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Executive Summary

This report critically examines the application of the Better Business Case Green Book
model by practitioners when seeking to secure past place-based economic development
funding. The business case framework is used to appraise and manage the development
of an intervention, as set out the with the HM Treasury’s Green Book guidance (HM
Treasury, 2022). A business case brings together and summarises the results of all
necessary research and analysis required to support decision-making in a transparent
manner (Pugh, 2024b).

This report systematically reviews and analysis evidence within 134 business cases
developed by sub-national institutions submitted to 3 place-based economic
development funds. Drawing on HM Treasury’s Green Book guidance, the report
evaluates the quality of business case construction and appraisal, particularly in relation
to the development of specific, measurable, achievable, realistic, time-sensitive (SMART)
objectives, place-based value-for-money assessments, and systemic biases in funding
methodologies.

® ¢ ¢ ¢ ¢ ¢ ¢ © o o O

Key Findings:

SMART Objectives: In the bids reviewed only a small proportion of business
cases include SMART outputs (13.4%) and outcomes (2.2%), as outlined
by the Green Book appraisal guidance. Most submissions lacked
specificity, measurability, and time-bound targets. This can undermine
strategic coherence, public value for money and evaluability as well as
output definition.

Place-based appraisal: Value for money assessments generally failed to
incorporate place analysis in the business cases reviewed. This omission
risks misrepresenting or missing out on the true impact of interventions on
local and regional economies.

Geographical Bias: While London based interventions on average have a
higher benefit-cost ratio, due to the methodologies utilised, across the
place-based funding streams generally funding is more equitably
distributed. London receiving only around 3.3% of total funding, whilst
Yorkshire and the Humber received the most across the funds at 15.8%,
across all successfully funding project through the three funds reviewed in
this report.

Capacity and Capability: Sub-national institutions face significant
challenges in developing robust business cases due to limited resources,
training challenges and over-reliance on consultants. This has led to a
cycle of dependency and weakened institutional expertise.
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Process Challenges: Several process challenges are hindering the
development of high-quality place-based business cases, including;
competitive funding, lack of transparency in appraising, short-term bidding
processes and contradictions between local and national priorities.
Greater consideration needs to be taken when developing place-based
funds and modelled in similar fashion to more successful iterative and
supportive funds, such as the Towns Fund.

®@ ¢ 6 ¢ ¢ ¢ ¢ ©¢ 6 © o o0 o

Recommendations

To develop a more coherent and supportive ecosystem for place-based funding, that can
better support inclusive and sustainable local economic development, the following
recommendations should be considered:

Central Government
1. Enhance place-based capacity and capability

a. Accessible training: Central government needs to reform public sector Better
Business Case training to improve its quality and accessibility. Central
government and/or an arm’s length body, with support from HM Treasury, should
provide training for sub-national government officers, boosting participation in
training and better aligning cases with Green Book principles. Increased
accessibility to training should led to improvements in developing business cases
and enhancing appraiser skills.

b. Regional support hubs: Regional centres of excellence ortechnical support hubs,
should be established bringing together appraisal experts to offer advice and
guidance to those who do not do business cases on a regular basis. These centres
or hubs should offer practical support through tailored services and expertise on
developing robust strategic and economic cases, significantly improving
capability and capacity in place.

c. Transparent modelling: Modelling methodologies, evidence and assumptions in
relation to value for money assessments should be transparently disclosed to the
wider public within business cases. Making economic models transparent will
foster greater transparency and improving capabilities, as users strengthen their
assessments by learning from the methodologies applied in the modelling of
similar initiatives.

d. Review of Business Cases: HM Treasury should routinely review businesses cases
to assessimprovementsin quality in regard to alignment with the Green Book. This
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ongoingreview would provide insights into effectiveness and help refine guidance,
ensuring future business cases are more robust and fit for purpose.

2. Place-based Business Cases

a.

Align with economic development plans: Business cases for place-based funding
should be alighed with regional and/or local economic development plans. By
aligning business cases with local economic development plans it will enable
sub-national officers to develop place-based business cases to meet the specific
need of their locality, rather than attempting to interpret broad central government
objectives.

Place-based appraisal in value for money assessments: Place analysis, in the
place-based business case value for money assessments, should be a mandatory
consideration to prevent the over estimation of the impact of initiatives on place.
To support this, clear guidance should be developed on the use of place-based
analysis. This includes examples of application to help officers better understand
where and when place analysisis applicable and the appropriate metrics to apply.

3. Place Based Funds

a.

C.

Application process: The Towns Fund and Pride in Place Fund, offer a more
supportive application process through place-based specific strategies, co-
development with MHCLG, extended timelines, allocative funding, and
proportionate use of business cases, creating a more effective and inclusive
environment for local economic development. The learnings from the application
processes for these funds should be taken forward in future place-based funds.

Competitive funding: Competitive funding at a place-based level should also be
used when there is a clear need (as set out in the Green Book). Competitive
funding is too resource intensive for combined and local authorities that may not
ultimately win funding. Allocative funding should be the preferred model of
funding, where funding is distributed based on clear justification of need through
a robust business case.

Short-termism: Short bidding windows are difficult to deliver for place-based
funding which tends to be complex and need collaboration. Phased and co-
created approaches to funding should be adopted, allowing time for stakeholder
engagement and iterative development. Feedback loops should be embedded
into the different stages of business case development process, providing greater
opportunity for sub-national officer to improve their bids based on expert
guidance.

. Publishfund business cases: Alongside fund proposals government departments

should also be publishing the full business case for new funds. Publishing the
business case for the fund would remove the opaqueness around the
government’s objectives, required outputs and outcomes and allowing officersin
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place-based institutions to develop robust SMART outputs and outcomes that
better meet the objectives of central government.

Clarity on the use of business cases: Greater clarity and guidance is required to
demonstrate when the business case framework for bid application to funds is
appropriate. Departments need clear guidance on when the business case
methodology is appropriate dependent on the size and scale of the fund. This
includes detail as to when it is appropriate to ask for an outline or full business
case.

Subnational Government

1. Investmentin training

a.

Better Business Case training: Local and combined authorities should allocate
budget and time for staff to complete Better Business Case training. Where
funding is a constraint, seeking partnerships with a wider stakeholder network
can help in subsidise costs.

2. Engagement

a.

Engage in dialogue with central government: In England, combined and strategic
Authorities should join the Green Book User Group, to engage central government
on the challenges that users face at a sub-national level. Joining the Green Book
Group would provide users outside of central government with an outlet to more
effectively advise on the business case process and wider Green Book guidance.

Business Case Networks: Local and combined authorities should advocate for
the establishment of Business Case networks or peer learning groups. These
could be formed as regional networks, where practitioners, appraisal experts and
technical experts link together to share appraisal methodologies, lessons learnt
and discuss challenges. These networks as a result could led to growing capacity
and capabilities at a sub-national governance level.

3. Evaluation

a.

Evaluating initiatives: Sub-national institutions need to ensure that they are
appropriately and proportionately evaluating their place-based economic
development initiatives. Sub-national institutions need to embed the cost of
evaluations into business cases for initiatives and the resulting funding allocated.
This will build a stronger evidence base of what works in place-based economic
development, leading to better informed, evidence based future initiatives.

Delivered by 6
ESRC, AHRC LPIP
and Innovate UK HUB



Introduction

This review is part of a programme of work produced by the Local Policy Innovation
Partnership (LPIP) Hub team in City-REDI at the University of Birmingham. The report
offers a review of the state-of-play on the development of business cases for place-
based economic development funds, as part of the Inclusive and Sustainable Local
Economic Performance theme, as determined by the UKRI.

This report critically examines how business cases are constructed, appraised and
utilised by sub-national institutions to address economic local economic development
needs. This report explores the utilisation of the business case framework as defined by
HM Treasury’s Green Book Guidance (HM Treasury, 2022). The report interrogates
whether current practices specifically align with the principles of SMART objective-
setting, place-based appraisal, and equitable value-for-money assessments. It also
investigates whether systemic biases exist within the Green Book methodology that
disadvantage certain regions, particularly outside London and the South East. The report
does not make a judgement on whether the business cases reviewed were appropriate
or fundable; rather it examines some of the detailed elements of business case guidance
and how they are applied.

Through document analysis of publicly available business cases submitted to major
funding programmes, this review identifies key challenges and opportunities for
improving the strategic and economic dimensions of business case development. It
highlights the capacity and capability constraints faced by local policymakers, the role of
consultants, and the implications of opaque appraisal processes. It raises critical
questions about the design and delivery of funding programmes and calls for greater
transparency, training, and alignment between national guidance and local realities.

Finally, offering some concluding recommendations to central government policymakers
around improving the business case process for funds aimed at improving place-based
economic development.

Key Questions

This report seeks to answer the following questions:

1. Towhatextentdo place-based business cases demonstrate SMART objectives
aligned with local economic needs?

2. How effectively do business cases incorporate place-based appraisal in their
value for money assessments?

3. Is Green Book business case methodology systematically geographically
bias?

Definitions

Within the Green Book Business Case and wider place-based fund ecosystem there are
often phrases and jargon that are commonly used, however, there is often no agreed
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upon definition for much of this terminology. Therefore, to prevent confusion the key

terminology within this evidence review is defined in Table 1.

Table 1: Definitions
Business Case (s)

The Green Book

Place-based
economic
development
funds

SMART outputs
and outcomes

A business case is a framework used to appraise and manage the
development of an intervention, as set out the with the HM Treasury’s
Green Book guidance (HM Treasury, 2022). A business case brings
together and summarises the results of all necessary research and
analysis required to support decision-making in a transparent manner
(Pugh, 2024.b).

The Green Book is guidance issued by HM Treasury on how to appraise
policies, initiatives, projects and programmes through the business case
model (HM Treasury, 2022).

The term ‘place’ is rich in meaning and often what ‘place’ means and to
whom can be highly contested (What Works Scotland, n.d.).

In this paper we refer to ‘place-based’ on three core components:
location, locale and sense of place. ‘Location’ refers to a physically
defined geographical area (e.g. local authority); ‘Locale’ refers to the
material setting which influences social networks between people; and
‘sense of place’ is how people perceive place within a given area
(Cresswell, 2009; Baker, 2022).

Place-based economic development funds, are funds which aim to make
investments with the intention to yield a positive local impact, focused on
addressing the needs of a specific place with regards to economic
development needs (The Good Economy, n.d.). The funds are usually
focused on a physically defined geographical location (e.g. local authority
or town). Example funds include the Levelling Up Fund and the UK Shared
Prosperity Fund.

Clear objectives are vital for demonstrating that an intervention was
successful. A lack of clear objectives negates effective appraisal,
planning, monitoring and evaluation. Therefore, all objectives must be
SMART:

e Specific: To be specific, outputs and outcomes should
specifically describe the result that is desired in a detailed,
focused and well-defined manner (CMI, 2011).

e Measurable: Measurability of outputs and outcomes is
highly important. The ability to track and record outputs and
outcomes provides evidence to stakeholders as to whether
they have been achieved (CMlI, 2011).

e Achievable: The outputs and outcomes need to be
achievable. This means that they are measurable, there is
evidence that similar outputs and outcomes have been
achieved, that resources are available, and limitations have
been assessed (CMI, 2011).

e Realistic: The resources and expertise must be accessible.
For instance, funding goals have to be feasible or staff
managing the project need to have the appropriate expertise
to execute delivery (CMI, 2011).
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e Timely: A deadline has to be set by which the outputs and
outcomes will be completed. This ensures measurability. It
also guarantees accountability and focuses stakeholders to
achieve the commitments they have agreed to (CMI, 2011).

RENGMel A 1iM The benefit cost ratio is a ratio of the present value of benefits

comparative to the present value of costs. Essentially it provides a

measure of the benefits relative to costs (HM Treasury, 2022).

Background and policy context

This section sets out the background and policy context surrounding local economic
development funds. It outlines the context in which sub-national governments are
applying for economic development funding from central and national governments.

Economic inequalities in the UK

It is well documented within the literature that the UK is one of the most unequal
economies in the industrialised world (NAO, 2021.a; McCann, 2019; McCann, 2024;
Moretti, 2024; Agrawal and Phillips, 2020; Patias et.al, 2021; Dorling, 2015; DLUHC, 2022;
Zymek and Jones, 2020). As intra and inter regional disparities have grown substantially
in the UK since the 1980s (Pugh, 2024a; Tilley et.al, 2023; Wolf and Roses, 2018). These
disparities have become embedded within the UK economy, especially between the
Greater South East versus the rest of the UK (Pugh, 2024a; Stanbury et.al, 2023.3;
Stanbury et.al, 2023.b; Carrascal-Incera et.al, 2020; Harris and Moffat, 2022; Martin
et.al, 2021). When measured across a broad range of indicators, the UK is more inter-
regionally unbalanced than most OECD countries (McCann, 2019; McCann, 2024).

Place-based economic development funds in the England

As a result of these growing economic disparities, there have been several programmes,
policies agenda, funding streams and institutions, developed to tackle these place-
based economic disparities (Pugh, 2024a; Frensham et.al, 2022; Norris and Adam, 2017;
Diamond et.al, 2023a, McKee et.al, 2023). Since 1992, there have been 52 local
economic development-based programmes and policies, shown in Figure 1 (Pugh,
2024a). Local economic development policies, programmes, institutions and funds, are
routinely recycled in and out of existence, resulting in constant churn and short-termism
(Pugh, 2024a; Frensham et.al, 2022; Norris and Adam, 2017; Diamond et.al, 2023a;
McKee et.al, 2023).
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Figure 1: England Place-Based Economic Development policies and programmes 1980
to 2024

Structure plans (from 1968) |
Assisted Areas (from 1972)
City Challenge
Single Regeneration Budget
New Deal for Communities
Community Strategies
Neighbourhood Renewal Fund
Neighbourhood Management...
Housing Market Renewal...
Comprehensive Performance...
Local Authority Business...
Core Strategies
Local Development Plans
Regional Spatial strategy
Regional Economic Strategies
Local Area Agreements
City Strategy
Local Enterprise Growth...
Combined Authorities
Comprehensive Area...
Future Jobs Fund
Total Place

M
| E—
= e =]
[
I
Regional Growth Fund
Neighbourhood Community...
Growing Places Fund
Whole-place community... —
City Deals
Enterprise Zones
Troubled/Supporting Families...
Coastal Communities Fund
Business Rates Retention
-‘_E’.E
I
|

Local Growth Fund
Devolution Deals
Local Growth Deals
Northern Powerhouse...
Midlands Engine Investment...
Local Industrial Strategies
Transforming Cities Fund
Strength in Places Fund
Future High Street Fund
Towns Fund
Getting Building Fund
Freeports
LevellingUp
Community Ownership Fund
Community Renewal Fund
UK Shared Prosperity Fund
Trailblazer Devolution Deals
Innovation Accelerators
Investment Zones
Northern Powerhouse...
Midlands Engine Investment...

Source: Pugh, 2024.a.

Business cases and place-based funds

The business case framework is used to appraise and manage the development of an
intervention, as set out the with the HM Treasury’s Green Book guidance (HM Treasury,
2022). A business case brings together and summarises the results of all necessary
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research and analysis required to support decision-making in a transparent manner
(Pugh, 2024.b). Business cases are not simply proposals to get funding, neither are they
mechanical or deterministic decision-making devices (HM Treasury, 2022). They are
designed to provide approved thinking models and methods to support the provision of
advice to clarify the public, social and economic costs and benefits, of alternative
options for the delivery of policy objectives (HM Treasury, 2022).

The business case is divided into five cases which need to be developed:

The purpose of the business case is to make a compelling case for
change. A robust case for change must demonstrate how an
intervention would be an improvement on the business-as-usual
scenario (Pugh, 2024d). The organisation must demonstrate how the
intervention will bridge the gap from business-as-usual to the
attainment of outputs. Hence it will address market failures in
business-as-usual; this is referred to as the business need (HM
Treasury, 2022). In this section the outputs and outcomes of the
intervention need to be defined and be Specific, Measurable,
Achievable, Realistic and Time-limited (SMART) (HM Treasury, 2022).

Strategic
Case

The purpose of the economic case is to identify the proposal that best
delivers public value to society, including the economic, social and
environmental effects (Pugh, 2024d). The economic case is where the
detailed option development and appraisal-based selections take
place (Pugh, 2024d). This dimension is driven by the SMART outputs,
outcomes and the business need, identified within the strategic case.

Economic
Case

The commercial case sets out the commercial strategy and
arrangements of services and assets required for the intervention

Commercial (Pugh, 2024e). This case requires that viable procurement is

Case demonstrated (Pugh, 2024e).

The financial case demonstrates the affordability and funding of the
preferred intervention. This case requires a complete understanding of
. . the capital, revenue and whole-life costs of the scheme (Pugh, 2024e).

Financial i . . . .

Case In addition to consideration of how the anticipated deal may impact the
balance sheet, income, expenditure and pricing arrangements (if any)
of the organisation (Pugh, 2024e).

The purpose of the management case is to demonstrate the practical
and robust arrangements in place for the successful delivery,
monitoring and evaluation of the scheme (Pugh, 2024e). The

Management . . .

Case management case provides details and evidence as to how the scheme

will be managed in accordance with best practice (Pugh, 2024e). In this
case the monitoring and evaluation framework for evaluate purposes
also needs to be outlined.
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It should be noted that each of the cases feed into each other: whilst the commercial
case may be based around the findings in the strategic and economic case, risks from
the commercial case, may also feed back to the strategic and economic cases. None of
the cases stand alone they all inform each other in an iterative process of developing an
intervention proposal into a mature business case (HM Treasury, 2022).

In relation to place-based economic development funds business cases are often the
process through which sub-national institutions must apply for funds. Some of the
largest economic development funds, such as the Levelling Up Fund, have involved the
development of business cases within the bidding process for place-based funds. Since
2010 there has been several competitive and allocative place-based economic
development funds, leading to increasing engagement with the business case process.

Challenges with business case development

Queries have been raised around the suitability and robustness of the business case
proposal process for securing place-based funds. Historically, previous reviews of the
Green Book, which set out the business case framework, has found that those developing
proposals were failing to develop fully formed business cases (HM Treasury, 2020). In
particular, the strategic and economic cases within bids have been highly criticised. It
was found that the strategic case was not fully demonstrating SMART outputs and
outcomes effectively. As a result, this was impacting the robustness of the value for
money assessment appraised within the economic case (HM Treasury, 2020).
Furthermore, in the most recent Green Book review, it was found that those developing
business cases were failing to consider ‘place’ within their business cases (HM Treasury,
2025), further feeding into weak strategic and economic cases.

In addition to this there have been criticisms for the users of the business case model
and wider Green Book guidance. The main criticisms include:

1. Overemphasis There is a perception amongst bidders that funding bids are
on Cost Benefit  often ranked purely on their BCR (HM Treasury, 2020). The idea
Analysis that the BCR is deciding factor in business case bids securing

funding, has led to a greater focus on the economic case. The
hyperfocus on the economic case has resulted in other cases
being comparatively weaker, as greater time and resource has
gone into this case. Additionally, the use of BCR methodologies
can be an issue where projects are complex, spanning multiple
different sectors (Brown, 2023).

2. Biasesinthe The supplementary guidance which accompanies the Green
economic Book provides guidance on appraising the economic benefits of
modelling of the a project/programme. However, place-based bidders for funds
benefits of often argue that the supplementary guidance is biased (Groom,
projects at a 2020). For example, often place-based economic development
place-based funds, such as the Levelling Up Fund (LUF), are aimed at
level improving capital infrastructure, yet with capital infrastructure
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usually one of the benefits calculated is land value uplift. Land
value uplift estimates the increase in land value following a
capital investment. Local leaders outside of London and the
South East have argued that this methodology is unfairly bias to
these two regions (Dancer, n.d.). This is because capital
investment in Oldham, for instance, will never have the same
land value uplift value as a project in Islington.

. Capacity and

capability
issues inthe
development of
business cases

Many bidders at a regional and local level feel that they neither
have the capacity or capability to develop business cases,
particularly following years of austerity (Pugh, 2024a). Many
regional and local stakeholders feel that they do not have the
resources to fulfil the requirements of a comprehensive
appraisal (HM Treasury, 2020). This is particularly a concern with
the more technical elements of the business case, specifically
the economic case and the value for money appraisal. As a
result, bidders are often driven to outsource business case
developmentto consultants, who may add value in the technical
aspects of the appraisal, however, this risks the creation of a
vicious circle where the use of consultants further erodes the
expertise of officials (HM Treasury, 2020). Since the aim of
private sector consultancies is to turn a profit, they may model
the economic impact of projects, but not share the
methodologies used to model economic impact. As a result, the
models are ‘black boxes’ and expertise cannot be shared and the
methodologies that sit behind them go unchecked (Breach and
Jeffery, 2020).

. Alack of

evidence
around what
works

Under-investment in rigorous post evaluation has led to a lack of
robust evidence on what works (HM Treasury, 2020). This means
that there is little evidence to enable bidders to demonstrate
how their project or programme can lead to the desired outputs
and outcomes. As well as gaps in post evaluation, there are also
knowledge gaps around what a strong business case looks like.

Poor
transparencyin
how business
cases are
appraised by
funding
departments

The Green Book Review 2020, found that there was a lack of
transparency around the appraisal of business case bids for
place-based funds (HM Treasury, 2020). Often there is a lack of
clarity around how business cases are appraised by the funding
department. This lack of information on the appraisal process
creates difficulties for bidders in understanding what they are
bidding for and what a good business case looks like. This also
leads to an undermining of the accountability of drafters,
reviewers and decision makers, as bidders cannot trust that the
process of funding has been fair (HM Treasury, 2020).

Delivered by 13
ESRC, AHRC LPIP
and Innovate UK HUB



. Challenges

around place
within business
cases

Central government departments often focus on national
objectives when assessing proposals rather than the objectives
of place (HM Treasury, 2025). Furthermore, funding is often
aimed at one project and the wider programme in which the
project exists is not taken into consideration (HM Treasury,
2025). Additionally, in the past there has also been challenges
with how people estimate place-based impacts and greater
guidance was requested in order to facilitate this (HM Treasury,
2020).

Long and
complicated
guidance

One key challenge with the Gook Book guidance for business
case appraisal is that the guidance is long and complex (HM
Treasury, 2025). The Green Book itself is over 140 pages long.
Then there is wider guidance on business case development for
projects and programmes which are both over 100 pages in
length. There are also thousands of pages of supplementary
guidance from government departments on avariety of appraisal
topics (HM Treasury, 2025). Those at a local and regional level
often do not have the time, capacity or expertise to review the full
ecosystem of Green Book guidance, especially as writing a
business case might be an infrequent responsibility.
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Methodology

This section sets out the methodological steps taken to analyse business cases that sub-
national institutions submitted to place-based economic development funds. To review
and analyse the business cases, a systematic document review of business case
documents and analysis of evidence within them was conducted (Bowen, 2009; Gross,
2018). The evidence and data contained within the documents was then interpreted to
answer the research questions set out within the introduction.

Identification of economic development funds
The first step in the review was to identify relevant place-based economic development
funds. The selection criteria were as follows:

1. Primary Objectives: The fund had to have the main overall aim of supporting
economic development in sub-national geographies in England.

2. Submission Process: Business cases had to be the process through which
bidders submitted funding bids.

3. Scale: Funds needed to exceed £1bn in total to ensure there would be a high
volume of diverse successfully funded business cases submitted to be
analysed.

4. Timeframe: The fund must have operated within the last 10 years (2015-2025),
to ensure the likelihood that businesses would be publicly available online.

Based on these criteria, three funds identified can be seen in Table 2 below.

Table 2: Competitive Local Economic Development Programmes announced since
2015

Programme Amount Description Investment themes
Levelling Up Up to £4.8bn A competitive fund whichwas  Infrastructure: Transport,
Fund (UK) between 2021-  open to largely local regeneration, and culture.

22 and 2024-25 authorities to bid for funding
to invest in local infrastructure
priorities of up to £20m.

Towns Fund Up to £3.2bn See Towns Deal and Future See Towns Deal and Future High
between 2020-  High Street Fund below. Street Fund below.
21 and 2025-26
Town Deals Up to £2.2bn 101 towns invited to develop Broadband connectivity,
(UK) from Towns Town Deals and bid for up to transport, urban regeneration,
Fund £25m or up to £50m by and skills and enterprise
exception. infrastructure.
Future High Up to £1bn 101 towns and high streets Physical infrastructure, land and
Streets Fund from Towns shortlisted to bid through a public realm, transport access
(England) Fund competitive process for and flow, change of use of
funding to regenerate town buildings, and adaption of high
centres and high streets. street in response to changing
technology.
Transforming Up to £2.45bn Competitive bidding process Transport Infrastructure.
Cities Fund between 2017-  to improve productivity

18 and 2022-23 through improvements in

(England)
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public and sustainable
transport infrastructure.

Source: NAO, 2021.a; DFT, 2021.a; DFT, 2018.a; DFT, 2018.b; DFT, 2021.b; MHCLG, 2021.a; MHCLG, n.d.; MHCLG,
2020.b; DLUHC, 2021.a; NAO, 2023; HM Treasury, 2021.

Identification of successfully funded business cases

The next step was to identify how many projects had been successfully funded through
these funds. Across the funds 502 projects were successfully funded (MHCLG, 2021.b;
DLUHC, 2021.b; DLUHC, 2023.a; DLUHC, 2023.b; MHCLG, 2021.c; DFT, 2021.c). As seen
in Figure 2, this included 271 LUF projects, 22 Transforming Cities projects, 137 Towns
Deal projects and 72 Future High Streets projects.

However, not all the successfully funded projects had publicly available business cases.
Across the 502 projects only 26.7% had business cases that were publicly available.

To effectively analyse the value for money assessments within business cases we needed
a wide range of business cases which had been successfully funded, including a diverse
range of geographies and projects. How the value for money assessments have been
analysed within this report is set out below.

Some analysis of the full list of 502 successfully funded projects across these funds has
been conducted. This analysis looks at the geographical location of successfully funded
bids to understand the biases levied at the Green Book regarding a perceived preference
to fund projects within the South East and London above other places across the UK.

Figure 2: Identification of Relevant place-based economic development business cases

‘ 3 ) Place-based economic development funds identified I

v The three funds identified were the
Levelling Up, Transforming Cities and

the Towns Fund (including Towns Deals
502 successfully funded projects were identified (502 and Future High Street Funds).

]

Across the 3 funds of those successfully funded: v
+ 271 were Levelling Up Fund projects

* 22 were Transforming Cities projects

* 137 were Towns Deal projects 134

* 72 were Future High Street projects

Publicly available business cases

Of those publicly available business cases:
* 82 were Levelling Up Fund projects
* 10 were Transforming Cities projects
* 38 were Towns Deal projects
» 4 were Future High Street projects

Review and analysis of business cases

As highlighted in the wider ‘Background and policy context’ section there are several
challenges with the application of business cases. The majority of these criticisms tend
to be focused on the development of the strategic and economic cases. In this report we
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focus on three of the main elements that are highlighted as weaknesses within the
development of business cases.

Analysis of SMART outputs and outcomes

One of the main challenges outlined within previous Green Book reviews has been poorly
defined outputs and outcomes within the strategic case of business cases when bidding
for funds from central government departments. Poorly defined outputs and outcomes
make it difficult to understand what the initiative aims to achieve and how any
achievements will be measured. As a result, it becomes challenging to understand how
the initiative will lead to a change in the business need and effectively tackle challenges
that place is facing. Therefore, the first thing to be investigated was:

SMART Outputs and Outcomes: Were outputs and outcomes within the strategic case
Specific, Measurable, Achievable, Realistic and Time-limited (SMART)? Here we
investigated whether the outputs and outcomes were considered SMART. We assessed
whether they were:

a. Specific: To be specific, outputs and outcomes should specifically describe
the result that is desired in a detailed, focused and well-defined manner (CMl,
2011).

b. Measurable: Measurability of outputs and outcomes is highly important. The
ability to track and record outputs and outcomes provides evidence to
stakeholders as to whether they have been achieved (CMI, 2011).

c. Achievable: The outputs and outcomes need to be achievable. This means
thatthey are measurable, there is evidence that similar outputs and outcomes
have been achieved, that resources are available, and limitations have been
assessed (CMl, 2011).

d. Realistic: The resources and expertise must be accessible. For instance,
funding goals have to be feasible or staff managing the project need to have
the appropriate expertise to execute delivery (CMI, 2011).

e. Timely: A deadline has to be set by which the outputs and outcomes will be
completed. This ensures measurability. It also guarantees accountability and
focuses stakeholders to achieve the commitments they have agreed to (CMl,
2011).

As these were business cases for place-based funds SMART outputs and outcomes had
to be considerate of place and clearly set out with place-based economic development
in mind - i.e. how SMART outputs and outcomes would have an impact on place. They
had to plainly set out with the place in mind how outputs and outcomes from the
preferred project or programme would impact lead to transformational economic
development within place.

Analysis of place within Value for Money Assessments

There are many challenges that sub-national officers face when developing economic
cases, as set out in the previous section. From a place perspective the main issue tends
to be theinclusion of place within the value for money assessment. Place-based analysis
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within value for money assessments concerns appraisal which is applied to a
geographical scale'. Most interventions have both positive and negative impacts in
relation to place (HCA, 2014). When appraising an intervention, it is important that both
the place-based negative and positive impacts are considered to more accurately
estimate the additional impact of an intervention, as set out in both the 2018 and 2022
Green Book guidance (HM Treasury, 2018 and HM Treasury, 2022). The consideration of
place-based appraisal analysis is particularly important for interventions that are
focused on meeting objectives within a specified geography. The main place-based
distribution analysis factors that need to be considered within a value for money
assessment for an initiative include:

Leakages

Leakages concern the proportion of outputs that benefit those
outside the intervention’s target area and/or group. In the case of
place-based interventions this is applicable when interventions
are designed to benefit groups and/or individuals living within a
particular geographical scope (HCA, 2024).

Substitution
ol o

Substitution arises when a firm substitutes an activity for a similar
one to take advantage of public sector assistance. For instance, if
a grant was introduced to encourage local employers to recruit
long-term unemployed individuals, some employers may replace
existing employees with new employees who were previously
long-term unemployed to secure the grant (HCA, 2024).

~A

Displacement is the proportion of the intervention’s outputs and
outcomes accounted for by reduced outputs and outcomes
elsewhere in the target area. This arises where the impact of an
intervention takes market share, labour, land or capital away from
pre-existing local firms and organisations. For example, an
intervention which provides business support to new start firms
may lead to other firms in the area losing market share or even
staff to the new start-up (HCA, 2024).

Displacement

The application of these place-based appraisal factors should be clearly set out within
the value for money assessments within the business cases. Failingto apply place-based
appraisal analysis, would mean that applications to place-based funds were not being
fully appraised. As the positive and negative externalities at a place-based level may not
have been taken into consideration, thus the value for money of an intervention is likely
being over-estimating.

" Place-based appraisal analysis may also be referred to as additionality appraisal.

Delivered by 18
ESRC, AHRC LPIP
and Innovate UK HUB



Biases within Value for Money Assessments

Another significant issue with business cases which is often raised by those bidding for
funding concerns issues around the biases in the economic modelling of projects at a
place-based level. As demonstrated earlier in this report, users argue that the
methodology for monetising the benefits that are expected to be generated by an
initiative are biased (Groom, 2020). One example often cited is the imbalance of land
value uplifts between London and the South East and the rest of the country and/or rural
areas vs urban areas. To understand whether there are such geographical biases we will
review both the 134 business cases and the total number of projects secured (502) to
determine whether within these place-based funds, such biases are apparent and
therefore, does the Green Book need reforming to balance these biases.

Findings

This section sets out the findings from the review of place-based business cases based
on analysis of three main questions:

1. Are the outputs and outcomes that are being developed for place-based
business cases SMART?

2. Are business cases including place-based analysis within their value for
money assessments?

3. Isthe methodology of Green Book business cases geographically biased?
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SMART Obijectives and Outcomes

Across the 134 business cases that were publicly available 67.2% had included outputs

and 57.
include
had eit
describ

5% had included outcomes. 11.9% had not included outputs and 20.9% had not
d outcomes. In some business cases, 20.9% of outputs and 21.6% of outcomes
her been redacted (not visible) or the appendices in which they had been
ed were not included in public documents. Of the business cases that were

publicly available, 13.4% (18) had SMART outputs and 2.2% (3) included SMART
outcomes (see Figure 4). 65.7% (88) of business cases analysed did not include SMART
outputs and 76.1% (102) did not include SMART outcomes.

Figure 3: Business Case inclusion of SMART Outputs and Outcomes
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The primary reasons that the outputs and outcomes set out within the business cases

did not

meet the SMART definition was:

. Specific: many business cases failed to demonstrate sufficient specificity in

defining their outputs and outcomes. The majority of outputs and outcomes were
vague, lacking detail, focus and clarity. For example, statements such as
“Improved environment for service users” were common across the business
cases reviewed. Such statements, however, do not specify what improvements
are being made, where they will occur, or how they will be achieved. These
‘objectives’ also have a considerable lack of consideration of the place-based
impact of their initiatives. The lack of specificity makes it difficult to see how the
progress towards these outputs will lead to defined outcomes, resulting in the
required change in the business need.

Without clearly defined outputs and outcomes, challenges are likely to have
arisen around the ability to evaluate effectiveness of proposed interventions,
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monitor progress, or ensure accountability. Strong business cases for securing
place-based funding should define specific place-sensitive outputs that link to
specific outcomes and demonstrate a coherent pathway to impact.

2. Measurability: The majority of outputs and outcomes were not measurable. For
example, several projects included vague outputs such as “New collaborations
and specific projects” or “other resources attracted”. These are not measurable
outputs; they lack a defined target against which progress can be assessed. Many
of the outputs and outcomes also failed to define the geographical scale of
impact, making it challenging to assess the place-based impact of interventions.

Without measurable targets, it becomes difficult to appraise and evaluate the
success of a project or programme. The absence of measurable outputs and
outcomes significantly undermines the ability to appraise the value for money of
interventions, as there are no benchmarks against which benefits can be tracked.

3. Achievability: Regarding achievability, the issue was not that bidders were setting
unrealistic goals, but rather the outputs and outcomes were not measurable.
Without defined targets it was challenging to assess whether the proposed goals
were achievable. The lack of measurable outputs and outcomes created
challenges in determining the achievability of outputs and outcomes with any
degree of confidence.

4. Realistic: Howrealistic outputs and outcomes were, tend to be determined by the
broader description of activities proposed to achieve them. In some of the
business cases, these activities were poorly described and failed to demonstrate
the necessary capabilities or resources required to deliver the stated outputs and
resulting outcomes. However, the realism of outputs and outcomes was one of
the better-developed elements across the business case submissions, with
many meeting the realistic requirement of SMART.

5. Timely: In addition to measurability, the time-bound aspect of outputs and
outcomes was one of the weakest elements when assessing outputs and
outcomes against the SMART criteria. Few business cases included time-bound
targets, significantly limiting the ability to measure progress effectively.

Without a defined timeframe, outputs and outcomes become difficult to quantify,
resulting in challenges in evaluating success or tracking delivery. Moreover, the
absence of time-bound parameters complicates the value for money appraisal,
as there is no clear period over which the impact is expected to occur.

The lack of SMART outputs and outcomes within business case submissions was not
solely attributable to bidders. In the guidance provided around the three place-based
funds reviewed in this paper, some of the guidance lacked clarity regarding expectation
for outputs and outcomes. Notably, the Transforming Cities and Future High Streets
funds did not require bidders to articulate outputs or outcomes within the strategic case
of the application. In contrast the Levelling Up Fund (LUF) and Towns Deal explicitly
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requested this information. However, none of the funds asked for the development of
SMART outputs and outcomes.

This shows a failure, in the bids reviewed, of both central government departments and
bidders to appropriately employ the Green Book Better appraisal guidance. As central
government departments failed to request the development of SMART outputs and
outcomes within the application process, and bidders failed to set out defined SMART
outputs and outcomes within their bids. This was a failure of both parties to apply the
Green Book guidance appropriately to the business case framework.

A further challenge for bidders was the lack of transparency of the overarching business
cases developed by departments for each fund. These programme-level business cases
that are required to demonstrate that the fund has been appraised and approved are not
publicly available. This lack of transparency restricts bidders’ ability to align their project-
level outputs and outcomes with the strategic objectives of the fund. Without visibility
into the fund’s intended impact and priorities, bidders are left to interpret requirements
independently, often resulting in misalignment and weakened strategic coherence.

Across the majority of bids reviewed, the quality of SMART outputs and outcomes was
found to be weak. Many of the business cases failed to demonstrate how proposed
initiatives would address the identified business need or rationale. From a place-based
perspective, outputs often lacked evidence as to how the chosen outputs would lead to
change required to address the business need and market failures. In several cases the
evidence used to justify the link between outputs and outcomes was of poor quality or
insufficiently developed.

The absence of SMART outputs and outcomes undermined the credibility of
submissions. Without specific, measurable, achievable, realistic and time-bound
outputs and outcomes, the ability to appropriately appraise value for money
assessments is unlikely and ultimately could be setting up projects to fail to deliver, as
successful delivery is not clearly set out.

Place within Value for Money assessments

This section looks at how place was factored into value for money assessments. For
funds which are aimed at economic development of place, the value for money
assessment should consider place-based appraisal analysis. As the majority of projects
have both positive and negative impacts, both of these, not just the positive, have to be
taken into consideration when appraising an intervention.

For instance, if a local authority was to seek funding for a college skills programme, not
all the benefits will be felt within the local authority as it is likely that some of the student
participants will be from other local authorities; therefore, the benefits of the skills
programme are likely to be felt in the local authority in which participants are resident,
not the local authority running the scheme. In place-based appraisal analysis this would
be called a leakage, in that some of the benefit has leaked from the target geographical
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area and into another area, so reducing the positive benefits with the local authority
conducting the initiative. This leakage would have to be considered within the value for
money assessment. This would ensure enhanced accuracy of the value for money
assessment and provide a truer depiction of the impact of the initiative within the
geographical area where the project was initiated.

Of the 134 publicly available business cases that were successfully funded within these
place-based funds, five (3.7%) of the business cases had fully redacted value for money
assessments and 23 (17.2%) had partially redacted value for money assessments. For
those for which the value for money was not redacted, in terms of leakages 41.8% had
applied this within the value for money assessment but 54.5% had not. 11.9% had
applied substitution analysis within their value for money assessment, whilst 84.3% had
not. 66.4% had applied displacement and 29.9% had not applied this place-based
appraisal analysis within their value for money assessment.

Figure 4: Application of place-based appraisal analysis within place-based business cases
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When applying place-based appraisal analysis within value for money (VfM)
assessments it is essential that bidders demonstrate consideration of each relevant
factor. This does not necessarily mean that every factor must be applied to every project.
For example, substitution effects may not be relevant to projects that do not engage
businesses in a way that would lead them to choose publicly supported initiatives over
alternatives. In such cases bidders may reasonably conclude that substitution is not
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applicable. However, where a factor is considered but not applied, clear justification and
supporting evidence should be provided.

The key principle is that each place-based appraisal factor should be assessed in relation
to the anticipated impact of the intervention. Whether applied or excluded, the rationale
must be transparent and grounded in the context of the project.

Excluding displacement, most VfM assessments for place-based interventions failed to
incorporate place-based appraisal analysis factors. The failure to appropriately apply
place-based appraisal analysis is problematic. It suggests that many assessments may
be overestimating the benefits of proposed outputs. For instance, the failure to
appropriately apply leakages will lead to impacts outside of the target area being
included within the impact assessment, leading to an overestimation of impact within
the target area.

The inconsistent application of place-based appraisal factors across business cases
presents challenges for government departments during the review process. When some
bids include these factors and others do not it becomes difficult to compare proposals
on a like-for-like basis. This inconsistency undermines the ability of departments to
accurately assess the relative value of initiatives and make informed funding decisions.

This analysis raises concerns about the level of understanding among bidders regarding
HM Treasury’s Green Book guidance. The 2003, 2018, and 2022 editions of the Green
Book clearly state that place-based appraisal must be considered when evaluating the
impact of interventions on specific locations (HM Treasury, 2003; 2018; 2022). However,
the limited application of these principles suggests that many users either do not fully
understand the guidance or are unfamiliar with its content.

This points to a broader issue of capacity and capability within sub-national government
bodies. There is a clear need for increased training and support to ensure that
policymakers are equipped to develop robust business cases that reflect the
requirements of place-based developments.

Biases within Value for Money assessment

There is a recurring perception among stakeholders involved in bidding for place-based
funds that HM Treasury’s Green Book guidance favours London and the South East. For
instance, in April of this year Andy Burnham Mayor of Greater Manchester Combined
Authority commented that “We need to see the rewriting of the Green Book to remove the
bias against the North” (Burnham, 2025). Similarly, Sir Steve Houghton, a Councillor from
Barnsley, has said “Changes to the Green Book are really, really welcome...To ask places,
small towns in the North to give economic returns at the same rate as London for public
investment has been a nonsense and still is a nonsense” (BBC, 2025).

On the surface, these concerns are valid. London consistently receives higher levels of
public expenditure. According to the Institute for Government, London had the highest
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spend per head in England at £10,835. This is £550 more than the North East and £1,231
above the England average (Pope & Hourston, 2022). However, it is important to note that
Northern Ireland and Scotland have the highest spend per head overall, though both have
relatively smaller populations than many of the England ITL1 regions (Pope and Hourston,
2022). Though this figure is based on all government spend, which is usually allocated on
a population basis - i.e. high population means a higher demand for NHS, Schools etc.
The critical question is whether this perceived bias extends to the value for money (VfM)
assessments used in place-specific funding decisions.

Analysis of the total 502 projects that were successfully funded across all these place-
based funds (not only the ones with publicly available business cases), reveals that
Yorkshire and the Humber received the highest share of funding, securing £1.6bn (15.8%
of the total funding awarded) in funding. The North West followed closely with £1.42bn
(15.4%), and the East Midlands received £1.1bn (11.6%). Historically, these are regions
which have been significantly affected by deindustrialisation, resulting pro-longed
economic decline. This can be seen in Figure 6. In contrast, London received the second-
lowest amount of funding at £303 million (3.3%). The South East secured £702 million
(7.6%). These figures suggest that, in the context of place-based economic development
funds, the North of England has received a proportionally larger share of investment.
While London and the South East may dominate overall public spending, place-based
funds appear to be more equitably allocated.

Figure 5: Geography of successfully funded place-based initiatives
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Despite the more balanced distribution of place-based funding, concerns persist
regarding the methodology used in VfM assessments, particularly around land value
uplift and transport benefits. Bidders outside London and the South East argue that their

Delivered by 25
ESRC, AHRC LPIP
and Innovate UK HUB




regions cannot generate the same level of benefits due to lower baseline land values (HM
Treasury, 2025a).

To explore this, analyses were conducted on 134 publicly available business cases. Of
these, 14 had redacted their Benefit-Cost Ratio (BCR). Among the remaining 120, 75
(62.5%) included land value uplift as part of their VfM assessment. The average BCR
across these cases was 3.09, indicating that for every £1 of public investment, £3.09 of
economic activity was expected. In London, the average BCR for projects including land
value uplift was 3.70 across six funded projects. The East Midlands had a similar average
BCR of 3.67 across 11 projects, while the West Midlands averaged just 2.28 across three
projects. This suggests that London-based projects with land value uplift components
do, on average, generate higher BCRs: £0.60 more per £1 spent than the national average.

Figure 6: Average Benefit Cost Ratio of business cases that included land value uplift
benefits, with their value for money assessments, by region
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Note: Three business cases were removed from this analysis: two from the East of England and one from London, as
all three had double digit BCRs which is highly unusual.

These differences are largely attributable to the MHCLG’s ‘Land Value Estimates for
Policy Appraisal 2019’, which is widely used in VfM assessments (MHCLG, 2020a). The
guidance provides land value estimates for different land types across local authorities.
For residential land, the top 30 local authorities with the highest values are all in London.
For example, Kensington and Chelsea has a residential land value of £161.5 million per
hectare, compared to Copeland in the North West at £370,000 per hectare, making the
residential land value of Kensington and Chelsea 436 times larger than Copeland.
Similarly, the top 33 local authorities for industrial land value are also in London. This
raises legitimate concerns about the ability of other regions to compete fairly in a bidding
process that uses market-based land value estimates.
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However, it should be noted that whilst the benefits of land value uplift might be
significantly higher within London, the costs associated with London based capital
projects are also significantly higher. As a result, even though the benefits are greater the
greater costs lead to a narrowing of the BCR differences between interventions taking
place in London comparative to the rest of the UK.

Whilst higher BCRs in London may reflect market realities rather than methodological
bias, they highlight long-standing disparities in land value and economic activity across
regions. These disparities are not a fault of the Green Book or supplementary guidance,
but rather a consequence of decades of uneven investment. Importantly, despite
London’s higher BCRs, it received one of the lowest shares of place-based funding,
suggesting that BCR alone does not determine funding outcomes. This reinforces the
need for a nuanced understanding of VfM assessments and the importance of
contextualising appraisal results within broader strategic and regional priorities.

To note since the release of these funds, government departments have been routinely
updating appraisal guidance to improve place focus. For instance, since these funds
were released MHCLG has updated its ‘MHCLG Appraisal Guide’ (MHCLG, 2025f) to
improve the appraisal of project and programmes. The current guidance, updated in
2025, includes methods to assess the wider area impacts of housing developments in
regeneration areas and the removal of brownfield land on local populations (MHCLG,
2025f). Further work is being done on including for the first time the appraisal of the
health impacts of urban developments (MHCLG, 2025f). These updates improve the
quality of place-based appraisal for MHCLG related projects and programmes by
supporting a fuller assessment of impacts, particularly in regeneration areas.
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Discussion

This review has found that most business cases for place-based funds lacked strong
strategic and economic cases. Many failed to define SMART outputs and outcomes,
resulting in unclear pathways to local economic development. Furthermore, value for
money assessments often overlooked place-specific factors, leading to inaccurate
estimations of impact. Finally, while London projects showed higher benefit-cost ratios
due to land value uplift, this did not translate into greater funding success within these
place-based programmes. However, disparities in funding may still exist across other
national funds as these are often based on population need, service requirements and
deprivation. London and the South East are highly unequal as places to start with. As with
many cities and regions across the UK, there is considerable internal inequality, often
hidden behind stronger economic performance statistics.

However, here the fault does not all lie with the policy makers in place developing bids
for place-based funds. Some of these issues may partly be at fault with bidders in place,
however, there are wider questions around the ecosystem in which everyone operates.

Capacity and Capability

There are multiple challenges for policy makers in sub-national institutions in the
development of business cases. Several of these are linked to a lack of capacity and
capability. However, even these challenges are linked to the wider ecosystem and
economic and policy context in which these policy makers operate.

Better Business Case training

According to HM Treasury, all officials involved in the development, review, or approval of
spending proposals are required to complete training and accreditation through the
Better Business Case (BBC) programme (HM Treasury, 2025b). Delivered by APMG, the
programme includes two levels: Foundation - which introduces the principles of
business case development, and Practitioner - which enables participants to lead and
apply these principles to real-world projects (HM Treasury, 2025b; APMG, n.d.; CIPFA,
n.d.). Practitioner accreditation requires prior completion of the Foundation course.

Of the 37 accredited foundation and practitioner UK training providers listed by APMG
(APMG, n.d), only nine publicly disclose pricing. Across these providers the average cost
is £1,571 for Foundation training, £1,737 for Practitioner training, and £3,397 for both
combined. The combined training of levels spans five days (APMG, n.d), posing a
significantfinancial and time burden for local and combined authorities, especially in the
context of sustained budget cuts. Between 2010-11 and 2020-21, English local
authorities lost 26% of their spending power, rising to 39.2% for district councils (NAOb,
2021). At the same time, demand for statutory services particularly adult and children’s
social care, homelessness and SEND provision has increased sharply. By 2022-23, these
services accounted for 66.9% of total local authority spending, up from 53% in 2009-10
(IFG, 2024).
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Given these pressures, investing in BBC training is a difficult choice for sub-national
authorities, especially when there is no guarantee of securing funding through
competitive processes. As a result, many staff involved in developing business cases
may not be formally trained to Foundation or Practitioner level, contributing to the
weaknesses observed in submissions.

Ultimately, this reflects a broader capacity challenge. Years of austerity have constrained
local resources, limiting the ability of authorities to invest in skills development while
expectations for high-quality business cases have increased. Addressing this gap will
require greater support from central government, including clearer guidance and funding
for training, particularly when programmes are aimed at place-based development.

Economic Case

The economic case within a business case, containing the VfM assessment, is often
considered the most challenging component due to the complexity of cost-benefit
modelling. Many sub-national policy officers are not trained economists and likely lack
the training and experience in conducting VfM assessments, so leading to widespread
outsourcing of the economic portion of business cases to consultants.

This trend is evident in the LUF bids, where applicants were required to declare
consultant involvement. Several of the consultants named were expert consultants
engaged for technical expertise in areas such as transport and construction, while a
significant proportion were economic consultants specialising in VfM assessments and
business case development.

Of the 82 publicly available successful LUF bids, 74.7% used economic consultants,
19.3% did not disclose consultant use, and only 6% developed the economic case
without external support (see Figure ). This reflects a broader lack of internal capacity
within local and combined authorities to produce robust economic cases.

Figure 7: Proportion of LUF successful bidders which had employed economic
consultants

yes _ 747%
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While seeking external expertise is reasonable, over-reliance on consultants’ risks
hollowing out local capability. If consultancies are increasingly utilised to develop
economic cases itis likely that the hollowing out of institution capability will continue to
deepen, which in turn will lead to the further erosion of sub-national institutional
capability and this cycle will continue to erode capabilities. Furthermore, as consultants
have no incentive to share their economic modelling as it is their intellectual property,
officers in local authorities are unable to learn from their expertise, again further
compounding sub-national institutions dependency on consultancies.

However, as highlighted earlier in this report, many VfM assessments failed to
incorporate place-specific factors, suggesting that consultancies themselves have a
limited understanding of how to appraise interventions in a local context. The inability to
include place-based appraisal factors, shows a misunderstanding of conducting value
for money assessments at a place-based level. Therefore, there is a question as to
whether the consultancies themselves have the capabilities to conduct place-based
value for money assessments. Itis likely that thisis compounded by shortcomingsin sub-
national government’s ability to check or challenge the work due to lack of expertise.

Place-based Funds

Often several of the criticisms levied at the Green Book Business Case appraisal process
are not technically criticisms of the process itself, but rather about how the process has
been applied by the departments when setting up the funds. This section looks at the
challenges around funds that are often misinterpreted as being issues with the Green
Book business case process.

Place-based Funds application process

This review has identified significant process-related challenges in the management of
place-based funds, particularly in the Levelling Up Fund (LUF). One of the most pressing
issues was the short timeframe for bid development. In Round 1, the fund was launched
on 3 March 2021, with a submission deadline of 18 June 2021 - i.e. just six weeks later
(MHCLG, 2025a). Developing a robust business case within such a limited period is
unrealistic, especially when it requires stakeholder engagement and detailed evidence
of local impact. This reflects a broader issue of short-termism in place-based policy,
where funding cycles are often rapid and inconsistent (Pugh, 2024a). Additional concerns
included changing eligibility criteria between rounds, which frustrated bidders who had
already invested time and resources—often including consultancy fees—into their
submissions (MHCLG, 2025a).

In contrast, the Towns Fund was widely viewed as a more effective and supportive
process. Selected towns were invited to apply based on need (NAO, 2020), and were then
supported through the development of Town Investment Plans (TIPs) by regional Towns
Hub offices and delivery partners (MHCLG, 2020b). TIPs were reviewed and feedback was
provided. Successful projects were given up to a year to develop full business cases.
Further to this the Towns Fund, unlike the LUF, was not a competitive process, bidders
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were not competing against one another for funding, initiatives were funded based on the
robustness of their business cases in relationto the TIP under which they sat, not whether
their business case performed better against national objectives comparative to others.
This structured, phased approach, with consistent departmental support and realistic
timelines, was positively received by many bidders (MHCLG, 2025b).

The variation in application processes across funds creates confusion and can
undermines confidence in place-based funding. To improve outcomes, departments
should adopt longer-term, consistent bidding processes that allow for the development
of high-quality, evidence-based business cases. As part of this, business cases should
be appraised against a local economic strategy or plan, not measured against national
objectives, which are not necessarily representative of the challenges facing the sub-
national geography at which they are aimed.

In additionto the Towns Fund a new place-based fund, the Pride in Place Fund, also offers
a more supportive streamlined application process. Like the Towns Fund, places have
been invited to submit bids based on a selection methodology that priorities places
based on their economic development need (MHCLG, 2025c). A key feature of the Pride
in Place Fund is the role of the Neighbourhood Board, which oversees the application
process at the local authority level. This board is responsible for developing a 10-year
regeneration plan, within which bidders outline their proposed interventions, mirroring
the Towns Investment Plan element of the Towns Fund (MHCLG, 2025d). However, the
two funds diverge in their requirement for business cases. Under the Pride in Place Fund,
business cases are notrequired forinterventions that fall within a broad set of predefined
interventions set out within the prospectus (MHCLG, 2025.e). Only if an intervention lies
outside the broad set of potential interventions would a business case have to be
developed (MHCLG, 2025.e).

The Towns Fund and the Pride in Place Impact Fund offer enhanced application
processes due to several core design elements:

1. Overarching place-based strategies: Both funds are underpinned by
comprehensive place-based strategies that articulate long-term visions for local
economic development. Initiatives and associated business cases are assessed
against SMART outcomes defined within these strategies, rather than against
generic national objectives, unrelated to the specific needs of the place. This
ensures alignment with the specific needs and priorities of each place.

2. Co-development: Inthe Towns Fund application process, MHCLG provided direct
support in developing Towns Investment Plans and the associated business
cases. This co-development approach fostered stronger alignment between
local and national priorities, while also enhancing the quality of submissions.
This led to local stakeholders being able to benefit from MHCLG expertise
through advisory support and constructive feedback, strengthening the
robustness of proposed interventions.
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3. Extended development Timelines: Unlike other place-based funding
programmes, both the Towns Fund and the Pride in Place Fund allow for several
months of development time in which to submit investment plans or business
cases. This extended timeframe enables sub-national actors to produce better
evidenced, strategic business cases and investment plans, improving the overall
quality of submissions.

4. Allocative: Both funds adopt an allocative model, whereby eligible places are
invited to bid rather than compete. This removes the resource-intensive nature of
competitive bidding and avoids the inefficiencies associated with preparing bids
without assurance of funding.

5. Proportionate: Recognising the resource demands of business case
development, both funds apply a proportionate approach. As outlined in the
Green Book, business cases should be used appropriately relative to the size and
scope of the funding. The Pride in Place Fund exemplifies this by requiring
business cases only for interventions that fall outside the predefined categories
listed in the fund’s prospectus.

In the future when developing place-based funding application process which provide a
more supportive application process, such as the Towns Fund and Pride in Place Fund,
the design elements outlined above should be considered. It is likely that application
processes which centre around these elements will provide a better ecosystem for
development for place-based bidders.

Appraisal of business case submissions

As demonstrated in this report, London and the South East did not receive the majority of
funding across the place-based programmes reviewed. However, perception of regional
bias is pervasive, though not unfounded particularly in terms of the wider funding
context.

It seems likely that a large contributing factor to this view has been the consistent lack of
clarity around appraisal criteria. Often departments do not clearly communicate how
business cases will be evaluated; this opaqueness can lead to the mistrust of
government departments (HoC, 2023). This opaqueness around the appraisal of
business case bids, space for bidders to make presumptions as to how the bids will be
appraised, including the presumption that funding discussions are solely being
determined by the BCR within the value for money assessment (HM Treasury, 2020). Such
opacity reinforces the belief that more affluent regions, like London and the South East,
are more likely to secure funding.

Previous reviews of the Green Book have highlighted the need for greater transparency in
appraisal processes (HM Treasury, 2020). Without clarity in how departments review and
appraise these funds, departments risk criticism and diminished confidence in the
fairness of funding decisions (HoC, 2023), particularly if BCRs are seen as the dominant
factor.
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Conclusion

This review has highlighted significant shortcomings in the development and appraisal of
business cases for place-based economic development funding in the UK. Despite the
centrality of business cases in securing public investment, many submissions fail to
meet the standards set outin HM Treasury’s Green Book guidance, particularly in defining
SMART outputs and outcomes and incorporating place-sensitive value for money
assessments.

The analysis presented here reveals systemic issues that extend beyond individual
bidders. Capacity and capability constraints within sub-national institutions,
compounded by years of austerity and limited access to training, have undermined the
ability to produce robust, locally tailored business cases. Over-reliance on consultants,
excluding when utilised to address technical gaps in expertise, risks further eroding
institutional expertise with regards to the development of the economic case, and
perpetuating a cycle of dependency.

Moreover, the lack of transparency in how business cases are evaluated by central
government departments has contributed to widespread perceptions of regional bias,
although funding allocations across the programmes reviewed here suggest a more
equitable distribution than commonly assumed. However, methodological challenges
do remain around the appraisal of benefits in the value for money assessments.
Resolving these will likely remain a continued challenge for government departments.
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To address these issues, a more coherent and supportive ecosystem is needed. This
includes clearer guidance, accessible training, transparent appraisal processes, and a
shifttowards longer-term, co-created, locally aligned funding models. Only through such
reforms can business cases become more effective tools for driving inclusive and
sustainable economic development across all regions of the UK.

Recommendations

This section presents recommendations for central government and sub-national
institutions around the improvement of the use of business cases for place-based
economic development funding:

Central Government

1. Enhance local capacity and capability

a)

Improve accessibility to training: Central government needs to reform public
sector Better Business Case training to improve both its quality and accessibility.
Currently, the most significant barrier to officers in localand combined authorities
is the financial burden of training. To address this, training should be provided by
central government departments or arm’s length bodies, with support from HM
Treasury. Reducing the financial burden should enable higher participation in
relevant training by sub-national government officers, leading to improvements in
the quality and greater alignment of business cases with Green Book principles.

Regional centres of excellence or technical support hubs: A main strength of the
Towns Fund was the Town’s Hub. The Hub provided technical support to those
developing business cases for the funds throughout the duration of the fund
(MHCLG, 2020b). Building on this model, the creation of regional centres of
excellence or technical support hubs, bringing together appraisal experts, could
significantly improve capacity and capability. These hubs should offer practical
support through tailored services and expertise on developing robust strategic
and economic cases. Such an approach may foster stronger, consistent business
case development aligned with national guidance.

Transparency of modelling: All modelling methodologies in relation to value for
money assessments should be clearly documented and shared within business
cases. This includes detailing how the benefits measured in the value for money
assessment were modelled, detailing the evidence and assumptions that was
utilised. Whilst the underlying models do not need to be shared publicly, the
methodologies, evidence and assumptions they are built on should be
transparently disclosed in publicly available business cases. Making economic
models transparent will foster greater transparency and improving capabilities, as
users strengthen their assessments by learning from the methodologies applied
in the modelling of similar initiatives.
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d)

Continuous review of business cases: This review only covers a small sample of
business cases that have been submitted for funding opportunities. To
continuously improve the quality of business cases in the future, it is important
that HM Treasury continues to routinely review business cases submitted for
funding opportunities. This will enable to Treasury to gain insight as to whether the
quality of business cases is improving in line with updates to the Green Book and
to offer the opportunity to improve guidance where appropriate.

2. Place-Based Business Cases

a)

Economic Development Plans: A key advantage of the Towns Fund was that
business cases were developed in alignment with a locally defined Towns
Investment Plans (MHCLG, 2020b). By aligning business cases with local
economic development plans it will enable sub-national officers to develop
place-based business cases to meet the specific need of their locality, rather than
attempting to interpret broad central government objectives. Where applicable,
similar alignment could be achieved through emerging local growth plans,
ensuring that future place-based business cases continue to reflect the unique
economic context of the areas they serve.

Place-based appraisalin value for money assessments: Clear guidance should be
developed for the use of place-based appraisal in place-based business cases.
This needs to include examples of application to help officers better understand
where and when this analysis is applicable and the appropriate metrics to apply.
In addition to this, for place-based business cases there needs to be mandatory
consideration of additionality factors, including leakage, displacement and
substitution effects, with clear justification and evidence for inclusion or
exclusion.

3. Place-based funds

a)

Application process: The Towns Fund and Pride in Place Fund, offer a more
supportive application process through place-based specific strategies, co-
development with MHCLG, extended timelines, allocative funding, and
proportionate use of business cases, creating a more effective and inclusive
environment for local economic development. The learnings from the application
processes for these funds should be taken forward in future place-based funds.

Competitive Funding: Competitive funding needs to be used for specific purposes
at a place-based level. As outlined in the Green Book, competitive funding is too
resource intensive for combined and local authorities (HM Treasury, 2022) that
may not ultimately win funding. Allocative funding should be the preferred model
of funding — i.e. where funding is distributed based on clear justification of need
through a robust business case.
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c)

Removal of short-termism: Short bidding windows are difficult to deliver for place-
based funding which tends to be complex and need collaboration. Phased and co-
created approaches to funding should be adopted, allowing time for stakeholder
engagement and iterative development. Feedback loops should be embedded
into the different stages of business case development process, providing greater
opportunity for sub-national officer to improve their bids based on expert
guidance.

Publishing of fund business cases: Often the proposals for funds are shared
publicly but overarching business case for the fund itself is not. These proposals
can often lack detail on the intended outputs and outcomes that central
government is aiming for. This leaves many place-based officers having to
interpret what central government is looking for in terms of outputs and
outcomes. This opaqueness needs to diminish. Alongside the proposal setting out
the fund, central government departments also need to publish the business case
under which the fund was developed. This will enable officers in place-based
institutions to develop more robust SMART outputs and outcomes that better
meet the objectives of central government.

Clarity on the use of business cases: Greater clarity and guidance is required to
demonstrate when the business case framework for bid application to funds is
appropriate. Departments need clear guidance on when the business case
methodology is appropriate dependent on the size and scale of the fund. This
includes detail as to when it is appropriate to ask for a outline or full business
case.

Sub-national Institutions

1.

Greater investment in training opportunities

a)

Better Business Case Training: Local and combined authorities should consider
allocating budget and time for staff to complete Better Business Case training in
the future. Where funding is a constraint, seeking partnerships with a wider
stakeholder partnership can help in subsidising costs.

Engage

a)

Engage in dialogue with central government: Combined authorities should
considerjoiningthe Green Book User Group in order to engage with the challenges
that users face at a sub-national level. This would enable users outside of central
government to more effectively engage with advising on the business case
process and wider Green Book guidance.

Business Case networks: Local and combined authorities should advocate for

Business Case networks or peer learning groups. These could be set up and
formed as regional networks, where practitioners, appraisal experts and technical
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experts come together to share appraisal methodologies, lessons learnt and
discuss challenges. This should lead to growing capacity and capabilities at a sub-
national governance level.

3. Evaluation

a) Evaluating initiatives: Generally, there was a lack of robust evidence in the
business cases which could coherently demonstrate how the outputs from
projects could lead to outcomes that would meet the economic development
needs of their local area. Sub-national institutions need to ensure that they are
appropriately and proportionately evaluating their place-based economic
development initiatives. This will build up an evidence base of what works in
place-based economic development and lead to better informed, evidence based
future initiatives. Often evaluations can be a financial burden; however, the cost
of evaluation should be being built into the costs of the interventions that the
institution is aiming to secure funding for.
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