House of Commons
Committee of Public Accounts

Levelling up funding to
local government

Twenty-First Report of
Session 2023-24

Report, together with formal minutes relating
to the report

Ordered by the House of Commons
to be printed 4 March 2024

HC 424
Published on 15 March 2024
by authority of the House of Commons



The Committee of Public Accounts

The Committee of Public Accounts is appointed by the House of Commons

to examine “the accounts showing the appropriation of the sums granted by
Parliament to meet the public expenditure, and of such other accounts laid before
Parliament as the committee may think fit” (Standing Order No. 148).

Current membership

Dame Meg Hillier MP (Labour (Co-op), Hackney South and Shoreditch) (Chair)
Paula Barker MP (Labour, Liverpool, Wavertree)

Olivia Blake MP (Labour, Sheffield, Hallam)

Sir Geoffrey Clifton-Brown MP (Conservative, The Cotswolds)

Gareth Davies MP (Conservative, Grantham and Stamford)

Mr Jonathan Djanogly MP (Conservative, Huntingdon)

Mrs Flick Drummond MP (Conservative, Meon Valley)

Rt Hon Mark Francois MP (Conservative, Rayleigh and Wickford)
Peter Grant MP (Scottish National Party, Glenrothes)

Ben Lake MP (Plaid Cymru, Ceredigion)

Anne Marie Morris MP (Conservative, Newton Abbot)

Sarah Olney MP (Liberal Democrat, Richmond Park)

Sarah Owen MP (Labour, Luton North)

Rt Hon Sir Jeremy Quin MP (Conservative, Horsham)

Ms Marie Rimmer MP (Labour, St Helens South and Whiston)
Gary Sambrook MP (Conservative, Birmingham, Northfield)

Powers

Powers of the Committee of Public Accounts are set out in House of Commons
Standing Orders, principally in SO No. 148. These are available on the Internet via
www.parliament.uk.

Publication

© Parliamentary Copyright House of Commons 2024. This publication may be
reproduced under the terms of the Open Parliament Licence, which is published at
https://www.parliament.uk/site-information/copyright-parliament/.

Committee reports are published on the Committee’s website and in print by
Order of the House.

Committee staff

The current staff of the Committee are Lucy Bishop (Committee Operations
Officer), Ameet Chudasama (Committee Operations Manager), Kay Gammie (Chair
Liaison), Sarah Heath (Clerk), Tim Jarrett (Second Clerk), Rose Leach (Committee
Operations Officer), Edward Sheridan (Media Officer) and Melissa Walker
(Assistant Clerk).

Contacts

All correspondence should be addressed to the Clerk of the Committee of
Public Accounts, House of Commons, London SW1A 0AA. The telephone
number for general enquiries is 020 7219 5776; the Committee’s email address is
pubaccom@parliament.uk.

You can follow the Committee on X (formerly Twitter) using @CommonsPAC.



https://www.parliament.uk/biographies/commons/meg-hillier/1524
https://members.parliament.uk/member/4828/contact
https://members.parliament.uk/member/4864/contact
https://www.parliament.uk/biographies/commons/geoffrey-clifton-brown/249
https://members.parliament.uk/member/4850/contact
https://members.parliament.uk/member/1425/contact
https://members.parliament.uk/member/4459/contact
https://members.parliament.uk/member/1444/contact
https://members.parliament.uk/member/4466/contact
https://members.parliament.uk/member/4630/contact
https://members.parliament.uk/member/4249/contact
https://members.parliament.uk/member/4591/contact
https://members.parliament.uk/member/4777/contact
https://members.parliament.uk/member/4507/contact
https://members.parliament.uk/member/4457/contact
https://members.parliament.uk/member/4760/contact
https://www.parliament.uk/
https://www.parliament.uk/site-information/copyright-parliament/
https://committees.parliament.uk/committee/127/public-accounts-committee/
mailto:pubaccom%40parliament.uk?subject=
http://@CommonsPAC

Levelling up funding to local government

1

Contents
Summary 3
Introduction 5
Conclusions and recommendations 6
1 Progress of project delivery 10
Amounts spent so far and project status 10
Projects behind schedule 1"
The changing application process 12
2 Simplification and Evaluation 15
Plans for simplification of funding to local authorities. 15
Learning what works 15
Evaluation 16
Formal minutes 18
Witnesses 19
Published written evidence 19
List of Reports from the Committee during the current Parliament 20






Levelling up funding to local government

3

Summary

“Levelling up” is a government-wide policy to reduce geographical inequality in a
broad range of economic and social measures across the UK. Of the £10.47 billion total
funding across three significant funds from central government to be spent over the
period 2020-21 to 2025-26, by December 2023 local authorities (the recipients of the
funds in most cases) had received only £3.70 billion and, furthermore, £1.24 billion
had actually been spent and was therefore making a difference on the ground (as of
the latest data for September 2023). Also, of the projects actually underway, many have
been delayed despite being picked for funding because they were supposedly “shovel-
ready”: over 80% of the Levelling Up Fund Round 1 projects are already set to miss
their March 2024 completion deadline. The Department for Levelling Up, Housing and
Communities, or DLUHC (“the Department”) is the lead Department for the three
Levelling Up funding streams, but could not give us any compelling examples of what
had been delivered so far. The Department cited project specific issues and the impact
of the pandemic and inflation for a lower-than-anticipated level of spending to date, but
that its spending was now more aligned to its budgets than in the earlier years of the
funds.

As we have found before, optimism bias has meant impactful bids to the Levelling
Up Fund may have missed out at the expense of so-called ‘shovel-ready’ projects,
some of which have nevertheless been affected by delays. As a result, the Department
has extended the deadline for local authorities to spend their government funds for
the Future High Streets Fund and Rounds 1 and 2 of the Levelling Up Fund, which
demonstrates problems with the original assessments.

We are concerned that there is as worrying lack of transparency in the Department’s
approach to awarding funds. This approach has wasted scarce public resources and
caused some local authorities to miss out. The Department changed the rules for the
Levelling Up Fund as it went along, for example only after submitting their bids for
Round 2 of the Levelling Up Fund did local authorities learn that they had no chance of
being successful if they had already secured Round 1 funding. Also, only after Round 3
had launched did the Department decide that, rather than consider new bids, it would
only allocate Round 3 funding to unsuccessful bids from Round 2, meaning those local
authorities that had waited to submit bids in Round 3 missed out. The Department
claimed that, on balance, this approach to Round 3 was the best way to remove the
significant effort from local authorities of bidding. In future, the Department must give
organisations applying for funds more assurance of the principles and implications for
awarding funds under different scenarios and not change them once published, in order
to save considerable time and money in preparing and submitting ineligible bids.

It is right that the Department is working to simplify the funding system and reduce
the administrative burdens on local authorities, including simplifying the variety and
complexity of multiple funding streams and reducing the burden of data collection. In
order to make this a success, the Department needs to continue to do more to embed
the changes it has started to make.
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The Department is providing focused support to a small number of local authorities,
but it remains to be seen how it will spread the learning across all local authorities.
We recognise the Department is now putting in place plans to carry out evaluations of
these levelling-up funds. However, we are disappointed that it has no long-term plans
to measure the impact of these funds into the future.
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Introduction

The Department for Levelling Up, Housing & Communities, or DLUHC (“the
Department”) has a lead role in Levelling Up funding, which forms a key part of the
government’s levelling-up agenda to reduce geographic inequality by targeting a broad
range of economic and social measures across the UK. There are three significant funds
to support local places:

o Towns Fund - consisting of Town Deals and the Future High Streets Fund
(England only);

o Levelling Up Fund (UK wide); and
o UK Shared Prosperity Fund (UK wide).

Each of the funds started in different years and have different end dates by which
government funds needs to be spent, but all funding must be spent by 31 March 2026.
Between them, these funds will allocate up to £10.47 billion to be spent during the period
2020-21 to 2025-26. As of December 2023, the Department had given out £3.7 billion to
local places. The Levelling Up Fund and the UK Shared Prosperity Fund involve several
other government departments in aspects of their design and delivery. All three funds
have overlapping investment themes around regeneration, culture and transport, but the
Department allocated funds in different ways. Some funds were allocated by a competitive
process after local authorities had submitted bids: this includes the Future High Streets
Fund and Rounds 1 and 2 of the Levelling Up Fund. Round 3 of the Levelling Up Fund
was allocated exclusively to some of the unsuccessful bids from Round 2, rather than
being open to new bids, which was the Department’s original intention. The Town Deals
were offered to 101 selected towns. The UK Shared Prosperity Fund was allocated to
places based on a formula. The Levelling Up Fund and Towns Fund are supporting more
than 1,300 individual projects between them, while the UK Shared Prosperity Fund is
supporting more than 3,000 projects.
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Conclusions and recommendations

L.

Local authorities have been able to spend only £1.24 billion, just over 10%, of the
promised £10.47 billion from the government’s three Levelling Up funds (as of
September 2023). Furthermore, by December 2023 the Department had given
£3.70 billion to local authorities out of the total allocation. The Department knows
that many projects are struggling so it has provided flexibility to local authorities to
extend the deadlines to complete projects under the Levelling Up Fund Rounds 1
and 2 and the Future High Streets Fund. The Department told us that in December
2023 it had written to all Levelling Up Fund Round 1 and 2 projects asking for a
status update, as well as to Future High Streets Fund projects where it had concerns
the projects may be at risk of missing the programme deadline of September
2024. We are concerned these extensions are masking problems and backloading
expenditure. The National Audit Office (NAO) reported the majority of projects
were ‘underway’. But the Department confirmed that this does not necessarily mean
construction work has started on site. We were also concerned to hear that out of
the 185 projects that had commenced under the Future High Streets Fund, 19 (just
over 10%) had been paused and so risk not being completed.

Recommendation 1: In its Treasury Minute response, and then by letter once
every six months to this Committee, the Department should set out:

o the latest position on the amount of money that has been released to and
spent by local authorities across the three funds; and

o provide an update on the progress of projects broken down by fund and
project status.

We are concerned the Department did not do enough to understand the readiness
of project proposals and the challenges facing local authorities before it awarded
funds. As we have found before, optimism bias has put impactful bids to the Levelling
Up Fund at risk of missing out at the expense of so-called ‘shovel-ready’ projects.
The Department gave many reasons why projects are delayed and how it needed
to balance deliverability against requiring local authorities to have everything in
place to start building as soon as they are awarded funds. But this optimism has
meant the Department has had to allow local authorities to extend the deadline to
spend their money for all projects in the Levelling Up Fund Rounds 1 and 2 and the
Future High Streets Fund. So far, the vast majority (60 out of the 71) of Levelling
Up Fund Round 1 projects which were due to have spent their government funds by
the end of 2023-24 have reprofiled their spend into 2024-25 and the Department
expects some of the remining 11 to do so as well. We found this astonishing given
Round 1 of the Levelling Up Fund was awarded to ‘shovel-ready’ projects that were
supposed to be completed and delivering for local people by March 2024. As Round
3 of the Levelling Up Fund has been allocated to those unsuccessful bids made
under Round 2, the Department could not assure us these same delays would not
be repeated. Furthermore, the Department could have been much more inquisitive
about the realistic delivery timetable of each project it funded, for example in regard
to obtaining planning permission and acquisition.
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Recommendation 2: In its Treasury Minute response, the Department should set
out what it has learnt to ensure proposals have the best chance of timely success,
and how it will ensure this learning is applied to future funds. It should also set
out how it is sharing its experiences with the Levelling Up programme both within
the Department and across government to reduce the risk of similar mistakes
being repeated in other programmes and projects.

The Department changed the rules for applying for the Levelling Up Fund during
the application process, wasting scarce public resources, disadvantaging some
local authorities and hindering transparency. The Levelling Up programme was
sub-optimal in this respect and it is important that lessons are learnt. There is
as worrying lack of transparency in the Department’s approach to awarding funds
with the Department changing the rules for the Levelling Up Fund as it went along.
Having seen how many bids were submitted, the Department decided that local
authorities that were successful in Round 1 would not be awarded any funds in
Round 2. On average, local authorities have historically spent £30,000 pursuing
each competitive grant, such as Levelling Up grants, yet we now know that 55 local
authorities who had received funding in Round 1 and then bid in Round 2 had, in
fact, no chance of being successful in Round 2. The Department also changed the
rules for Round 3, deciding it would not run a new competition but instead restrict
the allocation of Round 3 funding to unsuccessful Round 2 bids, meaning those
waiting to bid in Round 3 missed out. The Department said that, on balance, this
was the best approach to remove the significant effort of bidding. But the downside
is that local authorities that did not bid under Round 2 (for example, because they
were not ready) did not get a chance to fund their projects. In addition, only around
25% of bids across Rounds 1 and 2 of the Levelling Up Fund were successful: the
Department should have better anticipated the expected demand for funding and,
given the available funding, set sufficiently stringent criteria to help avoid local
authorities investing in bids that had little chance of success.

Recommendation 3: In its Treasury Minute response the Department should set
out the principles it will apply and the decision-making process for awarding
future Levelling Up funds for reducing regional inequality.

The Department should carefully construct the criteria for all funding programmes
before launching them—setting out any flexibilities and possible alternative
options (and the circumstances in which these would be triggered) at the outset—
and must not change the rules once they are published barring exceptional
circumstances. We would trust that the rest of government also heeds this advice.

We welcome the intentions to simplify the funding system, but the Department
has more to do to implement its plans. The Department published its plans for
funding simplification in Summer 2023. This plan covers the whole of government
and aims to simplify the approach to, and number of, funding streams available
to local authorities. The plan includes, giving local authorities more flexibility
in managing their projects and reducing the burden of data collection on local
authorities. Currently, the Department collects over 400 indicators across 13
funds but recognises this is too much. It has established what it calls ‘pathfinder
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simplification pilots’ that allow ten local authorities who are receiving money from
multiple funds to pool these funds so they can manage their individual projects as
one. However, it is yet to draw any conclusions from this initiative.

Recommendation 4: In its Treasury Minute response, the Department should
update us on the progress with simplification including its work with other
government departments and progress with the ten simplification pilots. In
the future, it should update the Committee by letter once every six months of
further developments in this regard, along with the costs and benefits (both to the
Department and local authorities) arising from greater simplification.

The Department is providing focused support to some local authorities with
project delivery, but it remains to be seen how the Department will use any
learning from these activities to support all local authorities. In addition to
the flexibilities introduced in the pathfinder simplification pilots (see above), the
Department is providing focused support to local authorities to help them unblock
and deliver their projects. This includes area teams that work with local authorities
and departmental experts that it is deploying into 25 local authorities to help them
unblock delivery. The Department also has an additional £65 million to provide
additional funding to local authorities who received funds under the Levelling
Up Fund and to provide external experts to build capacity and capability in local
authorities. But the Department’s focused support is available to only a small
number of local authorities. It remains to be seen how the Department is going to
disseminate these lessons to support all local authorities and how they will use these
lessons to improve their approach in the future.

Recommendation 5: The Department should set out in its Treasury Minute
response the lessons it is learning from its local support work and how it will
disseminate the lessons to all local authorities.

We recognise the Department’s plans to evaluate these funds in the short-term,
but we are concerned it has no long-term plans to measure the impacts. The
Department is playing catch up in its efforts to carry out robust evaluation. Having
previously not considered evaluation well enough, it is now putting in place plans to
carry out evaluation of the funds. Evaluating the impact and added value of levelling-
up funds will be complex and will require a wider range of information than that
used to award funds in the first place. It may be challenging to show clearly what
outcomes can be convincingly attributed to the funding awarded. The Department
expects findings from the evaluations to start becoming available from 2025. We
are however concerned about how the Department will ensure robust data over the
long-term and surprised that the Department has no long-term plans to know if
these funds worked, for example, by reviewing over five, ten, and 15 years to find out
how people have benefitted from the investments.

Recommendation 6: In its Treasury Minute response, the Department should:

o update us on its progress with evaluation and provide us with regular
updates thereafter; and
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o update us on how it will ensure it has the right data and how it will carry
out evaluation over the long-term to assess whether the investments have
led to sustained improvement.
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1 Progress of project delivery

1.  On the basis of a report by the Comptroller and Auditor General, we took evidence
from the Department for Levelling Up, Housing & Communities (the Department) about
three significant levelling-up grants to local government.’

2. The Department leads on three significant funds, which the government’s 2022
Levelling Up white paper identified as supporting the levelling-up agenda by providing
investment into local places. The Towns Fund (consisting of Town Deals and the Future
High Streets Fund), the three rounds of the Levelling Up Fund, and the UK Shared
Prosperity Fund form a key part of the government’s levelling-up agenda to reduce
geographic inequality by targeting a broad range of economic and social measures across
the UK. The Towns Fund is restricted to England, while the Levelling Up Fund and
UK Shared Prosperity Fund are UK-wide funds and involve several other government
departments in aspects of their design and delivery. The Levelling Up Fund and Towns
Fund are supporting more than 1,300 individual projects between them, while the UK
Shared Prosperity Fund is supporting more than 3,000 projects.’

3. The Future High Streets Fund and Rounds 1 and 2 of the Levelling Up Fund were
allocated by a competitive process after local authorities had submitted bids. Round
3 of the Levelling Up Fund was an allocation based on Round 2 bids which were not
initially successful. The Town Deals were offered to 101 selected towns and the UK Shared
Prosperity Fund was allocated to places based on a formula.

4. Between them, these funds aim to allocate £10.47 billion to local places to be spent
over the period from 2020-21 to the end of 2025-26. In most cases, local authorities are
the recipients of the funds.’ Each of the funds started in different years and have different
end dates by which government funds needs to be spent. The Department releases funding
over the course of the funds’ lifetime in response to funding requests from local authorities
and by December 2023 the Department had given £3.70 billion to local places to spend.*

Amounts spent so far and project status

5. Delivery of both the Towns Fund (consisting of Town Deals and the Future High
Streets Fund), and the Levelling Up Fund are behind where the Department expected to
be at this stage.” The Department told us this was due to project specific issues and the
impact of the pandemic and inflation.°

6. Initsletter to us of 29 January 2024 (provided after our oral evidence session, which
had taken place on 15 January), the Department told us that by December 2023 it had
made payments to local authorities of £3.70 billion out of the total promised allocation
of £10.47 billion across the three funds. This consists of £614 million from Round 1 and
£195 million from Round 2 of the Levelling Up Fund, £748 million from the Future High

C&AG's Report, Levelling up funding to local government, Session 2023-24, HC 191, 17 November 2023
2 C&AG's Report, paras 1,4, 6

3 Correspondence from Permanent Secretary, Department for Levelling Up, Housing and Communities, dated 29
January 2024; C&AG's Report, paras 4, 6
4 Q 6; Correspondence from Permanent Secretary, Department for Levelling Up, Housing and Communities, dated

29 January 2024
5 C&AG's Report Para 8
Qq 8,77
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Streets Fund, £1,320 million from the Town Deals and £834 million from the UK Shared
Prosperity Fund.” At our evidence session we had pressed the Department on whether
these payments had been spent by local authorities to help deliver their projects. The
Department told us that it only releases funds to local authorities when they need it, and
it was an indication that projects were being delivered. In its letter to us of 29 January
2024, it told us that as of September 2023, the latest date for which it has local authority
spend data available, of the money paid to local authorities, they had spent: £418 million
for Round 1 and £94 million for Round 2 of the Levelling Up Fund; £274 million from
the Future High Streets Fund; and £381 million from the Town Deals. For the UK Shared
Prosperity Fund the Department was still quality assuring the September 2023 data so
could only tell us the spend up to April 2023, which was £84 million.® This totals £1.24
billion spent by local authorities across the funds, out of the £3.70 billion paid by the
Department to local authorities.

7. 'The Department sought to fund ‘shovel-ready’ projects in both the Towns Fund and
Levelling Up Fund. The Department told us the latest figures across Rounds 1 and 2 of
the Levelling Up Fund show that 284 out of 308 projects have commenced. For the Future
High Streets Fund, it is 185 out of the 242 and for the Town Deals, it is 488 out of the
604 projects.” We challenged the Department on its use of different terms for the status
of projects. The Department told us that its use of the term ‘underway’ means a local
authority has started to spend the government funding they have been given under these
funds and could include, for example, activities such as feasibility studies, seeking planning
permission, land acquisition, paying for design fees or site preparation.’® We were also
concerned to see that 19 projects under the Future High Streets Fund had been paused.
The Department told us it would be in discussion with those local authorities about how
to progress the projects.’* By 31 March 2023 local authorities and other organisations had
completed 64 projects across these funds.'” We asked for three examples of projects that
had delivered change. We felt the examples the Department gave us were, while important
to their localities, relatively small scale compared to the substantial and convincing
examples we would have expected the Department to have readily available at this stage.'®

Projects behind schedule

8. Our report in 2022 on Local Economic Growth found there was an optimism bias in
expectations for Round 1 of the Levelling Up Fund.'* The recent NAO report found that
the Department’s monitoring reports are showing that projects are behind where it would
expect to be at this stage of the Towns Fund (consisting of Town Deals and the Future
High Streets Fund) and Levelling Up Fund.'® We challenged the Department about how
it had got the timescales so wrong and queried whether the Department had done enough
to understand if projects were able to deliver within the 18 to 24 months they were given.

7 Correspondence from Permanent Secretary, Department for Levelling Up, Housing and Communities, dated 29
January 2024

8 Figures do not sum due to rounding

9 Q48

10 Qq 41, 48; Correspondence from Permanent Secretary, Department for Levelling Up, Housing and Communities,
dated 29 January 2024

1" Q44
12 C&AG's Report Para 2.2
13 Qq 61-77

14 Committee of Public Accounts, Local Economic Growth, Fifth Report of Session 2022-23, HC 252, 8 June 2022
15 C&AG's Report Para 8
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For example, we asked the Department whether local authorities should have planning
permission, compulsory purchase powers approved or a feasibility study before they
bid. The Department told us there is a balance between asking local authorities to have
everything ready to go when they bid for funds against its desire for deliverability.'®

9. We asked for assurance that Round 1 projects of the Levelling Up Fund would be able
to spend their government funds by the 31 March 2024 deadline. The department told us
that it had provided flexibility to local authorities and allowed them to extend Round 1
projects to March 2025 and Round 2 projects to March 2026."7 For Future High Streets
Fund projects, the deadline has been extended from 31 March 2024 to 31 September
2024."® The Department told us its position is to extend deadlines as this protects value
for money for a project that has already been invested in.'* For Round 3 of the Levelling
Up Fund the Department told us that it is sticking to the March 2026 deadline but it could
not assure us that these projects would not suffer delivery issues.>® When the Department
wrote to us after our evidence session, it confirmed that so far 60 out of 71 Levelling
Up Fund Round 1 projects had extended their spending into 2024-25, and it expected
some more of the remaining 11 to also extend their spending.”* We had already been told
that if a local authority was struggling to deliver their project because of inflation, then
they could rescope it.?> We therefore asked the Department what would happen if a local
authority could not complete a project with the money available and whether it expected
to see an emerging pattern of unfinished projects. It told us while it did not want to see
unfinished projects, there was no extra money for these funds. The Department told us it
would be able to absorb financial pressures that fall into a following financial year through
its day-to-day management of its budgets.*’ It did not feel there was an emerging problem
because its spending is beginning to match its budgeted spend much more closely.>*

10. We challenged the Department about whether allowing local authorities to extend
the deadline to spend government funds for all projects in the Future High Street Fund
and Rounds 1 and 2 of the Levelling Up Fund was a sign that there was a problem with
how the funds were set up. It told us that the early years of the projects were very seriously
affected by inflation and supply chain issues, as well as the impact of the pandemic but
its spending was now more aligned to its budgets than in the earlier years of the funds.*®

The changing application process

11. Evidence we received from the South East Councils told us that the bidding process for
funds had led to a ‘begging bowl’ culture where Councils were required to spend too much
time and money to meet ever-changing demands of ministers, rather than planning for
the long-term to truly deliver for their communities.*® The Local Government Association

16 Qq29,30
17 Q9
18 Q43
19 Q13

20 Qq 34, 36
21 Correspondence from Permanent Secretary, Department for Levelling Up, Housing and Communities, dated 29

January 2024
22 Q16
23 Qq 120, 121
24 Q121

25 Qq 15,59, 78
26 Q 101, LFG0002
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(LGA) estimated the average cost to councils of pursuing each competitive grant to be in
the region of £30,000 (with each local authority spending roughly £2.25 million a year
chasing down various pots of money distributed from across Whitehall).?”

12. The NAO reported that local authorities and other bodies submitted 834 bids across
Rounds 1 and 2 of the Levelling Up Fund. Of these, 216 bids were successful with a value

of £3.78 billion, and 618 (just under three-quarters) were rejected, with a value of £9.74
billion.?®

13.  We questioned the Department on why it changed the rules for the Levelling Up Fund
between the rounds. It told us that having seen how many bids were submitted for Round
2 of the Levelling Up Fund, ministers decided that local authorities that were successful
in Round 1 would not be awarded any funds in Round 2.? This decision was made during
the assessment process and was not communicated in advance.’® The Department said it
understood the frustration this caused by not taking this decision ‘up front’.*! The NAO
reported that this decision directly affected 55 local authorities who had received funding
in Round 1 and had also bid in Round 2.*?

14. Round 3 of the Levelling Up Fund was run as an allocation to some of the unsuccessful
bidsthat were submitted in Round 2. We challenged the Department that this disadvantaged
some local authorities who might have wanted to submit a bid in Round 2 but decided
not to, because they did not think they would be able to deliver their projects within the
Round 2 timetable. They could have achieved it within the Round 3 timetable, but they did
not get a chance to bid, because Round 3 was announced without any bidding.>* We were
told by the Department that there was still a role for competition, but following feedback
from local authorities that competitions required significant effort, the Department felt
it was more appropriate to restrict the allocation of Round 3 funding to unsuccessful
Round 2 bids, rather than run another open bidding round.** The Department accepted
this would have consequences for local authorities but on balance ministers had taken the
view that the chosen approach was the better way forward.*

15. 'The Levelling Up Fund is UK-wide.>® We noted that the prioritisation of local places
used criteria that was Great Britain wide, as well as three separate sets of criteria for Scotland,
England and Wales. A different approach to delivering the Levelling Up Fund was taken
in Northern Ireland, which took account of the different local government landscape
including that there was no prioritisation of places.”” We challenged the Department
about how the funds were allocated in Scotland as issues such as local regeneration, local
transport and local government are devolved to the Scottish Parliament.*® We also asked
the Department what discussions they had held with Scottish local authorities and the

27 Q 103, LFG0003
28 Q 54, C&AG Report Para 1.9

29 Q 102

30 C&AG'’s Report, para 1.14
31 Q 102

32 C&AG's Report Para 1.14
33 Q35

34 Qq 35, 84

35 Q35

36 C&AG’s Report Figure 2

37 DLUHC, Levelling Up Fund Round 2: technical note, July 2022; DLUHC Levelling Up Fund technical note, May
2021

38 Q 127
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Scottish Government before the prioritisation was decided for Scotland.*® The Department
told us it had conversations across the devolved administrations but ultimately the
decisions were made by UK government ministers.*°

16. We also questioned the Department on the future role of MPs in ‘signing-oft’ bids
and whether they have a veto. The Department said it was clear that ministers wanted
MPs to have a role, but that MPs did not have a veto although a policy decision had been
made that MP support can be a factor. When pressed, the Department agreed that MP
support had been a ‘deciding factor’ in the Levelling Up Fund Round 1, but not a veto.*!

39 Q125
40 Qq 124-129
41  Qq104-107
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2 Simplification and Evaluation

Plans for simplification of funding to local authorities.

17. The Department published its plans for funding simplification in Summer 2023.
The plan covers the whole of government and aims to simplify the number of separate
funding streams available to local authorities.*> The Department told us it has introduced
several practical and concrete ways to make the system more responsive and flexible with
plans to reduce the burden of data collection on local authorities. The Department told
us it has quarterly or half-yearly monitoring which gives it an ‘absolute ton of data’ and
that it is collecting 400 indicators across 13 funds - which it said was too many.** The
Department explained the ‘pathfinder simplification pilots’ to us by telling us that it is
testing how having one set of data, one delivery timescale and one payment schedule helps
local authorities.**

18. The Department told us that there are a lot of delegated flexibilities. For example,
local authorities can move money between years, without seeking approval from the
Department.*> The NAO reported that part of the simplification plan was to allow
local authorities to make changes within individual programmes up to a threshold of
a 30% change to agreed project outputs and outcomes, or changes to project timetables.
For example, reducing the amount of new open space or length of a new cycle path, or
swapping from providing business support to supporting jobseekers.*® There was also the
same 30% flexibility threshold to move spending between financial years without seeking
departmental approval.*’” The Department wrote to us after the evidence session to clarify
that while a local authority does not have to seek permission to make changes up to the
30% threshold, it does need to let the Department know through its regular reporting.
It told us that as of December 2023, its latest reporting period, seven places have made
changes within the 30% threshold for Town Deals and 29 places have made changes
within the 30% threshold for the Levelling Up Fund.*®

Learning what works

19. During our evidence session we questioned the Department about how local
authorities were supported to deliver their projects and what it is learning from this.*” As
part of its simplification plans the Department told us it has allowed ten local authorities
who are receiving money from multiple funds to each pool their funds so they can manage
their projects collectively.® We queried what the Department had learnt from these so-
called pathfinder pilots. It told us it was still relatively early days for the pathfinders, but
it planned to publish what it has found later this year. The Department also hoped to use

42 Q84
43 Q55
44 Q91
45 Q50

46 C&AG's Report Para 1.16 footnote 8

47 C&AG's Report 1.16

48  Correspondence from Permanent Secretary, Department for Levelling Up, Housing and Communities, dated 29
January 2024

49 Qq 10, 16, 89

50 Q 91; C&AG's Report 1.17
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the findings to inform its approach to the next spending review.”* Similarly, when the
Department talked about the 30% project flexibility, it told us it was ‘early days’ but it
would consider this policy and any learning from it in conjunction with the pathfinders.**

20. The Department said it had locally-based area teams who knew their local authorities
and can provide support across all the funding sources they may be accessing.”> We asked
about support for local authorities who were struggling. The Department told us it had a
‘discovery team’ who were working with 25 local authorities who were at risk of missing
deadlines to help accelerate delivery,* for example, by providing support in contracting or
in giving their match funding providers confidence to release funding. The Department
explained these 25 places were not necessarily those in the most trouble but those that the
Department thought it could make the most difference and move delivery along.*

21. In addition to the support already mentioned, the Department told us it had an
additional £65 million of funding to provide further support to local places and procure
expert support. The funds were split across: £6 million for Delivery Associates; £38 million
in direct grant support to local areas; £11 million to mayoral combined authorities; and
some funding to the Department for Culture, Media and Sport for specific heritage
support.”’® The Department explained the delivery associates were specialist experts in,
for example, procurement or commercial negotiation.>’

Evaluation

22. Inour report on Local Economic Growth, we were critical of the Department for not
yet having developed the promised overarching monitoring and evaluation framework for
local growth.>® The Department told us that, in response to recommendations from the
Committee, it was putting in place robust plans for evaluation that will give it ‘unparalleled
insight”.*

23. We questioned the Department on its approach to evaluation.®® The NAO had
reported that the Department had published its overarching evaluation strategy in
November 2022.°" The NAO report said the Department was behind where it wanted to
be with the procurement of its evaluation work, so we asked the Department what it had
done to correct this.®® In response the Department said it had now published feasibility
studies and made progress on procuring evaluation for the funds and was working to
strike the balance between having in place a robust methodology and speed of delivery.
The Department told us it expected to have findings on impact and value for money of the
funds between 2025 to 2027.°> In addition, it told us about two other activities that will
provide information more quickly: it is carrying out 36 place-based evaluations looking at

51 Q91
52 Q99
53  Qq10,Q16
54 Q16
55 Q52
56 Q89
57 Q86

58 Committee of Public Accounts, Local Economic Growth, Fifth Report of Session 2022-23, HC 252, 8 June 2022
59 Q143

60 Qg 57, 115

61 C&AG's Report Para 3.3

62 Q 115

63  Qq 119, 147



https://committees.parliament.uk/publications/22483/documents/165800/default/

Levelling up funding to local government 17

the totality of funding intervention, and carrying out a survey of 180,000 people to seek
to understand the impact that the UK Shared Prosperity Fund, in particular, is having on
the pride in place mission set out in the Levelling Up white paper.®*

24. We were interested to hear how the Department was going to provide a comprehensive
evaluation of the £10.47 billion total that is being spent. It told us that there was always
a balance, when doing place-based interventions, as to the timing of when you do them
versus waiting for the outcomes you expect.®® The Department explained its evaluation
would cover more than just the measures used to prioritise places and would include
measures such as the number of jobs created, or the gross value added to the economic
productivity of an area. It also told us that, for the Towns Fund (consisting of Town Deals
and the Future High Streets Fund), it would look to compare similar towns that received
funding to those that did not.°® The Department said it would also make sure there is a
clear link with the funding that it had provided, and the improvements seen.®’

25. We asked the department whether it had a plan to use publicly available data to have
a snapshot review at different points, for example five, ten or 15 years after a project had
concluded, so that the department could continue the learning about what works. The
Department told us it did not have a specific plan to do so, but this was something it would
consider.®®

64 Q138
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66 Qq 122, 136
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Formal minutes

Monday 4 March 2024

Members present

Dame Meg Hillier, in the Chair
Paula Barker

Olivia Blake

Mr Jonathan Djanogly

Mrs Flick Drummond

Peter Grant

Sarah Owen

Ms Marie Rimmer

Levelling up funding to local government

Draft Report (Levelling up funding to local government), proposed by the Chair, brought
up and read.

Ordered, That the draft Report be read a second time, paragraph by paragraph.
Paragraphs 1 to 25 read and agreed to.

Summary agreed to.

Introduction agreed to.

Conclusions and recommendations agreed to.

Resolved, That the Report be the Twenty-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 (Standing Order No.
134).

Adjournment

Adjourned till Monday 11 March at 3.30 p.m.
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Witnhesses

The following witnesses gave evidence. Transcripts can be viewed on the inquiry publications
page of the Committee’s website.

Monday 15 January 2024

Sarah Healey CB CVO, Permanent Secretary, Department for Levelling Up,
Housing and Communities; Will Garton, Director General for Levelling Up,
Department for Levelling Up, Housing and Communities; Jess Blakely, Director
for Major Levelling Up Programmes, Department for Levelling Up, Housing and
Communities Q1-154

Published written evidence

The following written evidence was received and can be viewed on the inquiry publications
page of the Committee’s website.

LFG numbers are generated by the evidence processing system and so may not be complete.
1 Local Government Association (LFG0003)
2 South East Councils (LFG0002)
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https://committees.parliament.uk/work/8102/default/publications/written-evidence/
https://committees.parliament.uk/writtenevidence/127282/html/
https://committees.parliament.uk/writtenevidence/127245/html/
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