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Both were produced to extoll the virtues of the respective
schemes.
The other schemes in the running were: Eurobridge, which
involves a 4.5 km suspension bridge holding aloft a tunnel made of
plastic (hence the involvement of ICI) but is thought to be
technically very ambitious, which did not have a VHS video
presentation; while the video of Channel Expressway (backed by
James Sherwood's Seal ink/Sea Containers) was not available at the
time.
The Euroroute scheme involves lowering prefabricated tubes
into the trench thus avoiding spoil tipping on land. ~l1eproject
will require considerable engineering work so generating employment
allover the UK.
The scheme which has a central tunnel and bridges at either
end with a spiralling roadway, gives safety and comfort to drivers
and the journey will be complete with Radio Euroroute giving IlRtype traffic reports 24 hours a day.
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The scheme will cost £4.7 billion, little more than the
British Telecom issue; it will be financed entirely from private
capital and will take 6 years to complete the road link.
A
parallel rail link would be completed 18 months later. The journey
time would be 30 minutes and the crossing would be a simple drive
through trip. The video then listed the British and French members
of the consortium.
The Channel Tunnel video was generally thought to be less
brash (with less razzmatazz) and more factual than the Euroroute
advertisement.
It compares the journey by ship and by channel tunnel using
roll-on-roll-off trains.
This PR presentation also emphasises the
private capital provision, but that it has. at £2.3 billion, the
lowest capital investment of all schemes.
Operationally it is the
safest. most reliable and has high standards of convenience, speed
and comfort.
It's advantages one would believe to be wonderous 'trade, communications and cultural links of two great nations' this did sound sanctimoniously like a wartime COl film.
The Channel Tunnel scheme involves two rail tunnels and a
service tunnel each 50 kms long between Cheriton and Sangatte,
built using proved drilling techniques drilling through the chalk
strata below the Channel.
This differs from the cut and cover
method preferred by Euroroute and would involve dumping waste on
land.
The scheme envisages special two-deck passenger carriages
(twice the height of the Intercity 125 sets) with a drive on
facility for cars and passengers, and single deck
wagons for
coaches,
buses
and trucks (but the last would be carried
separately).
The train shuttle service would have a service
interval of five minutes though it wasn't clear if this was at peak
times only or throughout the day and night.
For these services
passengers would change at the terminals onto the trains in much
the same way as ferries operate now.
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There would also be through electric passenger train services
from london to both Paris and Brussels using special dual voltage
stock and through freight trains (including containers) between
Britain and the European mainland.
The effects of injecting £700 mn for the supply of plant,
equipment, etc. would be felt throughout Britain (all the schemes
claimed this) and the list of British and French supporting firms
and banks completed the Channel Tunnel Group's video presentation.
John Raftery has recently appeared before a team of French
assessors looking at the Channel link.
Coopers & lybrand (C&l)
were employed by Euroroute to assess traffic and revenue.
He was
reluctant to discuss figures in detail and concentrated on the
techniques employed in the analysis of the conclusions on its
viability and market share.
The C&l analysis of traffic and revenue for Euroroute has led
to the conclusion that the scheme is viable. The Euroroute revenue
studies had five stages:
1. Macroeconomic hypothesis
2.
Total market forecasts
3.
Diversion estimates
4.
Competition and pricing
5.
Non-toll revenues.
The operators were looking for a fifty year tunnel concession
therefore the hypothesis has to include how the world economy will
develop. It was necessary to define the markets from where traffic
would come and realise that the ferries will compete with the
privately owned and financed link when considering what competition
will do to the link.
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CROSS CHANNEL PASSENGER DEMAND 1984 (%)

Business
Car accompanied leisure
Coach accompanied leisure
Other leisure

15.1 (mainly air/some car)
24.7
21.0 (coach travellers on ferry)
39.2 (including rail and coach-change
passengers
100.0 = 24.27 million trips

This breakdown covers existing ferry traffic and air traffic
to Paris and Burssels.
Other air traffic might be diverted (e.g.
Cologne and Amsterdam) but this will be very small numerically and
no Southern Europe air travellers are likely to change mode.
The
'other leisure' travellers are those with 'no apparent vehicle'
including
train travellers and those (mainly) package
tour
holidaymakers whose British coach currently drops them in Dover and
a French coach picks them up at Calais.
Cross channel passenger traffic has seen substantial growth
from 1982 to 1984 both in single passenger trips and in the number
of road vehicles. In the case of passengers, the main reasons have
been an increase in deregulation in Britain and France, an
improvement in coach quality, a general increase in overseas
travel, a real terms fall in costs and fares and changes in the
value of the pound relative to European currencies in the summer
months.
There has also been an increase in unaccompanied road freight
(where the trailers alone are carried on the ferry and the tractor
units operate landside only from the ports on each side of the
It is unlikely that the Channel Tunnel will affect all
Channel).
crossings to Europe and the limits of its effects were defined by
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John Raftery as the ports from Felixstowe to Poole on the
side and the ports in Holland, Belgium and France.

English

Forecasts
These were based on current passenger figures and other
factors included the exchange rate of the pound (£) to francs (FF)
and Deutchmarks(DM) with inflation taken into account.
The
forecasts should have been based on a detailed analysis of existing
surveys to provide a time series base data for econometric
modelling.
However, a more limited analysis was made necessary by
the time constraints.

Diversion of traffic
The analysis of car traffic diverted from other ports was
based on existing survey data (using origin/destination data of car
travellers.
However, it doesn't say much about a hypothetical new
product.
Group discussion sessions set up by C&l and SD&G asked
people about the options they would choose in deciding between the
fixed link and a ferry. Finally travel survey data was used.
The distribution of car-accompanied traffic in 1984 showed the
route split of ports likely to be affected by the fixed link.

DISTRIBUTION OF CAR ACCOMPANIED TRAFFIC (%)

East Coast ports
Belgian straits
French straits
South Coast ports
Other routes (e.g. Norway, Spain)

11.3
17.8
41.7
15.9
13.3
100.0

= 5.75 m single trips
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There would be considerable diversion of accompanied cars to
the Euroroute scheme particularly in response to tariff cuts.
A
series of variations in competitive pricing had been analysed by
the generalised cost model used to calculate the modal split
between routes. Sample results were, if current ferry tariffs were
used by Euroroute then diversion rates of 10% (East Coast ports) to
20% (South Coast ports) could be expected. If Euroroute fares were
£10 per vehicle below current ferry prices then 30% of current
ferry traffic passing through South Coast ports could be expected
to divert.
But the ferry companies will also cut their fares in
retaliation so the diversion would be less.
Diversion would be
considerable on the French straits routes given the variations in
fares and the journey time savings.
Depending on the ultimate
destination journey time savings need not be as great on other
routes.

passengers would transfer to the link, while the Channel Tunnel
Group estimated 11 million transfers.
John Raftery believed a
figure nearer 4 - 5 million might be more likely.
The fare by
train would certainly be low enough to engender a high cross
elasticity of demand from the scheduled air services of British
Airways, Air France and Sabena.

The coach diversion analysis was based on the survey of
existing
traffic,
interviews with major operators and
the
travellers survey.
Here the market is more segmented than the
accompanied car market.
The major segments are school trips, day
trippers,
intercity
express
coaches
and
a
large
nonEuropean/Southern European market served by coach operations on a
shuttle to Orange, for Southern France, Spain and North Africa; and
to Eastern Europe, Greece and Turkey.
The duty free element is not as important as might have been
thought.
Many people prefer to use their duty free allowances to
buy French wines and beers in retail outlets where they can buy
more (and often at lower prices) duty paid in France than they can
duty free on the ferry (or train).
The rail journey from london to Paris using the fixed link
will be 3 hours 15 minutes (less for Burssels). The through trains
would thus be expected to pick up a large
percentage of city
centre to city centre traffic.
C&l forecast that 2 million

The
expected
diversion of freight traffic was based
on
interviews with major hauliers and the relative importance of cost
and time in different freight segments.
The effects of cross
elasticity would, for example, be greater on the French straits
routes than on the Belgian services.
In analysing competition and pricing, the model used the
current ferry cost structure together with the sensitivity of
Euroroute
passenger revenue to price differentials and
the
sensitivity of Euroroute freight revenue to general price reduction
on the French straits routes.
In much of the discussion John Raftery gave more of an insight
into the techniques used in the modelling and concentrated less on
the actual results.
As those of us involved in forecasting will
know, progressive reanalysis in more detail with an improved data
base will hopefully provide more accurate figures and there is
therefore a .natural reticence to publicly discuss our early
forecasts in great depth.
Discussion
John Raftery would not be drawn in speculating what the
rate of return might
be and said it was a banker's role to
calculate that (rather puts us all out of a job,
doesn't it? Editor)
Mervyn John (Cranfield Institute) referred to research
carried
out at Cranfield into ventilation technology
which
indicated a severe limit on the numbers of motor
vehicles
travelling through the tunnel at anyone time.
Electric trains

8

create their own draught and a 15 minute service would present no
problem, whereas cars are a serious problem. Much of the
construction cost, replied John Raftery, would be to cover adequate
ventilation.
Mervyn John returned to t.heproblem of accidents in the tunnel
and the damage and cost if one occurred would shut three quarters
of a mile of tunnel for five days. The problem of carrying
hazardous chemicals with no notification required in the UK is not
limited to tankers but also packages carried in small vans.
Stuart Cole (Polytechnic of North london) expressed concern at
the financial viability of the project. With no cost benefit
analysis criteria, the project appraisal is based entirely on cost
revenue analysis. If the Channel Tunnel Group revenue figure of
£400 million is accepted, that project will cost about £250 million
in interest payments while the Euroroute operation will cost £470
million. This leaves the Euroroute in a loss making position
before it starts and the cheaper CTG scheme with only £150 million
to cover all operational and maintenance costs which he questioned
as insufficient.
Stephen Plowden (Policy Studies Institute) asked why the
mousehole solution was dropped, how much rail traffic revenue was
obtained from present air traffic diverting and why a single rail
tunnel with interrupted flights (i.e. one way for 2 hours and then
the reverse) had not been proposed despite it being significantly
cheaper to construct. Independently, the scheme appears too costly
for a reasonable return, even with the Channel Tunnel scheme which
gets most of its income from shuttle revenue.

Reviewed by Stuart Cole, Polytechnic of North london
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ONE PERSON OPERATION OF BUSES IN lONDON
Presented by Dr. Phil Goodwin at the January meeting in london

The discussion covered three major aspects: historical,
political, technical (where both well established issues and the
not so well established issues were found to be most important).
Background/Historical
Until the late 1960s all bus companies in the UK employed a
driver and conductor per running bus. Around this time the
government by 'carrot and stick' methods especially via the bus
grant system attempted to induce bus companies to change to one
person operation (OPO). The government's objective being entirely
financial - anything which could increase productivity and save
costs was considered 'a good thing'.
This is Conservative
Government policy. During the mid-70s OPO became the norm outside
the larger metropolitan areas therefore london became the major
exception.
In 1980 up to 50% of all buses still had not undergone the
change in london Transport, and by 1983 there was 53% OPO, and 47%
driver and conductor operation.
A memorandum around this time from london Transport
recommended up to 65% in the short term with a 100% objective in
the long term.
Politics
In 1983, the GlC had a pro-public public transport policy.
David Wetzel, the Committee Chairman was bitterly opposed to OPO
and gave two reasons:
1. technically and operationally OPO was bad for Central london.
2. why get rid of jobs during a time of high employment?
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This latter point of course was diametrically
management view at london Transport.

opposed

to

the

At this point, an independent study was commissioned and paid
for by the GlC, and the Transport Studies Unit at Oxford were
appointed to carry out the research.
The study itself had three parts:
1. Submission of evidence from interested parties (included in
the report).
2. The collection and analyses of existing data/documents etc.
3. Surveys, opinion polls, etc.
When the final report was produced, it was interpreted
differently by the GlC and london Transport. Each side in effect
asserted it proved their particular arguments.
Some 15 other
organisations
including the AA, the Metropolitan
Police, and
the passenger committees had submitted evidence. Broadly speaking,
there emerged two schools of thought - those groups who were
completely against the proposal for OPO and those groups which
represented a range of opinion from weak support to generally
against the proposal.

Technical aspects
The major argument is that the time delay imposes a penalty,
as opposed to just getting and awaiting the fare to be collected.
The study estimated that this delayed the OPO bus by 10% compared
to the standard Routemaster bus.
Table 1, which was based on lT estimates of increasing OPO
from 53% to 65% was critical to the technical aspects of the study.

Effects
on lT

Travellers
This meant that only london Transport, supported implicitly by
the Department of Transport, were completely in favour of one
hundred per cent OPO.
This viewpoint may be considered extreme in
the light of the submissions.
Currently the new lRT would appear
to be playing a softly. softly approach and are more cautious in
their policy towards OPO.
In summary it would appear that there are changing
views on the OPO position in london.

political

Costs
(£ million)

Benefits
(£ mill ion)

•
+

Conductors pay

14.2

Fewer bus accidents
0.5
Fares reduction ~
2.3

Drivers pay·
More buses·
Revenue loss
Severance

Actual Gain
(£ mill ion)

5.7
1.4
0.7
0.4
8.2

Time losses+
(a) to passengers 1.0
(b) to traffic
1.8
2.8

6.0

-0.5
5.5

because of longer loading times and a requirement to maintain
the existing level of service.
standard social cost
benefit analysis was used for this
assessment.

Some interesting figures that were used in this table were
admitted by Phil Goodwin to be provocative, for example, the
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calculated cost of running extra buses - this was a positive policy
decision.
lT would not be forced to run extra buses and could
allow the services to get worse.
The category would disappear if
the conversion to OPO was not undertaken in this way,
so
effectively this calculation is made in order to 'cushion' the loss
of service effects for travellers.
Again the revenue loss figure was determined by traditional
elasticities that have been well developed by IT. In addition they
included a calculation to include resistance; particularly in the
short term.
However. it should be noted that indirect evidence
does suggest that this assumption may only be true for the outer
areas, where OPO is both suitable and more acceptable by the
passenger.
Therefore the calculation for revenue loss may well be an
under-estimate if applied to the central areas of london.
To this
reviewer this is the crucial question for it is known that up to
25% of passengers in Central london do not board buses at bus stops
and rely very much on the open platform.
The time loss figure also may be too low because it can be
argued that time waiting at a bus stop and in a crowded bus should
be valued much higher than the convenience (the value of time
figures used for this exercise may be underestimated).
The fares
reduction figure of £1.8 million was derived by a social benefit
calculation arguing a £1.30 benefit for £1 expenditure, but such a
figure would be irrelevant in a situation where the government did
not provide a subsidy.
When looking at Table 1 against the wider background
political expenditure effects, this calculation would not
undertaken in 1986, at all in the present political climate.
the short run the public sector finance effects were estimated
follows:

of
be
In
as

against the wider background of political expenditure effects.
the short run these were estimated at £7.5 million as follows:

Cost to DHSS of 1000 lost posts
loss of receipts to the exchequer
Multiplier effects

In

1.7

3.3
2.2
£7.5 mi 11ion

Some might argue those are just transfer payments, but how can
one legitimately include those relevant calculations in such a
study?
The

final

recommendations of the study are fairly

explicit.

1.

"It remains to be seen whether the improved boarding times can
be achieved, without them the social and operational case of
OPO in Central london fails. and the financial case is in
doubt".

2.

It is also possible that external constraints will .put greater
pressure on lT (now lBl) to convert to OPO without running the
planned extra buses or reducing fares.
If thls is the case
then OPO extension may turn out to be financially worthwhile,
but would not be justifiable by consideration of traffic and
passenger costs and benefits.

3.

If 20% of unemployment costs are included in the calculations.
It would not at present be worthwhile to proceed with further
OPO conversion

A number of questions followed the presentation.
They were
mainly concerned with the elasticities and reasoning contained in
the technical aspects of the study.
However, no firm concensus
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resulted and Phil Goodwin defended his report, although he admitted
the need for more qualitative work on this type of evaluation. if
further research is undertaken in the future.

The availability of the COBS (Continuous On-Bus Survey) data
for WMPTE bus services from 1977 gives a much better base than in
many other areas to derive elasticities of demand not only for the
market as a whole, but also by ticket type, time of day and trip
length.
Following earlier studies of the 'Monday Funday' and offpeak fares experiments by Aston University, and of the Travelcard
by the reviewer, this study looks in greater depth at statistical
relationships affecting the whole market (except for pensioners,
who use free passes).

Reviewed by Mervyn Jones (Oxford Polytechnic)
Copies of the Report "ONE PERSON OPERATION OF BUSES IN lONDON" by
Dr Phil Goodwin, are available from the Greater london Council and
from the Transport Studies Unit, 11 Bevington Road, Oxford OX2 6NB.

BOOKS FOR REVIEW
Reviews of books or reports are always very welcome
members.
It is a useful way for readers to keep up to date
new publications and new developments in transport economics.

from
with

If you do see any book which you would like to review, but you
would not normally buy a copy, please write to me as it is often
possible to obtain a review copy.
I will then send a copy to you,
which you can keep.
Here is an offer which should be hard for you
to refuse.
Stuart Cole, Editor

In practice, the degree of disaggregation possible from COBS
data was somewhat less than initially hoped, and little meaningful
work on time of day or trip length was found possible. The various
adult travel cards were grouped together as one sector. cash-paid
single tickets as another.
The differing periods of travel card
validity, and areas of coverage, were thus considered together,
although the period examined (up to Autumn 1983) does lie before
the off-peak travelcard attracted substantial market penetration.
A

variety of models, based on a regression form, was used,
with allowance for the effect of time-lags in response to users,
already highlighted in TSU's work on South Yorkshire.
For cashpaid fares, a short-term elasticity of -0.40 was found, with a
long-term effect (over three or four years) of about -0.68.
For
the travelcards. the initial response was less clear, many of the
estimated elasticities being not significant at the 95% confidence
level.
However. a significant longer-term elasticity was found,
around -0.5.

BOOK REVIEWS
THE ELASTICITY OF DEMAND FOR BUS TRAVEL IN THE WEST MIDLANDS
R.P. McKenzie, Transport Studies Unit, University of Oxford for the
West Midlands Passenger Transport Executive (1985). Available from
Ernest Godward at WMPTE, Price £15.

A wide range of models was tested. and it is clear that much
effort has been involved both in transformation of data, and
subsequent analysis.
Extensive supporting information is given
in the full report (for a more concise version, the paper at last
July's PTRC Annual Meeting will be found convenient).
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The overall elasticities derived are not too unexpected, but
having said this, some of the results are surprising. For example,
adult travel card use is found to be positively (and significantly)
correlated with rising car ownership, unemployment and time trends,
although for cash-paid fares the more usual negative relationship
was found.
A cross-elasticity of 1.0 between travel card use and
cash-paid trips is estimated.

users might be increased later (within a certain threshold) without
a significant drop in sales, a promotional price effect being
obtained. In the longer run, as market turnover occurs, new users,
facing a given price level for the first time, would react with
greater
sensitivity
- hence
the
significant
longer-run
elasticities.

Another curious result is the very high service (bus miles)
elasticity found for travel card users, at +2.3 (compared with
typical values around +0.4 and +0.7).
One must question whether statistical results of this type,
even if significant, are really reflecting users' behaviour.
An
alternative interpretation would suggest that the travel card is a
different product, rather than simply a ticket offering a lower
price per trip (which the cross-elasticity would explain).
Hence,
knowledge of such a product would be disseminated over time, and
sales incrase, coincident with (but not caused by) growth in car
ownership, a time trend. and even unemployment.
The very high
service
elasticity may be explained by the fact that many
travelcard users make linked trips (hence experiencing two periods
of waiting time for each journey between activities),
and/or
correlations with cuts in bus mileage around the time that
unemployment was hitting the previous growth trend in travel card
sales.
Trends in sales. and usage, of travel cards may also
differ, as optional off-peak trips are cut when frequencies are
reduced, but the travel card user continues to purchase his/her card
for the journey to work.
The lack of significant price elasticities
for travel card usage also matches an assumption
work by the reviewer, that significant own-price
not be derived, within the time scale normally
for travel card sales. i.e. a low initial price

in the short-term
made in earlier
elasticities could
used for analysis,
for a given set of

As the author suggests, further work is needed (a conclusion
not unfamiliar in research reports, but in this case with more
justification
than most).
The problem is that much work to date
has concentrated on aggregate data (whether total sales, or on-bus
use of, travelcards),
from which users' responses can only be
inferred, whatever the form of statistical model used.
What
appears to be necessary is a study over time of individual
travel card users.
Does a rise in price cause them to give up use,
or other factors (such as losing a job)?
To what extent is
purchase motivated solely by cash savings or is convenience a major
element from the start?

Reviewed by Peter R. White, Senior lecturer,
Polytechnic of Central london

LONDON TRANSPORT AND THE POLITICIANS
Paul E. Garbutt. Ian Allan. Shepperton, England, 1985. (£8.95)
RADICAL ARISTOCRATS: lONDON BUSWORKERS FROM THE 1880S TO THE 1980S
Ken Fuller. lawrence & Wishart, london, 1985. (£4.95)
Paul Garbutt is a former Chief Secretary to london Transport
and Ken Fuller a one-time lT bus driver who is now a full time
official of the london Bus Section of the Transport & General
Workers' Union. The publication of their respective books within a
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few months of one another affords the opportunity to compare
management and union points of view on what, to a certain extent.
are the same series of events.
It is therefore the areas of
parallel coverage which occupy the greater part of this review.
Fuller is concerned exclusively with bus workers. as his
title implies, but much of the book is concerned with the early
development of busmen's trade unions in the late 19th and early
20th Centuries and its maturity up to the end of the pre-war era.
Garbutt's area of interest is limited to the twenty years since
1965, but include the Underground railways as well as the bus side
of IT.
In each work, the authors succeed, albeit in quite
different ways,
in whetting the reader's appetite for more
information.
In Garbutt's case. one longs for some more outspoken
commentary on the state of lT's organisational and managerial
capacities, but Garbutt is no Gerry Fiennes* and errs firmly on the
safe side when it comes to reporting on the activities of his
colleagues.
Politicians, however, receive the regrettably common
managerial castigation as 'interferers'.
In Fuller's avowedly academic work (it is based on the
author's research on a TGWU/University of Surrey course) the
perhaps slightly excessive concentration on trade union politics
detracts from the narrative of developments in working conditions
and practices over the hundred year period.
A

reading of Fuller's chapter 19, "loss of Status, 1950-70"
makes an admirable introduction to Garbutt's book which quite
erroneously dates the entry of the politicians as 1965. since that
was the year in which lT first received a government subsidy.
The
importance of the government-imposed wage restraints of the 1950s
*Gerry Fiennes. whose book "I Tried to Run a Railway" (Ian Allan,
1967)
incensed his employers and resulted in his premature
retirement.
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is spelled out very clearly by Fuller in what
considers to be the best chapter of his book.

the

reviewer

When it comes to the period under GlC control, the greater
depth of coverage afforded by Garbutt inevitably gives his book the
edge, not least because of - rather than in spite of- his low key,
factual style of writing.
So short a time after the events, this
is probably a good approach to have adopted.
The almost dead-pan
diaries of events surrounding lT's two periods of hitting the
national headlines, the Chapman and livingstone eras respectively,
are sensibly left for the reader to embroider with political
overtones and amplify with additional facts.
Only the chapter
headings. "The Axeman Cometh - and Goeth" and "Ken Livingstone and
the Fares Fiasco" serve to inflame passions.
The overtly politic nature of Fuller's coverage of the GlC
period renders that part of his study somewhat tedious; it comes
over as trotting out the opinions we all know and have heard
repeated too many times already. When attempting to comment on the
most recent period, the time since the creation of london Regional
Transport under central government control, Fuller is predictably
scathing, but the only reason he comes up with for rejecting
changes being wrought by lRT is that the carriage of passengers by
private operators "is secondary to the main reason for their
existence, which is to make profits". The strength of the pressure
to reduce operating costs and the possibility of doing this by
changing established working practices. in preference to raising
fares and cutting services, appears - as in the case of so many
other bus trade unionists - not yet to have been appreciated by
Fuller.
In addition to the differing narrative styles of the two
authors, the production styles of the two books contrast sharply.
Fuller's contains many valuable tables of data, including those
relating to changes in staff numbers and rates of shortage of
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staff.
It is also comprehensively referenced.
Garbutt's book
represents a slightly unhappy attempt to popularise; the headlinelike chapter titles and the gently witty illustrations (e.g. "The
Jubilee line opening in 1979:
Ralph Bennett, lT Chairman looks
on as the Prince of Wales stoops over a dropped card.
In the
background Horace Cutler gestures dramatically") may be forgiven if
they serve to bring the book to a wider market.
The complete lack
of referencing or bibliography, however. is very much regretted as
this reduces the book's value as a work of reference.
Taken together, Fuller's and Garbutt's books from a valuable
guide to the development of political involvement with london
Transport.
Each - and Garbutt's is the easier, lighter read - may
be taken at face value, but much more can be extracted from the
authors' work by extensive reading between the lines.
Each book
also raises important further questions and suggests areas where
additional research is needed.
In both cases, a more critical and
objective outsider's look is called for to probe further into the
history of management, labour and politics in london Regional
Transport and its forebears.
Reviewed by Martin Higginson, london Regional Transport Senior
lecturer. University of london

FLYING OFF COURSE: THE ECONOMICS OF INTERNATIONAL AIRLINES
Rigas Doganis.
George Allen & Unwin. london, 1985. (£18.00)
This practical book has been distilled from Professor Doganis'
long experience in teaching airline economics, both at PCl and to
managers of many of Asia's fast-growing airlines. It is from these
airalines that many interesting examples have been drawn (comparing
them with European and North American airlines).
Much thought has
clearly gone into graphics and tables, the latter being of
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somewhat unusual but very effective form.
The chapter on regulation contains information on airline
revenue pooling and royalty agreements which I have not seen
previously
in either book or article.
The structure
and
determinants of cost are clearly presented and illustrated with
airline examples. as well as reasons for the difference between
scheduled and charter service costs.
On the other hand, in the chapter on pricing, ,no
is offered for the apparent contradiction of regulatory
in "arguing strongly in favour of cost-related pricing",
same time approving many obviously market-related fares
season APEX, which is only about half the economy fare.
pricing, the concept of long-range marginal costs was
but no definition was suggested either there or in the
costs, nor were we told why longrun marginal costs
average cost.

explanation
authorities
but at the
such as low
Also under
introduced,
chapter on
are below

Exchange rates were mentioned briefly in discussions on costs
and pricing, but given their present volatility and effect on
airline profits. they might have merited a sub-section of their
own. Taking an example from the oft-quoted Singapore Airlines, the
strength of the US dollar is said to have cost the airline S$ 124
million in 1984/85 profits. Conversely, the weakness of the US$ is
likely to be an important contributor to Singapore Airlines'
increase in operating profit of 36% forecast for 1985/86.
These are relatively minor criticisms, however, for a book
which provides a very sound grounding for the beginner, and fresh
airline
perspectives
and insights for the more experienced
economist, manager or regulator.
Reviewed by Peter S. Morrell, Air Transport Economics

& Planning,
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A REJOINDER

PRIVATISING LONDON'S AIRPORTS
by David Thompson. Institute for Fiscal Studies
John Phillip's comments on the IFS report are interesting and
thoughtful.
Naturally we do not share his views on a number of
points but there is little to be gained. I think. by debating
differences of opinion.
Nevertheless.
I would be grateful of the
opportunity to comment on just one point, namely his interpretation
of our airport choice model ( which appears as an appendix in the
report) and his comments on cross-elasticity of demand between
airports.
He argues that because airport charges are only a small
proportion of airline costs, a consequent increase in charges will
lead to only a small increase in fares, and hence to only a small
change in total passenger demand.
If the charges at
all
potentially competing airports are increased simultaneously (by the
same amount) then this conclusion seems reasonable.
But this
calculation is not necessarily useful for identifying the scope for
competitive substitution between airports.
The relevant question
here is what happens if charges at one airport are raised whilst
charges at other airports remain unchanged. The fact that airport
charges are only a small proportion of airlines costs is less
relevant in this context.
The importance of this distinction can be illustrated by
considering John Phillips as a factor input contributing to BAA's
own charging structure.
His salary is a minute part of BAA's
turnover and if it was increased to say £1 million per annum (about
.03% of turnover) it would have no appreciable effect on the
quantity of airport services demanded.
But is the demand for John
Phillips per se equally insensitive to his cost to BAA? Perhaps he

could
test.

knock on Sir Norman Payne's door and put this theory to

the

On a more specific point John Phillips has misinterpreted the
data in our appendix.
Calibrated to the mean of the values
represented by the sample, the implied elasticity is minus 0.33.
But we note also the comment that BAA's "own research confirms the
commonsense view that other things being equal, Gatwick attracts
about half the market" which implies a cross-elasticity
at the
margin closer to unity.
Finally I would like to stress that our conclusion was that in
certain market sectors there was some opportunity for competition
between london's airports, although our prescription for divided
ownership did not depend solely or importantly upon the presence of
such competition.
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TEG NEWS

Chairman's Report for 1985
The Group has continued to attract a wide range of speakers
and audiences to its monthly meetings in london.
As in the
previous year, highly topical themes have been incorporated, both
in the planned programme and through slots allocated for this
purpose filled during the course of the year.
These have included
evaluation of the 'Euroroute' Channel link proposals (November).
service tendering within london Regional Transport (April) and
airline deregulation (February). In some cases, meetings have been
timed close to major decisions in the sectors concerned.
Thus, a
decision on the Channel link was announced in January. and
additional spending on road infrastructure was indicated in the
Chancellor of the Exchequer's Autumn statement, following the talk
by Andrew Street in October.
PCl has continued to be the venue for most london meetings, of
which ten have been held since the last AGM.
For various reasons,
the Northern area meeting programme was rather restricted in
1985/6, but has now resumed on a more regular footing thanks to
efforts by Chris Nash at leeds University.
The committee elected at the February 1985 AGM was joined by
Ian Savage as a new member.
He has undertaken a valuable analysis
of membership trends and composition.
The total rose from 34 in
1973, to 82 in 1978 and 141 in 1984. Within this, the composition
changed, academics rising from 15 to 29%, and operators/industry
from 56% to 26%. A publicity campaign is now being launched, aimed
at broadening the membership base.
Following her valuable role as Executive Secretary, Meda Frost
indicated during 1985 that she could not continue this role due to

pressure of work. committee roles have been redefined so that this
post no longer exists, Don Box expanding his role as Treasurer to
include that of Membership Secretary. Word-processing and mailings
are now undertaken by Joanna Irving.
The journal has continued to attract a wide range of topical
material under the editorship of Stuart Cole at PNl, where printing
is also undertaken.
Frequency of publication is to be increased
from three to four per year with effect from this calender year.
Thanks are due to all members of the committee for their work
during the year, and to our speakers for their efforts. I believe
that most committee members are willing to stand again this year,
but would like to stress that new members for the committee will be
most welcome.
Peter R. White, January 1986

Treasurer's Report for 1985
I am pleased to be able to draw members' attention to a much
increased surplus of £690 this year.
There were no extraordinary
items of expenditure but income from advertisements showed a large
jump compared with 1984 and this may not be repeated in future
years.
The greatly improved surplus is due partially to changed
arrangements for printing the Newsletter, introduced half way
through the year, which show a substantial saving over our previous
bills for this service.
We have also managed to keep room hire
expenses low by increased use of PCl for meetings.
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INCOME
The breakdown of expenditure between
compared with the previous year is:

Administration
Programme and Newsletter
Meetings
Other

1985 (%)
39
51
8
2

The formal accounts and balance sheet will
members at the Annual General Meeting.

the

main

items

and
Income
Subscriptions
Advertisements
Interest
Expenditure
Administration

1984 (%)
32
53
13
2

become

available

to

On the income side it is pleasant to be able to record that
paid membership is buoyant at 140 - new members keeping ahead of
the rather large annual loss of old members which seems to be
characteristic of the Group.
I am recommending to the Committee that, bearing in mind the
surplus
achieved
in
1985 which will
be
only
partially
counterbalanced
by the intention to increase the number of issues
of the Newsletter to four a year, the rate of subscription for 1986
should be the same as for 1985: £12.
S.D. Box, Treasurer

& Membership Secretary, January 1986

& EXPENDITURE ACCOUNT FOR 1985
£

£

£

1583
140
14

- Secretary
- Postage, telephone
Programme & Newsletter
Meetings
Insurance
Corporation tax on interest received
Excess of income over expenditure for the year

388
23

1737

411
529
71

30
6

1047
690

BALANCE SHEET AT 31.12.85
Members accumulated funds at 1.1.85
Plus excess of income over expenditure for 1985
Creditors (including tax provision)
Represented by:
Bank accounts - deposit
- current

£
215
690

£
905
227
1132
164
968
1132

Note: Corporation Tax at 42% on interest since 1975
Signed: S.D. Box, Treasurer
REPORT OF THE AUDITOR
To members of the Transport Economists Group:
I have examined the
books and records of the Transport Economists Group and have
received explanations from your Treasurer as necessary.
In my
opinion the Balance Sheet gives a true and fair view of the state
of affairs as at 31st December 1985 and the Income & Expenditure
Account properly reflects the excess of income over expenditure for
the year then ended.
Signed: J.C.Bentley FCCA, 24 Phillimore Road, Emmer Green, Reading
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Membership News
As mentioned in the Treasurer's Report for 1985, membership
now stands at 140, thus maintaining the steady net increase of
recent years. There continues to be a lot of movement into and out
of the Group as old members sever their connections with transport
economics when changing their employment. fortunately more than
compensated for by the infusion of new blood.
We must be
particularly pleased that so many of our old members retain their
membership of the Group when banished to some far flung corner of
the world on a consultancy project.
Our international connections
have taken a fresh turn recently by the recruitment of our first
American member - Dr Merrill J. Roberts of the University of
Maryland. We hope to see Dr Roberts on a forthcoming visit to london.
In addition to Dr Roberts we have the following new members to
welcome:
Robert Brown - Howarth & Howarth (UK) ltd; Richard McKenzie Transport Studies Unit, Oxford Universtiy; John Allard - Frank
Graham & Partners, Reading; Roger Mackett - Transport Studies
Group, University College. london;
Tom Hart - Secretary of
our contemporary,
the Scottish Transport Studies Group;
Emmanuel Adarkwa - post graduate student at the College of
Advanced Transport Studies; C.N. Scott - Ware College; and
Michael lee - Economic Survey Officer, BR Waterloo.
Mary Berg tells me that she is now Chief Economist at SMMT,
while M. Dyson has left Maxwell Stamp Assocs. for Coopers & lybrand
and is working in Grenada (Caribbean, not Spain) at the moment.
Heidi Nuutinen is now at 40 Antill Road, london N15.
Amongst losses in membership we must mention Shaun leslie.
late of British Construction Industries. and Robert Smith, late of
British Railways Board, who have both moved to new jobs unconnected
with transport.
S.D. Box, Membership Secretary. January 1986
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SCOTTISH TRANSPORT STUDIES GROUP
By Peter R. White. Polytechnic of Central london
The STSG has established links with the
Secretary, Tom Hart, becoming a member of STSG.

TEG,

through

its

The Group's interests cover a similar range to the TEG, but
naturally with an emphasis on Scottish affairs, and a wider range
of academic studies, such as geography and business studies, being
drawn in. The Annual Report for 1985 (Price £3.00) reviews the
recent activities of the Group, and includes a very cimprehensive
bibliography of recent and current research relevant to its
activities. both by Scottish institutions and others in the UK.
The greater part of the report is devoted to a paper,
'Scottish Ports: Prospect and Retrospect' by Dr J. Walker of the
Fraser of Allander Institute. The sharp decline of Scotland's west
coast ports, and rise of traffic through those on the east,
especially leith, emerges very strongly, leith rising from 13.4% to
46.2% of total traffic between 1970 and 1980.
This is attributed
to a number of factors, including EEC trade, oil traffic, and
growing size of container vessels.
Scottish ports as a whole have
been affected by the 'Grid system' of pricing for container
traffic, in which price is determined by point of origin, or
destination,
irrespective of the specific port used.
This
naturally encourages concentration of traffic at the ports with
high-frequency services.
Some possible means of improving the
situation, especially of the west coast ports, are outlined.
Recent
activities have included the holding of one-day
conferences on 'Transport, Distribution and the Scottish economy'
(November 1985) and 'Monitoring the Transport Act 1985' (February
1986), the latter in conjunction with The Planning Exchange,
Glasgow.
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Further details the Group and membership are available from
the Secretary, Tom Hart. at the Adam Smith Building, University of
Glasgow, Glasgow G12 8RT.

FORTHCOMING MEETINGS 1986

Wednesday, 19th March
AN OPERATOR'S VIEW OF DEREGULATION
James Isaac, Director General West Midlands Passenger
Transport Executive
18.00 for 18.30, PCl
Wednesday, 16th April
ECONOMIC APPRAISAL OF URBAN ROADS
18.00 for 18.30, PCl
Wednesday, 21st May
EFFECTIVE CAPITAL INVESTMENT IN RAILWAYS:
AN INTERNATIONAL COMPARISON
Bill Steinmetz. Booz Allen & Hamilton
17.30 for 18.00, PCl
Wednesday, 18th June
An air transport topic is the most likely
17.30 for 18.00, PCl
"PCl" refers to the Polytechnic of Central london building at 35
Marylebone Road, london NW1 adjacent to Baker Street Underground
Station.
Meetings are generally held on the third floor of the
main block directly fronting Marylebone Road.
The exact room
number is displayed in the reception area.
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COMMITTEE 1986(87
The new committee was elected at the Annual General
Wednesday 19th February.

Meeting

on

Chairman
Peter White, Senior lecturer in Public Transport Systems, Transport
Studies Group. Polytechnic of Central london, 35 Marylebone Road.
london NWI 5lS. (01-486 5811 X 298)
Vice Chairman
Peter Collins, Group Planning Manager, london Regional Transport.
55 Broadway, london SW1H OBD. (01-227 3703)
Secretary
David Bruce, Bristol Polytechnic,
Bristol BS6 7NR.

15 St Helena Road, Westbury Park,

Treasurer and Membership Secretary
Don Box, 73 Silverdale Road, Earley, Reading RG6 2NF.

(0734-64064)

Publications Editor
Stuart Cole, Senior lecturer in Transport Economics and Policy, The
Business School, Polytechnic of North london, 2-16 Eden Grove,
london N7 80B. (01-607 2789 X 2457)
Committee Members
Ernest Godward, 62 Newbury lane, Oldbury, Warley. BS6 7NR.
Ron Niblett, Greater london Council, Room 596A, County Hall, london
SE1 7NG.
Ian Savage, Booz Allen & Hamilton, 30 Charles II Street, St.James's
Square, london SW1Y 4AE. (01-930 8144)
Programme Organiser yet to be appointed.
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COpy DATES FOR THE TRANSPORT ECONOMIST

Edition

Due Out

Copy Date

1986 No.1 (Spring)

early March

1 February 1986

1986 No.2 (Summer)

early June

1 May 1986

1986 No.3 (Autumn)

early September

1 August 1986

1986 No.4 (Winter)

early December

1 November 1986

If you have any articles, book reviews or a review of your own
research or consultancy or report. I would be very pleased to
receive it.

Stuart Cole
Editor

