Appendix 3
Regional Funding Allocations - Transport
Background
As part of the devolution of decision making to the regions launched in the 2005 Budget, the Treasury and Department for Transport invited two regions, namely Yorkshire and Humberside and the South East, to establish pilot Regional Transport Boards.  These followed the example of Regional Housing Boards established some three years ago in each region, bringing together a range of organisations and interests at the regional level.  In the case of the Regional Transport Boards, this was left largely to the two regions concerned to establish how they would go about the task, given that they were to run on a pilot basis for six months between April and October last year.  Yorkshire and Humberside decided to run their Regional Transport Board as an entirely executive organisation lead by the Government Office and consisting of officials only.  The South East, by contrast, opted for a more representative model, with members of the Regional Assembly, together with the Government Office providing the secretariat and Chairmanship, SEEDA, SRA, Highways Agency and SEFS, supported by an officer group.
The evaluation of the two pilot Regional Transport Boards carried out for the Department for Transport showed striking differences between the two regions.  Yorkshire and Humberside had made considerably more progress with the main task of defining regional transport priorities than had been the case in the South East.  This was put down to the South East placing more emphasis on the process and accountabilities.  Yorkshire and Humberside gave little consideration to these matters but made more technical progress.  Both Boards experienced considerable difficulty in obtaining an accurate estimate of the transport spend at a regional level, particularly for rail, but even the national transport spend by the Highways Agency proved difficult to disaggregate in the time available.
Recent Progress

The Regional Transport Board in the South East decided to continue to meet once the pilot itself was concluded last October, and much useful progress has been made in the difficult task of defining a methodology for assessing regional transport priorities.  Whilst there has been no Government move to establish RTBs formally in each region, most regions have some sort of machinery.  The publication of Regional Funding Allocations last July, including transport spend, and the invitation to provide advice as set out below has certainly sharpened the perception of the need for such mechanisms at the regional level.  

In this regard, the South East is now well to the fore having had 18 months or so of experience of bringing transport matters together.  In so doing, it builds upon the work already carried out for the Regional Transport Strategy by the Regional Assembly, and SEEDA’s own views about transport priorities for economic development as currently expressed in the RES.

To bring matters up to date, the outgoing Regional Director of GOSE wrote to the Regional Assembly at the end of August unilaterally inviting it to take over the chairmanship of the Regional Transport Board from GOSE, and providing the secretarial function.  The Regional Transport Board now comprises five members of the Regional Assembly, a representative of the SEEDA Board (John Peel), GOSE, SEFS, the Highways Agency, Network Rail and the Bus and Coach Council.  It is supported by officers from the three regional bodies.  The Board had its first meeting under these new arrangements on 7 October, when Nick Skellett was appointed the new chairman taking over from GOSE.
SEEDA has consistently expressed anxieties about the Regional Transport Board (and indeed the Regional Housing Board) being transferred to the Regional Assembly because it does raise particular constitutional difficulties for those organisations on the Board which are not part of the Assembly’s own structure.  Transferring the RTB to Assembly Chairmanship and being advised by Assembly officers gives the impression this is now part of the Assembly organisational structure.  SEEDA has therefore pressed for the status quo to be maintained, so that the Board operates as a partnership, and therefore a separate entity.  Nonetheless, these constitutional difficulties were highlighted at the first meeting of the Assembly chaired RTB, and will need to be resolved.

The Regional Transport Board has evolved considerably since the initial pilot phase, and flexibility will certainly be needed as the process moves forward.  Nonetheless, it is recommended that SEEDA should maintain its opposition to the RTB being simply absorbed as part of the Assembly structure, but that it should continue as a partnership body between the Regional Assembly, Government Office and SEEDA in terms of regional bodies, with the Highways Agency and Network Rail as far as national organisations are concerned.  

Regional Transport Priorities

As noted above, the establishment of the South East Regional Transport Board does put the region in a strong position in terms of the technical work needed to input to the regional advice requested by Ministers for allocating transport spending.  The guidance on preparing advice about regional funding allocations published in July was notable because it provides for the first time an estimate for transport funding allocations at the regional level.  This has been in place for the last few years concerning housing, and as far as economic development is the RDA budget.  The Government has identified a regional allocation of £135m for transport investment in South East England for 2005/06, increasing on an annual basis to £167m in the year 2015/16.  The allocation has been determined on the basis of population, and the South East has the highest regional allocation in England.

However, it is very important to stress this figure is a fraction of the total expenditure on transport within the region.  It represents essentially capital funding projected for major schemes under the Local Transport Plan system, ie County and Unitary Council expenditure as local highway authorities, together with some major Highways Agency schemes.  It excludes national Highways Agency expenditure on motorways for example, rail expenditure, minor local highway authority schemes routine maintenance and several sources of special transport funding.  The new Transport Innovation Fund (which will be £2bn per annum nationally by 2010) and the Community Infrastructure Fund for new schemes in the major growth areas which is £200m in the current round are good examples.  
Total expenditure on transport within the South East region for 2004/05 was of the order of £1.66bn, and therefore the element of transport spend which is being offered to the South East region for advice represents less than 10% of the total.
The RTB has been considering over the past year a methodology for helping to assess the relative priority of transport schemes.  Considerable progress has been made with this, based essentially on the relative position of schemes judged against:

· compatibility with regional policies, both planning, environmental and economic development
· deliverability, ie the state of readiness of schemes to be implemented, and 
· value for money, including for example the extent to which a scheme is supported by a private sector development contributions.  
The weight to be attached to the various factors has been looked at most recently, and the sensitivity testing according to how much weight is applied to environmental, safety and economic factors for example thoroughly tested.  More work needs to be carried out, but the key finding to date is that the highest ranking schemes seem robust, in as much as their relative ranking is not affected by the sensitivity testing.
The Regional Transport Board considered at the meeting on 7 October how best to frame advice on transport priorities as part of the submission next January.  The Government is seeking views about transport schemes at the regional level for the period to 2010/11.  For the remainder of the review period to 2015/16, advice is not being sought about individual schemes, but more the main themes which transport expenditure at a regional level should reflect.  This could include the spatial priorities of the South East Plan, the RES in terms of transport supporting productivity, as well as a shift towards rail freight for example, or public transport rather than road building.  
The starting point for preparing advice about transport priorities within the narrow remit offered is the recognition that many schemes are committed, and are planned to start construction in the next 2 or 3 years.  There is no requirement to reconsider these, and they are therefore regarded as commitments.  They include those regional schemes being bought forward by the Highways Agency, and for which there is a firm commitment from Government to begin construction by 2008.  A second category is those major schemes being progressed by local transport authorities, and for which the Government has given full approval, including an allocation of funds.  A third category is the schemes being promoted by local transport authorities, and for which the Government has given provisional approval, but not sought any further advice from the region.  
These commitments are therefore set out in table 1.  As table 2 indicates, they more than soak up the regional funding allocation until 2009.  One particular reason why this is so is because the A3 Hindhead scheme is a major element of future spend, and there is a case for saying to Government that this should be a national scheme and therefore funded as such, or an innovative way of finding the funding support outside the RFA.  Nonetheless, SEEDA argued very strongly at the RTB meeting that the Hindhead proposal should be a baseline commitment, given its importance for regional economic development, and needs to be therefore reflected as such.
The next step in the process is to consider those schemes at regional level which could be funded from the Regional Funding Allocation particularly from 2009/10 onwards as the headroom becomes available.  A list of schemes set out in table 3 are those which result from the application of the regional prioritisation methodology.  It is not a definitive programme of regional transport schemes.  The schemes are not listed in any priority order within each ranking group, and in all cases, whether a particular proposal would be progressed is subject to the normal appraisal process.  Proposals that are less well developed, primarily as a consequence of their timing, are likely to have an initial lower priority.  However, as such proposals go through the normal process of scheme development, so they will have a higher priority, as schemes are implemented and delivered.  The list of schemes is therefore a starting point for considering actual priorities, and this is the case in the next step in the process, establishing a initial draft programme.
Table 4 is therefore the proposed programme for transport investment in the period to 2010/11, considered by the Regional Transport Board, which should be taken together with the committed schemes in Table 1.  For simplicity, table 5 is this consolidated list.  Whilst the RES and economic development policy objectives are already reflected in the policy compatibility strand of the assessment, this is the opportunity to express a view about whether this ranking of regional schemes in Table 2, and the proposed programme in Table 5 gives sufficient emphasis to RES priorities, especially for the growth areas and regeneration of coastal towns.  When the draft RFA response document is available in draft in December, it will be possible to assess whether the appropriate balance is being struck between housing, economic development and transport priorities for expenditure at the regional level.
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