define the types of projects 

on which the UK Shared Prosperity Fund is spent. 

 

 The management structures for the UK Shared Prosperity Fund need to make 

greater efforts to engage local authorities. 

 

 Government departments need to devolve more responsibility (and trust) to local 

players, especially where well-proven administrative structures are in place. 

 



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 in 2007 by the merger of longer-standing associations dating back to the 1980s.  
Its role is to deliver funding and policies to enable economic, social and environmental renewal in the cities, 
towns and communities covered by its member authorities.

National Secretariat, 1 Regent Street, Barnsley, S Yorkshire S70 2EG
Tel: 01226 200768
Email: natsec@ccc-alliance.org.uk
www.industrialcommunitiesalliance.org.uk


