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London Councils response to the All-Party Parliamentary Group on Post-Brexit 
Funding for Nations, Regions and Local Areas 

 

Summary 

London Councils welcomes the APPG’s focus on the replacement for ESIF, the UK 

Shared Prosperity fund (UKSPF). Any consideration of how the UKSPF will operate 

needs to begin with a focus on the scope and desired outcomes of the fund, and what 

this means for the UK’s regions.   

London is different. It is both a region of the UK and by far the largest of England’s 38 

Local Enterprise Partnership (LEP) areas, with over 8,500,000 people and a quarter of 

England’s Gross Value Added (GVA). 

London government is also not the same as elsewhere, with the boroughs working in 

partnership with the Mayor and the Greater London Authority, a system that has been in 

place for nearly two decades. This means that structures have bedded down and 

regional capacity built to a much greater degree than in other cities in England. This is 

reflected in London’s autonomy managing European Structural and Investment Funds 

(ESIF). The GLA is ‘Intermediate Body’ for both the European Social Fund (ESF) and the 

European Regional Development Fund (ERDF), and five of the six local Co-Financing 

Organizations (CFOs) in England are based in London. 

This independence has shaped the way in which European funding has historically been 

used in London. While most LEPs split their ESIF allocations equally between ESF and 

ERDF, London has a 75:25 percent split in favour of ESF. This reflects London’s below 

average employment rate and its share of some of the most deprived wards in the 

country (often adjacent to the wealthiest). If future funding were to mandate a split 

between employment and skills support and business / low carbon programmes, or 

prioritise one over the other; this would ignore the reality of life in London.  

London’s governance arrangements have allowed the capital to shape and deliver 

programmes which are innovative, effective and meet the needs of residents. These 

programmes have ranged from large scale projects that act as key social infrastructure 

such as the Work and Health Programme and the newly-devolved Adult Education 

Budget, to a range of competitive projects funded through the Good Growth Fund. A 

centralized approach would put this at risk, swapping a nuanced and tailored approach 

for a blunt instrument.  

Clarity is needed quickly from government on what the proposed UKSPF will look like in 

practice to ensure that the learning, experience and resources from the operation of 

ESIF are not lost in any transition or gap between ESIF and UKSPF.  

We look forward to working closely with government to build a UKSPF that works to reduce 

inequality and support those who need it most across the UK. 
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 Responses to questions set by APPG 

Overall budget 

1. What would be an appropriate annual budget for the new UK Shared Prosperity 
Fund? 

We would fully expect the annual budget for London to be of equivalent or greater value to 
ESIF in order to maintain current levels of service delivery in the initial stages of 
implementation. Over time we would expect this to rise to reflect increasing costs as a result 
of inflation, increases in in-work poverty and the higher costs of living and poverty in London.  

 

2. Should there be a multi-annual financial allocation, and if so why and for how long? 

The long time frames for ESIF have enabled London to create a series of programmes and 

funding streams that work for us. London has been able to administer the funding in a way 

that works for a range of programme types, achieving different outcomes. London has taken 

a mixed approach, setting up long term programmes to address structural issues alongside 

smaller targeted schemes. This flexibility should be maintained and strengthened.  

UKSPF in London should be sufficiently flexible and responsive to enable: 

 Links to be made with other devolved programmes, such as the Adult Education 

Budget and Work and Health Programme, and integration with other local services, 

including local government and voluntary provision. 

 New and innovative approaches to be tested to deal with entrenched problems to 

support public service reform, with a mix of shorter and longer- term funding. 

 Changes to be made in response to impact and evaluation data. 

 Ease of access for providers of all sizes and sectors. 

These flexibilities should be core aspects of a framework for the devolved delivery of the 

UKSPF.  

 

3. Would it be appropriate to roll in other budget lines (e.g. the Local Growth Fund in 
England) into the UK Shared Prosperity Fund? 

Bringing together budgets can allow local areas to plan more effectively for large scale 
projects, removing artificial boundaries between funds and reducing unnecessary 
administration. It can enable local government to use funding streams strategically and 
innovatively.  

However, much would depend on the way in which it was administered and whether local 
areas would be given full control over how this larger fund is spent. UKSPF is an opportunity 
to provide full devolution to local areas. In London this would mean funding received and 
commissioned by London government (the boroughs and the Mayor), reflecting its unique 
governance arrangements. 
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Allocation across the country 

4. How should the UK Shared Prosperity Fund be divided up between the four nations 
of the UK? 

N/A 

5. Would rolling forward the existing shares going to England, Scotland, Wales and 
Northern Ireland be a sensible way forward? 

N/A 

6. Should the allocations within the devolved nations be an entirely devolved matter? 

Yes 

 

7. In England, should the funding to local areas be allocated by an appropriate formula, 
and if so what are the best statistical measures? 

The government’s focus on tackling economic inequalities through the UK Shared Prosperity 
Fund and the Industrial Strategy is welcome. Growth and prosperity should be shared by all 
the UK’s residents and it is clear that UKSPF should be divided between areas based on 
need.  

Gross Value Added (GVA) has been mooted as a potential means of measuring this 
inequality, but this is not an appropriate metric to decide funding split as it takes no account 
of the residents within an area, only the levels of economic activity.  

For example, Tower Hamlets, one of most deprived borough areas in the UK with high levels 
of poverty, is in close vicinity to two of the UK’s most productive areas – Canary Wharf and 
the City of London. Any allocation of funding based on GVA or similar methods would 
unfairly penalise Tower Hamlet’s residents. A model based on GVA risks disadvantaging 
London residents in a similar manner.  

London Councils and the GLA support the use of the Index of Multiple Deprivation as a fairer 

system for measuring levels of inequality in the UK. The IMD focuses on the data which 

measure people’s quality of life income, employment, education, health, crime, housing and 

the living environment, building a clearer picture of actual levels of need. Using this measure 

to determine allocation would provide a more accurate and nuanced view of need in the UK.  

 

8. Is there any role for competitive bidding between areas for funding? 

London Councils is not in favour of competitive bidding for the UK Shared Prosperity Fund. 
The fund which it will replace is currently a key funding stream for London, underpinning 
many forms of social infrastructure. Shifting to a funding model based on competitive bids 
would undermine the current stability granted by ESIF, which has allowed London to deliver 
long term ongoing projects such as the Work and Health Programme. These programmes 
can then be integrated as part of a wider strategic service provision.  

Competitive bidding is a resource intensive process which works best for smaller and more 
innovative projects rather than long term and strategic social infrastructure programmes.  

Importantly, the use of competitive bidding would also mean that the fund was not based on 
levels of need, a key aspect of any ambition to tackle inequality.    

The UKSPF should be distributed at a national level using a formula based on need, with 
local areas given the ability to commission and delegate the fund as they deem appropriate. 
In some cases regional managing authorities may wish to introduce a competitive element 
for some aspects of the funding stream, but this is a decision that should rest with them.   
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9. In England, should sub-regions (e.g. LEP areas, combined authorities) be the basis 
for financial allocations, as with EU funding at present? 

The regional geographies represented by LEPs and combined authorities have proven 
broadly effective delivery areas for ESIF. However, in larger areas such as London, which 
covers the largest population and economy in the country, it has sometimes proven difficult 
to respond effectively London’s diversity and local issues.. 

The UKSPF should introduce governance arrangements which formalise the involvement of 
local authorities in the funding process. In London this would mean funding decisions should 
be taken by London government (the government and the Mayor) with advice from business 
and other stakeholders.  In larger LEPs such as London, flexibility to further devolve the 
delivery and administration of funds to a sub-regional level (such as a group of local 
authorities with a single responsible lead) should be possible for either the entirety or 
aspects of the fund.  

Whatever the arrangements, a review of the number of separate commissioners involved in 
the UK in handling ESF, ERDF, ESIF should be undertaken as soon as possible, with a view 
to simplify the process.  

 

Activities to be supported 

10. As with present-day EU funding, should economic development and convergence 
remain the primary objectives of the new Fund? 

The objectives should be framed in a way that most people understand which creates trust 

and buy in to the fund. One of the problems of the ESF and other regeneration funds is the 

lack of awareness of what programmes deliver.  

To counter this - whatever description or words are used it should reflect what the issues 

and problems are that people in the UK are facing e.g. poverty which people face in work. 

London Councils believes that the broad focus of current EU funding, with its focus on 
economic growth and individual development as a tool to reduce inequality, has proven 
useful and should be retained in any future funding scenario.  

The UKSPF should continue to frame its objectives in these broad terms, enabling strategies 
which combine infrastructure and social development to achieve a common goal – inclusive 
growth and prosperity for all.  

 

11. Are there activities beyond the scope of present-day EU funding that should be 
supported? 

The UKSPF’s overarching and broad objectives should be set at a national level, with local 

areas given the ability to refine and specify what this looks like on the ground. This would 

give local areas the ability to decide whether activities meet the nationally set policy 

ambitions, enabling tailored and effective programmes.  

Devolution of funding will drive innovation and increase performance through the resultant 

pluralism of approaches that will be used. This pluralism will drive experimentation and 

innovation. Whilst some ideas will succeed and others will fail, the constant testing will drive 

up standards overall. There should be public transparency about performance so that local 

areas can learn from each other and drive up performance across the country. 
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Current ESIF requirements are sometimes restricted, with schemes designed to fit guidance 

rather than to suit local populations. Flexibility should be built in to replacement funding to 

allow it to adapt to a rapidly changing world, and take in to account social and economic 

changes such as the growth of the gig economy and the rise of in-work poverty. 

London has a strong track record of using Structural Funding innovatively, transparently and 

without major compliance issues. For example, our innovative ERDF-backed ‘Financial 

Instruments’ have created successful recyclable loan and equity investment funds for small 

businesses and green infrastructure; attracting attention and awards from across the world.  

Our ERDF projects harness our big world-class research institutions to help entrepreneurs 

and vice-versa; and sell London digital and creative innovation here and abroad. 

The government should consider the impact that governance, reporting and audit 

arrangements have on shaping activity undertaken. The narrow and sometimes restrictive 

requirements of ESIF have had an undue impact on the shape of the programmes funded, 

as schemes are designed to fit guidance rather than meet the needs of local populations.   

 

12. Should there be guarantees that specific activities supported at present by EU 
funding (e.g. ESF support for training) will continue to receive funding? 

The broad focus of ESIF priorities has allowed local areas to shape prevision to suit local 
need. In London that has meant a greater weighting in EU funding towards ESF (75:25 
ESF:ERDF), reflecting the significant skills and employment support needs. This should be 
protected through giving local areas the ability to focus funding on issues which matter to 
them within a broad framework of priorities set by national government. 

In the current system ESF is particularly effective at targeting those groups Jobcentre Plus 
does not access, such as economically inactive people who are not claiming benefits. It is 
natural that DWP focuses its employment support on its customers, namely active benefit 
claimants. But many of the most disadvantaged people in society do not engage with DWP 
employment support, and without other support these groups are unlikely to be able to move 
out of poverty. 

This approach should be retained – with priorities developed in a co-design process by local 
and central government, with the opportunity for stakeholders (including providers) to feed in 
insights in to what does and does not work. The specific activities which sit beneath these 
priorities should not be mandated, allowing local areas to adapt to issues specific to their 
geographies, or to tackle new and growing issues. For example, London has seen a 
significant rise in in-work poverty and self-employment beyond that experienced elsewhere. 
The UKSPF can be used to stimulate innovation to support these areas.  

 

Management 

13. As a UK fund, should the UK government set the broad guidelines for the priorities to 
be supported by the Shared Prosperity Fund? 

As the source of the funding, it is appropriate that national government is able to set the 
broad policy objectives for the UKSPF. However, these should be overarching goals giving 
local areas significant flexibility to design services in a manner which fits in with local area 
needs and existing provision. The government should set out the intent and set the tone for 
how the funding will be used – innovation, partnership, commitment to long term investments 
in programmes in order to foster trust with communities. 

 

14. What role should the devolved administrations play in setting the broad guidelines? 
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Given the fund’s emphasis on reducing regional inequality, it is appropriate that there is a 
mechanism for devolved administrations in Scotland, Wales and Northern Ireland to feed in 
to the broad guidelines. A similar feedback system should be developed to incorporate 
regional views in London and other areas. In London this should be the GLA and London 
Councils, representing the two tiers of local government in the capital.  

 

15. How should the impact and desired outcomes of the Fund be defined and measured? 

This responsibility should lie with local areas, who are best placed to define and monitor 
outcomes.  

 

16. How can the promise that the Fund will be “cheap to administer, low in bureaucracy” 
best be delivered? 

Some ESIF programmes have been innovative, and all have acted as core aspects of much 

of London’s social infrastructure. However, it is also true that that it has proven to be a 

complex and audit-heavy funding model, which has sometimes been further complicated by 

the UK government. For example, in the Work and Health Programme a balance has had to 

be struck in order to marry DWP’s and the GLA’s different interpretations of EU guidance.  

This has meant that programmes have not always lived up to their potential as resource and 

time has been spent ensuring that programmes meet the significant compliance 

requirements. This has not only be a diversion of resource but also a restricting factor in 

accessing funding for many organisations, as well as making it difficult for more unusual 

interventions or testing out new approaches and ideas.  

UKSPF should be used as a fresh start, and a chance to rationalise the bureaucracy burden.  

Reviewing the current arrangements, commissioners and the proportion which is spent on 

management / monitoring and commissioning would be valuable. National government 

should seek to simplify the commissioning and audit process that is currently in place to 

meet EU requirements and other governance arrangements.  In London for example, there 

are over 6 different commissioners of European Funding – is this the optimal way of 

managing and administering funding in the future? 

This bureaucracy can often deter providers that are the most effective support mechanisms 

for communities that have the greatest needs. Charities are also able to attract funding and 

giving which other sectors are unable to and in London there is the opportunity to think 

creatively with charitable trusts of businesses and charities to co-design and fund activity in 

the future. Many smaller organisations currently struggle to meet the steep administrative 

burden of European funding.  

Important steps are needed to radically reduce the bureaucracy and cost of administering 

the UKSPF. However, there are some elements for the current system which are worth 

retaining, including a seven year funding allocation, which allows local areas to plan over 

longer periods.  

Government should also consider how the fund could be used to develop a robust evidence 

base for ‘what works’ in reducing inequality and encouraging good growth. This should 

include exploring options for tracking performance using low-burden techniques such as 

tracking income of participants through HMRC Real Time Information.  

 

17. Where should local authorities fit into the management of the new Fund? 
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In London, the boroughs are granted some influence through the seat reserved for a 
borough representative on the LEAP Board and the LEAP ESIF Committee. However 
beyond this it can be difficult for the boroughs to formally engage in the ESIF design 
process. This ignores the significant expertise that boroughs hold, working with some of the 
most vulnerable people in the UK. Local authorities are experienced in designing, 
commissioning and delivering services to promote economic growth and reduce inequality 
and need a bigger say in how the fund is used. This expertise should be considered and 
utilised when developing the new management arrangements in UKSPF. Boroughs have a 
unique capacity to convene charities, colleges, providers, businesses and residents to 
design and deliver projects, as well as drawing together the services local authorities already 
deliver such as health, education and housing to create wraparound support. Local 
authorities have much to offer as generators of new ideas. 

UKSPF should introduce new governance arrangements in local regions to formally 
incorporate a route through which boroughs can influence the delivery of the UKSPF. In 
London this would mean London government – both the Mayor and the boroughs – being 
able to make decisions on how the fund it delivered and used The Managing Authority in 
local areas should also have the ability to devolve the Fund further, either to individual local 
authorities or to sub-regional groupings of authorities.  

 

18. How should programmes and projects be monitored and evaluated? 

National government should set a ‘light touch’ set of minimum standards, guidance and 

regulation on how funding is spent. This should include: 

- No specification on payment mechanisms.  

- Only limited collection of Management Information to central government, focusing 

on outcomes.  

- No requirement for match funding, freeing up opportunities for smaller local actors 

with limited budgets to bid in to UKSPF opportunities.  

- Reduced audit and monitoring requirements, aligned with other domestic funds.  

The UKSPF needs to build on what has made ESIF such an important funding stream – its 

focus on long term societal improvement, its broad focus and its local flexibilities.   


