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Professor Rigas Doganis, Transport Studies Unit,
Polytechnic of Central London
(London, December 1986)
At the meeting held on the 17 December 1986 in London,
Professor Doganis introduced a comprehensive overview of the
deregulation of European airways and the relative efficiency and
market standing of European airlines.
His paper was in four parts and a lively discussion followed.
I shall follow his pattern in this report and review:
and
state of European Competition Policy
(1) the
current
'Deregulation',
(2) the competitiveness of European airlines on trans-continental
routes,
(3) airline competitiveness within Europe
- between scheduled airlines
- between scheduled and charter airlines,
(4) some problems and conclusions.
(1)
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The current state of European Competition Policy and
'Deregulation'
1977 to 1985 was the era of American Deregulation but since
1985, the focus has been moving to Europe where SUbstantial
deregulation can be expected in the next 5 to 10 years.
There are
two driving forces for deregulation, suggests Professor Doganis;
firstly a group of Northern European countries that is actively
pursuing
'open skies' policies and secondly
the
European
Commission, which is seeking to apply the Treaty of Rome to air
transport.
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The Northern European countries are advancing by bilateral
agreements based on the path-finding UK - Netherlands Air Services
Agreement (ASA) of June 1984. which Professor Doganis summarised in
his first slide:Sl ide 1 UK - Netherlands Agree~nt

June 1984

(1) Any designated airline can fly on any route between the
two countries
(2) These airlines can decide their own frequencies/capacity
(3) Country of origin rules for tariffs**
(4) The airlines of either country will be entitled to match
the tariffs of the other over their respective route
networks*
(5)

Both governments share the view that it is incompatible
with the Treaty of Rome to require airlines to consult
each .other about tariffs
**Effective double disapproval - also in UK Luxembourg and UKBelgium ASA (Air Services Agreement).
*Also in UK-Belgium ASA.
The Professor went on to summarise the European
draft policy in his next slide:-

Commission's

Slide 2 European Commission's Civil Aviation Memorandum 2
(March 1984)
(1)

(2)

(3)

Govern~nts
should only intervene to secure market share
for their airlines if share below 25% (safety net
principle)
Governments to continue to control tariffs but allowing
greater flexibility to individual airlines (eg through
zones of reasonableness)
Capacity sharing agreements to be allowed provided any
airline is free to withdraw

(4)

Revenue pools to be allowed subject to tight transfer
limits (eg 1%)
(5) Airlines can consult on tariffs but dissenting airlines
can propose and implement their own tariffs subject to
government approval.
(6) If not approved by Commission state aid to airlines is
illegal - current Commission powers may be used to reduce
or prevent subsidisation of airlines

ALSO Draft Regulation applying competition articles 85-90 of
Rome Treaty to air transport (some of the above would require
exemptions).
A further element in the pressure on airlines to become more
competitive came from the European Court, ruling in 'Nouvelles
Frontieres' case of Air France against a French Travel Agent that
Treaty of Rome did cover air transport, that anti-competitive
practices were NOT illegal until the Council of Ministers found a
way to apply them and that any Government or the Commission can
attack an airline for acting uncompetitively.
In September 1986.
EEC Commissioner Sutherland formally asked European airlines and
their governments to "show me why you are non-competitive",
requiring answer early this year, although action by the Commission
against individual airlines is reckoned by Professor Doganis to be
unlikely.
Gradually however these sources of pressure as well as that
exerted by consumer organisations is creating the climate in which
a European "Freedom of the Skies" for scheduled airlines is
becoming reality.
Indeed shortly before Professor Doganis's talk
and since that time more bilateral ASA's have been introduced - for
instance covering the various routes now operating in and out of
Jersey from a number of European countries, including of course
Britain.
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In these increasingly deregulated conditions, how
airlines are set up to compete effectively was the next
that Professor Doganis treated.

European
question

(2) The competitiveness of European airlines on trans-continental
routes

while both North American and European airlines had lost market
share.
He went on to show (in Slide 4) how US airlines had fared
in different major international markets since 1979.
Slide 4 US airlines share of total passenger traffic
1,

By bilateral agreement. the North Atlantic is effectively
deregulated already as is the Far East by de facto decontrol of
tariffs.
These regions can therefore give an indication of
European competitiveness. Professor Doganis examined the growth of
airline demand and capacity by different world regions of airline
registration, slide 3 gives the figures:Slide 3 Growth in revenue tonne kms by region
(of airline registration) 1975-1985

Major Markets*

US - Europe
US - Central Americas
US - Far East

1979

1980

44.6
56.0
44.0

42.9
54.3
42.0

2.

Asia and Pacific
Middle East
Africa
North America
Europe
Latin America/Caribbean
World

Regional distribution
of International
Scheduled T.Kms
1972
1985

7.0

13.0
3.8
3.8
28.7
44.8
5.9

26.7
5.9
4.3
19.9
37.5
5.7

8.6

100.0

100.0

12.6
11.4
8.1
7.5
7.0

He demonstrated that the major growth in capacity had come
from the Asia and Pacific based airlines (50% above the average),

1983

1984

44.9
52.6
39.3

46.5
48.6
41.4

47.2
43.6
42.6

41.0
55.8
39.0

* Represent three quarters of total US international travel
Largest US-Europe Markets
1979

Average
Annual Growth
International
R.T.Kms (1975/85)

US share (%)
1981
1982

UK
Germany
France
Italy
Spain
(Netherlands)

52.5
45.3
51.6
61.6
48.2
23.4

US Airline Share (%)
1984
1983
1982
58.3
47.2
50.4
59.9
35.7
5.7

61.8
46.7
52.3
61.4
39.2
2.9

60.8
47.5
54.3
61.6
36.7
7.7

The first part of the slide showed how they have INCREASED
their share of US-European traffic while losing share to Central
American and the Far East. The second part showed how the increase
to Europe had been achieved within particular US-Europe markets
like US to UK, France and Germany, which are the most important
markets and are most affected by the American consumers' 'loyalty'
to the originating or at least other US carriers. The Graph (Slide
5) sharply portrays what has been happening on the North Atlantic.
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The key chart is shown below:Slide 5 - market share of scheduled traffic on the North Atlantic
Slide 6 Labour Productivity
Available tonne-km per $1000 labour cost

%

European Carriers
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A worrying situation for major European airlines is being
sketched out by Doganis.
The worries have been confirmed recently
by the newly privatised British Airways, which has been arguing
that it is too small to compete effectively and by British
Caledonian's discussions with Sabena and SAS.

:/.!!",Hol

I'I.IU.INtS
1.,

I"R

,.01

II.te°1

rill.
Q.'IN

1

15".,00

It"TE"H"'T\O"'f\~

SOURCE: lATA

1

TIIS

'_lOOt{

f\!>IJ\N

.

,
.. ....

-.0

'.000

The

major

reasons for the situation are given

in

Doganis's

next four slides, which show:(1) the relatively low labour productivity of European airlines,
(2) their relatively high staff remuneration (except British
airlines),
(putting (1) and (2) together) their labour productivity per
$1000 of labour cost compared to US and Asian airlines,
(4) relative load factors of different international airlines.

(3)

Doganis pointed out that post-bankrupt American airlines paid
staff much less for similar productivity and European airlines were
caught between them and the very low wages of Far Eastern airlines.
Relative load factors improve the situation for Europe a little
against US airlines but make it worse against the Far East.
British Airways low wages are a major competitive advantage as
nearly all other costs are similar for all airlines.
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Slide 8 European scheduled services costs per passenger km
Jan-Jun 1985

(3a) Airline competitiveness within Europe
between scheduled airlines

l.O
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Slide 7 Operating costs of European airlines 1984
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US cents per
available Tkm

-

1412

SAS
Aer Ungus
Austrian

72.9
68.2
66.4

HIGH

Ali talia
TAP
Sabena
Swissair
Lufthansa
Olympic
Finnair

49.8
49.6
47.4
46.5
45.2
42.8
42.4
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Clearly some airlines are high cost partly by a strategy of
aiming for high-fare business traffic, others because they operate
on short sectors (airport to airport flights) but this does not
wholly explain the very wide range.
If passenger kilometres
carried are added in a ranking of European airlines by cost
effectiveness can be shown. Slide 8 is in bar graph form and a key
to airline names has been added.
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Those airlines to the left of Slide 8 may well find a more
competitive environment difficult. suggests Doganis.
Some will
help to hold up liberalisation like Swissair and SAS.
It was
however pointed out in the discussion that the figures refer to
average costs so the ability to compete in particular markets may
be influenced by other factors as well.
Also many low cost operators are in receipt of high subsidies
- low costs do not guarantee commercial viability.
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(3b) European competition between scheduled and charter airlines
In many parts of Europe competition between scheduled and
charter
airlines
offering 'flight only' has ceased and
a
geographical separation has built up. For example most services to
Spanish provincial airports from Northern Europe are only charter.
Now however charter airlines are applying for licences on scheduled
routes, for example Air Europe and in response scheduled airlines
are looking at charter routes, for example KLM to Alicante.
Professor Doganis noted that in the United States under
deregulation
the 'supplementals' (equivalent to the European
charter airlines) collapsed because:scheduled airlines began to compete on price
charter airlines lacked credibility and 'critical mass'
in marketing
airlines were forbidden to be tour operators.
In Europe, the table of relative strengths and weaknesses in
Slide 9 suggests that the balance of opportunity was likely to lie
with charter airlines.
Slide 9 Charter versus scheduled carriers
competing on scheduled routes in Europe
Strengths

Weaknesses

Scheduled
Airlines

High yield pax mix
Reservation system
Distribution system

Low seating density
Low load factors
High costs

Charter
Airlines

More specialised
standardised fleets
Links with travel agents/
tour operators
Very low costs

Unknown to public
No reservation system
Inadequate distribution
Poor interlining
No cargo

It is interesting to note however that the major company
involved in Britain - International Leisure Group (Intasun/Air
Europe) - feels the struggle will be so harsh that it has 'bought
in' its shares to protect itself from takeover during the period
when it plans to be building up its aircraft fleet to a viable size
for scheduled operation.
The question is what can scheduled airlines do in response.
Doganis suggests that they will have to find ways of cutting
costs/passenger
either by wage cuts or increased load factors and
density of service.
They may also specialise on business travel
but increasingly business travel is becoming price-sensitive on
short hops.
Scheduled
airlines can also compete with their on-line
computer
systems which since 1977 have meant
a
reduction
(worldwide) of inter-lining (changing airline during a trip) from
25% to only 10% of flights.
(4)

Some problems and conclusions
Doganis suggests that the key problem areas for the future of
European airlines are:a slow down in the increase of aircraft size, as the
balance
between
smaller
aircraft
and
convenient
frequencies for passengers becomes apparent in air travel
(as it is showing signs of doing with minibuses on the
road);
great pressure on 'slots' (landing and take-off times) at
major airports;
mutually destructive price competition.
The result in the US air market has been an increased
dominance by a smaller number of very large operators verging on
oligopoly, particularly associated with 'hub' operation (routes
centred on a major city) and dominant computer reservation systems.
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Many small airlines have merged or been taken over.
In Europe,
Doganis speculated that Air France might swallow Sabena or Sabena
might merge with SAS.
With BA privatisation (January 1987) he
expected the emergence of 'mega-airlines' for instance a combine of
American Airlines-British Airways-Air Singapore.
Since his talk
such ideas have indeed been floated and British Airways has gone on
record as being concerned that it is too small for fully effective
international competition.
The discussion that followed was inevitably brief as the paper
had absorbed our attention for most of the allotted time span but
covered the important question of whether the European Commission
could prevent hidden subsidy to certain European airlines through
their
domestic services.
Doganis felt that the rules
on
'transparency' of such domestic subsidy would prevent it having a
significant effect on international flights.
For
futher discussion of the whole subject of airline
competitiveness, reference should be made to Professor Doganis's
recent book on the economics of airline operation.
Report by David Bruce, Bristo"l Polytechnic

ROAD NETWORK IMPROVEMENTS - IDENTIFYING THE WIDER BENEFITS Of
FREIGHT DISTRIBUTION
David Quarmby, Distribution Director, J. Sainsbury plc
January 1987)
The talk given by David Quarmby at the TEG January meeting
examined the wider benefits of road network improvement to road
freight operations.
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Changes in the road network will have an effect on an
individual company's location decision.
At J.Sainsbury, there are
doubts whether the traditional methods of road appraisal pick up
ali the effects on distribution companies, particularly in valuing
the benefits to commercial vehicles and understate the "business
potential" which such schemes release.
Suppliers and retailers
have reorganised their distribution networks on the basis of the
motorway network thus infrastructure change will influence depot
location
and
routing.
David Quarmby
put
forward
three
propositions:
(1) The massive changes in the way retail distribution is
network
organised has given opportunities for transport
improvements to feed through rapidly and responsively to
industry.
(2) There are structural benefits to a freight business which do
not show up in the cost benefit analysis.
(3) There are no techniques or evidence to prove that these wider
effects do occur.
Current trends in freight distribution
Distribution
of
consumer
goods to retail
outlets
particularly food - has undergone immense change in the last twenty
years.
Apart from increases in the maximum gross vehicle weight
(gvw) of commercial vehicles, the sources of change have not
primarily been technological.
They derive from changes
in
retailing itself - particularly the growth of large multiple chains
both in food and other consumer products - and from changes in the
organisation and structure of the physical distribution industry.
The two principal trends in organisation and structure have
been and continue to be:(a) away
from supplier-controlled
distribution
networks
towards retailer-controlled networks.
(b) away
from
own-account
operations
to
contract
distribution.
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illustrate the first trend: a supplier-controlled network
will
typically involve trunk delivery from
the
supplier's
manufacturing or processing factory to a large number of his
distribution centres, each serving a specific area.
From there,
the supplier provides local delivery direct to the customers'
retail premises.
Sometimes there are two tiers of distribution
centre or depot.
but one tier will typically only be for
transhipment of assembled orders.
By contrast, a retailercontrolled network is one in which the retailer controls the
distribution centres - which will tend to be regional in scale.
larger in capacity and fewer in number than in the supplier's
network. Suppliers still deliver into the distribution centre; the
retailer
is then responsible for the goods and for
their
distribution to its own retail outlets.
To

There are a number of reasons for this trend towards retailercontrol.
The management of a retail business need flexibility to
respond
to
rapid changes in volume and
distribution,
in
order/delivery cycles, and in seasonal patterns and to external
factors such as supplier problems. industrial relations factors,
and so on. But there is also a very simple reason: it is more cost
efficient.· At a retail-controlled depot the economics of load
consolidation,
high vehicle fill and only one or two drops per
vehicle is bound to incur lower resource costs than the supplier
carrying out multi-drops of much smaller individual branch orders.
In 1982,
outlets
was
participants.

the volume of distribution into all types of retail
almost equally
divided between the three main

Types of distribution operation (%)
retail-controlled distribution
delivered wholesaler
cash and carry
supplier-controlled distribution

35
33
3
30

Proportions are expected to move further in favour of retailcontrolled distribution, with 44% forecast for 1990, at the expense
of supplier-controlled; at the same time, the delivered wholesaler,
meeting the needs of small and medium sized outlets, is likely to
decline
in favour of direct deliveries to such outlets by
suppliers.
For a few years now, Tesco, and more recently Argyll,
have been moving from direct supplier delivery to their own depot
distribution - part contract, part own-account.
Sainsbury's has
depended on a high level of depot distribution for decades, now
running at over 80% of volume sales.
An indication of the relative efficiency of retail-controlled
systems is given by the following indices of unit costs of
transport, stockholding and warehousing.
Type of distribution system
Index
retail-controlled distribution
supplier-controlled distribution
delivered wholesaler

100

190
250

The overall cost of the physical distribution chain from
suppliers' factories to all types of retail outlet was £1.2bn in
1982 (excluding supply to the catering and licensed trades).
This
represents nearly 18% of retail sales value.
Typically, total
distribution costs in fast moving consumer goods, and particularly
food, are a lower percentage than this, and especially distribution
systems controlled by retailers.
Transport costs are generally around 40% of total distribution
costs (which include warehousing,
handling, stock financing,
administration, order processing and outer packaging), and thus
amounted to nearly £5bn in 1982. 99% of this is in road transport.

17
III

The other main trend is the move from own-account operation to
contract distribution.
In one respect it is a natural response to
the decline of suppliers' own distribution activities and the
consequent move into "third party" distribution by suppl iers'
erstwhile distribution divisions.
Some of which, having become
separate companies, have floated off: one thinks of SPD, formerly
of Unilever. now integrated into National Freight Corporation.
The development of third party depot and transport operations
has distinct advantages for a retail grocer such as Sainsbury's.
(1) It enables the company to concentrate its management resources
on its sources of revenue (the retail stores) rather than its
sources of cost.
Sainsbury's continue to earn a greater
return from invest~nt
in supermarkets than they do from
lorries and so long as this is so. JS will continue to
contract out transport operations. This comparative return is
important with investment currently running at £250m a year.
(2) The transport and warehousing buyers are far fewer in number
than the managers needed to operate directly owned depots.
The problems of depot management are the responsibility of the
contractor.
(3)

There is greater flexibility in routing and storage.
Since
the contractor can serve other suppliers or retailers from the
same depot, it is possible to change the source of supplies to
a shop without the personnel and disinvestment problems of
. depot closure.

The decline of own-account operation. perhaps more than
anything,
reflects
the power of information technology
to
substitute 'control by information' for 'control by dOing it
yourself'.
Systems used by Sainsbury's for branch ordering, depot
replenishment, stock control and branch order picking and assembly,
mean that effective control of activity in one of their contract
depots is exactly the same as that in a Sainsbury-owned depot. The
performance of the distribution network is therefore transparent to
ownership of the distribution resource.

The significance of this is that it creates a 'market' for
fully integrated and professionalised distribution activities.
While a free market has existed for road transport since the
deregulation - the abolition of quantity licencing - in the 1968
Transport Act, a market for the total distribution service has been
more recent. The significance of the existence of a market is that
it makes reaction and adjustment to change of both the client and
the provider that much easier and quicker. In particular, it means
that a particular retailer's depots can more readily be relocated
and/or expanded as a result of, for instance, major changes in the
road network.
Role of transport and the road system
The
significance of the move towards
retail-controlled
distribution is that it involves using transport in a different
way.
As explained above the economic advantage arises because of
the consolidation that takes place at the
retail-controlled
distribution centre. In food, for instance, goods from a very wide
range of suppliers are received, stored, picked, and assembled and
delivered to branches to meet standardised order cycles and
delivery schedules.
Commodities held under differenv temperature conditions chilled, frozen, ambient and produce - are assembled and delivered
in mixed loads, according to rules, during the course of a trading
day.
The objectives are to meet the branch requirements for
perishable goods early in the day, and to achieve optimum transport
utilisation.
The effective of consolidation is that delivery to branches is
mostly a trunking operation - single load, single drop.
The
contrast with the typical supplier-controlled operation. basically
multi-drop,
is striking. The principal impact is on the amount of
time that can be spent driving from the depot to the point or area
of delivery.
In trunking, the time spend unloading can be as

19
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little as 10% of the driver's day. so L/w dt'llllllll
Ihuu 1111
LWllon
depot and branch can be up to 45% of h1~ tillYIII illicit IIIt III Iloil.
By contrast, a typical multi-drop could IUllo11I1I 1\',111,,1 It III' 30%
of the driver's day driving betweon drop lond.lull·l,
110% 01 his time
waiting to deliver and unloading, and only :I()',t 1101111111 (h'IIIIJl9 - 15%
in each direction - between depot untl dol111Hry IH'II/I,
rhe range
reachable from one depot 1n the formor ell:''' cou Itl ho up to three
times as much as in the latter.
The determining factor in depot 10cat1on and the relationship
of depot to retail outlets to be served is the drivor's maximum
working hours ("duty time") and the maximum driving hours.
These
are laid down in EEC regulations;
new revised regulations are due
to come in next September. While the ~egulations offer flexibility
within a week and within longer periods as to exactly how the
weekly and fortnightly maximum driving hours can be allocated, the
effect is broadly one of setting a practical daily maximum around
which transport schedules can be built.
A 'patch' of branches served by a depot would therefore
normally be limited by the time/distance within which a driver can
go out and return within the day.
With the trunking pattern of
work dominant in retail-controlled distribution,
the primary road
network is crucial not only in depot location. but in the viability
of certain more far flung retail sites.
Certain distribution operations in retail involve a 'night
out', but this is usually disproportionately expensive because of
the driver's accommodation and subsistence costs. and the lower
It may be
vehicle utilisation unless change-over is achieved.
impracticable with perishable goods in any case.
Therefore the move towards retail-controlled distribution from
supplier-controlled
distribution
is a move towards trunking and

away from local deliveries, with a consequent utilisation of larger
and maximum gvw vehicles, and most importantly a greater use of and
dependence on the primary route network.
In
locational terms.
supplier-controlled
or
wholesaler
distribution
into retail outlets tends to have more depots in or
near towns, so that the drops can be maximised with relatively
small 'stem' driving time. Retailer-controlled distribution, based
on full trunkers into a more limited number Of branches, will tend
to have fewer depot, located on or near the primary road network,
probably away from large towns, to take maximum advantage of the
much longer driving time available in the shift.
The
difference
between supplier-controlled
and
retailcontrolled distribution can be illustrated dramatically with an
illustrative
'model'.
Suppose there is a region in which 5
retailers each owns 50 supermarkets - total 250 - all of which well
goods parovided by 25 different suppliers.
The model is described later in detail. The key point is that
the transport and warhousing efficiency of the retail-controlled
network is much higher.
The characteristic
of the retailcontrolled operation is:
small number of large depots
use of large vehicles
single drop, trunking
large geographic region covered from each depot.
This type of operation is typically planned around, and heavily
dependent on the primary route network.
The characteristic of the supplier-controlled operation is:
large number of small depots
use of smaller vehicles
multi-drop, local delivery
small area covered from each depot.
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location of principal Sainsbury depols. fot' oXIIlllple,in
relation to the supermarkets,
illustratos tho dnpllndllncyon the
primary route network.
The most dense location of branches is in
Greater london and the Home Counties, including lho South coast and
East Anglia.
The next most dense area is tho M1dlands, and then
the region to the north, as far as York and Lancaster, and South
Wales and the south-west.
Three principal depots - at Buntingford
(on AIO), Basingstoke (M3) and Charlton in SE London - serve the
first area; Droitwich (M5/M42), Middleton, on the north side of
Manchester (for M62) and Yate (north east of Bristol - M4/M5) serve
the others.
These mostly carry a full range of chilled goods,
produce. frozen and ambient grocery and non-foods, and each has a
patch whose transport geography reflects the delivery disciplines
of "overnight" perishables and produce.
Fifteen other depots carry a generally complementary range of
goods, on similar and different order cycles and lead times; it is
significant that seven of these are very near the M25. and a
further three within easy striking distance.
Two of these depots
carry out a national or near national distribution of slow moving
goods.
Depots chosen to serve particular stores
There is a journey time limitation on the distance a store can
be located from the depot and that distance will vary with the
quality of the road network along each spoke from the hub.
If the
road network worsened, then the extremities of the
distribution
network would have the problems.

,0
,"

1 journey per day

__0'

0""

\

3 journexs per day

,

O2

journeys per day

The operation involving 1 journey per day is less efficient in
tonnes per vehicle/driver hour than a vehicle which can make three
short return trips per day.
Consequently it is those stores
furthest from the hubb which will be disadvantaged soonest.
Sainsbury's was traditionally a London grocer and its first
depot outside London was built at Buntingford (near Cambridge) in
1961.
It served the Midlands and North London but because there
was no MIl or MI it was costly but not structurally impossible. It
is now Sainsbury's oldest depot and because of its age some of the
techniques are "old fashioned" (in modern warehousing five year old
techniques have such descriptions).
It's location was the result
of ex-army land becoming available; it is fortuitous that it is
near access points to the motorway network' which clearly assist
reducing operating cost levels.
Impact and value of primary route network improvements
The
impact
of
network
improvements
is to
enlarge
geographically the effective patch of a depot. given the practical
constraints on driving time and duty time outlined above.
The
value of this can be taken in one of two ways, or in combination.
(1) the feasibility
of serving branches located further away,
which opens up new market potential for the company;
(2) the ability to reduce the number of depots serving a total
geographical territory.
It is fascinating to trace the historical growth of Sainsbury
branches from the early days, in the late 19th Century and the
first quarter of this.
The original Sansbury warehouse was to the
rear of its Stamford Street head office and J.Sainsbury & Sons
branches in the south east and the south coast were served by rail
from the adjacent Blackfriars Goods Depot.
Since before 1900
branches were being established along the main radial routes out of
London,
within the catchment of horse drawn transport, and
subsequently of motor lorries.
The original concentration
of
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branches on, for instance. the main Brighton Road can still be
detected in the current supermarket locations.
For a while,
branches in the Home Counties and on the south coast were served by
the pre-eminent primary network of the 19th and early 20th century
- the railways. The logistics of handling fresh produce, assembled
for specific branches. on and off the railway was challenging. to
say the least.
The Yate depot also service a new branch at Plymouth, an existing
and a new branch at Exeter. existing branches at Swansea and
Bournemouth. Lincoln, Lancaster and Washington New Town SavaCentre
are serviced from Middleton.
Great Yarmouth and Corby from
Buntingford,
and Dover and Eastbourne from
Charlton.
The
operational requirement consists of receiving into depot produce
and perishable goods up till 20.00, receiving in mid-evening the
branch orders placed earlier in the day. and commencing assembly
after 22.00. with first vehicles generally away after 03.00. Most
branches start to receive at 06.30, 07.00 or 07.30; a few earlier
than that.
Sainsbury's distribution timetable
Early evening
Overnight
Early morning
by 07.30 approx.

-

goods received at depot from suppliers
sorted/packed
despatched
on store floor

Reliability of journey times (outside the conurbations) is
related to:adequate road capacity in relation to demand
the by-passing of bottlenecks at critical and unavoidable
locations
the management of essential road maintenance to minimise
cumulative delays.
Examination of the network of transport operations from
Sainsbury depots shows a number of key features. These derive from
the location of depots and the spread of branches, most densely in
the Greater London conurbation, and at lower densities in the
Midlands and even lower in the North, although JS is well
represented in the freestanding towns in the Midlands and south
east.
The value of the 'figure of 8' motorway network, and M5
to the south west.
It is the examples above which
illustrate how the operation has developed by using the
motorway network
Schematic diagram of UK motorway network

M6

M\
A
key feature of the road network which governs
the
definition and scheduling of work on the depot's 'patch' is the
predictability of the journey times.
Since the costs, not to say
the inconvenience as well. of a driver going 'out of time' because
of
journey delays are so considerable,
any experience
of
unreliability of journey times has to be reflected in conservatism
of estimating.
Inevitably. such conservatism will reduce the
transport utilisation.
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The importance of the M25, for instance, for partcircumferential journeys to access London branches from
radials.
The
inadequacy of many cross-regional routes (with
notable exceptions of A34 and A45) - the 'secondary'
primary network.
It is encouraging to see a recognition by DTp in the 1985
Roads Review of the importance of the 'secondary' primary network.
most of which were highlighted in the 'Fabric of the Nation'.
The
requirement is not primarily one of much increased capacity except at known bottlenecks - it is the ability to achieve
predictable speeds at a consistently high level (not necessarily
always at the legal maximum).
With predicted vehicle flows that
are much less than those which justify motorways. value for money
criteria understandably influence the characteristic, particularly
whether dual 2-1ane or single carriageway.
While speed characteristics of newly built single carriageways
with good sightlines and sympathetic alignment are certainly
beneficial, the performance characteristics of many HGVs do not
necessarily lend themselves to making the best of the more
'opportunistic' driving that good single carriageway roads can
offer. This reflects back on the predictability element of journey
times, and the inability to schedule for the benefits of road
improvements unless there is a high level of guarantee.
The dual
2-1ane road offers a degree of predictability that under a much
wider range of traffic conditions enables the benefits to be
realised in planning and scheduling times.
It is arguable whether current methods of cost-benefit
assessment fully account for the benefits of network improvements.
in view of the structural changes in distribution logistics can
bring. Time savings to commercial vehicles are typically evaluated
at a rate which corresponds to the times costs of operating the
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vehicle, including the driver.
Conventional economic thinking
would attribute any consequential "business" benefits of vehicle
time savings as being equal to (or less than) the original
benefits, on the grounds that if there were greater consequential
benefits some other way would have been found to realise them.
This is logically attractive, but it presumes that resources are
infinitely
adjustable and substitutable according to certain
relationships.
The reality of transport operation is that there
are discontinuities - most particularly, as explained, arising from
the drivers' hours limitations.
Within food retailing, the effect of a set of primary
hypothetical network improvements such that a given total territory
could be served with 5 depots in place of 6, with the same
resulting total travel time. The benefit can be taken either as:
(a) reduction in the number of depots.
If the total travel
time remains the same, the average distance travelled
increases.
Against this are the savings at average cost
of a complete depot, offset by the increase in volume
through the remaining five depots at marginal cost.
Finally, there is a stockholding saving, since with 16%
more branches at each depot the weeks' cover to maintain
a given level of service can be less.
• (b) time savings. without change in the distribution network.
This is the evaluation included in the cost benefit road
assessment.
On reasonable estimates of the elements of distribution and
stockholding cost, it can be shown that the savings from reducing
the number of depots can exceed the straight value of time savings
by 30-50%.
While it is appreciated that cost benefit tools may do
little more than provide a rationing and prioritising device for
road schemes and policies within an externally determined financial
ceiling on road expenditure, it is valuable and important that the
"business potential" unlocked by network improvements should be
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It might indeed throw further light on the
better understood.
single versus dual 2-1ane carriageway debate. This section does no
more than illustrate the means by which this business potential can
be unlocked in retail physical distribution (where controlled by
the retailer).

Model comparison of supplier-controlled distribution networks
with retail-controlled distribution
A region contains 5 retailers, each retailer having 50
supermarkets
which could be served from one
depot.
Each
supermarket sells 1000 cases/day in a five day week; goods come
from 25 suppliers in equal quantities; 1 roll cage holds 20 cases;
a large vehicle holds 50 roll cages.

Conclusions
Changes in physical distribution in retailing are making the
whole operation more dependent on - and more able to take advantage
of - the primary route network. The continuing move from suppliercontrolled distribution towards retailer-controlled
distribution
substantially changes the economics of the transport element; the
move away from own-account to contract distribution creates more of
a 'market' for distribution services. and this enables distribution
networks to react and adjust more readily as changes in the road
netework come along.
The governing elements in efficient transport scheduling are
the drivers hours' limitations imposed by EEC regulation.
A key
feature of any road network improvement is what it does for
predictability of journey times. as well as for average journey
times; the dual 2-lane carriageway has particular value because it
does not demand the degree of 'opportunistic' driving that single
carriageway improvements do. and which it is difficult for (laden)
commercial vehicles to take full advantage of.
Benefits to
commercial vehicles of road improvements. calculated as straight
time
savings,
will tend to understate the true
"business
potential". It can be shown that, in a typical operation of retail
distribution
of food.
the benefits from restructuring
the
distribution and depot network could exceed the straight time
savings by 35-50%.
It is important that the "business potential"
released in this and other industries by network improvements are
better understood.

Mod~l A: Supplier-controlled distribution
The demand from each of the 250 supermarkets on each of the 25
suppliers is 40 cases/day, which is 2 roll cages/day.
This would
involve 25 drops/day from one large vehicle which, depending on the
geography, is unlikely to be practical.
If all the goods were
short life perishables, the daily delivery requirement can only be
met with a larger number of smaller delivery vehicles - for
instance a 20 roll cage capacity vehicle working 10 drops.
Non-perishable commodities would be on a less frequent cycle
say twice/week, so each large vehicle would make 10 drops of 5 roll
cages each; the retailer would have to hold more stock.
If half the suppliers were perishable,
and half nonperishable, then the transport requirement for each supplier, and
in total, would be:
total
each supplier
12.5 perishable suppliers
12.5 non-perishable
suppliers

25 small vehicles

313 small vehicles

10 large vehicles

125 large vehicles

The 'stem time available for a 10 drop journey is at best a
third of that available to the retailers' own single drop transport
under Model B, so the territory that each supplier's depot could
cover is at· best one third.
If the region is such that each
retailer could service its own branches from one depot, then in
I
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The average depot size
Model A each supplier would need 3 depots.
for each perishable would be 8.33 vehicles, and for each nonperishable would be 3.33 vehicles.
In practice. some trade-off
between number of drops/stem time/number of depots/number of
vehicles would be made; for instance. the non-perishable supplier
might manage with 2 depots if the number of drops reduced to 5, and
twice the number if 25 roll cage vehicles were used.
The average
number of vehicles per depot would then be 10.
Model B: Retail-controlled distribution
For each of 5 retailers, one depot serves 50 branches.
All
suppliers deliver into each of 5 depots (compared with delivery
into 2 or 3 of their own depots under Model A).
Each branch
receives 1000 cases/day. in 50 roll cages, equal to one vehicle
load.
The furthest branches in the region take a whole driver's
shift to complete the return journey. for nearer branches two or in
some cases three return journeys can be completed within a shift.
If the average number of return journeys per shift achievable is
(say) 1.67. then the transport requirement is:
each retailer depot
30 large vehicles

total
150 large vehicles

This requirement is met from a total of 5 depots. with 30
vehicles per depot.
Both models assume 1 driver's shift per
vehicle; if delivery windows allow. this could be assumed to
increase, although there is more scope under Model B because the
'stem' time out on the first journey and back on the last can be
outside branch receiving hours.

Compa rison:
no. of vehicles

no. of depots

average depot
throughput

Model A:
perishable
non-perishable

313 small
125 large

37.5
37.5 or 25

3300 cases/day
3300 or 5000
cases/day

Model B:

150 large

5

5000 cases/day

Discussion
Peter White (PCL) suggested that there would be less effect of
a daily limit than a weekly limit for Sainsbury's and that six or
seven day operators are more constrained by the quality of the road
network.
Aubrey Benn (CBI) questioned the effects of the Severn Bridge.
The depot at Yate serves the Swansea, Cardiff and Newport stores
and thus a depot (generating employment) would not be built in
South Wales because of the bridge.
David Quarmby replied that the
market in South Wales was not big enough to justify a depot and the
old Sainsbury there was closed.
Mr Benn further suggested that
despite more transport investment in the north, it was in decline.
The complexity of freight distribution (said David Quarmby) is
reflected in the journey time from the Manchester depot to
Yorkshire stores (via the M6/M62) is less than the time from the
Charlton depot to the Cromwell Road store (via clogged roads).
John Roberts (TEST) suggested that by using David Quarmby's
version of cost benefit analysis the road network is improving
distribution efficiency but encouraging heavier traffic flows.
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In answer to a question from Geoff Mileham, David Quarmby said
that operating flexibility was essential in the management of
distribution networks with very sophisticated depots.
It was
possible to switch suppliers loads to different depots and switch
stores to other depots as the use made of the motorway network
changed.
If the standard of roads increased, then there would be an
increase in the use of roads whose journey time is predictable and
thus more efficient use can be made of the transport facility.
Buntingford, for example, makes use of the MIl and M25.
The
Charlton depot hardly uses the M25 but uses the London road network
and benefits that do come from purpose built roads are not
available in London.
Therefore time allowances for delays have to
be built into journey times and therefore wasteful.
Mathew Walker (peL) asked about the effects of the M25 on
distribution.
David Quarmby referred to a GLC survey which showed
that a higher percentage of heavy goods vehicles were sucked into
the M25 than on any other kinds of roads.
Percentage of total traffic on the road
accounted for by heavy goods vehicles (%)
M25
Other London roads
A13

25-35
5-8
18-20

The major effects were on the secondary road network in the
outer London area, from heavy goods vehicles and other vehicles.
Heavy goods vehicles tended to be concentrated on a small number
of roads.
Sainsbury's vehicles for example go round London and go
into the connurbation on the nearest radial route to the store.

The contract depots around London at Elstree, Radlett, St
Albans and the Sainsbury depot at Chelmsford made great use of the
M25 and no major relocation was required as they are already on or
near the M25 and thus all the southern England motorway network.
The M4 and M5 enables Sainsbury's to use the Yate depot in place of
one depot in South Wales and one in Somerset.
There was a minimum
'patch' size when Yate was built and some economies of scale would
be lost if Yate's operations were now shared between three
warehouses.
The decision making basis is to take the branch
network and then decide on depot location when motorways are taken
into account.
In the negotiations carried out by Sainsbury's buyers with
suppliers, as the goods are delivered to warehouses at suppliers'
cost, these costs are not as important in determining store
location as warehouse to store transport costs.
The factors determining store location may be summarised as:
(1) the Paragon distribution costs model
(2) planning limitations
(3) Macro-normal
territory of the depot (ie a journey time
(outbound and return) within a driver's day).
If a geographical area is outside this territory then a
minimum number of stores are required in an area if a new depot and
distribution network is to be justified.
The talk was an exposition which showed that David Quarmby had
mastered the transfer from buses to lorries and had applied his
analytical skills in road freight as well as he had previously done
in the bus industry.
Report by Stuart Cole, Senior Lecturer in Transport Economics
& Policy, Polytechnic of North London
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URBAN PUBLIC TRANSPORT SUBSIDIES
John Dodgson, University of liverpool
(Manchester. 4 February 1987)
This was the first Northern TEG meeting to be held at Salford
Univesity and was very well attended from both sides of the
Pennines.
John Dodgson (University of Liverpool) and Neville
Topham (Salford) presented a paper on Benefit-Cost Rules for Urban
Transit Subsidies: An Integration of Allocational. Distributional
and Public Finance Issues.
The most important feature of the paper was the simultaneous
treatment of the issue of the deadweight loss of taxation with the
benefits of public transport subsidy.
At the same time the
Feldstein
'distribution characteristic' approach was used to
introduce the distributive effects of both the subsidy and the tax
to finance it. and a distinction was drawn between local finance
and central government grants. which would be treated as a free
good by the local authority.
The case for public transport subsidies was shown to depend
not just on the cost and demand characteristics of the transport
sector, but also on the existing level of taxation and the price
and income elasticities of demand for the good that was taxed to
provide the finance.
As well as providing a rigorous derivation of the decision
rules, some broadly realistic parameter values were introduced to
give a feel for the sort of practical conclusions to which the
analysis would lead.
Despite the technical nature of the subject, the clarity of
the presentation led to a lively discussion.
In part, this
consisted of questioning some of the results.
For instance, it
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appeared curious that an increase in fares could improve the
justification for improving services.
However, it was explained
that this was because higher fares reduced the financial cost of
improving service levels since the extra traffic generated a bigger
increase in revenue.
Much of the discussion centred on the realism of the parameter
estimates
introduced,
and the consequences of altering the
assumptions. Among the issues discussed were the income elasticity
of demand for housing, the effects of rate rebates and tax relief'
on mortgage interest, and the penalties for exceeding government
spending limits in the system of rate support grants.
From this
list, it will be clear that much broader questions were discussed
than is usual in a seminar on transport economics, providing a
useful reminder that issues such as the case for public transport
subsidies can only really be resolved in the context of a
comprehensive analysis of government spending and sources of
finance.
Report by Chris Nash, Institute for Transport Studies,
University of Leeds

SECTOR MANAGEMENT IN BRITISH RAIL
Chris Green, Director, Network South East, British Rail
(London, February 1987)
This meeting was held at the Polytechnic of Central London and
was attended by approximately 50 people.
Peter White introduced
Chris Green, Director of Network South East, who divided his talk
into two sections, firstly the concept and responsibilities of
sector management, and secondly the particular business of Network
South East.
That the second part dominated the first, will be
reflected in this short report.
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Sector management
Before the recent introduction of sector management British
Rail was managed at regional level.
There are five Regions,
Southern, Eastern, Western. london-Midland. and Scotland. Sector
management has separated the management and operaional functions.
The regions are left to operate services in their area under
contract to the various business sectors.
The sectors are given
the task of controlling costs and revenues and planning investments
in the railway.
The five business sectors are InterCity. Network
South East, Provincial, Freight and Parcels.
The sectors group
services according to what they do rather than where they operate.
British Rail can therefore be regarded as five businesses that
share infrastructure and co-ordinate their operations. The sectors
are small organisations with very great responsibility, eg Network
South East employs 50 people.

support, compared to a subsidy of £317m in 1983, a reduction of
35%.
The requirement to reduce the need for state support is the
primary objective of this sector. Chris Green acknowledged this in
stating that whilst he believed Network South East to be the most
financially efficient railway in the world it was by no means the
best in terms of passenger service.
Table 1: Subsid~ents
Subsidy

£m

1983
1984/5
1985/6
1986/7

317
304
261
205
at 1986/7 price levels)

(All

One aspect of sector management is that each element of fixed
assets has to be paid for by one of the sectors.
Rolling stock is
particular to its owner sector. track, stations and other fixed
infrastructure is partly shared.
The apportionment of such costs
is achieved by location costing.
This involves dividing the
railway into small elements and asking the sectors what their
requirements are.
There is a 'Prime User' hierarchy that governs
this process. Once a higher level sector has established its needs
the lower level sector only has to pay for its additional
requirements.
This process was very well illustrated by reference
to the Maidenhead area.
Network South East (NSE)
Network South East is the sector controlling
passenger
services in the London and South East area other than InterCity
services.
The sector is responsible for 2350 route miles, 930
stations, 500 million passenger journeys per annum. and 7990
million passenger miles. In 1986 the sector had costs of £853m and
revenues of £648m.
This leaves £205m to be covered by state

to Network South East
Index
100
96
82
65

Table 2: Support per train kilometre (£s)
Network South East
Great Britain
Germany
France
Belgium

1.63
2.38
5.54
5.97
9.10

Table 3: Three variables in the business strategy

1.

2.

Business Expenditure
Business Income

1986/7 (£m)
853
648
205
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With the financial objective of reducing subsidy the reduction
of costs and the increasing of revenue dominate the sector's
efforts.
Two aspects of .the NSE servi ces are fundamental to the
ensuing actions.
The highly peaked nature of travel on NSE leads
to much of the infrastructure only being needed for 4 hours each
working day, at other times these investments are not being used.
The market share of work and business travel against leisure (one
third) is reflected in the peaking of travel. but also leads to a
system that is priamrily established for commuting to work.
Table 4: Market segments
Commuting
Business (occasional)
leisure

60%
7%
33%

Chris Green appeared to be confident in showing that BR is the
most popular mode for Central London commuters although possibly
complacent in not pointing out the recent loss of business to
commuter coaches in the same corridors.
The past 3 years have been a period of cost reductions as the
first attack on subsidy reduction.
There was a lot of excess that
could easily be shed.
The main means of reducing costs were non
replacement of scrap coaches, and the reduction in manpower. This
has resulted in 10% fewer coaches run and hence some overcrowding
and a certain loss of experienced staff.
The second arm of the recent strategy has been to attract
patronage at off-peak times.
Two marketing tools have been
developed.
The off-peak Capitalcard and the Network card.
The
off-peak capital card is a one day ticket for all modes of
transport in Greater london valid after 9.30 am or all day at
weekends. It can also be bought as an add ont 0 a cheap day return
to London.
900,000 such cards are sold each month.
The Network

card is a one year card that entitles the holder and up to three
adult companions plus children to purchase reduced off-peak travel
on NSE.
100,000 such cards were sold in the first 6 months of its
existence.
Both these initiatives have helped to
generate
additional revenue at off-peak times at negligible marginal cost.
The target set for the future is to reduce the need for
subsidy to £125m in 1991/2.
To achieve this more cost savings and
revenue gains are required.
The route to cost savings is by
investments of £170m pa. The new networker train will be more
energy efficient, modern computer based signalling will save staff
and infrastructure costs, electrification of some routes will be
achieved at low cost and give benefits too.
Table 5: Electrification schemes - Network South East
Authorised electrification
Sanderstead - East Grinstead
Farringdon - Blackfriars
Bishops Stortford - Cambridge
Hitchin - Peterborough
Bournemouth - Weymouth

1987
1987
1987
1987
1988

Under investigation
Watford - St Albans
Royston - Cambridge
Portsmouth - Southampton
Cambridge - Kings Lynn
Bedford - Kettering Corby
Reading - Tonbridge
Ashford - Hastings

1988
1989
1989
1991
1991
1993
1993

The modernisation of stations to attract passengers and
trade outlets is another means of improving finances.

concession
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Higher quality standards to retain business
A recent study visit to the Japanese Railways made Chris Green
realise just how far he would have to go in the delivery of
quality.
Not just the achievement of elementary performance
targets but rather about the attitude to excellence.
This is. of
course. a national problem in Britain but there are good signs that
the position is improving and it is vital that the railway industry
is in the van of this welcome recovery.
The key to the Japanese success is summed up in a phrase that
is currently gaining fashion: "get it right first time".
The
Japanese Railways approach every problem as a team with the
absolute minimum of supervision.
There is a built in assumption
that each railwayman will do his job to the defined level of
perfection without it being checked and rechecked by the next
level. Late trains, dirty trains, operational problems, unanswered
telephones are not part of the national folk-law in Japan.
No part of British Rail is more dependent on this attitude
change than Network South East.
There is no hope of NSE retaining
- let alone keeping - its market over the next ten years, unless it
can become a by-word for high standards.
It has demanding
customers in the South East who are increasingly comparing the NSE
product to their experiences with the modern motor car, the express
coach and aircraft.
They are also increasingly finding NSE
wanting.
Train service quality
The major loss of customers from rail to road occurs when
trains are regularly cancelled or regularly run late.
Both
commuters and leisure travellers have built their day around the
belief that a train will turn up as promised and run to time.
The
reality of the NSE achievement is not bad if you take a broad
sector advantage but not nearly good enough if you look at
individual routes:

Trains Run
Punctuality

Business target

Actual
(7 months to 11 Oct)

99.0%
87.5%
90%
100%

98.3%
86%
91%
84%
94%

(Peak)
(All day)
Train Cleaning (Inter; or)
(Exterior)

The routes
where punctuality
superb performers
their trains and

100%

include lines where only 95% of trains ran and
in the peak was as low as 70%. They also include
such as the Midland Electrics which ran 99.9% of
achieved punctuality in the high 90s.

Stations
Whilst the quality of train performance must be NSE's top
priority. the stations need to be given a lot more attention. Only
67% of passengers are satisfied with the stations and NSf is
increasingly being judged against the high street stores.
No one
would expect to find a Marks & Spencer store with peeling paint.
unmanned checkouts and a drab Victorian atmosphere.
Those same
customers expect Network South East to provide stations that offer
a well-maintained environment, bright lighting, swift service at
ticket offices and telephone enquiry bureaux and smart, cheerful
staff.
Network's strategy is to bring all is 930 stations up to
this standard in the next five years and then to hold the
standards.
This will be achieved through a four-part attack on the
problem which will involve capital investment of £20m per annum:
(a) three monthly heavy cleaning of stations by specialist mobile
gangs
(b) three to six year repaint cycles
(c) refurbishment of stations every 15 years
(d) major redevelopment and reconstruction when justified.
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This is a classic area of partnership in which the business
specifies and resources a programme for the next ten years which
the production teams then manage.
It does, however, lead to an
even more exciting opportunity.
Clean, modern stations generate a
new enthusiasm amongst stations retailers.
Network owns a large
number of stations concourses and platforms which still offer a big
opportunity for exploitation.
A major strategy in the next five
years will be the aggressive marketing of station trading income to
help to close the subsidy gap.
Customer service
If NSE can delivery perfect train performance and immaculate
stations, it still has not solved all its problems on quality
performance.
The missing link is the whole area of customer
service - and another subject where we could learn a trick or two
from the Japanese.
Marks & Spencer or British Airways would not dream of letting
anyone near a customer unless he or she had not only skills
training in the mechanics of the job but also attitude training in
relationships with the customer. Both station and train staff need
to understand the problems and solutions of passenger stress; the
value the customer attaches to information/reassurance
and the
small ways that a customer can be made to feel welcome and cared
for.
It is an interesting point whether this is a business or a
production role to provide this.
Chris Green said he personally
favoured the production team being responsible for running a well
specified programme because it is part of the total package of a
well run train or station.
It is, therefore, very clear that the
next ten years are going to see a revolution in which customer
attitude training becomes as much a part of the railway's routine
culture as rules and regulations.
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Provision is being made in the Rail Plan for a significant
increase in customer service training.
It must become the norm at
induction, on promotion to new jobs and at regular intervals in key
jobs.
The aim must be to do a "British AirwaysH and this will
become NSE's major addition to Operation Pride in 1987. The payback for this attention to quality will be the growth in income
that is needed to achieve the new subsidy and to fund the
investments.
New style trains
The most important part of the rail journey to the customer
is, of course, the train itself.
There is no doubt at all that
passengers
would like to see their money invested in the
accelerated introduction of modern trains.
Currently about 20% of
the fleet is modern sliding door stock.
Network South East owns 6890 coaches and 63 locomotives.
The
average age of the rolling stock is 21 years which compares
unfavourably with about every other urban railway network in the
world.
NSE cannot escape the normal business requirement to achieve a
test discount rate of 7% on investment and its strategy over the
next 10 years will be based on harnessing new technology to achieve
major productivity improvements.
The strategy falls into a number
of stages which will result in all inner suburban trains being
operated by modern power-operated door stock by the end of the
century.
The first task is to take delivery of modern trains based on
well-tried technology.
The workhorses of the 1980s are those
successful cousins the Class 455(DC), the 317(AC) and the 150(DMU)
which have proved extremely reliable and smooth-riding whilst
offering the passengers a major upgrading in quality standards.
Variations on this theme will provide a further 680 new vehicles by
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1990 together with a complex reshuffling of the total fleet between
routes to meet the growth in demand to the north and east:

and TC units will be replaced by brand new Class 462 Bournemouth
Express stock in 1988.
This new stock will not only offer lower
unit costs of operation but will also provide a step-change in
passenger comfort and - hopefully - income.

Table 6:
Class and number of locomotives planned on specified routes
Class
319
317
456
317
319
150

Route
Thameslink:Bedford-Brighton
Great Northern/Midland EMUs
to meet growth demand
" 2 car units for Southern &
North London (Clippers)
Stansted Airport
Corby electrification
Sprinters for Marylebone/
Paddington Inner/
Reading-Tonbridge

Vehicles

Date

184
64

1988
1988

100

1988

20
64
248

1990
1990
1989

680
The required return on investment in all these cases will be
achieved by a tough approach to productivity.
Through working on
the Midland electrics onto the Southern has saved 16 vehicles.
2
car units on the Southern will enable many 8 car trains to be
reduced to 6 car with a cascade effect which will scrap more slamdoor stock.
The Sprinters offer a welcome return of up to 15% on
investment which reflects the technology advances that have been
made in diesel engine technology.
The second task is to eliminate all loco-hauled operation on
the Network as there is no longer a business case for this
ponderous and expensive method of operation on outer suburban
operations.
The cost of locomotive operation can be an advantage
in justifying electrication.
One example is the BournemouthWeymouth route where 1966 technology in the shape of the Class 33

New railways
Network South East has an exciting portfolio of new railway
projects where investment will bring better utilisation of existing
assets. These include:
* 53 sites for potential new stations
4 new stations have been opened in 1986 alone at Winnersh
Triangle. Southampton Parkway, Polegate and Welham Green.
* The Thames Link Tunnel
The opening of the Blackfriars-Farringdon route in 1988 will
bring regular internal BR services across London for the first
time.
The tunnel has been opened for less than £2m in sharp
contrast to the £lbn that has been invested in the M25.
It
will initially offer through services between Bedford and
Orpington, Bromley South, Gatw1ck and Brighton in brand new
319 units. (A Stage II connection is under debate to the Great
Northern Line at Kings Cross for £6m and a Stage III is
possible to the west coast mainline at Willesden for £16m.)
* The Docklands
Network operates a core service through the new Docklands
development
as part of the North London Line
between
Stratford and North Woolwich. The proposal is to re-equip the
route with 2 car 455 units (Clippers).
* Stansted Airport
A new railway is planned for Stansted Airport in 1990
operating as a triangle from the Cambridge-Liverpool
Street
route.
High quality EMUs will operate a semi-fast service to
Cambridge via Stansted.
* Heathrow Study
Network is participating in a major study to review the case
for a fast route between london and Heathrow.
The most
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practical option still appears to be via Feltham on the
Southern Region.
Waterloo & City
Tenders have been let for a major study into the total renewal
of the Waterloo & City route including the trains, track and
signalling. The options range from steel wheel to rubber tyre
with renewal complete by 1989.

Revenue generation is to be centred on Network card, a fresh
marketing of this is to be expected in the near future.
Commuters
will gradually be faced with real fare increases as they are
confronted with the real costs they impose.
Improvements to
services will also be used to justify fare increases to commuters.
The commuter based railway does not suit all leisure demands.
One
way of breaking out of this is to construct new links that will
stimulate patronage all through the day.
The re-opening of the
Snow Hill link in October 1987 should attract leisure travellers.
The future will see more sophisticated measures than those used in
the past few years in order to continue the improvement in the
financial position of NSE.
Questions
Only 10 minutes were available for questions from a very
impressed audience.
The extention into sectorisation in terms of
splitting up sectors was not envisaged.
The poorer services in
London
itself
compared with outer
suburban
services
was
acknowledged, the latter being NSE's best operation. The possible
problems of trains on Southern region after opening Snow Hill was
not expected as most of these trains will operate at off-peak
times.
The profitability of subsectors and privatisation of some
services eg Gatwick Express was raised.
The loss of corporate
identity due to sectorisation was raised by the tailoring of
businesses to markets was more important.
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Conclusions
Sector management seems justified in that train services are
managed and planned with markets in mind rather than locations. As
BR is given market orientated targets this is appropriate.
The
responsibility of cost and revenue control in one small group of
people forces both sides of the financial balance to be considered
together.
However the passenger may see things otherwise, a
healthy balance sheet does not mean a seat on the journey to work
at an affordable price.
At first glance a target of cutting
subsidy to the order of 15% of costs seems laudible, but is a
target
of 35% standing on a sliding door train
similarly
praiseworthy?
Report by Graham Scholefield, Transport Studies Group, Department
of Civil & Municipal Engineering, University College London

ECONOMIC ASSESSMENT OF URBAN ROADS
Editor's Note:
As this is a topic of particular interest to many members it
has been' presented in a different way to the TE's usual approach.
I invited Denzil Coombe to present a consultant's view of the
SACTRA report, and followed this by a review of Denzil's talk from
Jeremy Yanke.
Stuart Cole

URBAN ROADS APPRAISAL - A CONSULTANT'S VIEW OF THE SACTRA REPORT
by Denzil Coombe, Halcrow Fox

& Partners

Introduction
Halcrow Fox & Associates (HFA) were commissioned 1n 1984 to
review methods of appraising urban road schemes for the Department
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of Transport.
The results of this review were submitted to SACTRA
for consideration in the preparation of their report (references
1-7).
The firm has recently completed a study of Parliament Square,
in which the full rigour of the approach recommended to SACTRA was
applied with considerable success (reference 8).
HFA has also
recently completed stage 1 (problem identification) of the West
London
Assessment Study,
which also employed
the methods
recommended during our review for the Department (reference 9).
The experience gained in this work was submitted to SACTRA for
consideration in the preparation of their report.
The West London
Relief Road is currently being appraised by HFA using a modern
congested assignment procedure (SATURN) to model a wide area of
London, with encouragingly good results.
The firm has also been
one of the early users of congested assignment models overseas; in
Bahrain, fo example, the merits of CONTRAM and SATURN were compared
(reference 10).
Given this background, there are two strands to my comments on
SACTRA's report:
* my views on how urban road schemes should be appraised,
insofar as they differ from SACTRA's recommendations; and
* my needs, as a consultant, for sound practical guidance on how
to appraise urban road schemes, and the extent to which
SACTRA's report provides such guidance.
Objectives and problems
Defining objectives and identifying problems are integral
parts of the current practice recommended in the Traffic Appraisal
Manual.
In the interurban context, however, relatively little
attention is generally paid to these aspects. For the appraisal of
urban road schemes, SACTRA, rightly in my view, emphasises the
importance of clarifying scheme objectives and careful problem
identification as a requisite for logical scheme development.
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However, the rigour of the problem-orientated approach which we
recommended was not fully accepted by SACTRA.
Clearly it is
desirable to have some view of a scheme's objectives at the outset
for a study to be initiated.
However. these initial objectives.
which are often set prior to a comprehensive analysis of problems,
should not limit the extent of the problem identification process.
An early step in a study of a road scheme should be a comprehensive
analysis of problems, followed by a review of the objectives
initially set.
Often the initial objectives can overlook the need
to ameliorate problems of one kind, while placing undue emphasis
upon sometimes mild problems of another kind.
We suggested the following process:

* select a list of transport issues which embraces all relevant
aspects of the road and traffic system;

* define objectives for each of the issues based on the national
and local policies pertinent to the area;
* define ways of measuring and predicting each of the issues;
* establish ranges of thresholds for each issue, above which
conditions objectively constitute problems;
* consult the public on their perception of the problems; and
* report the objective and perceived problems in a comprehensive
problems statement.
Further explanations of this approach can be found in references 3
and 4, and examples of its application in references 8 and 12.
SACTRA
recommends
that the Department
should
produce
guidelines
on
appropriate thresholds for objective
problem
identification.
The Department has responded by noting that the
extent to which thresholds can be defined for identifying problems
is not clear, and that further consideration will be given to this
recommendation.
SACTRA also. rightly in my view. steers away from the use of
single
thresholds (standards in SACTRA's
terminology).
and
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This is
emphasises that a range of thresholds should be used.
clearly the right approach as thresholds are, for many issues,
difficult to define with any precision, and the use of a single,
necessarily arbitrary threshold would be contentious by its very
nature.

course of action most beneficial to the community as a whole.
In
urban areas, this restricted viewpoint is likely to cause very
appreciable distortions.
In my view, it is essential to consider
the local authority roads in the area under study along with the
trunk road for sensible schemes to emerge.

I do not share the Department's caution about the development
of thresholds.
The rigorous problem-orientated
approach was
developed over 10 years ago in the West Yorkshire Transportation
Studies
(reference 13). Thresholds were developed for a very
comprehensive range of transport issues by comparing objectively
identified problems with those perceived by the public, with
adjustments being made to the thresholds so that some agreement
between the objective and perceived problems resulted.
More
recently, in our Parliament Square Study, we were able to develop
thresholds for a detailed list of issues relevant to a traffic and
environmental management study (reference 8).
Thresholds can be
developed without the difficulty often thought to be associated
with them.

Many instances can be found in urban areas where traffic flows
on local roads are affected by improvements to trunk roads, both
adversely and beneficially. Measures need to be implemented on the
local roads adversely affected in order to mitigate the bad
effects.
In many cases, however, significant environmental gains
can be achieved on local roads by measures which concentrate
traffic onto an improved trunk road.

One
argument in favour of the Department
establishing
thresholds is consistency between studies.
Applying the same
thresholds in different areas will ensure that a comparable
appreciation of objective problems in different areas is obtained.
A distorted pattern of investment may result if variations in
problem severity and magnitude are not recognised.
Developing options
SACTRA recommended that the
possibilities of either acquiring
improvements outside trunk road
authorities to carry out such work

only

Department should examine the
wider powers to spend money on
boundaries or financing local
under their own powers.

The restriction of the Department's attentions to trunk roads
does cause some difficulties in rural areas in choosing the

Assessment
It is important, in my view, to include two viewpoints
explicitly in the assessment process:
* for a scheme to be promoted, it should be good value-for-money
taking account of all the scheme's benefits and disbenefits.
including non-monetary and unquantifiable ones; and
* a promoted scheme should ameliorate the problems at which it
was aimed to a satisfactory degree. or achieve its objectives
satisfactorily.
Schemes which are good value-for-money but which do not
address the problems of objectives should not be progressed, and
neither should schemes which ameliorate the problems while being
only poor value-for-money, ie excessively costly for the effects
they achieve.
SACTRA was concerned at the unwieldy nature of frameworks for
urban schemes. The reasons for bulky urban frameworks, which are
often difficult to assimilate, include:
* excessive detail of the environmental effects; and
* excessive comments on policies.
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The environmental effects included in the framework can be
confined simply to those effects which are important.
This would
imply the need for value judgements, which could be gained from
public consultation exercises.
If the full rigour of the problem-orientated
approach
mentioned in the second section is followed, then recording the
impacts under each pertinent issue will effectively record the
degree with which the policies used to formulate the issue
objectives are accorded.
The need to record impacts on policies
can therefore be quite limited in practice.
The Leitch framework can be used satisfactorily in urban road
appraisal, if modified and simplified (references 3 and 4).
We
have used modified frameworks successfully in our Parliament Square
Study (reference 8), and in our current Belfast Transportation
Strategy Review.
Forecasting traffic
The SACTRA report is disappointing in its recommendations
for
forecasting traffic in urban areas.
This is a part of appraisal
methodology where practical advice would be invaluable, pending the
execution of a great deal of much-needed research.
Traffic growth on an individual road can arise from a number
of sources, including:
* economic growth leading to higher incomes and increased car
ownership, which in turn, along with population and employment
increases, lead to increased number of trips;
* improved levels of service on the road system can lead to
increased rates of trip making for any given income and car
ownership level, population and employment;
* improved road accessibility
can
encourage
trips
to
redistribute to satisfy attractions further afield, so leading
to an increase in vehicle kilometres. and decreases in the

*
*
*
*

real price of fuel can have a similar effect;
public transport fare increases and service reductions can
mean that people make more journeys by car;
an improvement to the road system can, in theory, encourage
people to switch from public transport to using their vehicles
more;
an improvement to one road may encourage people to divert, so
increasing growth on that road and the feeder roads to it; and
in the absence of sufficient capacity in the peak periods,
people may choose to travel outside the peaks. giving rise to
growth in adjacent-to-peak travel.

Growth in traffic may be modified by a number of factors. For
example. congestion may lead to trip suppression, redistribution,
modal transfer, or reassignment; or traffic restraint or modal
policies may encourage transfer to public transport. In the longer
term, thes~ sorts of factors could induce land use changes. so
leading to decreased growth rates in some areas and increases
elsewhere.
A

number of these aspects of traffic growth are inadequately
dealt with in current procedures. The main deficiencies include:
* trip generation and suppression are not modelled, except
insofar as these effects are reflected in the planning data
inputs;
* peak spreading and contraction are not adequately understood
or modelled;
* trip redistribution may not be satisfactorily represented by
gravity models; and
* compatibility between local and national forecasts of trip
ends and road traffic needs to be ensured.
SACTRA's advice to produce a single forecast for any given
future year. with justification being provided in cases where this
falls outside the high and low national forecasts. does not address

-------,..

-----
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the real difficulties facing traffic planners. of how to make any
sensible forecast of urban traffic levels for the future.
Much
research is needed in this area, and SACTRA rightly recommends
further development of the Traffic Appraisal Manual techniques.

assignment models which are important for certain applications
would be invaluable. otherwise there is the possibility that
schemes will not be properly evaluated through the use of an
inappropriate tool.

SACTRA does recommend that the Department should encourage the
development of congested assignment models for evaluating urban
traffic schemes.
The Committee thought, however, that no single
model can be recommended for all circumstances.

SACTRA
also recommended that before deciding to use a
congested assignment model, assignments using simpler techniques
should be tried first.
This is an impractical piece of advice. as
the effort in attempting to calibrate a conventional capacity
restraint model employing link-based speed/flow relationships could
be very considerable.
To find at the end of such an exercise that
the model was not working satisfactorily, and then to have to adopt
a congested assignmen~ model, would be very wasteful of resources.

One of the principal distinguishing features of congested
assignment models is their treatment of excess traffic during
periods of overload (reference 14). In some models, the assignment
procedures are such that when a certain flow is assigned to a
particular route, the same flow is modelled as occurring throughout
the period being considered along all links forming the route.
This implies that a traffic movement which is sufficient to
overload a succession of links is represented as overloading all of
these links, whereas in reality it would only load the second and
subsequent links to the extent that it could discharge from the
first overloaded link.
This could lead to double-counting
of
queueing delay and distortion of routeing.
Another feature of congested assignment models is the ability
to combine detailed simulation of junctions in the vicinity of the
scheme being assessed with coarser link-based speed/flow modelling
away from the areas of prime interest.
Models which do not have
this facility are of less use in examining schemes which could
influence
traffic routeings across the local modelled
area
boundaries.
The Government, in its response to SACTRA, accepts the role
that congested assignment models can play in urban road appraisal,
and is conducting research to identify the appropriate choice of
models.
In my view, guidance on those features of congested

Economic evaluation
SACTRA's report strongly. and correctly in my view. critisises
COBA's applicability for the evaluation of urban road schemes. The
report fails, however, to make a clear recommendation that COBA
should not be used in its present form for urban schemes.
SACTRA did recommend. quite rightly, that the traffic flows
and journey times derived from the traffic appraisal. especially
those yielded by an appropriate congested assignment model. should
be used directly in the economic evaluation. One of COBA's current
failings is that it recalculates the journey times based on the
flows output from an assignment model. and, as it cannot deal with
interactions between junctions,
often gets the journey time
estimates wrong (reference 15).
In our work in Bahrain (reference
10) and Parliament Square (reference 8), we calculated the economic
benefits of schemes satisfactorily by making direct use of the
output of SATURN and TRAFFICQ, respectively.
It is recommended by SACTRA that the first year rate of return
should be calculated in addition to the net present value.
One
other indicator which I have found of particular use in appraising
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traffic management schemes is the pay-back period, ie the period
over which discounted benefits equal discounted costs.
Bearing in
mind the likely rate of traffic growth and benefit erosion, a
judgement can be made as to whether the pay-back period is
sufficiently short for the scheme to be regarded as good value-formoney.

principle. but in need of some changes of emphasis to make it more
suitable for application to the full range of urban schemes. While
I agree with most of the changes suggested, the results of our
review for the Department (references 3 and 7) revealed the need
for a great deal of fundamental research.

We recommended in our review for the Department (references 3
and 6) that delays to pedestrians should be included in the
economic evaluation, and SACTRA came to the same conclusion. Even
so, in our study of Parliament Square, with schemes aimed at
improving conditions primarily for pedestrians but also, to some
extent, for general traffic, and valuing pedestrian's time at twice
that of vehicle occupants, pedestrian benefits accounted for only
4% of the benefits of the favoured scheme.

The overwhelming impression gained from our work was that few
of the MEA techniques were adequate for urban schemes.
For
example. equations exist for the prediction of noise, but perform
poorly in urban areas, and do not take proper account of low
frequency noise and vibration.
Equations also exist for the
estimation of pedestrian delay. although they have acknowledged
weaknesses.
But, useable predictive methods for urban areas are
not
currently available for air pollution,
severance,
and
pedestrian fear and intimidation.

Analyses conducted in our review for the Department showed
that, providing the effects of trip generation, change of time of
travel,
redistribution,
modal transfer and reassignment are
properly included in the traffic model then it is unlikely that the
measurement of the direct economic benefits will ignore any other
major source of benefit.
SACTRA also came to this conclusion.
There may. however, be changes in the spatial distribution of
benefits and disbenefits which ought to be considered.
One aspect which we missed in our review of urban roads
appraisal was the need to consider the benefits of enforcing
traffic regulations.
In London in particular, very significant
benefits can be generated by better enforcement (reference 16), and
I endorse consideration of this aspect when examining potential
solutions to problems identified.
Environmental evaluation
SACTRA found the advice given in the Department's Manual
Environmental Appraisal (MEA - reference 17) generally sound

of
in

Pedestrian fear and intimidation is one issue not covered by
SACTRA, and our view was that this was of particular importance in
urban areas.
It is difficult to calculate, but is related to
traffic flow. heavy goods vehicle flow, traffic speed, pedestrian
activity. and the proximity of the traffic to the pedestrians.
We were of the opinion that the impacts of road schemes on the
physical
environment
- the urban fabric
- could
only
be
satisfactorily dealt with by a committee such as the Landscape
Advisory Committee (LAC) which evaluates rural road scheme impacts.
Our suggestion for a Townscape Advisory Committee was recommended
by SACTRA.
The Government has responded by widening the terms of
reference of the LAC, rather than creating a separate committee.
Concluding remarks
The SACTRA report on urban road appraisal is, in my view, a
significant step forward. It is. however. only a step. and a great
deal of research and development is needed before adequate guidance
to practitioners is available.
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Very significant advances have been made in recent years in
urban traffic appraisal, particularly with congested assignment
modelling,
The large amount of effort expended in this area has
been rewarded with models which can predict flows and travel times
to a degree of accuracy previously thought by many to
be
impossible.
It is natural that effort has focussed on this aspect
of the appraisal process, as all the evaluations hinge on the
forecasts of traffic flows and travel times.

9.

10.
11.

Attention now needs to be turned to procedures both before and
after the assignment stage.
A better understanding of traffic
forecasting in urban areas is fundamental.
While, in my view, the
economic evaluation procedures are reasonably well-advanced,
the
environmental appraisal methods need a great deal of attention.

12.
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ECONOMIC APPRAISAL OF URBAN ROADS
Denzil Coombe, Halcrow Fox
(London._March_1987)

in

& Associates

The subject of urban road appraisal 1s one which is surrounded
controversy, not only in its application but in the policies

58

which direct the assessment itself. I freely admit to being, well,
'cynical' about the process as it is at the moment, not least of
all because of what the term implies: 'urban road appraisal'. But
more of that later.
Following the publication late last year of
the Report of the Standing Advisory Committee on Trunk Road
Assessment (SACTRA), the subject has taken on a new topicality.
This state-of-the-art report has become received wisdom in some
quarters, the bete-noir in others; the controversy continues.
The speaker at the TEG's March meeting, Denzil Coombe from
Halcrow Fox, gave an admirable succinct summary and critique of the
main findings of SACTRA from the practitioners' viewpoint.
Mr
Coombe played a large part in illustration of the processes
involved in appraisal. For those who haven't heard, this is a plan
to make Parliament Square a more attractive, pedestrian-friendly
environment in keeping with its status.
Indeed the Prime Minister
has expressed worries about the Square as it is at the moment and
took an active interest in the study.
As Mr Coombe pointed out,
this is one of the few occasions on which both Friends of the Earth
and Movement for London, (the British Road Federation's London
front), have both expressed approval of the same scheme.
The process of urban road assessment is often couched in
technical jargon incomprehensible to the layperson.
Mr Coombe, to
my pleasant surprise, presented the assessment and its failings, in
terms which could be understood by those with no previous knowledge
of the subject.
The general problem with the practice of
assessment seems to be in the use of inappropriate modelling
techniques and appraisal methods.
COBA and the Manual
of
Environmental
Appraisal were designed for the much
simpler
interurban systems, yet are widely used without modification for
urban assessment.
SACTRA does criticise the application of COBA,
but falls short of recommending that it should not be used.
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A recent report from TRRL showed glaring inadequacies in
current traffic models.
COBA, CONTRAM and TRAFFICQ all estimate
delays to motorists and how these change with the opening of a new
road. The models were found to give answers which were not only of
wildly different magnitude, but differed in sign as well.
I was impressed by Denzil Coombe's presentation, but I do not
intend to simply represent his talk here.
He provided a platform
for an interesting. albeit short. discussion of the role of urban
road appraisal and the context within which it is carried out.
Urban road appraisal is exactly that. It is not an assessment
of solutions to transport problems but of one possible (and perhaps
inappropriate) solution.
However, there is no institutional
framework within which to assess alternative
options.
The
Department of Transport is concerned primarily with roads. and
their assessment methods reflect this.
There have been repeated
calls for all forms of transport investment to be assessed on the
same terms.
Last year the Transport Select Committee called for
comparability of investment to be brought in, as did SACTRA.
The
Department has so far failed to act on these recommendations.
The question of economic costs and benefits is highly complex.
Yet in road assessment, it is made to appear very simple: the
economic effects are measured in terms of time savings to drivers.
The Department claims that there are 'wider' economic effects
resulting from a new road, but these cannot be measured, The claim
that new roads will regenerate industry and create new jobs is
often heard, but not substantiated. So when the Department states
that a new road will bring economic benefit, they are talking in
very narrow terms which have the effect of making a road scheme
more financially attractive than it is in reality.
Despite this,
COBA type benefits are still used as the major justification for
new roads.
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The recently published London Assessment Studies, in which
Halcrow Fox took part, have provided an interesting pointer to
future policy.
At the TEG meeting there was a general agreement
that these studies were initially intended to provide justification
for wfdespread road building in London.
Indeed they
were
originally called the 'London ROAD Assessment studies'.
The
exercise backfired on the Department: Londoners do not want large
scale road building, what matters to them is a decent public
transport system and a pleasant environment.
Following the publication of these reports and their technical
appendices (which, incidentally, make very interesting reading),
there seemed to be a notable change in the Department's tone.
It
appeared that they were going to take on board some of the ideas
arising from stage one of the studies in stage two (the search for
solutions).
At a major conference at the Institute of Civil
Engineers, the Department's 'number two' in the Studies team, Rick
Edridge, stated that "competing alternatives would be evaluated on
a common basis of economic appraisal, specifically public transport
and roads investment":
it looked as though some sort
of
comparability was on its way.
The newly published terms of reference for stage two of the
Studies have brought about renewed concern. The option of reducing
road capacity has been ruled out. even though some may see this as
a viable course of action.
There is talk of new road building
which may be seen as premature. On top of this, the Department has
just announced a major new road in the Western Assessment Study
area; so much for considering all the options. Of course, the mere
fact that the Minister of Roads and Traffic is in charge of the
Studies is bound to raise suspicion, especially when the Minister
for Public Transport is keeping conspicuously quiet on the subject.
We have now heard that the value of time for motorists
main component of cost-benefit analysis) is to be increased.

(the
This

will have the effect of making the economic benefits of road
building seem even more pronounced unless alternative solutions to
our transport problems are at assessed on the same basis.
There seemed to be two schools of thought at the meeting:
those who saw their roles as providing the figures necessary to
enact policy, and those who thought that we should question the
policy.
I can understand the former point of view.
Many
consultants are fully aware of the failings of the current system,
but do not feel that they are in a position to rectify them.
A
consultant has to assess a new road scheme within an accepted set
of methodologies and to question those methodologies is outside
their terms of reference. Nevertheless, this organisation contains
considerable expertise which I feel should be brought to bear on
the policy makers.
Yes. there will be occasions when road building is an
appropriate course of action. but it has to be recognised that on
many other occasions it is not.
The current system is undoubtedly
inappropriate for assessing .the relative merits of different
options and is biased towards road building.
The Department of
Transport is a road building authority and its methods reflect
this.
There needs
be a shift in emphasis from 'urban road
appraisal' to 'urban transport appraisal' or even quite simply
'urban appraisal'.
This will not happen unless those of us with
first hand knowledge of the current system make our voices heard.
It was obvious from the ~eting that many of our members are far
from happy with the present state of affairs.
understand that certain of our members feel that they are,
for professional reasons, unable to join the debate - fair enough.
There are,
however,
many other who do not have the same
restrictions. With the Assessment Studies in progress. the climate
is now right for us to have an input into the policies that
determine the assessment process, and to help to produce a

62

63

transport system that really does reflect the needs of society
rather than the desires of one small sector of the population.

become statements of transport policy given the guidelines set
the DTp.

Report by Jeremy Vanke, University of Aston, Birmingham

In conclusion,
the
point was made that
consultants'
evaluations might not coincide with those of the politicians or the
public.

ECONOMIC ASSESSMENT OF URBAN ROADS

Report by Aubrey Benn. CBI

by

A note on the discussions following Denzil Coombe's talk
Answering questions on the Parliament Square proposal, Denzil
said that the Movement for London scheme for a bypass tunnel in the
river would probably be too expensive without marked growth in
traffic volumes.
Regarding the methodology of project assessment and in the
light of the SACTRA report, he felt that proper identification of
the problems would lead to solutions "dropping out".
SACTRA felt
that consideration of the solutions should start with the cheapest
and quickest and then progress to those where the costs and
benefits balanced.
In response to a question on the scope of consultants'
reports, Denzil pointed out that they started with the overall
transport policy given by the client and their job was then to
report and make recommendations on the basis of the facts and in
the light of the policy.
Thus the Parliament Square report was
based on improving traffic flow, environment and safety given the
traffic wanting to use the Square area and not on the basis of
trying to divert the traffic through some other part of London.
The London Corridor Assessment Studies were carried out before
the pUblication of the SACTRA Report and were based on existing
transport policy.
However the Second Stage Reports likely to

BOOK REV IEWS

LONDON REGIONAL TRANSPORT BUS SERVICE TENDERING
University of London, Department of Extra-Mural Studies
September 1986 (£3)
This is a report on a study into the extent to which
independent bus and coach operators have tendered for LRT services.
Prior to the tendering system stage carriage operations were
dominated by London Transport Buses, London Country and to a lesser
extent Eastern National and Alder Valley on the outer fringes of
the capital.
All were publicly owned businesses, the last three
being a par of the National Bus Company. The independent sector at
the time had under 75 companies with experience of stage operations
(which included long distance and occasional services).
Even
amongst these only 7% of the vehicles were "buses".
One of the issues highlighted in Martin Higginson's report is
the attitudes of independent operators - many thought that LRT and
London Buses
had a cosy relationship, that there was subsidy
leakage and cross subsidy and that LRT was a bureaucracy with which
they could not cope.
In all three cases it has become clear that
these were misjudged. LBL has not gained the greater proportion of
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services, and subsidy leakage auditing is a growth area in LRT.
LRT clearly see London Buses as another contractor in a fiercely
competitive area.
Independents complain of not being able to use
London Busos torlll1nnlsand staff facilities even at a price.
The
ownllr~hr,) or bus stations, bus garages and bus stops was never
(!'Jny,rrfodin the act.
If they are transferred by dictum to LRT
I.han LBL as a commercial undertaking looses vital assets (which
have formed an important aspect of negotiations in the sale of
similar properties owned by National Bus Company subsidiaries) but
if the usage of such facilities by all LRT contractors is not
decided upon bus users and other road users will suffer.
Vehicle types continued to present problems; the availability
of conventional buses in the second hand market was limited; some
companies are using new vehicles, coaches, European street buses or
mini buses which in some cases are specified by LRT.
The problems of operating tendered services have quickly come
home to operators.
Complaints about timekeeping and service
frequency under the old monopoly rules were dealt with either by
the bus company policing itself or by a very cumbersome Traffic
Commissioners Court system.
LRT are now looking for a return on
their money. Complaints to them from passengers or other operators
may lead to a loss of contract.
Dr. Higginson points out Eastern
National which has faced difficulties in its Walthamstow (east
London)
operations despite being a company with many years
experience in bus operations using familiar double deckers.
As a supporter of competitive franchising (where all routes
including tendered routes are licensed by the county council) the
report's finding that particularly pleased me was the comprehensive
dislike among independent sector operators of complete deregulation
in London.
If tendering is to be sustained and it has to be for
sound economic reasons, then the type of route franchising being
introduced in London is likely to achieve a more stable and user
friendly form of bus operation than will result from complete
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deregulation of the type being introduced in other major cities and
in the shire counties.
Reviewed by Stuart Cole, Senior lecturer (Transport Economics &
Policy). Polytechnic of North London

PRIVATE SECTOR ALTERNATIVES IN URBAN TRANSPORTATION
Gabriel Roth. National Center for Policy Analysis, 7701 N Stemmons,
Suite 717, Dallas, Texas 75247. USA (January 1987)
With my own reputation for thinking the unthinkable, I can
appreciate the response of many readers to this paper, in which
Gabriel Roth sets out to say the unsayable.
But his forceful
attack
upon the conventional wisdom regarding urban
public
transport is fully documented, and the rigour of his argument is of
a piece with the radical nature of his analysis of the urban
transport problem.
(He extends this, as I have found it necessary
to do, to take in the key irrationality of conventional methods of
paying for the use of roads, and has an example of a bus company in
Bangladesh who actually built a seven-mile road to run its own
buses on.) And how is this for a new look - instead of providing
infrastructure for monopolistic light rapid transit, why not use
the same space for busways over which minibus operations can run in
competition.
Much of Roth's analysis is necessarily against the background
of US urban transport, with its disastrous history of franchised
monopolies that - predictably - became rigid and inefficient.
captured by vested interest in the form of union power, and unable
to discriminate even by off-peak pricing.
Much of it catalogues
planning disasters, such as Metrofail, the local name for the Miami
system. which involves a heavy burden of subsidy. chiefly to the
advantage of the better-off who neither need nor deserve it.
But
throughout this radica1 reappraisal there are issues of principle
that need to be faced up to in cities everywhere. Read it. and you
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can never
again.
Rovlownd

look

at urban public transport in quite the

by .Jo"n IIlhhs,
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same

way

within a network subsidy system.
From 1976 each route had to be
considered by the county council and tenders invited to provide
services required for social reasons.

Principal Lecturer (Transport), City of

"It III 11"/1111111Po 'y tllchrli.£

BUS DEREGULATION IN GREAT BRITAIN: A REVIEW OF THE OPENING STAGES
R.J. Balcombe, J.M. Hopkin, K.E. Perrett and W.S. Clough
Transport and Road Research Laboratory RRI07 1987 (£3)
At a CIT luncheon in London on 27 April 1987, John Moore,
Secretary of State for Transport announced that the publication of
the first reports commissioned by the DTp on bus deregulation would
be available later that week.
They were not available by our copy
date but I hope to review them in the next edition of the TE.

Most counties tried to preserve the previous level of service;
where gaps in commercial services could not simply be filled. for
example
because only part of a route was
not
registered
commercially. it was necessary to provide solutions which were also
consistent
with giving a public service and not inhibiting
competition.
The difficulties were considerable in some localities and the
instability in the commercial market following full deregulation in
January 1987 will make the task of maintaining services even more
difficult.
Most contracts for subsidised services were won by
existing operators but new operators came into the public transport
market in varying degrees in different localities.

An interim report was published in February by TRRL which
examined the opening stages of bus deregulation where quantity
control of buses end in Britain (outside London) and services were
operated either on a commercial basis or with subsidies awarded to
bus contractors on the basis of competitive tendering.

The task of providing passengers with up to date
was generally successful. but the transition period
instability.

The authors admit that when they wrote the report, information
on bus services generally was far from complete and may be
inaccurate.
Changes are constantly taking place and passengers
have yet to get used to new patterns of bus services.
Local
authorities had to assess the pattern of commercial services
offered and decide what additional subsidised services
were
required for social reasons.
For many county councils they were
for the first time forced to do a job they had been required to do
since 1974 - co-ordinate public transport. Some counties had taken
in seriously, others had not; many counties in 1974 had minute
subsidy budgets (of under £200,000) and had appointed staff capable
of managing small budgets.
As subsidy levels increased, it was
often left to local bus companies to decide on service operations

Operators were require to run services for 3 months in the
transitional period but only 42 days notice is now required to
enter or leave a route thus making a county council's task in
providing a comprehensive timetable more difficult.
When the TRRL
report was written there had been little evidence of congestion
from overbusing. and competition has not been common.
Glasgow
provided the largest scale example although other examples on a
smaller scale had been apparent in Edinburgh. Leicester, lancaster
(between public authorities) and between municipal. 'national' and
private operators in the Rhondda and Rhymey Valleys near Cardiff.
However since the initial market restrictions were removed
there has been evidence of movements into and out of the market on
a much larger scale.
Many small operators discontinued their
services, one old established stage carriage company in Neath

timetables
did limit
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(South Wales) blamed deregulation for its calling in the receiver;
other companies with greater financial backing have taken up the
challenge and in many bus company offices in towns of any size the
activities of United Transport (who have introduced services into
Manchester and Preston),
is a major topic of conversation.
Customers have
often found several operators on a route and in
some cases at different times of day, when, for example, the Monday
to Friday 0900-1800 service is provided commercially while the
early morning, evening and weekend services are provided by several
companies under tender but whose tickets are not interchangeable.
The form of full cost contract payment introduced by Gwynedd and
Essex Counties have overcome this and the former has also required
all operators to paint the front end of their vehicles on tendered
services in the Bws Gwynedd livery.
It is only fair to say that some of the changes I have
identified have taken place since the interim TRRL report, and the
reports promised in April by the Secretary of State will perhaps
indicate some of the longer term effects of the Government's
deregulation policy.
Reviewed by Stuart Cole, Senior Lecturer (Transport Economics
Policy), Polytechnic of North London
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rEG NEWS

MEMBERSHIP NEWS
Members will have noticed the request, on the subscription
renewal form, for additional information on the member's address
for correspondence,
occupation, etc., for inclusion in the List of
Members. This is partly to conform with the provisions of the Data
Protection Act and also to give better service to members.

Transport economists tend to move around rather more than most and
it is sometimes difficult to get Journals etc. to members if
addresses are not kept up-to-~ate.
It is important that the
address for regular correspondence is clearly distinguished from
that of the employer or organisation.
It is the latter. if the
member so wishes. that appear on the list of Members, distributed
to members only in November.
Thank you for your co-operation thus far in helping
bring our lists up-to-date.

me

to

There are still some 40 or so members who have not paid their
subscriptions for 1987.
A personal notice will be sent to remind
those unsure of their position in respect of subscriptions but if
these are not paid by the time of the next issue of the Journal
then I am afraid names will be removed from membership lists.
I have nine new members to report this quarter.
Terry Markham (Ove Arup, South Africa)
Ian Richardson (Scottish Transport Group)
Dr Denzil Coombe (Halcrow Fox & Associates)
Sharon Bruce (Wootton Jeffreys Consultants)
Dan Flowerdew (Colin Buchanan & Partners)
Nigel Harris (MVA)
Peter Wild (GP Wild, International, ltd)
James Rodley (training with Ernest Whinney)
David Ling (UMIST)

They are:

Changes in employment or address to note include:
Richard McKenzie (late of TSU, Oxford. now with the Grampian
Regional Council
BRB HQ staff have now completed their move from either
222 Marylebone Road or Rail House, Euston to
Euston House, 24 Eversholt Street, London NWI IDZ
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COMMITTEE 1986/87
STOP PRESS
Chairman
Peter Whfte. Senior lecturer in Public Transport Systems,
Transport Studfes Group, Polytechnic of Central London,
35 Marylebone Road, London NWI 5SL. (01-486 5811 X 298)

ELECTION SPECIAL

Vice Chairman
Peter Collins, Group Planning Manager, London Regional Transport,
55 Broadway, London SWIH OBD. (01-227 3703)

The forthcoming General Election provided an opportunity for
members to examine the transport policies of each of the parties.
This edition is due to be with you on June 7th. thus giving you
time to judge the parties on the most significant aspect of their
policy.

Secretary
David Bruce, Bristol Polytechnic, 15 St. Helena Road, Westbury
Park, Bristol BS6 7NR.
(0272-656261 X2250)
Treasurer & Membership Secretary
Don Box, 73 Silverdale Road, Earley, Reading RG6 2NF.
(0734-64064)
Publications Editor
Stuart Cole. Senior Lecturer in Transport Economics & Policy, The
Business School, Polytechnic of North London, 2-16 Eden Grove,
London N7 8DB. (01-607 2789 X2457)

The manifestos were produced last week by the parties and fast
turnaround by our printers has enabled them to be included in this
rather timely edition.
The manifestos we obtained were (in
alphabetical order):
Alliance (Liberal/SOP)
Conservative
Labour
Plaid Cymru
My thanks to Nick Lester, Committee Member. for his help with
this and my apologies to our members in Scotland and Northern
Ireland - we weren't able to get their manifestos by our deadline.

London Programme Organiser
Roland Niblett, (0892-26608 - Home)
ALLIANCE
Northern Programme Organiser
Chris Nash, Institute of Transport Studies,
leeds LS2 9JT. (0532-31751 X7212)

University of Leeds,

Committee Member
Ernest Godward, 62 Newbury lane, Oldbury, Warley BS6 7NR.
(021-622 5151 X49)

Transport
We will maintain public transport
Wider car ownership has improved the quality of life and
enhanced the freedom of millions of people, which we welcome; at
the same time transport policy has to deal with the problems of
congestion and road safety, which arise from busier roads, and has
to ensure adequate public transport for those who do not have
access to a car. including many women, young people and the
elderly.
While so many people have greater freedom of travel than
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ever before, significant minorities now have significantly less
opportunity to travel than prevfously, especially in rural areas
and some outlying housing estates.
Tho Alliance believes that;
Doregulat10n of bus services under the Conservatives was
botched.
Bus services could only survive if they paid for
themselves, leaving many elderly people and single-parent families
isolated in their own homes.
The Alliance supports comprehensive
competitive tendering for a network of necessary bus services, with
local councils involved in planning and financing them.
This
combines greater enterprise and new ideas with more care for
deprived
groups
and areas.
Local councils and
transport
authorities should use their subsidy powers to ensure
that
essential services are maintained and that public transport in
cities is attractive enough to reduce congestion resulting from
commuting by car;

*

* We will undertake a major renewal of road, rail and port
infrastructure
unemployment;
national heavy
towns, villages

as part of our programme of measures to tackle
we will build more by-passes and a designated
lorry network to get more of the vehicles out of the
and residential areas;

* We will support investment in our rail network both to
encourage the transfer of freight from road to rail and to ensure
that the nations and regions of Britain all share in the economic
advantages of the Channel fixed link;
* The Conservative Government has presided over a decline in our
merchant fleet which threatens our national economic and security
interest. We would entrust the lead role in co-ordinating maritime
policy to a senior member of the Cabinet; and we would seek to help
the industry through the present crisis by positive financial
support and a determination to ensure fair play in world shipping
markets.
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CONSERVATIVE
Effi~ient Transp~rt
The Conservative Government is proud of a record that has:

* modernised the transport system by investing over £10 billion
in the nation's motorways, roads, airports. seaports and railways;
* since 1979 completed over 680 miles of
roads and 67 bypasses;

motorway

and

trunk

* secured greater efficiency by privatising British Airways. the
National Freight Corporation. Sealink and Associated British Ports;
* increased

competition by deregulating
services and abolishing local bus licensing.

long-distance

coach

These measures have laid the foundations of an efficient and
more flexible transport system.
We will develop it further along
these lines.
We are now returning the nationalised bus companies
to the private sector - in many cases to management buy-outs.
We
are also privatising the former British Airports Authority - the
world's leading international airports group.
We are
through:

committed

* new investment

to a major

capital

investment

to build an extra 450 miles of
trunk roads to 1989/90;

* British
years;

programme

motorway

Rail's plans to invest £500m a year over the

next

* private sector financing. construction and operation of
Dartford Bridge and the Channel Tunnel.

and

3

the
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LABOUR
Making travel easier
Eff1ciont, IIIOXPfHl'11vopub11c transport is essential in any
'lor'Il1ly.
!(n'y pollc'lnll
hllve made trvel more difficult by cutting
III'vI.'.II'! lillil 11I1·.1",,!) uµ fares.
Deregulation of buses has brought
• hiHI',
10 UlilllY pllrts of the country both in towns and cities and in
11111
t'urlll areas where efficient and cheap public transport
is so
Important.
Labour will invest to co-ordinate and improve bus and rail
services, which will improve travel and reduce congestion.
There
will be local Transport Plans for every area.
Action will be taken to keep fares down.
There will be good
concessionary fare schemes for local travel for pensioners and
people with disabilities.
We shall promote services for those with special needs, such
as dial-a-ride and taxicard schemes offering cheap travel for the
disabled.
We shall invest to ensure a continuing future for British Rail
Engineering as a high-quality supplier both for British Rail and to
world markets.
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Transport Authority under the direction of a Welsh Senate
ordinate all forms of transport and communication,
and
special attention to the transport needs of rural Wales.

* All parts of Wales must be served by an adequate
public transport. maintained under public control .

Transport and communications
A modern economy requires a modern transport system and if
full employment is to be established throughout Wales the transport
system must serve the whole country.
Under London government only
west east communications have been developed, bringing limited
prosperity to the south east of Wales but leaving large areas
isolated.
Plaid Cymru, the party of Wales, propose a Welsh

system

of

* North south communication must be improved with a modern
highway system linking the M4 and the A5.
The upgrading of the
Merthyr-Newtown-Wrexham road has dragged on over twenty years and i
must be completed immediately while urgent priority must be given
to similar improve~nts on the Carmarthen-Aberystwyth-OolgellauBangor road.
* Electrification of the main north and south railway lines and
all heavily used Valley lines is another urgent priority.
* Major
Swansea.

invest~nt

is essential in the ports of

Holyhead

and

* Short take-off and landing airports should be established in
all parts of Wales, with government support for regular services to
Cardiff Wales airport.

Report prepared by Stuart Cole, Editor
PLAID CYMRU

to coto pay
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