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submissions are therefore presented not as expert opinions from practitioners but from an
educated public that is both informed and engaged with the broader issues relating to the
UK'’s relationship with the EU.
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1. Introduction

This report is an attempt to answer the question “To what extent have UK places,
companies and workers benefited or not benefited from EU structural funds?” It will
try to give a general assessment of this issue, and consequently of the issue on
whether the funds would be more beneficial if managed at the national level, mainly
by gathering and analysing reports and consultations created by governments or
assemblies in the UK. They often draw conclusions from evidence submitted by civil

society, companies, and local authorities.

2. The structural funds

There are two European structural funds. The European Regional Development Fund
(ERDF) provides “support for the creation of infrastructure and productive job-
creating investment”, and the European Social Fund (ESF) tries to integrate
unemployed sections of the population into working life (Europa, n.d.). The funds
have three main objectives: convergence between regions, regional competitiveness
and employment, and European territorial cooperation (European Movement UK
2010). The structural funds for the period of 2014-2020 will be distributed to the
European regions as a function of their level of development, giving proportionally
more money to less developed regions (GDP < 75% of EU average) and transition
regions (GDP from 75 to 90% of EU average) than to more developed regions
(European Commission, n.d.). Local or regional authorities are in charge of the
selection and the financial management of funded projects, with the approval of the

Commission (Department for Business, Innovation & Skills 2013a p.15).



3. Benefits of the structural funds for UK places,

companies and workers

For the period 2007-2013, the Department of Business, Innovation and Skills (BIS)
estimates that the structural funds have helped create approximately 50,000 jobs and
20,000 businesses, and have supported more than 1,300 researches and technical
developments in the UK (BIS 2013b). Authorities from the four regions in charge of

the allocation of the funds have provided many reports showing their benefits.

The Scottish Government wrote in a response to the Commission that Scotland has a
‘long and successful record of using structural funds” (Scottish Government 2008
p.1) which was later confirmed by the Scottish European and External Relations
Committee (2012 p.18). These assertions are empirically supported. An example is a
study led by Hall Aitken (2012) that showed that ESF funds were very efficient in

Scotland in targeting and helping disadvantaged people in the labour market.

In Wales, the WEFO, Welsh European Funding Office (2013) states that 287 projects
have been supported since 2007, and that could help provide 23,000 opportunities
for businesses and over 620,000 employment and training opportunities. The
Guilford Report analysing the impact of the funds for 2007-2013 explains that “the
performance of Wales in the use of Structural Funds is already successful” (Guilford

2013 p.33).

Northern Ireland seems to have benefited from the funds as well. The Department of
Finance and Personnel (2010) stated that the region has an “increasing prosperity

[...] measured against average European Union wealth”.



Structural funds have also benefited England. By June 2013, the ERDF will have
aided in the creation of 12,751 new businesses and about 55,000 new jobs in local
areas (Department for Communities and Local Government 2013). Also, an
independent case study focused on the regions of Manchester and Newcastle stated
that “current ESF delivery is seen as contributing to addressing employability and

skills issues” (BSI 2013c p.5).

4. Areas of improvement

Governments, local authorities, companies and civil society nevertheless point toward
areas of necessary improvement to increase the benefits of the funds for locations,

companies and workers. The most frequently expressed demands are the following:

- a reduction in the difficulty needed to comply with the Commission or the regions’
requirements, including numerical targets (Guilford 2013 p. 27).

- increased freedom for local authorities in the allocation of funds, in particular in
England (a complain which was recognised, as from 2014 in England, all the funds
will be directly allocated by the Local Enterprise Partnerships (LEP) (Cable 2013))

- a reduction in the administrative burden linked to the managing of the funds
(Scottish Government 2008 p.4)

- a better integration of the two funds (BSI 2012 p.13)

- a reduction of the excessive expertise required to access the funds for small
businesses (Scottish European and External Relations 2012 p. 8)

- a higher focus on the private sector (FSB Wales 2013 p. 8)


https://www.gov.uk/government/organisations/department-for-communities-and-local-government

- a more accurate allocation of the funds (an estimated 59% of the funds may have
been allocated by error in 2011 according to the European Court of Auditors (2012

p.127))

All these reforms do not criticize the funds in themselves, but ask for a maximisation

of their benefits.

5. Would a renationalisation of the funds be beneficial?

e Structural funds in the UK

The Commission (2013) statistics show that in 2012, the UK received €1,279.2
million of structural funds out of a total of €38,773 million provided to all Member
States. From 2007 to 2013, the UK received 3.1% of the all regional funds (European
Union Committee 2008 p.20). This chart shows how the UK’s share of the structural

and cohesion funds has decreased over time (BIS 2013a p.18)

UK share of Cohesion policy appropriations- %
(of ERDF only to 1988, of all Structural Funds and
Cohesion Funds from 1999-2020
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Comparing the small share of the funds allocated to the UK with the contribution of
the UK to the European budget in 2012, which represented 11.61% of the total (HM
Treasury 2012 p.12), could lead to negative conclusions about the impact of the
structural funds in the UK. Of 37 British regions under the EU’s classification system,
only two are net beneficiaries of the funds (Open Europe 2012 p.3). It could therefore
be more beneficial for UK locations, companies and workers if some of the funds

were renationalised.

e Arguments for a renationalisation

The think tank Open Europe (2012) made a strong argument for the renationalisation
of structural funds dedicated to richer countries of the EU, and thus limiting the funds
for use only in countries with a GDP below 90% of the EU average (It should be noted
that funds given to poorer regions of the EU are not contested as they benefit UK
companies and workers by fostering the development of stronger markets for UK
products abroad (CBI 2013 p.12)). Open Europe estimates that 25% of the funds in
the UK are redistributed to the region where they were raised, making the European
intervention useless. It can also seem senseless that with this system, rich countries
give money to other rich countries (Edwards 2012). In 2011, the UK Government
supported the following statement: “Cohesion funding should therefore focus on
stimulating economic development in Member States where income per capita is far
below the EU average” (European Commission 2011 p.2). Open Europe estimates
that all UK regions would receive a 45% increase in subsidies with this partial
renationalisation, but this figure has been largely contested. A member of the

Department for Finance and Personnel of the Northern Ireland Assembly estimated in



2009 that the region would get about the same amount of funds if they were directly

administrated by the UK (Committee for Finance and Personnel 2009).

e The greater benefits of structural funds allocated by the EU

Several convincing arguments seem to prove that, even though the UK Government
could benefit from such a renationalisation, this would not be the case for UK places,
companies and workers. In written evidence for the Communities and Local
Government Committee of the House of Commons (2012 ev.33-36), Steve Fotherqill
points to the fact that if the funds were allocated by the government, there would be
no guarantee about their future, as different parties could make different decisions.
Moreover, even if the UK Government continued administrating funds to the regions,
it could not ensure that this money would be used for regional development, because
it is a policy where, under the devolution settlement, Westminster cannot impose
decisions on regions. In a context of cuts in public expenditure, this increased
uncertainty would be damaging for businesses and workers looking for long-term
investment and stability. In a report in 2010, the European Union Committee of the
House of Lords expressed this: “we do not support withdrawal of the ESF from the UK
and other more prosperous Member States, at any rate not without a clear indication
of what would follow in its place” (European Union Committee 2010 p.45). Another
point is important. The Commission, by fixing conditions on the distribution of funds,
and monitoring and assessing their use, ensures that they are allocated to
sustainable businesses. Though governments may consider this a way of controlling
their policies (Pignal 2010), and companies as an obstacle to obtaining funds, it
ultimately helps companies develop in the long-term and creates sustainable jobs.

Grahame Guilford noted that “many project sponsors report that they have gained



valuable experience in meeting their compliance obligations” (Guilford 2013 p.28).
This may explain why organizations representing businesses like CBI (2013) are
convinced that the benefits of EU funding are higher than its costs. Trade Unions
have been in support of the structural funds as well. Frances O’Grady (2013), TUC
General Secretary, recently affirmed that “Europe has historically balanced the
interests of free trade, open markets and companies with those of citizens, workers
and trade unions”. Trade Unions would probably not be satisfied with a
renationalisation and consequently uncertainty about the funds. The Funds at the EU

level represent a security for both companies and workers.

6. Conclusion

UK places, companies and workers have largely benefited from the European
structural funds, which have helped to create infrastructure, businesses and jobs. For
the reasons mentioned above, it seems more beneficial to keep the funds at the EU
level, as a renationalisation of the funds distributed in the UK would lead to

uncertainty about their future.
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