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Fourth Special Report 

The Committee published its Twelfth Report of Session 2005–06 on 29 October 2006. The 
response from the Department for Transport was received in the form of a memorandum 
dated 7 February 2007, and is published as an Appendix to this report. 

Appendix 

Introduction 

This paper sets out the Government’s response to the Transport Committee’s report “Local 
Transport Planning and Funding” (HC 1120 – published on 29 October 2006). In 
preparing this response we have worked closely with the Department for Communities 
and Local Government and the Audit Commission, and this response reflects their views.  

The Government welcomes the publication of this report and the recommendations and 
comments made by the Committee.  

Since the Committee’s report was published the Government has announced the local 
transport capital settlement for 2007/08 and set out indicative funding allocations for local 
authorities up to the end of the second local transport period in 2010/11. These funding 
allocations increase year on year. 

As part of the settlement the Government has confirmed it will next assess the delivery of 
local transport plans in 2008. It has also confirmed that the next full review of delivery that 
might then influence funding for local authorities will not take place until the end of the 
second transport plan period. The Department will work with local authority practitioners 
to spread best practice and identify successful delivery. 

Together these decisions confirm the Government’s commitment to providing sufficient 
resources and opportunities for local authorities to plan and invest according to their local 
policies and priorities for transport. 

The Government’s responses to the individual conclusions and recommendations of the 
Committee are set out below. We have grouped issues where they are linked.  
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Response to Conclusions and Recommendations 

Preparation of Local Transport Plans 

1. We support the introduction of the Local Transport Plan framework. Preparation of 
the Plans requires considerable investment, but this is a necessary investment and 
should be seen as fulfilling a core responsibility of local government. For most local 
authorities the cost is not excessive and similar work would have to be carried out 
under any framework. (Paragraph 11) 

Reply: The Government welcomes this endorsement of the principle of Local Transport 
Plans. 

2. The “freedom” for “excellent” rated councils from the requirement to produce Local 
Transport Plans or Annual Progress Reports is anomalous. It could undermine 
strategic transport planning and the transparency of councils. The fact that no local 
authorities have chosen to exercise this right shows that it is otiose and indicates that 
these documents and the processes that must be undertaken to produce them are 
valuable in their own right. The exemption should be dropped and replaced with some 
more appropriate measure which is actually sought by local authorities. (Paragraph 13) 

Reply: The Government expects all authorities to develop local transport strategies, but 
high performers, who have already proved they can plan and deliver services well, have the 
freedom to decide for themselves how these strategies will be encapsulated into plans and 
communicated to stakeholders. The fact that no local authorities have chosen to exercise 
this right suggests that the Local Transport Plan is a well respected form, but high 
performing authorities should not be unduly restricted from altering this form if they 
identify improvements more appropriate for local circumstances. The 2006 Local 
Government White Paper proposes replacing the Comprehensive Performance 
Assessment (CPA) in April 2009 with a Comprehensive Area Assessment, which will not 
give an overall performance rating. The Department for Transport will be keeping the 
exemptions to Local Transport Plans under review with the aim of encouraging good 
practice but lightening wherever possible those planning requirements which are centrally 
determined  

Department for Transport Guidance  

3. The Department was right to seek to improve the guidance to assist local authorities 
ahead of the second round. The Department should, however, have better prepared the 
councils for the changes that were to come. The ongoing changes to the Local Transport 
Plan and Annual Progress Report guidance throughout the period of the Plan have 
caused difficulties. In future, the Department should make every effort to issue its 
guidance earlier. Local authorities need time to draft their Local Transport Plans and 
have them agreed through cabinet meetings. The particular needs of the metropolitan 
areas which opt to produce a joint plan involving several councils must be taken into 
consideration by the Department when it devises its schedule. (Paragraph 18) 

Reply: The Department issued final guidance for second Local Transport Plans sixteen 
months before the final deadline for completion of the plans. It recognises the need for 
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local authorities, including those participating in joint plans, to have enough time to draft 
and approve their plans and will endeavour to publish future guidance about plans even 
further in advance. 

4. The Minister’s view that the second round guidance was less prescriptive than the 
first does not appear to be widely shared by local authorities. The prescriptive nature of 
the Department’s guidance has altered the relationship between the Department and 
local authorities, and moved the LTP away from its original aims. The result has been 
to increase the cost and the time required for producing plans, without giving any 
greater certainty that they will be fulfilled. (Paragraph 21) 

5. There is a tension between planning for national priorities and local priorities in the 
Local Transport Plan. While the Department insists that councils are free to set their 
own priorities, this does not match the local authority interpretation of the guidance 
and assessment for funding. Councils judge that they are ‘scored’ on how well they have 
planned for, and delivered the national shared priorities. The guidance does not 
indicate what weighting will be given to success in delivering against locally identified 
priorities. If Local Transport Plans are to adequately reflect local objectives, the 
guidance and the scoring methodology must be rewritten to support it, and the way 
local and national priorities are weighted should be made available to councils. It is 
unacceptable that local authorities are effectively penalised for pursuing regeneration 
and job creation schemes. The Department’s Local Transport Plan assessment should 
make it clear that local authorities can prioritise specific local transport needs, such as 
economic regeneration, and that these priorities will be given proper weight. That said, 
it is incumbent on local authorities that wish to emphasise local transport priorities to 
be bolder in pursuing their objectives. (Paragraph 31) 

Reply: The Department is committed to enabling local authorities to present local priorities 
within their Local Transport Plans. The six criteria for the assessment of Plans included in 
the Department’s Guidance covered context, maximising value from resources, 
involvement, performance management and priorities, demonstrating that the assessment 
would be of the coherence of the Plan as a whole. 

The Department has not yet issued guidance on how the delivery of the second Local 
Transport Plans will be assessed, but has announced that it will not assess delivery until 
2008 at the earliest.  

We will work with local authority officials in developing future policy and guidance on 
these matters.  

Targets 

6. Local authorities must be able to promote local priorities in what is ostensibly a local 
transport plan. It is not unreasonable, however, for government to seek the local 
implementation of national objectives which might well have local benefit. It is 
important that the weighting given to these criteria in appraisals is transparent. 
(Paragraph 35) 
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Reply: In local transport plans, local authorities can supplement the mandatory indicators, 
for which the Department requires targets, with indicators representing local priorities. 
They also set the levels of the targets. 

7. It is wrong that local authorities are measured against targets over which they have 
no direct control, such as bus satisfaction or passenger numbers. Either local 
authorities need direct control over these services; or they should not be held 
responsible for them. (Paragraph 36) 

Reply: The Government agrees that the delivery chain through which local authorities 
must deliver their bus targets is not ideal. As the Committee knows, the Government has 
been undertaking a close look at the provision of bus services. We have already announced 
that we will introduce a draft bill, the Road Transport Bill, which would give councils more 
say in improving bus services in their area. We will announce more details about the bill in 
the near future. And of course we will be responding in detail to the Committee’s report 
into ‘Bus Services across the UK’.  

However, it should be acknowledged that local authorities can influence the quality of bus 
services, for instance through the allocation of road space to bus services, bus priority 
measures, and improving bus infrastructure. Many local authorities, in partnership with 
bus operators, have delivered better bus services, with higher patronage, and been able to 
meet or exceed their bus targets. 

The existing set of indicators, including for buses, does reflect the findings of a project 
group involving local authority practitioners. The Department will review with local 
authority practitioners how progress delivering second local transport plans should be 
assessed, including on which indicators progress should be considered.  

8. We understand the Department’s intention to ensure that targets are challenging but 
realistic. This is not an easy task, and certainly not easily done from the centre. The 
Department should recognise that local authorities with local knowledge are best 
placed to determine appropriate targets. The catch-22 which faces authorities in target 
setting is untenable. It should not be assumed that where targets are met they were 
unchallenging; and where they were not met the authority underperformed. Progress 
should be judged on its own merits. Attempting to harmonise local authority targets 
across the country is an exceptionally difficult task, and one of questionable merit given 
the different priorities local authorities may have adopted. A more local focus in the 
Local Transport Plan framework would need to take this into account. (Paragraph 41) 

Reply: The Department’s summary of Guidance on Local Transport Plans (December 
2004) indicated (at paragraph 11) that ‘a good LTP will set targets that: … take account of 
national targets for road safety, public transport patronage and air quality, but should be 
clearly tailored to local circumstances.’ The Department has therefore examined the levels 
of local targets within the overall context of the local transport plans and not in isolation.  

9. Given the inherent complexities of assessing performance across different 
authorities, it seems inevitable that performance-related funding will be considered 
unfair by many authorities. The assessors should not automatically consider changes to 
programmes as failure, and delays in delivery which are due to drawn out Department 
for Transport decision-making should not be allowed to harm the scoring. Given the 
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questionable basis for national comparison, we are not convinced that the 
performance-related funding package is appropriate. But while funds are not ring-
fenced, some incentive which encourages local authorities to fund transport is 
important. (Paragraph 46)  

Reply: As the Committee indicates, the presence of performance-related funding does 
provide an incentive for local authorities to fund transport appropriately and deliver well. 
The Department however recognises that there will sometimes be a need for changes to 
planned programmes, and does not automatically consider change to programmes as 
failures.  

10. We welcome the efforts to set more meaningful performance indicators and 
trajectories of targets for the second round of Local Transport Plans. With an emphasis 
on outcomes, it should be possible to reduce the overall number of performance 
indicators against which local transport authorities report. Local authorities should 
strive to be consistent through the Local Transport Plan period in the measuring 
techniques and data which are used; constant changes hinder transparency. (Paragraph 
51) 

Reply: The existing set of indicators reflects the findings of a project group involving local 
authority practitioners. The Department will review with local authority practitioners how 
progress delivering second local transport plans should be assessed, including on which 
indicators progress should be considered. The Local Government White Paper 2006 
indicated that local authorities would report on fewer performance indicators in the future 
and the Department will review the Local Transport indicators set in that context. 

11. Annual performance against transport targets can be erratic and Annual Progress 
Reports are therefore not a good basis for judgements of trend in performance. 
Monitoring should be part of on-going management of programmes by the local 
authority. We welcome the Department’s plans to replace the Annual Progress Report 
with biennial review which should provide a more accurate picture of authorities’ 
performance, as well as reducing some of their monitoring burden. (Paragraph 56) 

Reply: On top of the move to biennial reporting, the Department has also announced that 
the next progress assessments feeding into funding decisions will be at the end of the 
second local transport plan period.  

Delivery of local transport improvements 

12. The gap between what was anticipated and what has been delivered in terms of local 
transport improvements makes it difficult to judge what has actually been achieved. We 
await with interest the five-year delivery reports covering the first round of Local 
Transport Plans which are being submitted to government. Although some excellent 
schemes have been implemented, on the existing evidence it is disappointing that there 
were not more transport improvements delivered as a result of the large increase in 
capital investment. The Department needs to consider what approach it will take if 
local authorities continue to judge certain aspects of the national transport strategy, 
such as air quality, as a low priority and dedicate few resources to it. (Paragraph 61) 
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Reply: Local authorities have delivered substantial improvements with the local transport 
plan resources. There have been general reductions in road casualties and improvements to 
the road network. In many areas local authorities have made major contributions to more 
sustainable local transport and to better public transport. The Department’s consultants 
who are evaluating the LTP policy are releasing a report, which summarises what the 
delivery reports indicate has been achieved. The Department will continue to monitor 
progress on delivery, including in relation to action to combat air quality problems (in that 
case in conjunction with Defra). 

13. There is a problem for those areas that must agree transport schemes across 
political and jurisdictional boundaries. Bus lanes are a classic example, involving 
collaboration between often multiple local highways authorities and a Passenger 
Transport Authority followed by a lengthy legislative process. All Local Transport Plan 
partners must work to achieve consensus as efficiently and speedily as possible if they 
are to retain their credibility with the public. (Paragraph 63) 

Reply: See the reply to recommendations 37 and 38. 

14. The Greater London Authority was introduced as a unique form of city-wide 
government in May 2000. It is perhaps predictable that progress on some policy areas, 
especially those which involve consultation with all 31 boroughs, might have been 
slower than was desirable in the first years of the Authority’s operation. Nonetheless, 
the delays have already been significant and we urge Transport for London to ensure 
that the deadline to have all plans approved by December 2006 does not slip any 
further. (Paragraph 67) 

Reply: This recommendation is addressed to Transport for London. 

Increased capital funding 

15. The very significant increase in capital funding for transport was much needed by 
the local authorities and is warmly welcomed by this Committee. Having made such a 
significant investment in the first round of LTPs, we very much hope to see this 
encouraging level of capital expenditure sustained over the LTP2 period and beyond. 
(Paragraph 70) 

Reply: The Government has set planning guidelines for investment in both block funding 
and major schemes that increase significantly during the lifespan of the second local 
transport plan period. 

16. We welcome the introduction of the new, needs-based capital funding formula, 
which aims to allocate funds on a fair and well-understood basis. (Paragraph 76) 

Reply: The Department welcomes the recommendation. 

Capital funding for Major Schemes 

17. We welcome the proposal to allow authorities to proceed with Major Schemes 
without needing Department for Transport approval if they are funded by the 



7 

 

authority. This proposal goes some way towards giving local authorities the capacity to 
determine significantly larger projects at the local level. (Paragraph 83) 

Reply: The Department notes the Committee’s endorsement of its approach, which was 
made explicit in the Draft Guidance on Major Schemes in April 2005.  

18. Nevertheless, many authorities will be unable to afford to fund such schemes from 
their transport budgets. The proposal will only be a solution in a significant number of 
cases once local authorities have greater powers to raise more funds locally. One of the 
key difficulties presented by the £5 million limit was felt to be the burden of preparing 
schemes for Department for Transport appraisal. We therefore recommend that the 
Department consider adopting different appraisal processes for schemes of different 
costs, with the aim of reducing the burden of work on local authorities for lower-cost 
schemes. A more light-touch approach should be adopted for moderate schemes 
costing £10–20 million. The threshold should be increased to £10 million. (Paragraph 
84) 

Reply: The Department agrees with the principle of applying proportionality in the 
assessment of scheme bids. It is difficult to define this precisely, especially in relation to 
requirements for transport modelling. However, the detail of the information the 
Department requires from promoters and the degree of scrutiny we give are related to the 
value of the scheme. Other factors, such as complexity and risk, also affect the amount of 
scrutiny needed. We are exploring whether it is possible to provide more specific guidance 
in this area. 

The Department notes the Committee’s recommendation to increase the threshold to 
£10m. We will consider this issue as part of our consideration of the responses to the recent 
consultation on the Regional Funding Allocation process. We expect to report on that 
consultation in spring 2007.  

Bid preparation 

19. The Department for Transport needs to ensure that investment is allocated where it 
can have the most impact and with as much certainty of successful delivery as possible. 
In addition, any local authority developing a transport schemes has, for its own 
purposes, to assess it against various planning criteria to ensure that the scheme design 
is optimal and value for money. It is important that this is a rigorous process. 
Nevertheless, the existing bidding and appraisal processes place a tremendous financial 
burden and risk on local authorities. The process of bidding should not eat into the 
transport budget to the extent that the funds available for actual delivery are 
substantially reduced. The Department itself adds to costs when it prolongs the 
decision-making process and asks for increasingly detailed information to be provided. 
The Department should make a commitment to streamline the process and move more 
quickly with its appraisal and decision making. It should set a target to reduce the 
current time taken by at least 25% in most cases. It must have the necessary expertise 
available, and must be clear about the information needed early in the process. At 
‘programme entry’ stage the Department should take a greater share of local 
authorities’ scheme development costs. It should stop trying to micromanage the 
process. (Paragraph 92) 
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Reply: The Department welcomes the Committee’s observation that the assessment of 
deliverability and value for money needs to be rigorous. The Department agrees that there 
would be benefits in introducing more predictability into the timescales for the 
consideration of scheme business cases. It is developing indicative timescales for the 
various approval stages, for inclusion in the final guidance on Major Schemes. However, 
we do not accept the accusation of micromanaging, or the suggestion that the Department 
needlessly prolongs decision making by asking for increasingly detailed information. The 
Department seeks enough information to give confidence that its decisions are soundly 
based.  

The Department has already published proposals under which it would bear a greater share 
of scheme development costs beyond the point of Programme Entry, as recommended by 
the Committee. In the Department’s draft guidance on Major Scheme Funding issued for 
consultation in April 2006 we proposed that, once Programme Entry is granted, the 
Department would fund 50% of scheme development costs up to Conditional and Full 
Approval. Final guidance will be issued in early 2007. 

20. The fact that it can cost between five and fifteen per cent of total scheme costs just 
to get a scheme to a stage where appraisal can take place seems both risky and wasteful. 
We recommend that the National Audit Office investigate the value for money offered 
by the appraisal process, including the costs of preparing aborted bids. (Paragraph 97) 

Reply: In order for the Department to take sound approval decisions, it is necessary for 
promoters to undertake an appropriate level of appraisal work on a scheme before 
submitting their case to the Department. The Regional Funding Allocations process 
introduced in 2005 will reduce the future risk of abortive scheme preparation costs. It will 
provide a better steer to promoters about which schemes are likely to funded. Under the 
RFA process new schemes will generally be considered by regions for prioritisation before 
a full business case has been worked up for submission to the Department. If the region is 
supportive of the scheme, the authority will be able to carry out the more detailed 
development work with a greater degree of confidence that the bid for funding will 
eventually be successful. This reduces the risk of authorities incurring significant 
expenditure on abortive schemes. 

Most costs incurred in developing schemes are needed to enable the promoting authorities 
to consider whether the projects are needed or are sufficient priorities for them, to enable 
proposals to be consulted upon and to meet statutory requirements including those related 
to environmental assessment, planning and land assembly. The 5–15% quoted by the 
committee includes spend on schemes that had already received an initial approval and 
also includes some spending that need not have been incurred in advance of full approval 
but which authorities decided to commit to at their own risk. We would not expect the 
typical costs before Programme Entry to be as much as 5–15%. 

21. It is unacceptable that the Department for Transport has indicated that there will 
be no new central funding for major transport schemes between 2006 and 2011. This 
will represent a significant set back in the implementation of major schemes needed to 
transform the UK’s transport networks. Having set the scene for more transport 
schemes to be initiated, the Department for Transport should make the case more 
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strongly with the Treasury that improved local transport requires proper investment. 
(Paragraph 99) 

Reply: The Department has not said that there will be no new central funding for major 
schemes between 2006 and 2011. The Department’s guidance on Local Transport Plans to 
local authorities of December 2004 did indicate that councils should include a set of targets 
for 2010/11 including only major schemes that had already reached provisional approval 
(programme entry) stage. The Guidance also allowed them to present targets for other 
scenarios – including with more major schemes. This recognised that most major schemes 
take at least four years to progress from programme entry stage to completion and was 
designed to avoid targets being set on speculative and unrealistic assumptions.  

The Department’s July 2006 response to the regions’ advice on Regional Funding 
allocations included 78 schemes already with initial Government approval and therefore 
expected to be funded over the coming years. In addition 17 new schemes were introduced 
into the regional programme with a further 90 schemes expected to come forward over the 
next 10 years. 

22. Disappointment over the Department’s decision to revoke funding for some Major 
Schemes has raised the profile of the relationship between the Department and local 
authorities in the context of projects such as light rail. There was severe criticism of the 
Department’s decision to reject schemes which local authorities had judged to comply 
with national transport strategy and priorities, and present good value for money. The 
Department for Transport claims to have made clear the value for money criteria; but 
local authorities indicated this was not the case: they still did not know why light rail 
schemes were rejected, they did not know what they were aiming for, or what would 
have allowed them to be approved. Our predecessor Committee identified in its report 
on Light Rail and Modern Trams that the Department’s delays and changes of policy 
added significantly to scheme costs. The Department must ensure that councils get the 
right advice at the right time to enable sensible decisions on whether to continue with a 
bid. The Department should publish clear information about the budgets available for 
Major Schemes in order that local authorities have a better idea of their chances of 
success. (Paragraph 103) 

Reply: The Department has published draft guidance for local authority promoters 
considering a light rail scheme. The guidance is intended to address the Committee’s 
recommendation (as set out in its report on the Future of Light Rail and Modern Trams in 
the United Kingdom, published in March 2005) that the Department must give clear 
guidance about the circumstances in which it is prepared to consider light rail schemes. 
The draft guidance sets out the Department’s policy on light rail schemes and provides 
guidance on how promoters can select the right transport solutions – recognising that light 
rail is unlikely to be the best solution in every case. It also gives advice on how an authority 
can optimise any light rail scheme it promotes. 

There is now a high level of transparency on the indicative budgets for major schemes, 
following the publication of Regional Funding Allocations. In the 10 year period from 
2006–15, these total £ 7.211bn to fund major LA schemes and HA schemes of regional 
(rather than national) importance. The Department welcomes early engagement with 
scheme promoters, though with the introduction of Regional Funding Allocations it is also 
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important that promoters have early engagement with the appropriate regional bodies, so 
that they may be given an indication of whether a scheme is likely to meet the relevant 
regional criteria for prioritisation. Regional prioritisation is now necessary before the 
Department will accept a new major scheme business case for consideration. 

Regional strategies 

23. The Department needs to clarify exactly what role the regional transport strategies 
and Regional Funding Allocations will play in its choice of Major Scheme approval. 
There must be transparency in how these different layers of decision-making and 
prioritisation interact. (Paragraph 105) 

Reply: The regions’ advice on priorities for Regional Funding Allocations was expected to 
be set in the context of the regions’ wider strategies, including the Regional Transport 
Strategy. The Government’s response to the regional advice broadly endorsed the regions’ 
recommendations, save for a few cases where schemes did not meet the Department’s 
value for money requirements.  

Once a scheme has been prioritised by the region within its Regional Funding Allocation, 
the promoter may submit a scheme bid to the Department for consideration. The scheme 
bid will then go through the approval process in the same way as before (e.g. it will have to 
demonstrate value for money, deliverability etc). We are putting in place arrangements to 
keep the region informed throughout the process so that it can provide continued advice 
on the prioritisation of a scheme, particularly if there are changes to the scope, costs or 
expected benefits. 

Private finance initiative 

24. Although the Department for Transport has promoted PFI as an option for 
funding major transport schemes it is notable that relatively few transport PFI 
proposals have been submitted. If the Department is serious about PFI, it should 
investigate what it needs to do to enable more authorities to benefit from this funding. 
If PFI is not appropriate to transport, the Department should consider making this 
funding available through other procurement forms. Given the lack of capital funding 
expected to be available for Major Schemes through LTP2, this option needs to be 
explored. (Paragraph 110) 

Reply: PFI and similar commercial structures have the ability to offer good value for money 
delivery mechanisms for transport projects and hence form an important part of the 
delivery options available to the Department. There is a strong track record of transport 
projects being delivered through PFI and PPP structures. To date, across transport as a 
whole, approaching 50 contracts with a capital value of approximately £22.5bn have been 
awarded, including Highways Agency roads, local authority light rail, highways 
maintenance and street lighting, DVLA estates refurbishment and the London 
Underground PPPs.  

The Department has an allocation of about £3bn of PFI Credit funding in the current 
spending round, available for local authority PFI schemes. This funding has so far been 
allocated principally to the street lighting programme and highways maintenance schemes. 
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The Department has committed around £700m in the latest round of funding under the 
street lighting programme. A number of other already approved projects are in 
negotiation, including earlier street lighting schemes, the Carlisle Northern Development 
Route and the Birmingham highways maintenance project (£950m). Other projects such as 
the Thames and Mersey Gateway crossings are at an earlier stage of development and 
represent a significant commitment of PFI Credit funding of around £500m. A project 
with proposed support of £437m PFI credits to extend the Nottingham light rail system has 
recently been approved by ministers for programme entry and we are also currently 
assessing 9 expressions of interest against an announcement of £600m PFI credits for 
further highway maintenance schemes, seeking in total around £3 billion in credits. 

There is, therefore, substantial demand for the use of PFI in the local authority transport 
sector far in excess of available funding. The Department’s current guidance requires 
authorities to consider its use for all proposed schemes worth £25m or more.  

Transport Innovation Fund 

25. The Transport Innovation Fund signals a welcome injection of capital funds into 
transport: when it comes to fruition it will dwarf the Local Transport Plan budget and 
Regional Funding Allocations. However, the Fund also represents a major shift away 
from local transport planning: it is nationally administered and bypasses the strategic 
frameworks provided by Local Transport Plans and regional transport strategies. 
Because the Fund is available only for projects which meet two transport priorities 
identified by central Government, it represents a move away from local determination. 
It is confounding that, having taken pains to establish a planning, funding and 
performance management regime through the Local Transport Plan and regional 
transport strategies, the Department should now seek to undermine this so severely 
with a separate new fund of the size and type of the Transport Innovation Fund. The 
Department should set out the rationale for introducing the Fund in such a context; 
and why the Fund’s two priorities should override the four shared transport priorities 
agreed by the Department and the Local Government Association. The Transport 
Innovation Fund is not in any way about local choice or local schemes but about central 
government transferring its risk to local councils for what are schemes of national 
importance. It is not about innovation; it is about central control. (Paragraph 116) 

TIF sits alongside the record levels of investment being delivered through RFAs and LTPs. 
It is deliberately outside the usual funding streams, as it has been established to tackle two 
national priorities – productivity and congestion. The intention to establish the TIF was set 
out in the Future of Transport White Paper and has subsequently been developed by 
Guidance published in July 2005 and January 2006. 

As the guidance set out Congestion TIF will be used to support packages devised by local 
authorities which combine hard demand management and transport investment to 
address congestion problems. We know that developing robust packages to tackle 
congestion through the use of demand management schemes will not be easy. So we are 
making money available to LAs in advance of substantive TIF funding to help them 
develop solutions. Ten areas have been awarded funding in two rounds. Greater 
Manchester, West Midlands, Tyne & Wear, Durham, Cambridgeshire, Shropshire and 
Bristol were awarded money in the first round. Three new areas 
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(Nottingham/Leicester/Derby plus surrounding shires, Reading and Norfolk) have been 
supported in the second round, at the start of November.  

26. The sudden availability of the Transport Innovation Fund raises the question why 
this money could not have been made available to transport sooner, and why it is not 
being made available to deliver the transport priorities identified by the regions in 
recent advice to government, and the Major Schemes proposed through the Local 
Transport Plans. We suggest that more of this pot should be made available for local 
schemes judged to be important by local authorities. (Paragraph 117) 

The Transport Innovation Fund represents a new approach by the Department for 
Transport to the allocation of some of its budget. Through the TIF, we will be able to direct 
resources towards the achievement of two very high priority key objectives – specifically 
tackling congestion and improving productivity. The principle underlying the TIF is that 
resources should be allocated on the basis of an assessment of how these objectives can be 
most effectively and sustainably met. It is consistent with the approach taken in the 
Eddington review and moves the way we plan transport spending away from incremental 
increases for modal blocks to identifying the interventions that most contribute to overall 
transport targets. 

The Long Term Funding Guideline for Transport, of which the TIF is a part, was 
announced in July 2004 on the basis of what is likely to be affordable for transport 
spending over the long term within the Treasury’s fiscal framework. The TIF was therefore 
created almost four years before the funding will become available. This has enabled time 
for the detailed planning and preparation work that is currently underway and will ensure 
the funding is allocated in the most effective way to achieve the key objectives of the fund. 

Capital-rich, revenue-poor 

27. It is a matter of serious concern that a shortage of revenue funding is harming the 
delivery of local transport improvement schemes. The fact that council treasurers have 
resorted to reducing capital expenditure in order to ease pressure on the revenue 
budgets is indicative of a serious imbalance between capital and revenue funds. The 
Government must ensure that there is a proper balance between capital and revenue 
funding in future years, if necessary by switching money from one pot to the other. 
(Paragraph 122) 

By 2007–08, Revenue Support grant to local authorities will have increased by 39% in real 
terms since 1997, and local government overall will have had above inflation grant 
increases for ten consecutive years.  

28. The Department should consider how better integration of capital and revenue 
streams would strengthen transport asset management. We support the efforts of some 
authorities to include asset management programmes within their Local Transport 
Plans. The Government should look at how best to encourage sustainable and better 
use of assets by local authorities, through the way that it provides capital and revenue 
funding. More flexibility between the two should be considered. Capital grants give 
certainty of funding but less flexibility and work against consideration of whole-life 
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costing over time that would be better served by the application of depreciation and 
cost of capital funding. (Paragraph 128) 

Reply: The Government fully accepts the need to balance capital and revenue funding to 
ensure efficient use of resources overall. The Government is however committed to 
planning future funding with regard to two fiscal rules, the golden rule and the sustainable 
investment rule. Switching capital to revenue without regard to these rules would be 
unsustainable and would breach the principles of sound public finance. 

29. There is clearly confusion among local authorities about the extent to which they 
are permitted to use capital funding to support ‘Smarter Choices’ measures which are 
intended to complement investment in transport infrastructure. The Department’s 
response, that decisions about the purposes for which capital allocations may be used 
are ‘ultimately matters for local authorities and their auditors’ is unhelpful. We 
recommend that the Department issue, as a matter of some urgency, detailed guidance 
on the circumstances in which capital funding may be used to support these measures, 
with a view to increasing their impact. (Paragraph 131) 

Reply: The ability to classify expenditure as capital is determined by accounting standards 
and guidance issued by CIPFA. The Department’s advice remains that what constitutes 
capital spending is a matter for local authorities and their auditors having regard, for 
financial reporting purposes, to proper accounting practices. The Department does not 
intend to issue guidance beyond what is provided for in the accounting standards and 
guidance. 

30. We are concerned that local authorities lack the revenue funding they require to 
make full use of their prudential borrowing powers because they are unable to service 
the debt. Having made these powers available to local authorities, the Government has 
a responsibility to ensure that they work in practice. It should therefore monitor the 
uptake of prudential borrowing and give proper consideration to proposals which 
would increase local authorities’ access to increased revenue. (Paragraph 135) 

Reply: The Government agrees that the introduction of the Prudential Borrowing regime 
has made a valuable contribution to local government capital programmes, allowing 
authorities to borrow funds without seeking approval from central government, subject to 
this being prudent and affordable.  

The Government however continues to finance the major part of local authorities’ capital 
programmes, by capital grants and by revenue funding of borrowing costs. The prudential 
system gives authorities the independence to undertake additional capital expenditure, on 
top of whatever the Government decides to support. In particular, it encourages authorities 
to explore projects which will generate sufficient revenue savings or income to cover the 
costs of the borrowing. The Government regularly monitors the use of prudential 
borrowing, which has already made a substantial contribution to capital investment across 
a wide range of service areas. In 2004–05 (the first year of the new system) self-financed 
borrowing paid for capital expenditure in England worth £1bn. In 2005–06, this rose to 
£2.4bn and the estimate for 2006–07 is £2.6bn.  

31. There is a case for ring-fencing a specific grant to invest in transport improvements. 
Transport for London has benefited greatly from such an arrangement. Transport 
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policy does not, however, operate in a policy vacuum and the momentum in Local 
government is for greater local flexibility in determining funding priorities. Local 
authorities wish to be free to spend the capital and revenue they receive on policy areas 
which are judged by local politicians to be of most importance. We are reluctant 
therefore to recommend ring-fencing of transport revenue. (Paragraph 139) 

Reply: The Government agrees that it would not be appropriate to ring-fence funding to 
local authorities for transport. Since local authorities provide a wide range of public 
services and facilities in their areas, they are best placed to make the difficult judgements 
about what services and facilities they should provide for their local taxpayers. 

Ring-fencing this funding would also run contrary to the direction of travel in the recent 
Local Government White Paper, which aimed to provide local authorities with the freedom 
and space to respond flexibly to local needs and demands. 

32. We agree that the Comprehensive Performance Assessment should not become 
involved in the minutiae of local transport decisions. However, given the tendency of 
local authorities to allocate only a small amount of the overall revenue budget to 
transport, we suggest that the successful implementation of the Local Transport Plan 
should be further emphasised in the high-level corporate component of the 
Comprehensive Performance Assessment. (Paragraph 141) 

Reply: The latest version of the Comprehensive Performance Assessment was introduced 
in December 2005. It was the subject of extensive consultation on how to reflect all key 
policy areas including those related to transport. 

Transport is considered in service assessments (as part of the environment block), is 
implicitly part of broader judgements (such as the Use of Resources) and is a key element 
within the overall Corporate Assessment (where achievement against local and national 
priorities is assessed). The Audit Commission believes that this is a clear and proportionate 
approach to assessing transport as part of the whole range of local authority public services. 

33. We look forward to the publication of the conclusions of the Lyons Inquiry into 
Local Government. We shall be interested to see what recommendations he makes on 
local authorities’ ability to raise funds locally to invest in transport improvements, 
having taken two and a half years to consider the issues in depth. We encourage Sir 
Michael to make his recommendations concrete and robust, and hope that having 
commissioned the review, the Government will act promptly to bring them into force. 
(Paragraph 145)  

34. It is encouraging that businesses have indicated their willingness to make a larger 
contribution to local revenue streams in order to enable local transport improvements 
to be delivered. It seems sensible to us that non-domestic tax should be determined 
locally rather than nationally. We therefore welcome the research being undertaken 
into the supplementary business rate proposals and hope that support for transport 
developments will be a key consideration. (Paragraph 155)  

35. Care should be taken to ensure that any new local taxes introduced to fund 
transport improvements are not regressive. They should instead aim to secure a 
financial contribution from significant beneficiaries. (Paragraph 159)  
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36. It is disappointing that local authorities have not made more use of the existing 
revenue raising powers available to them—congestion charging, workplace parking 
levies and developer section 106 funding. It is not immediately clear to us why 
authorities which have chosen not to use the charging mechanisms already available 
would be happy to impose other types of local charge on the business community and 
others. Nonetheless, given the difficulties currently experienced because of the shortage 
of revenue funding, we support further consideration and local trials of 69 measures 
such as land, employer and development tax, which would give greater powers to local 
authorities to raise revenue funds locally. The Department for Transport should work 
with local authorities in developing proposals to raise revenue locally to fund transport 
improvements. Such measures should provide sufficient revenue to support transport 
improvements which would otherwise not be possible. The ability to raise revenue 
should not be restricted to demand management measures such as congestion 
charging, but should instead be widened to encompass all authorities and provide 
genuine freedom to fit the solution to local problems and priorities. (Paragraph 160)  

Reply: The Government will look carefully at the conclusions of the Lyons Inquiry. We 
share the disappointment of the Committee that many local authorities have not made 
more use of the powers already available to them, and will continue to work with local 
authorities to ensure they make best use of available local resource. 

Strengthening Passenger Transport Authorities 

37. If Passenger Transport Authorities are to be capable of making significant 
improvements to transport services in major metropolitan areas, they will require 
enhanced powers over the transport system. Such powers must be accompanied by 
increased levels of accountability. We recommend that the Government explore the 
possibility of giving Passenger Transport Authorities such extended powers, funding 
and democratic accountability. In the interests of moving forward the debate, we 
recommend that one or two pilots of strengthened Passenger Transport Authorities are 
trialled over a City-Regional scale. (Paragraph 177) 

38. We welcome the Minister’s acknowledgement that if City-Regions are adopted, 
attention must be given to monitoring resources available to towns and mixed areas to 
ensure the transport needs of these areas are not neglected. (Paragraph 178) 

Reply: The Government recognises the challenges of integrating city and wider transport 
services and modes in order to respond effectively to increased transport demand and 
congestion. As was made clear in the recent Local Government White Paper and Queen’s 
Speech, we are proposing a package of reforms to enable a more coherent approach to be 
taken to transport in our major cities and aim to publish a draft Bill providing for this next 
Spring. We will be discussing where and what changes are needed with a wide range of 
bodies with an interest in governance over the coming months, including local authorities, 
Passenger Transport Authorities and Executives, before coming to any firm decisions.  

Conclusion 

39. Our inquiry identified a particular tension between central and local government. 
The Department for Transport currently looks to local authorities to implement local 
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transport improvements. But this is not a ‘hands off’ approach. The Department sets 
national priorities and the Government reviews and scores local transport plans against 
these. The Department then awards capital funding for the ‘integrated transport block’ 
according to performance, primarily against national objectives. It also determines 
which major transport schemes, proposed by local authorities, will be funded by central 
government. In the near future, in order to qualify for the large-scale funding of the 
Transport Innovation Fund, it will be necessary to fulfil an even narrower set of 
nationally-determined aims. Under such a system, it might be argued that little about 
the local transport plan framework is truly local. (Paragraph 180) 

Reply: The Department provides funding for the integrated transport block largely on the 
basis of need, but also on the basis of the quality of plan-making and delivery. The 
Department’s assessments of plan quality and delivery go much wider than national 
priorities and the frequency of these assessments is reducing. The Department has put in 
place a framework which enables local authorities to address local priorities in the plans 
and also empowered regional bodies to advise the Department about their priorities. 

The Department has also sought regional advice to influence decisions on which major 
projects should receive extra central government funding support. Projects developed for a 
wide variety of local objectives may be eligible.  

The TIF sits alongside the high levels of investment being delivered through Regional 
Funding Allocations and LTPs. The principal underlying the TIF is that resources should 
be allocated on the basis of an assessment of how the objectives, of tackling congestion and 
improving productivity, can be most effectively met that most contribute to overall 
transport targets. 

40. The difficulties created by the current dynamic central and local government are 
manifold. It can be seen in the limitations of the Passenger Transport Authorities and 
the number of major schemes which are never built and the services never run. The 
existing situation appears to have limited the ambitions of local government – 
considering the significant levels of investment and the planning efforts that have been 
applied, the scale of local transport improvements actually implemented since 2000 is 
somewhat disappointing. (Paragraph 182) 

Reply: The Department does not accept that it has limited the ambitions of local 
Government. In the last LTP period (since 2000) 36 major public transport schemes were 
awarded full approval with a total DfT contribution of approximately £562m. However it 
accepts it can make improvements. To this end, it recently reviewed its processes related to 
major schemes and consulted on guidance aimed at ensuring proposals are considered at 
the appropriate level of detail at the appropriate stage. It has also set a clear forward 
programme of priorities for new major schemes, informed by advice from regional bodies. 
It is also considering reforms to PTAs/PTEs. 

41. In the interests of an efficient and integrated transport system, this impasse must be 
overcome. The Department for Transport is failing to give clear and coherent signals to 
local authorities about how they should be expected to deliver radical improvements 
within the existing system. (Paragraph 182) 
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42. The structure of local government is under review and the conclusions of the local 
government White Paper, expected this autumn, may substantially influence what 
powers and funding local authorities have available to improve transport. It is vitally 
important that any changes must take into account the needs of transport authorities. 
(Paragraph 183) 

Reply: The Department will continue to work with local authorities to deliver transport 
improvements in the context of the wider policy, including that encapsulated in the Local 
Government White Paper. 

43. But even under the existing local-central framework, there are improvements which 
could be made. Too much waste of resources results from the way the Department for 
Transport interacts with local authorities. This could be reduced through streamlining 
the appraisal and bidding processes and the performance monitoring requirements of 
the Local Transport Plan framework. Closer collaboration between transport 
professionals at central and local level in needed, in order to clear obstacles to schemes, 
and smooth their implementation. Equally, local authorities must be bolder in 
prioritising and addressing local problems. The Government should also tackle the 
‘capital-rich, revenue-poor’ problem facing councils. Whilst the increase in capital 
funding is both welcome and much needed, it is of little benefit if revenue funding is so 
inadequate that schemes cannot be maintained once built, or if services cannot be 
funded to run along new infrastructure. A better funding balance should be achieved. 
(Paragraph 183) 

Reply: As previously stated, in order for the Department to take sound approval decision 
promoters are required to undertake an appropriate level of work before submitting their 
case to the Department. The Department will continue to make decisions based on the best 
possible information from LA’s with the Regional Funding Allocations process helping to 
reduce to risk of abortive scheme preparation costs. 

The Government fully accepts the need to balance capital and revenue funding to ensure 
efficient use of resources overall.  

The Department has done a lot of work to streamline and improve guidance, appraisal and 
bidding processes. It is also working ever closer with local authorities to smooth 
implementation of schemes. As a result, the quality of local transport plans has improved 
and there are many examples of strong delivery, as recorded in the recent report produced 
by WS Atkins on behalf of the Department, and it congratulates local authorities for their 
good work on these.  


