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Dear Anne,
PREPARATIONS FOR HOUSING MARKET RENEWAL PROGRAMME 2008-11

This letter is to advise of preparations needed to take forward the housing market renewal (HMR) programme in the period 2008-11, covered by the Comprehensive Spending Review now in progress, and to clarify what the Department will need from each HMR area.  

As Ministers have said, the Government remains committed to housing market renewal.  The programme continues to make substantial progress in helping to bring confidence back to some of the most deprived areas of the country, and this work will continue to be a priority for the Department.

We are also keen to ensure that the programme is well integrated with measures to support housing growth which is now a challenge for all regions, so that growth and regeneration can be pursued in a way which is mutually beneficial and re-inforcing. 

We are looking to take forward work in two ways:  
(i) preparations to support allocation of funding for the period 2008-11 once the results of the Spending Review are known; and 
(ii) consideration of the most appropriate delivery arrangements, to reflect the principles of the Local Government White Paper and recognise the potential role of Communities England.

Preparations for allocation process

To support the process for allocating funding for the period 2008-11, we are asking the areas supported by the market renewal programme to prepare short business plans.  These should be high-level and around 20-30 pages in length, including annexes, with references to any relevant supporting documentation.  Particular emphasis should be given to the following elements:

· added value: the business plan should include a section on how the market renewal area's approach is integrated with the range of sub-regional strategies locally, such as the Regional Housing and Regional Economic strategies, and also give an indication of what could happen to local housing markets in the absence of continued HMR funding;

· involvement of the private sector:  the business plan should indicate current levels of private sector leverage and what is proposed over the next 3 year period.  In particular, we will be looking to encourage plans which can demonstrate additional investment and leverage, for example by bringing in additional assets such as public sector land.  Working closely with English Partnerships in this area will be helpful;

· affordability:  material on market change should include information about affordability issues in the intervention areas covered by the programme and what is proposed to address these;

· outputs: the plan should set out hard outputs expected for the 3 years: how many properties will be refurbished, demolished or acquired, and what new build is planned;

· outcomes: what impact could we expect to see in terms of house prices, vacancies and population trends as a result of HMR investment in 2008-11.  

In funding terms, as Ministers have said, it is unlikely that there will be an increase in resources for the programme as a whole over the period of the Spending Review.  In 2007/08, total Government funding for the programme stands at £404m.  We expect the Spending Review settlement to be tight, and business plans will therefore need to be prepared against this background.   

[Financial section: to be added at a later date]

A template setting out more detail of what we will require the business plan to cover is attached.  You may find it helpful to discuss proposals with relevant local partners, including the GO, EP and the Housing Corporation, as you prepare the plan. 

Plans should be returned to the Department by no later than Friday 2 November.  We will then consult interested parties including the Government Offices, English Partnerships, Housing Corporation, Communities England team, the Regional Housing Board and the Audit Commission for their views on the robustness of the case, seeking clarifications from the pathfinder where necessary.  We are developing an assessment framework to help us collect comments on a consistent basis. 
Taking the results from the Spending Review, we will then put recommendations to Ministers - before Christmas if possible - based on 4 elements:

· the Business Plan prepared by each HMR area;

· evidence of how private sector investment can be maximised over the period;
· latest house price data for each HMR area;

·  delivery performance to date.

Ministers will then take a view on the appropriate division of resources and we would hope to have allocations agreed by the end of January. 

Delivery arrangements

As you know, the Department is keen to delegate responsibilities locally, in line with the principles set out in the Local Government White Paper, and is discussing new arrangements in the form of Local Area Agreements and Multi Area Agreements in many parts of the country.  We will continue to consider how and whether these approaches might work for individual HMR areas, and will be beginning a series of meetings shortly to explore options. 

Please let me know if you have any questions.  As ever, I should be happy to attend future Directors' meetings to discuss. 
Yours sincerely,

A.J.Vaughan

