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2.4 These figures represent only part of total Government spending on these 
functions in each region.  Comprehensive information on identifiable spending by 
function in each region, both capital and current, is set out annually in Public 
Expenditure Statistical Analyses.1 Total identifiable spending on service by function and 
region for 2004-5 is set out in Annex D.   

2.5 Rail expenditure will be included, as details become available – both on 
franchises and on infrastructure, where it can be associated with one or more specific 
regions – in any future regional funding allocations. Work is in hand to obtain these 
details by December 2005. For reference, the estimated pattern and scale of expenditure 
on rail by region, on most recently available data, is set out in table 8.19 of the Public 
Expenditure Statistical Analyses, 2005. 

2.6 In the consultation responses, it was suggested that other funding streams 
should be included in this process, such as skills funding, English Partnerships 
programmes and European budgets. Depending on the evaluation of the regional 
funding allocations exercise, the Government will consider the scope to include other 
funding streams in the future.  The Government is keen to ensure that regions continue 
to have the opportunity to input on other policy areas of relevance to regional economic 
performance and will be inviting them to submit advice on wider areas of policy 
development and spending in due course.  For reference, details on Learning and Skills 
Council (LSC) regional skills budget is set out in Annex C. 

Long term planning assumptions 

2.7 In addition to the three year allocations, the Government recognises that 
planning in, and across, the three key areas would benefit from longer-term planning.  
Therefore, for the purposes of instilling realistic, longer term planning, planning 
assumptions are being provided by projecting forward the prevailing distribution of 
resources at flat real growth, using the Government’s inflation target which is 2 per cent. 
The figures are set out in Annex D.   

2.8  As well as submitting advice on priorities based on the regional allocation and 
planning assumption figures given in Annex D of this guidance, regions should also set 
out how such advice could change given a high case of 10 per cent more funding per 
annum and a low case of 10 per cent less. This exercise is intended to help refine 
regional priorities and aid planning for circumstances where actual funding varies from 
the base planning assumption and does not imply boundaries of future funds. 

2.9 Advice based on these planning assumptions needs to be realistic.  As such, it 
must respect overall funding assumptions, be based on realistic costings and recognise 
other fiscal constraints, including the split between capital and current spending and 
responsibility for any contingent liabilities. 

2.10 The long term planning assumptions are indicative only and the final decisions 
on the actual three-year allocations - both in aggregate and as distributed between 
regions – continue to be decided through the normal public spending allocation 
process. 

 
1 HM Treasury, Office of National Statistics, Public Expenditure Statistical Analyses, 2005, March 2005. 
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Preparing advice 

3.1 Given the diversity of priorities and institutional arrangements, the Government 
does not intend to prescribe the process which regions should adopt to allow for 
effective priority setting and preparation of advice. The Government also acknowledges 
that there is no single organisation or group of organisations that can speak on behalf of 
the people of the region as a whole. As the representatives of central Government in the 
English regions, the Government Offices will act as facilitators for this process. They will 
aim to establish a process which engages a wide range of regional stakeholders, to 
ensure that the region benefits from the widest possible evidence-base, and to create 
conditions in which a consensus can emerge. 

3.2 Advice will be more credible if it arises as a product of a wide consensus, and 
reflects the full range of evidence contributed throughout the regions. It is important 
that regions make clear exactly which organisations have endorsed the final advice; 
recognising that a consensus view within limited resources often requires individual 
organisations to compromise their first-best priorities. 

3.3 Regional Development Agencies (RDAs) and Regional Assemblies will have a 
particularly important role to play, given their role in formulating the Regional 
Economic and Regional Spatial Strategies and the fact that the RDAs’ powers and 
responsibilities in respect of their Single Budget will remain unchanged. The Regional 
Observatories will have an important role in supporting the evidence base. Other 
regional, sub-regional and local bodies and stakeholders, including the business 
community, the voluntary and community sector and local government, should also be 
brought into the process to ensure that the advice reflects relevant interests and 
concerns. Regions should also consider how their proposals fit with inter-regional 
strategies, which affect their region, such as the Northern Way Growth Strategy. At the 
same time, regions should consider sub-regional elements, including for example 
Growth Areas in the relevant regions. 

3.4 In London, the institutional governance framework is different to other English 
regions.  Since 2000, there has been a directly elected Mayor of London, who is 
responsible for transport and economic development through Transport for London 
and the London Development Agency. Therefore, the Government will take this forward 
separately with the relevant London bodies. 

3.5 The Government Office contacts for each region are as follows: 

East of England – Sarah Wordingham, Sarah.Wordingham@goeast.gsi.gov.uk 

East Midlands – Martin Gorman, MARTIN.GORMAN@goem.gsi.gov.uk  

North East – Jim Darlington, JDARLINGTON.GONE@go-regions.gsi.gov.uk 

North West – Jo Lappin, JO.LAPPIN@gonw.gsi.gov.uk 

South East – Mark Bilsborough, Mark.Bilsborough@gose.gsi.gov.uk 

South West – Nick Oatley, Nick.OATLEY@gosw.gsi.gov.uk 

West Midlands – Elizabeth Charlton, elizabeth.charlton@gowm.gsi.gov.uk 

3 ADVICE ON REGIONAL FUNDING 

ALLOCATIONS 
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Yorkshire and the Humber – Margaret Jackson, margaret.jackson@goyh.gsi.gov.uk 

Criteria for advice 

3.6 To maximise influence on decisions taken, the Government would expect the 
advice from the regions to be: 

• evidence-based - it is critical that priorities identified by regions are based 
on robust regional evidence;   

• agreed within the region – as set out above, the Government will take into 
account the range, depth and quality of the advice and who has signed up 
within the region. As far as possible, regional funding allocations advice 
should represent a regionally-agreed view of priorities;   

• realistic - it is important that cost estimates are robust and proposals have 
been tested for deliverability. Advice that does not respect the planning 
assumption will be disregarded; 

• consistent - it is important that the advice to the Government is consistent 
with wider national policy objectives and takes into account current regional 
and local strategies except where robust evidence is presented for different 
priorities.   

3.7 The Government’s national priority objectives and targets are set out in 
departmental Public Service Agreements (PSAs). In the case of RDAs, the new Tasking 
Framework sets out the PSA targets to which RDA should contribute; regional economic 
performance, productivity (including rural productivity), regeneration, tourism, small 
business support, sustainable development and others. In addition to the PSA targets 
set out in the RDA Tasking Framework, regional funding allocations are expected to 
support transport and housing related PSA objectives and targets.1 Regional funding 
allocations may also contribute to other PSA targets. Greater weight will be given to 
regional advice which demonstrates the contribution to national targets. 

Structure of advice 

3.8 Regions are requested to provide information on regional priorities, across the 
three funding areas, up to and including 2015-16. Regions should aim to show how their 
proposals can be accomodated within the overall indicative allocation for each year. 
However, the Government recognises the difficulty of doing this for the later years of 
the period. It is recommended, therefore, that regions should consider longer term 
strategic priorities over blocks of years for the later years of this period.  

 
1 PSA targets are available at www.hm-
treasury.gov.uk/documents/public_spending_and_services/publicservice_performance/pss_perf_table.cfm 
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Format of advice 

3.9 Advice on regional funding allocations should be no longer than 30 pages, 
including annexes and tables. References can be made to other documents, especially 
the background evidence, and these can be submitted to the Government separately 
but the advice document itself should be free-standing and contain a clear executive 
summary.  

Taking forward regional advice 

3.10 This advice will help inform Government policy development and public 
spending decisions that affect the regions. There are a number of relevant central 
Government decisions which regional advice could inform within each of the regional 
funding allocations. These include: 

• for transport: 

• decisions on the split of roads funding between Highways Agency 
regional schemes, local authority major schemes and other expenditure; 

• decisions on local authority major schemes; 

• decisions on taking forward specific Highways Agency regional schemes; 

• for housing: 

• decisions on the split of Regional Housing Pot funding between work on 
existing stock and provision of additional affordable housing; 

• decisions on the split of funding for affordable housing between social 
renting, intermediate renting and low cost home ownership and the 
number of units to be provided; 

• decisions on the use of Regional Housing Pot funding in different parts 
of the region; 

• decisions on Housing Market Renewal Pathfinder bids; and 

• for economic development: 

• inter-Departmental scrutiny of the Regional Development Agencies’ 
Corporate Plans. 

3.11 In addition, regions may advise on the balance of spending between the three 
areas. Advice on this must explain how any changes to this balance of expenditure are 
consistent with the delivery of existing commitments or strategic priorities and 
informed by the alignment of priorities undertaken during the regional funding 
allocations process. Regions may also advise in favour of deferral of spending from 
earlier to later years, within the overall amount allocated for the period. 
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3.12 The Government will assess regional advice taking into account the criteria set 
out in paragraph 3.6 above. The Government intends to provide feedback to regions on 
their advice. Advice should be submitted by end of January 2006 and sent to the 
following recipients: 

Tim Barrow 
Department for Transport 
76 Marsham Street 
London  
SW1P 4DR 
tim.barrow@dft.gsi.gov.uk  

Hetal Mehta 
Office of the Deputy Prime Minister 
Zone 1/A6 
Eland House 
Bressenden Place 
London SW1E 5DU 
hetal.mehta@odpm.gsi.gov.uk  

Jacqui Entwistle  
DTI 
1 Victoria Street  
London 
SW1H 0ET  
NationalRegional.PartnershipProgramme@dti.gsi.gov.uk 

David Silk 
HM Treasury 
1 Horse Guards Road 
London  
SW1A 2HQ 
david.silk@hm-treasury.gov.uk  

3.13 The Government is keen to ensure that regions continue to have the 
opportunity to input on other policy areas of relevance to regional economic 
performance and will be inviting them to submit advice on wider areas of policy 
development and spending in due course.  
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Introduction 

A.1 The planning of a major transport investment programme is particularly 
challenging.  Preparation times for individual projects can be lengthy, and the need for 
processes such as detailed appraisal and obtaining necessary statutory consent means 
that timing is often not wholly within the hands of the sponsor.  Estimates of cost and of 
value for money are also subject to regular revision as scheme development proceeds.    
The guidance below has been drafted to enable regions to provide objective-led, well 
evidenced advice while having regard to these issues. 

A.2 Regions will need to take into account a broad context in preparing their advice, 
including expected changes in transport demand as well as plans for transport 
investment which may be beyond the scope of regional allocations as currently 
formulated, for example national highway schemes, rail investment, or proposed 
investment by the private sector.  In due course, subject to further technical work, the 
Government intends to include elements of the rail budget which can be sensibly 
assigned to the regional tier in the transport regional funding allocation. For reference, 
the estimated pattern and scale of expenditure on rail by region, on most recently 
available data, is set out in table 8.19 of the Public Expenditure Statistical Analyses, 
2005. 

A.3 The long preparation required for many transport schemes make it particularly 
useful for regions to address years beyond 2008.  Robust advice from regions will enable 
affordable programmes to be planned, with resource required for preparation 
efficiently directed. 

A.4 Advice from each region should include: 

• a proposed programme of transport investment; and 

• a commentary on the development of the programme and the judgments 
which have been made. 

The proposed investment programme 

A.5 Regions are requested to provide information on regional priorities up to and 
including 2015-16. Regions should aim to show how their proposals can be 
accomodated within the overall indicative allocation for each year. However, the 
Government recognises the difficulty of doing this for the later years of the period. It is 
recommended, therefore, that regions should consider longer term strategic priorities 
over blocks of years for the later years of this period. 

A TRANSPORT 
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A.6 Within each block, advice should tabulate: 

• which schemes regions would wish to see started within each of those 
periods; 

• for each of these schemes, what assumptions have been made about start 
dates and spending within the period; and 

• brief comment on the schemes within each block.  If there are specific issues 
relating to timing of schemes in relation to other housing or economic 
investments, these should be outlined.  

A.7 Regions should ensure that the transport proposals put forward can be afforded 
within the total regional funding allocation.  If there are years in which regions are 
proposing a transport spend total which varies from the estimated transport allocation 
given in table D.1 of Annex D, for example as a result of reprofiling or a proposed 
change in the balance of spending between transport, housing and economic 
development, this should be indicated.   

A.8 Templates for providing advice and a model formulation will be made available 
by the Government Office. It is recognised that preparation of this programme will 
require a number of assumptions and estimates.  The following is intended to assist 
regions with these. 

Scope of the transport allocation 

A.9 Local authorities remain accountable for most local transport expenditure, and 
decisions on transport funding which are currently made by local authorities will 
remain made at local level. Advice is being sought from the regions to assist the 
Government in making decisions on the following type of transport schemes: 

• Local transport major schemes where direct grant is sought by the local 
authority; and 

• Highways Agency investment in major schemes valued at over £5m on roads 
of regional significance.1   

A.10 Some schemes which regions will wish to consider may be eligible for support 
from other sources, for instance the Transport Innovation Fund (TIF).  TIF is not being 
incorporated into the regional funding allocations, since it is designed specifically to 
support the achievement of national objectives. Regions should not at this stage assume 
that TIF will support any particular scheme, but should make clear in their advice where 
they are aware that funding from TIF is being actively sought.  Information on the TIF 
was published on 5 July 2005. 

A.11 Private Finance Initiative (PFI) programmes for street lighting and maintenance 
will continue to be managed nationally, and credits are not included in the regional 
allocation. 

 
1 As outlined in the consultation, this excludes roads on the Highways Agency network which are of national strategic 
significance which are roads that have all of the following:  average daily traffic flows, along the length of the route, of 
more than 60,000 vehicles; link at least two of the top 20 English cities by population; or link one of the top 20 cities with 
an airport/seaport or Wales/Scotland; carry heavy goods vehicle traffic equal to or in excess of 15% as a percentage of all 
traffic, as an average along the length of the route; and are represented on the European Union’s trans-European 
transport network. 
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A.12 Regions should note that while regional allocations for the current Spending 
Review period have been given, actual spending decisions for 2005-06 and 2006-07 will 
be heavily influenced both by pre-existing commitments and by the readiness of 
schemes awaiting final approval.  Regions should therefore focus their advice on the 
period after 2006-07.  

Commitments 

A.13 In preparing their advice, regions will wish to identify and consider existing 
commitments to assess the extent to which new schemes may be accommodated. 

A.14 There are a number of schemes within each region which are already in progress 
or where planning is so far advanced that the required expenditure will need to be 
treated as firmly committed. Regions should be aware that the cost of these schemes 
falling in each year will need to be found from within the overall allocation set aside for 
each region. Relevant information will be provided to the regions on this.      

A.15 The Government recognises that there are a number of other schemes in 
preparation in each region (including schemes which have received provisional 
approval, schemes in the Highways Agency's Targeted Programme of Improvements 
(TPI), and schemes on which appreciable preparation expenditure has already taken 
place) which can be regarded as having a level of commitment.  Given the need to work 
within available budgets and to view such schemes in relation to overall regional 
strategies and investment priorities, regional views are being sought on the priority and 
timing of such schemes.   

Cost estimates and profiles 

A.16 In providing their advice, regions will need to use estimates both of cost profiles 
and of the feasible timing of spend for individual schemes.  These estimates may be very 
uncertain, particularly for longer term schemes.  Regions are asked to use the best 
estimates available to them and to make clear, where necessary, if there are particular 
uncertainties. 

A.17 It is in the nature of certain schemes that their spread of expenditure over 
several years may be "lumpy" (i.e. they may involve one or more especially large blocks 
of expenditure in certain years), which can make it difficult to fit them into a smooth 
profile or, more specifically, to accommodate them within the allocation set aside for 
that region in a particular year. There are several ways in which regions can address 
this.   These include: 

• deferring expenditure from earlier years to meet a particularly large block in 
a given year. Regions should however avoid seeking to bring forward 
expenditure programmed for later years;  

• adjustments to the phasing of expenditure on the project, providing the 
overall procurement plan still offers value for money;  

• adjustments to the distribution of investment from one year to another 
between transport, housing and economic development; and 

• reaching an agreement with another region which enables the two regions 
together to meet their allocations. 
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A.18 Capital schemes, even once started, can be susceptible to slippage and cost 
changes. Managing the overall expenditure programme will remain the responsibility of 
the Government, which will need to retain the capacity to exercise a degree of flexibility 
on a year to year, region by region, basis.  

Value for money 

A.19 Ensuring that transport investment provides good value for money is a key 
objective of the Department for Transport.  It is for this reason that the Department 
undertakes a value for money appraisal of all schemes using the New Approach to 
Appraisal system.2  More details of this process can be found in the Guidance to Local 
Authorities Seeking DfT Funding for Transport Major Schemes which is currently out to 
consultation.3  Regions will need to take account of the requirement for schemes to be 
appraised and go through statutory procedures, and the effect of this on the time 
needed to prepare each scheme, when drawing up their prioritised programme. 

A.20 The Government recognises that schemes likely to be considered by regions will 
in general not yet have completed appraisal.  Nevertheless, where possible, it would be 
helpful for regions to outline what value for money assumptions have been made about 
schemes being prioritised, and the evidence supporting those assumptions.  Regions 
may wish to make use of value for money appraisals which have already been carried 
out for individual schemes, if they are available. If regions wish to prioritise schemes 
which do not appear to be good value for money, it will be particularly important that 
they justify this by making clear in their advice why they consider the scheme should 
still be given priority.   

Procurement assumptions 

A.21 For the purposes of the advice, regions should in general assume that schemes 
are being funded by conventional procurement unless Private Finance Initiative (PFI) 
or Public Private Partnership (PPP) has already been agreed, in which case regions 
should consider only any part of the agreed costs being conventionally funded.  The 
Government recognises however that, especially in the case of schemes worth over £40 
million, PFI will need to be explored by scheme promoters as a possible best value for 
money procurement route. In preparing plans which include potential future PFI or 
PPP procurement, regions should assume no significant effect on the way that the costs 
of the schemes are spread over the duration of the scheme.  Regions may wish to 
discuss particular cases with Department for Transport contacts, and to comment in 
their advice on where PFI is being explored in relation to particular schemes. The 
procurement for schemes on the trunk road network will, as at present, be determined 
by the Highways Agency.   

 
2 Available at http://www.webtag.org.uk 

3 Available at http://www.dft.gov.uk/stellent/groups/dft_localtrans/documents/page/dft_localtrans_037039.hcsp 
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Summary  

A.22 Regional advice on the transport dimension of regional funding allocations 
should include the following key elements: 

• a clear outline of the objectives for the region which proposed transport 
investment is intended to address (whether these be transport or other 
objectives),  in the context of the region’s overall objectives; 

• a clear outline of what transport interventions, affordable within the 
planning assumptions, are considered priorities for the achievement of 
those objectives; 

• an outline of priorities within the three main time blocks outlined above 
based on estimated start dates; 

• evidence on what estimates of value for money and costing have been 
utilised, and on any factors beyond those considered in value for money 
assessments which have influenced the priority given to specific proposals; 
and 

• evidence of stakeholder engagement and levels of support for advice as 
presented. 
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Introduction 

B.1 The provision of sufficient good quality housing is a key part of delivering 
sustainable communities. This involves both improving and maintaining the existing 
stock as well addressing imbalances between housing supply and demand. The cost of 
the bulk of this activity is met by individual homeowners, but there is a need for public 
sector funding to support households with insufficient resources to meet the market 
costs of home ownership. The Government's broad housing objectives are set out in the 
two five-year strategies on delivering sustainable communities which were published 
earlier this year.1 Together the two plans, which build on the objectives and associated 
action programme set out in the Sustainable Communities Plan, add up to a 
comprehensive programme for delivering sustainable communities - places where 
people want to live and work – right across the country. 

B.2 Central Government funds for housing investment mainly goes to local 
authorities, (largely for work on existing stock), and registered social landlords, (mostly 
housing associations), which are now the main providers of new affordable housing. In 
addition to funding from Government, local authorities and registered social landlords 
contribute significant amounts from their own resources. 

B.3 Funding for housing investment provided by central Government is delivered 
through a number of different funding streams. These include (with 2005-06 funding 
totals): 

• Regional Housing Pots (around £2.5 billion);  

• Housing Market Renewal Pathfinder funding to support long-term strategic 
action to tackle low housing demand/abandonment in identified areas 
driven by local partnerships (around £300 million); 

• Major Repairs Allowance funding for maintaining council housing allocated 
on a wholly formulaic basis through the council housing subsidy system 
(around £1.3-1-4 billion); 

• Arms Length Management Organisation initiative funding to tackle the 
renovation backlog in the council housing stock allocated in response to 
bids from individual authorities (around £800-900 million); and 

• Private Finance Initiative funding to tackle the renovation backlog in the 
council housing stock or provide new or replacement social housing, 
allocated in response to bids from authorities (around £300-400 million). 

B.4 For the Regional Funding Allocations, the Government is looking for advice on 
the use of the Regional Housing Pot and Housing Market Renewal Pathfinder funding.  
Advice is sought for years beyond the current Spending Review period. In the case of 
housing, this extends the existing arrangements under which Regional Housing Boards 
provide advice on the allocation of provision for Regional Housing Pots agreed in the 
Spending Review.  Further details of projected allocations are set out in Annex D. 

 
1 Office of Deputy Prime Minister, Sustainable Communities: Homes for All and Sustainable Communities: People, 
Places and Prosperity, 2005, available at www.odpm.gov.uk/fiveyearstrategy  

B HOUSING 
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B.5 In preparing advice on priorities for housing investment it will be essential for 
regions to have regard to national housing objectives and targets, and their alignment 
with the objectives on economic development and transport. 

Housing Market Renewal Pathfinders 

B.6 Housing Market Renewal Pathfinders were developed to support long-term 
strategic action to tackle low housing demand/abandonment in identified areas driven 
by local partnerships.  As stated in section 2 of this guidance the consideration of 
Housing Market Renewal Pathfinder funding is different as actual allocations will 
depend on the quality of bids received from individual pathfinders and low demand 
areas.  The indicative range of funding available, already familiar to the pathfinders and 
the regions, is set out in table B.1. 

Table B.1: Housing Market Renewal Pathfinders financial planning assumptions for 
2006-07 to 2007-08 (£ million) 
North East 63 - 93 

North West 248 - 408 

Yorkshire and the Humber 109 - 159 

West Midlands 75 - 125 

 
B.7 These figures cover pathfinders funded directly from ODPM and other low 
demand areas funded through Regional Housing Boards and are the ranges for 2006-07 
and 2007-08 combined.  The expectation is that around 55 per cent of spend will be in 
2007-08.  The actual grant allocations will depend on the quality of the proposals from 
individual pathfinders and low demand areas, and may fall outside the indicative 
figures given above. 

B.8 The Pathfinder component is the regional sum of the assumptions provided to 
each Pathfinder to allow them to develop schemes during 2005.  The total figures for 
England are £335 million for 2006-07 and £450 million for 2007-08.  As regions develop 
their advice the actual Housing Market Renewal Pathfinder allocations will become 
clearer and the advice should take this into account, wherever possible.  The 
Government Offices will be able to advise how to handle Housing Market Renewal 
Pathfinders for future years. 

The proposed housing programme 

B.9 Advice is requested from Regions on: 

• the division of funding between activity to renovate/improve/adapt existing 
stock (including in major area renewal projects) and provision of additional 
affordable housing; 

• the broad spatial distribution of resources for improving existing stock 
across the region and any criteria for targeting this spend and the numbers 
of dwellings that can be improved; 

• the split of funding for affordable housing between social renting, 
intermediate renting and low cost home ownership and the numbers of 
units to be provided; and 
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• the broad spatial distribution of affordable housing funding. 

B.10 Regions are requested to provide information on regional priorities up to and 
including 2015-16. Regions should aim to show how their proposals can be 
accomodated within the overall indicative allocation for each year. However, the 
Government recognises the difficulty of doing this for the later years of the period. It is 
recommended, therefore, that regions should consider longer term strategic priorities 
over blocks of years for the later years of this period. 

B.11 It is recognised that this will require a number of assumptions to be made and 
these need to be set out in the advice provided. The following points need to be borne 
in mind: 

• the advice needs to reflect plans and assumptions in signed-off option 
appraisals for delivering decent council housing; 

• a certain amount of the funding for new affordable housing is already 
committed to schemes which will not be completed until after the end of the 
current spending review period; and 

• there is a continuing need to look for ways of improving the efficiency in the 
use of resources for housing investment, for example through partnering 
arrangements and use of the planning system; this needs to be reflected in 
estimates of units.   

Summary  

B.12 Regional advice on the housing dimension of regional funding allocations 
should include the following key elements: 

• a clear outline of the objectives for the region, which priority housing 
interventions are intended to address (whether these be housing or other 
objectives), in the context of the region’s overall objectives; 

• a clear outline of what housing interventions, affordable within the planning 
assumptions, are considered priorities for the achievement of those 
objectives; 

• an account of how priorities have been determined which provides evidence 
for these decisions and takes into consideration value for money; 

• an outline of priorities within the three main time blocks outlined above 
with estimated start dates; and 

• evidence of stakeholder engagement and level of support for advice as 
presented. 
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Introduction  

C.1 This Annex deals with issues related to the economic development element of 
the regional funding allocation.  Advice is welcomed on the key strategic priorities for 
economic development in regions and how this aligns to and complements priorities 
for transport and housing to represent a coherent vision of the development of the 
region which is aligned to resources based on long term planning assumptions. 

C.2 The Government aims to improve the economic performance of each of the 
English regions and, in the long term, to reduce the persistent gap in growth rates 
between the best-performing regions (London, South East and East of England) and the 
others (North East, North West, Yorkshire and the Humber, East Midlands, West 
Midlands and South West).  

C.3 The Regional Development Agencies (RDAs) were set up to act as the strategic 
leaders of economic development in each of the English regions. Their main tasks are to 
help the English regions improve their relative economic performance and reduce 
economic disparities within and between regions. They do this both through their own 
activities and through their leadership role in drawing up the Regional Economic 
Strategy for the whole region.  The RDA Single Budget represents only a fraction of the 
total investment within any region on economic development.  

C.4 The role of the Regional Economic Strategy is to provide a shared vision for the 
development of the region’s economy, to improve economic performance and enhance 
the region’s competitiveness. It will address the particular needs of the region, while 
supporting, enhancing and delivering national policies. The Strategies identify 
measures that will lead to an improvement in economic performance. These measures 
could be targeted at regional or sub-regional levels, or inter-regionally, as in the case of 
the Northern Way Initiative. Advice on priorities and resources should be consistent 
with the Regional Economic Strategy and the RDA’s own Corporate Plan. 

The proposed economic development programme 

C.5 Funding levels for the RDA Single Budget for the current Spending Review 
period are shown in table C.1. 

Table C.1: Total Regional Development Agency allocations by region, 2005-06 to 
2007-08 (£ million) 
   2005-2006 2006-2007 2007-2008 
North West Development Agency 382 400 409 
One North East 240 251 258 
Yorkshire Forward 295 310 316 
East Midlands Development Agency 156 163 167 
Advantage West Midlands 272 284 291 
South West of England Development Agency 153 159 164 
South East England Development Agency 157 163 167 
East of England Development Agency 129 134 138 
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C.6 Following the 2004 Spending Review, the majority of the funding was allocated 
to the RDAs using a funding formula which takes into account various measures of need 
and opportunity. The key determinants of that formula are measures of unemployment, 
deprivation, skills deficit and differences in Gross Domestic Product.  

C.7 The longer term planning assumptions for RDA funding would reflect the 
prevailing allocation, but regions should be aware that these assumptions are indicative 
only. The funding formula has been reviewed following previous Spending Reviews to 
take into account; the overall availability of public funding, changes in the economic 
data underpinning the formula and changes in national policy towards the regions.   

C.8 On the basis of the RDAs’ existing allocations, table D.1 presents an economic 
development funding allocation for each region from 2005-06 to 2007-08, with long 
term planning assumptions up to 2015-16 based on the Government’s inflation target 
which is 2 per cent.  

C.9 Advice is sought for input to Government policy development and public 
spending decisions that affect the regions. Final decisions on all spend within regional 
economic development allocations will remain with the RDAs (subject to the existing 
requirement on RDAs to seek consent for offering financial assistance and other 
activities as set out in the RDAs Act 1998). 

C.10 Regions have suggested that skills should be brought within the scope of this 
process. In order to help regions provide good quality advice, the Learning and Skills 
Council (LSC) has made available a Regional Analysis of Programme Funding for 2005-
06. The budgets included relate to the whole range of LSC expenditure, covering 
education and training for 14-19 year olds, and adult learning, as well as adult skills 
development and services for employers. RDAs already work with the LSC and other 
partners through the Regional Skills Partnerships.  

Table C.2: Regional analysis of Learning and Skills Council programme funding, 
2005-06 (£ million)1 
 2005-06 budget  

North West 1,180 

North East 486 

Yorkshire and the Humber 811 

East Midlands 676 

West Midlands 978 

South West 777 

South East 1,210 

East of England 787 

 

 

 
1 Table C.2  sets out the total budgets directly controlled by each region. In addition, the LSC London region has a budget of £1.4 
billion and the LSC has nationally controlled budgets (including capital grant funding) of £1.7 billion. 
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C.11 Regions may wish to consider how their economic priorities may be influenced 
by the future availability of EU Structural Funds (or funding under the Guarantee) 
though they should not assume any specific level of funding as the European Council 
has yet to agree a budget for the new Structural Funds programme, or agree new 
Structural Funds Regulations.2   

Commitments 

C.12 As set out above, the regional allocation for economic development covers all 
RDA Single Budget funding.  In preparing their advice, regions will wish to identify and 
take account existing commitments in order to assess the level of headroom. 

C.13 The RDA Single Budget is a significant source of the match funding which 
programmes have to find under the requirements of the Structural Funds Regulations. 
Current programmes run up until the end of December 2006, but can fund projects up 
to the end of December 2008. Commitment to provide match funding to projects 
continuing to run through the final years of 2007 and 2008 will therefore need to be 
taken into account in planning for those years.  

Leverage 

C.14 RDA funding represents only a fraction of the total spend on economic 
development in each region.  Therefore, in setting priorities and aligning these to 
available resources, regions should also take into account the amount of economic 
development funding from other sources which might be leveraged, including through 
particular RDA programmes or projects, or aligned to achieving strategic goal identified 
in regional economic strategies, refined by this process.  

Scrutiny of Corporate Plans 

C.15 Corporate Plans provide full details of how the RDAs will allocate their budgets 
to deliver progress in meeting the objectives set for the Agency by the Regional 
Economic Strategy, and how this activity will contribute to the targets that the RDAs 
have been set. The Corporate Plans cover three year periods corresponding to the 
Spending Reviews. 

C.16 RDAs’ Corporate Plans for the period 2005-06 to 2007-08 have been approved by 
Ministers. The Government will take account of advice submitted through the regional 
funding allocations process in its consideration of RDAs’ future Corporate Plans.  

 
2 As set out in A modern regional policy for the United Kingdom, HM Treasury, DTI, ODPM, 2003, the UK Government has made 
clear that it believes that Structural Funds should in future be focused on the poorer regions of the Union, ie in the new Member 
Sates.  Richer Member States like the UK should fund regional development from domestic budgets.  To this end, the 
Government has given a guarantee that if the UK position is accepted, the UK nations and regions collectively would not lose out 
financially and would receive funding equivalent to that which they would have received if the current arrangements had been 
rolled forward, taking into account enlargement. 



C  ECONOMIC  DEVELOPMENT  

 

 24 Regional Funding Allocations - Guidance on Preparing Advice 

Summary  

C.17 Regional advice on the economic development dimension of regional funding 
allocations should include the following key elements: 

• a clear outline of the priorities for economic development consistent with 
the Regional Economic Strategy reflecting national policy priorities; and 
aligned to available resources calculated through longer term planning 
assumption for regional funding allocations;  

• if appropriate, a summary of any specific programmes or projects which will 
deliver the prioritised objectives, with indicative costings;  

• an account of how priorities align with transport and housing priorities and 
economic development investment from other sources; 

• evidence of stakeholder engagement and level of support for advice as 
presented; and 

• how other investment in economic development in regions can be aligned 
to shared strategic goals as set out in the regional economic strategy. 
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D.1 Total planning assumptions by year, region and sector are shown in table D.1. 

Table D.1: Planning assumptions by year, region and sector (£ million)1 
  NW NE Y&H EM WM SW SE E Total

           
Funding Allocations 2005-06 to 2007-08 
2005-06 Transport 113 42 83 71 88 84 135 92 708
 Housing 250 86 144 116 182 137 367 167 1449
 Economic Development 382 240 295 156 272 153 157 129 1784
 Total 745 368 522 343 542 374 659 388 3941
          
2006-07 Transport 115 43 85 73 90 86 138 94 724
 Housing 249 88 147 125 186 158 384 191 1528
 Economic Development 400 251 310 163 284 159 163 134 1864
 Total 764 382 542 361 560 403 685 419 4116
          
2007-08 Transport 117 43 87 74 92 88 141 96 738

Housing 249 91 154 143 193 203 421 241 1695
Economic Development 409 258 316 167 291 164 167 138 1910
Total 775 392 557 384 576 455 729 475 4343

         
Planning Assumptions 2008-9 to 2015-16 
2008-09 Transport 119 44 88 76 93 90 144 98 752
 Housing 254 93 157 146 197 207 429 246 1729
 Economic Development 417 263 322 170 297 167 170 141 1948
 Total 791 400 567 392 587 464 744 485 4429
          
2009-10 Transport 121 45 90 77 95 92 147 100 767
 Housing 259 95 160 149 201 211 438 251 1763
 Economic Development 426 268 329 174 303 171 174 144 1987
 Total 806 408 579 400 598 473 758 494 4517
          
2010-11 Transport 123 45 92 79 97 94 150 103 783
 Housing 264 97 163 152 205 215 447 256 1799
 Economic Development 434 274 335 177 309 174 177 146 2027
 Total 822 415 591 408 610 483 774 505 4609
          
2011-12 Transport 125 46 93 81 99 96 154 105 799
 Housing 270 99 167 155 209 220 456 261 1835
 Economic Development 443 279 342 181 315 178 181 149 2067
 Total 837 424 602 417 623 493 790 515 4701
          
2012-13 Transport 128 47 95 82 101 98 157 107 815
 Housing 275 100 170 158 213 224 465 266 1871
 Economic Development 452 285 349 184 321 181 184 152 2109
 Total 854 432 614 424 635 503 806 526 4795

 
1 Note: figures may not sum due to roundings. 
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           Table D.1: Planning assumptions by year, region and sector (£ million) 
  NW NE Y&H EM WM SW SE E Total
           
2013-14 Transport 130 47 97 84 102 100 160 110 830

Housing 280 102 173 161 217 229 474 271 1909
Economic Development 461 291 356 188 328 185 188 155 2151
Total 871 440 626 433 647 513 822 537 4890

         
2014-15 Transport 132 48 99 86 104 102 164 112 847
 Housing 286 105 177 164 222 233 484 277 1947
 Economic Development 470 296 363 192 334 188 192 159 2194
 Total 888 449 639 442 660 523 839 548 4988
          
2015-16 Transport 135 49 101 88 106 105 167 115 866
 Housing 292 107 180 168 226 238 493 282 1986

Economic Development 479 302 370 196 341 192 196 162 2238
Total 906 458 651 451 673 535 856 559 5089
 

D.2 These figures do not represent the totality of public expenditure from which 
regions benefit, either for transport, housing and economic development or more 
widely.  Table D.2 shows identifiable capital expenditure by region for 2004-05. 

Table D.2: Total identifiable expenditure on services by function and region, 2004-
05 (£ million)2 
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North West 2,015 926 1,080 2,788 750 9,808 693 7,601 21,685 47,346 
North East 566 354 580 1,059 235 3,788 376 2,783 8,936 18,677 
Yorkshire & 
Humber 1,126 507 761 1,732 471 6,942 520 5,611 14,613 32,283 
East Midlands 949 341 366 1,418 378 5,215 464 4,556 11,605 25,292 
West 
Midlands 1,316 484 525 1,839 467 7,000 543 5,886 15,547 33,607 
South West 1,075 346 347 1,656 494 6,296 486 4,860 14,337 29,897 
South East 1,658 664 541 2,706 919 10,062 772 7,960 20,143 45,425 
East of 
England 1,204 354 285 1,569 498 6,609 479 5,188 14,231 30,417 

 

 
2 Public Expenditure Statistical Analysis, 2005 
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Transport 

D.3 The allocation aims to provide a financial envelope within which funding will 
need to be found to cover all: 

• Local transport major schemes; and  

• Highways Agency investment in major schemes valued at over £5m on roads 
of  regional significance.3   

D.4 The new allocations present an opportunity to move towards a distribution of 
spend which more transparently reflects the long-term needs of individual regions. 
Responses to the consultation broadly backed proposals to move towards a formulaic 
allocation, although there were differences of view on the formula itself. 

D.5 The formula selected is based on population as projected by the Office of 
National Statistics for 2007-08.  Though other indicators of need have been proposed 
for inclusion in the formula, there are a very wide range of drivers for possible schemes 
which might be proposed within the regional allocations and a simple and 
understandable formula is preferable to the complexity which would be required in 
seeking to take account of other measures of need.  

D.6 Because of existing commitments in the next three years it will not be possible 
for this formula to come into full operation until 2007-08.  

D.7 On the basis of this formula, together with our knowledge of existing 
commitments, table D.1 presents a transport funding allocation for each region from 
2005-06 to 2007-08, with long term planning assumptions up to 2015-16 based on 2 per 
cent annual growth.  

D.8 Final decisions on all spend within regional transport allocations will remain 
with the Secretary of State for Transport. 

Housing 

D.9 The split of mainstream housing funds between regions has for many years been 
based on a composite formula covering a range of different housing needs. Following a 
number of changes to the arrangements for allocating mainstream housing funding 
introduced by the Sustainable Communities Plan a new simplified formula was 
developed - the Housing Needs Formula (HNF) - to determine the regional allocations. 
The formula, which more directly reflects the ODPM's main housing objectives and PSA 
targets, covers three different aspects of housing need - affordable housing, decent 
homes and tackling disadvantage.  

D.10 The formula consists of 4 components. The first two relate to affordable housing 
provision; one covers the overall pressures associated with the need for more affordable 
housing, the other targets resources to the 4 regions which contain the "Growth Areas" 
identified in the Sustainable Communities Plan as areas where increased housing could 
be provided to help reduce the overall pressure on housing in London and the wider 

 
3 As outlined in the consultation, this excludes roads on the Highways Agency network which are of national strategic 
significance which are roads that have all of the following: average daily traffic flows, along the length of the route, of more 
than 60,000 vehicles; link at least two of the top 20 English cities by population; or link one of the top 20 cities with an 
airport/seaport or Wales/Scotland; carry heavy goods vehicle traffic equal to or in excess of 15% as a percentage of all 
traffic, as an average along the length of the route; and are represented on the European Union’s trans-European 
transport network. 
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South East. The third addresses ODPM's PSA decent home target to improve existing 
stock. The fourth, which links to tackling disadvantage, targets resources on areas with 
the highest levels of deprivation. 

D.11 The four components are summarised below:  

• Affordable housing provision - comprised of 3 measures. These are: 
homeless households in temporary accommodation (35 per cent of the 
overall component); a composite measure using data on overcrowding, 
involuntary sharing households and concealed families measure (40 per 
cent); and housing affordability (25 per cent), which is a new measure to 
reflect the significant variations in the affordability of market housing in 
different parts of the country.   

• Affordable housing in growth areas - reflecting the government's 
commitment in the Sustainable Communities Plan to support provision of 
more houses in the 4 identified growth areas to relieve pressure across 
London and the wider South East. Growth areas policy aims to significantly 
increase the overall share of new housing development in the wider South 
East that takes place in the 4 growth areas: Thames Gateway; London, 
Stansted, Cambridge and Peterborough; Milton Keynes/South Midlands; 
and Ashford.  

• Decent Homes - this component reflects ODPM's PSA target to improve 
existing stock by bringing all social housing into a decent condition by 2010 
and to increase the proportion of vulnerable households in the private 
sector that live in homes that are in decent condition.  

• Regeneration - this component targets funding to areas with high levels of 
deprivation based on data from the Index of Multiple Deprivation.  

D.12 The detailed decisions on spending within each region are not constrained by 
the amounts for each component/sub-component within the HNF.  

Economic Development 

D.13 The RDAs’ Single Budget is allocated among regions through a funding formula 
which takes into account various measures of need and opportunity. The key 
determinants are measures of unemployment, deprivation, skills deficit and differences 
in Gross Domestic Product.    The weighting of the indicators that lie behind the formula 
do not impact on how each RDA determines what its priorities should be. These are 
determined in light of the Regional Economic Strategy for the region and the 
requirements set by Government through a Tasking Framework.   

D.14 The RDAs receive their funding on the basis that they will deliver the outputs in 
the new RDA Tasking Framework.4 This requires each RDA to show in its Corporate 
Plan for 2005-08 how, in support of its statutory role and responsibilities, it will address 
the priorities identified in the Regional Economic Strategy for its region and contribute 
to the delivery of the Government’s PSA targets on regional economic performance, 
sustainable development and productivity (including rural productivity) and through 
these to the delivery of a range of other PSA targets, set out at Annex A to the new 
framework. 

 
4 www.dti.gov.uk/rda/info/Tasking_Framework.htm  




