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Summary 

Our inquiry examined whether the East Midlands region receives an appropriate share of 
funding from the Government. In our Report we consider the role of regional bodies, 
including the Regional Minister, the Government Office for the East Midlands and the East 
Midlands Development Agency in securing, and lobbying, for funding. We also look at 
potential future challenges the region might face in relation to funding. We took oral 
evidence on transport, police and lottery funding and received written evidence on many 
other policy areas. 

As Government Departments’ budgets are allocated, it is difficult to aggregate regional 
figures on funding. However, some information on Government funding in the East 
Midlands is available. The Government Office for the East Midlands (GOEM) provided us 
with regional funding statistics drawn from a wide range of sources. The Government 
Office for each English Region must  produce annually an analysis of expenditure in their 
region, in similar format to that provided by GOEM for our inquiry. This information 
should be published. 

Concern was expressed about the “fragmented manner funds are disbursed through 
various agencies, each with separate objectives and targets.” We recommend that public 
expenditure should be mapped and co-ordinated at a strategic level. Witnesses suggested 
that ‘Total Place’ initiative could be a useful tool for achieving this. We call on the 
Government to publish an evaluation of the ‘Total place’ Pilots as soon as this is available.  

The East Midlands had the fastest growing population of any region between 2001 and 
2007 and this trend is projected to continue. Population statistics are a major factor in 
calculating the level of funding for public services, but we heard that they were not always 
sufficiently up to date. The Government and the Office for National Statistics must ensure 
that the most current population figures are available on which to base funding decisions. 
Mechanisms should be put in place to ensure that regular updates to these figures are 
available to ensure that funding better reflects current population figures and takes into 
account predicted changes. 

We heard that transport funding in the East Midlands was 65% less per head than for the 
UK. Other witnesses pointed out that the £69 million allocated for the linespeed scheme for 
the Midland Mainline is 25% less than the £90 million scheme to upgrade car parks at West 
Coast Mainline stations. We were also told that for relatively small investment major 
improvements could take place in the transport infrastructure, particularly the Midland 
Mainline, in the region. It is unacceptable that the region’s transport spending per head 
remains 65% less than the UK’s spend per head. We commend the investment of Network 
Rail and East Midlands Trains but are concerned that, due historic underinvestment in the 
region, it will still lag behind other regions. 

We also heard evidence regarding the benefits of the electrification of the Midland 
Mainline. We urge the Government to approve the electrification of the Midland Mainline 
as soon as possible. 
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On police funding, we heard that the funding formula was not being fully implemented 
and that a floor damping mechanism was being applied. The five East Midlands Police 
Authorities told us that, if the funding formula was fully implemented, it would deliver an 
extra £19 million of Government funding to police the East Midlands, enough to afford an 
additional 518 officers. We recommend that the Government should implement the police 
funding formula in full and phase out the floor and damping mechanisms. 

Since the introduction of the lottery in 1994, the East Midlands has received £1.2 billion of 
lottery funding. We note the slow start experienced by the region in obtaining lottery 
funding and commend the lottery distributors for their proactive efforts to rectify this. 
However, we are concerned that the region continues to lag behind other regions in terms 
of lottery funding.  

In conclusion, we welcome the increased funding that the East Midlands has received for a 
wide range of services and projects in the region. Whilst many services are not provided on 
a region wide basis, we note that the Government is encouraging regional bodies to work 
together in a more co-ordinated way. This is particularly illustrated in the development of 
an Integrated Regional Strategy which will provide guidance on transport, planning and 
housing matters. We see part of that strategy as being the identification and securing of 
appropriate levels of funding for the entire region. 

We are also concerned that the Government, when setting spending limits and targets for 
services in the East Midlands, is not always allocating the funding that their own formulae 
defines. As a consequence, we are concerned that some service providers are unable to 
meet the Government’s targets. More transparency and simplicity is required in the way 
funding levels are decided, particularly in relation to how formulae are devised and the 
weighting and damping mechanisms that are applied to them. It is essential that the data 
provided to inform the formulae is as current and complete as possible so that funding 
reflects current needs. 
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1 Introduction 

Our inquiry 

1. In our first inquiry we examined the East Midlands Development Agency and the 
Regional Economic Strategy. In the light of concerns expressed to us from a number of 
stakeholders in our region, we decided our second inquiry should examine whether the 
East Midlands receives an appropriate share of funding from the Government. We 
announced our inquiry on 23 July 2009 with the following terms of reference: 

• whether Government bodies, and local government, in the region, including but not 
limited to the police, health services, and education, receive an appropriate share of 
Government funding for these services available in the nation as a whole; 

• the processes by which the levels of such funding are decided; and 

• whether national funding bodies, such as Lottery Funds, allocate an appropriate share 
of their spending to causes and projects within the East Midlands region. 

2. We received 17 written submissions, which we publish with this Report. We would like 
to thank all those who took the time to submit evidence which we found helpful in 
informing the conclusions we draw in this Report. We also held three oral evidence 
sessions. A list of the witnesses to our inquiry and the written evidence received can be 
found at the end of this Report. We are very grateful to all our witnesses. 

3. In our Report we consider the role of regional bodies, including the Regional Minister, 
the Government Office for the East Midlands and the East Midlands Development Agency, 
in securing, and lobbying for, funding. We than go on to look at three areas of funding in 
more detail: transport, police and lottery. We then look at potential future challenges the 
region might face in relation to funding. 

The region 

4. The East Midlands has a diverse landscape, economy and population. There are large 
rural areas, such as the Peak District National Park, together with large conurbations and 
other industrialised areas. At 15,600 square km, the region is the fourth largest in England. 
It contains five counties: Derbyshire, Leicestershire, Lincolnshire, Northamptonshire and 
Nottinghamshire, and four unitary authorities: Derby, Leicester, Rutland and Nottingham. 
There are 36 districts contained within the region’s counties.  

5. The East Midlands faces a number of demographic and economic challenges. The 
population of the region in 2007 was estimated to be 4.4 million and this is expected to 
grow at a faster rate than any other English region over the next 25 years. There were 
approximately 1.8 million households in the region in 2006. This is projected to rise to 
about 2.4 million in 2026, a rise of over 30% from 2006. This is a faster rate of increase than 
the projected population increase. Between 2002 and 2007, dwellings in the region 
increased by approximately 90,000, an increase of 5%, one of the highest in the English 
regions. By 2007, the region had a stock of 1.9 million dwellings. 
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6. The employment rate in the region is above the UK average and has been so for a long 
time. In October to December 2008, the seasonally adjusted employment rate was 76.2% 
compared with 74.3% for England. The seasonally adjusted unemployment rate for the 
same period was 6.1% compared with 6.3% in the UK. However, unemployment is much 
higher in particular areas. The seasonally adjusted claimant count for the region in January 
2009 was 4%, above the UK average of 3.8%. The claimant count in the East Midlands 
closely follows the pattern of increase in the UK during the recent worsening economic 
climate, indicating that while the economic downturn is affecting the region, the economy 
is maintaining its position relative to other regions. Average (median) weekly earnings of 
full time employees in the region was £450 in April 2008, below the UK average of £479.  
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2 Regional Funding 

Regional Expenditure Data for the East Midlands 

7. Parliament distributes resources to Government departments, not regions. Departments 
in turn allocate budgets to support their objectives using their own funding methodology.1 
These budgets are allocated at national, not regional level. In addition, most public 
expenditure is targeted to benefit categories of individuals, rather than discrete geographic 
areas. Combined, these factors make it difficult to disaggregate regional figures. 

8. It is, however, possible to obtain some information about the public sector resources 
available in, or benefiting, English regions from different sources: 

• Public Expenditure Statistical Analyses (PESA)2 presents statistical analyses of public 
expenditure by region. It shows that the East Midlands region receives a 6% share of 
expenditure. All regions have seen increases in public expenditure and the regional 
proportions have remained similar over time. According to this measure, total 
identifiable expenditure on public services per head in the East Midlands has risen 
every year for the last five years; a 32% increase between 2003–04 and 2008–09.  

• Regional Agency3 programme budgets for spending on particular programmes. These 
give an indication of the expenditure over which there is some influence or control at a 
regional level. There is a wide range of public agencies operating at regional level: their 
budgets and use are determined by their own objectives.4 

9. The Government Office for the East Midlands (GOEM) cautioned against drawing 
conclusions from this regional expenditure data: 

Because public expenditure is planned and controlled on a Departmental basis rather 
than by reference to specific regions, PESA is put together as a statistical exercise by 
Treasury. Departments apportion their expenditure on the basis of where the benefit 
was experienced, rather than from actual spend data. This provides an indication of 
all spending by central and local government and public corporations in regions. 
Analyses are broken down further by specific functional headings such as transport, 
economic affairs and public services. 

Departments allocate budgets on the basis of need using a formula approach. The 
sophistication of the needs based formula allocations varies by Department and a 
variety of factors such as population, poverty and sparsity are taken into account.  

Regional boundaries are not intended to create areas of equal size, population or 
need. Differences in public expenditure reflect the differences in the regions. The 
majority of funding streams do not divide on a regional basis and are allocated on a 

 
1 Ev 49, Ev 54–55 

2 www.hm-treasury.gov.uk/d/pesa_180609.pdf; See also Ev 56–58 

3 This excluded Local Authority, Police and Health budgets funded directly by Central Government. 

4 Ev 58 
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local authority or primary care trust basis. Apportioning funding in this way 
inevitably leads to differences between regions, because these institutions are not 
evenly distributed.5 

10. Despite the limitations of existing regional expenditure data, the GOEM’s written 
evidence draws together statistics for the region from a wide range of sources.6 This data 
has proved useful to us by providing some idea of expenditure in the region. We 
recommend that the Government Office for each English Region produce annually an 
analysis of expenditure in their region, in a similar format to that provided by the 
Government Office for the East Midlands to this inquiry. That information should be 
published. 

How funding is disbursed 

11. Different areas of public funding are disbursed in different ways. Departments allocate 
budgets according to a formula. The sophistication of the needs based formula varies by 
Department and takes into account a variety of factors such as population, poverty and 
sparsity.7 A “floor damping” mechanism is also applied to some areas of funding. In order 
to protect authorities, the Government sets a minimum increase in grant compared to the 
previous year, adjusted to allow a like-for-like comparison. This grant ‘floor’ is calculated 
separately for different groups of authorities, depending on the services they provide. The 
cost of providing the guaranteed floor is met by scaling back the grant increases to those 
“authorities” above the floor. 

12. Advocates of “floor damping” argue that it provides the stability of an increase in grant. 
As the system is self-financing, this means that “non-floor authorities” will not receive the 
increase in grant that the formula suggests is required to provide services.  

13. In its written evidence, the East Midlands Regional Assembly (EMRA) expressed 
concern about the “fragmented manner funds are disbursed through various agencies, each 
with separate objectives and targets.”8 Councillor Roger Begy, Leader, Rutland Council told 
us: 

We have a seat on the funding working party and we are using that more and more 
to try to get the formula to reflect some of the needs that are specific to the East 
Midlands. It takes time to try to persuade some civil servants to change formulas and 
so on when you have statisticians going to the fourth decimal place. That is a little 
difficult. But that fourth decimal place is sometimes the equivalent of millions of 
pounds to the East Midlands.9 

14. In its written evidence, EMRA state: 

 
5 Ev 49 

6 Ev 49–58 

7 Ev 49 

8 Ev 91 

9   Q 94 
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Reflecting the ‘Total Place’10 initiative being pursued in the East Midlands through 
the Leicester and Leicestershire Multi Area Agreement, EMRA favours mapping and 
co-ordinating public expenditure at a strategic level.11 

The final report on the ‘Total Place’ Pilot for Leicester and Leicestershire was published in 
March 2010.12  

15. In oral evidence, Phil Hope MP, Minister for the East Midlands, was keen to explore 
whether the ‘Total Place’ could be used as a model in the future:13 

You will be aware of the work we are doing in the Total Place Pilots—Leicestershire 
is one of them. Those pilots are discovering a number of interesting aspects of 
analysis about the amount of public money that is spent, how it is spent, whether you 
could join that spending up and look at what is happening in different care pathways 
and so on, and whether we can make better use of existing resources so that we can 
both provide better services, care and health for people on alcohol and drugs—that is 
one of the themes—and save money by spending more efficiently. We have talked 
about a Total Place approach for one part of the region—Leicestershire—and, as we 
go forward, I am also intrigued to think about whether we could have a regional 
Total Place analysis. 

16. It is right that public expenditure should be mapped and co-ordinated at a strategic 
level and the ‘Total Place’ initiative could be a useful tool for achieving this. We call on 
the Government to publish an evaluation of the final reports from the ‘Total Place’ 
pilots as soon as this is available. We urge the Regional Minister to explore whether this 
method could be applied to the region as a whole. 

Regional Funding Advice 

17. As part of the 2004 Spending Review, in July 2005 the Government published 
indicative funding allocations for transport, housing and economic development and asked 
each region to submit advice on their priorities, to which the Government then responded. 
HM Treasury stated that:  

Regions’ responses set out a clear list of priorities within these indicative [funding] 
allocations and demonstrated wide agreement within each region on strategic 
priorities. The advice succeeded in strengthening alignment between Regional 
Economic and Spatial Strategies, and strengthening links between strategy and 
implementation by setting out the priority investments necessary to deliver regional 
objectives. 

 
10 Total Place is a new initiative that looks at how a ‘whole area’ approach to public services can lead to better services 

at less cost. It seeks to identify and avoid overlap and duplication between organisations—delivering a step change 
in both service improvement and efficiency at the local level, as well as across Whitehall. There are 13 pilot areas 
participating in the scheme, each area ensuring a diverse mix of economic, geographical and demographic profiles. 
These pilots have a real opportunity to rip up the text book and redesign the way public services are planned and 
delivered. 

11  Ev 91 

12 http://www.leicestershiretogether.org/mar10_total_place_final_report_v1.5.pdf 

13 Q 132 
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The advice was used to inform specific spending decisions that impact the region. A 
further result of the Regional Funding Allocations exercise was the development of a 
ten-year programme of transport schemes that the Government is now enabling 
Local Authorities and the Highways Agency to deliver.14 

18. HM Treasury went on to say: ‘The first exercise also strengthened the relationships 
between central Government and regions, so that regions are able to input to ongoing 
policy development.’15 

19. In July 2008, the Government launched a second such exercise. HM Treasury provided 
guidance on preparing the advice which set out:  

• Indicative long-term regional funding allocations for the interconnected areas of 
transport, housing, regeneration and economic development; and 

• Guidance for regions on how advice should be prepared, including how regions should 
incorporate skills priorities, and submitted to the Government.  

20. On 6 February 2009, following consultation with regional partners, emda and EMRA 
submitted the region’s funding advice, to the Government on 6 February 2009.16 The 
Government’s response to the Regional Funding Advice was published on 21 July 2009.17 

21. Although considered a welcome initiative by a number of witnesses, Dr Stuart Young, 
Executive Director, EMRA, said that regional funding advice was “certainly not the 
panacea for all our problems.”18 He added: 

Now we have had two rounds of regional funding advice, and I think that this region 
has done very well in how we have managed that. We would be very keen for an 
extension to regional funding advice, for example specifically to include skills. If you 
look at previous rounds, we have done particularly well on transport ... A degree of 
organisation and political—with a small p—maturity was shown; it was not a case of 
everyone looking to their own particular pet scheme. People actually looked at what 
would benefit the region as a whole ... We were able to look at cross-regional issues as 
well; we don’t need to look at the East Midlands in less-than-splendid isolation.19 

22. We commend the Government on the introduction of the Regional Funding Advice 
exercise. This provides the region with an opportunity to influence priorities for 
spending in the region. We urge the Government to consider whether the exercise 
could be extended to other areas of funding. 

 
14 HM Treasury, Regional Funding Advice: Guidance on preparing advice, July 2008, paras 2.1 & 2.2 

15 Ibid, para 2.3 

16 Available at: http://www.emda.org.uk/uploaddocuments/East%20Mids%20RFA%20Final%2018.02.09.pdf 

17 http://www.hm-treasury.gov.uk/d/rfa_east_midlands.pdf . The Department of Transport gave a separate more 
detailed response on transport issues: 
http://www.dft.gov.uk/pgr/regional/strategy/rfa/rfaround2/responses/rfaround2-eastmidlands.pdf 

18 Q 105 

19  Q 105 
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23. We commend emda, EMRA and regional stakeholders for the co-ordinated way 
they have responded to the Regional Funding Advice exercise. We urge them to note 
the advice offered by the Government for future exercises.  

Funding for the East Midlands 

24. In its written submission, EMRA argues that the region “lags behind the UK and 
England in many areas of public spending particularly public order and safety, economic 
affairs, transport, environment protection and housing and community amities.” EMRA 
provided the following statistics to support this assertion:20 

Table 1 

PESA Spending per head 2007–0821 

Function East 
Midlands 

England UK % less 
than UK 

£ less than 
UK 

1. General public services £106 £102 £119 12% £13

2. Defence £1 £1 £1 0% £0

3. Public order and safety £384 £474 £478 24% £94

4. Economic affairs £488 £572 £626 28% £138

of which—Transport £203 £315 £334 65% £131

5. Environment protection £117 £142 £148 26% £31

6. Housing and community 
amenities 

£114 £186 £212 86% £98 

7. Health £1,501 £1,626 £1,659 11% £158

8. Recreation, culture and 
religion 

£108 £111 £127 18% £19 

9. Education £1,203 £1,259 £1,280 6% £77

10. Social protection £2,805 £2,953 £3,025 8% £220

Total Expenditure on Services £6,827 £7,426 £7,675 12% £848

(Regional totals may conceal larger variations in spend per head within the East Midlands.) 

25. Dr Stuart Young, Executive Director, EMRA, stated that there were a variety of reasons 
for suggesting that the region was comparatively underfunded: 

I think part of our problem is that we are average. We have average levels of income 
and fairly average levels of employment. We are a region marked by a large rurality; 
we also have a number of core cities. In rural areas we have problems of access to 
services. In the urban areas there are obviously problems of deprivation. Also, in the 

 
20 Ev 90 

21 Public Expenditure Statistical Analyses 2009, HM Treasury, 2009 
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northern parts of the region there are problems with coalfield areas. As a region—we 
can perhaps pick this up in more detail later—we have an expanding population and 
a growing number who are of pensionable age, which is not necessarily picked up in 
funding formulas. We also have a low proportion of employment in the public 
sector, which in turn draws much funding from the centre as well. There are a 
number of reasons why as a region we receive low levels of public funding and low 
levels of resources. It is difficult to pinpoint one particular issue. 

26. David Parsons, Chair, EMRA, asserted that the East Midlands was “the lowest funded 
region in the country” and accepted that this may have been an issue under “Governments 
of all political colours”.22 The degree of underfunding, across a range of public services, was 
explained to us by Dr Stuart Young, Executive Director, EMRA: 

In some respects we have to interpret the figures. If you look at the total amount of 
funding given to English regions, we are the second lowest. If you look at the total 
amount of funding in regard to spending per head, we are the third lowest. But, 
usefully, the IPPR did a rather sophisticated piece of work that matched the level of 
funding against need and deprivation and looked at GDP per head. On those scores, 
where they relate funding to need in a region, this region is the lowest funded. We 
are the most underfunded region in England. Often the message out there is that we 
are not. People often look to the North East or the North West, and assume that they 
are the most underfunded regions. Actually they are not. Unfortunately, some of the 
averageness of this region masks the real level of need.23 

27. We put this to Phil Hope MP, Minister for the East Midlands. The Minister argued that 
it was not appropriate to compare funding on a regional basis: 

The difficulty of taking any geographical area, drawing a line around it and asking, 
“What does this area get?” is that whether or not the amount per person is more or 
less than an average across the whole country depends on where that line is drawn ... 
Is it because there is something wrong with the funding formula, which is 
discriminatory in some way; or is it because, when a fair funding formula is rolled 
out—after taking into account population growth, size and sparsity and the other 
such things—given our geographical boundaries and the fact that we are all part-
urban, it adds up in our region to an amount per head that is different from another 
region?24 

Population in the East Midlands 

28. One area that has been identified as having a potentially significant impact on the 
funding for the East Midlands is the projected population growth in the region. The 
following data has been released by the Office for National Statistics (ONS):25 

 

 
22 Q 91 

23 Q 92; The IPPR publication is Fair Shares? Barnett and the politics of public expenditure, July 2008 

24 Q 139 

25 Regional Trends, 24 June 2009: http://www.statistics.gov.uk/cci/nugget_print.asp?ID=2232 
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Figure 1 
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East Midlands: Projected change in population by age group, 2006 to 2026 

 
29. According to the ONS, the East Midlands had the fastest growing population of any 
region between 2001 and 2007 and this is projected to continue, with particularly large 
growth rates in older age groups. 

30. The population of the East Midlands was estimated to be 4.4 million in 2007, 7.2% of 
the population of the UK. The population of the East Midlands increased at the fastest rate 
of any English region between 2001 and 2007, rising by 5.0% compared with 3.1% for the 
UK. If current trends continue, it is projected that the region will have 5.3 million residents 
by 2026, 21% more than in 2006 and the largest increase among the English regions. 

31. In 2007, 16.3% of residents in the East Midlands were aged 65 and over, similar to 
England as a whole. The proportion in this age group is expected to grow much faster than 
the total population. Projections based on the 2006 population show that by 2026 over 21% 
of residents are expected to be aged 65 and over, an increase of 59% compared with 46% 
for England. The growth is even more marked for those aged 80 and over—nearly 80%, 
compared with 65% for England. 

32. A number of witnesses argued that population growth would have an impact on a 
range of services including policing, education, social care and transport infrastructure. 
Witnesses cited the delay in population statistics being available as a reason for funding 
difficulties. Dr Stuart Young, EMRA, pointed out that this would have an effect on 
planning service provision: 

We are the fastest-growing region in terms of population and also the fastest-
growing region in terms of population of pensionable age. Both of those will bring a 
number of pressures on service providers—for local authorities and for health and 
education. Our concern is that we have to respond to that, but we have to respond 
within the context of a fairly inflexible funding regime that does not necessarily pick 
up some of the recent changes. Often there is a lag. It takes a while for the funding 
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regime to change or to respond to some of the issues happening here and now, 
particularly population change.26 

33. Councillor Roger Begy, Leader, Rutland County Council, added that “2006–07 tends to 
be the up-to-date figures.”27 When he had discussed this with colleagues in Westminster 
and Whitehall, he said that the standard response was: “We need to make sure that they are 
accurate.”28 Dr Young agreed that this was a “fair point” adding: “There is no enthusiasm 
for using figures that are historical by their nature. There are problems of validation and 
also problems with collection.”29 

34. The East Midlands Police Authorities stated that, in respect of police funding, “the 
main flaw with the current funding formula is the way it deals with population and time 
lags inherent in the formula which fails to recognise the pace of population growth.”30 

35. Phil Hope MP, Minister for the East Midlands, accepted that this may be a potential 
problem:31 

There is always a sense in which the population data is lagging and getting more out 
of date. Even though it is updated by clever people that do that kind of thing, 
inevitably there is going to be some lag in some of the way that the formulae 
influence some of the spending. 

It is interesting that in some areas, such as schools for example, if you build a new 
housing estate they do have the ability to say, “We can predict these number of 
children and therefore we need a primary school of this size and if it gets bigger we 
might need a secondary school.” There is a more here-and-now action response to 
some aspects of funding in that sense, but I share the concern that we have to do this 
in some way. We do the census every 10 years. In between, it increasingly needs to be 
tweaked and updated to reflect population changes that are going on. Those changes 
are then fed into formulas that make a difference. 

36. Population statistics are a major factor in calculating the level of funding for public 
services. The Government and the Office for National Statistics must ensure that the 
most current population figures are available to be used for funding decisions. We 
recommend mechanisms should be put in place to ensure that regular updates to these 
figures are available to ensure that funding better reflects current population figures 
and takes into account predicted changes. 
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3 Transport 

Transport funding in the East Midlands 

37. The Government Office for the East Midlands set out the level of transport funding for 
the region: 

For 2009–10 to 2018–19 the region is allocated £2.1 billion for regional and local 
transport schemes, 10% of the national total of £20.8 billion, the seventh highest 
share of the eight regions. Annual expenditure by the region is limited by DfT, 
although the Department is allowing the region to overspend in early years to 
accommodate the simultaneous construction of the A46 and A453 schemes, with an 
additional £174 million being allocated by DfT to the region as part of the Fiscal 
Stimulus package to bring forward and accelerate the construction of the A46 
scheme.32 

38. In addition, other transport projects funded by capital budgets have been delivered in 
2008–09 and others were planned for 2009–10.33 

39. Figures provided by the East Midlands Regional Assembly show that in 2007–08 
transport spending in England was £315 per head and in the UK was £334 per head, 
compared with £203 per head in the East Midlands (65% less than the UK figure). 

40. The East Midlands Regional Assembly argue that there are underlying reasons for this 
underfunding. Funding allocations for major transport projects are “determined largely by 
current population size” with “no direct account being taken of traffic growth, 
infrastructure deficit or future population growth.”34 The Assembly assert that “this 
methodology does not benefit the East Midlands, which is projected to have the fastest 
growing population in England, and which until recently also had the highest level of 
traffic growth.” EMRA argued that other factors have meant the East Midlands receives less 
finding than it should have: the region’s three major cities are dispersed; underinvestment 
in the region’s railway system; the uneven distribution of expected population growth 
which is expected to impact higher in areas with less well-developed road and public 
transport systems; the relatively poor record of the region’s local authorities in obtaining 
grants from the Community Infrastructure Fund for new transport infrastructure; and the 
difficulty of funding major transport schemes from a limited regional budget, for example 
the A46 Newark to Widmerpool improvement scheme which could only have been 
achieved in phases over 10 years without ‘fiscal stimulus’ money from Government. 

41. TravelWatch East Midlands also expressed concerns regarding transport funding in the 
region.35 Nottinghamshire County Council expressed two major concerns about transport 
in the region: poor connections to London and poor connections to other regions. The 
County Council argued there had been an historic lack of investment in the Midland 
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Mainline resulting in lower average speeds to London than other comparable routes and 
that this had undermined growth in the region.36 Significantly, their evidence pointed out: 

• That the £69 million allocated for linespeed scheme for the entire Midland mainline is 
25% less than the £90 million scheme to upgrade car parks at West Coast Mainline 
stations; and 

• The M1 which runs parallel to the Midland Mainline is receiving a £1,500 million 
upgrade between London and Sheffield—more than 20 times the money allocated to 
the Midland Mainline upgrade. 

42. The rail companies acknowledged historic underspend but argued that this was being 
addressed. Network Rail stated they have “spent millions of pounds on major renewal and 
enhancement projects in the East Midlands to increase capacity, upgrade tack, structures, 
signalling, stations and car parks and improve line speeds”.37 They also highlighted the 
investment in ‘large enhancement projects’ over the next five years and argued that the 
Midland Mainline is one of Network Rail’s priority areas for investment. 

43. Similarly, East Midlands Trains stated “we believe the level of investment being made 
into rail services in the region is very high by historical standards.” They cited “capital 
investment totalling £30 million in improving the region’s rail services since the start of the 
franchise in November 2007 with a further £22.5 million of investment scheduled for 
completion in the first half of 2010.” They added “our plans for the franchise are to invest 
£90 million in improving rail services in the region.”38 

44. Jim Bamford, Rail Officer, Nottinghamshire County Council, accepted that there had 
been improvements but that the region was merely catching up after years of under-
investment: 

The region has been catching up and a lot of work has been done, both on the 
infrastructure and the train operating company, to improve things. I know there 
have been marked improvements in both respects recently, but essentially our rail 
services started from so far behind that I think there is quite a long way to catch up. 
In particular, on the Midland main line, in terms of average speeds and journey 
times to London, we are basically the poor relation of the inter-city routes to and 
from London. That is not a criticism of the train operating company at all; it is just a 
fact that the trains can only go as fast as the track will allow them.39 

45. Stephen Abbott, Secretary, TravelWatch East Midlands agreed “there is some catching 
up to do” and that it “is nice to see the money being spent.”40 

46. In response Phil Hope MP, Minister for the East Midlands said:  

 
36 Ev 78–85 

37 Ev 97 
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There are things such as transport. We are bidding for electrification, for example, 
which isn’t done by the funding formula—there is a pot of money for rail. I think it is 
my job, which I have been doing, with whatever success, to campaign for something 
for this region. If we get it, I guess another region won’t, because it is a single pot of 
money, and it’s just about demonstrating the value for money, the environmental 
gain and the importance to the region’s economy in winning that cash. We’re in the 
middle of that debate at the moment with transport.41 

47. Nottinghamshire County Council, East Midlands Trains and TravelWatch East 
Midlands submitted supplementary written evidence on two possible short term 
improvements to the infrastructure and journey times on the Midland Mainline. These 
were the provision of freight loops at Desborough, to allow passenger trains to overtake 
freight trains and take full advantage of the proposed linespeed improvements, and the 
realignment of track at Market Harborough to provide a straighter and faster route. The 
estimated cost of these improvements was £27.5 million (£10 million at Desborough and 
£17.5 million at Market Harborough). Their submission asserted that: 

Even with this additional £27.5 million, the MML allocation for CP4 would only just 
equal the £90 million that is being invested in the West Coast main Line car parks, 
and would still be far, far less than is allocated to the other Inter City routes or to the 
M1.42 

48. In response to these suggestions, Phil Hope MP, Regional Minister for the East 
Midlands, said: 

I don’t know the detail of the engineering works that require doing, but certainly it’s 
a good case of where, perhaps, relatively small investments in terms of train spend 
can have bigger impacts. We have to make the case for that cost-benefit analysis, 
because where we make it well we win. In my job I have to make a judgment about 
that. As a Minister I can’t take up every small project across the whole region. That’s 
why the Midland electrification is an appropriate thing to do. In terms of particular 
issues like that, local Members of Parliament might get involved too.43  

49. We note witnesses’ agreement that transport in the East Midlands has been 
historically underfunded. It is unacceptable that the region’s funding per head for 
transport remains 65% less than the UK’s spend per head. We commend the investment 
of Network Rail and East Midlands Trains but are concerned that, due to the historic 
underinvestment in the region, it will still lag behind other regions.  

50. We urge the Government to liaise closely with regional stakeholders to take forward 
schemes which, with relatively low investment, could mean major improvements in the 
transport infrastructure, particularly the Midland Mainline, in the region. 
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Electrification of the Midland Mainline 

51. In October 2009, Network Rail published the Network Route Utilisation Strategy on 
Electrification. In its submission to the Committee, Network Rail stated: 

Network Rail’s recently published Electrification Route Utilisation Strategy 
concludes that the electrification of the Midland Main Line—the main route from 
London St Pancras to Derby, Nottingham and Sheffield—has an extremely attractive 
business case and could, over the course of 60 years, pay for itself with the savings 
made from cheaper running costs and maintenance outweighing the initial 
investment to electrify the route. Electrification also brings considerable 
environmental benefits including increased energy efficiency and reduced air 
pollution.44 

52. East Midlands Trains made the following observations on electrification of the Midland 
Mainline: 

East Midlands Trains has been in active discussion with the Department for 
Transport and Network Rail regarding the business case for electrifying the Midland 
Main Line and associated routes.  

East Midlands Trains welcome the recommendation in Network Rail’s ‘Network 
RUS Electrification’ document (October 2009) that the Midland Main Line should 
be electrified between Bedford and Sheffield via Derby, plus Trent Junction to 
Nottingham and Kettering to Corby. This is an important step in the process of 
securing a commitment from the DfT to electrify the route.45 

53. In December 2009, EMDA published “The Case for High Speed Rail to the Three Cities”. 
The report sets out the business case for both a High Speed Rail link to encompass the East 
Midlands, as well as for the electrification of the Midlands Mainline. The High Speed link is 
seen as a long term plan, with the electrification seen as the more immediate short term 
goal. 

54. The report views the benefits of electrification as follows: 

• the journey times will be reduced by up to 12–14 minutes from Nottingham to London, 
8–9 minutes from Derby and 5–6 minutes from Leicester;  

• increased trains operating on the line; 

• improved access to the local infrastructure; 

• reduced operating costs; 

• economic boost to the Three Cities; 

• encourage future growth; and 
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• reduce CO2 emission by approximately 40%. 

55. Growth in the number of passengers using the Midland Mainline would mean service 
providers will receive additional revenue which could be reinvested in the region’s rail 
routes to other parts of the country.  

56. In November 2009, the Rt Hon The Lord Adonis, Secretary of State for Transport 
accepted that there was a strong business case for electrification of the Midlands 
Mainline.46 The 2009 Pre-Budget Report stated that the “Government would continue to 
evaluate the case for electrification of the Midland Mainline from London to Sheffield.” 
Similar positive indications have been made in the past but witnesses argued that now is 
the time for the Government to act. 

57. When we put this to Phil Hope MP, Minister for the East Midlands, he said he was 
encouraged by the support shown by the Secretary of State for Transport: 

I was very pleased to hear him say that electrifying the Midland main line isn’t a 
matter of if; it’s a matter of when. That, for me, represented a massive win for the 
whole campaign. Clearly, he is persuaded of the fact that it is the one remaining area 
of track that he would like to see going to the electrification programme. I think 
we’ve been very persuasive about the wider economic case: the benefits it would 
bring, the impact on businesses, the impact on individuals, the environmental 
impact and so on. Now it’s when rather than if, we should regard ourselves as having 
won a major victory.47 

58. The Minister was unsure when the decision on electrification might be made, but did 
set out how he saw his continuing role and that of regional stakeholders: 

The impression I got from Lord Adonis was that he’s keen to do this as soon as he 
can, given resources within the Department and the negotiations that he’s no doubt 
having with the Treasury. I see my role and the role of the whole campaign in the 
region as giving him as much backing as possible, to give power to his elbow when 
he’s making those arguments within his own Department and with the Treasury. I 
don’t know—that is the short answer to the question about when he might make the 
decision. I think it’s our job to do two things. One is to maintain a general campaign 
among all the players. Also, specific issues may need to be addressed [...] I’m talking 
about the detailed assessments and costs that you have to deal with if you’re going to 
electrify the line. The more we can look at these issues, address them and persuade 
those we need to persuade that they are fully understood, costed and put into our 
proposals, the more likely we are to get an earlier answer.48 

59. We commend regional stakeholders for their work on electrification of the Midland 
Mainline. We agree with the Minister for the East Midlands that they should continue 
their work to resolve any specific issues that need to be addressed so that a decision can 

 
46 Transport Committee, Transport Questions with the Secretary of State, HC 1087, Qq 37, 49 
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be made at the earliest possible date. We urge the Minister to continue to pursue this 
issue with colleagues in Government. 

60. We urge the Government to approve the electrification of the Midland Mainline as 
soon as possible. This will bring demonstrable major transport, economic and 
environmental benefits to the region and the country. 
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4 Police 

Police Funding allocations 

61. Police forces receive funding in two main ways:  

• from the Home Office through the police grant under the Police Act 1996. A Police 
Grant Report (England and Wales) is laid before Parliament each year by the Home 
Secretary setting out aggregate amount of grants for police purposes that it is proposed 
to pay under section 46 of the Act and the amount of grant proposed for each police 
authority under the same section.49  

• funding from a precept on Council Tax determined by each police authority. Council 
tax now counts for 23% of police force expenditure finance, compared to 13% in 2001–
02.50 

62. In addition, police forces receive funding through the Crime Fighting Fund, 
Neighbourhood Policing Fund and capital allocations.51  

63. In its written evidence, the Government Office for the East Midlands state that: 

In 2009–10 the East Midlands region received £511.8million in police general grants, 
an increase of 3.1% (15.2 million) over 2008–09. Every police force in England is 
guaranteed a grant increase of at least 2.5% every year until 2010–11. In 2009–10 East 
Midlands received an increase above this level. In total Government police grants to 
the East Midlands region increased by £256.5 million (66.4%, or 27.1% in real terms) 
between 1997–98 and 2009–10. 

Nationally the Police Service has benefited from a significant increase in resources 
over a sustained period. On a like-for-like basis Government grant for the police will 
have increased by over 60% or over £3.7 billion between 1997–98 and 2010–11.52 

64. In its evidence to our inquiry, the East Midlands Police Authorities state that the 
current funding situation means that “the East Midlands is not a well funded region. [It] 
receives the 4th lowest level of general Government funding for the police and the 4th 
lowest level of grant funding per head across the 9 UK Government regions.”53 They argue 
that ‘Lincolnshire Authority receives the lowest level of grant per head of any force 
nationally.’54 

 
49 The Report also states the considerations which the Home Secretary took into account in making her determination. 

In determining the allocation among police authorities of the whole or any part of the aggregate amount of grants, 
the Home Secretary may, under section 46(4) of the 1996 Act, exercise his discretion in applying such formulae or 
other rules as she considers appropriate. The Report does not cover police grant for capital purposes made under 
section 47(1) of the 1996 Act, police grant for the safeguarding of national security made under section 48(1) of the 
1996 Act, or police grant made for any other specific purpose. The Report has to be agreed by Parliament. 

50 House of Commons Library Standard Note, SN/SG/2616 
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65. According to the Police Authorities, “the Government’s decision to phase in the new 
funding formula means that each year forces in the East Midlands subsidise taxpayers in 
other regions.”55 They estimate that each East Midlands resident loses out on £4.31 of 
police funding, which amounts to £19 million per year across the East Midlands, the 
second biggest regional loss of grant nationally.”56 

66. In recognition of these problems, the Government has promised to review the formula 
again for the next Comprehensive Spending Review. It has also established the Police 
Allocation Formula Working Group which includes representatives from the Association 
of Chief Police Officers and the Association of Police Authorities.57 

67. However, the East Midlands Police Authorities assert that the main problem is not the 
formula itself, but that it has not been implemented fully due to the application of a floor 
damping mechanism,58 which ensures that all police forces and authorities receive a 
minimum year on year increase of 2.5%.59 Chief Constable Richard Crompton, 
Lincolnshire Police, said “in the East Midlands, all five the constituent forces lose out as a 
result of [the] damping formula. Were the funding formula to be implemented to its full 
extent, we would actually receive 6.8% more in our budgets and be able to afford 
something in the region of 518 additional officers as a result.”60 

68. Janet Birkin, Chair, East Midlands Police Authorities Joint Committee, added “[W]e 
recognise in the East Midlands that although there is a floor of 2.5%, this year we received 
3.1%, and next year we will receive 3%. So we recognise that the Government have some 
recognition of the challenges we face; but clearly when we should be receiving an 
additional 6.8% it is not sufficient to address the risks that the East Midlands face. I am sure 
that you will all remember that in the “Closing the Gap” Report by Denis O’Connor, we 
were seen as the Government region that had the highest risk.”61 

69. The East Midlands Police Authorities estimate that “if the formula were implemented 
entirely, it would deliver an extra £19 million of Government funding to police the East 
Midlands which is very close to the extra £22 million which the five East Midlands Police 
Authorities estimate they need to spend to address the immediate policing risks they 
face”.62 

70. When asked about consultation on the floor damping mechanism, Janet Birkin said: 
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58 Floor Damping: This is now a permanent part of grant distribution. Grant floors are set for different classes of 
authority. Those whose grant increase is above the floor will have their grant scaled back to pay for those protected 
by the floor. (definition from Greater Manchester Police Authority: Revenue Budget and Capital programme 2007-
08, published February 2007, para 3.10) 
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To use your words, Judy, it comes from on high. There is no consultation 
whatsoever. Whereas there is a fairly transparent process with regard to the funding 
formula, there is none of that with regard to the damping issue. 

71. We recommend that the Government introduce more transparency and 
consultation on the way floor damping applies to police funding. 

72. We commend the Government on the increases in police funding since 1997. 
However, we are disappointed that the Government has not implemented the funding 
settlement in full. The region is missing out on £19 million of police funding which 
would mean an additional 518 officers. We recommend that the Government should 
implement the funding formula in full and phase out the floor and damping 
mechanisms. 

The Comprehensive Spending Review 

73. The Government has announced that the next Comprehensive Spending Review is to 
be delayed due to the current uncertain economic situation. On 9 December 2009, when 
introducing the Pre-Budget Report in the House of Commons, Rt Hon Alistair Darling 
MP, Chancellor of the Exchequer, said “for as long as extraordinary uncertainties remain 
in the world economy, this is not the time for a spending review. We have already set out 
clear and firm departmental budgets for the next financial year, but to try and fix each 
Department’s budget now for the next five years is neither necessary nor sensible.”63 

74. The CSR has provided some certainty to planning and resource allocation. Its delay is 
seen by some witnesses both as a problem and an opportunity to improve it. For example, 
Janet Birkin, Chair, East Midlands Police Authorities Joint Committee, stated that the three 
year Comprehensive Spending Review (CSR) period means that “our planning and 
budgetary decisions are much better informed. However [...] we were disappointed that, at 
the same time, there wasn’t the opportunity, or the Government didn’t take the decision, to 
phase out the damping and floor.”64 She was also concerned about delays to the new CSR 
period, “one of the issues caused by having a late response on the new CSR period and if 
our grant funding is cut back, which is anticipated, [...] because of the current economic 
climate-much of our costings will be around staffing at 80%-will be that clearly, police 
officer numbers will have to reduce. This is the only way that we can make quick changes 
to our budget, whereas if we had a longer lead-in time, maybe that would not be affected in 
quite the same way.”65 

75. We urge the Government to ensure that the delay to the next Comprehensive 
Spending Review does not impact on police funding in the East Midlands.  

 
63 HC Deb, 9 December 2009, cols 368–369 
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Review of the police funding formula 

76. As mentioned previously, the Department for Communities and Local Government 
and the Home Office have established another review of the funding formula. In their 
evidence East Midlands Police Authorities accept that “no funding formula can provide the 
‘perfect’ distribution of resources.” The police argue that the “current formula has been 
developed and refined over many years to offer a relatively objective grant distribution 
system and provides a good assessment of the needs faced by all Police Authorities.” They 
warn that wholesale changes to the current system could risk making funding disparities 
much worse. They go on to argue that specific reforms would be much more effective in 
ensuring funding quality. The main flaw they identify with the current funding formula is 
the lack of currency in population data and the failure to recognise population growth. 

77. Phil Hope MP, Minister for the East Midlands, accepted that this may be a potential 
problem:  

So I share your view: if you have a population-based allocation formula, how often 
and how regularly should you update that, based on a census that goes on every 10 
years and is then amended? These are real challenges, but we are doing it as best we 
can. The Government are doing the best they can.  

Does this region, in some way, disproportionately suffer from lagging population 
because we have growth that isn’t compensated for? Certainly, if you have evidence 
about that I would be interested to hear what that was and we might, therefore, take 
that forward.66 

78. We recommend that the Government and the Office for National Statistics ensure 
that as up to date as possible population figures are available for police funding 
decisions. 
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5 Other funding areas 
79. During our inquiry we also received evidence on other areas of funding. We took oral 
evidence on lottery funding and received written evidence on other areas, including health 
and education. We examine these below. 

Lottery funding 

80. The Government Office for the East Midlands (GOEM) sets out the rules for how 
lottery funding bodies function. The Department for Culture, Media and Sport “issues 
policy directions setting the strategic distribution framework within which the 
independent lottery distributing bodies work.”67 Distributors are required to take into 
account a number of issues when making funding decisions including the need to ensure 
that all areas have access to lottery funding. GOEM argue that lottery distributors have 
done much to assist areas where expertise was lacking to submit successful lottery 
application. They pointed out that lottery funding is awarded in response to ‘competitive 
applications’ which means there is no target or guaranteed level of funding to particular 
geographic or regional area although distributors occasionally apply indicative regional 
allocations for specific funding programmes to ensure there is a good geographic spread of 
lottery funding. However this is no guarantee and projects still need to submit good quality 
applications.68 

81. In 2008–09, individuals and organisations in the East Midlands received 1,012 grants 
from lottery distributing bodies with a value of £80 million which was 8.5% of the UK 
total.69 

82. The Big Lottery Fund informed us that £23 billion had been raised for Good Causes in 
the UK with well in excess of 300,000 grants awarded since the National Lottery was 
created in 1994. By March 2009, the East Midlands had received nearly £1.2 billion. The 
table below shows the amount of funding by distributor: 

Table 2 

The total awards in the East Midlands from 1994 to March 2009 

Big Lottery Fund £567,576,531 

Arts Council England £117,898,202 

Heritage Lottery Fund £226,987,588 

Sports England £282,481,744 

EM Media £2,072,260 

Total £1,197,016,325 

 

 
67 These are the four national Arts Councils,; four national Sports Councils, the UK Sports Council, the Heritage Lottery 

Fund, the Big lottery Fund, Scottish Screen, and the UK Film Council. 
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83. The Big Lottery Fund provided us with the following regional comparison in respect of 
their funding:70 

Table 3: Big Lottery Fund: Expected and actual share of funding June 2004–December 2008 

 EXPECTED SHARE OF FUNDING ACTUAL SHARE OF FUNDING 

 

% Regional 
Funding 
based 100% 
on regional 
pop 

50% 
pop/50% 
dep 

% Regional 
Funding based 
100% on 
deprivation 

Total funding  
1 Jun 04–31 
Dec 08 (£m) Regional Share  

East 11.0% 7.2% 3.4% 70.6 7.9% 

East Midlands 8.6% 7.9% 7.2% 68.0 7.6% 

London 14.8% 18.0% 21.2% 137.3 15.4% 

North East 5.1% 6.9% 8.6% 62.3 7.0% 

North West 13.6% 17.7% 21.7% 149.6 16.8% 

South East  16.2% 10.5% 4.8% 96.2 10.8% 

South West 10.1% 7.4% 4.7% 105.1 11.8% 

West Midlands 10.6% 12.6% 14.6% 104.5 11.7% 

Yorkshire & the 
Humber  

10.1% 12.0% 13.9% 98.7 11.1% 

England-wide n/a n/a n/a 111.9 n/a 

Total   1,004.3  

Note: 

Population figures based on mid-2005 Office of National Statistics estimates. 

84. We questioned regional representatives from lottery distributors on whether the East 
Midlands had received an appropriate share of lottery funding since the establishment of 
the lottery in 1994. The lottery distributors agreed that the region this had not been the 
case in the “early years” particularly in relation to large scale projects. Laura Dyer, 
Executive Director of the Midlands and South West, Arts Council, said: 

From an arts point of view, that was true in the early days. What we have striven to 
do over the past 10 years is to work really hard. It was actually slightly about raising 
ambition and aspiration for some of the big projects, particularly for the large capital 
awards. We were slow off the blocks in terms of starting and getting in those large-
scale applications. Obviously, over the past 10 years that has transformed.71 

85. Anne Rippon, Regional Strategic Lead, Sport England (East Midlands), agreed: 

That was certainly one of the concerns that we had in the early days. We were getting 
quite a lot of small projects through, so the actual numbers, in cash terms, were quite 
low compared with other regions, but we had lots of projects coming through, so 
there were lots of projects, but smaller projects. What we have tried to do over the 
years is work together to look at areas of need and address some of the issues that are 
behind that.72 
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86. Anne Rippon, Regional Strategic Lead, Sport of England (East Midlands), suggested 
that the East Midlands suffered because, unlike the West Midlands, it did not have a major 
conurbation to take forward large projects: 

[O]ne of the issues for the East Midlands is having Nottingham, Derby and Leicester 
rather than having, say, a Birmingham as they have in the West Midlands. We do not 
have the large city authority to take forward the really big projects.73 

87. The lottery distributors outlined some of the measures they had taken to try and 
increase the level of lottery funding allocated to the region in the early years. These 
included a regional lottery distributors forum which took a collective look at issues 
affecting lottery funding. Where common issues were identified, they worked together with 
bodies such as funders forums and local authorities to identify potential projects and issues 
that may be delaying them. The Arts Council and the Sports Council told us that they had 
also identified ‘cold spots’ for funding in the region. The lottery distributors stated that this 
outreach had continued, for example through working with arts and sports development 
officers at local and county level.  

88. A number of witnesses agreed that the application process for funding was often 
unnecessarily complex and put off people applying. The Big Lottery Fund told us it had 
been proactive in working with councils for voluntary services and voluntary action groups 
to ensure that they were “skilled up to a level to apply successfully.” Sean Tizzard, Big 
Lottery Fund, did however express concern about the complexity of application forms and 
that work was underway to make them simpler. The Sports Council used county sports 
partnerships in providing “information about grants and in supporting people who want to 
make bids for grants to let them know what is around and how our small grants, which are 
very important for small clubs, work.” The Arts Council had similar arts partnerships and 
had held forums and workshops. The lottery distributors also confirmed that they have 
mechanisms in place for assessing the impact of funding. 

89. Phil Hope MP, Minister for the East Midlands, said 

As the Regional Minister, if it seems to me that we’re not bidding well enough, the 
ambition is not high enough or that we’re not putting enough bids in, could I do a 
better job—I haven’t been doing a job at all, as it were—of raising awareness and 
encouraging bigger bids for the lottery? I feel that I could do something—it would be 
the right and appropriate thing to do.74 

90. We welcome the £1.2 billion of lottery funding that the East Midlands has received 
since 1994—this has had an enormous impact on individuals and organisations in the 
region. We note the slow start experienced by the region obtaining lottery funding and 
commend the lottery distributors for their proactive efforts to rectify this. However, we 
are concerned that due to this slow start, the region continues to lag behind other 
regions in terms of lottery funding. 

 
73 Q 41 

74  Q 129 
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91. We note the assistance that lottery distributors give to potential applicants for 
lottery funding. We commend their efforts to increase the number of applicants from 
the region. To assist with this effort, we urge the Government and lottery distributors 
to continue to examine ways to simplify the application process without diminishing 
the requirement for good quality applications. 

Health funding 

92. The East Midlands has nine Primary Care Trusts (PCTs) which are responsible for 
commissioning health and healthcare services for their local population. PCTs hold their 
community’s share of the regional NHS budget and serve a range of rural, inner city and 
urban populations. NHS East Midlands is the strategic regional body for the NHS in the 
East Midlands. 

93. The Department for Health regional revenue funding allocations to the NHS were £6.4 
billion in 2009–10 and £6.7 billion in 2010–11 which represents about 8% of the revenue 
allocations totals for England (of £80 billion in 2009–10 and £84 billion in 2010–11). The 
revenue allocations are made primarily to PCTs which act as commissioning bodies. 

94. Using the pre-2009-10 funding formula, all PCTs in the East Midlands were “under 
target” i.e. actual funding was less than the assessed funding needs.75 NHS East Midlands 
told us that “all nine PCTS in the region remain under target at present with eight PCTS in 
the worst 20 for distance from target.” 76 

95. A new funding formula was introduced from 2009–10 which takes account of several 
components: population, age, need, market forces and health inequalities. NHS East 
Midlands state that the new formula “recognises the higher needs of Primary Care Trusts 
in the East Midlands and, as a consequence, East Midlands PCTs benefit directly from 
higher levels of growth funding.”77 NHS East Midlands highlighted that the new formula 
meant that the average growth in allocations for PCTS in the East Midlands is 12.3% over 
the two years, 2009–10 and 2010–11, compared with England’s average of 11.3%. This 
means that all the region’s PCTs, apart from Derby City, are in the top two deciles for 
growth over these two years. 

96. We welcome the increased provision for health services in the East Midlands under 
the new funding formula. We will continue to monitor the situation to see whether the 
expected higher levels of funding are achieved. It is important that the data used for 
calculating funding under the formula is as up to date as possible so as to ensure the 
funding meets current needs and not those of the past. 

Funding for Schools and Children Services 

97. The main funding for schools and children services is distributed to local authorities by 
formula. The formula takes account of account of population (for schools, pupil numbers) 

 
75  Ev 50 

76  Ev 106 

77  Ibid 
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and deprivation levels (including educational disadvantage, the costs of services in the area 
and sparsity).78 Non-schools children services are funded through the local government 
system from a combination of formula grant and area based grant. Other initiatives are 
supported through ring-fenced grants. 

98. The main funding for schools for pupils aged 3–16 is through the Dedicated Schools 
Grant which local authorities must spend in support of their schools budget. Post-16 
education is funded separately. Other specific grants are also paid to local authorities and 
schools. According to the Government Office for the East Midlands (GOEM), the region 
received £2,777 billion (8.3% of national total) in school grants in 2008–09, increasing to 
2,847 billion in 2009–10 (8.2% of national total).79 The Government Office added that the 
national average of Dedicated Schools Grant spending per pupil will increase from £4,066 
in 2008–09 to £4,398 in 2010–11, an increase of 8.2%. The equivalent figures for the East 
Midlands are £3,855 rising to £4,184, an increase of 8%. Figures provided by the East 
Midlands Regional Assembly show that in 2007–08 education spending in England was 
£1,259 per head and in the UK was £1,280 per head compared with £1,203 per head in the 
East Midlands (6% less than the UK figure). 

99. We recognise that there have been significant increases in funding for education since 
1997. Nevertheless, some areas in the region complain about underfunding. Leicestershire 
County Council were the only local authority from the region to submit evidence on 
schools funding to our inquiry, presumably because they felt they had received less funding 
than they were due. The Council told us that it received the lowest level of Dedicated 
Schools Grant per pupil in England. The Council added that the amount it received per 
pupil was “5.4% less than the average of neighbouring counties, 6.2% less than the average 
of shire councils, 11.6% less than the average of England, 7.7% less than Rutland and 13.5% 
less than the City of Leicester.”80 Leicestershire County Council accepted that “one 
authority has to be at the bottom of the league” but found it difficult to “understand the 
level of disparity against apparently similar authorities.”  

100. In seeking to explain why such disparities exist following the application of the schools 
funding formula, Stephen Hillier, Regional Director, Government Office for the East 
Midlands, said: 

I want to mention the London effect. When you look at an England average and 
compare all the regions to that, the England average is always heavily inflated by the 
uplift for London. If you look at figures for schools in all the regions other than 
London, they are bunched around £4,100 per capita to £4,300. The London figure is 
£5,260, which inflates the England average to nearly £4,400. So actually the East 
Midlands are not doing too badly compared to other regions, but we are all doing 
badly compared to London, for reasons everybody will understand.81 

Mr Hillier added: 

 
78 Ev 50 

79 Ev 50–51 

80 Ev 102 

81 Q 140 
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I would go back to the discussion that we’ve had so far, which is that that would be 
based on national formulae. There would be a whole complex range of factors—the 
way in which deprivation is measured; all of these things are consulted on, on a 
regular basis. Authorities make their representations. Generally the LGA has been 
very supportive of the way these different formulae have come out, and the one thing 
I would say about the school service is that I think it’s better at dealing with the 
population lag than some of the other services, because there are these annual 
surveys of pupils, which keep that reasonably up to date.82 

101. Phil Hope, Regional Minister for the East Midlands, added: 

Indeed, I’ve certainly argued in the past, before I became a Member of Parliament, 
that the funding formula that existed then was desperately unfair, particularly for the 
county that I was then an elected county councillor for. We’ve changed a lot of the 
funding formulae as a Labour Government, and I think we’ve made the funding 
formulae fairer than they were. We then can question the pace of roll-out of those 
funding formulae.83 

The Minister went on to assert: 

Ultimately, what’s most important is that since 1997, revenue funding per pupil in 
this country has gone up by 39%.84 

102. On 15 March 2010, the Department for Children Schools and Families launched a 
consultation on the Government’s proposals for the distribution of schools funding from 
April 2011.85 The consultation document states that around £4.5 billion is distributed to 
schools through specific grants. The intention is to incorporate as many of these grants as 
possible into the Dedicated Schools Grant. The department assert that this will “both 
simplify the process and give further control to schools and local authorities. After the 
incorporation of other grants proposed in the document, the DSG will total over £35 
billion and will form the vast majority of funding for schools.” The Secretary of State for 
Children, Schools and Families has announced that the Government intends to set a 
Minimum Funding Guarantee. 

103. We welcome the increased funding for schools since 1997. We also welcome the 
Government’s review of the schools’ funding formula. We urge all local authorities in 
the East Midlands and other regional stakeholders to participate in the Government’s 
consultation on school funding. We will monitor the effect of the new formula to 
ensure that the East Midlands is not disadvantaged. 

 
82 Q 141 

83 Q 143 

84 Q 145 

85 Department for Children, Schools and Families, Consultation on the future distribution of school funding, March 
2010  
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6 Conclusion 
104. We welcome the increased funding that the East Midlands has received for a wide 
range of services and projects in the region. Our inquiry has focused on whether the 
East Midlands receives an appropriate level of funding and examined whether the 
mechanisms for allocating and delivering that funding from Government, national 
funding organisations and regional bodies could be improved. 

105. Whilst many services are not provided on a region wide basis, we note that the 
Government is encouraging regional bodies to work together in a more coordinated 
way. This is particularly illustrated in the development of an Integrated Regional 
Strategy which will provide guidance on transport, planning and housing matters. We 
see part of that strategy as being the identification and securing of appropriate levels of 
funding for the entire region. 

106. We are concerned that the Government, when setting spending limits and targets 
for services in the East Midlands, is not always allocating the funding that their own 
formulae defines. As a consequence, we are concerned that some service providers are 
unable to meet the Government’s targets. More transparency and simplicity is required 
in the way funding levels are decided, particularly in relation to how formulae are 
devised and the weighting and damping mechanisms that are applied to them. It is 
essential that the data provided to inform the formulae is as current and complete as 
possible so that funding reflects current needs. 
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Conclusions and recommendations 

1. We recommend that the Government Office for each English Region produce 
annually an analysis of expenditure in their region, in a similar format to that 
provided by the Government Office for the East Midlands to this inquiry. That 
information should be published. (Paragraph 10) 

2. It is right that public expenditure should be mapped and co-ordinated at a strategic 
level and the ‘Total Place’ initiative could be a useful tool for achieving this. We call 
on the Government to publish an evaluation of the final reports from the ‘Total 
Place’ pilots as soon as this is available. We urge the Regional Minister to explore 
whether this method could be applied to the region as a whole. (Paragraph 16) 

3. We commend the Government on the introduction of the Regional Funding Advice 
exercise. This provides the region with an opportunity to influence priorities for 
spending in the region. We urge the Government to consider whether the exercise 
could be extended to other areas of funding. (Paragraph 22) 

4. We commend emda, EMRA and regional stakeholders for the co-ordinated way they 
have responded to the Regional Funding Advice exercise. We urge them to note the 
advice offered by the Government for future exercises.  (Paragraph 23) 

5. Population statistics are a major factor in calculating the level of funding for public 
services. The Government and the Office for National Statistics must ensure that the 
most current population figures are available to be used for funding decisions. We 
recommend mechanisms should be put in place to ensure that regular updates to 
these figures are available to ensure that funding better reflects current population 
figures and takes into account predicted changes. (Paragraph 36) 

6. We note witnesses’ agreement that transport in the East Midlands has been 
historically underfunded. It is unacceptable that the region’s funding per head for 
transport remains 65% less than the UK’s spend per head. We commend the 
investment of Network Rail and East Midlands Trains but are concerned that, due to 
the historic underinvestment in the region, it will still lag behind other regions.  
(Paragraph 49) 

7. We urge the Government to liaise closely with regional stakeholders to take forward 
schemes which, with relatively low investment, could mean major improvements in 
the transport infrastructure, particularly the Midland Mainline, in the region. 
(Paragraph 50) 

8. We commend regional stakeholders for their work on electrification of the Midland 
Mainline. We agree with the Minister for the East Midlands that they should 
continue their work to resolve any specific issues that need to be addressed so that a 
decision can be made at the earliest possible date. We urge the Minister to continue 
to pursue this issue with colleagues in Government. (Paragraph 59) 
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9. We urge the Government to approve the electrification of the Midland Mainline as 
soon as possible. This will bring demonstrable major transport, economic and 
environmental benefits to the region and the country. (Paragraph 60) 

10. We recommend that the Government introduce more transparency and 
consultation on the way floor damping applies to police funding. (Paragraph 71) 

11. We commend the Government on the increases in police funding since 1997. 
However, we are disappointed that the Government has not implemented the 
funding settlement in full. The region is missing out on £19 million of police funding 
which would mean an additional 518 officers. We recommend that the Government 
should implement the funding formula in full and phase out the floor and damping 
mechanisms. (Paragraph 72) 

12. We urge the Government to ensure that the delay to the next Comprehensive 
Spending Review does not impact on police funding in the East Midlands.  
(Paragraph 75) 

13. We recommend that the Government and the Office for National Statistics ensure 
that as up to date as possible population figures are available for police funding 
decisions. (Paragraph 78) 

14. We welcome the £1.2 billion of lottery funding that the East Midlands has received 
since 1994—this has had an enormous impact on individuals and organisations in 
the region. We note the slow start experienced by the region obtaining lottery 
funding and commend the lottery distributors for their proactive efforts to rectify 
this. However, we are concerned that due to this slow start, the region continues to 
lag behind other regions in terms of lottery funding. (Paragraph 90) 

15. We note the assistance that lottery distributors give to potential applicants for lottery 
funding. We commend their efforts to increase the number of applicants from the 
region. To assist with this effort, we urge the Government and lottery distributors to 
continue to examine ways to simplify the application process without diminishing 
the requirement for good quality applications. (Paragraph 91) 

16. We welcome the increased provision for health services in the East Midlands under 
the new funding formula. We will continue to monitor the situation to see whether 
the expected higher levels of funding are achieved. It is important that the data used 
for calculating funding under the formula is as up to date as possible so as to ensure 
the funding meets current needs and not those of the past. (Paragraph 96) 

17. We welcome the increased funding for schools since 1997. We also welcome the 
Government’s review of the schools’ funding formula. We urge all local authorities in 
the East Midlands and other regional stakeholders to participate in the Government’s 
consultation on school funding. We will monitor the effect of the new formula to 
ensure that the East Midlands is not disadvantaged. (Paragraph 103) 

18. We welcome the increased funding that the East Midlands has received for a wide 
range of services and projects in the region. Our inquiry has focused on whether the 
East Midlands receives an appropriate level of funding and examined whether the 
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mechanisms for allocating and delivering that funding from Government, national 
funding organisations and regional bodies could be improved. (Paragraph 104) 

19. Whilst many services are not provided on a region wide basis, we note that the 
Government is encouraging regional bodies to work together in a more coordinated 
way. This is particularly illustrated in the development of an Integrated Regional 
Strategy which will provide guidance on transport, planning and housing matters. 
We see part of that strategy as being the identification and securing of appropriate 
levels of funding for the entire region. (Paragraph 105) 

20. We are concerned that the Government, when setting spending limits and targets for 
services in the East Midlands, is not always allocating the funding that their own 
formulae defines. As a consequence, we are concerned that some service providers 
are unable to meet the Government’s targets. More transparency and simplicity is 
required in the way funding levels are decided, particularly in relation to how 
formulae are devised and the weighting and damping mechanisms that are applied to 
them. It is essential that the data provided to inform the formulae is as current and 
complete as possible so that funding reflects current needs. (Paragraph 106) 
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Formal Minutes 

Wednesday 17 March 2010 

Members present: 

Paddy Tipping, in the Chair 

Mr Bob Laxton 
 

Judy Mallaber 

Draft Report (The share of funding received by the East Midlands), proposed by the Chair, brought up and 
read. 

Ordered, That the draft Report be read a second time, paragraph by paragraph. 

Paragraphs 1 to 106 read and agreed to. 

Summary agreed to. 

Resolved, That the Report be the First Report of the Committee to the House. 

Ordered, That the Chair make the Report to the House. 

Ordered, That embargoed copies of the Report be made available, in accordance with the provisions of 
Standing Order No. 134. 

Written evidence was ordered to be reported to the House for printing with the Report, together with written 
evidence reported and ordered to be published on 28 October 2009, 17 December 2009 and 19 January 2010. 

[Adjourned till Friday 26 March at 10.00 a.m. at Marehay. 

 



36    The share of funding received by the East Midlands 

 

 

Witnesses 

Monday 30 November 2009 Page 

Janet Birkin, Chair, East Midlands Police Authorities Joint Committee, and Richard 
Crompton, Chief Constable, Lincolnshire Police. Ev 1

Laura Dyer, Executive Director of the Midlands and South West, Arts Council England, 
Anne Rippon, Regional Strategic Lead, Sport England (East Midlands), and Sean 
Tizzard, Regional Policy and Partnership Manager, Big Lottery Fund (East Midlands). Ev 7

Thursday 17 December 2009 

Stephen Abbott, Secretary, TravelWatch East Midlands, Jim Bamford, Rail 
Officer, Nottinghamshire County Council, Spencer Gibbens, Route 
Enhancement Manager for the Midland and Continental Route, Network 
Rail, and David Horne, Commercial Director, East Midlands Trains. Ev 13

Councillor Roger Begy OBE, Leader, Rutland County Council, and Councillor 
David Parsons CBE, Chair, and Dr Stuart Young, Executive Director, East 
Midlands Regional Assembly. 

Ev 23

Tuesday 19 January 2010 

Jeff Moore, Chief Executive, and Steve Harley, Head of Spatial 
Development, East Midlands Development Agency. 

Ev 29

Phil Hope MP, Regional Minister for the East Midlands, and Stephen Hillier, 
Regional Director, Government Office for the East Midlands. 
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