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TRANSPORT - MINIMISING COSTS, MAXIMISING BENEFITS
Matthew Quinn, Department of the Environment
The January talk to a large audience was given by Matthew Quinn
Transport and Environment Policy at the DoEl. The talk was arranged
follows: first, an overview of the general policy issues; second a review of
way in which these are tackled by "Planning Policy Guidance Note
Transport" (PPG13) followed by a discussion of future directions of policy.

of
as
the
13:

General Poliq Issues
Government policy on roads was revised by "Trunk Roads in England: 1994
Review": which stated that "the road improvement programme must be part of a
broader strategy. This must include making better use of the existing road system,
encouraging more environmentally friendly transport, reducing people's need to
travel without inhibiting their freedom to do so. and making them more aware of
the real costs of travel." The policies set out in the 1994 document can be
contrasted with those put forward in, "Roads to Prosperity", the 1989 roads
programme.
The following transport problems can be identified:
the volume of road traffic is set to double by 2025 on current forecasts;
the aviation sector is enjoying strong growth;
the UK has the highest mileage per car and least use of public transport
or cycling than other European countries.
The transport and sustainable development "Big Issues" are seen as being that:
•

the forecast level
environmental and
the forecast level
overall sustainable

of road traffic growth will generate unacceptable
economic consequences;
(of road traffic growth) cannot be reconciled with
development goals.

The present government framework can be summarised as: individuals should
exercise their transport
choices in ways which are compatible
with
environmental goals, such that they:
reflect the environmental and other costs in the price paid for the
benefits of transport;
enable people to enjoy the desired end of access whilst encouraging less
travel by, for example, locating places of residence and work closer to
each other.
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He is now at Government Office for the South West
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The Approach of PPG13
PPG 13 sets out the following key aims:
reduce growth in the length and number of motorised journeys
encourage
alternative
means of travel which have less
environmental impact; and hence
reduce reliance on the private car.
Development of guidance began with the 1990 White Paper "This Common
Inheritance" which sets the scene for the changing government attitude
towards the environmental effects of transport.
In April 1993 the consultation draft of PPG13 was issued together with a
report "Reducing Transport Emissions through Planning". However, these
documents said very little about the transport as opposed to the land use
contribution, nor on changing the underlying trend. In the year following their
issue, the need to address the underlying trend and look at the interaction
between transport and land use in the round came to the fore. The final
PPG13 was also to reflect on how transport affects land use policy and on
reducing reliance on the private car. It aimed to get development into
accessible areas and maintain and develop choice of travel mode.

or a proxy for putting prices on goods and services where the market cannot
place a monetary value? For example a site by a motorway junction is cheap
but this puts a strain on transport infrastructure, i.e. there are a lot of external
costs. PPG 13 can be seen as "preparing, through planning, for prices which
are yet to be paid". There is a need to preserve choice for the future, so that
the costs of taking further measures will be less.
If workplace, homes and activities are closer together, chances are, that
individuals will have more choice as to which mode of transport to use. This
approach can be regarded as promoting accessibility rather than mobility.
PPG13 policies can be seen as a positive step for local economies, taking a
plan-based approach, working through Local Development Plans (UDP in
London and the Metropolitan areas). The credibility of the PPG13 approach
has been established and this is illustrated by developers now seeking in-town
sites.

A PPG13 Good Practice Guide is being prepared to assist local planning
authorities in their Development Plans. PPG13 was prepared against the
backdrop of the following:

PPG13 sets out to try and answer the following questions:
Since we are facing climate change and other environmental disbenefits
associated with rising car use, how can the growth in the length and
number of motorised trips be reduced?
How can reliance on the car and hence the extent of the impacts be
reduced by implementing different land use planning practices?
How can those modes of transport which have less environmental
impact be encouraged?
A Study Tour undertaken by the PPG13 authors suggested that transport
shapes land use, as much as land use shapes transport. The PPG13 approach
goes against the 1980's dispersal mentality, which represents a sea change. The
approach taken in PPG13 can be summarised as:

•
•
•

promote development within existing urban centres;
major generators of traffic must be accessible by non-car modes;
make provision for pedestrians, cyclists and public transport; and
consider the influence of car parking, traffic management, and park and
ride schemes in achieving the objectives.

The previous administration felt that the planning system was constraining the
way markets wished to operate. This led to deregulation being seen as a major
policy objective. However, whether this view is valid depends on the way in
which planning is seen. Is role of the planning system to constrain the market

•
•

The Royal Commission on Environmental Pollution. This was welcomed
by Brian Mawhinney (Transport), John Gummer (Environment) and
Virginia Bottomley (Health), it suggests that a series of targets should be
set for changing current trends;
A change in Transport Secretary. Dr Mawhinney has sought consensus
on transport policy issues. Support for protests against certain schemes
suggest that consensus has not been achieved;
International moves to reduce global warming. For example the Rio
Earth summit;
The Standing Advisory Committee on Trunk Road Assessment
(SACTRA) view that new roads can and do generate additional traffic
which needs to be reflected when assessing schemes2.

Further Work
The preparation of PPG13 and the related policy moves brought to light
several areas where further work might be carried out:

•

a revision of the basis for the National Road Traffic Forecast (NRTF);
a review of road programme priorities and how investment can affect
land use pressures;
the identification of the total and cumulative impact of transport
programs on the environment;
cooperation with local authorities on measures to reduce the demand
for car travel.

2
See report of Phil Goodwin's talk to the TEG in the previous issue of
The Transport Economist
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Much of this is now bearing fruit with the successful local package approach.
It is relatively easy to criticise existing policy and easier still to call for an
integrated transport policy, but difficult to develop a politically acceptable
approach when, for example, 90% of people would like to see better public
transport so that 25% of other people can use it. There will be some hard
decisions ahead.
Discussion
Q: Planning Guidance, in the past, has allowed out of town shopping centres
to be built. However, their construction has resulted in greater distances being
walked, from parked car to shop and has generated greater car use. The
transport impact of allowing such shopping centre construction could be seen
as an effect whose value is not market determined ie this effect is another
externality. In European Union countries 85% of people are prepared to pay
for and/or use environmentally friendly transport modes. However, politicians
do not believe the electorate want to use any mode other than their cars.
MQ: Clearly out-of-town development is a factor in increasing reliance on the
car. We need to be sure that the benefits to the economy are greater than the
external costs that are being imposed: the economic impact of PPG13 is
estimated to be neutral. Werner Broog's work in Germany (cited in UITP
publications) shows that politicians are more conservative in their view of
transport issues than are the public.
David Spurling (American University in London):
Local Authorities
experiencing high unemployment will want to encourage out of town shopping
centre development and be concerned that such centres are not attracted to
competing local authority areas. Therefore, Local Authorities, who are also
the planning authority for their area of jurisdiction, may be working to achieve
different objectives than those specified by the DOE.

5

MQ: There are no specific incentives for out-of-town links but these can
often be obtained as "planning gain". The fact remains that a remote site is
not very suitable for the bus network as it lacks a catchment area.
Steve Atkins (London Transport):
The rate of change of urban land use is
slow. Therefore, is not PPG13 an ineffective means of achieving the target of
reducing individuals dependence on the private car?
MQ: Yes, many changes are very slow but some land uses do change rapidly,
e.g. business parks. Also it is never too late to change!
Jim Llewyllyn (University of Westminster): Given that the former Secretary
of State for Transport (John MacGregor) suggested that the British people
will never be ready for road pricing, how can the guidance given in PPG13
expect to discourage car use?
MQ: The "carrot" and "stick" approach must be applied nearly simultaneously
to sell proposals politically, since a road pricing policy would require
individuals to pay for car use which they probably do not perceive they are
paying for at present. Sticks are not limited to road pricing car parking policy
may be a major element.
Aileen Hammond (Freelance Consultant):
Is one way forward to issue
vouchers for public transport and car use with a bias in voucher distribution
which would give individuals a monetary incentive to use public transport?
MQ: Rationing is unlikely to be an acceptable approach, but employers might
take this line to give employees greater choice.

MQ: PPG13 is part of a plan-led process and must be reflected in all local
plans. Local authorities also have a chance to comment on one another's
plans, and strategic or regional planning guidance can set a framework to help
avoid damaging competition.

Peter Jones (University of Westminster): As was mentioned earlier, land-use
turnover is slow. An alternative means of achieving policy objectives may be to
consider individuals journeys to work, since people tend to react very quickly
when a significant change is made which give alternatives
to them for
commuting to work. For example, when the M25 was opened individuals were
very quick to use this motorway to make orbital trips that previously could not
have been undertaken. Further they were also able to consider the increased
trip making opportunities the M25 created when making home and work
location decisions.

Juliet Soloman (University of Westminster): Are Local Authorities vigorous
enough in their granting of planning permissions for out-of-town shopping
centres?

Given that it is a policy objective to limit car use we have to consider which
categories of trips we are trying to discourage: road pricing leaves the
determination of those trips which will not be undertaken to the market.

MQ: A contract has just been let to investigate the effect of PPG13 on
development plans and TPPs (Transport Policies and Programmes).
Roger Webber (London Buses): It seems strange that there is no fuel duty
rebate to public transport operators, as a means of encouraging operators to
provide services to out-of-town shopping centres.

MQ: Individuals were able to make their home and work location decisions,
following M25 opening because the employment and property markets at that
time allowed them to, people may well now be locked into less than optimum
patterns. To meet the economic and environmental objectives we would be to
have priorities for types of journey.
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Aubrey Benn (Confederation of British Industry):
The CBI have always
contended that the provision of new or improved roads generate traffic.
MQ: SACTRA has acknowledged
dependent on the specific scheme.

the volume of traffic

generated

PRIVATE FINANCE IN TRANSPORT INFRASTRUCTURE
FOR PUBLIC USE

is

Febnuuy 22, 1995

Roger Webber: How do we assess the welfare benefit of being able to visit
attractive destinations more easily?
MQ: The user time savings that are achieved through the provision of
infrastructure and which form the basis for scheme appraisal is a proxy for
these and other welfare benefits. It is already captured in the "value" of a
scheme.
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1HE ROLE OF PRN ATE FINANCE INfIlATIVE

Douglas Hogg, Private Finance Panel Executive
Douglas Hogg was introduced as an Executive in the Private Finance
Initiative, and as a solicitor by profession. He worked for Eurotunnel for
seven years before taking up his present post with the Private Finance Panel.
His frank dealing with the many as yet unsolved problems of private finance
for public transport was very much appreciated, as was his review of the
gestation and subsequent development of the Private Finance Initiative.
His, and the Panel's approach, emphasised right from the beginning, was that
the Private Finance Initiative is 'deal driven', that is to say, each project
thought worthy of some contribution from private finance was to be taken on
its merits and in the light of its own particular and peculiar situation. There
was no strategic plan, either for transport in general, or for transport financing
in particular.
He was ready to admit that this made knowing what was
required rather difficult, and there was no theoretical framework to appeal to
in doubtful cases.
His intention was to firstly deal with how the Private Finance Initiative was
set-up, then to say a few words on what it does, and subsequently use some
projects as illustrations. In spite of his experience with Eurotunnel he did not
promise to, nor in the event did he, include the case of Eurotunnel in his
examples.
The Private Finance Initiative was launched by Chancellor Norman Lamont in
1992 for the funding of infrastructure projects, and the Panel in February
1994. By the end of that year a substantial number of projects had come
through, but there was still a general misunderstanding of what was involved,
and failure to apprehend the complexities.
At this point Douglas Hogg digressed to a consideration of some general
points regarding privatisation, which helped to set the scene for the more
particular case of private funding of public projects. He pointed out that early
privatisation ventures were characterised by expected early improvements in
net revenue. There was also substantial contracting-out of services, notably in
local government~ but also in the nationalised corporations (e.g. an increasing
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proportion of research & development work on British Rail was done by
consultants rather than 'in-house', and, of course, private manufacturing had,
for a long time, played a major role in the design and building of traction and
rolling stock).
The objective of the Private Finance Initiative is to fill the gap between
outright privatisation and the contracting-out of services, by introducing
private finance into what were still public services requiring capital
expenditure.
The expectation was that the private sector, in general, could provide better
value for money than the public sector in public infrastructure
projects.
(Douglas Hogg said there was difficulty in convincing some civil servants of
this.) Services which cannot be fully privatised - for political reasons - stilI
require investment, which the Treasury finds increasingly difficult to fund and
for which the private sector is increasingly looked-to to supply. The problem
is how to disaggregate such industries in order to facilitate the sought-after
introduction of private finance. Industries can be broken-up vertically (e.g.
the railways are 'divided' into operations,
rolling stock provision &
maintenance, infrastructure provision & maintenance) or geographically.
Providing capital from private sources will be of benefit to the taxpayer, and it
follows that the greater the proportion provided from private sources the
greater the benefit to the taxpayer, in the short-term. But there is the major
problem of identifying and measuring the risk which can be off-loaded onto
the private capital provided in industries which remain in the public sector.
There is a major difficulty in judging the amount of risk inherent in a privately
financed public infrastructure project.
On the question of value for money, there is great variety in projects which
inevitably reflects on 'value for money' considerations. The size of the project
is very important, as must be the proportion of private capital provided to
total capital requirements.
It is clear that there cannot be a set of rules to be applied to all cases. A
'common-law' approach was tried by building-up 'case law' from a sequence of
projects, and precedents began to be set for different kinds of infrastructure rail routes, urban infrastructure
as contrasted with rural, etc. Further
'conceptual' problems existed in judging the appropriateness
of private
finance in particular cases. Who is the ultimate payer for the 'benefits'
received - the 'customer' (e.g. for the use of a bridge), or the taxpayer (e.g. for
the provision of a prison)? Then there is the point that the prime objective of
the private sector is to maximise net revenue and this could sit uneasily with a
regulated utility.
The speaker thought that in some cases there was no need for a regulator at
this stage. Existing railways, where regulation will already be in place, are a
special case.
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The Northern Line case brings to notice an interesting departure from the
conventional
approach
to purchasing
rolling stock from a private
manufacturer. Instead of private capital funding the building of the required
number of vehicles which were then leased or otherwise made available to the
train operator (in this case London Underground), a further intermediary in
the funding chain was provided whose function was to provide train hours,
rather than trains, to the ultimate operator. Thus London Underground
acquired a service rather than an asset. The key question is the use to be
made of the asset over a period of time. Therefore the expected performance
of the asset in its ultimate use is crucial.
Douglas Hogg then returned to the importance of the type of scheme under
consideration when attempting to judge the efficacy of the Private Financing
Initiative. He considered that high capital cost projects with low operating
costs disproportionately difficult to privately finance, as there is usually a high
incidence of financing costs.
The private sector is relatively inexperienced in dealing with the sort of
problems associated with large public infrastructure schemes. So, quite
recently, there has been an increase in personnel who can be introduced into
the interested parts of the private sector to help with difficulties as they
emerge.
The speaker summed-up the present aims and objectives as:
•
Get a lot of deals done (the objective being to 'do deals', not form a
strategic plan).
Build-up a cadre of personnel skilled in the business of analysing and
managing risk.
He thought that the principle requirements at the moment to make the Private
Finance Initiative a success were:
The banks need to be persuaded to take long-term risks
Operators must state the risks they are prepared to absorb
There is a need to create an 'industry' of private finance initiatives.
But he thought it still too early to judge the success of the Private Finance
Initiative in terms of net benefit to the Government.
Questions started with one about the Northern Line rolling stock case. Rod
Hoare, of Heathrow Express, wanted to know who runs the trains and makes
day-to-day decisions. The speaker answered by describing the financing
arrangements which would have applied prior to Private Financing Initiative
and those now envisaged. Formerly, GEC (the manufacturer) would provide
the required trains (worth £400m) to LUL. The new arrangement will be for
banks to provide funds to GEC and 'operators' (a misleading term - not to be
confused with train operators, LUL) whose function will be to build and
maintain the trains. LUL will pay a fee per train-hour to the 'operator' and
LUL obtains its income from fares and subsidy. The question remains - does
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this arrangement provide a cheaper service to LUL? What is the cost/benefit
ratio? How does one measure the net social benefits of maintaining the
Northern Line?
David Starkie (Putnam, Hayes & Bartlett) said that something rather similar
to that described in the previous question and answer had been done by Local
Authorities for many years. He had in mind rubbish disposal as an example.
Contractors obtain assets in a similar way to the 'operators' in the Northern
Line scheme. In reply Douglas Hogg agreed but claimed that the major
advance lay in extending the arrangement to large capital projects. He
believed that much thought was still needed on the practicalities of such
arrangements for large capital projects.
David Starkie further asked if there was a revenue risk transfer. The response
was that each case had to be dealt with separately as there was a wide range of
possibilities here.
Andrew
transfer
transfer
speaker

Loewenthal (Profina Associates) inquired if the Treasury rules on risk
will be made generally available. Furthermore, will evidence of risk
and value for money be made available for each project? The
gave an unequivocal 'yes' to this question.

The session ended here. The dominating feature, several times mentioned by
the speaker, was that there was no underlying theoretical underpinning for the
Private Finance Initiative and that each case presented its own problems and
had to be taken on its own terms. Inevitably, there was the implication that
not all public infrastructure
provision could be privately financed, even
partially. The continuation of operating subsidies to socially necessary services
raised the problem of funding of renewals, particularly for railway rolling
stock, track and signalling. The transfer of risk to the private sector must raise
the overall cost of finance and there seemed to be, as yet, no firm view as to
what proportion of risk should be so transferred. It was difficult to judge the
efficacy of private sector involvement in the financing of large infrastructure
until comparisons of the long-term costs and benefits between the alternative
public and private financing of a range of such projects had been made. But
Douglas Hogg's address did make this reviewer, at least, re-consider the basic
problem of how best to finance large infrastructure projects in transport for
the long-term advantage, and for this one must be grateful. Undoubtedly, the
proof of the pudding will be in the eating!
Report by Don Box
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1HE FUNDING OF TIlE HEAlHROW

EXPRESS

Rod Hoare, Managing Director, Heathrow Express Ltd.

Rod Hoare's background
engineering or finance.

is in aviation

and shipping,

not in railways,

Heathrow Express has taken a long time to gestate, but the financial
procedure has been simple. However, there are future extensions in the
pipeline which will cost up to £160m while there is also a proposal to lease
Gatwick Airport station in order to make improvements there; all these will
raise complications.
The Private Finance Initiative Panel seems to be motivated by large projects,
say those costing £100m or more, but less so by ones costing £3-8m (which are
also of less interest to banks). Lord Caithness recently said in the House of
Lords that there was a need to educate the private sector in the concepts of
risk transfer and value for money. He alleged that there was much uncertainty
in the private sector as to what the risks were and how much of these risks
they might eventually have to bear. Consequently it is hard to imagine a
standard form of Private Finance Initiative deal for transport infrastructure.
Heathrow handled 45 million passengers in 1994 and this is expected to rise to
£54 million in 2001 and 80 million in 2016 (assuming Terminal 5 goes ahead).
However, its international position is under threat from European airports
which have good dedicated rail links. Heathrow Express would link all four
existing terminals to Paddington with trains at 15 minute headway, taking 1216 minutes. In its first year it is expected to carry six million passengers. Work
began in Autumn 1993 and is expected to be completed by December 1997.
Railtrack is responsible for the work on the historic Great Western line (12
miles) and British Airports Authority (BAA) for work on the five mile link to
the airport itself, with associated tunnels and stations. Some work on the
latter was at the time of the seminar suspended owing to the collapse of a
tunnel, and resumption was awaiting the Health and Safety Executive's
decision as to the suitability of the New Austrian Tunnelling Method for part
of this project.
In 1987 the Heathrow Surface Access Study was commissioned by the
Government. It looked at the scope for improvements to the Piccadilly Line,
new roads, various BR schemes and light rail links. It concluded that the
Great Western line into Paddington would be the best solution. That
November the British Railways Board (BRB) and BAA agreed on a joint
scheme, embodied in the Heathrow Rail Bill which received the Royal Assent
in May 1991. According to the original terms of the agreement the £320m cost
of the scheme would have been borne by BRB and BAA in payment for
construction work on their separate territories, while BRB would have
operated the service with BAA managing the commercial side of the
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enterprise. BRB would have received a guaranteed return on the investment
plus payment for access to its tracks. BAA would have carried most of the risk
and earned most of the profits. However, the agreement lapsed in 1991 as no
funds were forthcoming from either partner. (BRB was heavily committed to
investment in safety measures following the Hidden Report, while BAA was
involved in difficult negotiations over landing fees). Following a review in
1992 a private sector limited company was proposed and would be empowered
to take out loans; BAA and BRB both were to have small stakes in it. Again,
though, this was not implemented because the failure of OrlyVal in Paris had
made the financial markets uneasy.

Discussion

At the end of 1992 a final agreement was reached on a joint venture for
Heathrow Express Ltd, whose equity would be held by Heathrow Airport Ltd
(70%) and BRB (30%). The rest of the capital needed was to be raised by
BAA from various sources. Until 2000 the funding will appear on BAA's
balance sheet; subsequently the assets and debts will be transferred to a new
company which will be floated off. BAA is thus taking all the risks in
construction and 'in the early years of operation, cost overruns, and it is then
intended that the new company can be floated as a going concern.

Sheila Farrell asked whether the company was employing any special
techniques for managing risk. Rod Hoare said that BAA, which was bearing
most of the risk, had procedures for risk management, for instance in relation
to contractors' costs.

The long term interest rates for debt capital are still low and the loans already
raised amount to some £120-150m over 15 years. These will be transferred to
a new entity when the new company is floated. The major funding source
currently comes from two banks and others are being sought.

Martin Higginson observed that if Crossrail were built it would greatly
improve access to central London and asked whether BAA would be happy
with this or whether it would interfere with the setting of commercial fares.
Rod Hoare supported Crossrail and welcomed the prospect of through
services, nor did he feel any cause for concern about competition from other
links such as London Underground. Their effect would be to increase the size
of the overall public transport market. It was also quite possible that Crossrail
trains might run through to Heathrow, and Heathrow Express trains across
London via Crossrail.

BAA is carrying the short term debt. The risk of long term interest rates rising
is thought to be low, and short term funds are being raised as required. BAA
is regarded as a creditworthy company and despite the recent collapses of the
tunnels the banks remain generally enthusiastic.
According to a financial model, the scheme's costs can be recovered from
fares. The level of the fares will be determined about six months before
opening and will be set commercially.
The Heathrow Express demonstrates that the public and private sectors can
work together, but its gestation took a long time. Under the 1994 Railways
Act BRB and Raiitrack were split up; BRB retains its stake but Railtrack is
carrying out the infrastructure work - a state of affairs which offers ample
scope for confusion.
Be that as it may, the BRB share of the work is
progressing well and is unlikely to be affected by the throes of privatisation of
the railway companies (or, indeed, Railtrack).
However, the intended
extension to Terminal 5 and the proposed London Underground extensions
will raise financing problems.

Peter White asked whether through tickets would be available beyond
Paddington. Rod Hoare stressed two aims: to offer opportunities to that 70%
of the market which was non-London
with through tickets to major
destinations, and to persuade overseas travel agents to sell Heathrow Express
tickets as part of a package with the air ticket. In subsequent discussion it was
clarified that the intended "market" for Heathrow Express is both UK and
overseas (i.e. incoming air passengers) with the latter comprising the "nonLondon" 70%.

Peter White asked about the expected rate of return. Rod Hoare replied that
BAA wanted a 12% return; for comparison Heathrow Airport currently
realised a 10.6% return.

David Starkie asked whether Heathrow Express trains' loading gauge would
allow them to run onto the Metropolitan Line. Rod Hoare said this would not
be so because the new trains are being built to a length of 23m which will be
too long to run on the Metropolitan Line. Were Crossrail not built, new stock
could be provided for the purpose; the required investment would not be too
great.
Martin Shenfield asked about Heathrow Express' capacity and potential to
expand. Rod Hoare envisaged that with six-car trains and a load factor of
55% (excluding standees) capacity would be adequate in the short run and the
stations would allow eight-car trains. By 2016 the system was expected to be
carrying 10.5 million passengers a year, but seating capacity would still suffice
(though this does not take account of any integration with Crossrail).
Richard Dunmore suggested that competition from London Underground
would be strong; its fares and headway would be less and it could offer a wider
range of destinations in London. To what extent could Heathrow Express
expect to charge a premium fare? Rod Hoare offered two answers. From the

14

commercial perspective, the experience of Gatwick and CAA projections
suggested that a fifteen minute interval service taking fifteen minutes to
Paddington would attract six million passengers in the first year, and this
finding appeared to be supported by market research. From the economist's
perspective, Gatwick Express was poorly marketed overseas and by the
airlines; consequently the aim was to market Heathrow Express strongly to the
airlines in order to "capture" passengers before they had even arrived at
Heathrow.
Russell Matthew pointed out that Air Traffic Control in the Heathrow area
will be transferred to Brussels at the end of 1995 - would not this affect the use
of Heathrow and hence the market for the Express? Rod Hoare said that
there would be no effect; Air Traffic Control could not prevent airlines flying
into Heathrow, but on the contrary would ease the current congestion in the
skies.
Concluding, Peter White alluded to the problems of buying RER tickets at
Paris Charles de Gaulle Airport, and commended Heathrow Express'
intention to market its service abroad.
Report by Andrew Spencer, University of Westminster
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4.
FORECASTING FOR THE BIRMINGHAM NORTHERN RELIEF
ROAD
David Hawkett, Midland Expressway Ltd
David Hawkett addressed three areas:
1.
2.
3.

The project itself - what and where it is, and who is promoting it.
The process of forecasting traffic and revenue for the scheme in rather
more detail.
Comments on dealing with the situation where there are revenuemaximising tolls.

Hawkett added a disclaimer: the Birmingham Northern Relief Road (BNRR)
is currently at Public Inquiry which started last June and what he had to say
were his own views only and not necessarily that of his firm.
The BNRR scheme
BNRR is a proposal to build a motorway of dual three lane standard to
provide an alternative
to the most congested part of the M6 through
Birmingham, from junction 4 to 11. The promoter will pay all the costs of the
road, in return for being allowed to collect tolls.
This part of the M6 is regularly congested, with annual average daily traffic
(AADT) of about 13S,OOO vehicles per day (two-way). The alignment is urban,
with some closely-spaced
junctions
and consequently
high weaving
manoeuvres.
Stop-start traffic is normal in the peaks and not uncommon
outside the peaks. The journey time can be between 2S minutes and over an
hour.
BNRR follows the routes of the existing AS, A38 and A446, parallel to them
and rarely more than a few hundred metres from them. It therefore avoids
cutting a new corridor. Also, by going near Lichfield and Tamworth, BNRR
allows better access for people living to the north-east of Birmingham to the
motorway network. Indeed, a significant part of the scheme's revenue is
expected to come from drivers who do not want to go from end to end of the
scheme. The existing A-roads connecting to the motorways are congested at
peak times.
BNRR will link to an unusually high number of motorways, joining to the M6
north and south, M42 north and south, MS4 and (if it is built) the Western
Orbital Route (WaR). It would form part of an orbital motorway round
Birmingham, if WOR goes ahead. However, BNRR is not being promoted on
this basis. In fact BNRR is in some respects complemented by WOR (as they
form part of a ring) but in other respects they compete (as WOR provides
drivers with a cheaper north-south
route); so the net effect of WOR on
BNRR is small.
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The scheme was prepared as a normal, Department of Transport scheme that
reached Public Inquiry in 1988. After the Inquiry came the Green Paper "New
roads by new means" (1989), and the government decided to offer BNRR to
the private sector. Midland Expressway won the competition,
and the
concession was signed in 1992.
Following consultation and some changes to details of the route - chiefly in the
number of junctions - draft orders were published last year followed by the
Public Inquiry, still sitting. There are roughly 10,300 objectors. This will be
followed by the Inspector's report and the Minister's decision. If all is still on
course the detailed design and construction will follow, allowing the road to
open sometime around the end of the century. To put it another way, the
promoter must wait until the next millennium before he gets a penny in
revenue.
The promoter, Midland Expressway Ltd (MEL), is SO-SO jointly owned by
Trafalgar
House and Fintecna.
Trafalgar
House is Britain's
largest
international
engineering and construction
organisation.
It is the main
shareholder in the Dartford Crossing concession, and has notable overseas
private finance concessions - such as having won the concession to build the
second Tagus crossing in Lisbon. Fintecna is an Italian organisation with State
origins. Its interests include Autostrade, who are operators and constructors
of just over 3,000 Krn of Italian tolled motorway - that is, the equivalent length
of the whole UK motorway network. So MEL has behind it the size and sort
of experience needed to take on what is a large and relatively risky project.
The Concession Agreement
The Concession Agreement (a weighty, legal document) sets out MEL's
obligations. First, of course, MEL must physically construct the road, and find
the finance for doing it. This includes all the detailed design, which must
conform at least to DoT minimum standards. MEL is free to adopt a more
generous specification
if it wants. The design must broadly follow the
Department's original route, but can be varied, particularly for junction layout.
The road has to go through the highway planning process including
consultation, publication of draft orders, receiving objections and a Public
Inquiry. This adds considerable delay and uncertainty for the promoter. Fifty
years after opening, the road must be handed over to the Department, in good
condition and without debt.
MEL is allowed to charge a revenue-maximising
toll. The opportunity for
charging a high toll is limited, however, by the existence of free alternative
roads for the whole length of BNRR. There is in principle a second limit to
MEL's profitability, namely the length of the concession period. The actual
toll level currently envisaged is about £1.70 for cars and £3.00 for lorries.
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Toll collection
Throughout the design and operation of the BNRR, one principle must be
kept in mind: to be successful, the road must attract users, who always have
the option of a free alternative. Toll collection has been designed to be as
painless as possible, in that drivers are only stopped once. There is one toll
barrier for each direction on the main line, and also barriers on exits before
the main line barrier and on entries after it.
Technically, this is a single toll, open toll system. In an open toll system,
drivers are charged a fixed amount to pass a toll barrier, no matter where they
have come from. (In a closed system, drivers collect a ticket on entry to the
system and pay on exit.) Open systems can, in principle, stop drivers several
times but here it is just once. Contrast this to the situation several hundred
years ago, in the last toll road era, when the traveller from London to
Birmingham would be stopped 32 times to pay tolls.
Advantages of a single toll include simplicity of collection, less area taken up
with toll plazas, and only one stop. It also discourages drivers from using
BNRR just to get past a bottleneck on the free road network, and then
hopping back onto the free road. The main disadvantage, compared with a
closed system, is that we may be losing revenue by not attracting drivers who
would like to use BNRR for a short distance but who are deterred by the
amount of toll.
Electronic toll collection has been considered but is not currently proposed.
Its disadvantages are that the technology is not yet proven, and since not all
vehicles would be equipped provision would need to be made for the casual
user. And without barriers it is harder to chase people who cheat the system.
Forecasting of traffic and revenue
Traffic is forecast in two main stages. First a conventional traffic model is used
to find the number of drivers who would use BNRR if it was free. Then, in a
separate step, the proportion of those drivers who would be willing to pay the
toll is estimated.
The traffic forecasting to find the number of drivers who would use a free
BNRR is done using a conventional capacity-restrained traffic model.
To find the proportion of drivers who would pay a toll, two basic methods
may be followed:
(a)

Insert a time penalty into the traffic model (or possibly a separate, mode
choice type model); the size of the time penalty would be related to the
toll level and to the value of time. This method is simple to carry out
and, being analytical, it can be used to find out the effect of changes to
the scheme proposals, or to the toll charge amount and system,

congestion and so on.
This method has drawbacks. It requires a suitable value of time to be
determined. It makes for more modelling complexity if account is to be
taken of different individuals' willingness to pay. And, most importantly,
it focuses attention onto time savings alone.
(b)

Use market research to find the proportion of drivers who would pay, by
asking a sample what they would do under various circumstances. The
main advantage is that route quality factors, besides time savings, are
taken into account - particularly journey time reliability. Also, market
research will take some account of population variability. And it is
conceptually simple.
Its disadvantages include the need to undertake quite large-scale market
research. It is harder to carry out in the traffic model, and to generalise
the results to look at changes to the scheme and so on. It depends on
the validity of the market research.

For BNRR, the decision was made to take the latter, market research, path.
However some back-up work using the first, value-of-time based method has
been done to check that the market research results compare reasonably well.
The market research consisted of asking many potential users of BNRR
whether or not they would use it - a Stated Intention survey - with a sample
made up, as far as possible, of drivers on routes who might use BNRR. Since
interviewing was not possible on motorways, other sites had to be used. There
were 5: one on each of the A5 and A38 (the existing all-purpose roads), one
on the M6 Junction 13 on-slip, and two on motorway service areas on the M6.
The questionnaire was in two parts. A Stated Intention series of questions
asked whether or not respondents would use BNRR, for different tolls and if
it was free. These were the results used to prepare the main forecasts. In
addition, a Stated Preference series of questions was included. These were
used to give values of time and other effects, such as the value of reliability of
journey times. These were used in checking the validity of the Stated
Intention results.
Drivers were stopped using Roadside Interview methods. After a few initial
questions, they were handed self-completion questionnaires to return by post.
There was an average of 1,000 interviews per site and, in total, 2,000
questionnaires were returned.
There were two questions that were the key to finding what proportion of
drivers on a free BNRR would be prepared to pay the toll. Respondents were
shown a road map of the area including BNRR and WOR. They were asked,
for their current journey ...
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If BNRR had been open for this journey, how likely would you have been to
use it?
If they were at all likely to use BNRR, they were then asked:
If the toll had been [between 50p and £6J, how likely would you have been
to use the road?
The ratio of those certain, very likely or fairly likely to use the road at a given
toll, compared to those similarly likely to use it if free, gave the proportion
likely to use the road at any given toll. So, by comparing the ratios at different
toll levels, a demand curve could be derived. This was repeated for different
times of day and vehicle classes. Curves were also derived separately for
drivers who would use the full length, and for those who would only use it for
part of its length. From the demand curve one can easily find the revenuemaximising toll. Knowing what that is, one can then apply the demand curve
to the traffic forecasts.

time savings to traffic on the whole network, caused by the presence of
BNRR, would also vary considerably.
This gives rise to the relationship
between value of time saved by network users for a given reduction in toll,
related to the revenue that would be foregone. (Time savings and loss in
revenue are both related to the situation at revenue-maximising toll.)

Figure 1: Effect of Reducing Tolls

Value of
time saved

Cost

4
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For the main forecasts used in assessing the traffic effects of the BNRR, a
time penalty was inserted into the traffic model. Whilst the time penalty was
broadly related to the toll level divided by value of time, it was not determined
as such. Instead it was adjusted until the proportion of drivers retained on the
BNRR agreed with the market research.
Some consequences
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Since BNRR will operate at a revenue-maximising toll level, we know that the
elasticity of demand with respect to toll price must be 1.0, assuming that the
toll has been correctly set. There are very few road tolls with such a high
elasticity anywhere in the world, since it is usual that the toll level is controlled
to a value where fewer vehicles would be deterred. Elasticities of one or more
may be common in public transport and with other goods and services, but for
road tolls they are not.
Since elasticity is one, there is no scope for MEL to be allowed to gain more
revenue by putting its price up. The only way government could allow MEL to
gain more revenue would be to extend the concession period beyond the
present SOyears, but the extra NPV after discounting would be negligible: if
annual revenue was constant, the increase in the present value of revenues by
extending from SO years to 60 years, say, would be little more than 1%
(discounting at 8%).
The toll level is chosen to maximise revenue. But if one plots revenue as a
function of toll level, it is fairly flat in the area of interest. For instance,
varying toll level from £1 to £2 (ie from below to above the revenuemaximising value of £1. 70) may cause only a few percent change in revenue.
However, the flow on BNRR would vary greatly, nearly halving. There would
be a commensurate change in flow on the parallel roads, such as the AS. So

This graph is illustrative only: it is based on a simplistic analysis that ignores
effects such as congestion altogether. The general point it makes is that, if a
buyer could be found, MEL could sell time-savings on the road network
cheaply! This is, of course, of academic interest only: no one is seriously
suggesting it.
Conclusion
In conclusion, I hope that the project will go forward successfully: that
depends on the Inspector's Report and the Minister giving their blessing. I do
believe that the design now being promoted has genuinely accommodated all
reasonable objections, as far as possible. Provided all goes to plan, BNRR will
provide a route that offers freedom from congestion to those for whom its
worth paying for; a relieved free network for those who choose not to pay; and
possibly a little money at the end of the day for its shareholders.
Discussion
David Hawkett explained that the flat fare (£1.70 for car, £3 for HGV)
discourages hopping on/hopping off the toll road.
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Peter White (Univ. of Westminster) suggested there might be a revenue
incentive to set tolls high. If traffic levels are high then maintenance costs are
high. Was Midland Express [MEL] looking more closely at HGV tolls?
Hawkett said maintenance costs are not a high percentage of total costs.
In response to Peter Collins (London Transport Planning) Hawkett said he
was unaware of the specific criteria on which MEL won the concession, but it
was a free-standing private sector scheme.
Dick Dunmore (Coopers & Lybrand) observed that ME were not taking much
risk on revenue. Based on Hawkett's figures tolls of £1 and £1.70 per car
appeared to give similar revenues. He was concerned that Government and
its advisers had not pushed ME towards the "pile them high/sell them cheap"
position in order to maximise benefits
to the community.
This was
unfortunate.
Hawkett commented that a small change in revenue implied a
large difference in profitability. It might be argued that in terms of costs and
benefits the BNRR should be free.
Martin Higginson (Confederation of Passenger Transport) observed that new
roads generate traffic and that some thought such generation was 'bad.'
Hawkett said MEL had not considered generated traffic, but tolls would
reduce generated traffic volumes.
In response to Jon Rees (Accent Marketing and Research), Hawkett said that
less than 50% of BNRR trips would be through traffic.
Martin Shenfield (Berkeley Hanover Consulting) commented that there
appeared to be no transparency in the Midland Expressway agreement. On
the topic of forecasting, the Birmingham WOR is planned to be a shadow toll
road. There was also the possibility of electronic tolling which may lose traffic
from M6. To what extent had MEL taken account of losing traffic to WOR
and of electronic tolling? Hawkett replied that the do-minimum network
included WOR without tolls. However its effects are small. In response to a
further question Hawkett confirmed that there was no Dartford/ELRC clause
in the BNRR contract.
David Starkie (Puttnam, Hayes & Bartlett) disagreed that the benefit/cost
ratio would be maximised if the toll road is free. The economic optimum is
probably to have a small toll on BNRR. Without tolls on either road, both
roads would be congested. Hawkett agreed; when he had said no tolls he was
ignoring congestion effects. There should be enough of a toll to permit people
with high values of time to use it and allow non-toll payers to gain.
Aileen Hammond (Independent Consultant) was bemused at the elasticity of
demand with respect to toll price being unity. The operator
gains as
congestion increases when he can set any tolls he wishes. Were properties
purchased by compulsory purchase order or by negotiation?
Owners of
affected properties are not allowed to share in the risks of the road scheme.
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Elasticity is one, by definition, at revenue maximising tolls. The scheme gains
from congestion increasing, when BNRR users will gain more time savings and
usage will increase.
Fraser Smith (Hampshire County Council) noted that 10,000 people had
objected to BNRR, whereas 2,000 had responded to MEL's survey. He asked,
if MEL had known the weight of objection in advance, would the consortium
have reconsidered bidding? Hawkett said the consortium have been surprised
by the length of the process. Some objections arrived in bulk, ego postcards
which had been enclosed within newspapers.
Smith asked if the will to go
forward is still there. Hawkett replied that with all road schemes the
supporters stay quiet while those adversely affected speak up. Business
interests near the M6 are very much in favour.
David Andrews (South Yorkshire PTE) asked what thought processes go
through respondents to stated preference surveys. Do they consider toll
level/road usage relatively? Hawkett says this depends on their perception of
delays on M6. Like the M25 it works well most of the time, although the
perception is that it is congested most of the time. Collins suggested variable
message signs "delays on M6" would be useful.
David Thompson (Ove Arup Transportation)
noted that section of M6 is
elevated and often under repair. Does that feature in MEL's contract?
Similarly have the repercussions
of accidents on M6 been considered?
Hawkett said a benefit of the toll road may be a route to avoid congestion
caused by accidents on M6.
Russell Matthews (Acer) asked if there was anything in the concession
forced HGVs off the road network. Hawkett did not know.

that

Shenfield asked if MEL proposed to apply differential tolls by time of day.
Hawkett said that MEL were proposing to review toll levels twice a year. He
was unaware of any plans to implement short term increases.
Starkie raised the issue of compensation.
Under the Highways Act, could
MEL pay over the market rate? Hawkett said BNRR had been proposed
under the new Roads and Street Works Act. Starkie commented
that
compulsory purchase orders were issued under the Highways Act. Ian Gilliver
(WS Atkins) noted that a developer had recently suggested they would be
prepared to pay home owners more than the market rate for their properties
in order to remove their objection to a trunk road improvement. The DOT
had however ruled this out as it would have created an unfortunate precedent.
Report by Ian Gilliver. Associate, WS Atkins Consultants
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THE

PRIVATE

FINANCE

(i)

provide the agreed level of staff and resources, sufficient to:
(a)
assist the Promoters with preparation of the Tramlink Bill;
(b) undertake
required
work to prepare
the Performance
Specification;
(c) prepare a contractual structure; and
(d) identify a system cost (from which a maximum required level of
grant can be deduced).

(ii)

enter a Bid for the final concession.

Scott MacIntosh, London Transport
Joint public and private sector funding and development of infrastructure
projects has become increasingly popular with both political parties supporting
the concept. It must be expected that such funding will form the background
for major investments in the future. In 1991 when the Tramlink Bill was first
deposited in Parliament this funding structure was not so clear. The Bill
predates the setting up of the Private Finance Initiative Executive and London
Transport were exploring new territory with a clear objective but no clear
pathway to the destination.
In 1995 there is an Act of Parliament, the work of the Project Development
Group (PDG) is almost complete and it is expected that the final elements of
the Concession Agreement will be settled shortly. This will enable the
participants to complete the work necessary for them to give the Department
of Transport a definitive Maximum Grant Requirement, clearing the way for
fully competitive tenders to be returned by the qualified consortia.
The talk was divided into four sections:
1
2
3
4

the framework for private investment;
Tramlink;
Comfort and risk; and
the future.

Private Investment Framework
The Tramlink PDG established the principle, unique in light rail development,
of the private sector taking a significant level of risk in the development costs
of the scheme. The objectives envisaged by the Promoters (London Transport
and London Borough of Croydon) were:
(a)
(b)

(c)

(d)

to involve the private sector at the earliest possible stage in the design if
the scheme;
to test the commercial viability of Tramlink (i.e. would the private sector
be prepared to risk their own money and invest in the design of the
scheme ?);
to provide the private sector with the widest scope to produce a
commercially viable scheme; and
to minimise any government contribution to the scheme.

In order to achieve these objectives, a Project Development Agreement
(PDA) was drafted by the Promoters and was sanctioned by the Government.
The structure of the agreement is straightforward and the participants (the
PDG companies) must:

The Promoters, for their part, were obliged by the agreement to:
(i)
(ii)
(iii)
(iv)

promote the Croydon Tramlink Bill;
devise a tender process, in consultation with the participants;
negotiate with the Secretary of State on the likely level of grant
required; and
provide personnel to Chair the Project Committee and for secretarial
support.

Each of the promoters and PDG companies was represented
Committee.

on the Project

The revenue generated by Tramlink will be sufficient to cover both operating
costs and to fund, through project finance, the majority of capital costs. The
gap identified by the PDG companies will be notified to the government as the
maximum grant. Grant will be paid via section 56 to reflect benefits of the
scheme which cannot be collected through the fare box. Specifically, the level
of non-user benefits such as decrease in congestion on Croydon's roads will
provide the basis for awarding grant. London Transport or Croydon Council
will not contribute to either the capital costs or provide an operating subsidy.
A competition will be held to safeguard the public interest by ensuring that the
requirement
for any government grant is kept to a minimum. It is the
Promoters task to ensure that the performance specification is such that a
number of consortia can comply. If the Participants lose the tender, the costs
which they have incurred in assisting in the development of the scheme will be
repaid by the successful consortium.
The PDG Companies
The Promoters held a European-wide
competition to appoint the PDG
companies. Fourteen companies pre-qualified and three were selected
individually for the Project Development stage. These are:

•

Tarmac Construction
AEG (UK) Ltd - part of the Mercedes-Benz group and a rolling stock
manufacturer.
Transdev - a French company whose operating subsidiary Transcet has
experience of running the Grenoble, St. Etienne and Nantes tramways.
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The combination of London Transport with the strongly commercial views of
the private sector in drawing up of the specification ensures the commercial
approach to Tramlink at the earliest possible stage.
How does the PDG work in practice ?
The PDA is built around a system of checks and balances. Two examples
show the dynamic between the companies, and between the Promoters and
Participants.
(i)

A check is provided because all the companies have to ultimately bid
together. Not only do they risk losing the competition, they also risk
losing the opportunity to bid and therefore their development costs. If
the Project Committee believes the grant required from government is
too high the PDA can be dissolved. If there is no competition, the initial
investment is lost which is not in the PDG's interest.

(ii)

The companies are required, for the period of PDG membership, to
abandon their traditional contractor role and take the less familiar client
role. The companies are committed to assisting in the provision of a
performance specification which will form the basis of a genuinely open
tender, and yet they wish to win the competition themselves. The
Promoters, acting for the public sector to ensure value for money of any
government grant, reinforce the client role to ensure a genuinely open
competition.

Tramlink:
Tramlink is of strategic importance in providing a west-east transport network
in outer South London. The route centres on Croydon linking Wimbledon in
the west, Beckenham to the north east and New Addington to the south-east.
Croydon, itself would be recognised as a major town in its own right, with
more office space than Sheffield, Newcastle or Nottingham, if it was not
located within London. It is the largest commercial centre in South-east
England outside Central London.
Unfortunately,
the commercial
development has' not been matched by similar development of its transport
infrastructure. Whilst there are excellent rail links to the north and south, the
access to the east or west by rail is virtually impossible and most people to
Croydon from these areas travel by bus or car. All non-rail travel suffers from
congestion which is predicted to get worse with 2001 inter-peak traffic being at
the same level as peak flows today. Tramlink offers an alternative to this
endless pressure on the road system.
Numerous options were evaluated against key objectives. The scheme should
be:
(a)
(b)

beneficial to Croydon and neighbouring boroughs;
prove attractive to car users as well as existing public transport users;
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(c)
(d)

financially viable and fundable; and
acceptable in environmental terms.

The investment cost of the scheme, exclusive of capital charges, has been
estimated by the promoters at £154 millions in 1993 prices. The total length is
28.4 km, of which 25 km is segregated from other road traffic in order to
safeguard the tram service from delay caused by congestion.
On the
remaining 3.3 k:m, trams will run on the existing carriageways.
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(i)

Experience in other schemes has seen the cost of utility diversions
escalate considerably. Extensive works are required in central Croydon
and despite laser surveys to locate the apparatus and diversion of the
Tramlink away from major utilities, there remains concern over the level
of contingency required and the impact of diverting eight major utilities
on the Tramlink construction programme.

(ii)

Changes in the structure and organisation of transport in London adds
uncertainty to the scheme. Privatisation of British Rail and possible
deregulation of buses has led to disquiet amongst lenders and investors.
The continuing role of LT in planning an integrated transport network is
seen as vital if large sums of private money are to be attracted to
schemes such as Tramlink.

Measures will be implemented to ensure delay to trams is minimised: traffic
management will be eliminate all but local access and trams will be given
priority at all existing and new traffic signal controlled junctions.
Tramlink admirably demonstrates the flexibility and adaptability of light rail by
linking existing railways, disused railways, new construction next to roads and
limited on-street new construction.
(i)

(ii)

The Wimbledon line takes over an existing BR line almost entirely,
introducing additional stops and replacing flat junctions with flyovers at
Mitcham Junction and Wandie Park.

Set against these challenges there are many factors which provide the private
sector with comfort:
(i)

The Beckenham line uses disused heavy rail alignments, takes over the
BR EImers End branch and links this by a comparatively short crosscountry link with a line shared with BR into Beckenham Junction.

(iii)

The New Addington line uses some disused heavy rail alignment but it is
mostly an entirely new line into the New Addington housing estate.

(iv)

The section which makes it all connect together is the central Croydon
"loop". This consists of an approach from the east along Addiscombe
Road which will be traffic calmed and turned into a transit "mall" (trams,
buses, taxis, emergency vehicles and access only) plus a one-way loop
around the town centre which brings passengers close to all civic
amenities.

Comfort and Risk
In comparison with the general order of infrastructure projects, Tramlink is
not a controversial
scheme. There are individuals and interests who
petitioned against the Bill in Parliament and they will continue to raise
objections to the scheme. A strong commitment to public information will be
needed during the disruptive construction phase.
There are two risks to the scheme which have not been minimised yet. In each
case the balance of risk falls disproportionately on the private sector and
further work is required to provide potential investors with the security they
seek.

(ii)

Technical

(a)

The scheme is unchallenging technically - proven technology will
be used;

(b)

The civil engineering is not complex - there are very few major
structures and the ones there are do not present significant
problems nor are they expensive;

(c)

Tramlink is a stand-alone system without the restrictions that
would be imposed if it was connected to another network; and

(d)

Tramlink provides a network of some 28 km in a developed urban
and suburban location yet only 25 properties have to be acquired,
23 of which are residential.

Local Support
(a)

There has been bipartisan support for Tramlink within the
Council since the beginning of the project which has been very
beneficial for the development of the scheme;

(b)

There is support in the neighbouring
Merton and Sutton;

(c)

Consultation with local people has been the key to its success - the
original six week consultation was extended to four months to
allow' further discussion of environmentally sensitive areas along
Lloyd Park and Addington Hills - the result was about 80%
support for the scheme; and

boroughs

of Bromley,
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(d)
(iii)

Continuation of discussions with interested parties with 220
meetings being held with those with legitimate concerns.

Passenger Demand
(a)

(b)

(c)

Ultimately it is the number of people who wish to use Tramlink
and the price they are prepared to pay that will determinc the
feasibility of the project. The network will serve a population of
around 600,000 in an area not well served by west-east
connections. Forecasting has indicated that Tramlink will be used
for a wide range of journeys: those working in Croydon or
Wimbledon, and as connections to BR stations serving central
London; for shopping journeys to Croydon, Wimbledon or
Beckenham; and a wide range of leisure trips.
The attractiveness of Tramlink will be because passengcrs will be
able to save time either through its frequency or reliabilily And in
some cases it will be much faster than other modes.
The early commercial involvement has a critical advant<ige: the
Promoters using traditional
models for assessing clCI11<lnd
estimated that 21,00 passengers would use Tramlink ill the
morning peak, giving an annual figure of around 26 millions.
Transdev have tested these figures using their own commercial
experience in France and then fed the information into their PD
partners' proposals for structure and rolling stock which will
ensure maximisation of demand.

The Future
Tramlink provides an exciting and unique opportunity for public and private
sectors to establish a joint venture. When Tramlink is built it will show the
way both in its collaborative framework between the public and private
sectors, and as means of providing a public transport system which can
alleviate the impact of congestion.
Discussion
What are the criteria by which perlormance standards are assessed and how
are they to be maintained '!
A:
Three main criteria exist by which the performance of Tramlink wi 1\ be
assessed:
(i)
(ii)
(iii)

a minimum headway per given operational period,
a minimum uplift capacity per operational period, and
maximum permissable journey times per time period.
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In addition, general comfort requirements will be specified by LT for the
operator to adhere to. In common with the Underground system the targets
will be measured as a percentage of all services run, with short headway
periods as adhering to the headway and for long interval service periods as
adhering to the timetable. Whilst this regime will be understandably more
moderate at first, it will be tightened to a final set of standards after two years.
The operator will have two mechanisms for overriding penalties: force
majeure and unexpectedly high levels of traffic congestion over the assessed
amounts. Where performance is consistently lacking, LT will initiate a joint
cure regime if necessary to enable the service to return to scheduled
performance targets.
Where do the access requirements come from '!
A:

The major motivating factors in the access requirements are:
(i)

Commercial pressures, where mobility-impaired people may make
up a substantial proportion of the potential patronage, and

(ii)

safety issues, where most accidents in the operation of buses are
noted as being during boarding and alighting of passengers.

In addition, LT is fully committed in principle to the construction of wholly
new transport systems being made completely accessible. In the case of
Tramlink the standards have been modelled on the DIPTAC specifications
with the help of the LT Disabled Passenger Unit.
How will revenues be protected in the case of (i) through ticketing, (ii) fare
levels and (iii) Travelcards '!
A:

There are number of separate issues:

(i)
(ii)

Two-thirds of Tramlink users are expected to be Travelcard holders,
many of the other users are expected to require transfers to or from the
BR system, and
loading times need to be minimised in order to allow the system to work
as efficiently as possible.

(iii)

The Travelcard revenues will be allocated according to normal LT procedures
and the private sector partners have indicated their satisfaction with this state
of affairs. In addition LT will set a maximum cash fare payable by Tramlink
users although LT will encourage the franchisee to be imaginative, for
example in offering discount off-peak cash fares .. Cash fares with a modest
premium over the equivalent bus fare will be allowed and through ticketing for
bus feeder services will be investigated.
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Through ticketing with the railway system is an altogether different affair, At
the moment the Travelcard arrangements cover the Train Operating Units but
this situation will change with the impending privatisation of the railways. It is
hoped that the new Train Operating Companies will be willing to conlinue
participating in the Travelcard scheme, although this is out of LT's ha/ld~. In
addition, the question of the survival of Travelcard
a rises wi I II Ihe
introduction of smartcard technology which amy change the ticketing enl ircly.
Having described the "carrots" on offer to the travelling pUblic to choose
public transport instead of cars in travelling to Croydon what "sticks" Hrc on
offer, for example, the restriction of car parking facilities in central Croydon,
for the same purpose ?
A:
The policy of the Highways and Transportation Department ur Cmyclon
Council has been not to build any new roads but to optimise the caplicily of
existing roads.

(i)
(ii)

(iii)

All routes are now at or above the theoretical maximum (;lIpu(;ity
therefore capacity restraint is taking place.
Short-stay car parking will remain cheap (2-3 hours for J~3) but
somewhat higher for longer periods (£10 for 8 hours). [n H<.Iditi~lIl
a
controlled parking zone is in force with 1 km of East Croydoll SUdion
hence the traffic conditions are considered reasonably s:di:;fllclory
already.
The Council is giving consideration
to some extensions
of Ihe
pedestrianised zone in the shopping centre.

How was interest established in the commercial bidding groups '!
A:
Interest was initially generated by trade exhibitions, conferences :lnd
relevant journals, with a large amount of information being senl 0111 to
interested firms. This process led to expression of interest by eight conHorlia.
These potential partners were then asked to present their ideas to Ihe PDG in
1990. A formal request for bids for the Croydon Tramlink proposals wa~ lhen
placed in the Official Journal of the European Union. Four of the original
groups will now be asked to tended for the contract (i.e. four groups prequalified).
What are the main criteria for evaluating tenders ?
A:

Two main criteria are used:

(i)

The bid must be compliant in terms of performance specifications, and
the winning bid must be the most economically advantageous, ie. it will
require the least government grant.

(ii)
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How is the public interest upheld in the eveut of a consistent operator failure
such as bankruptcy ?
A:

A number of stages are planned in cases such this:

(i)

A cure regime is enabled to try and allow an errant operator to meet the
performance requirements - the winning consortium is asked to provide
details of how they intend to meet the specifications of the operating
agreement. This might include an assessment of whether the conditions
of operation had changed so much that the criteria could not possible be
met.
In the event that the cure regime proves a failure, the consortium has
the option of finding a new operating partner for the project.
If, for any reason this proved impossible or also failed, the banks
providing financial support for the consortium would be asked to try and
provide a compliant partner.
In the event the proved a failure, the system would be forfeited to
London Transport who would then examine the economic viability of
the system and would then have the options of operating the system
directly or applying for powers to close and replace Croydon Tramlink
(as a statutory railway system).

(ii)
(iii)

(iv)

The talk is an edited version of the paper with the discussion report by Luke
Albanese, Research Student at University of Westminster

39

40

6_

GENERAL DISCUSSION

Martin Shenfield commented that the Treasury do not attend this type of
meeting. Peter White said that Department of Transport had enquired about
this seminar but had not booked.
Dick Dunmore, picking up Ian Gilliver's point at the end of the BNRR
discussion, said that imposing a limit on CPO payments may do more harm
than all the initiatives discussed today. It amounted to a restraint of trade and
a restraint on sensible deals being made.
In response to a question, David Hawkett answered that MEL pay for the
lease of land but they have to return it at the end of the concession period.
Martin Higginson asked if there was anything in the BNRR contract which
would allow drivers to travel on BNRR free of charge if the M6 was closed to
traffic? David Hawkett said he was not aware of any.
Peter Collins said the Treasury like to stay in the background.
Finance Initiative (PFI) is the Treasury's public face.

The Private

POSTSCRIPT
Report from "The Times", 12 May 1995

Dartford
Bridge
ahead
of target
By JONATHAN
PRYNN
TRANSPORT
CORRESPONDENT

TH E Government's drive· to
increase private funding of
major transport links has received an important boost
with the announcement that
the Danford Bridge is expected to pay for itself by. 2000,
eight years ahead of schedule.
Latest accounts for the '£86
million

toll bridge.

opened

by

the Queen in October 1991.
show that traffic increased by
7 per cent to almost 40 million
vehicles in the year to April.
while toll revenue rose by 10
per cent.

Dick Dunmore had two commcnts on BNRR: First, there would Ill' 11101'0
benefit to the community if use of BNRR is free or nearly f'n;c, hili NUlIIC
compensation to the operator would be needed as a result. Secondly NCI\CIllCS
like BNRR required 60 year forecasts which would be highly unrolillhlt'. lie
also noted the likely terror of politicians fretting over committing Ilwlllllt,lvC6
to expenditures far in the future.
Peter White said rail privatisation would yield a very nice cash now ill f'iI'HI
year, but not in later years. Don Box said the Government accounl in,l svrit(.)li1
is not that good.
On that note, Peter Collins drew the proceedings to a close. The day la'gllil
with Douglas Hogg who said the PFI was to be deal driven. However, we
never really know what the basis of the concessions has been bCCHlIH(1 (1('
commercial secrecy. But Hogg had hoped more information would ill Ihe
future become available. We then went on to consider projects whi('ll 1111
started before PFI appeared. Collins suggested we called the PFI in two yelll'H
time to see if any information on concession deals were out by then.

The bener than expected
turnover means that the private consortium that built and
operates the bridge. which
carries the M25 over the
Thames east of London. will
break even long before the end
of the 20-year concession.
Under its contract with the
Department of Transport.
ownership of the crossing officially known as the Queen
Elizabeth II bridge - reverts
to the Government once the
project has covered its costs
and moves into profit.

The bridge was the first in
Britain allowing

drivers

to pay

the 90p toll while moving
through the use of a "smart
card" mounted on vehicle
windscreens.
The consortium; comprising
Trafalgar House, Kleinwort
Benson, and the Prudential.
was one of the first

[0

take

advantage of the Govem-:
ment's Private Finance Initiative (PFI). designed to bring
more private money into major infrastructure investment.
The Second Severn Crossing, due to open next year. and

the Skye Bridge. which is close
to completion. are also being
built under the PFI.
The PFI model is also being
used for the Birmingham
Northern Relief Road. the
Channel Tunnel rail link and
the latest order of new trains
for the Northern Line on the
London Underground.
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Heathrow Public Transport Forum
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15 November The Pricing and Financing of Urban Transport
Investigation of pricing policies to achieve a modal shift from
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the European Commission
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