
As the UK leaves the European Union (EU), the UK Government 
must deliver a new deal for people living in left-behind places, so 
that they can build a better life for themselves and their families. 
The funding and design of the promised UK Shared Prosperity Fund, 
which will be created with money repatriated from the EU after 
Brexit, must be part of this deal.

Robert Tinker, Policy Officer, JRF

Key statistic
Currently, the worst-off places in the UK receive a total of £2.4 billion a year from EU Structural Funds. 
They must not be left behind as the UK exits the EU. The UK Shared Prosperity Fund must be part 
of a new deal for these places that delivers good jobs and higher earnings.

Recommendations
• The UK Shared Prosperity Fund should at least match the £2.4 billion a year that currently flows to 

communities across the UK as a result of EU Structural Funds. It must be additional to existing local 
growth funding and provide certainty for investment by using long-term funding cycles.

• The fund should be allocated on the basis of need and targeted according to the economic measures 
that matter for people’s living standards – the employment rate and earnings – and devolved to 
Scotland, Wales, Northern Ireland, and parts of England with strong governance arrangements.

• To promote inclusive growth and enable places to respond flexibly to local priorities, the fund 
should operate as a ‘single pot’, enabling capital and revenue streams to be co-ordinated, so that 
investments in enterprise, economic growth and good jobs can be combined with programmes to 
ensure that people on a low income are connected to new opportunities.
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Background
After the UK leaves the EU in 2019, it will lose access to a system of regional 
development funds known as EU Structural Funds – financial support to slower-
growing regions. The Government has committed to using resources repatriated 
during the Brexit process to create a new fund: the UK Shared Prosperity Fund. 
This fund has the potential to revitalise support for left-behind places and begin 
to address the discontent that was expressed in the UK referendum vote for Brexit.

This research makes the case for a fund more closely targeted on places that have been left behind by 
economic change, acting as a vehicle to make ‘inclusive growth’ a reality.

Key points
• In the EU referendum in 2016, the highest numbers of votes to leave the EU were recorded in 

the UK’s most deprived communities. As the UK prepares for Brexit, the creation of the UK Shared 
Prosperity Fund is an opportunity to address the discontent expressed in the vote to leave and make 
‘inclusive growth’ a reality.

• In recent years, the UK’s economic performance has improved, but not everywhere is benefiting. 
In some parts of the Midlands, for example, employment rates are more than 10 percentage points 
below the national average.

• Both continuity and reform are needed to focus the UK Shared Prosperity Fund on inclusive growth. 
The intensity of funding long-funding cycles and the principle of ‘additionality’ have been successful 
features of EU Structural Funds and should be replicated. But the new fund should be more targeted, 
devolved and flexible.

As the UK prepares to leave the EU, the Government should 
commit to replacing funds for less prosperous places
When the UK leaves the EU, it will lose access to EU Structural Funds. In total these are worth £2.4 billion 
a year to places that have been left behind by economic change: £1.2 billion from the EU, matched by 
public and private sources.

Over time, EU Structural Funds have provided a critical line of funding for social and economic 
development in less prosperous communities. Between 2014 and 2020, Cornwall and the Isles of Scilly 
will have received around £248 per head each year from this source (including associated match funding), 
with Tees Valley and the North East of England respectively having received £70 and £64 per head 
annually. West Wales and the Valleys and the Highlands and Islands of Scotland will have respectively 
received around £234 and £94 per head (including associated match funding) over the same time period.

Poorer communities cannot afford to lose this funding. Evidence shows that EU Structural Funds have 
improved outcomes by supporting innovative programmes for social and economic development that 
would not have otherwise gone ahead.

The Government has committed to using resources repatriated after Brexit to create a new fund, known 
as the UK Shared Prosperity Fund. This is an opportunity to revitalise and reform the UK’s system of 
support for slower-growing places. But to date there has been little detail on how this fund will be 
resourced or work in practice.

As a matter of priority, the Government should commit to at least matching the current level of EU 
Structural Fund spending, with resources that are additional to existing local growth budgets, with 
a multi-year commitment to enable longer-term planning.



The vote to leave the EU was a vote for a new deal
The UK’s employment rate has recently hit record highs, but some places remain locked out of this success 
story. For example, parts of the Midlands, such as Birmingham, Leicester, Nottingham and Sandwell, 
have employment rates more than 10 percentage points below the national average, and the gap has 
been widening.

The UK Shared Prosperity Fund should prioritise places which are further behind, using a combined 
measure of the employment rate and level of pay of the least well off. Places such as Derry City and 
Strabane, Nottingham, Blackburn, Sandwell, Middlesbrough and Rochdale have the most ground to make up 
(see Table 1). These areas must be prioritised if the UK is truly to have an economy that works for everyone 
and evidence shows that public policy has a key role to play in improving economic outcomes for people in 
these places.

Table 1: Ten local authorities with the lowest score on a combined index of 
lower‑quartile pay and employment

Local authorities Pay (£ per week) Employment rate (%)

Blackburn with Darwen 324.9 65.0

Causeway Coast and Glens 370.0 60.0

Derry City and Strabane 320.6 57.0

Leicester 332.9 63.9

Liverpool 363.3 63.0

Middlesbrough 349.9 64.2

Nottingham 339.5 62.0

Rochdale 351.8 64.2

Sandwell 348.1 63.4

Wolverhampton 342.3 64.5

GB 390.5 73.9

Note: Pay and employment rates are three-year rolling averages, 2015–17. Analysis is by residence.

Sources: Employment: Annual Population Survey (October to September), rate for 16–64 year olds.
Earnings: Annual Survey of Hours and Earnings, lower-quartile gross weekly pay of full-time workers.

The EU referendum put a spotlight on these economic disparities, and for people in less prosperous 
places, the vote to leave the EU was a vote for change. The creation of the UK Shared Prosperity Fund 
presents the Government with an opportunity to begin to redesign investment for slower-growing 
places and answer the discontent that was expressed in the vote to leave.

The UK Shared Prosperity Fund should be focused on driving up 
pay and employment in less prosperous places
Eligibility for funds from the UK Shared Prosperity Fund should be determined on the basis of the 
economic measures that really matter for the living standards of the least well off in society: the 
employment rate and lower-quartile earnings. Employment matters because work remains the best route 
out of poverty but, in recent years, in-work poverty has been rising so it is crucial to look at earnings 
alongside employment.

The Government has stated that the objective of the UK Shared Prosperity Fund will be to increase 
productivity across all parts of the country. But productivity is not an end in itself. An economy in which 
everyone is given the chance to contribute to and benefit from the nation’s prosperity needs both more 
and better jobs, with people on a low income able to take up these opportunities. This is the foundation 
of what the Joseph Rowntree Foundation and others have called ‘inclusive growth’.



Accomplishing inclusive growth relies on flexibility, due to the variation in economic performance across 
the country. Achieving sustained productivity increases is one part of the equation: there is a relationship 
over time between higher productivity, earnings growth and living standards. However, in many local 
economies, the priority is to increase employment and it is less clear that boosting productivity alone will 
achieve this.

Resources from the UK Shared Prosperity Fund should be allocated according to need and weighted 
towards the places with the most ground to make up. This assessment should be made at local authority 
level so that the high levels of need in some places are not masked by their better-off neighbours. 
However, local authorities should not deliver the fund – this should fall to more strategic city regions or 
sub-regions.

Devolution should give places control
Among the places with the most ground to make up, the experience of the past 15 years has varied 
widely. Places such as Glasgow, Hartlepool, Liverpool, Manchester and Merthyr Tydfil have experienced 
higher than average rates of growth in employment and pay, albeit from a relatively low base. Other 
areas such as Birmingham, Blackburn, Blackpool, Rochdale and Swansea have faced a widening gap, as 
employment and pay rates have grown more slowly than the national average. This variation underlines 
the need for areas to be given more control of the tools to unlock inclusive growth in their communities 
– this requires devolution.

The UK’s departure from the EU presents a new dynamic in the existing devolution settlements with 
Scotland, Wales and Northern Ireland. There is a need to build mutual trust in the process by which 
resources from the UK Shared Prosperity Fund are determined and allocated. It should be done outside 
of the Barnett formula. While the employment rate and lower-quartile pay should be the key economic 
measures, the precise methodology and thresholds should be openly and transparently negotiated 
between the three devolved administrations and the UK Government using the formal machinery of 
government, such as joint ministerial committees. Once allocated, there should be no reduction in the 
freedoms of the devolved administrations to design programmes for their area.

Within England, design and delivery should occur at the city-region or sub-regional level. This is 
because the economic footprint of an area extends beyond local authority boundaries, and the creation 
of economic opportunity in one area can benefit those living in a neighbouring area. But this requires 
sub-regional structures that can deliver. Responsibility for the design and delivery of the UK Shared 
Prosperity Fund should be devolved to combined authorities and metro mayors where they exist. Where 
they do not, responsibility should be devolved to Local Enterprise Partnerships (LEPs) where they can 
demonstrate their capability, high standards of financial stewardship, transparency and commitment to 
inclusive growth. Where an LEP is unable to do this, the UK Government should set out criteria and 
agree bids in partnership with the LEP, with devolution following as capability improves.

Delivering inclusive growth also requires flexibility in the way funds are deployed. The UK Shared 
Prosperity Fund should operate as a ‘single pot’, enabling capital and revenue streams to be co-ordinated, 
so that investments in physical and economic developments are complemented by programmes to 
provide people with skills and employment support. It must enable innovation so that we can learn more 
about what works in places which are further behind, through a process of testing and learning.



For further information
The full report, Prosperous places: designing the UK Shared Prosperity Fund by Robert Tinker, is published by the 
Joseph Rowntree Foundation. It is available as a free PDF at www.jrf.org.uk
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Conclusion
In response to the discontent expressed in the EU referendum vote, the Prime Minister made a bold pledge: 
to build a country that works for everyone. As the country prepares for Brexit, a fifth of our population 
are locked in poverty. This is unacceptable. It is only right that the Government takes action to enable more 
families to build a better future for themselves, no matter where they live. The UK Shared Prosperity Fund 
could become a symbol of the Government’s belief in a country in which nobody is left behind.

About the project
This report presents research on how the Government’s proposed UK Shared Prosperity Fund can invest in 
places that have been left behind by economic change, putting into practice the idea of ‘inclusive growth’.
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