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_________________________________________________________________________ 

 

URRY: Last week, when the Olympics and the British weather 

were making the headlines, a new report from a committee of MPs was published which 

questioned the Government‟s handling of economic regeneration for some of the most 

challenged areas of the UK.  It barely got a mention, but what‟s at stake is a £1 billion of 

European grant aid at a time when it‟s never been more needed in some of our poorest towns 

and cities. 

 

BETTS: These are areas which are suffering anyway.  They 

tend to be suffering economically at this time, so to also have them suffer from a lack of 

European money being spent on them, I think, would be a complete disaster for those sorts of 

areas. 

 

URRY: So what‟s the problem?  Tonight File on 4 investigates 

what impact Government cuts are having on access to the vast pot of EU money for local 

regions to help them regenerate - the European Regional Development Fund. The MPs warn 

ministers they must take urgent steps to deliver on Government promises to secure this 

important funding stream.  And with the Eurozone crisis still far from over, there‟s a new 

debate about how to use these funds to get European economies back on their feet.  But how 
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URRY cont: much attention is it getting, as politicians prefer to 

haggle about who gets what from the pot?  

 

ZULEEG: There is unfortunately very little discussion on the real 

fundamental issues of what do we need the money for, what can we do better.  All of these 

things are being swept aside in the negotiations on who gets the biggest pot of money. 

 

SIGNATURE TUNE 

 

ACTUALITY IN MARKET  

 

TRADER: [Shouting]  ... small eggs for only £2 here today, small 

eggs only £2. 

 

URRY: Market day in the South Yorkshire town of Rotherham.  

Coal and steel once made it wealthy, but the decline of those traditional industries as major 

employers has left the local economy depressed.  Empty shops in the High Street tell a tale of 

decline, and even in the market, where people come to search out bargains, traders are finding 

it hard to make a living. 

 

TRADER: This business were absolutely marvellous a year or two 

since, and if you look round now at this market, it is two-thirds empty. People are very very 

careful with their money.  That is why these small eggs are £2 a tray. 

 

URRY: How many do you get in a tray then? 

 

TRADER: There‟s thirty eggs, two and half dozen, but now we‟re 

having to do them at £2 to attract a bit of custom.  There is a big drop in profit margin there, 

isn‟t there? 

 

URRY: But you‟re getting by, are you?  Or not? 

 

TRADER: If you see this business and what it used to take and 

what it takes now, it‟s dropped.  £400 a day.  It‟s gone from £1,000 to £600. 
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URRY: So what has business been like for you then? 

 

WOMAN: Recently, not very good.  Very slow, very quiet.  My 

turnover‟s dropped by about 40%, 50%, which is quite a lot, yeah. 

 

URRY: 50%? 

 

WOMAN: 50%, yeah.  Massive, massive drop, yeah.  Last Friday, 

I got here about quarter past seven, worked till about half past five, and by the time I‟d paid 

everything out, I earned myself about £3.50.  And it‟s like you‟re doing it for nothing some 

days.  It‟s just not good, just not good. 

 

URRY: You can‟t live on that, can you? 

 

WOMAN: No, no. 

 

URRY: The local MP, Labour‟s Dennis McShane, is worried 

these market traders might be forced to join the lengthening dole queue, as unemployment 

rises. 

 

MCSHANE: It‟s just crept back over 10%.  It‟s awfully sad.  Very, 

very big youth unemployment, of course, because there simply aren‟t the jobs there.  And so 

many of the Rotherham businesses actually were dependent on Government contracts - 

rebuilding a hospital, providing catering or security, training people, upgrading the windows 

of every council property in the borough.  So although they were private sector enterprises, 

actually they depended on the taxpayers‟ dosh for their profits and for creating employment. 

And now that that tap has been completely turned off, it‟s really hard times. 

 

ACTUALITY ON MARKET 

 

GREENGROCER: Two boxes of English strawberries - £1.  Three pounds 

of best bananas .... 
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URRY: So prices are low because people are poor. The town 

needs regenerating, to attract inward investment, and to grow.  It does have a plan. 

Rotherham Renaissance is a 25 year programme aimed at transforming the town centre. To 

do that will cost £2 billion of public and private sector investment. Some was to have been 

provided by the European Regional Development Fund, or ERDF.   

 

ACTUALITY BY RIVER DON 

 

URRY: The Weirside project is sited by the River Don.  

£8 million, half of it from Europe, was to be spent here doing up derelict land. 

 

GREEN: This is a key riverside location and to our left we have 

got the new local authority building, we‟ve got the magistrates court and police station, so 

obviously this was going to be a key link through to the civic centre within Rotherham.  And 

obviously with being desirable riverside location, it was going to be a main strand of the 

development.  But as you can see, it‟s just a derelict piece of land now that is a bit of an 

eyesore and just a bit of a car park, and there‟s probably no chance of being developed to the 

benefit of Rotherham and the people. 

 

URRY: You‟re stuck with it? 

 

GREEN: Absolutely.  

 

URRY: Adrian Green used to work at Yorkshire Forward, the 

former regional development agency, helping to deliver the Weirside project.  He was in 

charge of the Agency‟s ERDF programme.  Rotherham thought the project was a done deal. 

Plans had been drawn up, the money was on the table. But the Government scrapped regional 

development agencies, and Rotherham got caught in the fallout.  Adrian Green says there was 

more than £200 million still to be spent across the region when Yorkshire Forward folded. 

  

GREEN: If you talk about the single programme investment that 

Yorkshire Forward were going to make, approximately 2010 when the Coalition came in, I 

mean obviously budgets had to be cut.  From Rotherham‟s investment programme, you‟re 

talking somewhere between £35, £40, £45 million worth of public expenditure that was cut 
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GREEN cont: from Rotherham‟s programme, and obviously that 

would have provided a great deal to rectify eyesores and car parks as we‟re seeing now. 

 

URRY: It must be hard to see how Rotherham move forward 

then? 

 

GREEN: It‟s difficult.  It‟s an unfortunate situation that has 

arisen, and it‟s a real shame.  It‟s a real shame, because, I mean, Rotherham has missed out 

on so many things before, and its history around mining and steel, those industries have 

suffered over the last twenty, twenty-five years, and so an amount of regeneration in 

Rotherham, to generate aspiration, would have been fantastic, but obviously things are now 

on hold. 

 

URRY: But why couldn‟t the town continue with its plans to 

develop the site helped by European cash?   Under EU rules, any money put up by Brussels 

has to be matched by a contribution from the local area. Rotherham, like almost everywhere 

else in England, had to find 50% of the total cost. It was the Regional Development Agencies 

which mainly provided that match funding. But when the Coalition Government scrapped the 

RDAs, money the agencies had been given for co-financing deals, like the Weirside project, 

was cut under austerity measures.  That left Rotherham Council trying to scrape together the 

cash. They didn‟t stand a chance, according to local MP Dennis McShane. 

 

MCSHANE: Rotherham local council is having to take billions out 

of its budget all the time. I was talking to our Chief Exec and he said since arriving here three 

years ago, all he has done is work on an ever-shrinking budget.  So I‟m afraid with the cuts – 

and local authorities have taken a far bigger hit proportionally than many other bits of the 

public sector – there is absolutely no money to spare or spend.  They are just struggling to 

keep a club going for people with Alzheimers.  When you‟re faced with those troubles 

because of government cuts, the idea you can lift your head to a starry European horizon and 

find lots of money to bring into the borough, that‟s just silly. 
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URRY: Rotherham Council are sensitive about their 

regeneration difficulties.  They refused to be interviewed for this programme. But faced with 

public sector cuts and the disappearance of a pot of Regional Development Agency funds to 

match EU grants, the town‟s plans for Weirside on the River Don were sunk. And it‟s not just 

a problem for South Yorkshire.  There‟s around £1 billion worth of ERDF grants available in 

the current funding round for local areas to use. Little wonder the Local Government 

Association, which represents councils in England and Wales, has voiced its concerns that the 

pipeline from Brussels, pumping around £9 billion into the UK regions over this latest six 

year spending period, has become fractured.  A recent survey by the LGA suggested two-

thirds of councils are concerned about the availability of match funding.  More than half of 

those surveyed had projects that, just like Rotherham, had fallen through or were at risk of 

doing so.  David Sparks, a Labour councillor who speaks for the LGA, argues the ERDF is 

vital to help see projects through. 

 

SPARKS: The European Regional Funds in particular have 

always been valuable for local councils for two reasons.  Number one, because they are large 

sums of money and number two, because they are over a seven year period, so you don‟t get 

the typical English disease or British disease of short-term cutbacks, so if you‟ve got the 

money you can plan over a seven year period and this enabled you to do really large scale 

projects with a lot more confidence than would otherwise be the case.  And European 

Structural Funds are particularly important in regenerating large areas. 

 

URRY: Isn‟t the bigger problem though that there simply isn‟t 

the money around to match what the Europeans put up, and that‟s part of the rules? 

 

SPARKS: Yes. At this particular moment in time, 2012, that is a 

big problem, and in 2013 it‟s probably going to continue to be a problem.  Our argument has 

to be fundamentally with the Treasury, that we need this money and we need the match 

funding and therefore you‟ve got to be a lot more sophisticated in how you approach public 

expenditure in the UK. 

 

URRY: It‟s a problem troubling a committee of MPs which has 

been taking evidence on ERDF. Only last Friday it published a report which called on 

Government to take urgent steps to make it easier for projects to secure match funding.  The 
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URRY cont: chairman of the Communities and Local Government 

Committee, Labour‟s Clive Betts, says it‟s the most deprived areas which have been hit 

hardest.  

 

BETTS: These schemes, by their very nature, are in the poorer 

parts of the country, often in areas where there is complete market failure and nothing is 

going to happen without some public money being put in there. So these are areas which are 

suffering anyway.  They tend to be suffering economically at this time, so to also have them 

suffer from a lack of European money being spent on them, I think, would be a complete 

disaster for those areas. 

 

URRY: Of all the written and oral evidence that you took, 

which was the bit that worried you most? 

 

BETTS: I think it was the fact that some of the poorest areas 

were the ones having real problems getting match funding together, and a worry that some of 

the most important schemes for those sorts of areas may be the ones that slip off the edge of 

the table in the end. 

 

URRY: That all sounds a bit of a dogs dinner. 

 

BETTS: It could potentially be so. What we‟re saying is we 

think there can be improvements, and one of the improvements is a discreet amount of match 

funding to make sure the very best schemes go ahead. 

  

URRY: Does it sound as though the Government is listening? 

 

BETTS: From what I have heard so far, perhaps not, but we can 

continue the argument.  If we have got a good case to make - and we think we have - we‟ll 

continue to make it.  

 

URRY: The Government takes a different view. Baroness 

Hanham, the minister responsible for ERDF, doesn‟t accept there‟s a shortage of match 

funding. She po ints to other sources of potential finance which are now available. 
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HANHAM: Well there is the Regional Growth Fund and the 

Growing Places Fund are the two main funds that the Government has introduced. The 

Regional Growth Fund has been difficult for some projects to get approval, and in fact quite a 

small number have been approved through that. But the funding is there and if it can be 

matched then it can be used for matched funding. The Growing Places fund is less restrictive 

and that can be used as well. 

 

URRY: A Select Committee finds that poorer areas are 

struggling to get their hands on matched funding, so why is that? 

 

HANHAM: Well, in fact Rotherham had a new station opened only 

earlier on this month which had European Regional Development Fund supporting it. 

  

URRY: Sure, but we have just been to a patch of waste ground 

by the river Don in Rotherham which lost its European grant, lost its match funding.  It‟s now 

a tatty old car park. It was supposed to be part of a whole riverside development that the town 

so badly needs. 

 

HANHAM: I don‟t know the total details, but if it‟s had match 

funding and that vanished, then if they can put forward another project, then I‟m sure they 

have a reasonable project, they can go ahead with it.  

 

URRY: Whitehall has been encouraging councils to band 

together to try to use their collective borrowing power to raise the cash for match funding, as 

well as steering them towards the Government‟s new funding streams.  But for   

John Tomaney, Professor of Regional Development Studies at the University of Newcastle, it 

won‟t be anywhere near enough to replace what‟s been cut. 

 

TOMANEY: The resources available through the Regional Growth 

Fund represents about a quarter of what was available to the Regional Development 

Agencies.  But it‟s a very complicated picture to know exactly what finance is available.  I 

mean, the only thing we can say with total confidence is that it‟s considerably less than was 

the case hitherto. 
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URRY: Can you put a figure on the amount of money that‟s 

been taken out of the system? 

  

TOMANEY: No, I can‟t put a figure on it. 

  

URRY: Can anybody? 

  

TOMANEY: No, I don‟t think that that figure exists.  What we have 

is a problem the size of which we don‟t yet know. 

  

URRY: That seems an extraordinary position to be in? 

 

TOMANEY: It‟s another one of the sort of mounting issues that 

confront the English regions at the moment, that they‟re facing the most severe economic 

crisis in a context where the resources they need to tackle this are more and more difficult to 

access. 

 

URRY: For some, that pressure is taking its toll. 

 

ACTUALITY OF BUSKER 

 

URRY: At Preston in Lancashire, a busker tries to cheer people 

up. It‟s a city which isn‟t fulfilling its potential.  Yet Preston needs to be a key player in the 

wider Lancashire economy.  It‟s had its share of knockbacks, even prior to the current 

difficulties of getting grants to help it rebuild.  A major shopping centre plan, first launched 

ten years ago, finally collapsed last November.  Another plan by the authorities was to use 

European cash to help improve public spaces around historic buildings in the centre, to tempt 

private sector investors to come in. The core central area is the Flag Market, outside the 

Grade I listed, neo-classical Harris Museum. 

 

MCKENNA: This would have been totally different, because this 

square, the public realm would have been improved, regenerated, so you would have had a 

very European feel to it and a very modern feel, and I think that‟s what‟s lacking.  It‟s being 

creative, being cultural, so you would have added to the retail and lifestyle mix an element of 
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MCKENNA cont: culture.  There would have been opportunities for street 

theatre, it would have been a very active, vibrant area, this, whereas we‟re stood here now 

and there‟s just nothing happening. 

 

URRY: The ambitious plan never happened because Preston too lost 

its match funding - for £3 million of ERDF money to do up the Flag Market and adjacent 

areas.  The consequences are stark, according to Frank McKenna, a former Lancashire 

County Councillor who now runs an organisation that speaks for many of the businesses in 

the city. 

  

MCKENNA: It would have been a real big important boost, you 

know.  It‟s great looking towards the Harris Museum, you turn around and you‟re basically 

looking at a row of shops which wouldn‟t inspire anybody. 

 

URRY: Well, half of them aren‟t open anyway, are they, they‟re all 

empty? 

 

MCKENNA: Exactly.  Half aren‟t open, there are charity shops, there‟s  

pound shops. 

 

URRY: Businesses are leaving the city centre now, aren‟t they? 

 

MCKENNA: Yes.  My fear is that unless and until some regeneration and 

real investment is made into the city centre, we may even see those firms and companies that 

have stuck with Preston during that decade of inactivity start to look outside, go to the retail 

parks and abandon the city centre.  And the last thing we need is to lose businesses that are 

here already.  We need to start to attract more investment and more businesses into the centre.  

I can‟t see any real activity at this moment in time that would give me an awful lot of 

optimism that that‟s going to happen in the shorter term.  

 

ACTUALITY AT TOWN HALL 
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URRY: It‟s the city council which have got to pick up the 

pieces from all this and they are operating in a very difficult economic environment.  To find 

out how challenging that is, we‟ve come to the town hall. 

 

ACTUALITY OF DOOR CLOSING 

 

LOVATT:  We‟re going to see our planning division that actually 

runs the funding section. 

 

URRY: Through a series of doors.  So how many people in this 

office actually do this kind of work? 

 

LOVATT:  At present there is one in this office. 

  

URRY: Mick Lovatt is the authority‟s Director of 

Environment. He‟s been battling with the system to try to find other money to recover the lost 

European grants for the Flag Market. 

 

LOVATT: It was about £1.8 million that was available through 

the European pot and we were trying to put together a similar amount through other sources, 

which just proved too difficult. 

 

URRY: Why is it so difficult? 

 

LOVATT: Well, Preston City Council, for example, have recently 

lost 27% of its revenue cash available through the austerity measures brought forward by this 

Government, so 27% for a council the size of Preston is phenomenal, it‟s huge.  We‟re one of 

the big losers out of the austerity package.  And once you‟ve got your revenue contributions 

clipped to such an extent, it limits your potential for borrowing, because you can‟t raise the 

revenue to pay back the borrowing as easily. 

 

URRY: Government has put other funds up, hasn‟t it, for 

councils to try to utilise, so why can‟t you put packages together through that? 



-  12 - 

LOVATT: Different emphasis, I think, is probably the main 

reason, as well as the scale.  For example, the North West Development Agency had 

hundreds of millions of pounds at its disposal throughout its life.  We‟re talking tens of 

millions now available is the scale of the difference.  The funds available are very limited and 

they‟re primarily centred on schemes now to get people working, so it‟s job creation, it‟s 

training opportunities.  And if you‟re doing things like public realm improvements, they 

don‟t readily translate into job creation and training. 

   

URRY: For most local authorities, hacking their way through 

the jungle of rules and regulations attached to each funding source has always been difficult.  

But now Preston‟s finding it even tougher. 

 

LOVATT: It‟s a huge effort to try and tap into a funding stream 

like ERDF, but the bigger the ERDF pot that you‟re trying to access, the more of the match 

funding side that you clearly need and that is the difficulty.  

 

URRY: That is where the effort goes – it‟s trying to pull 

together that match funding which used to come out of one big pot which you have now got 

to hunt around for? 

 

LOVATT: Yeah, and assembling the bid to be able to bid for 

ERDF is particularly difficult, because the more funding streams you access, the more timing 

criteria you come up against.  For example, you could access £50,000 from X and that has a 

deadline for bid submission of July. You could access a funding stream from Y with a 

deadline of June. And you can‟t do the July one without the June one and you can‟t do the 

June one without the August one, so it‟s very difficult to actually line up the dates for 

submission, and then the audit process and the monitoring process is beyond that. Because 

the more funding streams you‟ve got, the more complicated it is.  

 

URRY: And after the local government cuts, how many people 

have you got left to do this kind of intensive work? 

 

LOVATT: I would think no more than four people doing this 

intensively at the moment, perhaps three and a half. 
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URRY: What would you have had in years gone by? 

 

LOVATT: City council would have had probably about a dozen 

people doing this sort of work in the past. 

 

URRY: One-third of the capacity doing much more of the work 

at a time of austerity doesn‟t leave Mick Lovatt in a strong position to get his hands on badly 

needed European grants to help sort out the city centre.  The council has come up with a 

smaller scale plan for redevelopment now and must hope that its attempts to forge 

partnerships with other local authorities and its LEP will start to produce results for Preston.  

But while rundown towns and cities struggle to scrape the money together to try to get access 

to a billion pounds worth of European aid, there could be a winner in all this if they can‟t get 

it spent - Her Majesty‟s Treasury.  Professor David Bailey is an economist who is chair of the 

Regional Studies Association, a learned society which analyses policy. He says any leftover 

EU cash will end up going back to central Government. 

 

BAILEY: Previously money would go to the RDA and they 

might say provide £10 million to a town centre redevelopment, there might be £10 million 

coming from Europe through European Regional Development funding.  The Government 

cuts the £10 million expenditure that went through the RDA, they immediately saved  

£10 million, but the £10 million that previously would have come from Europe doesn‟t 

disappear completely.  That comes back into the coffers of the Government if it‟s not spent, 

so in effect you‟re cutting the budget deficit by £20 million.  So from a budget deficit point of 

view, cutting that, that‟s very clever. 

 

URRY: Treasury would approve of that? 

 

BAILEY: Absolutely ,and I think that‟s largely what has driven 

this, but from an economic development and growth point of view, it‟s not a very clever thing 

to do because the Government effectively is cutting Government expenditure by £10 million, 

but the net impact on expenditure in a locality is at £10 million plus, the loss of a match.  It‟s 

a £20 million cut in investment for a local community, so from a growth point of view it‟s 

pretty dumb.  
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URRY: Local Government minister, Baroness Hanham, insists 

the Treasury won‟t get its hands on any unused ERDF money, because it‟s all going to be 

spent. 

The Treasury has done all right out of this, hasn‟t it? It got money back when the austerity 

cuts were made. 

 

HANHAM: No, the Treasury has not, the Treasury has not ... 

 

URRY: But spending on regional development was cut? 

 

HANHAM: The Treasury does not get back the money.  We intend 

to spend all the money that is available. Where the match funding comes from there are now 

alternative sources.  Some money was lost out of the single pot, but most of the projects that 

were involved with that have found alternative funding.  Alternative matched funding. 

 

URRY: So the Treasury wins out of this? 

 

HANHAM: There is alternative match funding available.  

 

URRY: Hmm, but how much? 

 

HANHAM: I‟m afraid I can‟t tell you that.  We have got European 

Regional Development Fund projects all across the country, and as long as they fulfil the 

criteria of the European Regional Development Funds and then they will look for match 

funding, and if those projects are appealable, then they can usually build that match funding 

up.  I mean, we have got 98% of the European Regional Development Fund funding for the 

2007–2013 programme in place with committed match funding. 

 

URRY: The Communities and Local Government Committee 

says the pressing need to spend each region‟s ERDF allocation before 2015, or face losing it, 

increases the risk that value for money will suffer and that the Fund will not make the impact 

it might have done.  And that‟s also a concern for other European countries. At a time of 

crisis in the Eurozone, some are finding it difficult to meet their obligations to make the right 
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URRY cont: level of contribution.  So a special rescue plan has been 

launched by the European Commission.  

 

ACTUALITY ON TRAIN 

 

URRY: File on 4‟s come to Brussels to find out more about it. 

  

ACTUALITY OF BUILDING NOISE 

 

URRY: In the middle of the city, they‟re building a new 

headquarters for the European Council, an institution which defines the general political 

direction of the Union.  But on the opposite side of the street there‟s a much bigger 

construction job to be done. There, at the European Commission, they are managing the EU 

budget and the Commission has had to step in to put some Member States in emergency 

programmes of macroeconomic assistance. Part of that involves using ERDF money, offered 

at more favourable rates. 

 

VAN LIEROP: There are problems for countries which have been 

cash-strapped like Greece, Portugal, like Ireland, like Romania, like Latvia.  We‟ve lowered 

their co-financing rate. 

 

URRY: Ton van Lierop, who speaks for the Commissioner for 

Regional Policy, says they‟ve had to respond to the Eurozone crisis by keeping the match 

funding rate for some as low as 5%. But he insists they won‟t hand over the money without 

some level of contribution. 

 

VAN LIEROP: We see that in those Member States projects are now 

getting off the ground.  On the other hand, we will not simply say, „Here‟s the money for that 

period, don‟t pay anything in yourself.‟  We need to have a shared management and a shared 

ownership.  If you don‟t have any co-ownership, there is a higher risk that they think, well, 

okay, this is a project from Europe, we just have to spend it and we don‟t have to be an owner 

of the project ourselves.  If they are investing themselves, if they are involved financially, 

there is a better guarantee that everything is done according to the rules and that it has the 

maximum effect for the economy. 
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URRY: This is one of the conundrums, isn‟t it, of this sort of 

financial instrument, is that at the time when the money is needed the most, it‟s the most 

difficult to deploy.  Poorer countries need it more, they‟ve got less capacity to draw down the 

money. 

 

VAN LIEROP: Partially that‟s true but we‟ve lowered the co-financing 

rate.  We need a certain co-financing.  If you only to pay in 5% yourself of the total sum, that, 

for those Member States, is a possibility they have.  It is possible for them to do it. 

 

URRY: Doubtless Rotherham or Preston would welcome 

match funding at 5%, but as low as that is, it‟s still a struggle if you are Europe‟s most 

challenged economy.  

 

ACTUALITY IN GREECE – SOUNDS OF EXPLOSIONS 

 

REPORTER: Late into the night, buildings in central Athens were 

burning.  Empty shops, cinemas and cafes all set on fire.  

 

URRY: Before the crisis and the protests it provoked, Greece 

had more money from the Structural Funds than any other European State.  Now the 

Commission‟s had to appoint a special task force to help the Greeks sort out what to do about 

their stalled economic development. More than 60% of its 20 billion euro ERDF funding 

remains unspent, piling up because Greece is broke and couldn‟t get its act together.   

Dr Vassilis Monastiriotis, an economist at the Hellenic Observatory, part of the London 

School of Economics, says up to now, EU money had been making an impact. 

 

MONASTIRIOTIS: There‟s huge improvement in the transport 

infrastructure, especially roads, motorways and areas that were not connected or that it would 

take six and seven hours to get to ten years ago, you can now reach within a couple of hours, 

so there‟s huge improvements in infrastructure. 

 

URRY: But some of these roads have ground to a halt, hasn‟t 

it? 
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MONASTIRIOTIS: Absolutely.  And now part of the objectives of the 

taskforce and of the new Government is to accelerate the construction here.  Nobody 

anticipated the severity of the crisis and many of the construction companies that were 

running these projects just became unable to find the financial resources to continue the 

construction, because they couldn‟t get the money from the banks.  This issue needs to be 

resolved and at least the Government says that it‟s in its priorities to do so. 

  

URRY: According to the Hellenic Observatory, with one year 

to go, Greece has only been able to allocate 36% of the 20 billions currently available, and it 

still hasn‟t spent all the money it got from the previous round, which began in 2000.  That‟s 

why some are now saying the European Regional Development Fund needs a thorough 

overhaul. 

 

ZULEEG: For the future have to think very hard about how we 

design future structural funds programmes so that they can function well in a crisis like the 

one we are seeing at the moment. 

 

URRY: Fabian Zuleeg is the chief economist for Brussels 

based think-tank, the European Policy Centre and works closely with decision makers in 

European institutions. He‟s concerned that current political manoeuvring about setting the 

next EU budget means re-tooling growth funds like the ERDF is being overlooked. 

 

ZULEEG: I believe there should be a fundamental re-think of 

these funds.  We do not have many financial instruments available at the European level and 

this is a big pot of money.  It is the second biggest pot at the European level.  But the problem 

is that the regional funding question is directly tied into the overall budget negotiations and 

we are very likely to see very little progress because Member States are generally not willing 

to move very far. 

 

URRY: What sort of reform do you have in mind then? 

 

ZULEEG: We need to think very carefully about how we can 

address the impact of the crisis.  For example, in certain countries, where we have problems 

on some basic public services such as education and such as healthcare, I think it would be 
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ZULEEG cont: useful to be able to allocate the funds to these kind of 

public services rather than insisting on project-based funding, which is lower, which will take 

a lot longer to implement. 

 

URRY: It‟s supposed to add value though, isn‟t it, not replace a 

national government‟s funding on their public services? 

 

ZULEEG: Absolutely, but the question is, if you are in an acute 

crisis situation, how far you can really add value if your basic public services are breaking 

down.  There is unfortunately very little discussion on the real fundamental issues of what 

should we be doing at the European level, what do we need the money for, do we really need 

the amount of money we‟ve got, what can we do better?  All of these things are being swept 

aside in the negotiations on who gets the biggest post of money. 

 

URRY: A decision on the budget will take months. A handful 

of richer Member States, including the UK, are wrangling over how much contributions 

should be. But in Britain there‟s a recommendation about a much more radical change for the 

ERDF. 

 

PERSSON: You can actually create a much more effective system 

if the richer EU Member States ran their own regional spending policies.  The UK would 

actually be better off in net cash terms.  It would have more money to spend on its regions 

than what is currently the case. 

 

URRY:    Mats Persson is the director of the think-tank, Open 

Europe. The organisation produced a report calling for an end to a kind of money merry go 

round, whereby the UK pays into a pot in Brussels, but only gets some of it back to spend on 

its own regions.  Open Europe says of the overall UK contribution of around 30 billions to 

the current programmes, 70% goes to other Member States, 25% is redistributed within the 

same UK region in which the funds were raised, and only 5% is redistributed between 

Britain‟s richer and poorer areas.  It calculates, for example, taxpayers in places such as the 

West Midlands hand over £3.55 for every pound they get back. 
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PERSSON:  The European funding, which really is UK taxpayers‟ 

money coming back to Britain, let‟s not forget that, are also based on a very sort of one-size- 

fits-all criteria, which doesn‟t necessarily take into account pockets of poverty within larger 

regions, so in that sense there is not an entirely clear-cut correlation between the relatively 

wealth of a region and the amount of funding that it gets by the European Union.  And in 

some cases, like in Wales and Cornwall, there is but then a lot of cases such as, you know, 

relatively poor areas such as the West Midlands, for example, they are big net contributors to 

the ERDF.  They lose out from this redistribution scheme, so they are actually not at all 

winners from having these funds re redistributed by Brussels in the first place. 

 

URRY: You‟ve done a breakdown of some of the figures, 

haven‟t you?  What do they show? 

 

PERSSON: Well it shows that under the EU‟s classification system 

of regions, the UK contains 37 different regions, and 35 of those 37 are actually putting more 

cash into the ERDF than what they get back, so they are net losers from this system.  

 

URRY: Changing that is also an attractive proposition for the 

Communities and Local Government Committee, which in its new report recommends the 

UK presses for reform within the EU.  Labour‟s Clive Betts, who chairs the committee, 

agrees Britain must continue to make a contribution to help poorer Member States, but he 

argues the remainder of the money should stay at home. 

 

BETTS: There is quite a bit of money that we send to the 

Commission and they send back to us to be spent on the poorest parts of the United Kingdom. 

Now what we said was that that seems to us just an over-bureaucratic way of doing things, to 

send it to Brussels and send it back again. Why not have a situation where that money simply 

stays in the United Kingdom?  

 

URRY: Regions worry though that they will be sold short by 

this move? 
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BETTS: Yes, I can understand the concern and that is why we 

have said that if this was going to happen, it wouldn‟t be simply a question of the UK 

Government keeping the money here, full stop. They would have to commit to the full seven 

years of spending, they‟d have to commit the same amount of money and they would have to 

commit to spending it on the poorest regions. With those provisos in place, those cast iron 

guarantees, the only way you could do it is with the UK Government getting agreement from 

the European Commission to follow those guarantees, then I think it would be safeguarded 

and you‟d get better value for money. 

 

URRY: So with potential savings available, will the 

Government be pressing for reform?  The minister with responsibility for ERDF, Baroness 

Hanham, wasn‟t prepared to commit to that. 

 

HANHAM: In order to do that, you have got to get every European 

country to sign up to it, because it‟s a completely different way of doing it, and if we were 

going to do that, then we would still have to contribute to Europe the sum of money we do at 

the moment, but hold on to the amount of money that we would get back, but that‟s not - and 

the Select Committee understood that - that is not a possibility within the next round. It might 

be from 2020 onwards.  

 

URRY: No, but the question is, are you going to push for that 

in the future? 

 

HANHAM: We have got to wait and see, I think. It depends how 

things develop over the 2014–2020 programme.  We are already looking for less money to 

come back to the wealthier countries and more to go to the poorer countries, so there are 

changes which will come about within the next programme. 

 

URRY: So you‟re not going to commit to that more radical 

idea at the moment anyway? 

 

HANMAN: I don‟t think I‟m in a position to do so.  



-  21 - 

URRY: Any future move to repatriate regional funding to the 

UK is likely to be met with opposition from the European Commission. Ton van Lierop, who 

speaks for Regional Policy, argues the current arrangements work well for local areas. 

 

VAN LIEROP: Of course you have a system where indeed you have 

more money for poorer regions, because they need to catch up.  On the other hand, it is an 

investment in the internal market as well. 

 

URRY: But what sense does it make for a taxpayer sitting in 

the West Midlands to be paying £3.55 for every £1 they get back?  It just doesn‟t seem to 

make economic sense. 

 

VAN LIEROP: But perhaps they would not get any money from 

London, from Whitehall if there would not be any European funding available, and we are 

ensuring that money is well spent all over Europe, in the interests of all Europe, so there is an 

internal market factor, and two-thirds of all exports in the EU for all countries, including 

Britain, are done within the EU.  The exports of Britain to Ireland are bigger than the exports 

of Britain to China, Brazil and the United States combined.  So you still have very much a 

regional economy in Europe, and investing in that regional economy is in the interests of all 

Member States.  It could well be that if there would be no match funding or funding available 

from Brussels that a Member State will not invest in a region, in a richer Member State.  You 

have to .... 

 

URRY: Well it could be, but that‟s down to national 

governments and democracy at work, isn‟t it? 

 

VAN LIEROP: That‟s true, but the regions all over Europe are 

expressing their fear that this will not be happening if there will not be any European funding 

available.  That goes for regions in all rich Member States.  And no region has the guarantee 

for wealth forever.  You have to keep investing.  The best way to do it is to do it with a 

strategy and with a financial possibility or instrument like regional policy investing in all 

regions. 

 

ACTUALITY IN BRUSSELS 
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URRY: In the coming months, attention here in Brussels will 

be focused on setting the next EU budget, and that will determine the amount of money 

available for growth funds like the ERDF.  But bigger questions are beginning to emerge 

about the way that money is deployed and the impact it needs to have. As the evidence in this 

programme shows, at a time when they need it most, poorer Member States find it harder to 

spend.  And with many regional economies continuing to struggle, that‟s a problem which 

European decision makers may need to resolve.    
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