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The Study of Policies in Overseas Cities for Traffic and Transport
(S.P.O.T.T.)
described by Peter Jones began in 1992 and is part of a
research programme by the Department of Transport (DoT) into urban
traffic congestion in Britain, its causes and possible cures. The aim of this
study was to obtain information about traffic, transport and land use
policies in selected mainland European cities, to discover how successful
they had been and whether any lessons learnt might be applied to urban
transport policies in the United Kingdom.
Seven cities were selected to reflect differences in city size, geography and
national and state policies. These were: two large free-standing cities with
conurbation populations over one million (Munich and Vienna), four
medium-sized
cities of half to one million population
(Amsterdam,
Hannover, Stuttgart and Zurich) and one small city (Grenoble).
The objectives of the study were to establish the urban transport planning
framework and identify the main policies in each city. The study assessed
the effect of these policies, identifying the strengths and weaknesses. One
of the main problems was the difficulty of obtaining detailed quantitative
statistics. Table 1 presents some comparative statistics of the seven cities:
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2
Policy Context

...

As in the UK there has. been a large growth of traffic in European cities
due to high car ownership and a move to longer car trips. There is a
recognition in the cities that they cannot cater for increased car use and
preserve the inner city structure. This led to a decision in many cities that
public transport must be improved for city centre journeys, particularly
with the dominance of city centre employment.
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As an example, Zurich's resident population has fallen from 437,300 in
1960 to 356,000 in 1990 with a corresponding fall in resident employees of
68,000. However, employment has increased by 41,400 with in-commuters
increasing by 109,400, of which 55% travel by public transport.
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Within European
cities, a major re-appraisal
with the major
transport!1and use plans of the 1960s now nearing completion.
The effects of re-unification
of Germany and the opening up of
Eastern Europe has reversed the decline of those areas.
In France there is concern for better integration between modes and
land use in urban areas.
Holland is seeing moves towards regionalisation.
General concern to cut subsidy to public transport across Europe.
The implications of rail restructuring.

Administration
There are also a number of administrative characteristics
considered in comparing European cities with the UK:
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A number of changes are taking place across Europe which have an effect
upon transport:
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which need to be

Generally, cities have a great deal more financial and regulatory
autonomy in relation to central government than is the case in the UK
with referenda often being used to decide local issues.
German speaking countries have a distinction between "planning"
departments responsible for all aspects of city planning (inc. roads)
and "construction" departments which supervise road and building
construction
which helps land use/transport
co-ordination
and
attitudes
towards city streets as living spaces, rather than the
"planning" and "engineering" division found in the UK.

Funding
On the question of funding, Europeans
cannot understand
the UK's
attitude to budgeting only one year in advance. European cities have much
more stability and predictability of funding with 4-5 years of funding and
executing 30 year plans. In some countries it was possible to carry funds
forward from one year to the next, or even to raise loans on the basis of
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future subsidy or revenue streams. This proves very helpful when investing
in large scale infrastructure projects.
Germany has hypothecation of part of the fuel tax for transport
although Austria has now abandoned hypothecation.

purposes

Cost Recovery ratios from the farebox varied markedly as shown in table 2,
with a low of 22% in Amsterdam to Zurich and Stuttgart both over 70%.

Table 2: Percent of Cost Recovered from the Farebox
City
%
Comment

Amsterdam
Grenoble
Hannover
Munich
Stuttgart
Vienna
Zurich

22

38
63
63
58
74
40
72

including capital cost on rail infrastructure
excluding capital cost on rail infrastructure
from 40% in 1984
from 43% in 1972
SSB City figure; 45% for the region
City figure; 60% for the region

Evaluation
The move towards package funding in France and the Netherlands has
highlighted the need to adopt a common framework across all modes of
transport. However, there are fundamental differences between countries:
Germany and Netherlands adopt a cost-benefit approach to larger
projects;
Vienna favours a multi-criteria approach;
Netherlands uses CBA for national allocation of transport funds but a
multi-cultural approach for evaluating Regional Plans.

Specific Policy Objectives
There are growing environmental concerns such as air quality and noise,
leading to pressure for reductions. Public transport provision is generally
viewed as the cornerstone
of urban transport policies with rail-based
systems forming the core of the network. Associated policies involve
improvements in road safety by introducing 30 km/hr zones and channelling
traffic onto main roads, restraint on city centre parking, pedestrian and
cyclist facilities and generally a greater emphasis on cities as living spaces.

There have been recent policy shifts such as:
roads as public spaces not traffic arteries,
accessibility rather than mobility,
"necessary" rather than "optimal" mobility.
Other examples of different approaches are:
In most cities (exc. Grenoble) land use and transport are closely
integrated.
Amsterdam has policies of dispersal and Hannover has encouraged
dispersal of offices.
Try to encourage new development close to railway lines.
New rail services influenced residential development but this has led
to overcrowding (e.g. Munich, Zurich).
Cities are now beginning to link parking standards to public transport
access.
Park and ride policies
(eg Munich vs Hannover)
with local
communities having to suffer extra traffic.
Mixed views about Advanced Transport Telematics systems: Vienna
and Zurich rejecting compared to Stuttgart using parking guidance to
reduce cruising and queue lengths.
Public transport provision is integrated rather competitive although there
are some differences of view over the role of each public transport mode.
In all cases, the decision has been taken to treat the various modes as
complementary rather than competitive, each fulfilling a defined role as
part of a cocordinated public transport system for the city:
Buses serve low density areas and act as feeders of rail-based system.
Generally there is through ticketing on all public transport modes.
There is a mix of public and private operators (German speaking
countries) or franchising (France and the Netherlands in future).
Rail provision is often linked to improvements in urban design (e.g.
Grenoble and tramway) and cut and cover in Vienna and Munich
leading to improvements after the cover.
Considerable attention is paid to good interchanges.
Public transport
networks are often very dense, following the
secondary road network.
Several cities plan to increase their rail network (eg. Munich) while
decreasing density of the road network (eg Amsterdam).
Cities trying to deal with orbital movements by new rail services
mainly involving street running.
Growth in public transport patronage has been significant in the last ten to
twenty years as shown by table 3 and has resulted in a significant increase
in mode share among residents:
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Table 3: Growth in Public Transport

Patronage

Increase

City

Dates

Amsterdam
Grenoble
Hannover

1970 to 1992
1975 to 1990
1970 to 1980

Munich
Stuttgart
Vienna
Zurich

1972 to
1979 to
1981 to
1950 to
1985 to

1991
1991
1991
1985
1990

Current
Share

Comment

+ 41% excluding NS services
+ 150% from a very low base
+ 30% most of eighties stagnant,
last three years + 15%
+55%
+29%
+35%
+50%
+30%

30%
15%
22%
25%
23%
37%
37%

This has been largely due to the various forms of pro-public transport
investment policies adopted by the cities (table 4 gives investments by the
cities).
The marked increase in Grenoble shown in table 3 followed a substantial
injection of public funds which followed a general decline in the 1970s
similar to the UK.

Table 4: Total Investment in City Rail-based Public Transport
City

U-/Stadtbahn

Grenoble

FF2.2 bn
[tramway]
DM 2.3 bn
DM5.5bn
OM 1.2 bn
Sh 60bn
SF200m
[tramway]

Hannover
Munich
Stuttgart
Vienna
Zurich

1
2

S-bahn

DM3.2bn
DM3.0bn

SF2bn

Systems 1

Total

£ equiv 2

FF2.2 bn

250m

DM2.3 bn
OM8.7bn
OM 4.2 bn
Sh60bn+?
SF 2.2 bn

925m
3.5 bn
1.7bn
3.5bn
1 bn

include costs of construction (track, tunnelling, stations and signalling,
and new rolling stock.
at October 1993 exchange rates, some of figures have not been
adjusted for inflation.

Public Transport Priority Measures
All the cities had some reserved track for their tram systems, but in most
cases this had not resulted in taking away substantial capacity from cars.
City centres had sections of tram-only streets in many pedestrianised areas.
Only in Zurich has substantial carriageway been taken from general traffic
to give priority lanes to trams. Hannover and Stuttgart had resolved the
conflict by opting for "vertical" segregation
in the city centre and
"horizontal" segregation in the suburbs. There is a widespread debate about
how much priority to give trams with some (notably Zurich) giving absolute
priority.

Impact on Traffic Levels
There is no evidence of a decline in levels of car ownership as a result of
pro-public transport policies. There has been stabilisation or drop in trips
despite increases in car ownership.
Major Road Investment
Many of the cities are major nodes on the national road and rail networks
and there are plans to complete the national road network. However, in
the cities most radial roads were stopped about 20 years ago and orbital
roads are now being stopped, except where there are environmental
benefits.
Traffic Restraint
There has been much talk of the need to restrain traffic but little has been
done yet except by trying to increase the effectiveness of city centre parking
controls. There was concern that the construction
of metro lines had
actually increased the capacity of the (surface) roads and junctions.
Certain cities were restraining car use by re-allocating capacity to other
road users:
Pedestrians
- through pedestrianisation
in city centres and by
installing longer pedestrian phases at traffic signals.
Cycling - by providing cycle lanes on the carriageway and introducing
special phases at traffic signals.
Public transport - by providing reserved rights of way out of existing
carriageway.
The view was expressed that car travel is too cheap and that road pricing
may be necessary to achieve a more favourable modal balance although
such an initiative would require State or national action.
Traffic Calming
Traffic calming is very popular and extensive. The objectives of calming
are safety and as means of reducing traffic nuisance in residential streets,
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with noise and air quality in mind. However, there are difference of view
on whether traffic calming should be backed up by physical measures or
rely primarily on regulatory and driver attitude changes.
There was now a tendency to move away from physical measures
sites because:

at new

of the high cost and therefore the long timescale to implement; and
consequences
of physical measures on emergency services, bus
operators and passengers, and the possible increase in noise nuisance
to residents.
(iii) less need for physical measures once drivers have come to accept the
need to drive more slowly in residential streets.

(i)
(n)

Andrew Spencer (Univ. of Westminster) asked if there was now a move to
contain costs which could lead to a swing away from public transport.
Peter Jones: Referenda are a check to what politicians can do but there is a
lot of scope for greater efficiency.
Peter White (Univ. of Westminster)
noted that bus tendering
in
Copenhagen reduced costs by 15-20%. Competition could lead to more
efficient operations, as for example bus vs, trams.
Ian Gilliver (WS Atkins) asked if there is sufficient information available to
voters when there are referenda.
Peter Jones gave examples from Grenoble and Zurich. In the former, there
was marginal support initially but now there they are in favour. In the
latter case, there was no public support
for major investment
in
underground systems therefore the surface system was upgraded.

Conclusions
Most cities are maintaining
public transport use and cities that have
invested heavily in rail-based public transport have had significant and
sustained increases in patronage. On the question of whether "the policies
have worked?" it is difficult to obtain data similar to that used for
evaluation in the UK, and some cities had judged the success only in global
and qualitative terms. Only where there is a more centralised flllancial and
administrative
control, such as in the Netherlands,
is there the kind of
quantitative data found in the UK
Two main problems remain: (i) trips into the city centre from outside the
city, leading to polarisation
of population
groups, and the lower
attractiveness of public transport in lower density areas; and (ii) orbital
movements around the city centre which are difficult to provide for by
public transport
are increasing due to dispersion.
The major future
challenge lies outside the city centre and revolves around reducing
dependence on the car.
Discussion
Joaquin Aragao (Univ. of Brasilia) asked if there is a trend to concentrate
rather than disperse and is the aim to get more people onto public
transport.
Peter Jones: There is large potential demand so the road network is
saturated. The politicians have stopped trying to get rid of congestion but
improve public transport to take up increased demand. The planning policy
is changing: infilling could reduce trip lengths but new rail lines had led to
some dispersion.
PPG13 is concerned with trying to encourage shorter
trips and creating more choice (choice now meaning preserving or creating
alternatives to the car).

Tom Sansom (HF A) asked where is the most stringent financial appraisal
system.
Peter Jones stated that probably the German system was the most
stringent. The more centralised the system, the more likely they are to use
Cost-Benefit Analysis to give consistency and less political influence.
Lyndsay McDougal (Alexander Gibb) asked if decisions are decentralised.
Peter Jones: The German and Swiss central government pay capital cost
while local authorities control operating cost. The latter do have greater
autonomy for raising money.

Further Reading
Peter Jones (1993) Study of Policies in Overseas Cities for Traffic and
Transport (SPOTT). Final Report prepared for Traffic Policy Division,
Department of Transport, October 1993. Available from Transport Studies
Group, University o!Westminster, 35 Marylebone Road, London NW15LS.
Report by Laurie Baker, Principal Transport Planner, London Borough of
Camden
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ARTICIE

THE RELATIONSHIP
BETWEEN RAIL OPERATIONS AND TRACK
AND ITS EFFECT ON CHARGES FOR INFRASTRUCTURE
Don Box
One of the most intriguing aspects of the government's plans for privatising
Britain's railways has been the attempt to devise a workable scheme for
charging for the use of rail infrastructure by train services. It is, of course,
important to remember that this would not have been necessary had not
the European Commission (EC), at the crucial moment, passed regulations
to (a) make it obligatory on railway administrations
to allow access to
national railway networks by independent railway operating companies and
(b) separate the accounting for railway infrastructure from that of train
operations.
Without these regulations
it is highly probable that the
government's
plans would have been to privatise the railways as one
undertaking or, (more probably) as four or five undertakings, each with its
own infrastructure,
and reflecting the sectorised business so patiently
developed since the early 1980s.
In the event much effort has been expended over the past two or three
years by consultants,
British Rail, Railtrack and the Department
of
Transport in devising a scheme for charging for the use of and access to the
rail infrastructure by an uneasy mixture of the present (still nationalised)
passenger train operating companies, the future franchised passenger train
operators and independent operators including freight carriers. We know
that the announced charges for the present train operating companies are
not the final word (the 'access' element being particularly subject to doubt)
and the Rail Regulator has also expressed certain reservations.
The purpose of this article is to show that much of the difficulty stems from
a major break with the way in which the relationship
between train
operations and infrastructure has developed on British Rail over the past
forty years. To do this it will be necessary to describe and analyse the
history of this relationship and, in particular, the effect it has had upon the
present pattern of train services, which the government has said will be
maintained.
Following this 'history' will be a critique of the current
proposals. Finally, there will be an attempt to offer an alternative charging
scheme.
But to complete these first, introductory paragraphs, a word or two on the
definition of the infrastructure.
Within infrastructure, as present defmed,
must be included terminal costs, and there are proposals for dealing with

these in the government's scheme which will not be dealt with here. The
present article is, in practice, concerned with track maintenance and
renewal, signals maintenance and renewal, signals operations, operations
control, route structure (bridges, tunnels, etc.), electrified track equipment
and the various support services for these functions. These, of course,
constitute the major part of infrastructure costs.
History
From the inception of Traffic Costing on British Rail in the early 1950s
track and signalling costs were treated as indirect costs. (Direct costs,
expected to vary in the medium term with the amount of traffic to be
carried, were largely train operating costs. Administration and 'General
Expenses', plus some elements ofterminal costs, were also considered to
be indirect and therefore not expected to vary with the quantity of traffic,
unless very large changes were involved). When costing specific flows of
traffic, particularly freight, an 'average contribution' to track costs pro rata
to the gross-ton-miles
of the train services currently provided, and of
signalling costs pro rata to train-miles. Services which made ct contribution
to indirect costs, however small, were considered profitable and worth
keeping, in that if they were withdrawn the consequent reduction in cost
would be less than the reduction in revenue. Maximising contribution to
these fixed costs of infrastructure and administration could, of course, be
achieved by diverting train operating resources from services which gave a
poor contribution to those which gave a better. Unfortunately, the sum of
the contributions
fell a long way short of the total costs of the then
infrastructure.
The Beeching Plan was an early attempt to deal with this
problem by, inter alia, proposing a wholesale withdrawal of stopping
passenger trains and closing lightly trafficked routes. But, as we know,
even halving the route mileage (about 20,000 miles before Beeching and
11,000 after) did not solve the financial problems.
The Transport Act 1968 made history by recognising the need for subsidy
of some, 'socially
necessary'
passenger
services,
Individual,
'unremunerative'
passenger services were to be directly grant-aided, The
costing methods to be employed in deciding on the 'unremunerativeness' and therefore the grant-aid - of such services were the subject of a report
by the consultants, Cooper Bros., but, in effect, the 'average contribution'
referred to in the preceding paragraph became part of the costs of the
service for calculating subsidy.
It was never the case that all services failing to make a contribution to track
costs received grant aid under these arrangements, nor that any service
making a contribution was ineligible for grant-aid. The most significant
example of the latter was the special case of London and South East
services on the Southern Region network. There was little freight on this
part of the system, so all track and signalling costs, less a 'wear and tear' 12
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charge for the use of the track by the few freight trains, were charged to
grant-aided passenger services in this area as a group. Within this group
there were undoubtedly services which made. a contribution to track costs.
Such an arrangement could be considered a precursor of the 'avoidable
cost' system of post-1974.

obvious comment that the product of the marginal social costs charged to
then railway users under this scheme would fall dramatically short of the
total costs of railway infrastructure.

It is worth noting that the costs allocated to grant-aided services included

renewal provisions for rolling stock, track and signalling, which was, as it
happens, the general practice for business evaluation work on BR at that
time,
The 1968 system of grant-aid was unsatisfactory in two major respects.
First, the withdrawal of a grant-aided service did not save the costs
allocated to that service (the savings could be larger if a large amount of
track or expensive route structures were to be avoided, but usually they
were less). This was confusing to the uninitiated, both inside and outside
the government. Secondly, grant, in effect, paid for a certain proportion of
track costs, but, unfortunately, the' contributions' of the unsubsidised
passenger services and of freight did not cover the rest, and an overall
deterioration in railway finances began to emerge. The Network Studies of
1971,which were, in a way, a revisit to the Beeching Plan approach, proved
the point that allocating large amounts of comparatively fixed costs
between a large number of services was no help - quite the contrary - to
off-the-cuff decisions about the future of the network.
The failure of the Network Studies to produce a politically acceptable
solution led to the Rail Policy Review, which, inter alia, was charged with
devising a new system of financial support for the railway and therefore a
re-examination of the financial arrangements between the train services
and the infrastructure they used. (The methods employed in charging the
costs of train operations to train services were generally agreed, but the
economic complexities of infrastructure
costs, which amounted to
approaching 50% of total rail costs at this time, were barely understood
and there was little consensus on how they should be treated.)
Amongst ideas canvassed and put-up to the Department of Transport were
schemes for direct subsidy of the infrastructure. (The French railways had
enjoyed this kind of subsidy for some time.) Such solutions were not
favoured by the British government, then or since. It is of interest that the
transport experts of the EC were, at this time, deliberating on the question
of infrastructure charging for all modes of transport. The general opinion
was that infrastructure users should be charged the marginal social costs of
such use - an arrangement which was considered to be particularly
favourable to railways and waterways and to reflect the growing concern
with the social costs of transport, generally. This is not the place to go into,
in detail, the reasons for the shelving of such ideas, except to make the

The British solution was to charge the avoidable costs of infrastructure use
and provision to freight and the residue of infrastructure costs to the
passenger business in its entirety, which then became the Passenger Service
Obligation. The avoidable costs of infrastructure for freight, as calculated,
appeared under three principal cost headings: (1) the 'wear and tear' on
passenger lines occasioned by the passage of freight trains (a direct link
with the special arrangements for Southern Region London and South-East
services under the 1968Act); (2) the costs of additional track and signalling
facilities required by the presence of freight services; and (3) all the costs,
including route structures, of freight only lines. The great advantage of this
avoidable cost approach was that there was no (substantial) allocation of
flXedcosts between parts of the railwaybusiness,
Several important consequences flowed from these new arrangements for
charging infrastructure costs to parts of the business. First, freight was now
clearly a 'commercial' activitywith its own 'bottom line'. There was now a
identifiable quantum of infrastructure costs to which freight, as a separate
business, had to maximise the contributions from the various services it
provided to its customers. Moreover, the major proportion ofthese costs
were 'direct' to individual services and 'avoidable' if the service were to be
terminated for any reason. (The exceptions were principally those freight
only routes used by more than one freight service and the less than
trainload freight services which, of course, are the classic case of the costs
of railway resources, including track,jointlyshared
between many
customers.)
Passenger service changes were, of course, constricted by the provisions of
the Public Service Obligation, but services were still considered profitable,
and worth retaining, if they made a positive contribution to infrastructure
costs. The Profit Planning & Cost Centre Analysis (PP&CCA) system,
whereby train operating costs were attributed to profit centres and
compared with earnings to produce a contribution to indirect costs of
infrastructure
and administration, was the arbiter of comparative
profitability of services and therefore a pointer to where investment and
development was likelyto payoff.
By the early 1980s the government of the day had come to the view that
inter-urban passenger transport should be commercial and not in receipt of
subsidy. This meant that the InterCity sector of the rail passenger business
should be self-supporting and outside of the PSO grant arrangements.
(The practice of grouping the passenger profit centres into 'intercity',
London and South-East and 'other provincial' (later Regional Railways)
was already well-established.
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An early move in the process of establishing a different financial regime for

InterCity services had been to agree a fInancial objective for the totality of
these services expressed as a target contribution to indirect costs. This,
however, was not considered rigorous enough, and various attempts at
producing an allocation system for infrastructure, together with an
acceptable rationale for such an allocation, were pursued during the first
few years of the 1980s.
The principle and practice of avoidable costs of track use (,wear and tear')
and the identification of the additional track facilities, with their associated
costs, required by specific parts of the business, was already well
established in the management accounting system by reason of the
calculation of the freight charge and there was little, if any, dissent from the
inclusion of these techniques within the allocations of cost for the
passenger sectors. The real problem lay with the residue or 'rump' of cost
which was neither a variable cost due to the use of the track nor a specific
cost of facilities required by a particular sector of the business. This is not
the place to go into the complications of the system which finallyemerged the important thing is the consequence, if any, for the pattern of services
then operating on the system and judgments of the comparative
profitability of the services, which will be discussed in the following
paragraph. But it is important, in the context of this discussion, to point
out that this residue of cost was allocated to sectors on the basis of the
major user of each route, but with the constraint that the final attribution
of indirect costs to an 'adjusted' InterCity sector and to the existing
Freight sector was no more than their current or shortly to be expected
ability to pay.
The optimisation of contributions to infrastructure costs of one network
was now replaced by an optimisation within four networks - Freight,
InterCity, London and South-East (later Network South-East) and Other
Provincial (later Regional Railways). The existence of seven PTEs with
their own, specially negotiated infrastructure charging arrangements, made
for complications but the principle of measuring the comparative
profitability of services by reference to their contribution, either positive or
negative, to indirect costs remained unchallenged. As the amount of
subsidy was basically fixed in character it was possible to view it as a
contribution to the fIxed costs (principally infrastructure) if the services as
a whole comprising the sector did make some contribution to these costs
and as covering all its fIxed costs if its services, as a whole, failed to make
any contribution.
The inclusion of specified infrastructure costs within its' bottom line' now
forged a stronger link between train services and infrastructure via the
contribution which these services made to the latters' costs. Moreover,
sectors could now, (in theory at least - practice was a little less sure),
control the use and provision of the infrastructure they needed by
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manipulation of the type and scale of service they provided and thus
promote a reduction in these costs which would immediately improve their
own 'bottom line'. The linkage of train operations and infrastructure
appeared complete.
With the substantial advances which had been made in measuring the
effects of train operations on 'wear and tear' and thus on track
maintenance and renewal costs, it was reasonable to consider such costs
(the variable costs of track use) as part of the direct costs of train
operations. Such costs were, however, only a very small part of total
infrastructure costs, even of track maintenance and renewal costs. The
presence of a very large element of fIxed infrastructure cost meant that
corporate interest had to be recognised if and when sectors wished to
change the fixed infrastructure 'allocated' to them under the new charging
regime. Only if the line was used solely by the sector could it act
unilaterally.
The purpose of this rather long discussion on ways of treating and charging
for track and signalling developed by BR over the past 40 years is to show
that the difficulties associated with the treatment of fIxed costs still existed
at the time of the announcement of the government's intentions on
privatisation and the separation of train operations from infrastructure.
The remainder of the article will attempt to show that the latest proposals
offer no solution to these difficulties and, if anything, are retrograde in that
they undermine much of the progress that has been made in recent years,
The Present Proposals
The principal features of the proposed system as it stands, and subject to
later, as yet unspecified developments, are as follows.
1.

The costs of track use (the only variable element of track and
signalling cost to be identified) are to be treated as directly variable
with the train service provided, but with different rates according to
the type of rolling stock used. This element of cost comprises less
than 10% of infrastructure costs as defined for the restricted purposes
of this article.

2.

The incremental costs of additional track and signalling facilities
required by each train operating company are to be treated as a fixed
cost to that train operating company as a whole, and charged
accordingly.
This element of cost comprises about 40% of
infrastructure costs and includes the full costs of routes currently used
exclusivelyby a particular train operating company.
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3.

The residue of costs (principally remaining track and signalling costs,
signal operating costs, operations control, route structure costs on
routes jointly used by two or more train operating companies and the
various support services) are to be treated as a fixed cost to all
services, and allocated, part pro-rata to the vehicle-miles and part pro
rata to the receipts generated by these services.

4.

Infrastructure assets are to be capitalised and a 'return' on these
assets to be included in their costs and charged to the train operating
companies according to whether the assets fall into (1), (2) or (3)
above,

5.

Electric traction current to be charged as a variable cost to train
operations. (Such costs are, of course, better treated as part of train
operating costs, as diesel fuel is.) The only reason that they are
considered as 'infrastructure costs' is that Railtrack is responsible for
dealing with the electricity supply companies and distributing the
current to the ultimate users.

Several major disruptive consequences to the relationship developed
between train operations and rail infrastructure will follow from the
application of this system of charging for infrastructure.
First, and most obviously, the introduction of a return on infrastructure
assets as a cost will cause a mammoth increase in the apparent 'cost' of
infrastructure to its users. Although there are aspirations for reductions in
infrastructure maintenance and provision costs to come in the future, under
the new regime, no indication has yet been given as to their nature and
where and when they are to emerge; or that they are additional to those
that could have been achieved by the old sector regime, given the tough
financial objectives to InterCity and Freight and the constant downward
pressure on subsidy to Network South-East and Regional Railways.
Clearly, most, if not all of the additional 'cost' will need to be covered by a
commensurate increase in subsidy.
Secondly, the introduction of a return on infrastructure assets into the cost
calculation and the formula allocation of flXedcosts will together severely
distort the hitherto accepted pattern of profitability exhibited by the wide
range of passenger services currently provided on the railwaynetwork. It is
likely that all the former intercity services will require subsidy because of
the additional burden of a return on infrastructure assets. Moreover, the
comparative profitability of the train operating companies as 'divisions',
sub-sectors or constituent profit centres of the former sectors will change
because the method of allocating fixed costs will now be different. No
explanation is offered as to why InterCity services, for some years operating
without subsidy - and frequently complimented on this achievement, should
now require subsidy.
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Thirdly, there is no obvious mechanism for coping with change in the
pattern of services provided. The government gives assurances that the
present network of services will be maintained, but a system which cannot
easily cope with change in any direction will have a limited future. There is
no problem with the variable costs of track use which will automatically
reflect changes in the type and intensity of service offered by the train
operating companies. But will the fIxed cost allocation remain with the
train operating company or franchise to which it was frrst allocated; or will
it be re-assessed to reflect changes in the share of traffic on the route either during the currency of a franchise or at the start of a new one? If the
successful bid for a franchise is less than its allocated cost the difference is
made up by subsidy. Changing the cost allocation will therefore change the
subsidy required. There is the danger that anything more than marginal
changes in service provision on a particular route will make the initial frxed
costs allocations invite contention and, perhaps, ridicule.
There is no provision in the arrangements for deciding which of two or
more franchises operating on the same route should be given the limited
capacity which may arise at a particular point on the network in the future.
There is a connection here with the failure to devise a mechanism for
charging enhanced rates for infrastructure use at times of peak demand.
Such a mechanism - if one were devised, and there are, apparently, still
aspirations - might also introduce further instability into the system, as,
given the requirement that all the costs on a route are exhausted over the
services using it, peak charging would only serve to reduce the residual
costs allocated over all the services.
Finally, there is some disquiet over the apparent bias, in the share of risk
(and profit) between the train operators and Railtrack. If traffic falls off
Railtrack's income will only fall marginally - as a result of reductions in
train service, which will reduce track usage charges and, or course, electric
traction current consumption (these two elements are, however, a
comparatively minor part of Railtrack's costs). Income from the 'fIxed'
access charge will not be affected. (This effect was dramatically illustrated
during the recent signalmen's strike.) Conversely, if traffic increases,
Railtrack will not share to any great extent in the increase in income. A
pessimist about the prospects for railways will consider Railtrack to be
favoured by the arrangements, an optimist will consider it disadvantaged.
An Alternative Approach
If the current proposals are faulty are there other ways of constructing an

infrastructure charging scheme? An alternative will be sketched in
subsequent paragraphs, but as a preliminary it may be helpful to set down a
few fundamental requirements of an infrastructure charging scheme, in the
present transport environment, as they appear to have emerged from the
preceding discussion.
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First, a two-part charging structure, with less reliance on large-scale cost
allocation, will give flexibilityand allow the carrying forward of the already
well-established methods of identifying the variable and avoidable cost
elements of track and signallingcosts into a charges scheme, while allowing
the development
of new methods, not necessarily bas ed on cos t
measurement, to deal with the fixed cost element.
Secondly, the contributions already made by train services to infrastructure
costs must be recognised, whether these are positive (in the case of the
majority of intercity and freight services) or negative (for the majority of
other passenger services). Under the present system, if allocated costs are
less than the contribution, additional profit falls to the train operator, if
greater than the contribution, services which currently are unsubsidised will
appear to need one.
Thirdly, the system must be able to cope with substantial changes to the
pattern of services currently operated, without recourse to cost reallocation between the services presently using the infrastructure.
Fourthly, the financial rewards and penalties arising from increases and
decreases in traffic must be fairly balanced between train operators and
Railtrack.
Fifthly, all the various users of the infrastructure - existing train operating
companies, franchised operators, freight carriers, etc. must be treated
equally by the infrastructure charging system.
It may be that the current proposals

can be modified to satisfy the
criticisms that have been and are still being made of it, and, perhaps, to
satisfy the requirements, which, it is suggested above, are fundamental to
producing a scheme which will last. Nevertheless, an alternative approach,
with principal characteristics as follows, is put forward for comparison and criticism - by anyone who cares to make it.
1.

The variable cost of track use to be the first component of the charge
and to be calculated and levied as in the present proposals;

2.

A toll per passenger-mile or per net ton-mile (in the case of freight)
to be levied in the case of services currently making or expected to
make a contribution to infrastructure charges, the rate being such that
its product would absorb the current contribution to fixed costs;

3.

A subsidy per passenger-mile or per net-tan-mile to be paid to the
operator of services failing to make a contribution to fixed costs, the
rate being such that its product would absorb the service's shortfall on
its current share of fixed infrastructure costs;
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4.

The treatment of the incremental cost of additional track and
signalling facilities required by a particular service to be either as part
of the (variable) track use charge in (1) above, or as part of the fixed
cost, dependent upon whether it is considered advantageous, in the
long run, to enhance the variable cost element (it constitutes a very
small proportion of total infrastructure costs at present) or not.

Some further discussion is needed on the levyingof tolls for infrastructure
use. It is, of course, a return to arrangements very popular with canals and
also with early railways. The infrastructure owner (canal or railway) would
levy tolls per net-ton-mile or per passenger-mile on anyone who cared to
run a barge or train service on his canal or railway. It was the
infrastructure owners way of recovering the largely fixed costs of his canal
or railway and necessarily reflected what the traffic would bear. It is of
some significance that Eurotunnel has chosen to levy tolls per passenger
and per net ton passing through the tunnel to recover a due proportion of
its fixed costs from the through passenger and freight train services.
Tolls could vary according to the type of traffic - passenger or freightconveyed. For example, it is well known that limited stop passenger train
services between large conurbations make higher contributions per
passenger mile than semi-fast passenger services serving a large number of
small stations. Similar 'variations' in contribution are apparent in freight.
Furthermore, additional services - and traffic on existing services - could be
encouraged by low tolls. If a new operator 'steals' some traffic from an
established operator the latter would automatically enjoy a decrease in his
payments to Railtrack. The incentives to Railtrack to provide - and
maintain - a good service to operators are improved as it will immediately
share in the fmancial effects of fluctuations in traffic.
Subsidy rates per passenger-mile or per net ton-mile could also vary with
the type of traffic conveyed, or the locality. It is doubtful if there is much
advantage in paying this subsidy to the train operator. True transparency
of subsidy payments would be better obtained if it were paid direct to
Railtrack. (The services concerned will almost certainly be in receipt of an
operations subsidy and their comparative 'unremunerativeness' is better
judged from this alone rather than confusing the issue with an arbitrary
allocation of fixed cost.) To pursue this aspect of subsidy further: it would
help if, as a general rule, subsidy was divided between that required for
train operations and that for the fixed costs of infrastructure, even if the
latter continued to be paid through the train operating company or
franchisee. This would help with understanding the comparative
economics of rail services and identify the reasons for the greatly increased
subsidies required by the railwaysunder privatisation.
If different tolls and subsidy rates according to the type of traffic conveyed

are applied from the beginning, and more than one kind of traffic can be
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conveyed on a particular service, quite complicated calculations will be
needed to ensure that their product equates to the contribution made or
subsidy required to fixed costs. But subsequent refinement of tolls and
subsidy rates could be gradually introduced to reflect changes in transport
requirements and in competition, and social objectives reflected in subsidy
rates per passenger-mile - all, no doubt, under the watchful eye of the Rail
Regulator. The potential for a significant contribution to the formulation
of transport policy and its execution through a system of tolls and subsidy
for infrastructure seems quite substantial.
.
Finally, a word on return on infrastructure assets. If it must be retained it
would be better treated as a separate requirement and incorporated with
the direct subsidy to Railtrack suggested in a preceding
paragraph.
Obviously it would vary with the quantity of infrastructure
assets, so
closing a line would automatically lead to its reduction.

Notes on Sources
The early 'philosophy' on traffic costing on BR is explained in a note in the
BTC's Annual Report & Accounts for 1951. Chapter 17 (by me) in
'Planning Passenger Railways' ed. Nigel Harris and Ernest Godward,
Transport
Publishing Co. 1992 describes the development
of costing
techniques including the treatment of infrastructure.
Cooper Bros. report
to the Ministry of Transport
and the British Railways Board of30
November 1966 describes the costing system of the railways at that time
and recommends the scheme for grant aid to unremunerative services.
During the early 1970s the European
Commission
issued several
documents
on transport
infrastructure.
In March 1971 it issued a
Memorandum on Pricing and Use ofInfrastructure
in the Framework of
the Common Transport Policy, which discussed several approaches to the
problem of charging for infrastructure use.
My own experience of and involvement in the development of the avoidable
cost approach,
sectorisation
of infrastructure
and discussions on the
present plans for infrastructure access charging is the main source for the
descriptions
and arguments
in these parts of the article.
Phillip
O'Donnell's
talk to the Transport Economists Group on Track Access
Charging in May 1994 (which, I regret, I was not able to attend) was
reported on in the Summer 1994 issue of the journal. This report, together
with the Government's Guidelines on Access Charging of February 1993,
the article in Modern Railways of April 1994 on Train and Track Costs and
the Rail Regulators Consultation Document of July 1994, 'Framework for
the Approval of Railtrack's Track Access Charges', are the main sources
for the analysis of the present proposals and their effect on the comparative
costs of train operators.
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TEGNEWS

MEMBERSHIP

NEWS

Looking back through previous issues of the Journal I realised that there
had been no Membership News for over a year. Also, during this year
there has been a great shake-up in the railways with the introduction of
new companies, new organisations, existing members changing their jobs,
etc. It seemed to me, then, that a listing of both new and old members
currently working in what we might loosely call the railway industry, noting
their new responsibilities,
might both bring members up-to-date as to
where their fellows are now and also shed a little more light on the
complications of last April's reorganisation.
So, in alphabetical
order, we have Alan Bennett as Director,
Rail
Development in Rail Freight Distribution (one of the parts into which the
freight business has been divided). Next, another Bennett (Stephen, this
time), who is Chief Management Accountant for Railtrack. Barrie Boyers
is now Financial Development Director for European Passenger Services
(the company responsible for the British contribution to the rail passenger
services through the 'tunnel'). A recently recruited member, Richard
Davies, is Financial Planning Manager (Privatisation) at BRB Group HQ
and a very recent recruit, Dominic Hannigan, is Appraisal Manager
(Crossrail),
BR London Rail Development.
We return to European
Passenger Services to mention Stephen Hewitt who is Strategic Planning
Manager there. There is still an 'umbrella' organisation at BRB for the
various sub-divisions
of the freight business - Roger Hillard is now
Development Manager for the Freight Group.
The first, in alphabetical order, of our members at Network South-East is
David Howard, a recent recruit, who is Business Analyst there. Next, a
fairly new organisation in the shape of Union Railways (responsible, inter
alia, for developing the high-speed link to the 'tunnel') which is represented
by Peter Kain as Manager, International & Evaluations. Michael Lee, a
member for some years now, has joined the Office of Rail Passenger
Franchising,
as a Franchising
Executive (the ability of the transport
industry to find new titles for its personnel never seems to falter). Two of
our 'long-service' members, Geoff Mileham and Trevor Miller, remain at
Network South-East
and as Planning Systems Manager at BR HQ
respectively. We finish in the real world of railway train operators with the
news that Philippa Sondheimer is now Business Strategy & Safety Manager
at Great Western Trains (Swindon, of course).
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If I have misinterpreted

in any way the information that members have
given me respecting their current jobs, or in any way misunderstood the
current convolutions of the railway industry, please let me know and I shall
be pleased to publish the necessary corrections and bring my own
understanding up-to-date!
Although our recruitment of new members this year has not reached the
dizzy heights of 1993 I am pleased to announce a dozen new names
(including David Howard and Dominic Hannigan, referred to above). The
other ten come from consultancy, in some shape or form. We have two
more members from Halcrow Fox, namely, Graham Carson and Mark
Garlick, Stephen Woodhouse from The MVA Consultancy, Alec Prince
from Ove Arup and Caroline Teo from Transmark. New consultancy firms
(new to us, that is) are Golden River Traffic, represented by MJ. Dalgleish
(Director), Clarke & Co. represented by Julia Clarke, who is the Director
of the Rail Freight Group there, Jonathan Rees at Accent Marketing &
Research and Nigel Ash at Sir Alexander Gibb & Partners. Finally, our
representation 'down-under' is now with Peter Prince of Travers Morgan
(New South Wales).
You can, of course, find more details of members, both new and old employment, telephone, qualifications, etc. - in the List of Members,
published at the end of each year. Errors in this list should be addressed to
me. Thanks to those members who have kept me up-to-date with changes
of address, employment etc. And apologies if either Joanna or myself fail
to keep up with the changes at any time (one member changed his address
three times in as many months!).
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MEETINGS PROGRAMME 1995

Meetings are held .on the third Wednesday of each month at 5.30 for 6pm
at the University of Westminster, 35 Marylebone Road, London NW15LS,
usually in Room 205. The building is on the south side of Marylebone
Road, adjacent to Baker Street Underground Station. Enquiries to the
Chairman, Peter White on 071-9115000 ext. 3104.
18 January

Transport - minimising the costs, maximising the benefits
Matthew Quinn, Transport and Environment Policy, DoE

15 February

The Future of Taxi and Private Hire Car Licensing
Dr. Jeremy Toner, Institute of Transport Studies, University of
Leeds
Note: AGM at 5pm

15 March

Issues related to the SACTRAreport on "Trunk Roads and
the Generation of Traffic"
Dr. Phil Goodwin, Director, Transport Studies Unit, University
of Oxford

19 April to be arranged

Don Box, Membership Secretary
17 May

Validation of the Demand Model for Manchester Metrolink
using Stated Preference and Revealed Preference
Techniques
Brian Vaughan, Oscar Faber TPA

ANNUAL GENERAL MEETING

This will be held on Wednesday 15 February 1995 at 5pm in Room 205,
University of Westminster, 35 Marylebone Road.
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ONE DAY SEMINAR 1995

TEG COMMITTEE 1994(95

A one-day seminar on Private Finance in TransporUnfrastrncture for Public
Use is to be held on Wednesday 22nd February in Room 208 of the
University of Westminster, 35 Marylebone Road. The seminar fee will be
£30 (£15 for members of TEG) - see separate sheet for reply slip.

CHAIRMAN
Peter White, Professor,
Transport
Studies Group,
Westminster, 35 Marylebone Road, London NW15LS
Tel: 0171-9115000 x3104

of major current proposals and related policy issues in this
field will feature speakers from principal organisations currently involved.
Topics will cover:
An examination

Financing the Dartford Crossing

John Mobsby, Head of Project Finance, WS Atkins Consultants
•

The Role of Private Finance Initiative

Douglas Hogg, Private Finance Panel Executive
Rod Hoare, Managing Director, Heathrow Express
Northern Relief Road

David Hawkett, Midland Expressway
Scott MacIntosh, London Transport

1
2

31 January 1995
30 April 1995
30 August 1995
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TREASURER AND MEMBERSHIP SECRETARY
Don Box, 73 Silverdale Road, Earley, Reading RG6 2NF
Tel: 01734-264064

of Camden,

House,

Upper

PROGRAMME ORGANISER
Ian Gilliver, Associate, WS Atkins Planning Consultants, Woodcote Grove,
Ashley Road, Epsom, Surrey KT18 5BW
Tel: 01372-726140 x2737
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