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[bookmark: _Toc379968060]Executive Summary
This report presents the findings of research carried out on behalf of Defra between March and October 2013 to evaluate how the Partnership Funding approach for flood and coastal risk management is being implemented and whether or not the policy’s objectives are likely to be delivered.  The evaluation was carried out by JBA Consulting, working with SQW and Haverlea Consulting, on behalf of Defra.
[bookmark: _Toc379968061]The Context
The new approach for funding capital projects to reduce flood and coastal erosion risks was introduced by Defra in May 2011. The overall objectives of the new funding arrangements, as set out by the Secretary of State in 2011, are to better protect more communities and deliver more benefits by:
· Encouraging total investment to increase beyond levels affordable to central government alone.
· Enabling more local choice, and encouraging innovative, cost-effective options to come forward in which civil society may play a greater role.
· Increasing levels of certainty and transparency over the national funding for individual projects, whilst prioritising action for those most at risk and least able to protect or insure themselves.
The Policy Impact Assessment recommended that an evaluation of the policy’s impacts should be carried out at an early stage following implementation. 
The Partnership Funding approach makes Defra flood and coastal erosion risk management grant-in-aid (GiA) available for worthwhile schemes in relation to the benefits that will be realised from the investment. Schemes with sufficient benefits are eligible for 100% GiA funding. Other schemes are offered funding proportionate to their planned benefits if other funding from other sources can be secured to meet the remaining costs or ways can be found to reduce the costs of projects.
Funding for flood and coastal erosion risk management (FCERM) is allocated through a rolling programme of over 400 individual projects known as the Medium Term Plan (MTP).  A large proportion of funding each year is allocated to projects already in construction.  Schemes generally take 2 or 3 years to develop and implement. It will therefore take several years for the full impact of Partnership Funding to be clearly evidenced.
[bookmark: _Toc379968062]The Evaluation
This evaluation examined the impact of the policy and reviewed the processes through which Partnership Funding is secured and delivered. It involved analysing new projects coming into the Medium Term Plans for the two years before and after the introduction of Partnership Funding. Qualitative research included consultation with over 160 individuals from national, regional and local stakeholder organisations and community representatives to gain an insight into their experiences of Partnership Funding. 
[bookmark: _Toc379968063]Key Findings
The objective of the evaluation was to determine what impacts the policy is having and whether the policy objectives are likely to be delivered. It also aimed to identify any challenges to its implementation and early successes which could provide useful learning.  The evaluation consists of an assessment of early impacts of the approach and a process evaluation to assess stakeholder experiences.
The evidence indicates that:-
There has been an overall increase in the resources dedicated to capital projects
· New schemes that secured reserved GiA funding in 2012/13 and 2013/14 had identified contributions (on a whole life costs basis) of £120m[footnoteRef:1].  This compares with just £34m for new schemes entering the Medium Term Plan in the two financial years prior to the introduction of Partnership Funding. Prior to the introduction of Partnership Funding, contributions were sourced largely from the RFCC Local Levy; external funding contributions (excluding RFCC Local Levy) for 2012/13 and 2013/14 totalled £93m from private and public sector contributions. [1:  Figures throughout the report differ from those published by Defra and the Environment Agency as these have been analysed to assess the specific impact of Partnership Funding and do not take account of any continuation projects funded prior to 2010/11.] 

· In the first year of implementation (2012/13), 36% of all new schemes coming into the Medium Term Plan had some funding contributions. This increased to 71% of all schemes in the second year of implementation.
· Providing that GiA remains at its current level, and contributions continue to be secured, then more resources overall will be invested in capital FCERM projects than would have been the case under the previous FCERM funding system.
· The success in identifying potential contributions is a positive outcome, particularly within the current economic climate. From analysis of a sample of schemes, it is clear that the majority of the contributions are coming via public sector sources including local authorities. The data was not available to identify the actual source but it may include planning commitments through Section 106 Agreements, the Community Infrastructure Levy or other local funding mechanisms, which include private contributions.  However, continued public sector funding cuts could impact on this level of contributions in the future.
· From the sample of projects examined in detail 25% of funding contributions came directly from private sources.
· The evaluation suggests that GiA is being accessed by projects that would not have received Defra funding under the previous approach. The policy enables projects with lower cost-benefit ratios to access a proportion of their funding through GiA providing they have sufficient funding contributions from other sources. However, a statistically robust assessment of the counterfactual is difficult.  This is due to the early stage of implementation and wider changes in the policy context, such as the continued focus on localism, the introduction of new Flood and Water Management Act (FWMA) responsibilities and recent severe flooding (which may also have led to an increase in contributions).
· There is no apparent marked systemic change in the geographic location of projects being funded since the introduction of Partnership Funding. However, there has been an increase in the number of rural schemes supported, but not the amount of GiA invested suggesting that contributions are enabling these rural schemes to go ahead.
· The policy is intended to ensure that central Government resources are focussed on those in most need (at greatest risk of being affected by flooding or coastal erosion) and those least able to afford the investment themselves (in areas of high deprivation). At present there is no clear evidence of a shift in resources towards deprived communities than was previously the case. The impacts of Partnership Funding on deprived areas should be monitored closely with the implementation of targeted actions if policy aims are not being met.
There is greater local choice and responsibility over investment decisions 
· The Regional Flood and Coastal Committees, which include representation from local authority elected members, have been influential in implementing the policy to date. These committees now have a decision-making rather than advisory role as was previously the case.
· From the sample of schemes reviewed, 75% of all contributions are being secured from the discretionary spend of local authorities and other public bodies, with a further 25% coming directly from the private sector. Private sector contributions tend to be from developers or private companies that will gain a direct benefit from FCERM responses.  This demonstrates that the ‘beneficiary pays’ principle is being realised, although more attention may be needed to secure appropriate contributions from the private sector.
· Across the programme, there is no evidence of an increase in value for money, but there is evidence of an increase in cost-effectiveness at individual schemes level as all parties in a project are more aware of the costs and able to consider what they are prepared to fund.
· There is also evidence of a change in attitudes and behaviours amongst those interviewed for the evaluation:
· There is a growing acceptance that central government cannot fully fund all projects.
· Organisations are working more closely together in the development and implementation of projects.  However, there is evidence that past practices are slow to change and that partnership working requires a large investment of time to be effective. 
· With the potential for all worthwhile schemes to apply for funding, there have been, and may continue to be, difficulties in managing community expectations. This should be managed through genuine community engagement and influence from the outset ensuring that communities are fully aware of the likelihood of funding.
Processes associated with assembling bids, project appraisal and grant allocation
· All Risk Management Authorities (RMAs) are going through a significant learning curve, not only in relation to this policy, but also in relation to their new roles and responsibilities under the FWMA. Many are finding the processes through which Partnership Funding is secured to be challenging. This should be addressed through continued capacity building and guidance.
· The evaluation did not identify any evidence suggesting that it would be beneficial to entirely change the application and appraisal processes. Major change at this point could result in reducing the number of schemes being developed and put forward for funding. 
· A number of potential minor improvements to these processes are suggested to better enable the policy to meet its objectives. 
[bookmark: _Toc379968064]Conclusions

The following conclusions have been drawn from the evidence gathered: 
· The funding formula should not be changed at this stage. There is no evidence that the formula is preventing any specific types of communities from securing funding. RMAs developing bids for coastal erosion schemes have reported difficulties in securing sufficient resources to fund these and this should be kept under review.
· In addition to the specific impact for coastal erosion schemes, the following issues should continue to be analysed and scrutinised to ensure that the policy is not introducing any perverse behaviours or outcomes:
· The amount of Defra funding allocated to communities at high flood and coastal erosion risk and with high levels of deprivation
· Value for money of the programme as a whole
· The extent to which new schemes are being influenced by local communities.
· A full Policy Implementation Review should be conducted in 2017 in line with Defra’s procedures.  This review and the ongoing monitoring should be informed by continued monitoring of contributions to ensure that these conform to the ‘beneficiary pays principle’. 
· Local authorities should work closely with the Environment Agency and other local partners to develop Local Flood Risk Management Strategies supported by costed and prioritised investment plans to jointly manage all sources of risk and provide more certainty to local communities.
· The Environment Agency should continue to support RMAs in sharing learning with respect to the development and implementation of bids and schemes, including identifying opportunities for contributions and alternative funding.
· 
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1. [bookmark: _Toc379968066]Introduction and context
[bookmark: _Toc365629675][bookmark: _Toc379968067]1.1 Structure of the report
The report is set out in the following sections:
· Section 1 (this section) introduces the report, provides a summary of the wider context and outlines the methodology adopted 
· Section 2 provides a summary of outputs and outcomes informed by the quantitative analysis
· Section 3 investigates the degree to which the design of the policy has affected and continues to affect the achievement of the policy’s objectives
· Section 4 investigates the degree to which the process of implementation has affected and continues to affect the achievement of the policy’s objectives
· Section 5 investigates the degree to which broader partnership working is contributing towards the achievement of the policy’s objectives
· Section 6 proposes a future monitoring and evaluation framework
· Section 7 details suggestions that should assist in the delivery of processes that affect the delivery of the policy
· Section 8 presents the conclusions from the evaluation 
The report is supplemented by nine appendices providing additional information and more detailed feedback obtained during the course of the evaluation:
· Appendix 1 – Summary of the Partnership Funding application and approval processes
· Appendix 2 – Evaluation objectives, evaluation framework and research questions
· Appendix 3 – Methodology
· Appendix 4 – List of organisations consulted
· Appendix 5 – Workshop feedback
· Appendix 6 – Scheme reviews
· Appendix 7 – Synthesis of findings
· Appendix 8 – Principles Review
· Appendix 9 – Evaluation and Monitoring Framework: Data Requirements.
[bookmark: _Toc365629676][bookmark: _Toc379968068]1.2 Partnership Funding objectives and context
Flood and Coastal Erosion Resilience Partnership Funding
Flood and Coastal Erosion Resilience Partnership Funding (hereafter referred to as ‘Partnership Funding’) was introduced by Defra in May 2011 as a new approach to funding capital projects addressing flood and coastal erosion risk. 
The policy’s overall aims are to better protect more communities and deliver more benefits by:
· Encouraging total investment to increase beyond levels affordable to central government alone.
· Enabling more local choice, and encouraging innovative, cost-effective options to come forward in which civil society may play a greater role.
· Increasing levels of certainty and transparency over the national funding for individual projects, whilst prioritising action for those most at risk and least able to protect or insure themselves.
Instead of meeting the full costs of a limited number of projects, the new approach is intended to make Government funding available for a larger number of schemes on a part-funding basis with contributions from external funders (private and public) making up the balance. Government funding levels (via Grant in Aid – GiA) available for each scheme relate directly to the households protected, the economic damages being avoided, and environmental benefits. Schemes which achieve high target outcomes will still be allocated 100% funding from GiA.
All Risk Management Authorities (RMAs) – Lead Local Flood Authorities (LLFAs)[footnoteRef:2], districts and boroughs (in two tier authorities), the Environment Agency and Internal Drainage Boards (IDBs) – have been eligible to apply for GiA for schemes to reduce flood and coastal erosion risk under the Partnership Funding approach since 2012.  [2:  Unitary local authorities and top tier local authorities in two tier administrations] 

Wider context
The introduction of Partnership Funding coincided with a number of other policy and institutional developments which may have influenced the policy’s implementation and contributed to any changes in funding distribution pre and post the introduction of the policy. These include:
· The introduction of LLFAs following the Flood and Water Management Act, 2010 (FWMA) which is likely to have led to an increase in LLFA led schemes.
· The introduction of requirements in the FWMA for LLFAs to manage flood risk from surface water and the availability of GiA through the Partnership Funding approach to support such schemes since 2012 means that there is likely to be an increase.
· The inclusion of Property Level Protection (PLP) schemes, which had previously been funded outside the GiA process, is likely to result in additional smaller schemes being included in the ongoing and future funding programme.
· Policy support for Localism at national and local levels may have led to an increase in external contributions and increased the impact of local choice. 
· Resources in local authorities (LLFAs and districts) have been stretched as a result of public funding cuts and few LLFAs have a fully formed Local Flood Risk Management Strategy (LFRMS). As a result most LAs will not have a clear idea of the scale of investment required to implement their action plan. This is likely to impact on their ability to progress schemes in the early years of implementation.
· Regional Flood and Coastal Committees (RFCCs) replaced the previous Regional Flood Defence Committees, sometimes with a change in membership and all with a move from an advisory to a decision-making focus, which may have an impact on their negotiations and final allocations.
· Severe flooding in 2007, 2008 and 2012 is likely to have led to more schemes being initiated and greater community support and demand for FCERM.
· The Environment Agency has a more hands on approach supporting other RMAs in assembling evidence and developing schemes which should have led to an increase in schemes supported.
[bookmark: _Toc379968069][bookmark: _Toc365629677]1.3 Purpose of the evaluation and this report 
In March 2013, Defra commissioned JBA Consulting, working with SQW and Haverlea Consulting, to undertake an evaluation of the Partnership Funding policy. This report details the findings and recommendations from the report and is intended to:
· Provide an assessment of outputs and outcomes that have resulted from implementation of the policy to date
· Provide an understanding of the degree to which the policy design, process of implementation and partnership working have impacted or may impact on the achievement of objectives
· Set out suggestions to improve the effectiveness and efficiency of the policy’s delivery
· Propose a long term monitoring and evaluation framework which ensures that the appropriate data and intelligence are collected to enable measurement of the policy’s impact in the future.
[bookmark: _Toc365629678][bookmark: _Toc379968070]1.4 Target audience
The target audiences for this report are the client (Defra) and the Project Board (comprised of representatives from Defra, the Environment Agency and the Local Government Association (LGA)). In addition, the findings presented in this report and suggestions for improvement will be of interest to all RFCCs and RMAs who wish to seek support from Partnership Funding.
[bookmark: _Toc379968071]1.5 Approach and methodology
Overall approach
The approach to evaluating Partnership Funding is based on the principles of the Magenta Book (HMT, 2011). The evaluation is concerned with assessing the early impact of the policy. It was recognised from the commencement of the research that the data would not tell a full story of the experience of Partnership Funding due to the early stage of policy implementation. The true outcome of the Partnership Funding policy will typically be measured up to 5 years later through the actual spend and contributions received.   Therefore a process evaluation was also undertaken including qualitative interviews and workshops with key stakeholders to gain an insight into the experience of those who had designed and were managing the policy, and those who were assembling partnerships, schemes and bids for Partnership Funding.
The evaluation framework (detailed in Figure 1.1) is presented as a ‘logic chain’ which is an effective and recognised way of setting out what a specific policy is trying to achieve by linking the intended outcomes and impacts back to the inputs and activities and then to the initial rationale and objectives for the programme. This also identifies the key research approaches utilised to evaluate each step of the logic chain.
The key objectives of the evaluation were to:
· assess the impact of Partnership Funding to date and its expected impact in relation to meeting its aim and objectives
· assess the effectiveness of the processes involved in securing funding
· suggest improvements for the future
· provide a long term monitoring and evaluation framework.   
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	Rationale/underlying conditions
	
	Objectives
	
	Inputs
	
	Activities
	
	Outputs
	
	Intermediate outcomes 
	
	Outcomes/ impact

	Pitt Review & Flood & Water Management Act identified the need for more extensive flood protection which cannot necessarily be resourced centrally
With the majority of costs being met by the taxpayer, little incentive for local action (reduces total expenditure) or innovation to achieve multiple benefits.
Distributional concerns – areas that have the biggest incentive to invest themselves get ‘free defences’ whilst others cannot be afforded, due to capital rationing & defences being funded ‘all or nothing’.
Previous system provided limited local choice, and a lack of transparency and certainty for local communities
(Assessed via desk top review of key documents & consultation with national stakeholders)
	
	Aim is to better protect more communities, deliver more benefits & help avoid deprivation caused by flooding and coastal erosion by:
· Encouraging local investment to increase beyond levels affordable by Central Government 
· Enabling more choice and encouraging innovative, cost-effective options in which civil society may play a greater role
· Increasing certainty and transparency over national funding for individual projects, whilst prioritising action for those most at risk & least able to protect/insure themselves 

(Assessed via review of ‘SMARTness’ of objectives, interviews with national & regional stakeholders)
	
	£ FCERM GiA allocated via reserved funding & on indicative basis for future years
(Assessed via quantitative analysis of Medium Term Plans for two financial years pre and post introduction of Partnership Funding – 2010/11, 2011/12, 2012/13, 2013/4)
	
	RMAs build partnerships with local organisations 
RMAs seek external contributions 
EA local support teams provide advice &  appraise applications
RMAs develop schemes & submit bids for funding
RFCCs establish Medium Term Plans & review with EA
EA approves allocation of FCERM GiA – Defra makes decisions on major schemes through Large Projects Review Group (LPRG)
(Assessed via qualitative interviews with RFCC chairs & EA, workshops with RMAs & individual scheme reviews)
	
	No, type & distribution of schemes funded through Partnership Funding
Scale and spread of  external funding contributions
(Assessed via quantitative analysis of Medium Term Plans for two financial years pre and post introduction of Partnership Funding – 2010/11, 2011/12, 2012/13, 2013/4)
	
	Outcome Measures (OMs)
Increase scale of protection – number households protected & increase in Standard of Protection
Deliver greater benefits - value of whole-life benefits 
Target investment at those most in need 
Meet statutory environmental obligations
Additional Measures
Greater local choice 
More innovative solutions
More certainty & transparency
(Assessed via all quantitative & qualitative approaches)

	
	Economic
Move funding arrangements for flood risk onto a more sustainable footing (15% efficiency saving)
Enable economic growth
Maintain pipeline of schemes - contribute to affordable insurance cover
Social
Reduce deprivation caused by flooding & coastal erosion
More households in deprived areas/at most need protected 
Environmental
Biodiversity maintained/enhanced
(Assessed to some degree in interviews with national stakeholders & RFCC chairs)


Figure 1.1: Flood and Coastal Erosion Resilience Partnership Funding Logic Chain

A set of research questions were developed and agreed with the Project Board prior to undertaking the evaluation; these were used to shape all research tools and analytical strategies. The research questions are detailed in Appendix 2 and cover the following key areas:
· The initial rationale behind and objectives of the policy and their appropriateness for current circumstances
· The investment in FCERM from government (i.e. GiA); scale and distribution
· Efficiency, effectiveness and accessibility of the policy’s implementation
· Key outputs achieved in terms of overall scale and distribution of schemes supported and external funding contributions secured
· Key outcomes  - increased investment, targeting of investment at communities at high risk and in areas of high deprivation, increased cost-effectiveness and innovative solutions, greater involvement of local communities and increased certainty and transparency
· Wider social, economic and environmental impacts of Partnership Funding. 
Quantitative research
Assessment of Outputs and Outcomes
Collating and analysing the data
Funding for FCERM is allocated through a rolling programme of over 400 individual projects known as the Medium Term Plan (MTP), which is managed by the Environment Agency. The MTP should show the earliest indications of a change in scheme types and funding arrangements following the introduction of Partnership Funding.  However, it should be noted that the MTP is only a snapshot of the intent to progress a scheme with or without external funding.  The external funding element may be realised in subsequent years, or it is possible the scheme may be delayed for a number of reasons. 
The main quantitative analysis was based on a ‘before and after’ approach to assessing the counterfactual (what would have happened anyway without the introduction of Partnership Funding) which involved reviewing the MTPs for the two years preceding and following the introduction of Partnership Funding (2010/11 & 2011/12 and 2012/13 & 2013/14). This approach was adopted because the target outcomes of the new policy are predicated on an increase in schemes, funding and benefits requiring a comparative baseline. Each year, as projects are completed, approximately 20% of the total capital funding becomes available for new projects, with the remainder continuing to fund commitments from previous years. Therefore, the data was edited to enable the consideration of only ‘new’ indicative allocations; that is, projects that were allocated reserved funding for the first time in each of the years 2010/11, 2011/12, 2012/13 and 2013/14. The MTP contains a wide variety of data on schemes including flood source, scheme cost and location; the range of data has varied a small degree across the four years under review, but this was considered the best data available to undertake the analysis.
The following approach was taken to edit the data:
· The following MTP entries (which are not assessed via the Partnership Funding formula) were removed from each MTP: one-off studies (not those which are leading to the development of schemes which are assessed by the Partnership Funding formula), monitoring schemes, telemetry projects and health and safety works.

· The ‘Year 1’ funding column was used as an indication of the approval year. The ‘Year 1’ MTP data reflects the pipeline of schemes that have progressed sufficiently in the approval process for GiA to be reserved. If a scheme has had no funding in previous years and funding starts in ‘Year 1’, then it was assumed that these schemes were first given indicative approval in that MTP year. For each of the schemes, funding identified for future years was included in the Year 1 year so these should be viewed as indicative funding periods rather than annual allocations. For example, if a scheme identified with Year 1 funding in 2012/13 has identified funding of £10m in 2012/13, £13m in 2013/14 and £6m in 2014/15, then the figure used for 2012/13 was £29m. The £13m identified in 2013/14 was not included in the 2013/14 total to avoid double counting. For each year, all the schemes that have funding in previous years were removed from the analysis along with the schemes that had funding starting in years later than ‘Year 1’. Ideally, we would have used data for schemes that had approved business cases (Gateway 3), but there were significant gaps particularly in relation to the date that projects had proceeded to this stage meaning it was difficult to apply. (Appendix 1 includes a summary of the approvals process identifying each of these stages).
The dataset used once the above parameters had been applied consisted of 849 projects across the four years compared with the full dataset of 7,448 schemes and studies in the four MTPs (around 11% of the total). 
 The 849 MTP entries were cross-tabulated to enable analysis of:
· Overall indicative GiA and external funding (public and private contributions) and number of schemes by year and by:
· Rural/semi-rural/urban areas
· Source of risk – fluvial flooding, surface water flooding, sea flooding, coastal erosion
· Level of risk
· Level of deprivation
· RFCC area
· Lead RMA.

· Total Outcome Measures (OMs) expected to be delivered by year and against the above categories. The policy’s OMs are as follows:
· OM1 – Net Present Value of whole life benefits
· OM2 - households moved from the very significant or significant category of flood risk to the moderate or low category (payment rates are linked to levels of deprivation with those households in areas at higher levels of deprivation being allocated more than those at lower levels of deprivation)
· OM3 – households better protected from coastal erosion (payment rates are linked to deprivation as above)
· OM4 – statutory environmental obligations fully met through FCRM 
The Environment Agency also provided data regarding schemes that have been deferred for the two MTPs since Partnership Funding was introduced (2012/13 and 2013/14). Deferred schemes have to re-apply in future years and may or may not be supported. Separate analysis of the deferred schemes was undertaken, but these schemes were not coded and categorised to the same degree as those with indicative allocations.
Analytical strategy
Summary of outputs, distribution of funding and schemes, summary of outcomes
The outputs and outcomes data collated were analysed in overview terms (i.e. overall number of schemes, amount of total Partnership Funding, amount of external contributions etc) and then broken down to analyse results by different categories e.g. comparison of urban versus rural, levels of deprivation etc. In each case (overview and category breakdown), results identified pre Partnership Funding (2010/11 and 2011/12) were compared with those since the policy has been in place (2012/13 and 2013/14). Due to the early stage of the implementation of the policy, and other changes in the wider context that may have contributed to any changes (for example the implementation of the requirements of the FWMA and increased frequency and severity of flood events), a conservative approach was taken to attributing changes evident in the data to the introduction of Partnership Funding.
Assessment of value for money
The overall indicative Net Present Value of the programme that is likely to be achieved each year (benefits less costs) was calculated and analysed comparing values pre and post the introduction of Partnership Funding. Average Benefit Cost Ratios on an individual scheme basis were analysed to assess value for money at this level. Cost-effectiveness in terms of innovative solutions to minimise costs and evidence that best outcomes are being achieved for the investment were investigated further via qualitative elements of the evaluation.
Assessment of the counterfactual
An assessment of the counterfactual (what would have happened if the Partnership Funding policy had not been introduced) was undertaken on a quantitative basis. The raw outcome scores of schemes funded in the two years since the policy was introduced were compared with the scoring thresholds required to secure GiA in 2010/11 and 2011/12. This is not a perfect approach to assessing the counterfactual as the score threshold changes each year dependent on those schemes with continuation funding and the mix and value of new schemes presented in any year.  In addition, support provided for schemes that (probably) would not have been funded previously cannot be wholly attributed to Partnership Funding due to other changes in the policy context such as the introduction of the FWMA and inclusion of surface/ground water flooding as a risk category. However, it provides a useful indication as to whether the schemes that have been funded since the policy was introduced are likely to have been supported under the previous funding regime.
Limitations
There are a number of limitations related to the quantitative analysis, which have been taken into account in analysing the data and identifying findings:
· The funding data analysed is from the MTP, this is not actual funding paid out, but projected, based on the latest available information. Schemes with an initial funding allocation for reserved funding in Year 1 should have a solid business case and high level of confidence in funding contributions. However, circumstances can change even at a late stage, projects may not proceed and funding contributions may not materialise. The actually approved funding data would be ideal for this analysis, but the MTP reserved funding allocation is the most consistent and extensive dataset available. 
· The analytical framework does not align with the approach that the Environment Agency and Defra adopt in publicising the amount of resources devoted to FCERM. The analysis set out in this report includes all projected future spend in Year 1 of the scheme whilst Defra and the Environment Agency publicise a rolling programme of annualised spend.
· Data for a period of two years can only provide a snapshot rather than any evidence of trends. Also as these are the first two years of the new policy, there will, inevitably, be a transition and ‘bedding in’ period, both for the applicants and those managing the scheme. Any anomalies in the data can skew the results significantly, and both 2010/11 and 2012/13 can be considered as anomalous years due to a very high investment of GiA (2010/11) and one large scheme taking the majority of GiA (2012/13). 
· Major FCERM schemes have a significant gestation period from inception to securing funding (often over five years) so those appearing in the MTP in 2012/13 and 2013/14 are likely to have been under development well in advance of the launch of Partnership Funding. 
· Finally, the introduction of Partnership Funding coincided with a number of other policy and institutional developments, which could account for any changes in funding distribution pre and post the introduction of the policy.
Qualitative research
Desk-top review
 A number of documents and case studies were reviewed to identify evidence of outcomes achieved via Partnership Funding on a qualitative basis. Due to the recent introduction of the policy, some of these research studies pre-dated its implementation, but highlighted schemes and approaches where partnership approaches to funding had been successful.  The list of documents reviewed is provided Appendix 3. 
A brief internal note was produced drawing out key themes from the above, which focused on achievements and challenges in relation to securing external contributions and partnership working in general.
Process evaluation - qualitative analysis
Research approaches and stakeholders
It was recognised from the commencement of the evaluation that the data would not tell a full story of the experience of Partnership Funding due to the early stage of policy implementation. Therefore a process evaluation was undertaken which included qualitative interviews and workshops with key stakeholders. This was intended to obtain insights into the experience of those who had designed and were managing the policy, and those who were assembling partnerships, schemes and bids for Partnership Funding.
The method went through several iterations to ensure that the appropriate balance was achieved between achieving a wide spread of views and drilling down into detail to understand experiences at the local level. The final method is summarised in the table below. The figures included in the table relate to the number of representatives from each stakeholder group engaged in the different research activities

	
	Structured interviews
	Semi-structured interviews
	Structured group discussion
	Written submissions
	Workshops
	Scheme reviews
	Total

	National stakeholders
	15
	
	
	
	4
	1 
	20

	RFCCs
	
	6
	12
	
	1
	
	19

	Coastal groups
	
	
	
	2
	2
	
	4

	EA (regional)
	
	6
	
	
	
	
	6

	LLFAs & districts
	
	2
	
	7
	68
	8
	85

	EA (local)
	
	
	
	
	11
	9
	20

	Water companies
	
	2
	
	1
	2
	1
	6

	IDBs
	
	
	
	
	7
	1
	8

	Community representatives
	
	
	
	
	
	6
	6

	Total
	15
	16
	12
	10
	95
	26
	174[footnoteRef:3] [3:  NB: 9 individuals were involved in more than one research approach. The number of individuals involved in the evaluation was 165.] 



Figure 1.3: Research approaches & stakeholders
The interviews with national stakeholders were based on the agreed evaluation research questions tailored towards the specific interests of the organisations being interviewed. For example, discussion with Defra centred on the rationale behind the policy whilst discussion with the National Flood Forum focused on the experience of local communities in influencing and contributing to the development of schemes and funding bids.  As the evaluation progressed a more consultative approach was adopted investigating stakeholders’ views on the issues that had been raised earlier.  For example the first two workshops (in Warrington and Bridgwater) involved SWOT exercises to draw out the key positive experiences and areas for improvement from those involved with Partnership Funding. Issues highlighted fell broadly into the themes of policy design; application, appraisal and decision-making processes; and partnership working. Issues raised within these themes were then investigated further via the final two workshops (in York and London) and with RFCC Chairs. Specific themes based on the research questions and which emerged from early stages of the evaluation were investigated in more detail in the individual scheme reviews (See Appendix 6).
Analytical strategy
Each stakeholder interview was written up against the pre-agreed topic guide. These were then analysed to identify emerging themes – responses were analysed according to type of stakeholders (e.g. national, RFCC, Environment Agency regional and RMA) and also across the full group. Majority and minority views were highlighted; views from just one organisation were not recorded unless sufficient supporting evidence was provided or the issue was specific to that organisation and unlikely to be encountered by others. Throughout the qualitative analysis, we have encouraged stakeholders to provide evidenced examples rather than identifying ‘general concerns’ so that as detailed an understanding as possible was obtained about issues relating to the implementation of the policy (see Appendix 7). Other evidence, from the workshops, meetings with the RFCCs and scheme reviews plus data findings have also been reported in Appendix 7, which shows how the various strands of research have been triangulated to provide a cohesive overview. 
2. [bookmark: _Toc374270927][bookmark: _Toc374420088][bookmark: _Toc374270928][bookmark: _Toc374420089][bookmark: _Toc374270929][bookmark: _Toc374420090][bookmark: _Toc374270931][bookmark: _Toc374420092][bookmark: _Toc374270934][bookmark: _Toc374420095][bookmark: _Toc374270935][bookmark: _Toc374420096][bookmark: _Toc374270936][bookmark: _Toc374420097][bookmark: _Toc374270937][bookmark: _Toc374420098][bookmark: _Toc374270943][bookmark: _Toc374420104][bookmark: _Toc374270945][bookmark: _Toc374420106][bookmark: _Toc374270946][bookmark: _Toc374420107][bookmark: _Toc374270947][bookmark: _Toc374420108][bookmark: _Toc374270949][bookmark: _Toc374420110][bookmark: _Toc374270952][bookmark: _Toc374420113][bookmark: _Toc374270953][bookmark: _Toc374420114][bookmark: _Toc374270954][bookmark: _Toc374420115][bookmark: _Toc374270961][bookmark: _Toc374420122][bookmark: _Toc374270962][bookmark: _Toc374420123][bookmark: _Toc374270965][bookmark: _Toc374420126][bookmark: _Toc374270972][bookmark: _Toc374420133][bookmark: _Toc374270973][bookmark: _Toc374420134][bookmark: _Toc374271008][bookmark: _Toc374420169][bookmark: _Toc374271010][bookmark: _Toc374420171][bookmark: _Toc374271011][bookmark: _Toc374420172][bookmark: _Toc374271012][bookmark: _Toc374420173][bookmark: _Toc374271013][bookmark: _Toc374420174][bookmark: _Toc374271014][bookmark: _Toc374420175][bookmark: _Toc374271015][bookmark: _Toc374420176][bookmark: _Toc374271016][bookmark: _Toc374420177][bookmark: _Toc374271017][bookmark: _Toc374420178][bookmark: _Toc374420180][bookmark: _Toc374420181][bookmark: _Toc374420183][bookmark: _Toc374420184][bookmark: _Toc374420186][bookmark: _Toc374420188][bookmark: _Toc374420189][bookmark: _Toc374420190][bookmark: _Toc374420191][bookmark: _Toc374420193][bookmark: _Toc374420194][bookmark: _Toc374420197][bookmark: _Toc374420198][bookmark: _Toc379968072]Quantitative analysis
This section provides a summary of the overall outputs and outcomes that have been achieved to date following the implementation of the Partnership Funding policy. It also reports on the approach taken to assess value for money and the counterfactual (what would have happened had the Partnership Funding policy not been introduced). This draws on the quantitative research undertaken to inform the evaluation. 
The degree to which policy design, the processes involved in securing funding, and partnership working have contributed to the achievement of the policy’s objectives are investigated in the following sections 3, 4 and 5.
[bookmark: _Toc371335672][bookmark: _Toc379968073]2.1 Summary of outputs, distribution of funding and schemes, summary of outcomes
Target programme outputs identified in the evaluation framework are an increase in the total number of schemes supported through Partnership Funding and an increased amount and range of sources of external contributions compared with what could be achieved through the investment of Government funding alone.
Overview
The following table provides key information concerning the number of schemes allocated reserved funding from Partnership Funding and the levels of investment from GiA and external contributions (RFCC Local Levy, other public sector contributions and private sector contributions) for the two years preceding and two years following the introduction of the policy to enable a comparative assessment. These figures are based on the analysis of the 849 schemes taken from the four MTPs.
Brief definitions for terms used in the table are provided below:
· Reserved funding refers to projects in their first year of inclusion in the MTP with indicative GiA identified for the initial capital phase of a project in future years. The amount of GiA that is eventually allocated may change in the future once a more developed business case has been produced. Not all schemes allocated reserved funding will proceed to implementation. The “reserved funding” figures provided in this report differ from those published by the Environment Agency and Defra.  The Environment Agency’s published programme identifies “reserved funding” for the coming financial year and “indicative funding” for the following years in order to recognise the modifications that may take place in future allocations as understanding of needs and business cases develop.

· Indicative contributions – whole life contributions towards individual schemes that have been identified in the MTP (at this stage, these sums will have been identified by partners, but not committed).

· Deferred schemes – schemes considered for inclusion in the MTP that have not been allocated reserved funding. These may be considered (if re-submitted) in future years although this is no guarantee of funding.


	[image: More reply commands] Cumulative whole life indicative investment
	2010/11
	2011/12
	2012/13
	2013/14

	Total reserved funding (GiA) plus all indicative contributions (RFCC Local Levy, public & private)
	£632m
	£192m
	£266m
	£383m

	Total number of schemes with reserved funding
	323
	170
	56
	300

	Total number of deferred schemes
	N/A
	N/A
	501
	155

	Average total investment per scheme (with reserved funding) – GiA and external contributions
	£1.9m
	£1.1m
	£4.8m
	£1.3m

	Total GiA allocated via reserved funding
	£606m
	£189m
	£258m
	£272m

	Average GiA allocated per scheme
	£1.9m
	£1.1m
	£4.6m
	£0.9m

	Total RFCC Local Levy identified
	£26.2m
	£2.6m
	£7.7m
	£17.8m

	Total private & public contributions identified (excluding RFCC Local Levy)
	0
	0
	£0.4m
	£93.2m

	Number of schemes with identified private & public contributions (excluding RFCC Local Levy)
	0
	0
	7
	145[footnoteRef:4]  [4:  21 of the schemes with private contributions also have public contributions, 15 with just private contributions, 109 with just public contributions] 


	Average contribution (private & public excluding RFCC Local Levy) for schemes which have contributions in addition to Local Levy
	0
	0
	£0.1m
	£0.6m

	Total public contributions (excl RFCC Local Levy)
	0
	0
	£0.4m
	£46.7m

	Number of schemes with public contributions (in addition to RFCC Local Levy)
	0
	0
	7
	130

	Average public contributions (excl RFCC Local Levy) per schemes with contributions in addition to Local Levy
	0
	0
	£0.1m
	£0.4m

	Total private contributions
	0
	0
	0
	£46m

	Number of schemes with private contributions
	0
	0
	0
	36

	Average private sector contribution per scheme that has private sector contributions
	0
	0
	0
	£1.3m


Table 2.1: FCERM investment and schemes with reserved funding 2010-2014
The table reveals the following:
· The largest amount of indicative investment was in 2010/11; however, this year represents an unusually high indicative allocation of GiA (not spend). Taking the 2010/11 year out of the analysis, it can be seen that investment by both GiA and external funding (in relative and absolute terms) has increased since Partnership Funding was introduced.

· External funding increased considerably in 2013/14, both in terms of the absolute amount and the number of projects securing contributions. Previous external contributions had been largely provided by the RFCC Local Levy, but in 2013/14, 145 projects had identified external contributions – public, private or both – in addition to any contributions from the Levy demonstrating an evident step change. We are aware of schemes that have secured limited external contributions prior to 2012, which do not appear to have been identified in the MTPs.

· The MTPs for each year do not identify any private sector contributions until 2013/14. In 2013/14, of the total £93.2m external funding (excluding RFCC Local Levy) almost half is from private sector sources. This is particularly encouraging, but it is important to note that that Thames TE2100 habitat creation scheme accounts for 50% of indicative private sector contributions in this year. Such large contributions are a positive impact of the policy, but may be atypical. Taking this scheme out of the analysis would result in an indicative private allocation of £25m and total external funding contributions (including public sector sources, but not GiA or RFCC Local Levy) of £72m which is still very encouraging.

· Public funding for FCERM schemes has also increased significantly. As shown above, this increase has not just come from the RFCC Local Levy, but other public sector sources. According to the data, there were no indicative public sector contributions, other than RFCC Local Levy, in the two years preceding the introduction of Partnership Funding. 

· It is important to note that these figures reflect indicative contributions for the whole life capital costs of schemes approved in 2013/14; they do not represent external contributions that will be spent solely in that financial year. As such, there is likely to be a reasonable degree of optimism (agreements are hoped for, rather than signed and sealed) and the additional Growth and Acceleration funding from Defra (£120m) which was made available in December 2012 will have skewed results.

· In 2010/11, the largest amount of GiA and highest number of schemes were indicated reserved funding allocations. Whilst the overall amount of indicative investment (GiA and external contributions) has increased year on year since 2011/12, the number of schemes dropped substantially in 2012/13 due to 90% (£232m) of the total amount of GiA being reserved for the Thames Barrier scheme in that year.

· Data for deferred schemes was only provided for the years following the introduction of Partnership Funding. These revealed that a much greater number of schemes were deferred in 2012/13 than 2013/14, which can be attributed to the larger Thames Barrier scheme being allocated 90% of the funding. The total number of schemes eligible for reserved funding (i.e. those with reserved funding and those deferred) decreased from 557 in 2012/13 to 455 in 2013/14. We are aware that a much larger number of schemes were eligible for reserved funding in 2014/15 as the scoring threshold increased to over 200% suggesting that there is no drop off of applications.
Breakdown of funding contributions
A key requirement of the brief was to obtain a more detailed breakdown of external funding contributions to Partnership Funding than is provided within the MTPs. MTPs only disaggregate external funding into the broad categories of RFCC Local Levy, public and private. In order to identify the more specific funding sources, a sample of 49 schemes was selected for further review. The schemes were selected to cover a range of characteristics such as source of risk, geographical location and type of scheme. Project Appraisal Reports (PARs) were reviewed to obtain the required information. Where schemes do not yet have fully developed PARs, the Environment Agency provided additional information. The information provided for the 49 schemes was analysed in detail to provide an insight into the more detailed sources of external funding contributions. This is a reasonable sample of 14% of new schemes that secured reserved GiA funding in 2012/13 and 2013/14 (total of 356 secured reserved funding in these two years).
Analysis of the sample of schemes revealed the largest single source of external funding (just under 50%) since Partnership Funding was introduced as LAs. When combined with the contributions from the RFCC Local Levy – a further 10% - this analysis suggests that local government is providing the greatest share of external contributions. However, LA funding is likely to have been derived from a variety of sources which were not identified in the information provided. These may include capital receipts and loans, and potentially contributions from developers via planning instruments such as Section 106 and the Community Infrastructure Levy. Other public sector sources included national opportunities such as the Growing Places Fund and Defra Growth and Acceleration Funding. Overall 75% of external funding contributions were identified from public sector sources (including RFCC Local Levy) and 25% from private sector donors[footnoteRef:5]. Within the sample, private sector contributions were largely provided by those likely to achieve direct benefits from the scheme such as major companies and developers wishing to unlock land for future development. Local residents also contributed around £4m showing their commitment to the development and delivery of local FCERM solutions. [5:  The private: public balance of external contributions in the sample differs from that reflected for the overall programme analysis as the sample did not include the Thames TE2100 habitat creation scheme with an indicative private sector contribution of over £20m] 



	Evaluation conclusion

Since the introduction of Partnership Funding, external public sector funding contributions were identified in 2012/13 and external public and private sector funding contributions in 2013/14. It is not possible to wholly attribute these contributions to Partnership Funding, as other elements such as increased flood events, greater community engagement via Localism and implementation of the FWMA will all have contributed, but we consider that it is likely that the policy has had a direct influence on this positive outcome.

Local authorities are a key source of contributions; with continued public sector funding cuts, this may not be sustainable.
Providing GiA remains at current levels and contributions continue to be sourced at the level achieved for projects with reserved funding in 2013/14, there should be an increase in FCERM schemes that can be progressed.


[bookmark: _Toc379968074]2.2 Distribution of funding and schemes
The quantitative research also investigated the type and spread of schemes across various categories which revealed the following findings of interest – again this followed analysis of the 849 schemes selected from the four MTPs:
· Only a minority of schemes with reserved funding target properties at a high risk of flooding and in a highly deprived area – this proportion has stayed at a similar level for the last four years (less than 10%). However, we are aware from recent research by the Joseph Rowntree Foundation[footnoteRef:6] and the Environment Agency[footnoteRef:7] that deprived communities are disproportionately affected by high levels of flood risk, particularly in urban areas and along the coast. As such it is suggested that this area is kept under review. [6:  Sarah Lindley et al (2011) Climate change, social justice and vulnerability ]  [7:  Environment Agency (2006) Addressing Inequalities: Flood Risk ] 


· There is a large increase in surface water/ground water flood source schemes. Prior to 2012/13, there was no category for surface water/ground water schemes; the 2012/13 MTP reported that 14% of all schemes allocated reserved funding were addressing this flood risk source and 34% of schemes in 2013/14.  This is probably because they were not eligible for GiA prior to the introduction of Partnership Funding. In addition, the FWMA requires that newly established LLFAs explicitly address risks of flooding from surface water which will have increased the number of schemes being progressed.

· The distribution of GiA across flood source changes across the four years, but shows no clear pattern due to the large 2012-13 Thames Barrier allocation and because surface water/ground water flood source was not identified as a separate category for GiA prior to Partnership Funding. With external funding contributions being introduced in 2012/13 and 2013/14, the data reveals that coastal erosion schemes have the highest average contribution per scheme (over £1.2m), which is largely sourced from the public sector. Sea and surface water flooding also have substantial average contributions (around £0.8m), but the average external contribution is lower for river flooding schemes (just under £0.3m), which is likely to result from these having high OMs and therefore securing a larger proportion of GiA.

· Both before and since the introduction of Partnership Funding around 50% of schemes awarded reserved funding were located in urban areas. This is unsurprising due to the high density of households which is a key component of the funding formula. The proportion decreased slightly in 2013/14 with an accompanying increase in rural schemes from 11% of all schemes in 2010/11 and 17% in 2011/12 to 18% in 2012/13 and 23% 2013/14. However, the amount of GiA reserved for these schemes has not increased accordingly suggesting that external contributions may be enabling more rural schemes to be progressed. 

· Over the four year period, there has been a significant increase in the number of schemes led by LAs (LLFAs and districts). It is important to recognise the potential impact of the FWMA on the increase in LA schemes, as well as the availability of Partnership Funding to take these forward. The proportion of schemes led by LAs that have been allocated reserved funding increased from 28% in 2010/11 and 35% in 2011/12 to 41% in 2012/13 and 59% in 2013/14. IDBs accounted for around 10% of schemes both pre and post the introduction of Partnership Funding and the number of schemes led by the Environment Agency has fallen from 60% of all schemes in 2010/11 to under 20% in 2013/14. 

· Over time, with the exception of the anomalous 2012/13 where the Thames Barrier scheme dominates, scheme sizes appear to be getting smaller with over 100 small schemes (total cost of less than £0.2m) supported in 2013/14 compared with just over 70 in 2010/11. This could be associated with the increase in surface water and PLP schemes as well as external contributions allowing smaller schemes to be progressed. 

	[bookmark: _Toc379968075]Evaluation conclusion

The data suggests that no specific geographical areas (i.e. urban/rural) or specific localities are being particularly advantaged or disadvantaged by the change in policy.  However, the explicit policy outcome focus on communities at high risk and high deprivation is not being realised (to date) and this needs to be kept under review.

Findings such as the increase in LLFA led schemes, surface water schemes and smaller schemes can probably be attributed to wider policy changes such as the implementation of FWMA responsibilities in addition to the Partnership Funding policy.


[bookmark: _Toc371335673][bookmark: _Toc379968076]2.3 Summary of outcomes
Outcomes are considered in terms of the Outcome Measures (OMs) through which individual scheme benefits are assessed and the overall target outcomes (objectives of the policy).
Outcome Measures achieved
The following table sets out the aggregate OM figures for each financial year drawn from the analysis of the 849 schemes selected from the four MTPs:

	
	OM1 Total - sum of Present Value benefits £
	OM2b & 3b - Households moved from high to low levels of risk
	OM2c & 3c  -Households in very deprived communities moved from high to low levels of risk
	OM4a & 4b –Sum of all water dependent habitat (hectares)
	% of schemes with OM data

	2010/11
	10,752,220
	30,861
	7,205
	46
	61

	2011/12
	8,266,563
	16,035
	3,065
	75
	67

	2012/13
	38,251,160
	12,334
	3,826
	3
	93

	2013/14
	3,400,296
	25,589
	3,915
	294
	86


Table 2.2 Aggregate programme level OMs for 2010-2014
The above data reveals the following:
· OM1 – the indicative total sum of Present Value benefits is far higher in 2012/13 than other years, which is associated with the high benefits anticipated for the Thames Barrier scheme. Benefits drop off significantly in 2013/14, despite the fact that funding and the number of schemes supported is higher than in the two preceding years.
· OMs 2b, 2c, 3b and 3c show the number of households moved from very significant/significant flood or coastal erosion risk to low or moderate risk, both in total and for more deprived households. The high levels in 2010/11 are likely to reflect the fact that FCERM funding was greatest in that year. Total numbers of households moved from high to low risk recovered in 2013/14 to approach the 2010/11 level, reflecting the increased total amount of FCERM funding. But 2013/14 only shows a marginal increase in the number of deprived households protected compared with 2012/13 despite total funding increasing by £100m. This could reflect a trend that may prompt a policy intervention in future and therefore requires ongoing, close monitoring.
· As identified in the outputs analysis, there are significant data gaps in relation to OMs 2 and 3. As such, any inferences made from these data must be treated with caution.
	Evaluation conclusion
The previous approach to funding FCERM was weighted heavily in relation to outcomes meaning only those schemes that had high FCERM benefits could achieve funding (at a 100% rate). Since Partnership Funding was introduced, those schemes with very high outcomes can still secure 100% GiA, but other schemes with lower benefits can secure GiA providing they also secure external funding meaning that schemes with lower OMs are likely to be progressed. Therefore it is unsurprising that average OM scores and BCRs are lower. Over time with an overall increase in schemes, benefits should be greater than with investment from central Government alone.


[bookmark: _Toc379968077]2.4 Assessment of value for money
The quantitative analysis assessed aggregate programme Net Present Value[footnoteRef:8] and programme and scheme level Benefit Cost Ratios (BCRs) to identify if value for money has increased since the introduction of Partnership Funding. This analysis was undertaken using the selected 849 schemes from the four MTPs. Outcome Measure 1 concerns the total sum of Present Value Benefits, but is reported by the Environment Agency in terms of ‘The average Benefit Cost Ratio across the capital programme based upon the present value whole life costs and benefits of projects delivering in the CSR10 period’. We have adapted this slightly to also analyse the average BCR for the schemes allocated in each funding year. The results of the analysis are presented below: [8:  Aggregate programme Net Present Value is calculated by taking away the total investment (GiA plus external contributions) from the aggregate OM1 benefits achieved by all schemes in any one year.  A more accurate assessment of what central government investment is ‘buying’ can be identified by taking away the GiA investment from the aggregate OM1 benefits.] 

	
	BCR Gross
	BCR return to the Government
	Schemes

	
	Whole programme
	Scheme average
	Whole programme
	Scheme average
	 % of total schemes

	2010/11
	17
	23
	28
	24
	61

	2011/12
	31
	86
	32
	89
	67

	2012/13
	111
	25
	112
	26
	93

	2013/14
	10
	10
	16
	15
	86


[bookmark: _Toc370310156]Table 2.3: Whole Programme and Scheme Average BCRs – Gross and Return on GiA
Table 2.3 reveals a range of whole programme and average scheme BCRs. BCRs have been calculated using only those schemes which have provided data meaning that the total sample and proportion of the total population differs for each year. In 2011/12 and 2012/13, gross BCRs and the effective return to the Government (GiA) are very similar as the amount of external funding was minimal in these years compared with overall investment from GiA. 
The gross BCR and effective return to the Government (i.e. return on GiA) show similar patterns of an increase from 2010/11 to 2011/12 followed by a significant hike in 2012/13 (largely accounted for by the Thames Barrier scheme) and then a drop in 2013/14. Overall, the return to the Government would be expected to increase as GiA is ‘buying’ more outcomes due to the availability of external funding. The only reason that can account for a reduction in 2013/14 is that the actual benefits were lower than achieved in previous years; external funding contributions are allowing schemes with lower Outcome Measure scores to progress. 
Schemes at high risk and high levels of deprivation achieved the highest gross BCRs. IDBs showed extremely high average BCRs in 2011/12 but we are aware that there are some issues with these data which have since been resolved. Smaller schemes tend to provide a higher BCR than larger schemes. Average scheme BCRs to the Government (that is the return for the GiA invested) were highest in schemes moving properties from very significant/significant to low or moderate risk in all years and in areas of high deprivation in 2011/12 and 2012/13. Again IDBs achieved the highest average scheme BCRs.  Smaller schemes also tend to achieve a higher return to the Government. 
	Evaluation conclusion
Net Programme Value and average scheme BCRs have reduced since the introduction of Partnership Funding. This can be explained by the fact that external contributions enable schemes with lower OM scores to be progressed; schemes funded under the previous funding regime needed very high OMs to secure funding. But, to the extent that new schemes do not appear to be displacing higher-benefit projects, these additional benefits, although relatively lower, should be adding to programme Net Present Value. This requires ongoing monitoring, however.


[bookmark: _Toc379968078]2.5 Assessment of the counterfactual
This assessment, which again used the 849 schemes selected from the four MTPs, revealed that over 70% of schemes funded in 2012/13 and 2013/14 had raw outcome scores below the scoring threshold required to secure funding in 2011/12; these would not have been funded had they been submitted to the MTP in that year. This is not a totally robust approach to assessing the counterfactual as the score threshold changes each year dependent on those schemes with continuation funding and the mix and value of new schemes presented in any year.  However, it provides a useful comparison which provides an indication that schemes are being supported that would not have been under the previous funding regime.

3. [bookmark: _Toc379968079]Policy design
In this section, issues related to the design of the policy are explored to understand the degree to which these are contributing towards the achievement of the overall objectives. Further detail on the evidence behind these findings is provided in Appendix 7 Synthesis of Findings.
[bookmark: _Toc379968080]3.1 Better protect more communities, deliver more benefits and increase overall investment
Overall outputs and principle of securing external funding contributions
Quantitative analysis
The quantitative analysis revealed that external funding contributions have increased since the introduction of Partnership Funding with a large uplift in expected forward contributions from 2013/14. We consider that this overall increase in external funding contributions can be attributed, in part, to the introduction of the Partnership Funding policy. Wider changes in the policy context such as the implementation of the requirements of the FWMA, the continued focus on Localism and more frequent and severe flood and coastal erosion events will also have contributed to the overall increase in external funding. The data analysis also revealed an increase in the number of schemes supported and the overall amount of funding available for FCERM (GiA and contributions) since 2011/12. The assessment of the counterfactual suggests that schemes are being supported that would not have been under the previous funding regime. 
The quantitative analysis also revealed some changes in the types of schemes that are being supported since Partnership Funding was introduced. Specifically, there has been an increase in the number of schemes supported which explicitly address surface water risk, there is a clear increase in schemes being led by LAs and more schemes in rural areas are being supported than previously. Again the changes in the overall portfolio of schemes supported can be attributed to changes in the wider policy and institutional context as well as the introduction of Partnership Funding.
Views from stakeholders
The principle of securing external contributions to increase the amount of resources available for FCERM was supported by the majority of stakeholders consulted. Specific views related to the fit with Localism and the need for local communities to increase their own resilience and have a greater say, the need for other local stakeholders in addition to the Environment Agency/LAs to take responsibility for FCERM and the recognition that the pipeline of schemes cannot be sustained/enhanced without additional investment supplementing Government resources.
The only exception was a querying of the rationale for the policy from some coastal interests. It was suggested that the Pitt Review[footnoteRef:9] recommendations to increase local contributions focused on surface water and watercourse management at the local level and applying this approach to major coastal erosion schemes places a disproportionate burden on local communities for schemes which provide benefits to a much wider population. The quantitative analysis revealed that coastal schemes have identified significant contributions from the public sector, which could suggest that this concern is unfounded. However, discussion with coastal erosion interests (Environment Agency, LA and community representatives) revealed substantial concerns regarding the ability of RMAs to secure sufficient external contributions to support coastal erosion schemes, which should be kept under review. [9:  http://webarchive.nationalarchives.gov.uk/20100807034701/http://archive.cabinetoffice.gov.uk/pittreview/thepittreview.html] 

The majority of stakeholders from RMAs, RFCCs, national stakeholders and the Environment Agency reported that schemes are being progressed that would not have been funded under the previous regime. Rural schemes that would struggle to reach the score threshold under the previous funding regime were highlighted, as were additional schemes led by LLFAs, schemes addressing surface water risk and PLP schemes. Stakeholders considered that IDBs may struggle to achieve high benefits in relation to costs which may impact on their Partnership Funding score, but also recognised that IDBs can secure a greater proportion of GiA than previously (45% GiA was the previous maximum contribution that IDBs could achieve) and have a source of external contributions via the IDB Special Levy. 
	Evaluation conclusion
Our conclusion is that external funding is required to sustain/enhance the pipeline of work beyond what could be achieved by government funding alone and in the main, the concept has been embraced within the FCERM industry and communities affected by flooding and coastal erosion. 
We consider that schemes are being funded that would not have been previously. Whilst the wider policy context, particularly the implementation of the FWMA will have contributed to this outcome, Partnership Funding has had a positive impact.


Funding formula and impact on specific communities and sources of risk
Views from stakeholders
The majority of stakeholders highlighted concerns regarding the Partnership Funding formula and its potential to impact on the ability of specific communities to secure sufficient funds to undertake FCERM. The following concerns were raised by RFCCs, the Environment Agency and RMAs working in these areas, plus a number of national stakeholders:
· Urban – several stakeholders highlighted the difficulty of achieving high BCRs for schemes even where there are many beneficiaries due to the high cost of schemes. 
· Rural – stakeholders considered it difficult to achieve high outcome scores in rural areas because they are less populous, and the funding score is driven by the number of households protected. They highlighted the importance of agricultural land to the economy and food security, and suggested that this land is undervalued compared with other land uses[footnoteRef:10].  [10:  NB: this is not specifically a Partnership Funding policy design issue at it reflects the Project Appraisal process, which uses standard rates for valuing land; but was highlighted as the benefits identified through the appraisal process inform OM1 which is part of the Partnership Funding formula] 

· Coastal – the majority of coastal stakeholders had strong views concerning the difficulty of securing Partnership Funding for coastal erosion schemes. This was attributed to their high cost, low population density, large proportion of agricultural land and in many areas relatively high levels of deprivation. Coastal stakeholders also highlighted concerns regarding the value of tourism to local economies which is not weighted highly in the funding formula[footnoteRef:11]. [11:  Again this relates to the Project Appraisal process, but was highlighted as the benefits identified through the appraisal process inform OM1 which is part of the Partnership Funding formula] 

· Overall economic benefits – stakeholders were concerned that the formula’s weighting towards damages to households can make it difficult to develop a viable scheme if businesses are the main beneficiaries. 
· Critical infrastructure – the majority of stakeholders expressed concern that the funding formula does not provide a substantive weighting for damages avoided resulting from the protection of infrastructure even though this can have a significant impact on local livelihoods and quality of life. 
Quantitative analysis
The quantitative analysis reported in Section 2 revealed that both before and since the introduction of Partnership Funding around 50% of schemes awarded reserved funding were located in urban areas, more rural schemes are being supported than previously and there is no evident drop off in the proportion of GiA allocated to coastal erosion schemes.  
	Evaluation conclusion
The aim of the policy is to ‘protect more communities, deliver more benefits and help avoid deprivation caused by flooding and coastal erosion’. Defra’s initial intention in designing the formula was that the focus on numbers of households should be a proxy for wider communities as these include businesses, local infrastructure etc. It is possible that this has not been communicated as well as it could have been; few stakeholders viewed the formula in this way. 
In addition, the formula is intended to achieve a set of national outcomes in terms of protecting communities that are at highest risk and are least able to afford to pay for that protection. Arguably, local outcomes in terms of tourism, economic growth and agriculture should be supported by local contributions. But it is accepted that tourism and agricultural businesses tend to be small, often micro-businesses, and therefore are likely to struggle to secure the contributions required especially for large (and expensive) coastal erosion schemes. 
In addition, coastal erosion results in permanent loss of land and in many cases this land has a significant impact on the local and sometimes national economy. Coastal erosion schemes have been funded by Partnership Funding demonstrating that it is possible to develop viable schemes supported by contributions, but stakeholders concerns should be taken into account.  It is proposed that the formula remains unchanged, but that the impact of Partnership Funding on the pipeline of coastal erosion schemes is monitored by the Policy Implementation Review in 2017.



Other issues
Maintenance costs
RMA and Environment Agency stakeholders have expressed concern regarding the differential treatment of contributions towards maintenance costs in the different funding formulae for Environment Agency and other RMA led schemes, which could lead to the Environment Agency having an unfair advantage. The different formulae allow external contributions that have been secured to fund future maintenance to be taken into account in the funding of Environment Agency led projects, but not for those led by other RMAs. However, the Environment Agency formula takes into account the whole life costs of a scheme, including maintenance, whilst the other formula only takes into account capital costs and contributions. 
Future development
A number of RMA and RFCC representatives considered that the Partnership Funding policy potentially encourages new development in the flood plain, which could compromise the requirements of the sequential test within the technical guidance to the National Planning Policy Framework[footnoteRef:12] and also have future implications for insurance. This is because contributions can be sourced from developers if flood protection measures are opening up development opportunities as well as protecting existing properties. Partnership Funding cannot be used to protect properties built after 2012, but some schemes will protect existing properties and open up land for development. [12:  CLG (2012) National Planning Policy Framework: Technical Guidance https://www.gov.uk/government/publications/national-planning-policy-framework-technical-guidance] 

	Evaluation conclusions
Maintenance is accounted for in different ways as LAs should be funding maintenance via revenue support funding provided by central Government. However, this has not been well communicated leading to a lack of transparency. We suggest that the two formulae should remain as they are, but a clear explanation should be provided as to why they differ to assure stakeholders that the Environment Agency is not being given preferential treatment.
Through the requirement to secure external contributions, it is possible that Partnership Funding could encourage development in flood zones 2 and 3 by releasing additional land for development. The NPPF does not discourage all development within the flood plain only that without sufficient protection in place, and the planning process should ensure that the sequential and exception tests are applied appropriately and that Partnership Funding does not circumvent the provisions of the NPPF. 


[bookmark: _Toc379968081]3.2 Enable more local choice, and cost-effective and innovative solutions
Encouraging local choice and influence
The majority of stakeholders, especially RMAs, considered that the overall policy requirement for external contributions should increase the profile of FCERM at local political levels and amongst communities. There is, however, a need for expectations to be managed which is further explored in terms of partnership working (Section 4).
Cost effectiveness
Examples of schemes increasing their cost-effectiveness are highlighted in Section 4 and issues concerning the cost-effectiveness of the processes through which Partnership Funding is secured are considered in Section 3.
[bookmark: _Toc379968082]3.3 Increase levels of transparency and certainty
Partnership Funding has opened up the ability to develop, seek funding for and implement FCERM schemes to a wider audience encouraging community interest and an increase in schemes led by organisations other than the Environment Agency. In addition, the way that the Partnership Funding formula is designed suggests that even schemes with low Outcome Measure scores can achieve some GiA providing sufficient external contributions are secured. However, as bidding for Partnership Funding is a competitive process (there is only a finite amount of GiA available year), it is inevitable that the scoring threshold at which schemes are allocated funding will change on an annual basis. Since Partnership Funding has been in place, the funding threshold has varied from 120% in 2012/13 to 100% in 2013/14 and well over 200% in 2014/15 due to the scale of pre-existing commitments. Stakeholders consider that under the previous funding regime, it was definitive that low scoring schemes would not be funded or if they waited long enough they would be, now they ‘might’ be. The majority of stakeholders were concerned that Partnership Funding has decreased rather than increased certainty, which is reflected in the hugely fluctuating score threshold for funding over the first three years of the policy’s implementation.
The policy design and funding formula are reasonably straightforward to understand and apply and RMAs have reported that this enables them to undertake an initial assessment of whether schemes are viable and the scale of external contributions they may need to secure. However, the ‘scores’ are not the only variable determining the allocation of funding; continuation schemes, health and safety priorities and local priorities including deliverability and local politics are also taken into account by RFCCs and the Environment Agency in making decisions. 
	Evaluation conclusion
The previous funding regime was also uncertain in that schemes could be deferred for many years with no assurance of when funding would finally be secured, if at all. There are some legacy schemes that have been in the Environment Agency’s MTP since 2009 which do not achieve high Outcome Measure scores; these schemes are now unlikely to be funded. A longer term approach to allocating funding, such as a multi-year MTP could help address the concerns as could improved communication by the Environment Agency regarding the likely score threshold based on an understanding of existing commitments and large schemes coming forward. The impact that the variable score threshold is having on partnership working is investigated further in Section 5.
Funding of FCERM schemes cannot be undertaken on a solely formulaic basis without taking into account wider issues such as deliverability, planned or existing schemes which impact on the proposed scheme and recent flooding and coastal erosion events and the degree to which these have impacted on local communities.  In relation to the latter, politics also comes into play particularly where local communities are vociferous about their concerns regarding flood and coastal erosion risk. It is important that RFCCs communicate their local priorities better to avoid allegations of ‘black box’ decision making. In addition, full justification should be provided by the Environment Agency for deferred schemes.


[bookmark: _Toc379968083]3.4 Prioritise action for those most at risk and least able to protect or insure themselves
Quantitative analysis
The national priority for FCERM funding is to ensure that Government funding is directed towards those who are most at risk and least able to protect or ensure themselves. The funding formula includes Outcome Measures 2 and 3 which record the number of households moved from very significant/significant flood or coastal erosion risk to low or moderate risk both in total and for households in deprived areas[footnoteRef:13] and uses a national proxy for damages avoided per household. The latter is likely to benefit those in deprived areas where damages avoided are likely to be of less value. Therefore the formula in itself has been designed to support this objective.  [13:  Deprived areas are identified using DCLG’s Index of Multiple Derivation, 2010 (IMD)] 

The quantitative analysis revealed that whole programme totals for these Outcome Measures were highest in 2010/11, which reflects the fact that the total funding pot was highest in this year. In absolute terms, a minority of schemes (less than 20% in each year) with indicative allocations target properties at a high risk of flooding and in a highly deprived area. 
Views of stakeholders
Concerns that the policy is not enabling sufficient targeting of support at deprived communities has been raised by stakeholders during the course of the evaluation, but this has not been a majority view. However, it has not been highlighted as an area of success. In addition, a small number of stakeholders have expressed concern regarding the lack of deprivation weighting placed on OM1. This means that deprivation is only taken into account in relation to the location of households, not the location of infrastructure or businesses.
In addition, a technical issue raised by a minority of stakeholders (Environment Agency, RMAs) is the treatment of risk levels in the Partnership Funding Formula compared with that required by FCERM Appraisal Guidance[footnoteRef:14] (FCERM AG).  The FCERM AG requires detailed assessments of risk, whilst the Partnership Funding formula groups schemes into risk level bands (i.e. very significant, significant, moderate, low); stakeholders considered these bands to be too broad to make robust assessments of risk. Finally, stakeholders expressed concern that the risks from different sources score equally despite the very different impacts these can have. For example, a similar risk of surface water and sea flooding could be scored equally even though far more serious impacts would result from the latter. [14:  Environment Agency (2010) Flood and Coastal Erosion Risk Management Appraisal Guidance http://a0768b4a8a31e106d8b0-50dc802554eb38a24458b98ff72d550b.r19.cf3.rackcdn.com/geho0310bsdb-e-e.pdf] 

	Evaluation conclusion
As deprived communities are disproportionately affected by flooding and the policy has an explicit outcome to address this, it is important that the proportion of deprived/high risk communities securing funding is kept under review and targeted action is taken if required. 
Absolute levels of risk are assessed in the project appraisal process whilst the funding formula provides a relative approach using risk categories. This should enable more transparent allocations. Regarding different sources of risk, we consider that changing the formula could add unnecessary complexity and is unlikely to improve transparency. As such we do not consider that the approach to assessing risk should be amended, but that RFCCs should use their local knowledge of schemes to identify priorities depending on levels and sources of risk.


[bookmark: _Toc379968084]3.5 Value for money – overall programme 
The Partnership Funding policy is concerned with managing flood and coastal erosion risk by allowing more schemes to proceed than could be achieved with Government funding alone. Earlier we identified that with the positive increase in external funding the number of schemes should increase over time thus allowing increased management of risk with the same levels of Government investment.
As detailed in Section 2, the quantitative analysis revealed that overall Net Present Value and Benefit Cost Ratios had reduced since Partnership Funding had been introduced. However, there is not a clear cut relationship between these metrics and overall value for money as the changed funding formula enables schemes with lower outcome scores to be funded provided external funding contributions are secured. Over time, overall benefits should increase as a result of more schemes being supported from increased external funding contributions. However, this is unlikely to be along the same trajectory (as those achieved prior to Partnership Funding) as the inclusion of external funding is enabling schemes with lower Outcome Measures to proceed.
But, to the extent that new schemes do not appear to be displacing higher-benefit projects, these additional benefits, although relatively lower, should be adding to programme Net Present Value. This requires ongoing monitoring however. A potential concern has been raised that schemes securing 100% GiA have no incentive to seek external funding and there may be ‘negative additionality’ in that contributions could have provided some of the funding. This is investigated further in Section 5 in relation to partnership working. 
	Evaluation conclusions
There is no evidence, yet, of increased value for money in terms of programme Net Present Value and individual scheme Benefit Cost Ratios which should be reviewed in the Policy Implementation Review in 2015. However, the additional contributions being secured should mean that Government is achieving more for the resources it is investing with GiA in partnership funded projects than would be the case without the contributions policy.


4. [bookmark: _Toc374420222][bookmark: _Toc374420223]
5. [bookmark: _Toc379968085]Processes through which Partnership Funding is secured
In this section, issues related to the application, appraisal and allocation processes through which Partnership Funding is secured are investigated to assess the degree to which these are contributing towards the achievement of the overall objectives. Further detail on the evidence behind this discussion is provided in Appendix 7 Synthesis of Findings.
[bookmark: _Toc379968086]4.1 Better protect more communities, deliver more benefits and increase overall investment
Partnership Funding has been in place for two years and it is inevitable that this transition period has proved challenging for many stakeholders, especially as the time period has coincided with the requirement to take on additional responsibilities from the FWMA. Therefore, these concerns need to be considered in the light of this being a very new funding approach involving a steep learning curve for all involved. 
The majority of stakeholders (national stakeholders, RMAs and the Environment Agency) expressed concern regarding the processes involved in assembling bids, project appraisal and allocation and considered that these have the potential to hinder the overall achievement of the policy’s objectives. The actual processes involved have not changed with the introduction of Partnership Funding and therefore it is important that concerns identified with processes are not attributed to the policy itself. However, as these processes have to be followed to secure Partnership Funding, it is important to consider how they interface with the policy and affect the likely achievement of its objectives. The main concerns relate to: overly bureaucratic processes, challenges in securing external contributions, and the difficulty of applying requirements to very small and very large schemes.
Overly bureaucratic processes
Views from stakeholders
A fundamental criticism has been made (by a large proportion of RMAs consulted plus Environment Agency representatives and national stakeholders) that the processes involved in assembling bids and project appraisal are excessively slow and bureaucratic with the requirement to fill in multiple spreadsheets and access different guidance saved in different places. At one of the RMA workshops held as part of the evaluation, the important point was made that securing external funding can be opportunistic to a degree and that in order to capitalise upon available sources there is a need for a process which is ‘fleet of foot’. Potential funders, whether private or public, might have funding available that needs to be spent or at least allocated within a specific time-period; this could be lost if there is no certainty concerning future GiA allocations. The majority of stakeholders from RMAs and the Environment Agency considered that it now takes far longer for bids to be developed and appraised – 18 months to 2 years was identified by RMAs as the additional time required from scheme inception to securing GiA.
A further issue highlighted by a number of RMAs concerns the provision of inconsistent advice from the Environment Agency at the local level and also difficulties in obtaining responses on issues that are raised nationally.
	Evaluation conclusions
Although significant concerns have been voiced concerning the processes associated in securing Partnership Funding, the very high level of applications to the 2014/15 MTP (as evidenced by the 200%+ score threshold) suggests that RMAs are not being discouraged from bidding by the application requirements.
Partnership working inevitably adds time to the process, but should result in schemes that have a more definite chance of being funded and will be accepted within the community.  As a result partnership schemes should be quicker to implement on the ground although it will take time for this to be evidenced in practice. Furthermore, the previous regime separated out strategies and studies from developing the scheme; these are now considered together meaning that the time taken overall may not actually be much different. 
To change the system in its entirety when it is still early days could risk stalling the progress that has been made and limit the pipeline of schemes coming forward. The key issues that need addressing are communication and capacity building. There is clear confusion between project appraisal and Partnership Funding requirements and priorities, which should be addressed through improved guidance and communication. 
Whilst accepting that the Environment Agency is also going through a steep learning curve, it is essential that consistent advice is provided and that responses are provided to queries within a reasonable amount of time. Where new issues are encountered that may be experienced elsewhere and when queries are raised repeatedly on the same issue, the Environment Agency should respond to these issues on its website providing a useful e-learning resource as well as ensuring consistency of advice. Capacity building should continue with an emphasis on lessons learned.


Challenges in securing contributions
Views of stakeholders
The majority of RMAs and Environment Agency representatives consulted, plus a number of national stakeholders identified difficulties in aligning different funding streams. Water companies and other major infrastructure organisations, such as Network Rail work on different time-horizons and longer funding cycles than the annualised Partnership Funding process. 
A further challenge identified by RMAs involved in assembling bids for coastal erosion schemes has been the difficulty of identifying a mechanism to secure funding from a large population of direct and indirect beneficiaries, particularly when the requirement is required for regular annual funding, rather than one-off schemes.  This situation has been explored with stakeholders looking to implement the Wash East Coastal Management Strategy. The key challenge here is the need to secure contributions on a regular basis to fund continued beach re-nourishment, from a dispersed local population and wider indirect beneficiaries. Local businesses, such as caravan site owners, are willing to contribute, but want an equitable mechanism to be developed to ensure that all beneficiaries are contributing; this mechanism also needs to be provided in perpetuity. Various options have been investigated such as Coastal Protection Act Work Schemes, increasing Council Tax and the establishment of a Business Improvement District, but none of these are completely fit for purpose.
	Evaluation conclusions
The issue of aligning funding streams with others is a common problem faced by any physical development programme involving multiple sources of funding (e.g. regeneration and housing schemes. However, a longer term MTP would assist with securing funding. This is further explored later in this section.
The issue faced by the stakeholders involved in the Wash East Coastal Management Strategy and other RMAs looking to deliver beach re-nourishment schemes (e.g. the Lincshore scheme on the Lincolnshire coast) cannot be wholly attributed to Partnership Funding as Defra was not intending to continue funding 100% of such scheme costs prior to the introduction of the policy. However, RMAs looking to resource such schemes would benefit from further advice from Defra, the Environment Agency and the LGA concerning the potential application of the Coastal Protection Act and the use of Council Tax increases.


Very large and very small schemes
Views from stakeholders
Another common issue highlighted by the majority of stakeholders consulted was that the bid assembly, grant application and appraisal processes work well for the ‘average, in year, Environment Agency led, main river scheme’, but are less easy to apply to very large or very small schemes. For very large schemes, such as the Lower Thames Strategy and Lincshore; there are difficulties in managing external contribution/GiA proportions over multiple years and in trying to estimate the scoring threshold as small changes in % contributions can mean several million pounds for schemes at this scale. 
In addition, large schemes of national importance such as the Thames Barrier achieve very high Outcome Measures and therefore can be eligible for large proportions of the annual GiA allocation. Stakeholders expressed concerns about major projects of national significance being considered alongside small surface water schemes (for example) as the latter cannot compete in terms of overall benefits. It was suggested that such schemes should be considered separately through a ‘national funding pot’.
RMA stakeholders also reported that assembling and submitting bids for very small schemes, such as those addressing surface water risk can be onerous and time-consuming particularly considering the ultimate investment to be obtained. Particular difficulties have been highlighted by a number of LLFAs through the evaluation including Westminster, North Yorkshire, Gateshead and Somerset. Furthermore, it is often the case that individual schemes struggle to achieve high OM scores and obtaining external funding for each scheme is challenging. As a result of these concerns, alternative funding such as 100% RFCC Local Levy and/or LA contributions are being utilised to resource small surface water or PLP schemes.  The Environment Agency’s Principles document identifies packaging up schemes as a potential cost-effective mechanism enabling small schemes to obtain Partnership Funding (providing they each exceed the funding score threshold) and several RFCCs are considering implementing such approaches. North Yorkshire County Council has proposed an Investment Strategy for addressing dispersed surface water risk, which would enable the packaging of schemes to improve economies of scale which is being considered by the Yorkshire RFCC.
	Evaluation conclusions
Very large schemes – we do not recommend that a separate approach should be introduced for schemes of national importance as this would involve an additional process but with the funding still being taken from the GiA total. However, it is important that the Environment Agency and RFCCs manage and communicate the timing of such large schemes coming forward to ensure that other RMAs pursuing funding are not disadvantaged. In addition, the Environment Agency should provide additional guidance for the management of very large schemes in terms of phasing and using different proportions of GiA and external contributions over the project’s lifetime.
LLFAs concerned about the process for pursuing small scale projects should consider packaged approaches. If the proposal developed by North Yorkshire County Council is progressed, its outcomes and lessons learned should be widely disseminated potentially providing a model for others to adopt.


[bookmark: _Toc379968087]4.2 Enable more local choice, and cost-effective and innovative solutions
No particular process issues have arisen in relation to this specific objective, which are not covered elsewhere in the report. Local choice elements are covered in detail in Section 5, and cost-effectiveness of the process, rather than individual solutions is considered in the following Section 4.5 regarding value for money.
[bookmark: _Toc379968088]4.3 Increase levels of certainty and transparency
Issues related to the Environment Agency’s MTP
Views from stakeholders
The current application process involves submitting schemes for inclusion on the Environment Agency’s MTP[footnoteRef:15] when they are at an early stage of development and do not yet have a fully developed business case. This means that actual costs are not finalised nor are target outcomes or required contributions. RMAs have reported considerable difficulty in securing contributions with this degree of uncertainty, particularly where other contributions are dependent on GiA and vice versa. Stakeholders have also reported that including schemes on the MTP at such an early stage can lead to raised local expectations. This is because there is an assumption that schemes included will be going ahead, whereas in some cases this could just be a commitment to fund the development phase, which may not result in a viable scheme.  [15:  Securing GiA and ultimate payments is dependent on securing approval at each stage of a project’s life. Ultimately there are two stages the projects pass through whilst they are on the MTP – an initial development phase (development of business case and commitments from funding partners) and the detailed design and construction phase. Once the second phase has commenced (following approval of the business case at Gateway 1), it is presumed that the Environment Agency will continue to provide the agreed proportion of GiA alongside any external contributions to complete the project.] 

The MTP currently operates on an annual basis which has caused significant concern amongst RMAs in particular. They have reported that the approach hinders scheme planning and obtaining contributions.  In addition, some examples have been provided (e.g. South Shields) of schemes ‘disappearing’ from the MTP without any explanation. 
	Evaluation conclusions
The early stage at which schemes appear on the MTP clearly creates difficulties for stakeholders, but a two stage process is not advocated as this could reignite previous concerns about schemes and strategies being funded for their own sake. As there is already a two stage process built into the MTP process, it would be more sensible to clarify this and the status of individual schemes. This would also make the task of analysing the MTP far more straightforward and enable better tracking of the pipeline.
We conclude that the annualised approach is difficult to manage for all parties, including the Environment Agency and results in an MTP which is difficult to interpret. Annualised budget planning is uncommon with other major infrastructure organisations, such as water, power and transport companies, undertaking such planning on a multi-year basis. A multi-year MTP should be put in place to support the move to a longer term settlement from Defra to the Environment Agency which was confirmed this summer. 


[bookmark: _Toc379968089]4.4 Prioritise action for those most at risk and least able to protect or insure themselves
No particular process issues have arisen in relation to this specific objective, which are not covered elsewhere in the report. Section 2 has discussed the impact of the policy design on achieving this objective and Section 4 covers partnership working.
[bookmark: _Toc379968090]4.5 Value for money – overall programme and processes
The cost-effectiveness of the process of assembling bids and application and appraisal has been queried by the majority of RMAs and the Environment Agency particularly for small schemes (detailed in 5.1). Specific concerns have been highlighted regarding the additional costs and time that partnership working incurs in terms of issues such as developing agreements, negotiating funding with prospective funders and developing schemes that need to meet a range of objectives. 
	Evaluation conclusions
Ultimately, more effective results should be achieved from partnership working leading to more holistic and sustainable solutions, but this upfront work is not costed anywhere and places pressure on revenue resources that are already squeezed. Continued capacity building is required as is the continued provision of standard documents (e.g. Terms of Agreement, Funding Agreements etc) by the Environment Agency. In addition, pooling funding and utilising Local Levy could also help fund these upfront resources.






6. [bookmark: _Toc379968091]Partnership working
This section explores issues related to partnership working to understand the degree to which these are contributing towards the achievement of the overall objectives. Further detail on the evidence behind this discussion is provided in Appendix 7 Synthesis of Findings.
The implementation of Partnership Funding requires a culture change and shift in mindset across the FCERM community and therefore this section is crucial in conveying the degree to which stakeholders are embracing and working with the new policy and considering how their working practices are likely to impact on its success.
[bookmark: _Toc379968092]5.1 Better protect more communities, deliver more benefits and increase overall investment
Securing contributions
The likely success of the policy overall is firmly based on the ability of RMAs to secure external contributions from a range of sources. Four specific issues have arisen throughout the course of the evaluation, which are considered in turn: 
· the stage at which contributions are sourced
· the ‘attractiveness’ of schemes to potential contributors regardless of OM score
· the potential for 100% scoring schemes to ‘crowd out’ contributions 
· the sustainability of continuing contributions from the public sector and difficulties encountered in securing funding from the private sector. 
Views of stakeholders
The stage at which contributions are sourced
The majority of RMAs and Environment Agency representatives interviewed have highlighted the difficulties of entering into negotiations with private and public sector partners to obtain funding for proposed schemes. Concerns have been expressed in relation to their negotiation skills, lack of perceived responsibility from beneficiaries (‘if the sea comes in I’ll move my business inland’) and funding timescales. Network Rail highlighted this issue in relation to the Environment Agency approaching route managers for contributions to replace existing assets that had previously been funded by the Environment Agency. As Network Rail had received no forewarning of the Partnership Funding policy, this came as something of a surprise and not something that the company could respond to quickly with funding tied up in multi-year forward plans. 
The ‘attractiveness’ of schemes to potential contributors regardless of OM score
It is inevitable that some schemes will attract more contributions than others due to the obvious visible protection they may provide for beneficiaries, recent flood and coastal erosion events and their public relations value. RMAs, the Environment Agency, RFCCs and national stakeholders have reported that private companies will invest where their own assets are at risk and where they can maximise publicity opportunities; developers will invest where there is a clear possibility of unlocking development land as well as protecting existing properties. A minority of RFCC, RMA and Environment Agency representatives reported a number of disincentives for the private sector to contribute in relation to State Aid, corporation tax and VAT. 
Furthermore, it is often the case that those schemes with the greatest visibility that are protecting large numbers of households, such as the Thames Barrier, may provide attractive investment opportunities for partners. However, such schemes also tend to achieve very high Outcome Measure scores and therefore they do not require external contributions to proceed. Conversely, a minority of stakeholders considered that it is difficult to secure contributions for such iconic schemes with national benefits as partners are very disconnected from the benefits they bring. 
RMA, Environment Agency and RFCC stakeholders highlighted difficulties in securing contributions in deprived areas, less populous areas and inner city, transient neighbourhoods where community cohesion is not as strong as in more settled rural areas. 
Finally, stakeholders reported that securing funding for replacement is far more challenging than for ‘new’ assets. If protection has already been provided via Government funding (‘for free’) a change in mindset is required for organisations to accept responsibility and invest in their own resilience (the classic ‘free rider’ argument).
Potential for 100% scoring schemes to ‘crowd out’ contributions
Related to the above, where Outcome Measure scores are well in excess of the minimum requirement of 100%, stakeholders reported that there is little incentive to seek/provide contributions even if these could be readily acquired. This is not to say that contributions are not being secured in any schemes with scores over 100% but it is much more difficult to obtain them. As such, there may be some ‘negative additionality’ in that some schemes entitled to 100% GiA (on the basis of Outcome Measure scores) could have achieved external contributions for a proportion of the costs. In addition,  RMAs and Environment Agency representatives involved with the schemes supported through Defra Growth and Acceleration Funding expressed concerns that this additional funding has negated the need for other contributions and in some cases negotiations with local businesses ceased once this funding had been allocated.
The sustainability of continued dependence on public sector contributions
The quantitative analysis reveals that the majority of contributions are sourced from the public sector, and LAs are the largest public sector contributor. The majority of stakeholders from all categories have questioned the sustainability of continuing contributions from LAs with persistent public sector cuts. This may also have an implication for the pipeline of schemes coming forward and the deliverability of schemes already on the Environment Agency’s MTP which are at an early stage. It has not been possible to obtain a categorical overview of the sources from which LAs are obtaining contributions, but from the views provided during the evaluation, the majority appear to be sourced from capital reserves and borrowing with minor inputs from FWMA funding, and redistribution of resources between services. Funding from s.106 and CIL is providing only a minor contribution, but has the potential to provide a larger proportion of investment. A similar concern has been highlighted with regards to revenue funding and the ability of LAs (LLFAs and districts/boroughs) to provide the staff time required to resource the early development of Partnership Funding schemes. This also has implications for the maintenance funding of schemes, which may require a major change in annual revenue spend for LAs.
Finally, despite other Defra research studies (FD2643) which have highlighted a range of possible funding sources, the majority of contributions were obtained from a small number of sources (primarily local authorities, RFCC Local Levy and large private sector companies/developers) and RMAs had not considered other sources. 
	Evaluation conclusions
The stage at which contributions are sourced - RMAs should approach partners at an early stage, when there is a recognised need to address evident risk, rather than presenting a prepared scheme and then asking for contributions. Defra should work with other government departments and national infrastructure organisations to raise awareness of the Partnership Funding policy. 
The ‘attractiveness’ of schemes to potential contributors – we recognise that approaching partners to consider developing schemes and providing funding for replacement assets is far more challenging than with a new scheme. Partners may be encouraged to invest in the replacement of existing assets if the benefits (and potential dis-benefits if they are not replaced) are highlighted. There should be some consideration of ‘ability to secure contributions’ along with the usual application of the funding formula. We suggest that RFCCs should use their local knowledge to require contributions from some schemes which are entitled to 100% GiA on the basis of OM scores where they consider that securing contributions should be easily achieved. We do not suggest that all schemes should be required to obtain contributions regardless of score, but that 100% funding should very much be an exception to the rule. We are not overly concerned by the suggestion allegation that Defra Growth and Acceleration funding crowded out possible contributions. This funding allowed Defra to facilitate a small number of schemes to develop more quickly than would have otherwise been possible. Any ‘crowding out’ of local contributions is minor in the context of the entire programme.
The sustainability of continued dependence on public sector contributions - application of the ‘beneficiary pays principle’ is not always being realised in practice. Whilst LAs are the proxy beneficiary for schemes focused on regeneration, growth and protection of communities, securing contributions from private sector organisations where they are clearly potential beneficiaries has proved more challenging. Private sector contributions should be sought wherever private sector organisations are likely to benefit from proposed schemes. The main opportunity for ‘mandatory’ contributions is via the development process (s.106 and CIL). These opportunities should be maximised by LLFAs working closely with LPAs to require developer contributions from any proposed development that will benefit from planned FCERM schemes. In addition, through capacity building approaches it is suggested that examples of good practice of successful negotiations with the private sector should be disseminated to other RMAs. Guidance should be provided concerning issues that may prevent the private sector investing e.g. State Aid, corporation tax and VAT.
Continued capacity building is required to assist RMAs in applying for and securing ‘less obvious’ sources of funding; sharing experience between RMAs will also be beneficial particularly where RMAs have been successful in obtaining contributions from other sources such as European funding, lottery and charitable trusts.


Other issues
Views from stakeholders
Potential to buy schemes
All stakeholders involved in the management and delivery of Partnership Funding were concerned by the potential for RMAs to ‘buy’ schemes if they can secure sufficient external contributions. In essence, this involves schemes which can secure large contributions leapfrogging those with higher OM scores that struggle to secure contributions. A safety net is available for those schemes with the highest risk and in areas of high deprivation, which should achieve over 100% on OM score alone so GiA continues to be targeted at those schemes.  No schemes with OM scores of less than 100% would have been supported under the previous regime and no examples of schemes have been provided that would previously have gone ahead and now cannot. However, with external funding as a fundamental component of the formula, there is the possibility of schemes with less risk and more contributions being funded rather than those with more risk and fewer contributions. This should be kept under review.
Maintenance and asset replacement
RMAs via the workshops, a number of national stakeholders and Environment Agency representatives expressed concerns regarding the current promotion of the policy and the degree to which this is sustainable. The Environment Agency has been strongly promoting the policy and encouraging RMAs to develop bids and RFCCs have indicated that there is a push to spread the funding as far as possible, bringing in external funding to increase the number of schemes and overall benefits. This has created some difficulties with a very high score threshold (over 200%) for reserved funding allocated for 2014/15 due to the high value of continuation projects already in place. In addition, in the context of the Environment Agency withdrawing maintenance from some schemes and the continued squeeze on LA revenue funding, stakeholders expressed concern that problems could be stored up for the future in relation to the provision of adequate maintenance.
	Evaluation conclusion
The funding formula means that it is possible for schemes with lower OM scores that can secure external funding to be funded rather than those with higher OM scores (but not to the level where they could be entitled for 100% GiA) that cannot secure contributions. We have not identified any specific examples of this happening in practice and suggest that RFCCs use their local knowledge to understand the degree to which this practice is happening on the ground and take this into account in decision-making.
The Environment Agency and RFCCs need to manage the forward pipeline of schemes coming forward by maintaining an awareness of continuation projects and large projects being promoted in any one year. This knowledge should be used in communicating with RMAs regarding the development of bids to avoid raising expectations that cannot be met. 
RMAs should ensure that they can adequately resource maintenance costs and have the revenue funding available to deliver schemes being put forward for funding.  The current research project being undertaken for Defra concerning FCERM maintenance should help identify future approaches to fund maintenance on a more sustainable basis.


[bookmark: _Toc379968093]5.2 Enable more local choice, and cost-effective and innovative solutions
This section first investigates evidence of local choice which is viewed in terms of both RMAs having a stronger say in decisions, as well as the local community (residents, businesses and other local interests).
RMA relationships and decision making
Views from stakeholders and scheme reviews
RMAs, the Environment Agency, RFCCs and national stakeholders have reported that a key outcome from Partnership Funding to date has been the much improved and closer working relationships that are being achieved between RMAs. This is beginning to result in a better understanding of each others’ agendas and the development of integrated solutions bringing together multiple sources of risk managed collaboratively.
The ethos of Partnership Funding aligns well with other developments introduced by the FWMA such as the requirement for LLFAs to produce Local Flood Risk Management Strategies (LFRMSs) and should encourage wider partnership working over and above the development of individual schemes and the requirement to secure contributions. However, concerns have also been expressed by RMAs and RFCCs regarding continued siloed working (by LLFAs, coastal districts and the Environment Agency), Environment Agency ‘dominance’ in terms of expecting RFCCs to rubber stamp their recommended allocations and an evident dislocation between emerging LFRMSs, and the local priorities of the Environment Agency and coastal districts in some areas. The following three examples, which were investigated in more detail as part of a series of scheme reviews undertaken to inform the evaluation(see Appendix 6 for more information concerning the scheme reviews), highlight the importance of collaborative working and the strategic management of risk:
· In West Sussex, the draft Lower Tidal River Arun Strategy (LTRAS) was consulted on early in 2013 at the same time as the West Sussex LFRMS. The latter included the LTRAS and other schemes in Arundel within an unprioritised programme of over 100 schemes. The local community in Arundel were concerned with the lack of progress in taking forward schemes identified in the draft LTRAS. The Environment Agency and WSCC acknowledge that this concern resulted from the strategy not being sufficiently set within the context of the LFRMS when it was consulted upon. The Environment Agency and WSCC are now working together to identify a ‘combined list of needs’ over 50 years with schemes prioritised and potential resources identified.

· The Shire Group of IDBs is working with the Coal Authority to develop Water Level Management Strategies for the Doncaster East IDBs and the Danvm Drainage Commissioners. The resulting strategies will form base inputs into the Barnsley and Doncaster LFRMSs and provide a forward plan for the IDBs. Development of the strategies will provide a good opportunity for partnership working and collaboration as well as assisting with the development of future projects for Partnership Funding and securing potential funding contributions. Local stakeholders consider that the Partnership Funding approach has encouraged greater collaboration and partnership working which should improve better results in the management of water levels, drainage and flood risk. This is the only example (as far as the Evaluation Team is aware) of IDBs taking a strategic approach to the management of water level, drainage and flood risk in collaboration with other local stakeholders and may provide a good model for others to adopt.

· The Exe Estuary FCERM Strategy, Devon has recently been completed by the Environment Agency in conjunction with a Steering Group of local stakeholders including Network Rail. The Strategy and the Dawlish Warren Beach Management scheme, in particular, have triggered better coordination between the Agency and Network Rail with working groups being set up at national, regional and technical levels. The experience of seeking funding for the Dawlish scheme has also highlighted challenges with Partnership Funding in two tier authorities. Leadership via the LLFA at county level offers many advantages in terms of providing a strategic and investment overview, but the practical experience and expertise in FCERM is often at district level which can make it difficult for LLFAs to have sufficient weight and authority to approach large business and other high level funding sources for strategically important schemes. Devon County Council has not yet produced a LFRMS; having this strategy in place, supported by a prioritised and costed investment plan, should help the LLFA secure a higher profile.
Finally, RMAs and Environment Agency representatives also highlighted concerns about skills shortages and pressure on LA resources which impacts on their ability to secure Partnership Funding as well as delivering their FWMA responsibilities.
	Evaluation conclusions
There is clear evidence that working relationships have improved between RMAs as a result of Partnership Funding along with the requirements of the FWMA. Collaborative working is increasing and RMAs are working with local stakeholders to develop solutions and identify and secure funding.
There is some evidence of continued siloed working which should be addressed through increased and sustained collaborative working between all RMAs and other stakeholders to share and pool resources, transfer knowledge and develop integrated solutions that address all sources of flood risk.


Community interest and engagement
Views of stakeholders
The evaluation has sought the views of communities via representative bodies such as the National Flood Forum and directly via the scheme reviews. In addition, views have been sought regarding the level of community interest and engagement from RMA representatives who work closely with local communities.
Overall, stakeholders reported that community interest and engagement in FCERM has increased although this remains (unsurprisingly) to be strongest in areas of high/obvious flood or coastal erosion risk, or where recent events have occurred. A minority of stakeholders (RMAs, RFCC) consider that Partnership Funding has provided a real opportunity for local communities to get more involved and take greater responsibility for their own resilience. This largely relates to small-scale rural schemes that would not have been funded previously (e.g. Kempsey and Badsy Brook in Worcestershire). Community contributions are a positive sign, but again these are only likely to have much impact on very small schemes.
The downside of increased community engagement and opening up FCERM to a wider audience with the suggestion that all schemes (with a positive BCR) are eligible for Partnership Funding is the difficult issue of managing expectations. Partnership working requires the involvement of partners at an early stage, prior to the development of a robust business case. This can result in schemes being entered onto the MTP, which later do not progress once further studies and research reveal that technical issues cannot be overcome or the finalised outcomes are not as high as expected. The variable scoring threshold creates further potential for raised expectations to be unfulfilled. The challenges associated with managing expectations have been highlighted in the previous section with regards to the draft Lower Tidal River Arun Strategy and WSCC LFRMS which were consulted upon earlier this year. 
In some situations expectations have been managed positively by recognising and communicating that schemes are not sufficiently high priority to be funded by Government funding. This situation occurred in Thirsk where a scheme had been developed, but scored low in OM terms and had little prospect of achieving the external contributions required to achieve a sufficient Partnership Funding score to secure funding. This is now unlikely to be progressed with other options under consideration such as PLP. The community has been involved in Thirsk and whilst some concern has been expressed, the difficulties in developing a viable scheme have largely been accepted through good communication with the community and explanation of the various options available.
	Evaluation conclusions
Community interest and engagement has increased as a result of Partnership Funding although this varies across the country with greatest engagement in areas of high flood/coastal erosion risk of which have recently experienced severe weather events.
RMAs are faced with a real dilemma in terms of encouraging community support and contributions, but not overplaying the level of risk or chance of success with scheme development and funding. This can be managed through joint working between RMAs to ensure schemes are promoted in LFRMSs and also involving communities from an early stage to ensure they appreciate the likelihood of securing funding. However the objective of increasing awareness within an environment of competitive rationing of funds means managing expectations will be an ongoing challenge.


Cost-effectiveness and innovation
Views of stakeholders
Cost-effectiveness of schemes
The majority of RMAs have reported a greater awareness of cost effectiveness, due to partners having a greater stake in projects, which is being realised in different ways. These include changing the scheme to remove any additional elements not required for functional efficiency (Godmanchester), progressing different schemes which are more cost-effective (Southwark), value engineering (Cockermouth) and making changes to the scheme (e.g. re-siting defences with the agreement of the Port Authority to save £5m – Great Yarmouth). RMA and Environment Agency representatives have expressed concerns regarding the potential to reach a ‘default’ position of minimum resilience, but no examples have been provided of this happening yet – this should be monitored over time. 
The Pickering Slowing the Flow project provides a good example of innovation with Defra funding used to fund research into a multi-benefit demonstration project intended to restore the catchment’s flood attenuation capacity by managing land upstream and runoff. The success of the scheme is based on the commitment of the local community, individuals and organisations that have worked in partnership to bring together the complex and innovative combination of measures and contributors.
The Leeds Flood Alleviation Scheme (FAS) also provides a good example of both cost-effectiveness and innovation. The current scheme being progressed for Leeds City Centre emerged from a previous scheme which sought to deliver a 1 in 200 year event level of protection and costed in excess of £180 million.  This scheme met funding criteria at the time, but when Partnership Funding was introduced it needed to be reviewed in the light of the requirements of the new funding mechanism. Key challenges were that the main beneficiaries were residents living in flats and businesses. A new scheme was developed by the City Council in close collaboration with the Environment Agency.  This revised scheme provides a level of protection of 1 in 75 year event (required to secure insurance), includes innovative features such as inflatable weirs and protects a smaller area of the city centre.  The scheme has been costed at £47 million, included in that figure is a £13 million risk pot. Funding has been provided by the Council’s City Programme, the Regional Growth Fund, Defra’s Growth and Acceleration Fund and FCERM GiA.  The new scheme involved considerably more consultation than the original scheme through public meetings.  Interestingly few attendees raised the issue of the change from the 1 to 200 level of protection to the 1 to 75 year level of protection.  
Another issue has been highlighted in relation to cost-effectiveness concerning maintenance. Whilst the Principles document is clear regarding the inclusion of maintenance for whole life costs, there is a varied understanding (amongst RMAs) of the degree to which maintenance should be included, the potential use of maintenance being used as in kind contributions and if it is used as an in kind contribution, the possibility of this being double-counted as a cost effectiveness improvement. This issue was discussed in relation to the varied funding formula for maintenance in Section 3. It is suggested that clear and unambiguous advice is provided to ensure that accommodation is made for maintenance to avoid future capital investment being required to redress this shortcoming.
	Evaluation conclusions
The involvement of additional partners in the scheme development process, particularly those that are investing resources, is leading to a greater awareness of cost-effectiveness. Capacity building should maximise sharing of good practice examples of innovation and cost-effectiveness to encourage the transfer of knowledge and experience.
There is a clear lack of consistent understanding regarding the treatment of maintenance in the development of Partnership Funding bids which could lead to insufficient resources being set aside. Clear and unambiguous advice should be provided by the Environment Agency regarding whole life costs, resourcing of maintenance and the reasons behind the differential treatment of contributions for maintenance in the funding formulae for the Environment Agency and other RMAs.


[bookmark: _Toc379968094]5.3 Increase levels of transparency and certainty
4.3.1 Views from stakeholders
The requirement to top up project scores to above 100% in programme bids, in an attempt to compete for a place in the national programme has been highlighted as a concern by RFCC Chairs, RMAs and the Environment Agency. If an RFCC or partners top up above the threshold score, in a year where there turns out to have been less competition, they are left paying over the odds to deliver a scheme and have, in effect, cross subsidised schemes with lower scores given the go ahead elsewhere.  If an RFCC or partners bid too low, their projects are squeezed out of the national programme with long term consequences for the continuity, efficiency and commitment to investment in an area.
The allocations process is considered by the majority of RMAs to be less transparent than with the previous regime; in fact at one RMA workshop the question ‘What is the allocation process and who actually makes the decisions?’ was asked. This relates to the issue identified in Section 4 regarding the application of local priorities by RFCC. 
RFCCs consider that decision making is improving and members ‘think regionally’ with no calls from LAs to reduce Local Levy even where they are making contributions to projects in addition to Levy contributions. However, RMAs have raised some concerns particularly in relation to representation on RFCCs. It is understood that each RFCC will include a community member, but a specific issue has been raised by coastal districts regarding their lack of direct representation on RFCCs. RMAs also consider that there should be LLFA representation on Environment Agency groups in relation to the project appraisal process.
	Evaluation conclusions
Overall there is a need for clearer transparency in decision making. This covers the changing annual score threshold (which may be easier to manage with a longer term settlement and hopefully MTP) and the fact that the score is not the only decision making factor – local priorities, politics and deliverability are taken into account as are the Environment Agency’s Spending Review principles and the way that decisions are conveyed. For example, no reasons are provided for deferred decisions and RMAs are often first made aware of schemes being included on the MTP when it is published. There is a need for unambiguous and transparent communication concerning allocations and decision-making.
We consider that coastal RFCCs should allow representation from coastal districts either on an individual or representative basis and that the Project Assurance Board and the Large Project Review Group should include at least one LLFA representative.


[bookmark: _Toc379968095]5.4 Prioritise action for those most at risk and least able to protect or insure themselves
Interestingly, this objective was only highlighted by a minority of stakeholders (RMAs, Environment Agency and the RFCC) who expressed concern regarding the lack of focus on deprived communities, which is further exacerbated by difficulties in securing external funding in such areas. However, no specific evidence has been provided and the data reviewed is inconclusive. As such, it is suggested that this area is monitored and assessed in the Policy Implementation Review in 2017.

[bookmark: _Toc379968096]6.	Future monitoring and evaluation framework
This evaluation has been undertaken at an early stage in the implementation of Partnership Funding, which has affected the ability to provide substantiated evidence regarding a number of issues and concerns highlighted. Defra and the Environment Agency are keen to track the impact of the policy over time to understand the degree to which it is meeting objectives and to be aware of any challenges that are being encountered. This section provides a suggested approach for the future monitoring and evaluation of the Partnership Funding policy.
[bookmark: _Toc379968097]6.1 What does the future monitoring and evaluation need to cover?
The key issues that need to be monitored over time have been determined by the policy objectives; that is, what it is trying to achieve and also by some of the concerns identified through the evaluation that are not substantiated by data. It is not possible to say whether these concerns are unfounded or simply have not been realised to date due to the early stage of implementation.
The elements that need to be monitored to enable continued assessment of the impact of Partnership Funding are:
· Tracking the pipeline of schemes from initial development to allocations and then spend – it is difficult to identify the stage of schemes in the current MTP and whether these are definitely going ahead or not. Similarly, the current method of reporting by the Environment Agency and Defra concerns in-year spend covering continuation projects (i.e. multi-year projects that were allocated initial funding in previous years), emergency health and safety projects and new Partnership Funding supported projects. It is of fundamental importance that the MTP is clear regarding the stage at which schemes have achieved a successful business case and funding has been committed as this is also the stage at which firm Partnership Funding agreements have been agreed and external funding contributions secured. It is understood that this is Gateway 1, but the quantitative analysis revealed substantial data gaps with regards to the Gateway 1 step. Because of this the analysis was undertaken for Year 1 when reserved funding is allocated, but this is a fairly early stage meaning that not all schemes will definitely proceed and may not have PARs hence the low population of OM data.  Maintaining a better overview of the pipeline, as well as spend will provide an early warning concerning any difficulties for specific communities, types of schemes etc in assembling schemes and bids for funding. The introduction of a multi-year MTP should assist with this.
· Provision of a baseline – this project has provided a baseline, in terms of reserved funding, but as identified above, the position at Gateway 1 would provide a more robust overview. If the Environment Agency has sufficient Gateway 1 data in other databases, such as the Project Performance Management Tool (PPMT), then this should be used to re-run the quantitative analysis exercise in order to provide a robust baseline. 

· Identifying the source of external funding contributions – the Environment Agency’s MTP records external funding against three categories: RFCC Local Levy, public and private. PARs generally provide more detail, but still include broad categories such as LA or community. It is important that Defra, and others, are aware of the source of LA funding i.e. whether this is from reserves, borrowing, FWMA funding, redistribution between services etc to assess the degree to which the current level of resources being committed by LAs is sustainable. Similarly s.106 and CIL contributions may be categorised as LA (public) funding) but should be classified as private.  Ideally the source of external contributions should be captured at the business case development stage; that is, what should be secured and spent; for in-year spend (in accordance with other publicly reported FCERM spend and investment data) and on completion of schemes to identify exactly what has been spent. The business case information should be obtainable from PARs. We are aware that the Environment Agency is keen to avoid imposing any additional reporting burden at the PAR process, but requiring a more explicit identification of sources should not require much additional work. For non-Environment Agency led schemes, processes for monitoring in-year and final project spend are more challenging and it is suggested that discussions are held between the Environment Agency and the LGA Flood Risk Management Practitioners Group to identify an appropriate route. 

· Understanding of whether schemes are being supported in areas of high deprivation – the evaluation has not reached a firm conclusion as to whether the policy is targeting, or is likely to target communities at high deprivation. This is due to a lack of data in the Environment Agency’s MTP (which could be accounted for by the early stage at which the schemes are included) and a lack of strong evidence from the user experience analysis. This area should be kept under review.

· Identifying the degree to which coastal schemes are still progressing through the pipeline – the evaluation has highlighted substantial concerns reported by coastal communities regarding their ability to secure Partnership Funding due to a number of issues. From the quantitative analysis, there is no evidence that coastal projects are not being supported, but this requires close ongoing monitoring and review.

· Ensuring that Partnership Funding is supporting a balance between capital investment and ongoing maintenance – maintenance issues have been identified as a concern with potential problems being stored up for the future. This has not been substantiated through the evaluation, but should be kept under review through the PAR process.

· Assessing value for Money of the programme and process – from the analysis of the data, there is no clear evidence of the policy increasing value for money; this should be monitored via the aggregate programme Net Present Value. Cumulative benefits for the programme (OM1) in 2013/14 are significantly lower than previous years and should be kept under review. 

· Understanding the degree to which integrated local approaches are being developed – several examples have been provided where LFRMSs are being developed separately from Environment Agency processes, and in many instances LFRMSs and investment strategies are yet to be developed. An integrated approach at the local level will assist in managing community expectations, with securing external contributions and in providing a strategic approach to the management of local flood and coastal erosion risk. This area should be kept under review with the LGA and RFCCs, and supported via ongoing capacity building led by the Environment Agency.

· Whilst the policy objectives do not state an explicit requirement for a balance of funding across urban and rural schemes, it is important that concerns from rural communities can be investigated through ongoing monitoring of schemes. It is suggested that the MTP should identify whether schemes are urban, semi-rural or rural using the national Rural-Urban classification[footnoteRef:16]. The classification should be undertaken by the Environment Agency rather than bidding RMAs to ensure consistency. [16:  https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/239477/RUC11methodologypaperaug_28_Aug.pdf] 

[bookmark: _Toc379968098]6.2 Suggested monitoring and evaluation approaches 
Four suggestions are provided for monitoring and evaluation to provide the intelligence to inform the requirements identified in the preceding section.
· Improve population of the MTP and add in some additional coding; this should not require additional information from RMAs, but some internal coding undertaken by the Environment Agency.
· Identify and agree additional data that needs to be collected e.g. source of contributions. Appendix 9 provides a summary of additional data that should be collected to inform future reviews.
· Continued mentoring and review should be undertaken in relation to key areas of concern raised through this evaluation, specifically:
· the targeting of households in deprived areas
· the ability of coastal communities to assemble workable schemes and secure funding
· community influence over schemes put forward for Partnership Funding
· value for money at the Programme level
· the degree to which schemes with low OMs/high external contributions are being funded in preference to schemes with high OMs/low external funding. 
· A further full Policy Implementation Review should be undertaken in 2017.

7. [bookmark: _Toc379968099]Suggestions for improvement 
This Section provides a summary of suggestions for improvement in terms of guidance and processes. Our firm recommendation regarding the funding policy design and funding formula is that these remain as they are due to the early stage in the policy’s implementation and because concerns regarding potentially disadvantageous outcomes for specific communities cannot be substantiated through quantitative evidence. However we recommend that ongoing monitoring is undertake to assess concerns highlighted throughout this evaluation and that a full Policy Implementation Review is undertaken in 2017. Future requirements in terms of data and monitoring have been covered in Section 6 with detailed data issues addressed in Appendix 9.
The scope of this project specifically covered an evaluation of the policy itself. The suggestions in this section have not been investigated in detail with the parties that may lead on these issues or any timescales explored. These would be subject to a separate assessment if appropriate. It is possible that some of these suggestions are already being carried out and that there is a gap or lag in awareness between different parties. Suggestions for improvement are taken from the previous sections and categorised against the organisation that should take responsibility for considering and potentially implementing these suggestions.
[bookmark: _Toc379968100]7.1 Communication
Defra
· Defra should work with other government departments and national infrastructure organisations to raise awareness of the Partnership Funding policy and highlight their responsibility for their own resilience.
Environment Agency
· The differential treatment of maintenance in the funding formula for the Environment Agency and other RMAs is appropriate, but a clear explanation should be provided as to why they differ to assure stakeholders that the Environment Agency is not being given preferential treatment.

· The Environment Agency should widely publicise the likely score threshold for schemes to enter the MTP based on an understanding of existing commitments and large schemes coming forward.

· RMAs should be provided with clear explanations for deferred schemes.

· The Environment Agency (and RFCCS) should manage and communicate the timing of support for very large schemes to ensure that other RMAs pursuing funding are not disadvantaged.

· The Environment Agency (and RFCCs) needs to manage the forward pipeline of schemes coming forward by maintaining an awareness of continuation projects and large projects coming forward in any one year. This knowledge should be used in communicating with RMAs regarding the development of bids to avoid raising expectations that cannot be met. 

· There is a need for unambiguous and transparent communication by the Environment Agency (and RFCCs) concerning allocations and decision-making.
RFCCs
· Local priorities should be better communicated to avoid allegations of ‘black box’ decision making.
RMAs
· RMAs should highlight the benefits of exist assets that require replacement and the dis-benefits should these fail to potential funding partners. 
[bookmark: _Toc379968101]7.2 Guidance
Environment Agency
· There is a clear confusion amongst RMAs between project appraisal and Partnership Funding requirements and priorities, which should be addressed through improved guidance and communication. 

· Consistent advice must be provided to RMAs concerning the application process and responses to queries should be provided within a reasonable amount of time.

· Where new issues are encountered that may be experienced elsewhere and when queries are raised repeatedly on the same issue, the Environment Agency should respond to these issues on its website providing a useful e-learning resource as well as ensuring consistency of advice. 

· The Environment Agency (in conjunction with Defra and the LGA) should provide further advice to RMAs concerning the potential application of the Coastal Protection Act and the use of Council Tax increases as external funding sources.

· Additional guidance should be provided concerning the management of very large schemes in terms of phasing and using different proportions of GiA and external contributions over the project’s lifetime.

· The two stage process that is already built into the MTP should be clarified as should the status of individual schemes in order to ensure consistent interpretation of the MTP, manage expectations and enable better tracking of the pipeline.

· Guidance should be provided concerning issues that may prevent the private sector from contributing such as State Aid, VAT and Corporation Tax. Inv

· Clear and unambiguous advice should be provided by the Environment Agency regarding whole life costs, resourcing of maintenance and the reasons behind the differential treatment of contributions for maintenance in the funding formulae for the Environment Agency and other RMAs.
[bookmark: _Toc379968102]7.3 Capacity building
Environment Agency
· Capacity building regarding the processes that must be followed to secure Partnership Funding should continue with an emphasis on lessons learned. RMAs that have been through the process are in a position to share valuable experiences with those who are embarking on the process.

· The provision of documents such as template funding agreements should continue.

· If the proposal developed by North Yorkshire County Council for packaging up small schemes is progressed, its outcomes and lessons learned should be widely disseminated potentially providing a model for others to adopt.

· Examples of good practice of successful negotiations with the private sector should be disseminated to RMAs. E

· Capacity building should maximise sharing of good practice examples of innovation and cost-effectiveness to encourage the transfer of knowledge and experience.

· Continued capacity building is required to assist RMAs in applying for and securing ‘less obvious’ sources of funding; sharing experience between RMAs will also be beneficial particularly where RMAs have been successful in obtaining contributions from other sources.
[bookmark: _Toc379968103]7.4 Partnership working
Environment Agency
· A longer term approach to allocating funding, such as a multi-year MTP could help concerns regarding certainty of funding decisions,  alignment with other funding streams and overall timing of submissions and securing contributions.

· The Project Assurance Board and the Large Project Review Group should include at least one LLFA representative.
RFCCs
· RFCCs should use their local knowledge to require contributions from some schemes which are entitled to 100% GiA on the basis of OM scores where they consider that securing contributions should be easily achieved.

· RFCCs should review schemes with an understanding of the potential for schemes with lower OM scores that can secure external funding to score more highly than those with less external funding but higher OM scores (but not to the level where they could be entitled for 100% GiA) and take this into account in their decision-making.

· Coastal RFCCs should allow representation from coastal districts either on an individual or representative basis.
All RMAs
· RMAs should approach partners at an earlier stage, when there is a recognised need to address evident risk, rather than presenting a prepared scheme and then asking for contributions. 

· RMAs should ensure that they can adequately resource maintenance costs and have the revenue funding available to deliver schemes being put forward for funding.

· There is a need for increased, sustained and continual collaborative working between all RMAs and other stakeholders to share and pool resources, transfer knowledge and develop integrated solutions that address all sources of flood risk.

· The management of community expectations can be assisted by improved collaborative working between RMAs ensuring that schemes are promoted in LFRMSs. 

Local authorities
· Pooling funding and accessing Local Levy could help fund the upfront costs associated with partnership working which are not funded by other sources.

· Opportunities to secure private sector contributions via s.106 and should be maximised by LLFAs working closely with LPAs to require developer contributions from any proposed development that will benefit from planned FCERM schemes., corporation tax and VAT.


	
[bookmark: _Toc379968104]8.	Conclusions and future monitoring 
The overall aim of Partnership Funding is to better protect more communities, deliver more benefits and help avoid deprivation caused by flooding and coastal erosion. The policy has been embraced positively by RMAs and communities across the country and it should achieve its overall objective of protecting more communities and delivering more benefits. External funding contributions increased significantly in 2012/13 and 2013/14 which can be partly attributed to the policy as well as wider changes in the policy and institutional context. 
Whilst concerns have been expressed by urban, rural and coastal communities that Partnership Funding may hinder their ability to manage flood and coastal erosion risk, we have not identified any clear evidence that this is occurring. As a result, we recommend that the funding formula remains as it is, but that specific issues, such as the ability of RMAs to secure contributions for coastal erosion schemes, should be kept under review. There are a number of issues related to the processes involved in securing Partnership Funding that are causing concern and could have the potential to hinder the achievement of the policy’s objectives. The majority of concerns can be addressed through improved communication and guidance, but a key suggested change is for the development of a multi-year MTP, rather than the current annualised process to improve certainty, transparency and assist with forward planning.
Encourage total investment to increase beyond levels affordable to central government alone
There has been a significant increase in external funding contributions in 2013/14, however, more than 50% of the external funding contributions identified are sourced from the public sector; this situation may not be sustainable in the long term. Private sector contributions are largely being secured where private companies recognise a real benefit to themselves; but difficulties are clearly being identified where there are large numbers of smaller beneficiaries. Further guidance is required from the Environment Agency and Defra to help RFCCs and RMAs to maximise funding from multiple beneficiaries. Some schemes can still achieve 100% funding from Government as they provide very large benefits. We suggest that this should continue to maintain the pipeline of schemes going ahead, but that full Government funding should be promoted as the exception to the norm. It is possible that some Government funding is being invested which could have been provided by external sources. RFCCs need to carefully manage the situation and have the power to require contributions from some schemes that are eligible for 100% GiA.
Enable more local choice and encourage innovative, cost-effective options to come forward in which civil society may play a greater role
It is clear that the FCERM community has embraced the policy positively with improved working relationships between RMAs at all levels being regularly cited by stakeholders. It is essential that the Environment Agency and LAs, in particular, work collaboratively and with an awareness of each others’ priorities to ensure a holistic programme of strategic flood and coastal erosion risk. LFRMSs have an important role to play in bringing together various agendas at the local level. There is some evidence of increased community influence, with a number of community led schemes supported by local contributions across the country; these tend to relate to small, rural schemes that probably would not have been funded previously. Working in partnership involves time and resources, and new skills are required; a number of RMAs are struggling to resource these requirements. Working collaboratively, pooling resources and expertise and maximising economies of scale should help address this challenge. Examples have been provided of approaches being taken to increase the cost-effectiveness of individual projects and of innovative projects and approaches such as the North Yorkshire County Council proposal for packaging up small schemes and the first IDB water level management strategies being developed on a collaborative basis to help with future Partnership Funding schemes. 
Increase levels of certainty and transparency over the national funding for individual projects whilst prioritising action for those most at risk and least able to protect or insure themselves
Partnership Funding has widened the potential ‘audience’ for FCERM with LAs leading more schemes than the Environment Agency in the current MTP. This approach has implications for certainty and the management of community expectations, which has been exacerbated by the very early stage at which schemes are included on the MTP and the changing annual score threshold at which schemes are allocated funding in any one year. A multi-year MTP and clearer identification in the MTP of schemes that have a sound business case should help to some degree. The transparency of the process needs to be improved by RFCCs and the Environment Agency providing clearer guidance and feedback on the prioritisation process. The Partnership Funding formula weights benefits in favour of deprived areas and the policy is explicitly intended to target those least able to protect or insure themselves; however, the evaluation findings are equivocal on this matter. The data does not identify an increased focus on deprived communities and discussion with stakeholders did not reveal any success stories in relation to targeting such communities. 
Future Monitoring
A monitoring and evaluation framework is set out in section 7. The framework will ensure that future progress can be tracked in relation to the achievement of the policy’s aim and objectives and address the data gaps highlighted during this evaluation. It recommends:
· Ongoing monitoring to assess the degree to which concerns highlighted as part of the evaluation are being realised. These comprise: the targeting of households in deprived areas; the ability of coastal communities to assemble workable schemes and secure funding; community influence; value for money; and the potential to favour schemes with low OMs and high external contributions.

· A full Policy Implementation Review in 2017, in accordance with Defra’s usual evaluation procedures. 
[bookmark: _Toc379968105]
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